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QUARTERLY AND ANNUAL FINANCIAL REPORTS FOR 2014

During 2014 and 2015, the Companies filed the 2014 PPL Corporation Annual Report and all of

the Securities and Exchange Commission ("SEC") Form 10-Q's and 10-K reports as they were

completed. The details of the filings are as follows:

Financial Report Period Ending

Securities

Exchange
Commission Filing

Date

Kentucky Public
Service

Commission Filing
Date

SEC Form 10-Q March 31, 2014 May 2, 2014 May 6, 2014

SEC Form 10-Q June 30, 2014 July 31,2014 August 4, 2014

SEC Form 10-Q September 30, 2014 November 7, 2014 November 10, 2014

SEC Form 10-K December 31, 2014 February 23, 2015 February 24, 2015

PPL Corporation Annual Report December 31, 2014 N/A April 24, 2014
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-0

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for the quarterly period ended March 31, 2014

OR

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

Commission File

Number

l-l 1459

1-32944

1-905

333-173665

1-2893

1-3464

ppllOq_3-l4_Final As Rlcd.docx

Registrant; Stale of Incorporation;
Address and Tclet^honc Number

PPL Corporation
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street

Allentown, PA ISIOI-l 179
(610) 774-5151

PPL Energy Supply, LLC
(Exact name of Registrant as specified in its charter)
(Delaware)
Two North Ninth Street

Allentown, PA I8I0I-II79
(610) 774-5151

PPL Electric Utilities Corporation
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street

Allentown, PA I8I0I-I 179

(610) 774-5151

LG&E and KU Energy LLC
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street

Louisville, KY 40202-1377
(502) 627-2000

Louisville Gas and Electric Company
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street

Louisville. KY 40202-1377
(502) 627-2000

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000

IRS Employer
Identification No.

23-2758192

23-3074920

23-0959590

20-0523163

61-0264150

61-0247570
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Indicate bycheck mark whether theregistrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrants were required
to file such reports), and (2) have been subject to such filing requirements for the past 90 days.

PPL Corporation Yes X No
PPL Energy Supply, LLC Yes No
PPL Electric Utilities Corporation Yes X No
LG&E and KU Energy LLC Yes X No
Louisville Gasand Electric Company Yes No
Kentucky Utilities Company Yes X No

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

PPL Corporation Yes X No
PPL Energy Supply, LLC Yes X No
PPL Electric Utilities Corporation Yes X No
LG&E and KU Energy LLC Yes X No
Louisville Gas and Electric Company Yes X No
Kentucky Utilities Company Yes X No

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, or a
smaller reporting company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting
company" in Rule l2b-2 of the Exchange Act.

Largeaccelerated Accelerated Non-accelerated Smaller reporting
filer filer filer company

PPLCorporation | X ] [ ] [ ] {
PPL EnergySupply, LLC | ) f ] ( X ] (
PPL Electric Utilities Corporation [ j j J [X] [
LG&E and KU Energy LLC [ ] [ ] [X] [
Louisville Gas and Electric Company [ ] [ | (X ] (
Kentucky Utilities Company [ ] [ j [ X] [

Indicate by check mark whether the registrants areshell companies (asdefined in Rule 12b-2 of the Exchange Act).

PPL Corporation Yes No X
PPL Energy Supply, LLC Yes No X
PPL Electric Utilities Corporation Yes NoJ<
LG&E and KU Energy LLC Yes No X
Louisville Gas and Electric Company Yes No X
Kentucky Utilities Company Yes No X

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

PPL Corporation Common stock, $0.01 parvalue, 631,744,500 shares outstanding at April 25,
2014.

PPL Energy Supply, LLC PPL Corporation indirectly holdsall of the membership interests in PPL
Energy Supply, LLC.

PPLElectric Utilities Corporation Common slock, no par value, 66,368,056 shares outstanding and all held by
PPL Corporation at April 25, 2014.

LG&E and KU Energy LLC PPLCorporation directly holds all of the membership interests in LG&E and
KU Energy LLC.

Louisville Gasand Electric Company Common stock, no par value, 21,294,223 shares outstanding and all held by
LG&E and KU Energy LLC at April 25, 2014.

Kentucky Utilities Company Common slock, no par value,37,817,878 sharesoutstanding and all held by
LG&E and KU Energy LLC at April 25, 2014.

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

PPL ENERGY SUPPLY, LLC
PPL ELECTRIC UTILITIES CORPORATION

LG&E AND KU ENERGY LLC

LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

FORM 10-Q

FOR THE OUARTER ENDED MARCH 31, 2014

Table of Contents

This combined Form lO-Q is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL
Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gasand Electric Company
and Kentucky Utilities Company. Information contained herein relating toany individual Registrant is filed bysuch Registrant
solely on its own behalf, and no Registrant makes any representation as to information relating toanyother Registrant, except
that information under "Forward-Looking Information" relating to subsidiaries of PPLCorporation isalsoattributed to PPL
Corporation and information relating to thesubsidiaries of LG&E and KU Energy LLCis also attributed to LG&E and KU
Energy LLC.

Unless otherwise specified, references in this Report, individually, to PPLCorporation, PPL Energy Supply, LLC, PPLElectric
Utilities Corporation, LG&E and KU Energy LLC, Louisville Gasand Electric Company and Kentucky Utilities Company arc
references to suchentities directly or to one or more of theirsubsidiaries, as thecase may be, the financial results of which
subsidiaries arcconsolidated into such Registrants inaccordance with GAAP. Thispresentation 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 financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its subsidiaries

KU - Kentucky Uliliiies Company, apublic utility subsidiary ofLKE engaged in the regulated generation, transmission,
distribution and saleof electricity, primarily in Kentucky.

LG&E -Louisville Gas and Electric Company, apublic utility subsidiary of LKE engaged in the regulated generation,
transmission, distribution and sale ofelectricity and the distribution and sale ofnatural gas in Kentucky.

LKE • LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.

LKS - LG&E and KU Services Company, a subsidiary ofLKE that provides services to LKE and its subsidiaries.

PPL -PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and
other subsidiaries.

PPL Brunner Island - PPL Brunner Island, LLC, a subsidiary ofPPL Generation that owns generating operations in
Pennsylvania.

PPL Capital Funding -PPL Capital Funding, Inc., a financing subsidiary of PPL that provides financing for the operations
ofPPL and certain subsidiaries. Debt issued by PPL Capital Funding is guaranteed as to payment by PPL.

PPL Elactric - PPL Electric Utilities Corporation, a public utility subsidiary ofPPL engaged in the regulated transmission
and distribution ofelectricity in its Pennsylvania service area and that provides electricity supply to its retail customers in this
area as a PLR.

PPL Energy Funding - PPL Energy Funding Corporation, asubsidiary of PPL and the parent holding company of PPL
Energy Supply, PPL Global 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, asubsidiary ofPPL Energy Funding and the parent company ofPPL
Generation, PPL EnergyPlus and other subsidiaries.

PPL Generation • PPL Generation, LLC, asubsidiary ofPPL Energy Supply that owns and operates U.S. generating
facilities through various subsidiaries.

PP^ Global • PPL Global, LLC, a subsidiary of PPL Energy Funding that, primarily through its subsidiaries, owns and
operates WPD, PPL's regulated electricity distribution businesses in the U.K.

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

PPL Montour • PPL Montour, LLC, a subsidiary ofPPL Generation that owns generating operations in Pennsylvania.

PPL Services • PPL Services Corporation, a subsidiary of PPL that provides services to PPL and its subsidiaries.

PPL Susquehanna- PPL Susquehanna, LLC, a subsidiary ofPPL Generation that owns a nuclear-powered generating
station.

PPL WEM- PPL WEM Holdings Limited (formerly PPL WEM Holdings pic), an indirect U.K. subsidiary of PPL Global.
PPLWEM indirectly owns both WPD (East Midlands) and WPD (West Midlands).

PPL WW- PPL WW Holdings Limited, an indirect U.K. subsidiary ofPPL Global. PPL WW Holdings indirectly owns
WPD (South Wales) and WPD (South West).

Registrant(s)• refers to the Registrants named on the cover ofthis Report (each a "Registrant" and collectively, the
"Registrants").

pplt0q_3-l4_Rnal As Filcd.docx
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SubsidiaryRegistrant($) - Registrants that are direct or indirect wholly owned subsidiaries ofPPL: PPL Energy Supply,
PPL Electric, LKE, LG&E and KU.

WPD - refers to PPL WW and PPL WEM and their subsidiaries.

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

liVPD Midlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.

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

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

WPD (WestMidlands) • Western Power Distribution (West Midlands) pic, a British regional electricity distribution utility
company.

WKE • Western Kentucky Energy Corp., a subsidiary ofLKE that leased certain non-utility generating plants in western
Kentucky until July 2009.

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?o
undivided beneficial ownership 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 requiring holders to purchase shares of
PPL common stock on or prior to July 1, 2013.

2011 Equity Unit(s)- a PPL equity unit, issued in April 2011, consisting ofa 2011 Purchase Contract and, initially, a 5.0%
undivided beneficial ownership interest in $1.000 principal amount of PPLCapital Funding 4.32% Junior Subordinated
Notes due 2019.

2011 Purchase Contract(s) • a contract that isa component of a 2011 Equity Unit requiring holders to purchase shares of
PPL common stock on or prior to May 1, 2014.

2013 Form 70-/C-Annual Report to the SEC on Form lO-K for the yearended December 31, 2013.

Act11-Aci II of 2012 that became effective on April 16,2012. The Pennsylvania legislation authorizes the PUC to
approve two specific ratcmaking mechanisms: the use of a fully projected future testyear in base rale proceedings and,
subject to certain conditions, a DSIC.

Act 129• Act 129 of 2008 that became effective in October 2008. The law amends the Pennsylvania Public Utility Code
and createsan energyefficiencyand conservation program and smart metering technology requirements, adopts new PLR
electricity supply procurement rules, provides remedies for market misconduct and 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 finance construction
projects of regulated businesses, which is capitalized as part of construction costs.

AOCI - accumulated other comprehensive income or loss.

ARC - asset retirement obligation.

Baseload generation - includes theoutput provided by PPL's nuclear, coal, hydroelectric andqualifying facilities.

ppll0q_3-14_nnal As Filed.docx iii
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Basis • when used in the context ofderivatives and commodity trading, the commodity price difrercmial between two
locations, products or time periods.

CAIR' the EPA's Clean Air Interstate Rule.

Cane Run Unit 7-a natural gas combined-cycle unit under construction in Kentucky, jointly owned by LG&E and KU,
which isexpected to provide additional electric generating capacity of640 MW (141 MW and 499 MW to LG&E and KU) in
2015.

OCR- Coal Combustion Residuals. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.

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

CPCN • CertiHcate ofPublic 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 ofcertain plant, equipment, property or
facility for the furnishing of utility service to the public.

CSAPR - Cross-Slate Air Pollution Rule.

Customer ChoiceAct- the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation
enacted to restructure the state's electric utility industry tocreate retail access toa 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.

DNO- Distribution Network Operator.

DPCR4 - Distribution Price Control Review 4, the U.K. 5-year rale 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 - the distribution system improvement charge authorized under Act 11, which is an alternative ratemaking mechanism
providing more-timely cost recovery of qualifying distribution systemcapital expenditures.

DSM - Demand Side Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the
reasonableness of DSM plans proposed byany utility under itsjurisdiction. Proposed DSM mechanisms may seek full
recovery of costsand revenues lost by implementing DSM programs and/or incentives designed to provide financial rewards
to the utility for implementing cost-effective DSM programs. Thecostof suchprograms shall be assigned only to theclass
or classes of customers which benefit from the programs.

ECR- Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities areentitled
to the current recovery of costs of complying with the Clean Air Act, as amended, and those federal, slate or local
environmental requirements that apply tocoal combustion wastes and by-products from the production of energy from coal.

£E/- Electric Energy, Inc., owns and operates a coal-fired plant anda natural gas facility insouthern Illinois. KU's 20%
ownership interest in EEl is accounted for as an equity method investment.

EPA - Environmental Protection Agency, a U.S. government agency.

EPS - earnings per share.

Equity Units - refers collectively to the2011 and 2010 Equity Units.

ESOP- Employee Stock Ownership Plan.
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FERC• Federal Energy Regulatory Commission, the U.S. 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 arc financial instruments established to manage price risk related toelectricity
transmission congestion that entitle the holder to receive compensation or require the holder to remit payment for certain
congestion-related transmission charges basedon the levelof congestion between two pricing locations, known as source and
sink.

GAAP • Generally Accepted Accounting Principles in the U.S.

GBP' British pound sterling.

GHG - greenhouse gas(es).

GLT- Gas Line Tracker. The KPSC approved LC&E's recovery of costs associated with gas service lines, gas risers, leak
mitigation, and gas main replacements. Rate recovery became effective on January I, 2013.

IBEW' International Brotherhood of Electrical Workers.

If-Converted Method - A method applied to calculate diluted EPS for a company with outstanding convertible debt. The
method is applied as follows: Interest charges (after tax) applicable to the convertible debt are added back to net income and
theconvertible debt is assumed to have beenconverted to equity at the beginning of the period,and the resulting common
sharesarc treated as outstanding shares. Bothadjustments are made only for purposes of calculating diluted EPS. This
method was applied in 2013 to PPL's Equity Units prior to settlement.

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

IRS - Internal Revenue Service, a U.S. government agency.

ISO - Independent System Operator.

KPSC - Kentucky Public Service Commission, thestateagency that hasjurisdiction over the regulation of ratesandservice
of utilities in Kentucky.

LIBOR - London Interbank Offered Rate.

LTIIP- Long Term Infrastructure Improvement Plan.

MATS - Mercury and Air Toxics Standards.

MDEQ - Montana Department of EnvironmentalQuality.

MEIC - Montana Environmental Information Center.

MMBtu • One million British Thermal Units.

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

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

MW • megawatt, one thousand kilowatts.

MWh - megawatt-hour, one thousand kilowatt-hours.

NOT - PPL Susquehanna's nuclear plant decommissioning trust.
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NERC - North American Electric Reliability Corporation.

NGCC - Natural gas-fired combined-cycle generating plant.

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

NPNS - the normal purchases and normal salesexception as permitted byderivative accounting rules. Derivatives that
qualify for this exception may receive accrual accounting treatment.

NRC - Nuclear Regulatory Commission, the U.S. federal agency that regulates nuclearpower 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 - thedegree 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 of 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 summer rating capacities of 2,120 MW.

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

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

PLR - Providerof Last Resort, the role of PPL Electric in providing default electricity supply within its delivery area to retail
customers who have not chosen to select an alternative electricity supplier under the Customer Choiee Act.

PP&E- property, plant and equipment.

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

Purchase Contract(s) - refers collectively to the 2010 and 2011 Purchase Contracts, which are components of the 2010
and 201 I Equity Units.

RAV- regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or
regulatory asset base. RAV is based on historical investment costs at time of privatization, plus subsequent allowed additions
less annual regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory
cost of capital. RAV is indexed to Retail Price Index in order to allow for the effects of inflation. Since the beginning of
DPCR5 in April 2010, RAV additions have been based on a percentage of annual total expenditures.

RCRA - Resource Conservation and Recovery Act of 1976.

RECs- renewable energy credits.

Regional Transmission Line Expansion Plan - PJM conducts a long-range Regional Transmission Expansion
Planning process that identifies changes and additions to the grid necessary to ensure future needs are met for both the
reliability and the economic performance of the grid. Under PJM agreements, transmission owners are obligated to build
transmission projects assigned to them by the PJM Board.

Regulation S-X- SEC regulation governing the form and content of and requirements for financial statements required to
be filed pursuant to the federal securities laws.
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RFC • ReliabiliiyF/Vj/ Corporation, one ofeight regional entities with delegated authority from NERO that work to
safeguard the reliability of the bulk powersystems throughout North America.

RII0-ED1 - RIIO represents "Revenues = Incentive + Innovation + Outputs - Electricity Distribution." RIIO-EDl refers to
the initial eight-year rate review periodapplicable to WPDcommencing April 1,2015.

RMC- Risk Management Committee.

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

Sarbanes-Oxley • Sarbanes-Oxley Act of2002, which sets requirements for management's assessment of internal controls
for financial reporting. It also requires an independent auditor to make its own assessment.

Scrubber- an airpollution control device that can remove particulatcs and/or gases (primarily sulfur dioxide) from exhaust
gases.

SEC• the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors
and maintain the integrity of the securities markets.

SERC• SBRC Reliability Corporation, one ofeight regional entities with delegated authority from NERC that work to
safeguard the reliability of the bulk powersystems throughout North America.

SIFMA Index - the Securities Industry and Financial Markets Association Municipal Swap Index.

Smart meter - anelectric meter that utilizes smart metering technology.

Smart metering technology - technology that can measure, among other things, time ofelectricity consumption to permit
offering rate incentives for usage during lower cost ordemand intervals. The use of this technology also has the potential to
strengthen network reliability.

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

Spark Spread - a measure ofgross margin representing the price ofpower on a per MWh basis less the equivalent measure
of the natural gas cost to produce that power. This measure is used todescribe the gross margin of PPL and its subsidiaries'
competitive 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.

Superfund - federal environmental statute 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 15% 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 ofan electricity generating facility agrees to use that facility to convert
fuel provided bya third party into electricity for delivery back to the third party.

TRA - Tennessee Regulatory Authority, the state agency that hasjurisdiction over theregulation of ratesand service of
utilities in Tennessee.

Treasury Stock Method - A method applied tocalculate diluted EPS that assumes any proceeds that could be obtained
upon exercise of options and warrants (and theirequivalents) would be used to purchase common stockat the average market
price during the relevant period.

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

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

l^SCC- Virginia State Corporation Commission, the slate agency that has jurisdiction over the regulation of Virginia
corporations, including utilities.
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FORWARD-LOOKING INFORMATION

Staicnients contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or
performance and underlying assumptions and other statements that arc 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 arc reasonable, there can be no assurance that these expectations will prove to
be correct. Forward-looking statements arc subject to many risks and uncertainties, and actual results may differ materially
from the results discussed in forward-looking statements. Inaddition to the specific factors discussed ineach Registrant's
2013 Form 10-K and in "Item2. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations" In this Form 10-Q, the following arc 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 costsandenvironmental expenditures ina 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 ourgenerating
facilities;

transmission and distribution system conditions and operating costs;
expansion of alternative sources of electricity generation;
laws or regulations to reduceemissions of "greenhouse" gases or the physical effects of climatechange;
collective labor bargaining negotiations;
the outcome of litigation against the Registrants and their subsidiaries;
potential effects of threatened or actual terrorism, waror other hostilities, cyber-based intrusions or natural disasters;
the commitments and liabilities of the Registrants and their 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
defined benefit plans, and the potential cash funding requirements if fair value declines;
interest rates and their effect on pension, retiree medical, 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;
currentand future environmental conditions, regulations and other requirements and the related costs of compliance,
including environmental capital expenditures, emission allowance costs and otherexpenses;
legal, regulatory, political, market or other reactions to the 2011 incident at the nuclear generating facility at Fukushima,
Japan, including additional NRG requirements;
changes in political, regulatory or economic conditions in stales, 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 or revenue filings by PPL Electric, LG&E, KU or WPD;
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.
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Any such forward-looking staicmenis 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 prediei all such factors, or the extent to which any such factor
orcombination of factors may cause actual results to differ from those contained in any forward-looking statement. Any
forward-looking statement speaks only asof the date on which such statement is made, and the Registrants undertake no
obligation to update the information contained insuch statement to reflect subsequent developments or information.
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PARTI. FINANCIAL INFORMATION
ITEM 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Corporation and Subsidiaries
(Unaudiied)

(Millions of Dollars, except share data)

Three Months Ended March 31,
2014 2013

Operating Revenues
Utility $ 2,162 $ 1,950
Unrcgulaicd wholesale energy (1,429) 143
Unrcgulalcd rciail energy 349 237
Energy-related businesses 141 127
Total Operating Revenues 1,223 2,457

Operating Expenses
Operation

Fuel 758 529
Energy purchases (1,494) 57
Other operation and maintenance 597 575

Depreciation 3O5 284
Taxes, other than income 104 95
Energy-related businesses 138 122
Total Operating Expenses 508 1,764

Operating Income 715 593

Other Income (Expense) - net (23) 122

Interest Expense 264 251

Income Before Income Taxes 428 564

Income Taxes 112 151

Net Income Attributahle to PPL Shareowners $ 316 $ 413

Earnings Per Share of Common Stock:
Basic $ 0.50 $ o.70
Diluted $ 0.49 $ 0.65

Dividends Declared Per Share of Common Stock $ 0.3725 $ 0.3675
Weighted-Average Shares of Common Stock Outstanding (in thousands)

Basic 630,749 582,640
Diluted 663,939 657,020

Theaccompanyi/tf' Notes to Cottdensed FinancialStatements are an inieftral pan of thefinancial statements.
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CONDENSED CONSOUDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Milliimx of Dollars)

Three Months Ended March 31,
2014 2013

Netincome $ 316 $ 413

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

Foreign currency translation adjustments, netof lax of $ I, ($6) 131 (245)
Available-for-sale securities, net of tax of ($6), ($25) 5 23
Qualifying derivatives, netof lax of $25, ($20) (46) 62

Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of lax of $ I, $ I (1) (|)
Qualifying derivatives, net of tax of ($4), $35 19 (80)
Defined benefit plans:

Prior service costs, net of lax of ($ 1), ($ I) 1 |
Net actuarial loss, net of tax of ($9), ($13) 27 34

Total other comprehensive income (loss) attributable to PPL Shareowners 136 (206)

Comprehensive income (loss) attributable to PPL Shareowners $ 452 $ 207

Theaccomp<inyin}{ Notes to CondensedFinancial Slaienienisare an iniefinilpart of thefiiuincial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudited)
(MillidiLt ofDollars)

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to netcash provided by (used in)operating activities

Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Unrealized (gains) losseson derivatives, and other hedgingactivities
Adjustment to WPD line loss accrual
Other

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

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

Netcash providedby (used in) operatingactivities
Cash Flows from Investing Activities

Expenditures for property, plant and equipment
Purchases of nuclear plant decommissioning trust investments
Proceeds from the sale of nuclear plantdecommissioning trust investments
Proceeds from the receipt of grants
Net (increase) decrease in restrictedcash and cash equivalents
Other investing activities

Net cash provided by (used in) investing activities
Cash Flows from Financing Activities

Issuance of long-term debt
Retirement of long-term debt
Payment of common stock dividends
Net increase (decrease) in shon-term debt
Other financing activities

Net cash provided by (used in) financing activities
Effect of Exchange Rates on Cash and Cash Equivalents
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

The accompunyiii}; Notes to Condensed Financial Slaientenis are an integral jHtrt of thefiiuincial slalemenis.
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Three Months Ended March 31,
2014 2013

$ 316 $ 413

305 284

60 64

21 51

(26) 80

241 98

65

33 30

(185) (187)
93 (138)

(33) 137

96 55

(70) (117)
2 (64)

126 122

(51) (129)

(135) (429)

(3) 33

76 (59)

931 244

(892) (828)
(32) (28)
27 24

56 1

(334) (52)
(8) (16)

(1,183) (899)

450

(239) (8)
(234) (210)
878 416

(13) (27)

392 621

14 (14)

154 (48)

1,102 901

$ 1,256 $ 853
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, .shares in ihousands)

March 31, December 31,
2014 2013

Assets

Current Assets

Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable (less reserve; 2014, $66; 2013, $64)

Customer
Other

Unbilled revenues
Fuel, materials and supplies
Prepayments
Deferred taxes
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

Less: accumulated depreciation - non-regulated properly, plant and equipment
Non-regulated properly, plant and equipment, net

Construction work in progress
Properly, Plant and Equipment, net

Other Noncurrent Assets

Regulatory assets
Goodwill

Other intangibles
Price risk management assets
Other noncurrent assets

Total Other Noncurrent Assets

$ 1,256 $ 1,102

416 83

1,108 923

103 97

874 835

607 702

224 153

342 246

1,087 942

32 33

45 37

6,094 5,153

879 864

39 43

918 907

28,616 27,755

5,108 4,873

23,508 22,882

11,818 11,881

712 591

854 834

6,283 6,172

7,101 7,134

3,165 3,071

33,774 33,087

1,245 1,246

4,298 4,225

943 947

344 337

357 357

7,187 7,112

$ 47,973 $ 46,259

The accompanyini; Notes to Conden.\ed Financial Siaiements arc an integral pan of thefimtnciai statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars, shares in thousands)

March 31,
2014

Liabilities and Equity

Current Liabilities

Short-term dcbi $ 1,579 $
Long-term debt due within one year 304
Accounts payable 1,345
Taxes 240
Interest 358
Dividends 236
Price risk management liabilities 1,302
Regulatory liabilities 80
Other current liabilities 932

Total Current Liabilities 6,376

Long-term Debt 20,514

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 4,096
Investment tax credits 281
Price risk management liabilities 450
Accrued pension obligations 1,159
Asset retirement obligations 701
Regulatory liabilities 1,037
Other deferred credits and noncurrent liabilities 642

Total Deferred Credits and Other Noncurrent Liabilities 8,366

Commitments and Contingent Liabilities (Notes 6 and 10)

Equity
Common stock - $0.01 par value (a) 6
Additional paid-in capital 8,352
Earnings reinvested 5,788
Accumulated other comprehensive loss (1»429)
Total Equity 12,7lT ~

Total Liabilities and Equity $ 47,973 $

(a) 780.000shares authorized;631.417 and 6.30.32! shares i.ssucd and outstandingat March31. 2014 and licccmbcr 31. 2013.

TheaccompanyingNotesto Conden.sed Financial Statementsare an integral /wrt of thefinancial statements.
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December 31,
2013

701

315

1,308
114

325

232

829

90

998

4,912

20,592

3,928
342

415

1,286
687

1,048
583

8,289

6

8,316
5,709

(L565)

12,466

46,259
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudiicd)
(Millions of Dollars)

PPL Shareowners

Common

stock

shares

outstanding
(a)

630,321

1,096

Common

stock

Additional

paid-in
capital

6 $ 8,316

30

6

631,417 $ 6 $ 8,352 $

581,944

1,270

6 $ 6,936

37

15

Earnings
reinvested

Accumulated

other

comprehensive
loss

Non-

controlling
interests

5,709 $ (1,565)

316

(237)

136

5,788 $ (1,429)

5,478 $ (1,940) $

413

(215)

(206)

18

Total

12,466

30

6

316

(237)

1.36

$ 12,717

$ 10,498

37

15

413

(215)

(206)

December 31, 2013
Common slock issued (b)
Stock-based compensation (c)....
Net income

Dividends and dividend

equivalents (d)
Other comprehensive

income (loss)
March 31, 2014

December 31, 2012
Common stock issued (b)
Stock-based compensation (c)....
Net income

Dividends, dividend equivalents
and distributions (d)

Other comprehensive
income (loss)

March 31, 2013 583.214 $ 6 $ 6,988 $ 5.676 $ (2,146) $ 18 $ 10.542

(a) Sharesin thousands. Each shareentitles the holderto one voteon anyquestion presented at anyshareowners' nweiing.
(b) Each period includesshares of commonstock issued through variousstock and incentivecompensationplans.
(c) The three monthsended March31, 2014and 201.1 include $27 millionand $28 millionof stock-basedcompensationexpense related to new and

existingunvested equityawards. These periods also include $(21) million and S(l.l) million related primarily to the reclassification from "Stock-based
compensation" to "Common stockissued" for theissuance of common stockafterapplicable equityawardvesting periods and taxadjustnKints related
to stock-based compensation.

(d) "Earningsreinvested" includesdividendsand dividendequivalentson PPL common stock and restrictedstock units.

TheaccimiiKinying Notes to CondensedFinancial Sialemenisare an integral /xirt of thefinancial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)

(Millions ofDollars)

Three Months Ended March 31,
2014 2013

Operating Revenues
Unregulated wholesale energy $ (1,429) $ 143
Unregulated wholesale energy to affiliate 27 14
Unregulated retail energy 35j 238
Energy-related businesses 125 113
Total Operating Revenues (926) 508

Operating Expenses
Operation

Fuel 482 298
Energy purchases (1,804) (199)
Other operation and maintenance 258 235

Depreciation 80 78
Taxes, other than income 21 17
Energy-related businesses 124 110
Total Operating Expenses (839) 539

Operating Income(Loss) (87) (31)

Other Income (Expense) - net 5 4

Interest Expense 34 45

Income (Loss) Before Income Taxes (115) (73)

Income Taxes (49) (35)

Net Income (Loss) Attributable to PPL Energy Supply Member $ (66) $ (38)

The accompanyiii}; Notes10 Condensed FinancialSlatenietus are an iniexrtil part of thefinancial siatenients.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(MiUums ofDollars}

Three Months Ended March 31,
2014 2013

Net income (loss) $ $ (33)

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

Available-for-salc securities, net of taxof ($6), ($25) 5 23
Reclassifications from AOCI - (gains) losses, net of taxexpense (benefit):

Available-for-salc securities, net of lax of$1, $1 (j)
Qualifying derivatives, net oflax of$4, $21 (5) (39)
Defined benefit plans:

Priorservicecosts, net of tax of ($I), ($1) 1 j
Net actuarial loss, net of tax of ($ I), ($2) 1 4

Total other comprehensive income (loss) attributable to PPL Energy Supply
Member j ^3^

Comprehensive income (loss) attributable to PPL Energy Supply Member $ (65) S (41)

The acampaiiyinf- Notes 10 Condensed Financial Staieinenis are an inie};ral /wrtof thefiminciul siaiemenis.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Three Months Ended March 3L
2014 2013

Cash Flows from Operating Activities
Net income {loss) $ (66)$ (38)
Adjusimenls to reconcile net income (loss) to net cash provided (used in)byoperating
activities

Depreciation gO 73
Amortization 44 44
Defined benefit plans - expense 8 12
Deferred income taxes and investment tax credits (121) (21)
Impairment of assets 18
Unrealized (gains) losseson derivatives, andother hedging activities 229 214
Other 5 5

Change in current assets and current liabilities
Accounts receivable (IS) 71
Accounts payable I53 (94)
Unbilled revenues (92) |23
Fuel, materialsand supplies 43 |]
Prepayments (10) (104)
Taxes payable 53 37
Counterparty collateral 2 (64)
0"icr (22) (14)

Other operating activities
Defined benefit plans - funding (30) (105)
Other assets (5) 44
Other liabilities 2 (74)

Net cash provided by (used in) operating activities 276 125
Cash Flows from Investing Activities

Expenditures forproperty, plant and equipment (88) (124)
Purchases of nuclear plant decommissioning trust investments (32) (28)
Proceeds from the sale of nuclear plant decommissioning trust investments 27 24
Proceeds from the receipt of grants 56
Net(increase) decrease in restricted cash andcashequivalents (344) (59)
Other investing activities (8) (8)

Netcash provided by (used in) investing activities (389) (195)
Cash Flows from Financing Activities

Distributions to member (654) (313)
Net increase (decrease) in short-term debt 970 125
Other financing activities (1) (g)

Netcash provided by (used in) financing activities 315 (196)
Net Increase (Decrease) in Cash and Cash Equivalents 202 (266)

Cash and Cash Equivalents at Beginning of Period 239 413

Cash and Cash EquivalenLs at End of Period $ 441 $ 147

The accontpanyiiig Notes to Condensed Fiiuincial Siatemenis are an iniegnd/xin ofthefuuincial siaicmenis.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Assets

Current Assets

Cash and cash equivalents
Resiriciedcash and cash equivalents
Accounts receivable (less reserve: 2014, $21; 2013, $21)

Customer
Other

Accounts receivable from affiliates
Unbilled revenues
Fuel, materials and supplies
Prepayments
Deferred taxes
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
Properly, Plant and Equipment, net

Other Noncurrent Assets

Goodwill
Other intangibles
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets

March 31, December 31,
2014 2013

$ 441 $ 239

412 68

232 233

92 97

66 45

378 286

315 358

30 20

87

1,080 860

30 27

3,163 2,233

879 864

34 37

913 901

11,826 11,891
712 591

290 288

6,141 6,046

6,687 6,724
369 450

7,056 7,174

86 86

266 266

337 328

82 86

771 766

$ 11,903 S 11,074

Theaccomp<otying Notes to Condensed FinancialSlatemenis are an iniegndpart of theftmincialstatements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries
(Unaudilcd)
(Millions of Dollars)

Liabilities and Equity

March 31,
2014

December 31,
2013

Current Liabilities

Shori-tcrm debt $ 970
Long-icrni debt due within one year 304 $
Accounts payable 490
Accounts payable to affiliates 33
Taxes 84
Interest 43
Price risk management liabilities 1,211
Other current liabilities 239
Total Current Liabilities 3^374

Long-term Debt 2 220

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 1,154
Investment tax credits 145
Price risk management liabilities 316
Accrued pension obligations 84
Asset retirement obligations 400
Other deferred credits and noncurrent liabilities 131
Total Deferred Credits andOther Noncurrent Liabilities 2,230

Commitments and Contingent Liabilities (Note 10)

Member's Equity 4,079

Total Liabilities and Equity $ 11,903 S

Theaccompaiiyi/if' Notes to Condensed FinancialStaiemenis are an inie}{ral pan of thefinancial sialemenis.
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750

278

1,782

2,221

,114

205

320

11 1

393

130

2,273

4,798

1,074
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millidiu ofDollars)

December 31, 2013
Net income (loss)
Olher comprehensive income (loss)
Distributions

March 31, 2014

December 31,2012
Net income (loss)
Other comprehensive income (loss)
Distributions

March 31,2013

Non-

Member's controliing
equity interests Total

$ 4,798 $ 4,798
(66)

1

(66)

(654) (654)
$ 4,079 $ 4,079

$ 3,830 3; 18 $ 3,848
(38) (38)

(3) (3)
(313) (313)

$ 3,476 3: 18 s 3.494

The accompanying Notes to Condensed Financial Statements are an integndpart ofthefinancialstatements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudilcd)

(Millions ofDolUirs)

Three Months Ended March 31,
2014 2013

Operating Revenues $ 592 $ 513

Operating Expenses
Operation

Energy purchases 189 172
Energy purchases from affiliate 27 14
Other operation and maintenance I34 133

Depreciation 45 43
Taxes, other than income 32 30
Total Operating Expenses 427 392

Operating Income 165 121

Other Income (Expense) - net 2 1

Interest Expense 29 25

Income Before Income Taxes 138 97

Income Taxes 53 33

Net Income (a) $ 85 $ W

(a) Net income approximates comprehensive income.

The accomponying Notes to Condensed Financiul Statements are an integral pan ofthefitutncial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudiicd)
(Millions of Dollars)

Three Months Ended March 31,
2014 2013

Cash Flows from Operating Activities
Nctincome $ §5 $ 54
Adjustments to reconcile net income to net cash provided by(used in) operating activities

Depreciation 45 43
Amortization 4 5
Defined benefit plans - expense 3 7
Deferred income taxes and investment tax credits 25 45
Other (14) (3)

Change in current assets and current liabilities
Accounts receivable (107) (87)
Accounts payable 22 (34)
Prepayments (6I) (28)
Oliver (1) (6)

Other operating activities
Defined benefit plans - funding (19) (gg)
Other assets 4 g
Other liabilities 10 (3)

Net cash provided by (used in) operating activities ^ (77)
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (201) (189)
Net (increase) decrease in notes receivable from affiliates 150
Other investing activities 9 (3)

Net cash provided by (used in) investing activities (42) (|92)

Cash Flows from Financing Activities
Retirement of long-term debt (10)
Contributions from parent 65 60
Payment of common stock dividends to parent (32) (25)
Net increase (decrease) in short-term debt 40 125

Net cash provided by (used in) financing activities 63 16O

Net Increase (Decrease) in Cash and Cash Equivalents 17 (109)
Cash and Cash Equivalents at Beginningof Period 25 140
Cash and Cash Equivalents at End of Period $ 42 $ 31

Theacconyxinying Notes to Condensed FinancialStatements are an integralpart of thefiiuincialstatements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars, .shares in thousands)

Assets

Current Assets

Cash and cash equivalents $
Accounts receivable (less reserve: 2014, $17; 2013. $18)

Customer
Other

Accounts receivable from affiliates
Notes receivable from affiliate
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

Total Assets $

March 31,
2014

December 31,
2013

42 $ 25

387 284

9 5

4 4

150

105 116

34 35

101 40

82 85

10 22

774 766

6,998
2,454

4,544
1

684

5,229

770

214

^
1,019

7,022 $

6,886
2,417

4,469

2

591

5,062

772

211

35

1,018

6,846

The accompanying Notes to Condensed Financial Statements are an integral jxtrtof thefinancialstatement.':.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudiied)
(Millions of Dollars, shares in lliou.mnds)

March 31,

2014

Liabilities and Equity

Current Liabilities

Shon-ierm debt $ 6o
Long-term debt due within one year
Accounts payable 300
Accounts payable to affiliates 88
Taxes 39
Interest 23
Regulatory liabilities 68
Other current liabilities 83
Total Current Liabilities 661

Long-term Debt 2,306

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 1,439
Accrued pension obligations 78
Regulatory liabilities 13
Other deferred credits and noncurrent liabilities 58
Total Deferred Creditsand Other Noncurrent Liabilities 1,588

Commitments and Contingent Liabilities (Notes 6 and 10)

Stockholder's Equity
Common Slock - no par value (a) 364
Additional paid-in capita) 1,405
Earnings reinvested 698
Total Equity 2,467

Total Liabilities and Equity $ 7,022

(a) 170.000shares auihorizcd;66..168 shares issued and ouisiandingai March3!. 2014and December31. 2013.

Theaccoinpanyin)i Notes to CondensedFinancial Siaiemenisare an inleyral pan of thefinancial siaienients.
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December 31,

2013

20

10

295

57

51

34

76

82

625

2,305

1.399
96

15

^
1,567

364

1,340

645

2.349

6,846
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o

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars)

Common

stock

shares Additional

outstanding Common paid-in Earnings
(a) stock capital reinvested _

December 31,2013 66,368 $ 364 $ 1,340 $ 645 $
Net income 85
Capital contributions from PPL 65
Cash dividends declared on common slock (32)
March 31,2014 66,368 $ 364 $ 1,405 $ 698 ?

December 31,2012 66,368 $ 364 $ 1,135 $ 563 $
Net income 64
Capital contributions from PPL 60
Cash dividends declared on common stock (25)
March 31,2013 66,368 $ 364 $ 1,195 $ 602 $

(a) Shares inihousands. Allcommon sharesof PPLElectric stockarcownedby PPL.

Theaccomp<inyiii^ Noiesto Condensed FinancialSiaiemenis are an integralpart of thefinancial statements.
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Total

2,349

85

65

(32)

2,467

2,062
64

60

(25)

2,161
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended March 31,
2014 2013

Operating Revenues $ 934 $ gOO

Operating Expenses
Opcralion

277 23!
Energy purchases 124 86
Other opcralion and maintenance 206 197

Depreciation 85 82
Taxes, other than income I3 12
Total Operating Expenses 706 598

Operating Income 228 192

Other Income (Expense) - net (2) (2)
Interest Expense 42 37

Income Before Income Taxes 184 153

Income Taxes 59 57

Net Income (a) $ n5_ $ 96
(a) Net income approximates comprehensive income.

The accompcoiying Notes 10 Condensed Financial Slaiemenis are an integral part ofthefoumcial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG8eE and KU Energy LLC and Subsidiaries
(Unaudited)
(MiWuuu! iif Dollars}

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

Depreciation
Amortization
Defined benefit plans - expense
Dclcrred 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
Accrued interest
Taxes
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 (increase) decrease in notes receivable from affiliates
Net (increase) decrease in restricted cash and cash equivalents

Net cash provided by (used in) investing activities
Cash Flows from Financing Activities

Net increase (decrease) in notes payable with affiliates
Net increase (decrease) in short-term debt
Distributions to member
Contributions from member

Net cash provided by (used in) financing 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

Theaccompanying Notes to Condensed FinancialSiaiemenis are an integraljxin of thefinancial statements.
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Three Months Ended March 31,
2014 2013

$ 115 $ 96

86 82

6 7

8 17

74 45

(1) 1

(50) (78)
22 31

36

S3 47

36 30

(14) (2)
(24) (29)

(38) (154)
2

(11)
309 85

(272) (271)
66

1 4

(205) (267)

60

(45) 60

(104) (4)
40 75

(109) 191

(5) 9

35 43

$ 30 $ 52
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
{Millions ofDolUirs)

March 31,
2014

December 31,
2013

Assets

Current Assets

Cash and cash equivalents $ 30 $
Accounts receivable (less reserve: 2014, $26; 2013, $22)

Customer 265
Other 27

Unbilled revenues 144
Fuel, materials and supplies 225
Prepayments 22
Notes receivable from affiliates 4
Deferred income taxes 139
Regulatory assets 31
Other current assets 3
Total Current Assets 890

Property, Plant and Equipment

Regulated utility plant 8,683
Less: accumulated depreciation - regulated utility plant 849

Regulated utility plant, net 7^834
Other, net 3
Construction work in progress 1,868
Property, Plantand Equipment, net 9J05

Other Noncurrent Assets

Regulatory assets 475
Goodwill 990
Other intangibles 209
Other noncurrent assets 96
Total Other Noncurrent Assets 1,776

Total Assets $ 12,371 $

Theacconipiinying Notes 10 Condensed FinancialStatements are an integralpart of thefituincialstatements.
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35

224

20

180

278

21

70

159

27

3

.017

8,526

778

7,748
3

1,793

9,544

474

996

221

98

!,789

12,350
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millioiu ofDollars)

March 31, December 31,
2014 2013

Liabilities and Equity

Current Liabilities

Short-tcrm dcbl $ 200 $ 245
Accounls payable 341 345
Accoums payable to affiliates 3 3
Customer deposits 50 50
Taxes 25 39
Price risk management liabilities 4 4
Regulatory liabilities 12 14
Interest 59 23
Other current liabilities 87 111
Total Current Liabiliiics 781 835

Long-term Debt 4^565 4.565

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 1,021 965
Investment tax credits I34 135
Accrued pension obligations 119 I52
Asset retirement obligations 251 245
Regulatory liabilities 1,024 1,033
Price risk management liabilities 36 32
Other deferred credits and noncurrent liabilities 240 238
Total Deferred Credits and Other Noncurrent Liabilities 2,825 2,8(X)

Commitments and Contingent Liabilities (Notes 6 and 10)

Member's equity 4,200 4,150

Total Liabilities and Equity $ 12,371 $ [2,350

Theaca>irtp{inyiri)' Notes10CondensedFiiuotcialStatementsare an inicftralpart of thefinancial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(MillioiLsofDollars}

Member's

Equity

December 31, 2013 $ 4,150
Net income 1 j 5
Contribulions from member 40
Distributions to member (104)
Other comprehensive income (loss) (I)
March 31, 2014 $ 4,200

December 31,2012 $ 3,786
Net income 96
Contributions from member 75
Distributions to member (4)
Othercomprehensive income (loss) (|)
March 31,2013 $ 3,952

Theaccoinpaiiyiiig Notes to CondensedFinancial Siatemenisare an integral part of ihefiiuincial statements.
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company
(Unaudited)

(Millioru^ofDollars)

Three Months Ended March 31,
2014 2013

Operating Revenues
Retail and wholesale $ 442 $ 369
Electric revenue from affiliate 37 21
Total Operating Revenues 479 390

Operating Expenses
Operation

Fuel 117 96
Energy purchases 118 go
Energy purchases from affiliate 6 1
Other operation and maintenance 98 91

Depreciation 38 36
Taxes, olherihan income 6 6
Total Operating Expenses 383 310

Operating Income 96 go

Other Income (Expense) - net (2) (1)

Interest Expense 12 10

Income Before Income Taxes 82 69

Income Taxes 30 25

Net Income (a) $ ^ $ 44

(a) Net income equals comprehensive income.

Theaccompanying Notesto Condensed FinancialStatements are an integralpan of thefi/utncialstatements.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)
(Millions ofDollars)

Cash Flows from Operating Activities
Net income

Adjustmems lo reconcile net income to net cash provided by operating activities
Depreciation
Amortization

Defined benefit plans - expense
Deferred income taxes and investment lax credits
Other

Change in current assets and current liabilities
Accounts receivable

Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Taxes
Other

Other operating activities
Defined benefit plans - funding
Other liabilities

Net cash provided by operating activities
Cash Flows from Investing Activities

Expenditures for property, plant and equipment
Net (increase) decrease in restricted cash and cash equivalents

Net cash provided by (used in) investing activities
Cash Flows from Financing Activities

Net increase (decrease) in short-term debt
Payment of common stock dividends to parent
Contributions from 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
Cash and Cash Equivalents at End of Period

TheaccontfHinyiiif! Notes to CondensedFinancial Slaiemenisare an integral pan of thefituincial statements.
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Three Months Ended March 31,

2014 2013

$ 52 $ 44

38 36

3 3

2 6

6 11

(5) (5)

(40) (37)
14 9

(7) (7)
22 1

44 37

21 17

5 11

(9) (43)
2 2

148 85

(116) (98)
1 4

(115) (94)

(5) 15

(27) (19)
25

(32) 21

1 12

8 22

$ 9 $ 34
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
{MiUimm of lyolUirs. shares in thousands)

Assets

Current Assets

Cash and cash equivalents $ 9 j g
Accounts receivable (less reserve; 2014, $2; 2013, $2)

Customer ,18 ,02
Other 8 9

Unbilled revenues 53 g^
Accounts receivable from affiliates 23
Fuel, materials andsupplies HO )54
Prepayments 7 7
Regulatory assets 22 17
Other current assets 5 3
Total Current Assets 355 3^

Property, Plant and Equipment

Regulated utility plant 3 475 3 383
Less: accumulated depreciation - regulated utility plant 364 332

Regulated utility plant, net JTu 3 051
Construction work in progress 580 651
Property, Plant and Equipment, net 3^791 3 702

Other Noncurrcnt Assets

Regulatory assets 303 303
Coodwill 389 3gQ
Other intangibles jj4 120
Other noncurrcnt assets 33 35
Total Other Noncurrcnt Assets 839 347

Total Assets $ 4,995 $ 4.934
The accompanying Notes toCondensed Financial Slaieinenis are an iniegnd pan ofthefinancial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in ihoustinds}

Liabilities and Equity

Current Liabilities

Shorl-tcrm dcbl

Accounis payable
Accounis payable lo affiliaics
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest

Other current liabilities

Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noneurrent Liabilities

Deferred income taxes
Investment (ax credits

Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Price risk management liabilities
Other deferred credits and noneurrent liabilities

Total Deferred Credits and Other Noneurrent Liabilities

Commitments and Contingent Liabilities (Notes 6 and 10)

Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity

March 31,
2014

December 31,
2013

$ 15 $ 20

189 166

17 24

24 24

32 11

4 4

9 9

15 6

26 32

331 296

1,353 1,353

590 582

38 38

10 19

70 68

477 482

36 32

105 104

1,326 1,325

424 424

1,364 1,364
197 172

1,985 1,960

$ 4,995 $ 4,934

(a) 75.000shares authorized:21.294 shares issued and outstandingat March31. 2014 and December31. 2013.

Theaccompanying Noies to Condensed FinancialSunemenis are an inlegrxd part of thefouincial slafemenf.s.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudiled)
(Millioiu^ofDollars)

Common

stock

shares Additional
outstanding Common paid-in Earnings

(a) stock capital reinvested

December31,2013 21.294 $ 424 $ 1,364 $ 172
Net income 52
Cash dividends declared on common siock (27)
March 31,2014 21,294 $ 424 $ 1,364 $ 197 $ 1,9"^

December 31,2012 21,294 $ 424 $ 1,278 $ 108
Net income 44
Capital contributions from LKE 25
Cash dividends declared on common stock (19)
March 31,2013 21,294 $ 424 $ 1,303 $ 133 $ 1,860

(a) Shares in thousands. Allcommon sharesof LC&E stockareownedby LKE.

The accompanyiii}; Notes 10 Condensed Financial Siaienienis are an iniep,rat pun ofthefituincial siatemenis.
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Total

,960
52

(27)

810

44

25

(19)
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CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company
(Unaudiicd)

(Milliotis ofDollars)

Three Months Ended March 31,
2014 2013

Operating Revenues
Retail and wholesale $ 492 $ 431
Electric revenue from affiliate 6 I

Total Operating Revenues 498 432

Operating Expenses
Operation

Fuel 160 135
Energy purchases 6 6
Energy purchases from affiliate 37 21
Other operation and maintenance 98 97

Depreciation 48 46
Taxes, other than income 7 6

Total Operating Expenses 356 311

Operating Income 142 121

Other Income (Expense) - net (1)

Interest Expense 19 17

Income Before Income Taxes 123 103

Income Taxes 46 39

Net Income (a) $ 77 $ 64

(a) Nci income approximates comprehensive income.

Theucconipanying Notes to Condensed FinancialSiaiemenis are an integralpan of thefituincialsluiements.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudiicd)
(Milliotis i)f Dollars)

Cash Flows from Operating Activities
Not income

Adjusimenls to reconcile net income to net cash provided by operating activities
Depreciation
Amortization

Defined 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
Taxes
Accrued interest

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 short-term debt
Payment of common stock dividends to parent
Contributions from 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
Cash and Cash Equivalents at End of Period

TheaccoinjHuiyi/ig Ntnesto CondensedFinancial Siaiemenisare an inief^ral part of thefinancial statements.
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Three Months Ended March 31,

2014 2013

$ 77 $ 64

48 46

3 4

2 5

34 35

2 9

(24) (31)
15 32

16 8

14 (I)
9 10

(12) (17)
18 15 .

(9) (20)

(3) (60)

I (15)

191 85

(154) (172)

(154) (172)

(40) 45

(37) (13)
40 50

(37) 82

(5)
21 21

$ 21 $ 16
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions ofDollars, sluires in thou.uinds)

Assets

March 31,
2014

Current Assets

Cash and cash equivalents $ 21
Accounts receivable (less reserve; 2014, $4; 2013, $4)

Customer 147
Other 7

Unbilled revenues 81
Fuel, materials and supplies 115
Prepayments 5
Regulatory assets 9
Other current assets 12
Total Current Assets 397

Property, Plant and Equipment
Regulated utility plant 5,208
Less: accumulated depreciation - regulated utility plant 485

Regulated utility plant, net 4^723™
Other, net 1
Construction work in progress 1,185
Property, Plantand Equipment, net 5,909

Other Noncurrent Assets

Regulatory assets 172
Goodwill 607
Other intangibles 95
Other noncurrent assets 56
Total Other Noncurrent Assets 930

Total Assets $ 7,236

Theaccompanyiiif' Notes to Condensed FinancialStatements are an intef;ral /wn of thefimincial .^tateineni.s.
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December 31,
2013

21

122

9

95

124

4

10

^
391

5,143

446

4,697
I

1,139

5,837

171

607

101

^
935

7,163
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in ihousands}

March 31, December 31,
2014 2013

Liabilities and Equity

Current Liabilities

Shorl-icrm debt $ nO $ 150
Accounts payable 140 159
Accounts payable to affiliates 41 25
Customer deposits 26 26
Taxes 21 33
Regulatory liabilities 3 5
Interest 29 11
Other current liabilities 30 36
Total Current Liabilities 400 445

Long-term Debt 2,091 2,091

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 699 658
Investment tax credits 96 97
Accrued pension obligations 9 )]
Asset retirement obligations 181 177
Regulatory liabilities 547 551
Other deferred credits and noncurrent liabilities 90 89
Total Deferred Creditsand Other Noncurrent Liabilities 1,622 |,583

Commitments and Contingent Liabilities (Notes 6 and 10)

Stockholder's Equity
Common stock - no par value (a) 308 308
Additional paid-in capital 2,545 2,505
Accumulated other comprehensive income [
Earnings reinvested 270 230
Total Equity 3,123 3,044

Total Liabilities and Equity $ 7,236 $ 7,163

(a) 80.000shares authorized;37,818shares issued and outstandingat March31. 2014and December31. 2013.

The accomp<inying Notes to Condensed FinancialStatements are an integralpan of thefouincial siatement.s.
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudiled)
(Millions of Dollars)

Common

stock

shares Additional

outstanding Common paid-in

Accumulated

other

comprehensive
income

(a) stock capital reinvested (loss) Total

December 31, 2013 37,818 a; 308 :S 2,505 $ 230 $ 1 $ 3,044
Ncl income 77 77
Capital contributions from LKE 40 40
Cash dividends declared on common

stock (37) (37)
Other comprehensive income (loss) (i) (I)
March 31, 2014 37,818 3; 308 :5 2,545 $ 270 $ $ 3,123

December 31,2012 37,818 3; 308 :E 2,348 $ 126 $ 1 $ 2,783
Net income 64 64
Capital contributions from LKE 50 50
Cash dividends declared on common

stock (13) (13)
March 31, 2013 37,818 3; 308 ;E 2.398 $ 177 $ 1 $ 2,884

(a) Shares in (housands. Allcommon shares of KU stockarc ownedby LKE.

The accoinpanyht}^ Notes to Condensed Financial Statements are an intci-ra! part ofthefinancial siaieinenis.
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Combined Notes to Condensed Financial Statements (Unaudited)

1. Interim Financial Statements

(All Reghirants)

Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defined
in the glossary. Dollars are in millions, except pershare data, unless otherwise noted. The specific Registrant to which
disclosures are applicable is identified in parenthetical headings in italics above the applicable disclosure or within the
applicable disclosure for their related activities and disclosures. Within combined disclosures, amounts are disclosed for any
Registrant when significant.

The accompanying unaudited condensed financial statements have been prepared in accordance withGAAP for interim
financial information and with the instructions to Form 10-Q and Article 10of Regulation S-X and, therefore, do not include
all of the information and footnotes required byGAAP for complete financial statements. In the opinion of management, all
adjustments considered necessary for a fair presentation in accordance with GAAP 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, 2013 is derived from that Registrant's 2013 audited Balance Sheet. The financial statements and notes
thereto should be read inconjunction with the financial statements and notes contained ineach Registrant's 2013 Form 10-K.
The results of operations for the three months ended March 31,2014, are not necessarily indicative of the results to be
expected lor the full year ending December 31, 2014,or other future periods, because results for interim periodscan be
disproportionately infiuenced by various factors, developments and seasonal variations.

The classification of certain prior period amounts has been changed to conform to the presentation in the March 31, 2014
financial statements.

2. Summary of Significant Accounting Policies

(All Registrants)

The following accounting policydisclosures represent updates to Note 1 ineach Registrant's 2013 Form lO-K and should be
read in conjunction with those disclosures.

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

In accordance witha PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts
receivable Irom alternative suppliers (including PPL EnergyPlus) at a discount, which reflectsa 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 basedon the purchase price paid
and are classified as Level 2 in the fair value hierarchy. During the three months ended March 31, 2014, PPL Electric
purchased $362 million of accounts receivable from unaffiliated third parties and $105 million from PPLEnergyPlus.
During the three months ended March 31, 2013, PPL Electric purchased $259 million of accounts receivable from
unaffiliated third parties and $77 million from PPL EnergyPlus.

New Accounting Guidance Adopted (All Registrants)

Accounting for ObliQations Resulting from Joint and Several Liability Arrangements

Effective January 1,2014, the Registrants retrospectively adopted accounting guidance for the recognition, measurement and
disclosure ol certain obligations resulting from joint and several liability arrangements when the amountof the obligation is
fixed at the reporting date. If the obligation is determined to be in the scope of this guidance, it will be measured as the sum
of the amount the reporting entity agreed to pay on the basisof its arrangements among its co-obligorsand any additional
amount the reporting entity expects to pay on behalf of its co-obligors. This guidance also requires additional disclosures for
these obligations.

The adoption of this guidance did not have a significant impact on the Registrants.
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Accounting for the Cumulative Translation Adjustment upon Derecoanition of Certain Subsidiaries or Groups of
Assets within a Foreign Entity or of an Investment in a Foreign Entity

Effective January I, 2014, PPL prospeclively adopted accounting guidance that requires a cumulative translation adjustment
to be released into earnings when anentity ceases to have a controlling financial interest in a subsidiary or group of assets
within a consolidated foreign entity and the sale or transfer results in the complete or substantially complete liquidation of the
foreign entity. For the step acquisition of previously held equity method investments that are foreign entities, this guidance
clarifies that the amount of accumulated other comprehensive income that is reclassificd and included in the calculation of a
gain or loss shall include any foreign currency translation adjustment related to that previously held investment.

The initial adoption of this guidance did not have a significant impact on PPL; however, the impact in future periods could be
material.

Presentation of Unrecognized Tax Benefits When Net Operating Loss Carryforwards. Similar Tax Losses, or Tax
Credit Carryforwards Exist

Effective January I, 2014, the Registrants prospectivcly adopted accounting guidance that requires an unrecognized tax
benefit, or a portion of an unrecognized tax benefit, to be presented in the financial statements as a reduction to a deferred tax
asset for a net operating loss carryforward, a similar tax loss, ora tax credit carryforward. To the extent a net operating loss
carryforward, a similar tax loss, or a tax credit carryforward is notavailable at the reporting date under the tax law of the
applicable jurisdiction to settleanyadditional income taxes that would result from thedisallowance of a tax position, or the
tax law of the applicable jurisdictiondoes not require theentity to use, and the entity does not intend to use, the deferred tax
asset for such purpose, theunrecognized tax benefit should be presented in the financial statements as a liability and should
not be combined with deferred tax assets.

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

3. Segment and Related Information

(PPL)

Q Sec Note 2in PPL's 2013 Form 10-K for adiscussion of reportable segments and related information.
Financial data for the segmentsand reconciliation to PPL's consolidated results for the periodsended March 31 arc:

Income Stulcmcnt Data

Revenues from external customers

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply (a)
Corporate and Other

Total

Intersegment electric revenues
Supply

Net Income Attributable to PPL Shareowners

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply (a)
Corporate and Other

Total
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Three Months

2014

648

934

59]

(953)
3

1.223 S

27 S

206

107

85

(75)

(7)
316

2013

648

800

512

494

3

2.457

14

313

85

64

(46)

(.3)
413
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Balance Sheet Data

Assets

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply
Cotporate and Other (b)

Total assets

(a) Includes unrealized gains and losses from economic activity. SecNote 14 for additional information.
(b) Primarily consists ofunallocated items, including cash. PP&E and the elimination of inter-scgnK*nt transactions.

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 applicable period. Diluted EPS iscomputed by dividing income available to PPL
common shareowners by the weighted-average number ofcommon shares outstanding, increased by incremental shares that
would be outstanding ifpotentially dilulive non-participating securities were converted to common shares as calculated using
the Treasury Stock method or the Il-Converted Method, as applicable. Incremental non-participating securities that have a
dilutive impact are detailed in the table below.

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

Income (Numerator)
Net income atlribuiable lo PPL shareowners

Less amounts allocated to panicipaiing securities
Net income available to PPL common shareowners • Basic
Plus interestcharges (net of tax) related to EquityUnits (a)
Net inconK available to PPL common shareowners - Diluted

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

Share-based payment awards
Equity Units (a)
Forward sale agreements

Weighted-average shares - Diluted EPS

Basic EPS

Net Income Available to PPL common shareowners

Diluted EPS

Net Income Available to PPL common shareowners

March 31,
2014

December 31,
2013

S 16.535 S 15.895

12.037 12.016

7.022 6.846
12.237 11.408

142 94

S 47.973 S 46,259

Three Months

2014 2013

$ 316

2

S 413
2

314

9

411

15

$ 323 s 426

630.749 582.640

1.511

31.679

810

71.990

1.580

66.3.939 657.020

S 0..50 s 0.70

S 0.49 s 0.65

(a) The If-Convcrtcd Method has been applied to the Equity Units prior to settlement. Sec Note 7 for additional information on the 2011 Equity Units,
includingthe issuanceof PPLcommon stock on May 1. 2014 to settle the 2011 PurchaseContracts.

Forihe periods ended March 31, PPL issued common stock related tosiock-based compensation plans, ESOP and DRIP as
follows (in thousands):

Stock-based compensation plans (a)
ESOP

DRIP

Three Months

2014

1.096

2013

446

275

.549

(a) Includes stock options exercised, vesting of restricted stock and restricted stock units and conversion ofstock units granted todirectors.
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Forthe periods ended March 31, ihc following shares (in thousands) were excluded from thecomputations of diluted EPS
because the effect would have been antidilutive.

Stock opiions
Perfoimancc units

Restricted stock units

5. Income Taxes

Reconciliationsof income taxes for the periods ended March 31 are:

(PPL)

Federal incometax on Income Before Income Taxes at statutory tax rate • 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit

Impact of lower U.K. income tax rates
U.S. income lax on foreign earnings • net of foreign tax credit
Federal income laxcredits, excluding foreign tax credit
Amortization of investment tax credit

Depreciation not nonnalized
Other

Total increase (decrease)

Total income taxes

(PPL Energy Supply)

Federal income lax on Income (l-oss) Before Income Taxes at statutory tax rate - 35%
lncrea.sc (decrease) due to:

State income taxes, net of federal incoitK tax benefit

Federal income tax credits

Other

Total increase (decrease)

Total income taxes

(PPL Electric)

Federal income tax on Income Before Income Taxes at statutory tax rale - 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Federal and state tax resen'e adjustments
Depreciation not normalized
Other

Total increase (decrease)
Total income taxes

(LKE)

Federal income lax 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 (decrea.sc)
Total income taxes
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Three Months

2014

2.540

123

2013

6.589

206

116

Three Months

2014 2013

s 1.50 S 197

2 3

(45) (38)
II 2

(1) (4)

(2) (3)
(2) (3)

(1) (3)
(38) (46)

s 112 S 151

Three Months

2014 2013

S (40) s (26)

(9) (6)
(1)

1

(3)

(9) (9)

5 (49) s (35)

Three Months

2014 2013

$ 48 s 34

8 5

(2)

(2) (3)

(1) (1)
5 (1)

S 53 s 33

Three Months

2014 2013

S 64 s 54

7 5

(2) (2)

5 3

S 69 s 57
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(LG&E)

Three Months

2014 2013
Federal income tax on Income Before Inconx; Taxes at statutory tax rale • $ 29 S 24

Increase (decrease) due to:
Slate inconre taxes, net of federal income tax benefit

Other
3

(2)
3

(2)
Total increase (decrease) 1 1

Total income taxes $ 30 s 25

(RU)

Three Months

2014 2013

Federal income tax on Income Before IticomeTaxes at statutory tax rate • 35% $ 43 S 36
Increase (decrease) due to:

Stale income taxes, net of federal inconw tax benefit

Other
4

(1)

4

(!)
Total increase (decrea.se) 3 3

Total income taxes S 46 s 39

6. Utility Rate Regulation

(All Registrants except PPL Energy Supply)

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

Current Regulatory Assets:
Environmcmal cost recovery
Gas supply clause
Fuel adjusinient clause
Demand side management
Other

Total current regulatory assets

Noncurrent Regulatory Assets:
liXtflned benefit plans
Taxes recoverable through future rates
Storm costs

Unamortized loss on debt

Interest rate swaps
Accumulated cost of removal of utility plant
AROs

Other

Total noncurrent regulatory assets

Current Regulatory Liabilities:
Generation supply charge
Environmental cost recovery
Gas supply clause
Transmission service charge
Fuel adjustn>eni clause
Transmission formula rate

Universal service rider

Siomi damage expense
Gas line tracker

Other

Total current regulatory liabilities
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PPL PPL Electric

March 31, December 31, March 31, December 31,
2014 2013 2014 2013

S 7

S 19 10

10 2

2 6 S 1 S 6

S 32 s 33 $ I S 6

s 503 s 509 $ 255 s 257

307 306 307 306

141 147 51 53

82 85 .54 57

48 44

101 98 101 98

51 44

12 13 2 1

s 1.245 s 1.246 s 770 s 772

s 25 s 23 s 25 s 23

3

2 3

10 8 10 8

4

27 20 27 20

5 10 5 10

14 14

7 6

1 2 1 1

s 80 s 90 $ 68 s 76
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Noncurreni 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
Defined benefit plans
interest rate swaps
Other

Total noncurrcnt regulatory liabilities

LKE

PPL PPL Eleclric

March 31, December 31, March 31, December 31,
2014 2013 2014 2013

$ 692 S 688

gs 98

98 100

30 30

13 \f> S 13 S \5
26 26

86 86

4 5

s 1.037 S 1.048 S 13 S 15

LG&E KU
March 31, December 31,

2014 2013 2014 2013 2014 2013

Current Regulator)' Assets:
Environmental cost recovery S 7 S 2 •S 5
Gas supply clause s 19 10 S 19 10
Fuel adjustment clause to 2 2 -> % 8
[Remand side management 1 8 1 3 5
Other 1 1

Total current regulatory assets s 31 s 27 S 22 S 17 $ 9 s 10

Noncurreni Regulatory Assets:
[>;fined benefit plans s 248 s 252 s 161 s 164 $ 87 s 88
Storm costs 90 94 49 51 41 43
Unamonized loss on debt 28 28 18 18 10 10
Interest rate swaps 48 44 48 44

AROs 51 44 23 21 28 23
Other 10 12 4 5 6 7

Total noncurreni regulatory assets s 475 s 474 s 303 $ 303 S 172 s 171

Current Regulatory Uabilitics:
Environmental cost recovery s 3 S 3
Gas supply clause 0 s 3 s "> s 3
Fuel adjustment clause 4 % 4

Gas line tracker 7 6 1 6
Other 1 1

Total current regulatory liabilities s 12 s 14 s 9 s 9 $ 3 % 5

Noncurrcnt Regulatory Uabilitics:
Accumulated cost of removal

of utility plant $ 692 $ 688 s 301 s 299 s .391 % 389
Coal contracts (a) 88 98 38 43 50 55
Power purchase agreement • OVEC (a) 98 100 68 69 30 31
Net deferred tax assets 30 30 25 26 5 4
Defined benefit plans 26 26 26 26
Interest rate swaps 86 86 43 43 43 43
Other 4 5 2 2 0 3

Total noncurrcnt regulatory liabilities s 1.024 s 1.033 s 477 s 482 s .547 % .551

(a) These liabilities were recorded as offsets tocertain intangible ajtscis that were recorded at fair value upon the acquisition of LKE byPPL

Regulatory Matters

U.K. Activities (PPL)

Ofgem Review of Line Loss Calculadon

In March2014, Ofgem issued its final decisionon the DPCR4 line loss incentives and penalties mechanism. As a result,
WPD increased its existing liability by$65 million for over-recovery of line losses with a reduction to "Utility" revenue on
the Statement of Income. The total recorded liability at March 31, 2014 was$115 million, nearlyall of which will be
refunded to customers from April I, 2015 through March 31, 2019. The recorded liability at December 31, 2013 was$74
million. Other activity impacting the liability included reductions in the liability that have been included in tariffs during the
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first quarter of2014 and foreign exehange movements. PPL isconsidering what, ifany, reeourse may be available to seek
review of the final decision.

Kentucky Activities (PPL, LKE, LG&Eand KU)

CPCN Filings

InJanuary 2014, LG&E and KU filed an application for a CPCN with the KPSC requesting approval to build a NGCC
generating unit at KU's Green River generating site and a solar generating facility at the E. W. Brown generating site. The
proceeding is currently in thediscovery phase anda hearing is scheduled for July 2014. In April 2014, LG&E and KU filed a
motion to hold further proceedings in abeyance for up to90 days in order toallow the companies to assess the potential
impact ofcertain events on their future capacity needs, including the recent receipt of termination notices to be generally
effective in 2019 fromcertain KU municipal wholesale customers. See "Federal Matters - FERC Formula Rates" below for
additional information relating to the municipal wholesale customers.

Pennsylvania Activities (PPL and PPL Electric)

Storm Damage Expense Rider

In its December 28, 2012 final rate case order, the PUC directed PPL Electric to file a proposed Storm Damage Expense
Rider (SDER). In March 2013, PPL Electric filed its proposed SDER with the PUC and, aspart of that filing, requested
recovery of the2012qualifying storm costs related to Hurricane Sandy. PPLElectric proposed that the SDER become
effective January 1, 2013 at a zero rate with qualifying storm costs incurred in 2013 and the 2012 Hurricane Sandy costs
included in rates effective January 1, 2014. As of December 31, 2013, PPL Electric had a $14 million regulatory liability
balance for amounts expected to be refunded to customers for revenues collected to cover storm costs in excess of actual
stormcosts incurred during2013. On April 3, 2014, the PUC issued a final order approving the SDER. The SDER will be
effective January 1, 2015 and will initially include actual storm costs compared tocollections from December 2013 through
November 2014. As a result of the order, PPL Electric reduced its regulatory liability by$12 million. Also, as part of the
order, PPL Electric can recover Hurricane Sandy storm damage costs through the SDER overa three-year period beginning
January2015. See "Storm Costs" below for additional information on Hurricane Sandy costs.

Storm Costs

In February 2013, PPL Electric received an order from the PUC granting permission todefer qualifying costs in excess of
insurance recoveries associated with Hurricane Sandy. At March 31, 2014 and December 31, 2013, $29 million was included
on the Balance Sheets as a regulatory asset.

Act 129

Act 129requires Pennsylvania Electric Distribution Companies (EDCs) to meet specified goals for reduction in customer
electricity usage and peak demand byspecified dates. EDCs not meeting therequirements of Act 129 are subject to
significant penalties.

UnderAct 129, EDCs must file an energyefficiencyand conservation plan (EE&C Plan) with the PUCand contract with
conservation service providers to implement all or a portion of the EE&C Plan. EDCs areable to recover the costs (capped at
2.0% of the EDCs 2006revenue) of implementing theirEE&C Plans. InOctober 2009, the PUC approved PPL Electric's
Phase I EE&C Plan ending May 31, 2013.

Phase I of Act 129 required EDCs to reduce overall electricity consumption by 1.0% by May 2011 and by 3.0% by May
2013, and reduce peak demand by4.5% by May 2013. Theoverall consumption reduction is measured against PUC-
forecasted consumption for the twelve months ended May 31, 2010. The peak demand reduction wasrequired to occur for
the 100 hours of highest demand, which is determined by actual demand reduction during theJune 2012 through September
2012 period. The PUC issued an Orderon March 20, 2014 determining that PPL Electric met all of its Phase I EE&C
compliance requirements.

UnderAct 129the PUC was required to evaluate the costs and benefitsof the EE&C program by November 30, 2013 and
adopt additional reductions if the benefits of the program exceed thecosts. In 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 Phase II reduction target is 2.1% of the total
energy consumption forecasted by the PUC for the twelve months ended May 31, 2010. The PUCdid not establish demand
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reduciion targets for the Phase Hprogram. PPL Electric began its PUC-approved Phase II Plan implementation on June 1,
2013. In November 2013, PPL Electric filed 40 modifications to its Phase II Plan which contains programs designed to meet
PPL Elcctric's target of reducing total energy consumption by 2.1%. On March 6, 2014, the PUC issued an order approving
the revised EE&C Plan with minor modifications related to training.

Act 129 also requires Default Service Providers (DSP) to provide electricity generation supply service tocustomers pursuant
to a PUC-approved default service procurement plan through auctions, requests for proposal and bilateral contracts at thesole
discretion of the DSP. Act 129 requires a mix of spot market purchases, short-term contracts and long-term contracts (4 to20
years), with long-term contracts limited to 25% of load unlessotherwise approved by the PUC. A DSP is able to recoverthe
costs associated with its default service procurement plan.

InJanuary 2013, the PUC approved PPL Electric's DSP procurement plan for the period June I, 2013 through May 31, 2015.
On April 18, 2014, PPL Electric filed a new DSP procurement plan with the PUC for the period June I, 2015 through
May 31, 2017. This filing is pending before the PUC.

Smart Meter Rider

Act 129 also requires installation of smart meters for new construction, upon therequest of consumers and at theircost,or on
a depreciation schedule not exceeding 15 years. Under Act 129, EDCs are able torecover the costs ofproviding smart
metering technology. All of PPL Electric's metered customerscurrently have advanced meters installed at their service
locations capable of many of the functions required under Act 129. PPL Electric continues toconduct pilot projects to
evaluate additional applications of its current advanced metering technology pursuant to the requirements of Act 129. PPL
Electric recovers the cost of its pilot projects through a cost recovery mechanism, the Smart Meter Rider (SMR). In August
2013, PPL Electric filed with the PUC an annual report describing the actions it was taking under its Smart Meter Plan during
2013 and its planned actions for 2014. PPL Electric also submitted revised SMR charges that became effective January I,
2014. PPL Electric will submit its final Smart Meter Plan by June 30, 2014.

Distribution System Improvement Charge

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 tocertain 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 II. Act II requires utilities to file an LTIIP asa prerequisite to
filing for recovery through the DSIC. TJie 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 LTIIPdescribing projectseligible for inclusion in the DSIC and in an order entered
on May 23, 2013, the PUC approved PPL Electric's proposed DSIC with an initial rate effective July 1, 2013, subject to
refund after hearings. The PUCalso assigned four technical recovery calculation issues to the Office of Administrative Law
Judge for hearing and preparation of a recommended decision. The case remains pending before the PUC.

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-
approvcd PJM open access transmission tariff that utilizes a formula-based rate recovery mechanism. The formula rate is
calculated, in part, based on financial results as reported in PPL Electric's annual FERC Form I filed under the FERC's
Uniform System of Accounts.

PPL Electric initiated its formula rate 2012, 2011 and 2010 Annual Updates. Each update was subsequently challenged by a
group of municipal customers, whose challenges were opposed by PPL Electric. Between 2011 and 2013, numerous hearings
before the FERC andsettlement conferences were convened inan attempt to resolve these matters. Beginning in thesecond
halfof 2013, PPL Electric and thegroup of municipal customers exchanged confidential settlement proposals. PPLand PPL
Electric cannot predict theoutcome of the foregoing proceedings, which remain pending before theFERC.
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FERC Formula Rates (LKE and KU)

InSeptember 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements powersales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would chargecost-based rates with a subsequent true-up to actual costs, replacing the current formula which
does not include a iruc-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014 subject to refund. In April 2014, FERC accepted a motion filed by
KU requesting a delay until mid-June of the effectiveness of other elements, including updated termination notice periods,
new credit and uncollectible charge provisions. Also in April 2014, nine municipalities submitted notices of termination,
underthe original notice period provisions, to cease takingpowerunder the wholesale requirements contracts, such
terminations to be effective in 2019, except in the ca.sc of one municipality with a conditional 2017 effective date. The
parties arecontinuing settlement negotiations. KU cannot currently predict theoutcome of the proceeding or related matters.

7. Financing Activities

Credit Arrangements and Short-term Debt

(All Registrants)

The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial
paperprograms. For reporting purposes, on a consolidated basis, thecredit facilities and commercial paper programs of PPL
Energy Supply, PPL Electric, LKE, LG&E and KU also apply to PPL and the credit facilities and commercial paper
program.s of LG&E and KU also apply to LKE. The amounts borrowed below are recorded as "Short-term debt" on the
Balance Sheets. The following credit facilities were in place at:

Marcti31,2014 December 31, 2013

Letters of

Credit

and

ComnKrciut

Paper
LssucdOPPL

U.K.

PPL WW Syndicated
Credit Facility

WPD (Souiti West)

Syndicated Credit Facility
WPD (liiisl Midlands)

Syndicated Credit Facility
Wj^D (West Midlands)

Syndicated Credit Facility
Uncommiiicd Credit Facilities

Total U.K. Credit Facilities (a)

U.S.

PPL Capital Funding
Syndicated Credit Facility (b)
Bilateral Credit Facility
Total PPL Capital Funding Credit Facilities

PPL Energy Supptv

Syndicated Credit Facility (b)
Lxtterof Credit Facility
Uncommitted Credit Facilities

Total PPL Energy Supply Credit Facilities

PPL Electric

Syndicated Credit Facility

LKE

Syndicated Credit Facility (b)

LG&E

Syndicated Credit Facility

Expiration
Date Capacity Borrowed

Letters of

Credit

and

Commercial

Paper
(.SKued

Unused

Capacity Borrowed

O
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Dec. 2016 £ 210 £ 98 £ 112 £ 103

Jan. 2017 245 245

Apr. 2016 300 300

Apr. 2016 300

88 £ 5

300

83 £ 5

£ 1,143 £ 98 £ 5 £ 1.040 £ 103 £ 5

Nov. 2018

Mar. 20 LS

S 300

1.50

S 185 S 115

1.50

S 270

$ 450 s 185 S 265 $ 270

Nov. 2017

Mar. 20l.'i

s 3.000

1.50

175

s 350 S 730

91

77

s 1.920

59

98

S 29

138

77

s 3.325 s 350 s 898 s 2.077 S 244

Oct. 2017 s 300 s 61 s 239 s 21

Oct. 2018 s 75 s 75 $ 75

Nov. 2017 $ 500 $ 15 s 485 s 20
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KU

Syndicated Credit Facility
Letter of Credit Facility

Total KU Credit Facilities

Expiration
Date

Nov. 2017

May 2016

March 31, 2014

Capacity Borrowed

400

198

Letters of

Credit

and

Commercial

Paper
Issued

S 110

198

Unused

Capacity

290

598 308 S 290

December 31, 2013

Letters of

Credit

and

Commercial

Paper
IssuedBorrowed

150

198

348

(a) PPL WWsamouni-s borrowed at March 31.2014 and December 31.2013 were USD-dcnominaicd borrowings orS164 million and S166 million,
which equated to £98 millionand £103 millionat the lime of borrowings and bore interestat 1.86%and 1.87%, At March31. 2014. the unused
capacity under the U.K. credit facilities was S1.7 billion.

(b) At March 31.2014. interest rates onoutstanding borrowings were 1.79% for PPL Capital Funding and 1.66% for PPL Energy Supply and LKE. At
I>;cember 31. 2013. interest ratesonoutstanding borrowings were 1.79% for PPLCapital Funding and 1.67% for LKE.

PPL Energy Supply, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing
source to fund short-term liquidity needs, as necessary. Commercial paper issuances, included in "Short-term debt" on the
Balance Sheets, aresupported by the respective Registrant's Syndicated Credit Facility. The following commercial paper
programs were in place at:

PPL Energy Supply
PPL Electric

LG&E

KU

Total

Weighted •
Average

lnterc.sl Rale

0.48%

0.33%

0.27%

0.29%

March 31, 2014

Capacity

750

300

350

350

1.7.50 S

Commercial

Paper
Issuances

620 $

60

15

no

805 S

Unu.sed

Capacity

1.10

240

335

240

945

December 31, 2013

Weighted •
Average

lntcrc.st Rate

0.23%

0.29%

0.32%

Commercial

Paper
Issuances

20

20

1.50

190

(PPL and PPL Energy Supply)

PPLEnergy Supply maintains a $500million Facility Agreement expiring June 2017, that provides PPLEnergy Supply 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, 2014, PPL Energy Supplyhad not requested any capacity for the
Issuanceof 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 PPLEnergyPlus will receive credit to be applied tosatisfy collateral posting
obligations related to its energy marketing and trading activities withcounterparties 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 oweunder their guarantees. The
facility expires in November 2018, but is subject to automatic one-year renewals under certain conditions. There were no
secured obligations outstanding under this facility at March 31, 2014.

(PPL Electric and LKE)

See Note 11 for discussion of intercompany borrowings.

Long-term Debt and Equity Securities (PPL)

2011 Equity Units

In March 2014, PPL Capital Funding remarketed $978 million of 4.32% Junior Subordinated Notes due 2019 that were
originally issued in April 2011 as a component of PPL's 2011 Equity Units. In connection with the remarkeiing, PPL Capital
Funding retired $228 million of the 4.32% Junior Subordinated Notes due 2019 and issued $350 million of 2.189% Junior
Subordinated Notes due 2017and $400million of 3.184% Junior Subordinated Notes due 2019. Simultaneously, the newly
issued notes were exchanged for $350 million of 3.95% Senior Notes due 2024 and $400 million of 5.00% Senior Notes due
2044. The transaction wasaccounted for as a debt extinguishment, resulting in a $(9) million gain (loss) on extinguishment
of the Junior Subordinated Notes, recorded to "Interest Expense" on the Statement of Income. Except for the $228 million
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rciircmcnl of the 4.32% Junior Subordinated Notes and fees related to the transactions, the activity was non-cash and was
excluded from the Statement of Cash Flows for the three months ended March 31, 2014. Additionally, on May 1, 2014, PPL
issued 31.7 million shares of common stock at $30.86 per share to settle the 2011 Purchase Contracts. PPL received net cash
proceeds of $978 million, which will be used to repayshort-term debt and for general corporate purposes.

Distributions (PPL)

In February 2014, PPL declared its quarterly common stock dividend, payable April 1, 2014, at 37.25 cents per share
(equivalent to $1.49 perannum). Future dividends, declared at thediscretion of the Board of Directors, will bedependent
upon future earnings, cash flows, financial and legal requirements and other factors.

8. Acquisitions, Development and Divestitures

(All Registrants)

The Registrants from time to timeevaluateopportunities for potential acquisitions, divestitures and development projects.
Development projectsare recxamincd basedon market conditions and other factors to determine whetherto proceed with the
projects, sell, cancel or expand them, execute tolling agreements or pursue other options. Any resulting transactions may
impact future financial results. Sec Note 8 in the 2013 Form lO-K for additional information.

Development

Hydroelectric Expansion Prelect {PPLand PPL EnergySupply)

In January 2014, the U.S. Department of Treasury awarded $56 million for Specified Energy Property in Lieu of Tax Credits
for the Rainbow hydroelectric redevelopment project inGreat Falls, Montana. PPL Energy Supply accepted andaccounted
for the receipt of the grant in 2014. PPL Energy Supply was required to recapture $60 million of investment tax credits
previously recorded related to the Rainbow projectas a resultof the grant receipt. The impact on the financial statements of
accounting for the grant receipt and recapture of investment lax credits was not significant for the three months ended March
31, 2014, and will not be significant in future periods.

o Regional Transmission Line Expansion Plan (PPL and PPL Electric)
Susquehanna-Roseland Project

o

PPL Eleclric's construction activities have been underway on the 101-mile Pennsylvania transmission line project since2012.
The line is expected to be completed before the peak summer demand period of 2015. At March 31, 2014, PPL Electric's
estimate of the project costs was $630 million. At March 31, 2014 and December 31, 2013, $458 million and $377 million of
costs were capitalized and are included on the Balance Sheets primarily in "Construction work in progress."

Other (PPL and PPL Energy Supply)

Montana Hydro Sale Agreement

In September 2013, PPL Montana executed a definitive agreement to sell to Northwestern its hydroelectric generating
facilities located in Montana (with a generation capacityof 633 MW) for $900 million in cash, subject to certain adjustments.
The sale, which is not expected to close before the second half of 2014, includes 11 hydroelectric power facilities and related
assets. In April 2014, the U.S. Departmentof Justice and Federal Trade Commission granted early termination of PPL
Montana's and NorlhWestern's notifications under the Hart-Scott-Rodino Antitrust Improvements Act of 1976. The sale
remains subject to closing conditions, including receipt of regulatory approvals by the FERC and the Montana Public Service
Commission and certain third-party consents. Due to the uncertainties related to certain of these conditions as of March 31,
2014, the sale did not meet the applicable accounting criteria for the assets and liabilities included in the transaction to be
classified as held for sale on the balance sheet.

9. Defined Benefits

(All Registrants except PPL Electric and KU)

Certain net periodic defined benefit costs are applied to accounts that are further distributed between capital and expense,
including certain costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the
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net periodic defined benefit costs (credits) of the plans sponsored by PPL, PPL Energy Supply, LKE and LG&E for the
periods ended March 31. The U.K. pension benefits apply to PPL only.

Pension Benefits Other Postrctirement Benefits
U.S. U.K.

Three Months

2014 2013 2014 2013 2014 2013
PPL

Service cost S 26 $ 31 S 18 S 18 S 3 S 4
Inicresi cost 59 .54 88 81 8 7
Expccicd rcium on plan assets (74) (74) (130) (118) (6) (6)
Amortization of:

Prior service cost 5 6
Actuarial (gain) loss 7 20 33 38 1

Net periodic defined benefit costs (credits) S 23 $ 37 S 9 $ 19 $ 5 $ 6

PPL Enero^' Sunnlv

Service cost S 1 S 2

Interest cost 2 2
Expected return on plan assets (2) (.3)
Amortization of:

Actuarial (gain) loss 1

Net periodic defined benefit costs (credits) S 1 $ 2

LKE

Ser\'ice cost $ 6 S 7 S 1 $ 1
Interest cost 17 16 2 2
Expected rctum on plan assets (20) (21) (1) (1)
Amortization of:

Prior service cost 1 I 1 1
Actuarial (gain) loss 3 8

Net periodic defined benefit costs (credits) S 7 $ 11 $ 3 S 3

LG&E

SerN'icc cost S 1

Interest cost S 4 3

Expected return on plan assets (5) (.5)
Amortization of:

Prior serv'ice cost 1 1

Actuarial (gain) loss I 3

Net periodic defined benefit costs (credits) $ i S 3

(All Registrants except PPL)

In addition to the specific plans ihey sponsor, PPL Energy Supply subsidiaries are also allocated costs of defined benefit
plans sponsored by PPL Services, and LG&E is allocated costsof 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. PPLElectric is allocated costsof defined benefit plans sponsored by PPL Services, and KU is
allocated costsof defined benefit plans sponsored by LKE based on their participation in those plans, which management
believes are reasonable. For the periods ended March 31, PPL Services allocated the following netperiodic defined benefit
costs to PPL EnergySupply subsidiaries and PPL Electric, and LKEallocated the following net periodic defined benefit costs
to LC&E and KU.

Three Months

PPL Energy Supply
PPL Eleciric

LC&E

KU

2014

10. Commitments and Contingencies

Energy Purchase Commitments

(PPL Electric)

See Note 1i for information on the powersupply agreements between PPL EnergyPlus and PPL Electric.
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Legal Matters

(All Registrants)

PPL and iis 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.

WKE Indemnification (PPL and LKE)

See footnote (h) to the table in "Guarantees and Other Assurances" below for information on an LKE indemnity relating to its
former WKE lease, including related legal proceedings.

(PPL and PPL Energy Supply)

Sierra Club Litigation

On March 6, 2013, the SierraClub and the Montana Environmental Information Center (MEIC) filed a complaint in the U.S.
District Court, District of Montana, Billings Division against PPL Montana and the other Colstrip Steam Electric Station
(Colsirip) co-owners: Avista Corporation, Pugel Sound Energy, Portland General Electric Company, Northwestern Energy
and Pacific Corp. PPL Montana operates Colstrip on behalf of the co-owners. The suit alleges certain violations of the Clean
Air Act, including New Source Review, Title V and opacity requirements and listed 39 separate claims for relief. The
complaint requests injunctive relief and civil penalties on average of $36,000 per day per violation, including a request that
the owners remediate environmental damage and that $100,000 of the civil penalties be used for beneficial mitigation
projects.

On July 27, 2013, the Sierra Club and MEIC filed an additional Notice, identifying additional plant projects that are alleged
not to be in compliance with the Clean Air Act. On September 27, 2013, the plaintiffs filed an amended complaint. This
amended complaint drops all claims regarding prc-2001 plant projects, as well as the plaintiffs' Title V and opacity claims. It
does, however, add claims with respect to a number of post-2000 plant projects, which effectively increased the number of
projects subject to the litigation by about 40. PPL Montana and the other Colstrip Owners filed a motion to dismiss the
amended complaint on October 11, 2013. The court has not yet ruled on this motion. In April 2014, trial as to liability in this
matter was re-scheduled to June 2015. A trial date with respect to remedies, if there is a finding of liability, has not been
scheduled. PPL Montana believes it and the other co-owners have numerous defenses to the allegations set forth in this
complaint and will vigorously assert the same. PPL Montana cannot predict the ultimate outcome of this matter at this time.

(PPL. LKE and LG&E)

Cane Run Environmental Claims

On December 16, 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint
against LG&E and PPL in the U.S. District Court for the Western District of Kentucky for alleged violations of the Clean Air
Act and RCRA. In addition, these plaintiffs assert common law claims of nuisance, trespass, and negligence. These
plaintiffs seek injunctive relief and civil penalties that would accrue to governmental agencies, plus costs and attorney fees,
for the alleged statutory violations. Under the common law claims, these plaintiffs seek monetary compensation and punitive
damages for property damage and diminished properly values for a class consisting of residents within four miles of the
plant. In their individual capacities, these plaintiffs seek compensation for alleged adverse health effects. During 2014, PPL,
LKE and LG&E have filed certain motions to dismiss that are pending before the court. PPL, LKE and LG&E cannot predict
the outcome of this matter or the potential impact on operations of the Cane Run plant. LG&E has previously announced that
it anticipates retiring the coal-fired units at Cane Run before the end of 2015.

Mill Creek Environmental Claims

In March 2014, LG&E received a notice of intent from the Sierra Club informing various federal and state agencies of its
intent to file a citizen suit for alleged violations of the Clean Water Act. The claimants allege that various discharges at the
Mill Creek plant constitute permit violations and state that it will seek civil penalties, injunctive relief and attorney's fees.
PPL, LKE and LG&E cannot predict the outcome of this matter or the potential impact on the operations of the Mill Creek
plant.
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Regulatory Issues

(All Registrants except PPL Energy Supply)

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

(PPL. PPL Energy Supply and PPL Electric)

New Jersey Capacity Leoislation

In January 2011, New Jersey enacted a law that intervenes in the wholesale capacity market exclusively regulated by the
FERC (the Act). To create incentives for the development of new, in-stale electricity 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-approvcd 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 encourage necessary generation investment throughout PJM.

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 and Commerce
clauses of the U.S. Constitution and requesting declaratory and injunciivc relief barring implementation of the Act by the
BPU Commissioners. In October 2013, the U.S. District Court in New Jersey issued a decision finding the Act
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate
the wholesale sale of electricity in interstate commerce. The decision has been appealed to the U.S. Court of Appeals for the
Third Circuit by CPV Power Development, Inc., Hess Newark, LLC and the Slate of New Jersey and oral argument was held
on March 27, 2014. 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 electricity 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, and requested declaratory and injunctive relief barring implementation of the order by the MD PSC
Commissioners. In September 2013, the U.S. District Court in Maryland issued a decision finding the MD PSC order
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate
the wholesale sale of electricity in interstate commerce. The decision has been appealed to the U.S. Court of Appeals for the
Fourth Circuit by CPV Power Development, Inc. and the State of Maryland. Oral argument has been scheduled for May 13,
2014. 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. In July 2012,
PPL Montana and the City of Tacoma, one of the two parties claiming refunds at FERC, reached a settlement whereby PPL
Montana paid $75 thousand to resolve the City of Tacoma's $23 million claim. The settlement docs not resolve the
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remaining claim oulsianding at March 31, 2014 by the City of Seattle for approximately $50 million. Hearings before a
FERC Administrative LawJudge regarding the City of Seattle's refund claims werecompleted in October2013 and briefing
was completed in January 2014. On March 28, 2014, the Administrative Law Judge issued an extensive opinion denying the
City of Seattle's complaint against PPL Montana. The Administrative Law Judge's opinion will be reviewed by FERC.

Although PPL and its subsidiaries believethey have not engaged in any impropertrading 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.

(All Regisiranis)

FERC Market-Based Rate Authorilv

In 1998, the FERC authorized LG&E, KU and PPL EnergyPlus to make wholesale sales of electricity 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. In December 2013, PPL and thesesubsidiaries filed market-based rate updates for the Eastern and
Western regions. PPL cannot predict the ultimate outcome of these update filings at this time.

Electricity - 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 ReliabilityStandards have the force and effect of law and apply to certain users of the bulk power electricity system,
includingelectric 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 certainsubsidiaries 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(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.

In the course of implementing their programs to ensure compliance with the ReliabilityStandards 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 cannotestimatea range of reasonably possible losses, if any.

As previously reported, in October 2012, the FERC initiated its consideration of proposed changes to Reliability Standards to
address the impacts of Geomagnetic Disturbanceson the reliable operation of the bulk-powersystem, which might, among
other things, lead to a requirement to install equipment that blocksgeomagnetically induced currentson implicated
transformers. On May 16, 2013, FERC issued Order No. 779, requiring NERC to submit two types of Reliability Standards
for FERC's approval. The first type would require certain owners and operators of the nation's electricity infrastructure, such
as the Registrants, to develop and implement operational procedures to mitigate the effects of Geomagnetic Disturbances on
the bulk-power system. This NERC proposed standard was filed by NERC with FERC for approval in January 2014, with a
comment due date of March 24, 2014. The second type is to require owners and operators of the bulk-power system to assess
certain Geomagnetic Disturbance events and develop and implement plans to protect the bulk-power system from those
events and must be filed by NERC with FERC for approval by January 22, 2015. The Registrants may be required to make
significant expenditures in new equipment or modifications to their facilities to comply with the new requirements. The
Registrants arc unable to predict 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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Environmental Matters - Domestic

(All Registrants)

Due to the environmental issues discussed below or other environmental matters, it may be necessary Tor the Registrants to
modify, curtail, replace or cease operation of certain facilities or performance of certain 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.

LC&E and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as
amended, and those federal, state or local environmental requirements which arc applicable to coal combustion wastes and
by-products from facilities that generate electricity from coal in accordance with approved compliance plans. Costs not
covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rate recovery before the
companies' respective state regulatory authorities, or the FERC, if applicable. Because PPL Electric does not own any
generating plants, its exposure to related environmental compliance costs is reduced. As PPL Energy Supply is not a rate-
regulated entity, it cannot seek to recover environmental compliance costs through the mechanism of rate recovery. PPL,
PPL Electric, LKE, LC&E and KU can provide no assurances as to the ultimate outcome of future environmental or rate
proceedings before regulatory authorities.

(All Registrants except PPL Electric)

CSAPR (formerly Clean Air Transporl Rule) and CAIR

In July 2011, the EPA adopted the CSAPR. The CSAPR replaced the EPA's previous CAIR which was invalidated in July
2008 by the U.S. Court of Appeals for the District of Columbia Circuit (D.C. Circuit Court). CAIR subsequently was
effectively reinstated by the D.C. Circuit Court in December 2008, pending finalizalion of the CSAPR. Like CAIR, CSAPR
targeted sources in the eastern U.S. and would have required reductions in sulfur dioxide and nitrogen oxides in two phases
{2012 and 2014).

In December 2011, the D.C. Circuit 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 D.C. Circuit Court issued a ruling invalidating CSAPR, remanding
the rule to the EPA for further action, and leaving CAIR in place during the interim. In June 2013, the U.S. Supreme Court
granted the EPA's petition for review of the D.C. Circuit Court's August 2012 decision. On April 29, 2014, the U.S. Supreme
Court reversed and remanded the D.C. Circuit Court's August 2012 decision which may result in new or revised emission
reduction requirements, including the possible replacement of the CAIR program with CSAPR, depending on future
determinations by the EPA and the courts. PPL, PPL Energy Supply, LKE, LG&E and KU cannot currently predict the
outcome of further regulatory and legal proceedings.

The Kentucky fossil-fueled generating plants meet the CAIR sulfur dioxide emission requirements by utilizing sulfur dioxide
allowances (including banked allowances and optimizing existing controls). To meet the CAIR standards for nitrogen oxide
under the CAIR, the Kentucky companies will need to buy allowances and/or make operational changes. LG&E and KU do
not currently anticipate that the costs of meeting these reinstated CAIR standards will be significant.

PPL Energy Supply's Pennsylvania fossil-fueled generating plants meet the CAIR sulfur dioxide emission requirements with
the existing scrubbers that were placed in service in 2008 and 2(X)9. To meet the CAIR standards for nitrogen oxides, PPL
Energy Supply will need to buy allowances and/or make operational changes, the costs of which arc not anticipated to be
significant.

National Ambient Air Quality Standards

In 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As a result of EPA's new ozone standard,
states in the ozone transport region (OTR), including Pennsylvania, are required by the Clean Air Act to impose additional
reductions in nitrogen oxide emissions based upon reasonably available control technologies. The PADEP has issued a draft
rule requiring reasonable reductions. However, the proposal is being challenged as too lenient by other OTR states and
environmental groups. The PADEP may impose more stringent emission limits than those set forth in the proposed rule
which could have a significant impact on PPL Energy Supply's Pennsylvania coal plants.

In December 2012, the EPA issued final rules that strengthen the fine paniculate standards. Under the final rules, states and
the EPA have until 2015 to identify non-attainment areas, and states have until 2020 to achieve attainment for those areas.
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In 2010, ihe EPA finalized a new one-hour standard for sulfur dioxide and required slates to identify areas that meet those
standards and areas that are in non-attainment. In July 2013, the EPA finalized non-attainment designations for parts of the
country, including part of Yellowstone County in Montana (Billings area) and part of Jefferson County in Kentucky.
Attainment must be achieved by 2018. States arc working on designations for other areas. PPL, PPL Energy Supply, LKE,
LG«S:E and KU anticipate that some of the measures required for compliance with the CAIR, or the MATS, or the Regional
Haze requirements (as discussed below), such as upgraded or new sulfur dioxide scrubbers at certain 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 to achieve compliance with the new one-hour sulfur dioxide standard. If additional reductions were
to be required, the financial impact could be significant. The short-term impact on the Corette plant from the EPA's final
designation of part of Yellowstone County in Montana as non-attainment (as noted above) is not expected to be significant,
as PPL Energy Supply previously announced its intent to place the plant in long-term reservestatus beginning in April 2015.

Until final non-attainmentdesignations and consequent compliance plans for sulfur dioxide and paniculate matter are
developed by the EPA and state or local agencies, PPL, PPL EnergySupply, LKE, LG&E and KU cannot predict the impact
of the new standards.

MATS

In May 2011, the EPA published a proposed regulation requiring stringent reductions of mercury and other hazardous air
pollutants from power plants. In February 2012, the EPA published the final rule, known as the MATS, with an effective
date of April 2012. The rule, which waschallenged by industry groups and states, was upheld by the D.C.CircuitCourt in
April 2014. The rule provides for a three-year compliance deadline with the potential for a one-year extension as provided
under the statute. LG&E, KU and PPL Energy Supply have received compliance extensions for certain plants and are
considering extension requests for other plants as well.

At the time the MATS rule was proposed, LG&E and KU filed requests with the KPSC for environmental cost recovery
based on theirexpected need to install environmental controls including chemical additiveand fabric-filter baghouses to
remove air pollutants. Recovery of the cost of certain controls was granted by the KPSC in December 2011. LG&E's and
KU's anticipated retirement of certain coal-fired electricity generating units located at Cane Run and Green River is in
response to MATS and other environmental regulations. LG&E and KU are continuing to assess whether any revisions of
their approved compliance plans will be necessary.

With respect to PPL Energy Supply's Pennsylvania plants, PPL Energy Supply believes that installation of chemical additive
systems may be necessary at certain coal-fired plants, thecapital cost of which is not expected to be significant. PPL Energy
Supplycontinues to analyze the potential impact of MATS on operatingcosts. With respect to PPL Energy Supply's
Montana plants, modifications to the 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 was determined to be impaired in
December 2013. See Note 18 in PPL's and PPL Energy Supply's 2013 Form 10-K for additional information.

PPL Energy Supply, LG&E and KU arc continuing to conduct in-depth reviews of the MATS, including the potential
implications to scrubber wastewaier discharges. Sec the discussion of effluent limitations guidelines and standards below.

Regional Haze and Visibility

The EPA's regional haze programs were developed under the Clean Air Act to eliminate man-made visibility degradation by
2064. Under the programs, statesare required to make reasonable progress everydecade, through the application, among
other things, of Best Available Retrofit Technology (BART) on power plants commissioned between 1962 and 1977.

The primary power plant emissions affecting visibility are sulfur dioxide, nitrogen oxides and particulates. To date, the focus
of regional hazeactivity has been the western U.S. because the EPA had determined that the regional trading program in the
eastern U.S. under CSAPR satisfies BART requirements to reduce sulfur dioxide and nitrogen oxides. Although the D.C.
Circuit Court's August 2012 decision to vacate and remand CSAPR has been reversed by the U.S. Supreme Court, future
decisions by EPA and the courts will determine whether power plants located in the eastern U.S., including PPL's plants in
Pennsylvania and Kentucky, will be subject to additional reductions in sulfur dioxide and nitrogen oxides as required by
BART. In addition, LG&E's Mill Creek Units 3 and 4 are required to reduce sulfuric acid mist emissions because they were
determined to have a significant regional haze impact. These reductions are required in the regional haze state
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implementation plan that the Kentucky Division for Air Quality submitted to the EPA. LG&E is currently installing sorbent
injection technology to comply with these reductions, the costs of which are not expected to be significant.

In Montana, the EPA Region 8 developed the regional haze plan as the MDEQ declined to develop a BART state
implementation plan. The EPA finalized the Federal Implementation Plan (FIP) for Montana in September 2012. The final
FIP assumed no additional controls for Corette or Colstrip Units 3 and 4, but proposed tighter limits for Corelie and Colstrip
Units 1 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
(sec "MATS" discussion above). Under the final FIP, Colstrip Units I and 2 may require additional controls, including the
possible installation of an SNCR and other technology, to meet more stringent nitrogen oxides and sulfur dioxide limits. The
cost of these potential additional controls, if required, could be significant. Both PPL and environmental groups have
appealed the final FIP to the U.S. Court of Appeals for the Ninth Circuit.

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, and PPL and the EPA have exchanged certain information regarding this matter. In January 2009, PPL, PPL
Energy Supply 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 and November 2012,
PPL Montana received information requests from the EPA regarding projects undertaken during a Spring 2012 maintenance
outage at Colstrip Unit I. In September 2012, PPL Montana received an information request from the MDEQ regarding
Colstrip Unit I and other projects. These matters remain open. PPL and PPL Energy Supply cannot predict the outcome of
these matters, and cannot estimate a range of reasonably possible losses, if any.

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.

Stales and environmental groups also have commenced litigation alleging violations of the NSR regulations by coal-fired
generating plants across the nation. See "Legal Matters" above for informationon a lawsuit filed by environmental groups in
March 2013 against PPL Montana and other owners of Colstrip.

If PPL subsidiaries are found to have violated NSR regulations by significantly increasing pollutants through a major plant
modification, PPL, PPL Energy Supply, LKE, LG&E and KU would, among other things, be required to meet stringent
permit limits reflecting Best Available Control Technology (BACT) for pollutants meeting the National Ambient Air Quality
Standards (NAAQS) in the area and reflecting Lowest Achievable Emission Rales for pollutants not meeting the NAAQS in
the area. The costs to meet such limits, including installation of technology at certain units, could be significant.

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 coal-fired generating unit, but the agency upheld the permit in an order
issued in September 2001. In response to subsequent petitions by environmental groups, the EPA ordered certain non-
material changes to the permit which, in January 2010, were incorporated into a final revised permit issued by the Kentucky
Department for Air Quality. 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 arc exhausted, PPL, LKE, LG&E
and KU cannot predict the outcome of this matter or the potential impact on plant operations, including increased capital
costs, if any.

(Al! Regisiranis)

Climate Change

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 new
light-duty vehicle emissions standards that applied 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
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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 now require adherence to the BACT permit limits for GHGs. The rules
were challenged and, in June 2012, the D.C. Circuit Court upheld the EPA's regulations. In December 2012, the D.C. Circuit
Court denied petitions for rehearing pertaining to its June 2012 opinion. On October 15,2013, the U.S. Supreme Court
granted ceriiorari for several petitions to decide whether the NSR provisions of the Clean Air Act require the EPA to regulate
GHG emissions from stationary sources, such as power plants. The oral argument was held on February 24, 2014, and the
decision is pending.

In June 2013, President Obama released his Climate Action Plan that reiterates the goal of reducing greenhouse gas
emissions in the U.S. "in the range of 17% below 2005 levels by 2020 through such actions as regulating power plant
emissions, promoting increased use of renewables and clean energy technology, and establishing lighter energy efficiency
standards. Also, by Presidential Memorandum, the EPA was directed to issue a revised proposal for new power plants (a
prior proposal was issued in 2012) by September 20, 2013, with a final rule in a timely fashion thereafter, and to issue
proposed standards for existing plants by June 1, 2014 with a final rule to be issued by June 1, 2015. The EPA was further
directed to require that states develop implementation plans for existing plants by June 2016. Regulation of GHG emissions
from existing plants could have a significant industry-wide impact depending on the structure and stringency of the final rule
and the state implementation plans. The Administration's increase in its estimate of the "social cost of carbon" (which is used
to calculate benefits associated with proposed regulations) from $23.80 to $38 per metric ton in 2015 may also lead to more
costly regulatory requirements; the White House Office of Management and Budget has opened this issue for public
comment. Additionally, the Climate Action Plan requirements related to preparing the U.S. for the impacts of climate change
could affect PPL and others in the industry as modifications to electricity delivery systems to improve the ability to withstand
major storms may be needed in order to meet those requirements.

The EPA issued its revised proposal for new sources on September 20, 2013 as directed by the White Hou.se. This proposal
was published in the Federal Register on January 8, 2014. The comment period on the proposal closes on May 9, 2014.
Unlike the EPA's prior proposal, the EPA's revised proposal established separate emission standards for coal and gas units
based on the application of different technologies. The coal standard is based on the application of partial carbon capture and
sequestration technology, but because this technology is not presently commercially available, the revised proposal
effectively precludes the construction of new coal plants. The standard for NGCC power plants is the same as the EPA
proposed in 2012 and is not continuously achievable.

At the regional level, ten northeastern states have been participating in a cap-and-trade program called the Regional
Greenhouse Gas Initiative (RGGI). The program commenced in January 2009 and covers electric power plants greater than
25 MW. The program calls for a 10% reduction in carbon dioxide emissions from these plants by 2019 compared to 2005
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 2013, the Advisory Committee issued an updated Climate Change Action Report
and identified specific actions that could result in reducing GHG emissions by 30% by 2020. The report recognized some
legislative initiatives that were enacted since 2009 that facilitated reductions in GHG emissions and made a number of
legislative recommendations that include amending the PA AEPS Act to include additional waste-to-energy facilities,
providing incentives for coal mine methane usage, providing incentives for alternative fuel vehicles and addressing the long-
term viability issues of carbon capture and sequestration.

The PADEP submitted to the EPA a GHG white paper on April 10, 2014 regarding the regulation of carbon dioxide
emissions under Section 111(d) of the Clean Air Act. The PADEP expects to achieve reductions required under the EPA's
expected rules by increasing efficiency at existing plants and/or reducing generation. The PADEP specifically excludes
energy efficiency projects not associated with existing sources (such as DSM and Act 129 programs) from consideration for
crediting toward the program. The PADEP also suggests an exemption for burning waste coal and coal bed methane.

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. In November 2011, the
Council issued a final report to the Secretary of Kentucky's Energy and Environment Cabinet for his consideration. The final
report acknowledged that the recommendations would require additional review and analysis prior to implementation, and
that many of the recommendations would likely require, in part, further legislative or regulatory actions. The impact of any
such plan is not now delerminable, 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, although the decided cases to date have not sustained claims brought on
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the basis of these theories of liability, the law remains unsettled on these claims. In September 2009, the U.S. Court of
Appeals for the Second Circuit in thecaseof AEPv. Connecticut reversed a federal district court's decision and ruled that
several states and public interestgroups, as well as the City of New York, could sue five elcctrie utilitycompaniesunder
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 Second Circuit and held that such federal common law claims were displaced by theClean Air
Act and regulatory actions of the EPA. In addition, in Comer v. Murphy Oil (Comercase), 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 claimsagainst companies that emit GHGs. The complaint in the Comercase 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 FifthCircuit's ruling. In May 2011, the plaintiffs in the Comercase filed a substantially similar
complaint in federal districtcourt 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 districtcourt granteddefendants' motions to dismiss the state common lawclaims. Plaintiffs appealed to
the U.S. (2ourt of Appeals for the FifthCircuit,and in May 2013, the Fifth Circuit affirmed the districtcourt'sdismissal of the
case. Additional litigation in federal and state courts over such issues is continuing. PPL, LKE and KU cannot predict the
outcome of these lawsuits or estimate a range of reasonably possible losses, if any.

Renewable Energy Legislation

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 enacted this year. In Pennsylvania, bills were introduced calling for an increase in Alternative
Energy Portfolio Standard (AEPS) Tier 1obligations and to create a $25 million permanent funding program for solar
generation. Bills (SB 1171 and MB 100)were also introduced to add natural gas as a qualified AEPS resource, and another
bill (HB 1912)would repeal the AEPS Act entirely. All these bills remain in committee and are unlikely to advance. A bill
adding new hydropower to Montana's renewable portfolio standard was enacted with an effective date of October 1, 2013.
An interim legislative committee in Montana is reviewing the state's Renewable Portfolio Standard (RPS). PPL and PPL
Energy Supply cannot predict at this time whether the committee will recommend any changes to existing laws. In
Maryland, bills have been introduced in the 2014 session to double the state's RPS requirement from 20% to 40% and
provide exceptions for specific types of energy sources. In New Jersey, a bill (S-1475) has been introduced to increase the
current RPS standard to 30% from Class I sources by 2020. PPL and PPL Energy Supply are unable to predict the outcome
of this legislation at this time.

The Registrants believe there arc financial, 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 and downward pressure on energy prices thatcould 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 arc not directly addressed by proposed legislation. PPL and
PPL Energy Supplycannot predictat this lime the effect on their competitive plants' future competitive position, results of
operation, cash flows and financial position of renewable energy mandates that may be adopted, although the costs to
implement and comply with any such requirements could be significant.

WaterAft/aste

Coal Combustion Residuals (CCRs) (All Registrants except PPL Electric)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs (as either hazardous or
non-hazardous) under the RCRA. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. Regulating CCRs as
a hazardous waste under Subtitle C of the RCRA would materially increase costs and result in early retirements of many
coal-fired plants, as it would require plants to retrofit theiroperations 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 EPA's proposed
approach to regulate CCRsas non-hazardous waste underSubtitle D of the RCRA would mainly affect disposal and most
significantly affect any wet disposal operations. Under this approach, many of thecurrent markets for beneficial uses would
not be affected. Currently, PPLexpects that several of its plants in Kentucky and Montana could be significantly impacted
by the EPA's proposed non-hazardous waste regulations, 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 informationon CCR management
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pracliccs 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 stabilityof CCR management facilities at several PPL plantsand PPL has implemented or is
implementing 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) requesting comments on selected documents it
received during the comment period for the proposed regulations. On September 20, 2013, in response to the proposed
Effluent Limitation Guidelines, PPL submitted comments on the proposed CCR regulations. Also, on September 3, 2013,
PPL commented on a second CCR NODA seeking comment on additional information related to the EPA's proposal.

A coalition of environmental groups and two CCR recycling companies have filed lawsuits against the EPA seeking a
deadline for final rulemaking and, in settlement of that litigation, the EPA has agreed to issue its final rulemaking on the
Subtitle D option addressed above by the end of 2014.

In July 2013, the U.S. House of Representatives passed House Bill H.R. 2218, the Coal Residuals and Reuse Management
Act of 2013, which would preempt the EPA from issuing final CCR regulations and would set non-hazardous CCR standards
under RCRA and authorize state permit programs. It remains uncertain whether similar legislation will be passed by the U.S.
Senate. PPL, PPL Energy Supply, LKE, LG&E and KU cannot predictat this time the final requirements of the EPA'sCCR
regulations or potential changes to the RCRA and what impact they would have on their facilities, but the financial and
operational impact is expected to be material if CCRs are regulated as hazardous waste and significant if regulated as non-
hazardous.

Trimble County Landfill Permit (PPL LKE. LG&E and KU)

In May 2011, LG&E submitted an application for a special waste landfill permit to handle coal combustion residuals
generated at the Trimble County plant. Afterextensive review of the permitapplication in May 2013, the Kentucky Division
of Waste Managementdenied the permit application on the grounds that the proposed facility would violate the Kentucky
Cave Protection Act because it would eliminate an on-sile karsi feature considered to be a cave. After assessing additional
options for managing coal combustion residuals, in January 2014, LG&E submitted to the Kentucky Division of Waste
Management a landfill permit application for an alternate site adjacent to the plant. PPL, LKE, LG&E and KU are unable to
determine the potential impact of this matter until a landfill permit is issued and any resulting legal challenges arc concluded.

Seepages and Groundwater Infiltration - Pennsylvania, {Montanaand Kentucky

(All Registranis except PPL Electric)

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 arc
completing assessments of seepages or groundwater infiltration at various facilities and have completed or are working with
agencies to respond to notices of violations and implement assessment or abatement measures, where required or applicable.
A range of reasonably possible losses cannot currently be estimated.

(PPL and PPL Energy Supply)

In August 2012, PPL Montana entered into an Administrative Order on Consent(AGO) with the MDEQ which establishes a
comprehensive process to investigate and remediate groundwater seepage impacts related to the wastewater facilities at the
Colstrip powerplant. The AOC requires that within five years, PPL Montana providefinancial 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 (MFSA) 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. 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. This matter was stayed in December 2012. In
April 2014, Earthjustice filed a motion for leave to amend the petition for review and to lift the stay.
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(All Registrants except PPL Electric)

Clean Water Act

The EPA published its proposed rule under 316(b) for existing facilities in April 201 I. The EPA has been evaluating the
comments it received to the proposed rule and meeting with industry groups to discuss options. The proposed rule contains
two requirements to reduce impact to aquatic organisms at cooling water intake structures. The first requires all existing
facilities to meet standards for the reduction ofmortality ofaquatic organisms that become trapped against water intake
screens (impingement) regardless of the levels of mortality actually occurring or the cost to achieve the standards. The
second requirement is to determine and install the best technology available to reduce mortality ofaquatic organisms pulled
through aplant's cooling water system (entrainment). Aform of cost-benefit analysis is allowed for this second requirement
involving asite-specific evaluation based on nine factors, including impacts to energy delivery reliability and the remaining
useful life of the plant. The final rule is expected by May 16, 2014. Until the final rule is issued, PPL, PPL Energy Supply,
LKE, LC&E and KU cannot estimate arange ofreasonably possible costs, ifany, that would be required to comply with such
a regulation.

EffluentLimitations Guidelines (ELGs) and Standards

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewatcr permits. The proposed limitations are based on the EPA review ofavailable treatment technologies and their
capacity for reducing pollutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well as new limits for scrubber wastewater and landfill leachate. The EPA's proposed ELG regulations
contain requirements that would affect the inspection and operation of CCR facilities, if finalized. The EPA has indicated
that it will coordinate these regulations with the regulation ofCCRs discussed above. The proposal contains alternative
approaches, some of which could significantly impact PPL's coal-fired plants. PPL, PPL Energy Supply, LKE, LC&E and
KU worked with industry groups to comment on the proposed regulation on September 20, 2013. The EPA has agreed to a
new deadline for the final rule ofSeptember 30, 2015. At the present lime, PPL, PPL Energy Supply, LKE, LG&Eand KU
are unable to predict the outcome of this matter orestimate a range of reasonably possible costs, but the costs could be
significant. Pending finalization ofthe ELGs, certain states (including Pennsylvania and Kentucky) and environmental
groups are proposing more stringent technology-based limits in permit renewals. Depending on the final limits imposed, the
costs ofcompliance could be significant and costs could be imposed ahead of federal timelines.

Other Issues

(All Registrants)

The EPA is reassessing its polychlorinaicd biphenyls (PCB) regulations under the Toxic Substance Control Act, which
currently allow certain PCB articles to remain in use. In April 2010, the EPA issued an Advanced Notice ofProposed
Rulcmaking for changes to these regulations. This rulemaking could lead to aphase-out ofall or some PCB-containing
equipment. The EPA is planning to propose the revised regulations in November 2014. PCBs are found, in varying degrees,
mall ofthe Registrants' operations. The Registrants cannot predict at this time the outcome ofthese proposed EPA
regulations and what impact, ifany, they would have on their facilities, but the costs could be significant.

On April 21, 2014, the EPA and the U.S. Army Corps of Engineers (Army Corps) published the proposed rule defining
waters ofthe United States (WOTUS) that could significantly expand the federal government's interpretation ofwhat
constitutes WOTUS subject to regulation under the Clean Water Act. The comment deadline is July 21, 2014. If the
definition is expanded as proposed by the EPA and the Army Corps, permits and other regulatory requirements may be
imposed for many matters presently not covered (including vegetation management for transmission lines and activities
affecting storm water conveyances and wetlands), the implications ofwhich could be significant. Any eventual expansion of
this interpretation cannot reliably be estimated at this time but would not be expected to have a material financial impact on
the registrants.

(PPL and PPL Energy Supply)

Asubsidiary ofPPL Energy Supply has investigated alternatives to exclude fish from the discharge channel at its Brunner
Island plant. In June 2012, aConsent Order and Agreement (COA) was signed allowing the subsidiary to study achange in a
cooling tower operational method that may keep fish from entering the channel. The COA required a retrofit ofimpingement
control technology at the intakes to the cooling towers, at a cost that would have been significant. Based on the results of the
first year ofstudy, the PADEP has suggested closing the COA and writing a new COA to resolve the issue. PPL is in
negotiations with the agency at this time. PPL and PPL Energy Supply cannot predict at this time the outcome of the
proposed new COA and what impact, ifany, it would have on their facilities, but the costs could be significant.
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{PPL LKE, LC&E and KU)

In May 2010, the Kentucky Waterways Alliance and otherenvironmental groups filed a petition with the Kentucky Energy
and Environment Cabinetchallenging 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. In September 2013, the court reversed the Cabinet order
upholding the permit and remanded the permit to the agency for further proceedings. In October2013, LG&E filed a notice
of appeal with the Kentucky Court of Appeals. PPL, LKE, LG&E and KU are unable to predict the outcome of this matteror
estimate a range of reasonably possible losses, if any.

Superfund and Other Remediation (All Regisiranis)

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 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 arc 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 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 los.ses, if any, related to these matters.

From time to lime, PPL Energy Supply, PPL Electric, LG&E and KU undertake remedial action in response to notices of
violations, spills or other releases at various on-sitc and off-site locations, negotiate with the EPA and slate and local agencies
regardingactions 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 dale, resolution of these environmental matters is not
expected to have a significant adverse impact on these Registrants' 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

Nuclear Insurance (PPL and PPL Energy Supply)

The Price-Anderson Act is a UnitedStates Federal law whichgoverns liability-related issues and ensures the availability of
funds forpublic liability claims arising from an Incident at any of the U.S. licensed nuclear facilities. It alsoseeksto limit the
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liability ofnuclear rcacior owners for such claims from any single incident. Effective September 10,2013, the liability limit per
incident is$13.6 billion for such claims which is funded by insurance coverage from American Nuclear Insurers andan industry
assessment program.

Under the industry assessment program, in the event of a nuclear incident at any of the reactors covered byThe Price-Anderson
Act as amended, PPL Susquehanna could beassessed up to$255 million per incident, payable at $38 million peryear.

Additionally, PPL Susquehanna purchases property insurance programs from NEIL, an industry mutual insurance company of
which PPL Susquehanna isa member. Effective April 1, 2014, facilities at theSusquehanna plant are insured against property
damage losses up to$2.0 billion. PPL Susquehanna also purchases an insurance program that provides coverage for the cost of
replacement power duringprolonged outages of nuclear unitscausedby certain specified conditions.

Under the NEIL properly and replacement power insurance programs, PPL Susquehanna could beassessed retrospective
premiums in theevent of the insurers' adverse loss experience. This maximum assessment is $46 million.

Pennsylvania Coal Plants (PPL and PPL Energy Supply)

PPL Energy Supplybelieves its competitive coal-fired generation assets in Pennsylvania are well positioned to meetcurrent
environmental requirements based on prior and planned investments. However, the current levels of energy and capacity
prices in PJM, as well as management's forward viewof these prices using its fundamental pricing models, continue to
challenge the recovcrabiliiy of PPL EnergySupply's investment in its Pennsylvania coal-firedgeneration assets. In the fourth
quarter of 2013, management tested ihe Brunner Island and Montour plants for impairment and concluded neither was
impaired as of December 31, 2013. The recoverability test was very sensitive to forward energy and capacity price
assumptions, as well as forecasted operation and maintenance and capital spending. Therefore, a further decline in forecasted
long-termenergy or capacity prices or changes in environmental laws requiring additional capital or operation and
maintenance expenditures, could negatively impact PPL Energy Supply's operations of these facilities and potentially result
in future impairment charges for some or all of the carrying value of these plants. There were no events or changes in
circumsianccs that indicated a recoverability test was required in the first quarter of 2014. However, PPL Energy Supply will
be closely monitoring the PJM capacity auction results in May 2014, which could require a recoverability test to be
performed in ihe second quarter of 2014. The carrying value of the Pennsylvania coal-fired generation assets was$2.6
billion as of March 31, 2014 ($1.4 billion for Brunner Island and $1.2 billion for Montour).

Labor Unions (PPL PPL Energy Supply and PPL Electric)

On May I I, 2014, PPL's, PPL Energy Supply's and PPL Eleclric's bargaining agrcemeni with its largest IBEW local expires.
The agreement covers approximately 20%of PPL's, 24%of PPLEnergy Supply's and63%of PPLElectric's total workforce.
Negotiations on a newagrcemeni commenced in January 2014 and are continuing. PPL, PPL EnergySupplyand PPL
Electric cannot predict theoutcome of these negotiations. If there were to be a work stoppage, a significant disruption of
operations could occur which could have an adverse financial impact. To help mitigate such risks, PPL, PPL Energy Supply
and PPL Electric have been making preparations to maintain critical services.

Guarantees and Other Assurances

(All Registrants)

In the normal course of business, the Registrants enter intoagreements that provide financial performance assurance to third
parties on behalf ofcertain subsidiaries. Such agreements include, for example, guarantees, stand-by letters ofcredit issued
by financial institutions and surety bonds issued by insurance companies. These agreements areentered into primarily to
support or enhance the creditworthiness attributed toa subsidiary on a stand-alone basis or to facilitate the commercial
activities in which ihese subsidiaries engage.

(PPL)

PPL fully and unconditionally guarantees all of the debt securitiesof PPLCapital Funding.

(All Registrants)

The table below details guarantees provided asofMarch 31,2014. "Exposure" represents the estimated maximum potential
amount of future payments that could be required to be made under theguarantee. The probability of expected
payment/performance under each of these guarantees is remote except for "WPD guarantee ofpension and other obligations
of unconsolidated entities" and "Indemnification of lease termination and other divestitures." The total recorded liability at
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March 31, 2014 and December 31, 2013, was $26 million for PPL and $19 million for LKE. For reporting purposes, on a
consolidated basis, all guarantees of PPLEnergy Supply (otherthanthe letters of credit), PPLElectric, LKE, LG&E and KU
also apply to PPL,and all guaranteesof LG&E and KU also apply to LKE.

PPL

Indcmnificaiions related to the WPD Midlands acquisition
WPD indemnifications for entities in liquidation and sales of assets
WPDguaranteeof pensionand otherobligationsof unconsolidated entities

PPL Energy Supply

Letters of credit issued on behalf of affiliates

Indemnifications for sales of assets

Guarantee of a portion of a divested unconsolidated entity's debt

PPL Electric

Guarantee of inventory value

LKE

Indemnification of lease termination and other divestitures

LG&E and KU

LG&E and KU guarantee of shortfall related to OVEC

Exposure at
March 31, 2014

(a)
12 (b)

128 (c)

30 (d)
250 (e)

22 (0

32 (g)

Expiration
Dale

2017 -2018

2014 -2015

2025

2018

2017

301 (h) 2021-2023

(i)

(a) Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller
that were transferred to WPD Midlands in connection with the acquisition. A cross indemnity has been received from the seller on the tax issue. 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.

(b) Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The
indemnifications are limited to distributions made from the subsidiary to its parent either prior or subsequent to liquidation or is not explicitly stated in
the agreements. The indemnifications generallyexpire two to seven years subsequent to the date of dissolutionof the entities. The exposure noted
only includes thosecases where the agreements provide for .specific limits.

In connection with their sales of various businesses. WPD and its affiliates have provided the purchasers with indemnifications that are standard for
such transactions, includingindemnifications for certain pre-existing liabilitiesand environmental and tax mattersor have agreed to continue their
obligationsunder existing third-partyguarantees,either for a set periodof time following the transactionsor upon the condition that the purchasers
make reasonableefforts to terminate the guarantees. Finally. WPDand its affiliates remainsecondarilyresponsible for lease paymentsundercertain
leases that they have assigned to third parties.

(c) Relates to certain obligations of discontinued or modified electric associations thatwereguaranteed at the timeof privati/.ation by the participating
ntembers. Costs are allocated to the members and can be reallocated if an existing member becomes insolvent. At March 31. 2014. WPD has
recorded an estimateddiscounted liability for which the expected paynKnt/pcrformance is probable. Neitherthe expirationdate nor the maximum
amount of potential payments forcertain obligations isexplicitly staledin therelated agreements, andas a result, theexposure has beenestimated.

(d) Standby letterof creditarrangements under PPLEnergy Supply's credit facilities for the purposes of protecting various thirdparties against
nonperformance by PPL. This is not a guarantee by PPL on a consolidated basis.

(e) Indemnifications are govemcd by the specific salesagreement and include breach of the representations, warranties andcovenants, and liabilities for
certain other matters. PPL EnergySupply's maximumexposure with respect to certain indemnifications and the expirationof the indemnifications
cannot be estimated because the maximum potentialliability is not capped by the transaction documentsand theexpiration date is based on the
applicable statuteof limitations. Theexposure and expiration date noted is basedon those casesin which theagreements provide forspecific limits.

(0 Relates to a guarantee of one-third of thedivested entity's debt. The purchaser provided a cross-indemnity, .secured bya lienon the purchaser's stock
of the divested entity. The exposure noted reflects principal only.

(g) A thirdparty logistics firm provides inventory procurement and fulfillment serx'ices. Thelogistics finn has title to the inventory, however, upon
tennination of thecontracts. PPL Electrichas guaranteed to purchaseany remaining inventory that has not been used or sold.

(h) LKEprovides certain indemnifications, the most significant of which relateto the termination of the WKE leasein July2009. Theseguarantees cover
thedueand punctual payment, performance anddischarge byeachparty of its respective present andfuture obligations. Themost comprehensive of
these guarantees is theLKE guarantee covering operational, regulatory andenvironmental commitments and indemnifications made byWKE under
theWKE Transaction Termination Agreement. Tltis guarantee hasa term of 12years ending July2021. anda cumulative maximum exposure of$200
million. Certain items such as government fines andpenalties fall outside thecumulative cap. LKE hascontested theapplicability of the
indemnification requirement relating toone matter presented bya counterparty under this guarantee. Another guarantee with a maximum exposure of
SI00 million covering other indemnifications expires in 2023. InMay2012. LKE's indemnitcc received an arbitration panel's decision affecting this
matter, which granted LKE's indemnitee certain rights of first refusal to purchase cxce.ss power at a maritet-based price rather than atan absolute fixed
price. In January 2013. LKE's indemnitee commenced a proceeding inthe Kentucky Court of Appeals appealing the December 2012 order of the
Henderson Circuit Court, confirming thearbitration award. Adecision in theappellate matter may occur during 2014. LKE believes its
indemnification obligations in this matter remain subject to various uncertainties, including potential for additional legal challenges regarding the
arbitration decision as well as future prices, availability anddemand forthesubject excess power. LKE continues toevaluate various legal and
commercial options with respect to this indemnification matter. Theultimate outcomes of theWKE termination-related indemnifications cannot be
predicted at this time. Additionally, LKE has indemnified various third parties related tohistorical obligations for other divested subsidiaries and
affiliates. Theindemnifications vary byentity and themaximum exposures range from being capped at thesale price to nospecified maximum;
however, LKE is not aware of fonnal claims under such indemnities made by any party at this time. LKEcould be required to performon these
indemnifications in theevent of covered losses or liabilities being claimed byan indemnified party. LKE cannot predict theultimate outcomes of such
indemnification circumstances, butdocs notcurrently expectsuchoutcomes to resultin significant losses abovetheamounts recorded.
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(i) Pursuanl lothe OVEC power purchase contraci. LG&E and KU are obligated to pay for their share ofOVEC's excess debt service, post-retirement and
decommissioning costs, aswell asany shortfall from amounts currently included within ademand charge designed and currently expected tocover
these costs overtheterm of thecontract. Themaximum exposure andtheexpiration dateof these potential obligations ate not presently detemiinable.
See "Energy Purchase Commitments" and "Guarantees and Other Assurances" inNote 15 inPPL's, LKE's. LG&E's and KU's 2013 Form 10-K for
additional information on the OVEC power purchase contract.

The Rcgisirants provide other miscellaneous guarantees through contracts entered into in the normal course of business.
These guarantees areprimarily in the form of indemnification or warranties related toservices or equipment and vary in
duration. Theamounts of these guarantees often are not explicitly stated, and the overall maximum amount of the obligation
under such guarantees cannot be reasonably estimated. Historically, nosignificant payments have been made with respect to
these typesof guarantees and the probability of payment/performance under theseguarantees is remote.

PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contraci for
bodily injury and property damage. Thecoverage provides maximum aggregate coverage of $225 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 holdscompetitive solicitations for PLR generation supply. PPL EncrgyPlus has been awarded a portion of the
PLR generation supply through thesecompetitive solicitations. The sales and purchases between PPL EnergyPlus and PPL
Electric are included in the Slatemenls of Income as "Unregulated wholesale energy to affiliate" by PPL Energy Supply and
as "Energy purchases from affiliate" by PPL Electric.

Under the standard Default Service Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers
to postcollateral once credit exposures exceeddefined credit limits. PPL EnergyPlus is required lo 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 priceexposure exceeds a contractual credit limit. Based
on the current credit rating of PPL Energy Supply, as guarantor, PPL EnergyPlus' credit limit was $20 million at March 31,
2014. 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 EncrgyPlus.

At March 31, 2014, PPL Energy Supply had a net credit exposure of $29 million from PPL Electric from its commitment as a
PLR supplier and from the sale of its accounts receivable to PPL Electric.

Support Costs (All Registrants except PPL)

Both PPLServices and LKS provide the respective PPL and LKEsubsidiaries withadministrative, management and support
services. Where applicable, the costs of theseservicesare charged to the respective subsidiaries as direct supportcosts.
General costs that cannot be directlyattributed to a specificsubsidiary arc allocated and charged to the respective subsidiaries
as indirect support costs. PPL Services uses a three-factor methodology that includes the subsidiaries' invested capital,
operation and maintenance expenses and number of employees to allocate indirect costs. LKS bases its indirect allocations
on the subsidiaries' number of employees, total assets, revenues, numberof customers and/or other statistical information.
PPLServices and LKScharged the following amounts for the periodsended March 31, and believe theseamounts are
reasonable, including amounts applied to accounts that are further distributed between capital and expense.

PPL Energy Supply from PPL Services
PPL Electric from PPL Services
LKE from PPL Services

LG&E from LKS

KU from LKS

Three Month.s

2014

58

41

4

48

53

2013

57

38

4

39

66

LG&E and KU also provide services to eachotherand to LKS. Billings between LG&E and KU relate to labor and
overheads associated with union and hourly employees performing work for the othercompany, charges related tojointly-
owned generating units and other miscellaneous charges. Tax settlements between LKE and LG&E and KU are reimbursed
through LKS.
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Intercompany Borrowings

(PPL Electric)

A PPL Electric subsidiary periodically holds revolving demand notes from certain affiliates. At March 31, 2014, there was
no balance outstanding. At December 31, 2013, $150 million was outstanding and was reflected in "Notes receivable from
affiliate" on the Balance Sheet. The interest rales on borrowings are equal to one-month LIBOR plus a spread. The interest
rate on the outstanding borrowing at December 31, 2013, was 1.92%. Interest earned on these revolving facilities was not
significant for the three months ended March 31, 2014 and 2013.

(LKE)

LKE maintains a $225 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow
funds on a short-term basis at market-based rales. The interest rale on borrowings is equal to one-month LIBOR plus a
spread. There were no balances outstanding at March 31, 2014 and December 31, 2013.

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 rales. At March 31, 2014 and December 31, 2013, $4 million and $70 million were

outstanding and were reflected in "Notes receivable from affiliates" on the Balance Sheets. The interest rate on the loan
based on the PPL affiliate's credit rating is currently equal to one-month LIBOR plus a spread. The interest rates on the
outstanding borrowing at March 31, 2014 and December 31, 2013 were 2.16% and 2.17%. Interest income on this note was
not significant for the three months ended March 31, 2014 and 2013.

Other (AllRegistrants except PPL and LKE)

See Note 9 for discussions regarding intercompany allocations associated with defined benefits.

12. Other Income (Expense) - net

(All Registrants)

The breakdown of "Other Income (Expense) - net" for the periods ended March 31 was:

Three Months

2014 2013

PPL

Other Income

Earnings on sccuriiies in NOT funds S 6 S .5

Interest income I 1

AFUIX - cquiiy component .1 3

Miscellaneous • OonKsiic 2 2

Miscellaneous - U.K. 1

Total Other Income 12 12

Other Expense
Economic foreign currency exchange contracts (Note 14) 24 (119)
Charitable contributions 7 4

Miscellaneous - Domestic 3 4

Mi.scellaneous • U.K. ' 1 1

Total Other Expense 3.5 (110)

Other Income (Expense) - net S (23) S 122

The components of "Other Income (Expense) - net" for the three months ended March 31, 2014 and 2013 for PPL Energy
Supply. PPL Electric, LKE, LG&E and KU were not significant.

13. Fair Value Measurements and Credit Concentration

(All Registrants)

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 measurementdate (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) arc 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 unobscrvable data that management believes arc
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predicaied on (he 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 financial assets
and liabilities is measured on a net basis. Transfers between levels arc recognized at end-of-reporling-period values. During
the three months ended March 31, 2014 and 2013, there were no transfers between Level 1 and Level 2. See Note I in each
Registrant's 2013 Form lO-K for information on the levels in the fair value hierarchy.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

Marcti31,20t4 December 31, 2013

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

PPL

Assets

Cash and cash equivalents S 1.256 S 1.256 S 1.102 S 1.102

Restricted cash and cash equivalents (a) 491 491 1.56 1.56

Price risk management assets:
Energy commodities 1.417 2 S 1.3.30 S 85 1.188 3 $ 1.123 S 62

Interest rate swaps 9 9 91 91

Foreign currency contracts 5 5

Total price risk management a.sseis 1.431 2 1..344 85 1.279 3 1.214 62

NDT funds:

Cash and ca.shequivalents 13 13 14 14

Equity securities
U.S. targe-cap 5.56 415 141 .547 409 138

U.S. mi<t/small-cap 83 34 49 81 33 48

Debt securities

U.S. Treasury 95 95 95 95

U.S. government sponsored agency 6 6 6 6

Municipality 80 80 77 77

Investment-grade corporate 41 41 38 38

Other 4 4 5 5

Receivables (payables). net 1 (1) 2 1 (1) 2

Total NDT funds 879 556 323 864 550 314

Auction rate securities (b) 16 16 19 19

Total assets S 4.073 S 2.305 S 1.667 S 101 S 3.420 S 1.811 S 1..528 S 81

Uabitilic.s

I^cc risic managcnieni tiabitilics:
Energy commodities
tntercst rnio swaps
Korcign currency contracts
Cross-currency swaps

Total price risk management tiabitilics

PPL Energy Simptv

Assets

t..527 S

47

t23

.S5

1.752 S

t S 1.458 S

47

123

55

t S t.683 S

68 S t.070 S

36

t06

^ _
68 S t.244 S

4 S t.028 S 38

36

t06

32

4 S t.202 S 38

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

Energy commodities
Total price risk managcntent assets

S 441 S 441 S 239 S 239

429 429 85 85

1.417 2 S 1.330 S 85 1.188 3 $ 1.123 $ 62

1.417 2 1.330 85 1.188 3 1.123 62

NDT funds:

Cash and cash equivalents 13 13 14 14

Equity .securities
U.S. large-cap 556 415 141 .547 409 138

U.S. tiiid/small-cap 83 34 49 81 33 48

Debt securities

U.S. Treasury 95 95 95 95

U.S. govemmeni sponsored agency 6 6 6 6

Municipality 80 80 77 77

Investment-grade corporate 41 41 38 38

Other 4 4 5 5

Receivables (payables). net 1 (I) 2 1 (1) 2

Total NDT funds

Auction rate securities (b)

Total assets

879 556 323 864 550 314

13 13 16 16

S 3.179 $ 1.428 S 1.6.53 S 98 S 2.392 S 877 $ 1.437 $ 78
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March 31, 2014 December 31, 2013

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

Uabiliiies

Price risk tnanagement liabilities:
Energy commodities S 1.527 S 1 S 1.458 S 68 S 1.070 $ 4 S 1.028 S 38

Total price risk management liabilities S 1.527 S 1 S 1.458 S 68 $ 1.070 $ 4 $ 1.028 S 38

PPL Electric

Assets

Cash and cash equivalents
Restricted cash and cosh equivalents (c)

s 42

1

s 42

1

s 25 $

12

25

12

Total assets s 43 s 43 s 37 $ 37

LKE

Assets

Cash and cash equivalents
Restricted cash and cash equivalents (d)

% 30

21

$ 30

21

s 35 $

22

35

22

Total assets % 51 $ 51 s 57 S 57

Liabilities

Price risk management liabilities:
Interest rate swaps s 40 s 40 s 36 S 36

Total price risk management liabilities s 40 s 40 s 36 $ 36

LG&E

Assets

Cash and cash equivalents
Restricted cash and cash equivalents (d)

s 9

21

$ 9

21

s 8 $

22

8

22

Total assets s 30 s 30 s 30 S 30

Liabilities

Price risk management liabilities:
Interest rate swaps s 40 s 40 s 36 s 36

Total price risk management liabilities s 40 s 40 s 36 s 36

KU

Assets

Cash and cash equivalents s 21 s 21 s 21 S 21

Total assets s 21 s 21 s 21 S 21

(a) Currcnl portion is included in "Reslricied cash and cash equivalents" and long-term portion is included in "Other noncurreni assets" on the Balance
Sheets.

(b) Included in "Other investments" on the Balance Sheets.
(c) Current portion is included in "Other current assets" and long-tenii portion is included in "Other noncurreni assets" on the Balance Sheets.
(d) Included in "Other noncurrcnt assets" on the Balance Sheets.

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

Fair Value MeasurcrrKnts Using Significant Unobscrvablc Inputs (Level 3)
2014 2013

Energy Auction Cross- Energy Auction Cross-

Commoditic.s, Rate Currency Commodities, Rate Currency
net Securities Swaps Total net Securities Swaps Total

PPL

Balance at beginning of
period S 24 S 19 S 43 $ 22 S 16 S 1 S 39

Total realized/unrealized

gains (losses)
Included in earnings (135) (13.5) (8) (8)
Included in OCI (a) S (I) (1) 3 3

Sales (3) (3)
SettlenKtnts 128 128 (1) (1)
Transfers into Level 3 1 1

Transfers out of Level 3 1 1 (4) (4)

Balance at end of period $ 17 S 16 $ s 33 $ 14 S 16 $ S 30

ppllOq_3-14_Rnal As RIcd.docx 68



O

O

O

Fair Value Measurements Using Significant Unobsen'able Inputs (Level 3)
2014 2013

Energy
Commodities,

net

Auction

Rate

Securities

Cross-

Currency
Swaps Total

Energy
Commodities,

net

Auction

Rate

Securities

Cross-

Currency
Swaps Total

PPL Encrev SiiddIv

Balance at beginning of
period S 24 S 16 S 40 $ 22 S 13 $ 35

Total realized/unrealized

gains (losses)
Included in earnings (135) (135) (8) (8)

Sales (3) (3)
ScitlenKnts 128 128 (1) (1)
Transfers into Level 3 1 1

Balance at end of period S 17 S 13 S 30 $ 14 S 13 S 27

(a) "Energy Commodities, net" and "Cross-Currency Swaps" are included in 'Qualifying derivatives" and "Auction Rate Securities" are included in
"Available-for-salc securities" on the StatenKnis of Comptehensivc Income.

The significant unobservable inputs used in and quantitative information about the fair value measurement of assets and
liabilities classified as Level 3 arc as follows:

Marcti3l,2014

PPL

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

FTR purchase contracts (d)

Heat rate options (e)

Auction rate securities (0

PPL Fmergy Supply

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

FTR purchase contracts (d)

Heat rate options (e)

Auction rate securities (0

ppllOq_3-14_Flnal As Filed.docx

Fair Value, net
As.sct

(Liubililv)

Valuation

Technique

1.3 Discounted cash flow

(43) Discounted cash flow

.1 Discounted cash flow

44 Discounted cosh flow

16 Discounted cash flow

13 Discounted cash flow

(43) Discounted cash flow

3 Discounted cash flow

44 Discounted cash flow

13 Discounted cash flow

69

Unobservable

Inpul(s)

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Historical settled prices used to
model forward prices

Proprietary model used to
calculate forward prices

Modeled from SIFMA Index

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Historical settled prices used to
model forward prices

Proprietary model used to
calculate forward prices

Modeled from SIFMA Index

Range
(Weighted

Average) (a)

ll%- 100% (73%)

ll%- 100% (83%)

100% (100%)

23% - 59% (44%)

61%-78% (70%)

ll%- 100% (73%)

ll%- 100% (83%)

100% (100%)

23% - 59% (44%)

63%-78% (71%)
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PPL

Energy commodilies

Natural gas contracts (b)

Power sales contracts (c)

Auction rate securities (0

PPL Energy SuddIv

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

Auction rate securities (0

December 31, 2013

Fair Value, net
Asset

(Liabilitv)

Valuation

Technique

36 Discounted cash flow

(12) Discounted cash flow

19 Discounted cash flow

36 Discounted cash flow

(12) Discounted cash flow

16 Discounted cash flow

Unobscr^'able

Input(s)

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Modeled from SIFMA Index

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Modeled from SIPMA Index

Range
(Weighted

Average) (u)

10%- 100% (86%)

IOO%(IOO%)

10%-80% (63%)

10%- 100% (86%)

IOO%(IOO%)

10%-80% (63%)

(a)

(b)
(c)

(d)
(c)

(0

For energy commodities and auction rate securities, the range and weighted average represent the percentage of fair value derived from the
unobscrvable inputs.
As the forward price of natural gas increascs/(dccreases). the fair value of the contracts (dccrcases)/incrcases.
As forward market prices increasc/fdecrcase). the fair value of contracts (decreases)/increases. As volunKtric assumptions for contracts in a gain
position increase/(decrease). the fair value of contracts increases/fdecreases). As volunKtric assumptions for contracts in a loss position
increase/(decrease). the fair value of the contracts (decreases)/increases.
As the forward implied spread increascs/fdecreases). the fair value of the contracts incrcascs/(dccrcases).
The proprietary model used to calculate fair value incorporates market heat rates, correlations and volatilities. As the market implied heat rate
incrcases/fdecrcases). the fair value of the contracts incrcascs/fdccrcascs).
The model used to calculate fair value incorporates an assumption that the auctions will continue to fail. As the modeled forward rates of the SIFM A
Index increase/(decrease). the fair value of the securities increases/(decreases).

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

PPLnnd PPL Energy Siiopiv

Total gains (losses) included in earnings
Change in unrealized gains (losses) relating to

positions still held at the reporting date

Three Months

Encrcv Commodities, net

Unrcgulutcd Unrcgulutcd Energy
Wbole.sale FlncrfiV Kctuil Encrm' Purchu.scs

2014 2013 2014 2013 2014 2013

(89) S

(13)

(2) S

(2)

(63) S

(33)

(7) S

(7)

17 S

I

Price Risk Manaoement Assets/Liabilities - Enerov Commodities {PPL and PPL Energy Supply)

Energy commodity contracts are generally valued using the income approach, except for exchange-traded derivative
contracts, which are valued using the market approach and are classified as Level I. 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. Furthermore,
independentquotes are obtained from the market to validate the forward price curves. Energy commodity contracts include
forwards, futures, swaps, options and structured transactions 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. 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.

When unobservable inputs are significant to the fair value measurement,a contract is classified as Level 3. Level 3 contracts
are valued using PPL proprietary models which may include significant unobservable inputs such as delivery at a location
where pricing is unobservable, delivery dales that arc beyond the dates for which independent quotes are available,
volumetric assumptions, implied volatilities, implied correlations and market implied heat rates. Forward transactions,
including forward transactions classified as Level 3, arc analyzed by PPL's Risk Managementdepartment, which reports to
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ihe Chief Financial Officer (CFO). Accounting personnel, who also report to the CFO, inteiprei the analysisquarterly 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' crediiworthincss (for net assets). PPL's credit department assesses
all reasonably available market information which is used byaccounting personnel tocalculate the credit valuation
adjustment.

Incertain instances, energy commodity contracts are transferred between Level 2 and Level 3. The primary reasons for the
transfers during 2013 were changes in the availability of market information and changes in the significance of the
unobscrvable 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 unobscrvable inputs arc replaced withobservable market
information.

Price Risk Management Assets/Liabilities • Interest Rate Swaps/Foreian Currency Contracts/Cross-Currencv
Swaps {PPL LKE. LC&Eand 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 rales (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g.,
GBP), 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 contractsare classified as Level 3. For PPL, the primary reason for the
transfers during 2014 and 2013 was the change in the significance of the credit valuation adjustment. Cross-currency swaps
classified as Level 3 are valued by PPL's Treasury department, which reports to the CFO. Accounting personnel, who also
report to the CFO, interpret analysis quarterly to cla.ssify the contracts in the fair value hierarchy. Valuation techniques arc
evaluated periodically.

(PPL 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.

• The fair value measurementsof investments in commingled equity funds are classified as Level 2. These fair value
measurementsare based on firm quotes of net as.set values per share, which are not obtained from a quoted price in an
active market.

The fair value of debt securities is generally measured using a market approach, including the use of pricing models, which
incorporate observable inputs. Common inputs include benchmark yields, 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 monthly payment data, future predicted cash
flows, collateral performance and new issue data.

Auction Rate Securities

Auction rale securities include Federal Family Education Loan Program guaranteed student loan revenue bonds, as well as
various municipal bond issues. The probability of realizing losseson 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 similarto thesecurities, and
unobscrvable inputs, such as future interest rales 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, theauction rate securities are classified as Level 3.
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Auction rate securities are valued by PPL's Treasury department, which reports to the CFO. Accounting personnel, who also
report to theCFO, interpret the analysis quarterly to classify thecontracts in the fair value hierarchy. Valuation techniques
are evaluated periodically.

Nonrecurring Fair Value Measurements (PPL and PPL Energy Supply)

The following nonrecurring fair value measurement occurred during the three months ended March 31, 2014, resulting in an
asset impairment:

Carrying Fair Value Measurement Using
Amount (a) Level 3 l^oss(b)

PPL and PPL Energy Supply
Kerr Dam Projcci $ 47 S 29 S 18

(a) Represents carrying value before fair value measurement.
(b) The loss on the Ken Dam Project was recorded in the Supply scgnK-nt and included in "Other operation and maintenance" on PPL's and PPL Energy

Supply's Statement of Income.

The significant unobservabic inputs used in and the quantitative information about the nonrecurring fair value measurement
of assets and liabilities classified as Level 3 arc as follows:

Fair Value, net Significant Range
Asset Valuation Unobservabic (Weighted

(Liability) Technique Input(.s) Averagc)(a)

PPL and PPL Energy SudpIv

Kerr Dam Project
March .11.2014 S 29 Discounted cash flow Proprietary model used to 38% (38%)

calculate plant value

(a) The range and weighted average represent the percentage of fair value derived from the unob.ser\'able inputs.

Kerr Dam Project

As disclosed in Note 11 in PPL's and PPL Energy Supply's 2013 Form lO-K, PPL Montana holds a joint operating license
issued for the Kerr Dam Project. The license extends until 2035 and, between 2015 and 2025, the Confederated Salish and
Kootenai Tribes of the Flathead Nation (the Tribes) have the option to purchase, hold and operate the Kerr Dam Project. The
parties submitted the issue of the appropriate amount of the conveyance price to arbitration in February 2013. In March
2014, the arbitration panel issued its final decision holding that the conveyance price payable by the Tribes to PPL Montana
is $18 million. As a result of the decision, PPL Energy Supply performed a recovcrability test on the Kerr Dam Project and
recorded an impairment charge. PPL Energy Supply performed an internal analysis using an income approach based on
discounted cash flows (a proprietary PPL model) to assess the fair value of the Kerr Dam Project. Assumptions used in the
PPL proprietary model were the conveyance price, forward energy price curves, forecasted generation, and forecasted
operation and maintenance expenditures that were consistent with assumptions used in the business planning process and a
market participant discount rate. Through this analysis, PPL Energy Supply determined the fair value of the Kerr Dam
Project to be $29 million.

The assets were valued by the PPL Energy Supply Financial Department, whieh reports to the President of PPL Energy
Supply. Accounting personnel, who report to the CFO interpreted the analysis to appropriately classify the assets in the fair
value hierarchy.

Financial Instruments Not Recorded at Fair Value (All Registrants)

The carrying amounts of contract adjustment payments related to the 2011 Purchase Contractcomponent of the 2011 Equity
Units and long-term debt on the Balance Sheetsand 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 arc classified as Level 2. The effect of third-
party credit enhancements is not included in the fair value measurement.
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March 31, 2014 December 31 ,2013

Carrying Carrying
Amount Fair Value Amount Fair Value

PPL

Contract adjustment payments (a) $ II $ II $ 21 S 22

l.ong-tcrm debt 20.818 22.350 20,907 22.177

PPL Encrcv SuddIv

Long-term debt 2..'524 2.680 2.525 2.658

PPL Electric

l_ong-ienn debt 2.306 2.555 2.315 2,483

LKE
Long-term debt 4..S6.'5 4.807 4.565 4,672

LC&E

Lx)ng-tcrm debt 1.3.S3 1.413 1.353 I..372

KU
Long-term debt 2.091 2.238 2.091 2.155

(a) Included in "Other current liabilities" on the Balance Sheets.

The carrying value of shon-term debt (including notes between affiliates), when outstanding, approximates fair value due to
the variable interest rales associated with the short-term debt and is classified as Level 2.

Credit Concentration Associated with Financial Instruments

(All Registrants)

Contracts are entered into with manyentities for the purchase and sale of energy. When NPNS is elected, the fair value of
these contracts is not reflected in the financial statements. However, (he fair value of these contracts is considered when
committing to new business from a credit perspective. See Note 14 for informationon credit policies used to manage credit
risk, including master netting arrangements and collateral requirements.

(PPL and PPL Energy Supply)

At March .31, 2014, PPL and PPL Energy Supply had credit exposure of $997 million from energy trading partners,
excluding exposure from related parties (PPL Energy Supply only) and the effects of netting arrangements, reserves and
collateral. As a result of netting arrangements, reserves and collateral, PPL's credit exposure was reduced to $372 million
and PPL Energy Supply's credit exposure was reduced to $371 million. The top ten counterparties accounted for $212
million, or 57%, of these exposures. Nine of these counterparties had an investment grade credit rating from S&P or
Moody's and accounted for 94% of the top ten exposures. The remaining counterparty has not been rated by S&P or
Moody's, but is current on its obligations. See Note 11 for information regarding PPL EnergySupply's related partycredit
exposure.

(PPL Electric)

PPL Electric is exposed to credit risk under energy supply contracts (including its supply contracts with PPL EnergyPlus);
however, its PUC-approved recovery mechanism is anticipated to substantially eliminate this exposure.

(LKE. LG&E and KU)

At March 31, 2014, LKE's, LG&E's and KU's credit exposure was not significant.

14. Derivative Instruments and Hedging Activities

Risk Management Objectives

(All Registrants)

PPLhas a risk management policy approved by the Board of Directors to manage market risk associated with commodities,
interest rates on debt issuances and foreign exchange (including price, liquidity and volumetric risk) andcredit risk (including
non-performance risk and payment default risk). The RMC, comprised of senior management and chaired by the ChiefRisk
Officer, oversees the risk management function. Key risk control activities designed to ensure compliance with the risk
policy and detailed programs include, but arc not limited to, credit review and approval, validation of transactions and market
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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 market liquidity and volumetric risks. Forward contracts, futures contracts, options,
swaps and structured transactions 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 NPNS is elected.

The table below summarizes the market risks that affect PPL and its Subsidiary Registrants.

PPL

PPL

EncrsY Supply

PPL

Electric LKE 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

Orilncd benefit plans X X M M M M

NDT .securities X X

Equity securities price risk:
[>:fined benefit plans X X M M M M

NDT securities X X

Future Slock transactions X

Foreign currency risk - WPD invcslnwni and
earnings X

X = PPL and PPL Energy Supply accively miiigatc market risks through their risk management programs dcscril)cd above.
M = The regulatory environments for PPL's regulated entities, by definition, significantly mitigate market risk.

Commodity price risk

• PPL is exposed to commodity price risk through its domestic subsidiaries as described below. Volumetric risk is
• significantly mitigated at WPD as a result of the method of regulation in the U.K.

• PPL Energy Supply is exposed to commodity price risk for energy and energy-related products associated with the sale of
electricity from its generating assets and other electricity and gas marketing activities 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 risk from its obligation as PLR; however, its PUC-approved cost recovery
mechanism substaniially eliminates its exposure to this 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.

• LC&E's and KU's rales include certain mechanisms for fuel, gas supply and environmental expenses. These mechanisms
generally provide for timely recovery of market price and volumetric fluciuaiions associated with these expenses.

Interest rate risk

• PPL and its subsidiaries arc 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 changes in foreign currency exchange rates and interest 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, when appropriate, in connection with future debt
issuances. This risk for PPL Electric, LG&E and KU is significantly mitigated due to recovery mechanisms in place.

• PPL and its subsidiaries are exposed to interest rate risk associated with debt securities held by defined benefit plans. This
risk is significantly mitigated to the extent that the plans are sponsored at, or sponsored on behalf of, the regulated
domestic utilities and for certain plans at WPD due to the recovery mechanisms in place. Additionally, PPL Energy
Supply is exposed to interest rate risk associated with debt securities held by the NDT.
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Equity securities price risk

• PPL and iissubsidiaries arc exposed to equity securities price risk associated with defined benefit plans. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery mechanisms in
place. 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 isexposed to foreign currency exchange risk primarily associated with its investments and earnings in U.K.affiliates.

Credit Risk

Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.

PPL is exposed to credit risk from "in-the-money" 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 "in-the-money" commodity derivatives with its energy trading partners,
which include other energy companies, fuel suppliers, financial institutions, other wholesale customers and retail customers.

The majority of PPL and PPL Energy Supply's 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 financial losses. Those losses would be recognized immediately or through lower
revenues or higher costs in future years, depending on the accounting treatment for the defaulted contracts. In the event 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 frotn customers in future rates, thus mitigating the financial 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 or provisions. 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, their tangible net worth falls belowspecified percentages or their exposures exceedan
established credit limit. See Note 13 for credit concentration associated with energy trading partners.

Master Netting Arrangements

Net derivative positions on the balance sheets arc 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 cashcollateral under master netting arrangements was$10
million and $9 million at March 31, 2014 and December 31, 2013.

PPL Electric, LKEand LC&E had no obligation to returncash collateral under master netting arrangements at March31,
2014 and December 31, 2013.

PPL, LKE and LG&E had posted cash collateral under master netting arrangements of $21 million and $22 million at
March 31,2014 and December 31, 2013.

PPL Energy Supply, PPL Electric and KU had not po.sted any cash collateral under master netting arrangements at March 31,
2014 and December 31, 2013.

See"Offsetting Derivative Investments" below for a summary of derivative positions presented in the balance sheets where a
right of setoff exists under these arrangements.
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(PPL and PPL Energy Supply)

Commodity Price Risk (Non-trading)

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 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 Energy Supply maximizes the value of its unregulated wholesale and unregulated 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 formal hedging program to economically hedge the forecasted purchase and sale of electricity and
related fuels for its competitive baseload generation fleet, which includes 7,369 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 3,309 MW (summer rating) of natural gas and oil-fired generation. PPL Energy Supply's
marketing portfolio is comprised of full-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-
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 front its generation assets.

PPL and PPL Energy Supply enter into financial and physical derivative contracts, including forwards, futures, swaps and
options, to hedge the price risk associated with electricity, natural gas, oil and other commodities. Certain contracts arc non-
derivatives or NPNS is elected and therefore they are 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 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 AOCl and reclassified into earnings when the forecasted transaction occurs. There were no active cash flow
hedges during the three months ended March 31, 2014. At March 31, 2014, the accumulated net unrecognized after-tax gains
(losses) that arc expected to be reclassified into earnings during the next 12 months were $24 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. There were no such reclassificalions
for the three months ended March 31, 2014 and 2013.

For the three months ended March 31, 2014 and 2013, there was no hedge ineffectiveness associated with energy derivatives.

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 because
hedge accounting was not elected. 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 also 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, 2014 range in maturity through 2019.

Examples of economic activity may 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 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 capped at the price at
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which the generating unit would be dispatched and therefore does notexpose PPL Energy Supply to uncovered market price
risk.

The unrealized gains (losses) for economic activity for the periods ended March 31 were as follows.

Three Month.s

Operating Revenues
Unregulated wholesale energy
Unregulated retail energy

Operating Expenses
Fuel

Energy purchases

Commodity Price Risk (Trading)

PPL Energy Supply 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 losses if prices do not
move in the manner or direction anticipated. Net energy trading margins, which are included in "Unregulated wholesale
energy" on the Statements of Income, were insignificant for the three months ended March 31, 2014 and 2013.

Commodity Volumes

At March 31, 2014, the net volumes of derivative (sales)/purchase contracts used in support of the various strategies
discussed above were as follows.

Volumts (a)

20t4 2013

S (789) S (822)
(26) (8)

(1) (!)
580 634

Coninrodity Unitof Measure 2QI4 (b) 2015 2016 Thereafter

Power MWh (27.112.584) (28,794.377) 3.496.447 14.130.735

Capacity MW-Month (14.918) (5.120) 501 9

Gas MMBlu 63.248.020 14.120.116 .57.884.707 2.5.814.197

Coat Tons 25.000

FTRs MW-Month 4.734 1.705

Oil Barrels 1.56.000 436.233 331.258 279.060

(a) Volumes for option contracts factor in the probabilityof an option being exercisedand may t>e less than the notionalamountof the option.
(b) Represents balance of the current year.

Interest Rate Risk

(PPL LKE. LG&E and KU)

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 arc designed to balance risk exposure to volatility in interest expense and
changes in the fair value of the debt portfoliodue to changes in benchmark interest rates.

Cash Flow Hedges

(PPL)

Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future
anticipated financings. Financial interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge
floating interest rate risk associated withboth existingand anticipated debt issuances. At March 31, 2014, outstanding
interest rate swapcontracts range in maturity through 2025 for PPL'sdomestic interest rate swaps. These swaps had an
aggregate notional value of $500 million at March 31, 2014.

At March 31, 2014, PPLheld a notional position incross-currency interest raleswaps totaling $1.3 billion that range in maturity
through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated seniornotes.
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For the ihrcc monihs ended March 31, 2014 and 2013, hedge ineffeciivencss associated with interest rate derivatives was
insignificant.

Cash flow hedges are discontinued if it is no longerprobable that the original forecasted transaction will occur by the end of
theoriginally specified lime period andanyamounts previously recorded in AOCI arc reclassified intoearnings once it is
determined that the hedged transaction is probable of not occurring. PPL had an insignificant amount reclassified for the
three months ended March 31, 2014 associated with discontinued cash flow hedges and no such reclassifications for the three
months ended March 31, 2013.

At March 31, 2014, 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. Amounts are reclassified as the hedged interest
payments are made.

Economic Activity (PPL. LKE and LG&E)

LC&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 arc 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
underlying interest expense is recorded. At March 31, 2014, LG&E held contracts with a notional amount of $179 million
that range in maturity through 2033.

Foreign Currency Risk

(PPL)

PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. 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.

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, 2014 had a notional amount of £345 million (approximately $549 million
based on contracted rates). The settlement dates of these contracts range from May 2014 through December 2015.

Additionally, a PPL Global subsidiary that has a U.S. dollar functional currency entered into GBP intercompany loans
payable with PPL WEM subsidiaries that haveGBP functional currency. The loans qualify as a net investment hedge for the
PPL Global subsidiary. As such, the foreign currency gains and losses on the intercompany loans for the PPL Global
subsidiary arc recorded to the foreign currency translation adjustment component of OCI. At March 31, 2014, the
outstanding balances of the intercompany loans were£40 million (approximately $67 million based on spot rates). For the
three months ended March 31, 2014 and 2013, PPL recognized an insignificant amount and $5 million of net investment
hedgegains (losses) on the intercompany loans in the foreign currency translation adjustment component of OCI.

At March 31, 2014, PPL had $(5) million of accumulated net investment hedge aftcr-iax gains (losses) that were included in
the foreign currency translation adjustment component of AOCI, compared to an insignificant amount at December 31, 2013.

Economic Activity

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated
earnings. At March 31, 2014, the total exposurehedged by PPL wasapproximately £1.8 billion (approximately $3.0 billion
based on contracted rates). These contracts had termination dates ranging from April 2014 through October 2016.
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Accounting and Reporting

(All Regisiraius)

All dcrivaiivc insiruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected.
NPNS contracts for PPL and PPL Energy Supply include certain full-requiremeni sales contracts, other physical purchase and
sales contracts and certain retail energy and physical capacity contracts, and for PPL Electric includecertain 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 and designated as such, except for the
changes in fair values of LG&E's interest rate swaps that are recognized as regulatory assets. See Note 6 for amounts
recorded in regulatory assets and regulatory liabilities at March 31, 2014 and December 31, 2013. PPL and PPL Energy
Supply have many physical and financial commodity purchases and sales contracts that economically hedge commodity price
risk but do not receive hedge accounting treatment. As such, realized and unrealized gains (losses) on these contracts arc
recorded currently in earnings. Generally each contract is considered a unit of account and PPL and PPL Energy Supply
present gains (losses) on physical and financial commodity sales contracts in "Unregulated wholesale energy" or
"Unregulated retail energy" and (gains) los.ses on physical and financial commodity purchase contracts in "Fuel" or "Energy
purchases" on the Statements of Income. Certain of the economic hedging strategies employed by PPL Energy Supply utilize
a combination of financial purchases and sales contracts which are similarly reported gross as an expense and revenue,
respectively, on the Statements of Income. PPL Energy Supply records realized hourly net sales or purchases of physical
power with PJM in its Statements of Income as "Unregulated wholesale energy" if in a net sales position and "Energy
purchases" if in a net purchase position.

Sec Notes 1 and 19 in each Registrant's 2013 Form 10-K for additional information on accounting policies related to
derivative instruments.

(PPL)

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

March 31, 2014 December31. 2013
Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated

hedging instruments as hedging instrunw:nts hedging instruments us hedging instruments
As.scLs Liabilities As.seLs Liabilities A.sseLs Liabilities A.sseLs Liabilities

Curreni;

Price Risk Managcmcni
AsscLs/Liabilijics (a):

Interest rate swaps (b) $ 7 S 3 S 4 $ 82 S 4

Cross-currency swaps (b)
Foreign currency
contracts

4

18 62

5 4

16 55

Commodity contracts S 1.080 1.211 S 860 750

Total current 7 2.S 1.080 1.277 82 20 860 809

Noncurrcnt:

Price Ri.sk ManageoKnt
Assets/Liabilities (a):

Interest rate swaps (b) 2 4 36 9 32

Cross-currency swaps (b) 5] 28

Foreign currency
contracts 6 5 37 4 31

Commodity contracts 337 316 328 320

Total noncurrent 2 61 .342 389 9 32 328 383

Total derivatives $ 9 S 86 S 1.422 S 1.666 S 91 S 52 $ 1.188 $ 1,192

(a) Represenis (he l(x;aiion on (he Balance Sheets.
(b) Excludes accmcd interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and
regulatory liabilities for the three months ended March 31.
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2014 2013

Gain (Lo.ss) Guin (I>oss)
Recognized Recognized
in Income in Income

on Derivative on Derivative

Gain (1ncffective Gain (1>oss) (Ineffective
Location of Rcclassifled Portion and Reclassified Portion and

Derivative Gain Gain (Loss) from AOCl Amount from AOCl Amount

(Loss) Recognized in Recognized into Income Excluded from into Inconte Excluded from

Derivative OCl (Effective Portion) in Income (Effective Effectiveness (Effective Effectiveness

Relationships 2014 2013 on Derivative Portion) Testing) Portion) Tc.sting)

Cash Flow Hedges:
Interest rate swaps S (46) S 9 Interest expense S (5) S 2 $ (5)
Cross-currency swaps (25) 73 Other inconte

(expense) • net (29) 69

Commodity contracts Unregulated
wholesale energy 1 67 S 1

Energy purchases 7 (16)
l>:prcciation 1

Total S (71) S 82 S (25) $ 2 S 115 $ 1

Net Investment Hedges;
Foreign currency
contracts S (4) S 16

Dcrivutivcs Not Designated us
Hedging Instruments

Foreign currency contracts
Interest rate swaps
Commodity contracts

Derivatives Not Designated as
Hedging instruments

Interest rate swaps

Dcrivutivcs Designated us
Cash Flow Hedges

interest rate swaps

Locution of Guin (l^oss) Recognized in
Income on Derivative

Other income (expense) - net
Interest expense
Unregulated wholesale energy (a)
Unregulated retail energy
Fuel

Energy purchases (b)

Total

Location of Gain (Loss) Recognized us
Regulatory Liabiiitics/Asscts

Regulatory assets - noncurrcnt

Locution of Guin (Loss) Recognized as
Regulatory Liabilities/Assets

Regulatory liabilities - noncurrent

2014

2014

2014

(24)

(2)
(3.044)

(64)

(I)
2.364

(771) S

(4) S

2013

2013

2013

119

(2)
(706)

(7)
I

586

(9)

10

(a) 2014 includes significant lealized and unrealized losses on physical and financial commodity sales contracts due to the unusually cold weather.
(b) 2014 includes significant realized and unrealized gains on physical and financial commodity purchase contracts due to the unusually cold weather.

(PPL Energy Supply)

The following table presenls the fair value antj Itxation of derivative instruments recorded on the Balance Sheets.

March 31, 2014 December 31,2013

Dcrivutivcs not designated Derivatives not designated
as hedging instruments as hedging instruments

Assets Liabilities A.sseLs Liabilities

Current:

Price Risk Management
Assets/Liabilities (a):

Commodity contracts S 1.080 S 1.211 S 860 S 7.50

Total current 1.080 1.211 860 7.50

Noncurrcnt:

Price Risk Management
Assets/Liabilities (a):

Commodity contracts 337 316 328 320

Total noncurrcnt 337 316 328 320

Total derivatives S 1.417 S 1.527 S 1.188 S 1.070

(a) Represents the location on the Balance Sheets.
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The following tables present the pre-tax effect of derivative instruments recognized in income or OCl for the three months
ended March 31.

Derivative

Relationships

Cash Flow Hedges:
Commodity contracts

Total

Derivative Gain

(Loss) Recognized in
OCl (EfTective Portion)

2014 2013

Location of

Gains (Losses)
Recognized

in Income

on Derivative

Unregulated
wholesale energy

Energy purchases
Depreciation

2014

Gain (Loss)
Reclassiried

from AOCI

into Income

(Effective

Portion)

Gain (l.«ss)
Recognized
in IncoHK

on Derivative

(Ineffective
Portion and

Amount

Excluded from

Effectiveness

Testing)

Derivatives Not Designated as
HedgingInslrunTCnLs

Location of Gain (l.x>ss) Recognized in
Incomeon Derivatives

Unregulated wholesale energy (a)
Unregulated retail energy
Fuel

Energy purchases (b)

Total

Commodity contracts

2013

Gain (Loss)
Rccla.ssined

from AOCI

into Income

(Effective

Portion)

Gain (Loss)
Recognized
in Income

on Derivative

(I ncffcctive
Portion and

Amount

Excluded from

Effectiveness

Testing)

67 S

(16)

51 $

2014

(3,044) S
(64)

(1)
2.364

(745) S

2013

(706)

(7)
I

586

(126)

(a) 2014 includes signincani realized and unrealized losses on physical and ilnancial commodity sales contracts due to the unusually cold weather.
(b) 2014 includes significant realized and unrealized gains on physical and financial commodity purchase contracts due to the unusually cold weather.

(LKE)

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory liabilities for the three months ended March 31.

Derivatives Instruments

Interest rale swaps

(LC&E)

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory liabilities for the three months ended March 31.

Derivative InstrunKnLs

Interest rate swaps

(m

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that arc recognized in
regulatory liabilities for the three months ended March 31.

Derivative InstrunKnLs

Interest rale swaps
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{LKE and LC&E)

The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging
instruments.

Current;

Price Risk Management
Assets/Liabilities (a):

Interest rale swaps

Total current

Noncutreni:

Price Risk Management
Asscls/Uabilities (a):

interest rate swaps

Total noncurrent

Total derivatives

March 31, 2014 December 31, 2013

Assets Liabilities A.sseLs Liabilities

$ 4 S 4

4 4

36 32

36 32

S 40 5 36

(a) Represents the location on the Balance Sheets.

The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in
income or regulatory assets for the three months ended March 31.

Derivative Instruments

Interest rate swaps

Derivative instruments

Interest rate swaps

Location of Gain (l>oss)

Interest expense

Locutionof Cain (Loss)

Regulatory assets • noncurrent

2014 2013

(2) S

2014 2013

(4) S

(2)

(All Registrants except PPL Electric and KU)

Offsetting Derivative Instruments

PPL, PPL Energy Supply, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements or similar
agreements in place including derivative clearing agreements with futures commission merchants (FCMs) to permit the
trading of cleared derivative products on one or more futures exchanges. The clearing arrangements permit an FCM to use
and apply any property in its possession as a set off to pay amounts or diseharge obligations owed by a customer upon default
of the customer and typically do not place any restrictions on the FCM's use of collateral posted by the customer. PPL, PPL
Energy Supply, LKE, LG&E and KU and their subsidiaries also enter into agreements pursuant to which they trade certain
energy and other products. Under the agreements, upon termination of the agreement as a result of a default or other
termination event, the non-defaulting party typically would have a right to setoff amounts owed under the agreement against
any other obligations arising between the two parties (whether under ihe agreement or not), whether matured or contingent
and irrespective of the currency, place of payment or place of booking of the obligation.

PPL, PPL Energy Supply, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net
derivative positions against the right to reclaim cash collateral pledged (an asset) or the obligation to return cash collateral
received (a liability) under derivatives agreements. The table below summarizes ihe derivative positions presented in the
balance sheets where a right of setoff exists under these arrangements and related cash collateral received or pledged.

A&scls Liabilities

Eligible for OfTset Eligible Tor OfTscl

Cash Cash

Derivative Collateral Derivative Collateral

Gross Instruments Received Net Gross InstruHKnts Fledged Net

March 31.2014

FPL

Energy Commodities $ 1.417 S 1.268 S 8 S 141 $ 1.527 S 1.268 S 94 $ 165

Treasury l>:rivaiives 14 14 225 14 24 187

Tola! S 1.431 S 1.282

l.i
CO

141 S 1.752 S 1.282 S 118 S 352
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G ross

Assets
Eligible for OfTsct

Cash

Dcrivulivc Collateral

InstrumcnLs Received Net Gross

Liabilities
Eligible for Offset

Cash

Derivative Collateral

Instruments Pledged Net

PPL Energy Supply

Energy Commodilics 1.417 S 1.268 S 8 S 141 S I..«i27 S 1.268 $ 94 S 16.5

LKE

Treasury Derivatives

LG&E

Treasury Derivatives

December 31. 2013

PPL

Energy Commodities
Treasury Derivatives

Total

PPL Energy Siioolv

Energy Commodities

LKE

Treasury Derivatives

LG&E

Treasury Derivatives

1.188 $

91

1.279 S

1.188 S

912 $

61

973 S

912 $

7 S

7 S

7 S

269 $

30

299 S

269 $

40

40

1.070

174

1.244 S

1.070 S

36

36

912 $

61

973 S

912 $

20 S

20 $

I $

23

24 S

I S

20 S

20 S

20

20

157

90

247

157

16

16

Credit Risk-Related Contingent Features

Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would
permit thecounterparties to require the transfer of additional collateral upon a decrease in the credit ratings of PPL, PPL
Energy Supply, LKE, LC&E and KU or certainof their subsidiaries. Most of these features would require the transferof
additional collateral or permit the counterparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Someof these features also would allow thecounterparty to require additional collateral upon each
downgrade in thecredit rating at levels that remain above investment grade. In cither 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 gradeaffiliate were allowed, most of thesecredit contingent features require either immediate payment of
the net liability as a termination payment or immediate and ongoing full collateralizalion on derivative instruments in net
liability positions.

Additionally, certain derivative contracts contain credit risk-related contingent features 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 transferof 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" features.

At March 31, 2014, the effect of a decrease in credit ratings below investment gradeon derivative contracts that contain
credit risk-related contingent features and were in a net liability position is summarized as follows:

Aggregatefair valueof derivative instrumentsin a net liability
position with credit risk-related eontingent features

Aggregate fair valueof collateral postedon these derivative instruments
Aggregate fairvalue of additional collateral requirements in theeventof

a credit downgrade below investment grade (a)

PPL

PPL

Energy Supply LKE LG&E

s 339 S 168 S 27 S 27

57 36 21 21

363 209 7 7

(a) Includes the effect of net receivables and payablcs already recorded on the Balance Sheet.
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15. Goodwill

(PPL)

The change in ihe carrying amount of goodwill for the three months ended March 31, 2014 was due to the effect of foreign
currency exchange rales on the U.K. Regulated segment.

16. Asset Retirement Obligations

(All Registrants except PPL Electric)

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

PPL

PPL Enere\-Supply LKE LG&E KU

Balance ai December 31. 2013 $ TO.^i S 404 S 252 S 74 S 178

Accrciion expense 11 8 3 1 2

Changes in estimated cash flow or settlement date 4 4 ! 3

Effect of foreign currency exchange rates 1

Obligations settled (3) (2) <1) (1)
Balance at March 31. 2014 S 718 S 410 S 2.58 S 75 S 183

Substantially all of the ARC balances are classified as noncurrent at March 31, 2014 and December 31, 2013.

(PPL and PPL Energy Supply)

The most significant ARC recorded by PPL Energy Supply relates to the decommissioning of the Susquehanna nuclear plant.
Assets in the NOT funds are legally restricted for purposes of settling this ARC. See Notes 13 and 17 for additional
information on these assets.

(PPL LKE, LG&E and KU)

LG&E's and KU's accretion and depreciation expense arc recorded as a regulatory asset, such that there is no net earnings
impact.

17. Available-for-Sale Securities

(PPL and PPL Energy Supply)

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 OCl
or are recognized currently in earnings when a decline in fair value is determined to be other-ihan-icmporary. The specific
identification method is used to calculate realized gains and losses.

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

March 31, 2014 December 31, 2013
Gross Gross Gross Gross

Amortized Unrealized Unrealized Amortized Unrealized Unrealized

Cost Gains Losses Fair Value Cost Gains Losses Fair Value
NDT fiind.s;

Cash and cash equivalents S 13 S 13 S 14 s 14

Ecjuitysecurities 271 S 368 639 265 S 363 628

Debt securities 218 9 S 1 226 217 7 S 3 221

Rcccivablcs/payables. net 1 1 1 I

Total NDT funds S 503 S 377 $ IS 879 S 497 S 370 S 3 S 864

Auction rate seciiritics:

PPL $ 17 S IS 16 S 20 s 1 S 19

PPL Energy Supply 14 1 13 17 1 16
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See Note 13 for details on the securities held by the NDT funds.

There were no securities with credit losses at March 31, 2014 and December 31, 2013.

The following table shows the scheduled maturity dates of debt securities held at March31, 2014.

Maturity Maturity Maturity Maturity
LttsThon 1-5 6-10 in Excess

1 Yeur Years Years of 10 Years Total

PPL

Amortized cost $ IIS 88 S .57 $ 79 S 23.5
Fair value i I 90 .59 82 242

PPL Energy Supply

Amortized cost S IIS 88 S 57 $ 76 S 232
Fair value I i 90 59 79 239

The following tableshows proceeds from and realized gain.s and losseson sales of available-for-sale securities for the periods
ended March 31.

Three Months

2014 2013

PPL and PPL Energy ShdpIv

Proceeds from .sales of NDT securities (a) S 27 S 24
Other proceeds from sales 3
Gross realized gains (b) 3 4
Gross realized losses (b) I 2

(a) These proceeds arc u.scd to pay income taxes and fees related to managing the trust. Remaining proceeds arc reinvested in the trust.
(b) Excludesthe impactof oiher-ihan-lemporary impairment charges recognized on the Statementsof Income.

18. Accumulated Other Comprehensive Income (Loss)

(PPL and PPL Energy Supply)

The after-lax changes in AOCl by component for the three months ended March 31 were as follows.

Foreign Unrealized gains (ios.sc.s) Defined benefit plans
currency Available- Etjuily Prior Actuarial Transition

translation for-sale Qualifying Investees' ser>-icc gain asset
securities derivatives AOCl costs (loss) (obligation) Total

PPL

December 31, 2012 S (149) $ 112 S 132 $ I S (14) S (2.023) S 1 $ (1.940)

Amounts arising during the period
Reclassifications from AOCl

(245) 23

(1)

62

(80) 1 34

(160)
(46)

Net OCl during the period (245) 22 (18) 1 34 (206)

March 31, 2013 S (394) S 1.34 S 114 $ 1 S (13) S (1.989) $ 1 s (2.146)

December 31. 2013 S (11) S 173 s 94 S 1 s (6) s (1.817) $ 1 s (I..565)

Amounts arising during the period
Reclassifications from AOCl

13! 5

(1)

(46)
19 1 27

90

46

Net OCI during the period 13! 4 (27) 1 27 136

March 31, 2014 $ 120 s 177 s 67 S 1 s (5) s (1.790) S 1 $ (1.429)

PPL Enerev SuddIv

December 31, 2012 s 112 $ 211 s (10) s (265) s 48

Amounts arising during the period
Reclassifications from AOCl

23

(1) (30) 1 4

23

(26)

Net (X^I during the period (30) 1 4 (3)

March 31,2013 s 134 s 181 s (9) s (261) s 45

December 31,2013 s 173 s 88 s (4) s (ISO) s 77

Amounts arising during the period
Reclassifications from AOCl

5

(1) (5) i 1

.5

(4)

Net OCI during the period 4 (5) 1 1 1

March 31, 2014 s 177 s 83 s (3) s (179) s 78
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The following lablc prcscnis ihc gains (losses) and related income taxes for reclassifications from AOCI for the three months
ended March 31. Thedefined benefit plan components of AOCI arenot reflected in their entirety in the statement of income
during the period; rather, they are included in the computation ofnet periodic defined benefit costs (credits). See Note 9 for
additional information.

Details about AOCI

EEL
Availabie-for-sale securities

Qualifying dcrivalives
Inlercst rale swaps
Cross-currency swaps
Energy Commodities
Total

[>:rmcd tKncfii plans
Prior service costs

Net actuarial loss

Total

Total rcclassincations

PPL Encro' Supply

Availablc-for-sale securities

Qualifying derivatives
Energy Commodities

Defined benefit plans
Prior service costs

Net actuarial loss

Total

Total reclassifications

Details about AOCI

PPL

Available-for-sale securities

Qualifying derivatives
Interest rate swaps
Cross-currency swaps
Energy Commodities
Total

Defined benefit plans
Prior service costs

Net actuarial loss

Total

Total reclassifications

PPL Energy Snppiv
Available-for-sale securities

Qualifying derivatives
Energy Commodities

Defined benefit plans
Prior service costs

Net actuarial loss

Total

Total reclassifications

2014

AfTected Line Item on the Stutemenls of Income

Unregulated
Whole.saie

energy

Energy
purchases

Interest

Expense

Other

Income

(Expcn.se),
net Other

Total

Pre-tax

Income

Taxes

Total

After-tax

S 2 S 2 5; (t) S 1

S 1 S 7

E (3)
(29)

$

(3)
(29)

1 9

2

6

(4)

(1)
(23)

5

S 1 s 7 :E (3) S (29) $ 1 (23) 4 (19)

1 S

Unregulated
Wholesale

energy

Energy
purcha.ses

67 S (16)

67 S (16) S

67 S (16)

2013

(2)
(.16)

(.18) $

2 S

(2)
(2)

(4) S

10

(I) S

(4)

(I)
(27)

(28)

(46)

(1)
(I)

(2)

Affected Line Item on the SlatciiKnts of Income

lnterc.st

Expense

(.*5)

Other

Income

(Expense),
net

69

(.1) S 69

Other

Total

Pre-tax

Income

Taxes

2 S (I)

Total

After-Uix

(.*5) 2 (3)
69 (17) 52

.SI (20) 31

II.S (35) 80

(2) 1 (1)
(47) 13 (34)

S (49) S 14 (3.S)

S 46

S 2 $ (1) $ 1

51 (21) .10

(2) 1 (I)
(6) 2 (4)

s (8) S 3 (5)

26
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19. New Accounting Guidance Pending Adoption

(All Registrants)

RePortinQ of Discontinued Operations

In April 2014, the Financial Accounting Standards Board issued accounting guidance that changes the criteria for
determining what should be classified asa discontinued operation and also changes the related presentation and disclosure
requirements. Adiscontinued operation may include a component ofan entity ora group ofcomponents ofan entity, ora
business activity.

Adisposal ofa component of an entity or a group ofcomponents ofan entity is required to be reported in discontinued
operations ifthe disposal represents a strategic shift that has (or will have) a major effect onthe entity's operations and
financial results when anyof the following occurs: (I) The components of an entity or group of components of an entity
meets the criteria to be classified as held for sale, (2) The component of an entity or group of components of an entity is
disposed of by sale, or (3) The component ofan entity orgroup ofcomponents ofan entity isdisposed ofother than by sale
(for example, by abandonment or in a distribution to owners in a spinoff).

For public business entities, this guidance should beapplied prospectively toalldisposals (or classifications as held for sale)
of components of anentity that occur within the annual periods beginning on or after December 15, 2014, and interim periods
within those years. Early adoption is permitted.

The Registrants are assessing in which period they will adopt this new guidance. The new guidance will impact the amounts
presented asdiscontinued operations on the Statements of Income and will enhance the related disclosure requirements.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations

(All Registrants)

This Item 2. "Combined Management's Discussion and Analysisof Financial Conditionand Resultsof Operations" is separately
filed by PPLCorporation and eachof itsSubsidiary Registrants. Information contained herein relating to any individual
Registrant is filed by such Registrant solelyon itsown behalf, and no Registrant makes any representation as to information
relating to any other Registrant. The specific Registrant to whichdisclosuresare applicable is identified in parenthetical
headings in italicsabove the applicabledisclosureor within the applicable disclosure for each Registrant's relatedactivities and
disclosures. Within combined disclosures, amounts are disclosed for any Registrant when significant.

The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the
accompanying Notes and with the Registrants' 2013 Form lO-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 each Registrant's business strategy, a summary of PPL's earnings, a
description of key factors expected to impact future earnings and a discussion of important financial and operational
developments.

• "Results of Operations" for PPL provides a more detailed analysis of earnings by segment, and for the Subsidiary
Registrants includes a summary of earnings. For all Registrants, "Margins" provides explanations of non-GAAP
financial measures and "Statement of Income Analysis" addresses significant changes in principal items on the
Statements of Income, comparing the three months ended March 31, 2014 with 2013.

• "Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions
and credit profiles. This section also includes a discussion of rating agency actions.

• "Financial Condition - Risk Management" provides an explanation of the Registrants' risk management programs
relating to market and credit risk.

Overview

Introduction

(PPL)

PPL, headquartered in Allentown, Pennsylvania, is an energy and utility holding company. Through subsidiaries, PPL
delivers electricity to customers in the U.K., Pennsylvania, Kentucky, Virginia and Tennessee; delivers natural gas to
customers in Kentucky; generates electricity from power plants in the northeastern, northwestern and southeastern U.S.; and
markets wholesale or retail energy primarily in the northeastern and northwestern portions of the U.S.
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PPL's principal subsidiaries are shown below (♦ denotes an SEC registrant);

PPL Corporation*

PPL Capital Funding

PPL Global

• Engages in the
regulated distribution
oi electricity in the
U.K.

LKE* PPL Electric*

• Engages In the
regulated
transmission and
distribution oi

electricity in
Pennsylvania

PPL Energy Supply*

LG&E*

Engages in the
regulated generation,
transmission,
distribution and sale oi

electricity, and
distribution and sale oi

natural gas in Kentucky

KU*

• Engages in the
regulated generation,
transmission,
distribution and sale oi

electricity, primarily in
Kentucky

PPL EnergyPlus
• Periorms energy

marketirtg and trading
actrviiies

• Purchases iuel

U.K. Regulated
Segment

Kentucky Regulated
Segment

Pennsylvania
Regulated Segment

PPL Generation

• Engages in the
competitive generation
oi electricity, primarily in
Pennsylvania and
Montana

Supply
Segment

PPL's rcportablc segmcnis" results primarily represent the results of its related Subsidiary Registrants, except that the
reportable segments arc also allocated certain corporate level financing and other costs that arc not included in the results of
the applicable Subsidiary Registrants. The U.K. Regulated segment does not have a related Subsidiary Registrant.

(PPL Energy Supply)

PPL Energy Supply, headquartered in Allentown, Pennsylvania, is an indirect wholly owned subsidiary of PPL and is an
energy company that through its principal subsidiaries is primarily engaged in the competitive generation and marketing of
electricity in two key markets; the northeastern and northwestern U.S. PPL Energy Supply's principal subsidiaries are PPL
EnergyPlus, its marketing and trading subsidiary, and PPL Generation, the owner of its generating facilities in Pennsylvania
and Montana.

(PPL Electric)

PPL Electric, headquartered in Allentown, Pennsylvania, is a direct wholly owned subsidiary of PPL and a regulated public
utility that is an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is
subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to thejurisdictionof
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.

(LKE)

LKE, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns
regulated utility operations through its subsidiaries, LG&E and KU, which constitutesubstantially all of LKE'sassets.
LC&E and KU are engaged in the generation, transmission, distribution and sale of electricity. LG&E also engages in the
distribution and sale of natural gas. LG&E and KU maintain their separatecorporate identities and serve customers in
Kentucky undertheir respective names. KU also servescustomers in Virginia under the Old Dominion Power name and in
Tennessee under the KU name.

(LG&E)

LG&E, headquartered in Louisville, Kentucky, is a wholly ownedsubsidiaryof LKEand a regulated utilityengaged in the
generation, transmission, distribution and sale ofelectricity and distribution and saleof natural gas in Kentucky. LG&E is
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subject to regulation as a public utility by the KPSC, and certain of its transmission activities arcsubject to the jurisdiction of
the FERC under the Federal Power Act.

(KU)

KU, headquartered in Lexington, Kentucky, is a whollyowned subsidiary of LKEand a regulated utilityengaged in the
generation, transmission, distribution and saleof electricity in Kentucky, Virginia and Tennessee. KU is subject to regulation
as a public utility by the KPSC, the VSCC and the TRA, and certain of its transmission and wholesale poweractivitiesare
subject to the jurisdiction of the FERCunder the Federal Power Act. KU serves its Virginia customers under the Old
Dominion Power name and its Kentucky and Tennessee customers under the KU name.

Business Strategy

(All Registrants except PPL Energy Supply)

The strategy for the regulated businesses of WPD, PPL Electric, LKE, LC&E and KU is to provide efficient, reliable and safe
operations and strong customer service, maintain constructive regulatory relationships and achieve timely recovery of costs.
These regulated businesses also focus on providing competitively priced energy to customers and achieving stable, long-term
growth in earnings and rate base, or RAV, as applicable. Both rate base and RAV arc expected to grow for the foreseeable
future as a result of significant capital expenditure programs to maintain existing assets and to improve system reliability and,
for LKE, LC&E and KU, to comply with federal and state environmental regulations related to electricity generation
facilities. Future RAV for WPD will also be affected by RllO-EDl, effective April 1, 2015, as the recovery period for assets
placed in service after that date will be extended from 20 to 45 years. See "Other Financial and Operational Developments -
RIIO-ED1 - Fast Tracking" below for additional information.

Recovery of capital project costs is attained through various rate-making mechanisms, including periodic base rate case
proceedings, FERC formula rate mechanisms, and other regulatory agency-approved recovery mechanisms. In Kentucky, the
KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, gas supply clause and
recovery on certain construction work-in-progress) that reduce regulatory lag and provide for timely recovery of prudently
incurred costs. In Pennsylvania, the FERC transmission formula rate, DSIC mechanism and other recovery mechanisms arc
in place to reduce regulatory lag and provide for timely recovery of prudently incurred costs. Sec "Item 1. Business -
Segment Information - U.K. Regulated Segment - Revenues and Regulation" in PPL's 2013 Form lO-K for changes to the
regulatory framework in the U.K. applicable to WPD beginning in April 2015.

(PPL and PPL Energy Supply)

The strategy for PPL Energy Supply is to optimize the value from its competitive generation asset and marketing portfolios
while mitigating near-term volatility in both cash flows and earnings. 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 managingexposure to energy and fuel price volatility, counterparty credit risk and
operational risk. PPL Energy Supply is focused on maintaining profitability during the current and projected period of low
energyand capacityprices. See "Financial and Operational Developments - Economic and MarketConditions" below for
additional information.

(PPL)

Earnings generated by PPL's U.K. subsidiaries are 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 usescontractssuch as forwards, optionsand cross currencyswaps thatcontaincharacteristics of both interest rate
and foreign currency exchange contracts.

(All Registrants)

To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is
to maintain targeted credit profiles and liquidity positions. In addition, the Registrants have financial and operational risk
management programs that, amongother things, are designed to monitor and manage exposure to earnings and cash flow
volatility related to, as applicable, changes in energy and fuel prices, interest rates, counterparty credit quality and the
operating performance of generating units. To manage these risks, PPL generally usescontractssuch as forwards, options
and swaps.
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Financial and Operational Developments

Earnings (PPL)

PPL's earnings by reporiable segment for the period ended March 31 were as follows.

U.K. Rcgulalcd
Keniucky Regulated
Pennsylvania Rcgulalcd
Supply
Corporate and Other (a)
Net Incontc Attributable to PPL Shareowners

EPS • basic

EPS - diluted (b)

(a) Primarily represents financing andcertain other costs incurred at thecorporate level that have not been allocated or assigned to thesegments, which ate
presented to reconcile segiiKni information to PPL's consolidated results.

(b) Sec"2011 Equity Units" below and Note 4 to the Rnancial StatenKnis for information on the Equity Units' impact on thecalculation of dilutedEPS.

The following aficr-iax gains (losses), in lotal, which management considersspecial items, impacted PPL's reporiable
segments' results for theperiod ended March 31. Sec PPL's "Results of Operations - Segment Earnings" for details of these
special items.

Three Months

U.K. Regulated
Kentucky Regulated
Supply

Total PPL

Three Months

2014 2013 % Chance

s 206 $ 313 (34)

107 85 26

85 64 33

(75) (46) 63

(7) (3) 133

s 316 S 413 (23)

s 0.50 $ 0.70 (29)

s 0.49 S 0.65 (25)

2014 2013

S (58) $ 75

(149) (117)

S (207) S (41)

Thechanges in PPL's reporiable segments results for the three months ended March 31, 2014 compared with 2013, excluding
the impact of special items, were due to the following factors (on an after-tax basis):

• Increase at the U.K. Rcgulalcd segment primarily due to higher utility revenues driven by an April 1,2013 price increase,
and lowerpension expense, partially offset by lowersales volumes due to weather, and higherdepreciation.

• Increase at the Keniucky Regulated segment primarily due to highersales volumes due to unusually cold weatherand
returns from additional environmental capital investments, partially offset by higher operation and maintenance expense.

• Increase at the Pennsylvania Regulated segment primarily due to higher transmission margins from additional capital
investments, higher distribution margins due to unusually cold weather, and a benefit from a change inestimate of a
regulatory liability.

• Relatively flat at the Supply segment primarily due to higher capacity prices, net benefits from unusually cold weather
and lower interest expense, offset by lower bascload energy pricesand the timing of a planned outageat the Susquehanna
nuclear power plant.

See"Results of Operations" below for further discussion of PPL's reporiable segments and analysis of results of operations.

2014 Outlook

(PPL)

Excluding special items, lower earnings are expected in 2014 compared with 2013. The factors underlying these projections
by segment and Subsidiary Registrant arc discussed below (on an after-lax basis).

(PPL's U.K. Regulated Segmeni)

Excluding special items, higher earnings arc projected in2014 compared with 2013, primarily driven by higher electricity
delivery revenue and lower pension expense, partially offset by higher income taxes, higher depreciation and higher
financing costs.
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(PPL's Kentucky RegulatedSegment and LKE, LG&E and KU)

Excluding special items, lower earnings are projected in 2014 compared with 2013, primarily driven by higher operation and
maintenance expense, higher depreciation and higher Onancing costs, partially offset by returns onadditional environmental
capital investments and increased sales volumes.

(PPL's Pennsylvania Regulated Segmentand PPL Electric)

Excluding special items, higher earnings arc projected in 2014 compared with 2013, primarily driven by higher transmission
margins and returns ondistribution improvement capital spending, partially offset by higher financing costs and higher
income taxes.

(PPL's Supply Segment and PPL Energy Supply)

Excluding special items, lower earnings are projected in2014compared with 2013, primarily driven by lower energy and
capacity prices, partially offset by the net realized benefits from unusually cold winter weather, lower financing costsand
lower income taxes.

(All Registrants)

Earnings in future periods aresubject to various risks and uncertainties. See "Forward-Looking Information," the rest of this
Item 2, Noles6and lOlo the Financial Statements in this Form 10-Q (as applicable) and "Item 1.Business" and "Item lA.
Risk Factors" in the Registrants' 2013 Form lO-K for a discussion of the risks, uncertainties and factors that may impact
future earnings.

Other Financial and Operational Developments

Economic and Market Conditions

(PPL and PPL Energy Supply)

Over the last few years, 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 additional
renewable energy sources. During the first quarter of 2014, the PJM region experienced unusually cold weather conditions,
higher demand andcongestion patterns that increased natural gas and electricity prices inspot and near-term forward
markets.

See"Margins - Changes in Non-GAAP Financial Measures - Unregulated Gross Energy Margins" below for additional
information on energy margins. Full year2014energy margins are still projected to be lower compared with 2013due to a
higher average hedge price in 2013, partially offset by higher pricing on unhedged generation. PPL Energy Supply continues
to review its business and operational plans, including capital and operation and maintenance expenditures, its hedging
strategies and potential plant modifications to burn lower cost fuels.

(AllRegistrants except PPL Electric)

The businesses of PPL Energy Supply, LKE, LG&E and KU aresubject to extensive federal, stateand local environmental
laws, rules and regulations, including those pertaining tocoal combustion residuals, GHG, effluent limitation guidelines and
MATS. See "Financial Condition - Environmental Matters" below for additional information on these requirements. These
and other stringent environmental requirements, combined with low energy margins for competitive generation, have led
several energy companies, including PPL, PPL Energy Supply, LKE, LG&E and KU, toannounce plans tocither temporarily
or permanently close, or place in long-term reserve status, and/or impair certain of their coal-fired generating plants during
2012 and 2013.

(PPL and PPL Energy Supply)

In September 2013, PPL Montana executed adefinitive agreement to sell to Northwestern 633 MW ofhydroelectric
generation facilities located in Montana for $900 million incash, subject to certain adjustments. In April 2014, the U.S.
Department ofJustice and Federal Trade Commission granted early termination of PPL Montana's and NorthWestern's
notifications under the Hart-Scoit-Rodino Antitrust Improvements Act of 1976. The sale remains subject to closing
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conditions, including receipt of regulatory approvals by the FERC and the Montana Public Service Commission and certain
third-party consents. The sale is not expectedto close before the second half of 2014.

PPL Energy Supply believes its competitive coal-fired generation assets in Pennsylvania arc well positioned to meet current
environmental requirements based on prior and planned investments. However, thecurrent levels of energy andcapacity
prices in PJM, as well as management's forward viewof these pricesusing its fundamental pricing models, continue to
challenge therecovcrability of PPL Energy Supply's investment in its Pennsylvania coal-fired generation assets. In the fourth
quarter of 2013, management tested the Brunner Island and Montour plants for impairment andconcluded neither was
impaired as of December 31, 2013. The recovcrability test was verysensitive to forward energy and capacityprice
assumptions, as well as forecasted operation and maintenance and capital spending. Therefore, a furtherdecline in forecasted
long-term energy or capacitypricesor changes in environmental laws requiring additional capital or operation and
maintenanceexpenditures, could negatively impact PPL Energy Supply's operations of these facilities and potentially result
in future impairment charges for some or all of the carrying value of these plants. There were no events or changes in
circumstances that indicated a recovcrability lest was required in the first quarter of 2014. However, PPL Energy Supply will
be closely monitoring the PJM capacity auction results in May 2014, which could require a recovcrability test to be
performed in the second quarter of 2014. The carrying value of the Pennsylvania coal-fired generation assets was$2.6
billion as of March 31, 2014 (S1.4 billion for Brunner Island and $ 1.2 billion for Montour).

(All Registrants)

The Registrantscannot predict the impact that future economic and market conditions and regulatory requirements may have
on their financial condition or results of operations.

(PPL)

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on the methodology to be used by all network operators to calculate the final
line loss incentives and penalties for the DPCR4, which ended in March 2010. As a result, WPD recorded an increase of $65
million to its existing liability with a reduction to "Utility" revenue on the Statement of Income. WPD's total recorded
liability at March 31, 2014 was $115 million, nearly all of which will be refunded to customers beginning April 1, 2015
through March 31, 2019. See Note 6 to the Financial Statements for additional information.

RIIO-ED1' Fast Tracking

In February 2014, WPDelected to accept the decision of Ofgemto set the real cost of equity to be used during the RIIO-EDI
period at 6.4% compared to 6.7% proposed by WPD, and remain in the fast-track process. The change in the cost of equity is
notexpected to have a significant impact on the results of operations for PPL. Also, in February 2014, Ofgem published
formal confirmation that WPD's Business Plans submitted by its four DNOs have been accepted as submitted, or "fast-
tracked," for the 8-year pricecontrol period starlingApril I, 2015. Fast tracking affords several benefits to the WPD DNOs
including the ability to collect additional revenue equivalent to 2.5% of total annual expenditure during the 8-ycar price
control period, or approximately $35 million annually, greater revenue certainty and a higher level of cost savingsretention.
See "Item I. Business - Segment Information - U.K. Regulated Segment" of PPL's2013 Form 10-K for additional
information on RIIO-EDI.

2011 Equity Units

In March2014, PPLCapital Funding remarketed $978 million of 4.32% Junior Subordinated Notesdue 2019 that were
originally issued in April 2011 as a component of PPL's 2011 Equity Units. Inconnection with the remarketing, PPLCapital
Funding retired $228 million of the4.32% Junior Subordinated Notes due 2019 and issued $350 million of 2.189% Junior
Subordinated Notes due 2017 and $400 million 3.184% of Junior Subordinated Notes due 2019. Simultaneously the newly
issued notes were exchanged for $350 million of 3.95% SeniorNotes due 2024and $400million of 5.00%Senior Notes due
2044. Additionally, on May I, 2014, PPLissued 31.7 million shares of common stock at $30.86 per share to settle the2011
Purchase Contracts. PPL received net cash proceeds of $978 million, which will be used to repayshort-term debt and for
general corporate purposes.

Kerr Dam Project Arbitration Decision and Impairment (PPL Energy Supply)

PPLMontana holds a joint operating license issued for the Kerr Dam Project. The license extends until 2035 and, between
2015 and 2025, the Confederated Salish and Kootenai Tribes of the Flathead Nation (the Tribes) have the option to purchase,
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hold and opcraie ihe Kerr Dam Project. The parties submitted the issue ofthe appropriate amount ofthe conveyance price to
arbitration in February 2013. In March 2014, the arbitration panel issued its final decision holding that the conveyance price
payable by the Tribes to PPL Montana is$18 million. As a result of the decision, PPL Energy Supply performed a
recoverabiliiy lest on the Kerr Dam Project and recorded an impairment charge of$18 million ($10 million after-lax) to
reduce the carrying amount lo its fair value of $29million. See Note 13 to the Financial Statements for additional
information.

Susquehanna Turbine Blade Inspection (PPL and PPL Energy Supply)

PPL Susquehanna continues to make modifications to address the causes of turbine blade cracking at the PPL Susquehanna
nuclear plant that was first identified in 2011. In March 2014, Unit 2 completed its planned turbine inspection outage to
replace blades. Unit 1began its planned refueling and turbine inspection outage in April 2014. Similar blade replacements
arc planned and modifications will also be implemented to reduce the likelihood of blade cracking, including the installation
of shorter last stage blades on oneof the LP turbines. PPL Susquehanna will continue to monitor blade performance and
work with the turbine manufacturer to identify and resolve the issues causing the blade cracking.

Storm Damage Expense Rider (SDER) (PPL Electric)

In its December 28, 2012 final rate case order, the PUC directed PPL Electric to file a proposed SDER. In March 2013, PPL
Electric filed its proposed SDER with the PUCand, as part of that filing, requested recovery of the 2012 qualifying storm
costs related to Hurricane Sandy. On April 3, 2014, the PUC issued a final order approving the SDER. The SDER will be
effective January 1,2015 and will initially include actual stormcostscompared to collections from December 2013 through
November 2014. As a result of the order, PPL Electric reduced its regulatory liability by $12 million related lo collections in
excess of costs incurred from January 1, 2013 to November 30, 2013 that arc not required to be refunded to customers. Also,
as partof theorder, PPL Electric can recover Hurricane Sandy storm damage costs through the SDER overa three-year
period beginning January 2015. See"Pennsylvania Activities - Storm Damage Expense Rider" in Note 6 to the Financial
Statements for additional information.

FERC Formula Rates (LKE and KU)

InSeptember 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with a subsequent true-up lo actual costs, replacing the current formula which
docs not include a true-up. KU's application proposed anauthorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014 subject to refund. In April 2014, FERC accepted a motion filed by
KU requesting a delay until mid-June of theeffectiveness of otherelements, including updated termination notice periods,
newcredit and uncollectible charge provisions. Also in April 2014, nine municipalities submitted notices of termination,
under the original notice period provisions, to cease taking power under the wholesale requirements contracts, such
terminations to be effective in 2019,except in the case of one municipality with a conditional 2017 effective date. The
parlies arecontinuing settlement negotiations. KU cannot currently predict the outcome of the proceeding or related matters.

Results of Operations

(PPL)

The discussion for PPL provides a review of results by reportable segment. The "Margins" discussion provides explanations
of non-GAAP financial measures (Kentucky Gross Margins, Pennsylvania Gross Delivery Margins and Unregulated Gross
Energy Margins) and a reconciliation of non-GAAP financial measures to"Operating Income." The "Statement of Income
Analysis" discussion addresses significant changes in principal line items on PPL's Statements of Income, comparing the
three months ended March 31, 2014 with2013. "Segment Earnings, Margins and Statement of Income Analysis" is
presented separately for PPL.

Tables analyzing changes in amounts between periods within "Segment Earnings" 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 ofthe
change in the exchange rate on the item being explained. Results computed on a constant U.K. foreign currency exchange
rate basis arccalculated by translating current year results at the prioryear weighted-average U.K. foreign currency exchange
rate.
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(Subsidiary Registrants)

The discussion for eachof PPLEnergy Supply, PPLElectric, LKE, LG&E and KU provides a summary of earnings. The
"Margins" discussion includes a reconciliation of non-GAAP financial measures to"Operating Income" and "Statement of
Income Analysis" addresses significant changes in principal line items on the Statements of Income comparing the three
monthsended March 31, 2014 with 2013. "Earnings, Margins and Statement of Income Analysis" are presented separately
for PPL Energy Supply, PPL Electric, LKE, LG&E and KU.

(Ail Registrants)

The results for interim periodscan 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.

PPL Segment Earnings, Margins and Statement of Income Analysis

Segment Earnings

U.K. Regulated Segment

The U.K. Regulated segmentconsistsof PPL Global which primarily includes WPD's regulated electricity distribution
operations and certaincosts, such as U.S. income taxes, administrative costs and allocated financing costs. The U.K.
Regulated segment represents 65% of Net Income Attributable to PPLSharcowncrs for the three months ended March 31,
2014 and 34% of PPL's assets at March 31, 2014.

Net Income Attributable to PPL Shareowners for the periods ended March 31 includes the following results:

Utility revenues
Energy-related businesses

Total operating revenues
Other operation and maintenance
Depreciation
Taxes, other than income

Energy-related businesses
Total operating expenses

Other Income (Expense) • net
Interest Expense
Income Taxes

Net Income Aiiribuiabic to PPL Shareowners

Three Months

2014 2013 % Change

S 637 S 638

n 10 10

648 648

108 117 (8)
83 74 12

38 37 3

7 7

236 l.l.S

(24) 120 020)

122 107 14

60 113 (47)

S 206 $ 313 (34)

The changes in the results of the U.K. Regulated segment betweenthese periods were due to the factors set forth below,
which reflect certain items that management considers special and effects of foreign currency exchange on separate lines
within the table and not in their respective Statement of Incomeline items. See below for additional detail of the special
items.

U.K.

Utility revenues
Other operation and maintenance
Depreciation
Interest expense
Other

Income taxes

U.S.

Interest expense and other
Income taxes

Foreign currency exchange, after-tax
Special items, after-tax
Total
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U.K.

• Higher uiiliiy revenues were primarily due lo a$68 million impact from ihe April I, 2013 price increase, partially offset
by $24 million of lower volume due primarily to weather.

• Lower other operation and maintenance was primarily due lo$9 million of lower pension expense and $6million of lower
engineering management expense, partially offset by $9 million of higher network maintenance expense.

• Higher depreciation expense was primarily due to PP&E additions.

The following after-tax gains (losses), which management considers special items, also impacted the U.K. Regulated
segment's results during the periods ended March 31.

Foreigncurrcncy-relaied economic licdgcs, net of tax of S3. ($42) (a)
WPD Midlands acquisilion-relaicd adJustnK;n[.<>:

Separation benefits, net of tax of SO, SI
Other acquisition-related adjustiiKnis. net of tax of SO. SO

Other:

Change in WPD line lossaccnial. netof tax of SI.3. SO (b)
Total

Income SiatcnKnl

Une Item

Other Income (Expense) • net

Other operation and maintenance
Other operation and maintenance

Utility

Three Months

2014 2013

(6) S

(.*52)

m S

(a) Represents unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings.
(b) InMarch 2014. Ofgcm is,sued itsfinal decision onthe DPCR4 line loss incentives and penalties mechanism. As a result. WPD increased itsexisting

liability byS65 million forover-recovery of linelosses. SecNote 6 to the Rnancial Statements foradditional information.

Kentucky Regulated Segment

The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution
operations ofLG&E and KU, aswell as LG&E's regulated distribution and sale of natural gas in Kentucky. In addition,
certain financing costs are allocated lo the Kentucky Regulated segment. The Kentucky Regulated segment represents 34%
of Net Income Attributable to PPL Sharcowners for the three months ended March 31, 2014 and 25% of PPL's assets at
March 31, 2014.

Net Income Attributable to PPL Sharcowners for the periods ended March 31 includes the following results:

Three Months

Utility revenues
Fuel

Energy purchases
Other operation and maintenance
[>;preciation
Taxes, other than income

Total operating expenses
Other Income (Expense) - net
Interest Expense
Income Taxes

Net Income Attributable to PPL Sharcowners

2014 2013 % Chance

S 934 $ 800 17

277 231 20

124 86 44

206 197 5

86 82 5

13 12 8

706 60S 16

(2) (2)
55 55

64 50 28

S 107 S 85 26

The changes in the results ofthe Kentucky Regulated segment between these periods were due to the factors set forth below,
which reflect amounts classified as Kentucky Gross Margins and a certain item that management considers special on
separate lines within the table and not in their respective Statement of Income line items.
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Three Months

Kentucky Cross Margins S
Other operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) - net
Income Taxes

Special item - EEI adjustments, after-tax
Total

• See "Margins - Changes in Non-GAAP Financial Measures" for an cxplanalion of Kentucky Gross Margins.

• Higher other operation and niainienance primarily due to $5 million of higher costs due to the timing and scope of
scheduled coal plant maintenance outages and $5 million of higher storm expenses.

• Higher income taxes primarily due to higher pre-tax income.

• During the three months ended March 31, 2013, the Kentucky Regulated segment classified an after-tax gain related to its
EEI investment that was recorded in "Other Income (Expense) - net" on the Siatemeni of Income as a special item.

Pennsylvania Regulated Segment

The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL
Electric. In addition, certain financing costs arc allocated to the Pennsylvania Regulated segment. The Pennsylvania
Regulated segment represents 27% of Net Income Attributable to PPL Shareowncrs for the three months ended March 31,
2014 and 15% of PPL's assets at March 31, 2014.

Net Income Attributable to PPL Shareowncrs for the periods ended March 31 includes the following results:

Three Months

50

(11)

(2)

(I)
1

(14)

(i)
22

2014 2013 % Chunce

Utility revenues S 592 S 513 15

Energy purchases
External 189 172 10

Intersegment 27 14 93

Other operation and maintenance 134 133 1

Depreciation 45 43 5

Taxes, other than income 32 30 7

Total operating expenses 427 392 9

Other IncoiiK (Expense) - net 2 1 100

Interest Expense 29 25 16

Income Taxes 53 33 61

Net Income Attributable to PPL Shareowncrs S 85 $ 64 33

The changes in the components of the Pennsylvania Regulated segment's results between these periods were due to the
factors set forth below, which reflect amounts classified as Pennsylvania Cross Delivery Margins on a separate line and not
in their respective Statement of Income line items.

Three Months

Pennsylvania Cross Delivery Margins S 45

Depreciation (2)

Interest Expense (4)
Other 1

Income Taxes (19)

Total $ 21

• See "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Pennsylvania Gross Delivery Margins.

• Higher interest expense due to a debt issuance in July 2013.

• Higher income taxes primarily due to higher pre-tax income.
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Supply Segment

The Supply segmcni primarily consists of PPL Energy Supply's wholesale, retail, marketing and trading activities, as well as
its competitive generation operations. In addition, certain financing and other costs are allocated to the Supply segment. The
Supply segment represents negative 24% of Net Income Attributable to PPL Shareowners for the three months ended
March 31, 2014 and 26% of PPL's assets at March 31, 2014.

Net Income Attributable to PPL Shareowners for the periods ended March 31 includes the following results:

Energy revenues
External (a) (b)
Intcrsegntcni

Energy-related businesses
Total o|x:raiing revenues

Fuel(a)
Energy purcha.scs (a) (c)
Other operation and maintenance
Depreciation
Taxes, other than income

Energy-related businesses
Total operating expenses

Other Income (Expense) - net
Interest Expcn,se
Income Taxes

Net Income Attributable to PPL Shareowners

Three Months

2014 2013 % Change

S (1.078) $ 381 (383)

27 14 93

\25 113 It

(926) 508 (282)

482 298 62

(1.804) (199) 807

258 235 10

80 78 3

21 17 24

124 no 13

(839) 539 (2.56)

6 4 50

48 60 (20)
(54) (41) 32

S (75) S (46) 63

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

(b) 2014 includes significant realixed and unrealized losses on physical and financial commotlity .sales contracts due to the unusually cold weather.
(c) 2014 includes significant realized and unrealized gains on physical and financial commodity purchase contracts dueto theunusually coldweather.

Thechanges in ihc rcsulls of the Supply segment between these periods were due to the factors set forth below, which reflect
amounts classified as Unregulated Gross Energy Marginsand certain items that management considersspecial on separate
lines within the tableand not in their respective Statement of Income line items. See below for additional detail of the special
items.

Unrcgulaicd Gross Energy Margins
Olhcr operation and nuintcnancc
I>:preciation
Interest Ex|)cn<;c
Income Taxes

Special items, after-tax
Total

Three Months

S 7

(3)
(2)
12

(II)
(^

S (29)

• See "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Unregulated Gross Energy Margins.

• Lower interest expense primarily due to the retirement of debt in December 2013.

• Higher income taxes primarily due to higher pre-tax income.

The following after-tax gains (losses), which management considers special items, also impacted the Supply segment's results
during the periods ended March 31.

Three MonthsIncome Statement

Line Item 2014 2013

Adjusted energy-related economic activity, net.netof taxof S95.S79
Kcrr Dam Project ImpairnKnt. net of lax of S8. SO(b)
Total

(a)
Other operation and maintenance

(139) $
(10)

(149) S

(a) Rcpre.scnts unrealized gains (losses), after-tax. on economic activity. See "Commodity Price Risk (Non-trading) • l^conomic Activity" inNote 14 to
the Financial Statements for additional information. Amounts have been adjusted for option premiums ofS2 million and$1 million.
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(b) See Nole 1310 ihe Financial Siaicmenis for addilional informaiion.

Margins

Non-GAAP Financial Measures

Managcmcnl utilizes the following non-GAAP financial measures as indicators of performance for its businesses.

• "Kentucky Gross Margins" is a single financial performance measure of the Kentucky Regulated segment's, LKE's,
LG&E's and KU'selectricity generation, transmission and distribution operations as well as LKE's and LG&E's
distribution and sale of natural gas. In calculating this measure, fuel, energy purchases and certain variable costs of
production (recorded as "Otheroperation and maintenance" on the Statements of Income) are deducted from revenues. In
addition, certain otherexpenses, recorded as "Otheroperation and maintenance" and "Depreciation" on the Statements of
Income, associated with approved cost recovery mechanisms are offset against the recovery of those expenses, which are
included in revenues. These mechanisms allow for direct recovery of these expenses and, in some cases, returns on
capital investments and performance incentives. As a result, this measure represents the net revenues from the electricity
and gas operations.

• "Pennsylvania Gross Delivery Margins" is a single financial performance measure of the Pennsylvania Regulated
segment's and PPL Electric's electricity 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, arc 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 arc reflected in "PLR intersegment utility revenue (expense)" in the reconciliation
table below (in "Energy purchases from affiliate" in PPL Electric's reconciliation table). As a result, this measure
represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity delivery operations.

• "Unregulated Gross Energy Margins" is a single financial performance measure of the Supply segment's and PPL Energy
Supply's competitive energy activities, which are managed on a geographic basis. In calculating this measure, energy
revenues, including operating revenues associated with certain businesses 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, recorded in "Taxes, other than income," and operating expenses associated with certain businesses classified
as discontinued operations. This performance measure is relevant 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 cither "Unregulated wholesale
energy", "Unregulated retail energy" 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 reconciliation table below (in "Unregulated wholesale energy to affiliate" in PPL Energy
Supply's reconciliation table). "Unregulated Gross Energy Margins" excludes 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 the
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 inputand output commodities (e.g., fuel and power) prior to the
delivery period that was hedged. Adjusted energy-related economic activity includes the ineffective portion of qualifying
cash flow hedgesand premium amortization associated withoptions. This economic activity is deferredand included in
"Unregulated Gross Energy Margins" over the delivery period that was hedged or upon realization.

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP, as an
indicator of overall operating performance. Other companies may use different measures to analyze and report their results
of their operations. Management believes these measures provide additional useful criteria to make investment decisions.
These performance measures arc used, inconjunction withother informaiion, by senior management and PPL'sBoard of
Directors to manage the operations, analyze actual results compared withbudget and, in certaincases, to measure certain
corporate financial goals used to determine variable compensation.

Reconciliation of Non-GAAP Financial Measures

The following tablecontains the components from the Statement of Income that are included in the non-GAAP financial
measures and a reconciliation to PPL's "Operating Income" for the periods ended March 31.
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2014 Three Months 2013 Three Months

Unregulated Unregulated

Kentucky FA 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 S 9.34 S 592 $ 636 (c) S 2.162 S 800 $ 513 $ 637 (c) $ 1.9.50

PLR intersegment utility
revenue (expense) (d) (27) S 27 (14) $ 14

Unregulated wholesale energy (6.37) (792) (e) (1.429) 966 (823) (e) 143

Unregulated retail energy .378 (29) (e) 349 246 (9)(e) 2.37

Energy-related businesses 141 141 127 127

Total Operating Revenues 9.34 565 (2.32) (44) 1.223 800 499 1.226 (68) 2.457

Operating Expenses
Fuel 277 481 7.58 231 297 1 (c) 529

Energy purchases 124 189 (1.219) (588)(e) (1.494) 86 172 437 (638)(e) 57

Other operation and
maintenance 2.3 25 7 642 697 25 22 5 624 676

Depreciation 2 .303 305 284 284

Taxes, other than income 29 1.3 62 104 28 8 60 96

Energy-related businesses T 1.36 1.38 2 120 122

Total Operating Expenses 426 24.3 (716) 555 508 .342 222 749 451 1.764

Total S 508 $ 322 S 484 $ (599) S 715 S 458 S 277 S 477 S (519) $ 693

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.
(c) Primarily represents WPD's utility revenue.
(d) Primarilyrelated to PLRsupply sold by PPL EnergyPlus to PPL Electric.
(e) Includes energy-related economic activity, which is subject to fluctuations in value due to market price volatility. See "Commodity Price Risk (Non-

trading) • liconomic Activity" in Note 14 to the Financial Statements.

Changes in Non-GAAP Financial Measures

The following lablcshows the non-GAAP financial measures by PPL's rcporiabie segment and bycomponent, as applicable,
for the periods ended March 31 as well as the change between periods. The factors that gave rise to the changes are
described following the lablc.

Kentucky Regulated
Kentucky Cross Margins

LG&E

KU

LKE

Pennsylvania Regulated
Pennsylvania Gross Delivery Margins

Dislrihulion

Transmission

Total

Supply
Unregulated Gross Etwrgy Margins

Eastern U.S.

Wcstem U.S.

Total

Three Months

2014 2013 Change

S 226 $ 202 S 24

282 256 26

S 508 S 458 s 50

s 249 S 224 s 25

73 5.3 20

s 322 s 277 s 45

s 435 s 420 s 15

49 57 (8)

s 484 s 477 s 7

Kentucky Gross Margins

Kentucky Cross Margins increased primarily due to higher volumes of $20 million ($5 million at LG&E and $15 million at
KU), returns from additional environmental capital investments of $13 million ($5 million at LG&E and $8 million at KU),
higher demand revenue of $8 million ($4 million at both LG&E and KU) and higher off-system sales at LG&E of $7 million.
The change in volumes was primarily attributable to unusually cold weather conditions.
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Pennsylvania Gross Delivery Margins

Distribution

Disiribution margins increased primarily due to a $12 million favorable effect of unusually cold weather in 2014anda $12
million effect due to a change in estimateof a regulatory liability. See "Pennsylvania Activities - Storm Damage Expense
Rider" in Note 6 to the Financial Statements for additional information.

Transntission

Transmission margins increased primarily due to increased investment in plantand the recovery of additional costs through
the FERC formula-based rates.

Unregulated Gross Energy Margins

Eastern U.S.

During the first quarter of 2014, the PJM region experienced unusually cold weather conditions, higher demand and
congestion patterns that increased natural gas and electricity prices in spot and near-term forward markets. Due to these
market conditions, PPL Energy Supply captured opportunities on unhedged generation, which were primarily offset by under
hedged full-requirement sales contracts and retail electric. TTie net benefit of $38 million due to the aforementioned weather
and related market dynamics along with $74 million of higher capacity prices was offset by $82 million from lower hedge
prices on baseload energy and $32 million driven by lower output from PPL Susquehanna due to the timing of outages.

Western U.S.

Western margins decrea.sed primarily due to lower availability of coal and hydroelectric units.

Statement of Income Analysis —

Utility Revenues

The increase (decrease) in utility revenues for the period ended March 31, 2014 compared with 2013 was due to:

Three Month.s

Domestic:

PPLKlectric (a) S 79

LKE(b) 134

Total l>)mestic 213

U.K.:

Price (c) 68

Foreign currency exchange rates 26

Volume (d) (24)

Line loss accrual adjustntents (c) (65)

Other (6)

Total U.K. (1)

Total S 212

(a) See "Pennsylvania Gross Delivery Margins" for further infomiaiion.
(b) See "Kentucky Gross Margins" for further information.
(c) Due to price increases effective April 1,2013.
(d) The decrease was primarily due to the unfavorable effect of weather.
(e) Adjustments in 2014 based on Ofgeni's finaldecision on the DPCR4tine loss incentivesand penalties.

Certain Operating Revenues and Expenses included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the period ended March 31, 2014
compared with 2013 are included above within "Margins" and are not discussed separately.
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Three Months

Unregulated wholesale energy (a) S (1.572)
Unregulated retail energy ' ^̂
Fuel 229
Energy purchases (b) ^^

(a) 2014 includes significant realized and unrealized losses onphysical and financial commodity sales contracts due tothe unusually cold weather.
(b) 2014 includes significant realized and unrealized gains onphysical and financial commodity purchase contracts due tothe unusually cold weather.

Other Operation and Maintenance

The increase (decrease) in otheroperation and maintenance for the period ended March 31, 2014 compared with 2013 was
due to:

Three Months

l>3mestic:

PPL Energy Supply fossil and hydroelectric plants (a) 5 20
PPL Electric PlJC-rcponable storms 9
PPL Susciuehanna 2
LKE coal plants ^
LKE storm expenses ^
LKE adjustments to regulatory assets and liabilities (4)
PPL Electric Act 129

Other (8)
U.K.:

Network maintenance (b) 9
Foreign currency exchange rates ^
Pension (9)
Engineering management (6)
Separation benefits
Other (£)

Total S 21

(a) During 2014. PPL Montana determined the Kerr Dam Project was impaired and recorded a charge of$18 million. SeeNote 13 to the Financial
Statements for additional information.

(b) Theincrease was primarily due to vegetation management and fault repair dueto increased 2014 storm activity.

Depreciation

The increase (decrease) in depreciaiion for the period ended March 31, 2014 compared with2013 wasdue to:

Three Months

Additions lo PP&E. nei $ 18

Olher 3

Total S 21

Taxes, Other Than Income

Taxes, other than income increased by $8 million for the three months ended March 31, 2014 compared with 2013, primarily
due to higher Pennsylvania gross receipts tax expense asa result of an increase in retail electric revenues. This tax is
included in "Unregulated Gross Energy Margins" and "Pennsylvania Gross Delivery Margins."

Other Income (Expense) - net

The$145 million decrease in other income (expense) - net for the three months ended March 31,2014compared with 2013
was primarily due to an increase of $143 million from realized and unrealized losses on foreign currency contracts to
economically hedge GBP denominated earnings from WPD.

Sec Note 12 to the Financial Statements for additional information.
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Interest Expense

The increase (decrease) in interest expense for the periodended March 31, 2014 compared with2013 wasdue to:

Three Months

L^ss on extinguishment of debt (a)
Capitalized interest (b)
Other

Total

s 9

5

(1)

S 13

(a) InMarch 2014. PPL Capital Funding remarketed andcxchangcd juniorsubordinated notes thatwere originally issued in April 2011 as a component of
PPL's2011 Equity Units. See Note7 to the Rnancial Statements for additional information.

(b) includes interest on the debt component of AFUDC.

Income Taxes

The increase (decrease) in income laxcs for ihe period ended March 31, 2014 compared with 2013 was due lo:

Change in pre-tax inconte at current period tax rates
Federal income tax credits, excluding foreign tax credit
U.S. inconK tax on foreign earnings net of foreign tax credit
Other

Total

Three Months

S (-")
3

9

6

S (39)

See Note 5 to the Financial Staiemenls for additional information.

PPL Energy Supply: Earnings, Margins and Statement of Income Analysis

Earnings

Three Month.s Ended

March 31,

2014 2013

Net Income (Loss) Attributableto PPL EnergySupply Member S (66) S (38)
Special items, gains(losses), after-tax (149) (117)

Excluding special items, pre-tax earnings for the three-month period in 2014 compared with2013 were relatively Oat,
primarily due lo highercapacityprices, net benefitsfrom unusually cold weather and lower interest expense, offset by lower
baseload energy prices and the liming of a planned outage at the Susquehanna nuclear power plant.

The table below quantifies the changes in the components of Net Income (Loss) Attributable to PPL Energy -Supply Member
between these periods, which reflect amounts classified as Unregulated Gross Energy Margins and certain items that
management considersspecial on separate lines within the table and not in their respective Statement of Income line items.
Sec PPL's "Results of Operations - Segment Earnings - Supply Segment" for the details of special items.

Three Months

Unregulated Gross Energy Margins S 7
Otheroperation and maintenance (3)
Depreciation (2)
Interest Expense '2
IncomeTaxes (10)
Special items, after-tax (32)
Total S (28)

Margins

"Unregulated Gross Energy Margins" is a non-GAAP financial performance measure that management utilizes as an
indicator of the performance of its business. Sec PPL's "Resultsof Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of thechanges between periods.
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The following table contains the components from the Statements ofIncome that arc included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periodsended March 31.

Operating Revenues
Unrcgulaied wholesale energy
Unrcgulaied wholesale energy
(0 affiliaie

Unregulated retail energy
Energy-related businesses

Total Operating Revenues

Operating Expenses
Fuel

Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income
Energy-related businesses

Total Operating Expenses
Total

2013 Three Months2014 Three Months

Unregulatc^d
Gross Energy

Murgircs

Operating
Other (a) Income (b)

Unregulated
Gross Energy

Margins Other(a)

Operating
Income (h)

S (637) S (792) (c) S (1.429) S 966 $ (823) (c) $ 143

27 27 14 14

378 (27) (c) 351 246 (8) (c) 238

125 125 113 113

(232) (694) (926) 1.226 (718) 508

481 1 (0 482 297 1 (c) 298

(1.219) (585) (c) (1.804) 437 (636) (c) (199)

7 251 258 5 230 235

80 80 78 78

13 8 21 8 9 17

7 122 124 2 108 no

(716) (123) (839) 749 (210) 539

S 484 S (571) S (87) S 477 S (508) S (31)

(a) Represents amountsexcluded from Margins.
(b) As reponed on the Statements of Income.
(c) Includes energy-related economic activity, which issubject tofluctuations in value due tomarket price volatility. Sec "Commodity Price Risk (Non-

trading) - EconomicActivity" within Note 14 to the Financial Statements.

Statement of Income Analysis --

Certain Operating Revenues and Expenses Included in "Unregulated Gross Energy Margins"

The following Statement of Income line items and their related increase (decrease) during the period ended March 31, 2014
compared with 2013 are included above within "Unregulated Gross Energy Margins" and arc not discussed separately.

Unregulated wholesale energy (a)
Unregulated wholesaleenergy to afrdiale
Unregulated retail energy
Fuel

Energy purchases (b)

Three Months

S 0.512)
13

113

184

(1.605)

(a) 2014 includes significant realized and unrealized losses on physical and financial commodity sales contracts due to the unusually cold weather.
(b) 2014 includes significant realized and unrealized gains on physical and financial commodity purchase contracts due to the unusually cold weather.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the period ended March 31, 2014 compared with 2013 was
due to:

Fossil and hydroelectric plants (a)
PPL Susquehanna
Other

Total

Three Months

S 20

7

(4)

s 23

(a) During 2014. PPL Montana determined the Kerr Dam was impaired and recorded acharge of$18 million. See Note 13 for further information.

Taxes, Other Than Income

Taxes, other than income increased by $4 million for the three months ended March 31, 2014 compared with 2013, primarily
due to higher Pennsylvania gross receipts tax expense as a result ofan increase in retail electric revenues. This tax is
included in "Unregulated Gross Energy Margins."
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Interest Expense

The increase (decrease) in interest expense for the period ended March 31, 2014 compared with2013 wasdue lo:

Three Months

Long-ienn debt interest expense (a) S (•'')
Other L
Total S (12)

(a) The decrease was due to debt maturities in July and December 2013.

Income Taxes

The increase (decrease) in income taxes for the period ended March 31, 2014 compared with 2013 was due to:

Change in pre-tax income at current period tax rates
Federal inconw tax credits

Other

Total

See Note 5 to the Financial Statements for additional information.

PPL Electric: Earnings, Margins and Statement of Income Analysis

Earnings

Three Months

s (18)
-)

2

s (14)

Three Months Ended

March 31,
2014 2013

Net Income S 85 S 64

Pre-tax earnings for the three-month period in 2014 compared with 2013 increased primarily due to higher transmission
margins from additional capital investments, higher distribution marginsdue to unusually cold weather, and a benefit from a
change in estimate of a regulatory liability.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Pennsylvania Gross Delivery Margins on a separate line within the table and not in their respective Statement of
Income line items.

Three Months

Pennsylvania Gross Deliver)* Margins S 45
Depreciation (2)
Interest Expense (4)
Other I

Income Taxes (19)
Total

Margins

"Pennsylvania Gross Delivery Margins" is a non-GAAP financial performance measure that management utilizes as an
indicator of the performance of its business. See PPL's "Results of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes betweenperiods.

The following tablecontains the components from the Statements of Income that arc included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended March 31.
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Operating Revenues

Operating Expenses
Energy purchases
Energy purchases from afTiliaie
Olher operation and maintenance
l>:preciation
Taxes, other than income

Total 0|)cr:iiing Expenses
Total

2014 Three Months 2013 Three Months

PA Gross

Deliver)'
Mantins Other(a)

Operating
Income (h)

PA Gross

Deliver)'
Margins Other (a)

Operating
Income (b)

S .*>92 S .592 S 513 S 513

189 189 172 172

27 27 14 14

25 S 109 134 22 $ 111 133

45 45 43 43

29 3 32 28 2 30

270 1.57 427 236 1.56 392

$ 322 S (157) S 165

II

(156) S 121

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included In "Pennsylvania Gross Delivery Margins"

The following Statcmcni oflncome line items and their related increase (decrease) during the period ended March 31,2014
compared with2013 arc included above within "Pennsylvania Gross Delivery Margins" and are not discussed separately.

Three Months

Operating revenues S 79
Energy purchases ' 7
Energy purchases from affiliate 13

Other Operation and Maintenance

The increase (decrease) in olher operation and maintenance for the period ended March 3!, 2014 compared with 2013 was
due to:

Three Months

PUC-reponable storms S 9
Vegetation management 3
Act 129 ('I)
Payroll-related costs (3)
Other (£)
Total S I

Interest Expense

Interest expense increased by $4 million for the three months ended March 31, 2014, compared with 2013, primarily due toa
debt issuance in July 2013.

Income Taxes

The increase (decrease) in income taxes for the period ended March 31, 2014 compared with 2013 was due to:

Change in pre-tax incomeat current period tax rates
Other

Total

Sec Note 5 to the Financial Statements for additional information.
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LKE: Earnings, Margins and Statement of Income Analysis

Earnings

Net Income

Special Items, gains (losses), after-tax

Three Months Ended

March 31,

2014 2013

11.5 S 96

I

Excludingspecial items, earnings for the threc-monlh period in 2014 compared wiih 2013 increased primarily due to higher
volumes, returns from additional environmental capital investments, demand revenue and off-system sales. The change in
volumes was primarily attributable to unusually cold weather conditions.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins and a certain item that management considers special on separate lines within the table and not in their
respective Statement of Income line items. See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated
segment" for details of the special item.

Three Months

S 50

(11)
(2)

(1)
I

(5)
(12)

(I)
S 19

Margins $
Other operation and maintenance
Depreciation
Taxes, other than income

Other Income (Expense) • net
Interest Expense
Income Taxes

Special item• EEI adjustments, after-tax
Total S

Margins

"Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. Sec PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, LKE's Margins are referred to as
"Kentucky Gross Margins."

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended March 31.

20t4 Three Months 20t3 Three Months

Operating Operating
Margins Other (a) Income (b) Margins Other(a) Income (b)

Operating Revenues S 934 S 934 $ 800 S 800

Operating Expenses
Fuel 277 277 231 231

Energy purcha.scs 124 124 86 86

Other operation and maintenance 23 $ 183 206 25 S 172 197

Depreciation 2 84 86 82 82

Taxes, other than inconK 13 13 12 12

Total Operating Expenses 426 280 706 342 266 608

Total S 508 $ (280) S 228 S 458 $ (266) S 192

(a) Represents amounts excluded from Margins.
(b) As reponed on the SiaienKnis of Income.

Statement of income Analysis —

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the period ended March 31, 2014
compared with 2013 arc included above within "Margins" and arc not discussed separately.
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Three Months

Operaling Revenues S 134
Fuel ^
Energy purchases

Other Operation and Maintenance

The increase (decrease) inotheroperation and maintenance expense for the period ended March 31,2014compared with
2013 was due to:

Coal plants
Stonn expenses
Adjustments to regulatory assets and liabilities
Bad debt expense

Total

Three Months

s 5

5

(4)
3

s 9

Interest Expense

The increase (decrease) in interest expense for the period ended March 31, 2014, compared with 2013, was due to:

Three Months

Issuance of $500 million First Mortgage Bonds during the fourth quarter of 2013
Other

Total

Income Taxes

Income taxes increased by $12 million for the three months ended March 31, 2014 compared with 2013 primarily due to
higher pre-tax income.

See Note 5 to the Financial Statements for additional information.

LG&E: Earnings, Margins and Statement of Income Analysis

Earnings

Three Months Ended

March 31,
2014 2013

S 6

(1)

s 5

Net Income S 52 S 44

Earnings for the three-month period in2014compared with 2013 increased primarily due to higher volumes, returns from
additional environmenial capital investments, demand revenue and off-system sales. The change in volumes was primarily
attributable to unusually cold weather conditions.

The table below quantifies the changes in the components of Net Income between these periods, which reflectamounts
classified as Margins on a separate line within the tableand not in their respective Siaicmeni of Income line items.

Three Month.s

Margins S 24
Oiheroperadon and maintenance ' O)
Depreciation (')
Other Income (Expense) • net (')
Interest Expense (2)
Income Taxes W
Total S 8
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Margins

"Margins" isa non-GAAP financial performance measure lhai managemcni utilizes asan indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying driversof the changes between periods. Within PPL'sdiscussion, LG&E's Margins are included in
"Kentucky Gross Margins."

The following tablescontain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended March 31.

2014 Three Month.s 2013 Three Months

Operating Operating
Margins Other(u) Income (h) Margins Other(a) Income (b)

Operating Revenues S 479 S 479 $ 390 S 390

Operating Expenses
Fuel 117 117 96 96

Energy purchases, including affiliate 124 124 81 81

Other operation and maintenance II S 87 98 11 S 80 91

Depreciation 1 37 38 36 36

Taxes, other than income 6 6 6 6

Total Operating Expenses 2.S.3 1.30 383 188 122 310

Total S 226 S (130) S 96 S 202 S (122) S 80

(a) Represents amounts excluded from Margins.
(b) As reported on the SiaiemenLs of Inconte.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included In "Margins"

The following Statement of Income line items and their related increase (decrease) during the period ended March 31, 2014
compared with 2013 are included above within "Margins" and are not discussed separately.

Three Months

Retail and wholesale S 73

Electric revenue from affiliate 16
Fuel 21
Energypurchases 38
Energypurchases from affiliate 5

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the period ended March 31, 2014 compared with
2013 was due to:

Three Month.s

Coal plants S 2
Stormexpenses 4
Other L
Total S 7

Income Taxes

Income taxes increased by $5 million for the three months ended March 31, 2014 compared with 2013 primarily due to
higher pre-tax income.

See Note 5 to the Financial Statements for additional information.
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KU: Earnings, Margins and Statement of Income Analysis

Earnings

Three Months Ended

March 31,
2014 2013

Net InconK 5 77 S 64
Special items, gains (losses), after-tax I

Excluding special iicms, earnings for the three-month period in 2014compared with 2013 increased primarily due to higher
volumes, returns from additional environmental capital investments and demand revenue. The change in volumes was
primarily attributable to unusually cold weather conditions.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins and a certain itemthat management considers special on separate lines within the tableand not in their
respective Statemenl of Income line items. See PPL's"Resultsof Operations - Segment Earnings - Kentucky Regulated
segment" for details of the special item.

Three Months

Margins S 26
Other operation ami maintenance
Ocpreciaiion
Taxes, other than income
Other Income (Expense) - net
InteiTJSi Expense
Income Taxes

Special item • EEI adjustments, after-tax
Total S

Margins

"Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's"Results of Operations - Margins" for an explanation of why management believes this measure is useful
and theunderlying drivers of thechanges between periods. Within PPL's discussion, KU's Margins are included in
"Kentucky Gross Margins."

The following tablescontain the components from the Statements of Income that arc included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended March 31.

2014 Three Months 2013 Three Months

Operating Revenues
Operating Expenses

Fuel

Energy purchases, including affiliate
Other operation and nuinienancc
Depreciation
Taxes, other than income

Total Operating Expenses
Total

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)

S 498 S 498 S 432 S 432

160 160 \75 135

43 43 27 27

12 S 86 98 14 $ 83 97

1 47 48 46 46

7 7 6 6

216 140 7,56 176 311

n
cc

$ (140) S 142 S 2.S6 $ (135) S 121

(a) Represents amounts excluded from Margins.
(b) As reported on the StatcnKnts of Income.

Statement of Income Analysis ••

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the period ended March 31,2014
compared with 2013are included above within "Margins" and are notdiscussed separately.
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Three Months

Reiail and wholesale S 61
Eleciric revenue from afTiliaic 5
Fuel 25
Energy purchases from affiliate 16

Income Taxes

Income laxcs increased by $7 million for the three months ended March 31, 2014 compared with 2013 primarily due to
higher pre-tax income.

See Note 5 to the Financial Statements for additional information.

Financial Condition

The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable,
for all Registrants.

Liquidity and Capital Resources

(All Registrants)

The Registrants had the following at:
PPL

PPL (a) EnergySupply PPL Electric LKE IvG&E KU
March 31. 2014

Cash and cash equivalents S 1.256 $ 441 $ 42 S .10 S 9 $ 21
Notes receivable from affiliates 4

Short-term debt 1,.579 970 60 200 15 110

December II. 2013

Cash and cash equivalents S 1.102 S 239 S 25 S 35 $ 8 S 21
Notes receivable from affiliates 150 70
Short-term debt 701 20 245 20 150

(a) At March 31, 2014, S688 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends. PPL may
besubject to additional U.S. taxes, netof allowable foreign tax crcdiLs. Historically, dividends paidby foreign subsidiaries havebeenlimited to
distributions of the current year's earnings. Sec Note5 to the Financial Statements in PPL's2013 Fonn lO-K for additional information on
undistributed earnings of WPD.

Ncl cash provided by (used in) operating, investing and financing activities for the three-month periods ended March 31, and
the changes between periods were as follows.

PPI. Energy
PPL Supply PPL Eleciric LKE LG&E KU

2014

Operating activities S 931 S 276 $ (4) S 309 S 148 S 191
Investing activities (1.183) (389) (42) (205) (115) (154)
Rnancing activities 392 315 63 (109) (32) (37)

2013

Operating activities S 244 S 125 S (77) S 85 $ 85 S 85
Investing activities (899) (195) (192) (267) (94) (172)
Financing activities 621 (196) 160 191 21 82

Change • Ca.sh Provided (Used):
Operating activities S 687 S 151 S 73 S 224 S 63 S 106
Investing activities (284) (194) 150 62 (21) 18
Rnancing activities (229) 511 (97) (300) (53) (119)

Operating Activities

The components of ihcchange in cash provided by (used in) operatingactivities for the three months ended March31, 2014
compared with 2013 were as follows.
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Change • Cash Provided (Used):
Nel income

Non-cash components
Working capital
Defined benefit funding
Other operating activities

Total

PPL

PPL Energy
Supply PPL Electric LKE LG&E KU

s (97) S (28) $ 2! S 19 $ 8 S 13

92 (69) (34) 2i (7) (10)

299 146 8 .*59 28 31

294 15 69 116 34 .17

99 27 9 9 1.1

$ 687 $ \5\ S 73 S 224 S 63 S 106

(PPL)

PPL's changes in non-cash components of nel income included non-cash hedging losses of $143 million anda $65 million
charge in 2014 to adjust WPD's line loss accrual. These non-cash charges were partially offset by$106 million of deferred
income lax benefits. The increase in cash from changes in components of working capital was primarily due to an increase of
$231 million in accounts payable (partially due to increases in powerswap payables); along with positivechanges totaling
$154 million in counterparty collateral, fuel, material and supplies, and prepayments. These positive impacts on cash were
partially offset by an increase of $170 million in unbilled revenue (primarily related to increases in power swap sales).

(PPL Energy Supply)

PPL Energy Supply's changes in non-cash components of nel income included $100million of deferred income tax benefits.
The increase in cash from changes in components of working capital was primarily due to an increase of $247 million in
accounts payable (partially due to increases in powerswap payables) and a reduction of $66 million in returnsof counterparty
collateral, partially offset by increases of $215 million in unbilled revenue (primarily related to increases in power swap
sales).

(PPL Electric)

PPL Eleciric's changes in non-cash components of net income included $20 million of deferred income tax benefits. The
small increase in cash from changes in components of working capital was primarily due to an increase of $56 million in
accounts payable, partially offset by an increase of $33 million in prepayments and a decreaseof $24 million in taxes
payable.

(LKE)

LKE's non-cash components of net income included a $29 million increase in deferred income taxes primarily due to
utilization of net operating losses. The increase in cash from changes in components of working capital wasdriven primarily
by the change in accounts receivables and unbilled revenues due to weather and rate changes.

(LG&E)

LG&E's increase in cash from changes in components of working capital was driven primarily by the change in accounts
receivables and unbilled revenues due to weather and rate changes and lower fuel inventory and gas storage inventory due to
the unusually cold weather in 2014.

(KU)

KU's increase in cash from changes in components of working capital wasdriven primarily by the change in accounts
receivables and unbilled revenues due to weather and rate changes.

(All Registrants)

Investing Activities

Expendituresfor Property, Plant and Equipment

The primary use of cash within investing activities isexpenditures for PP&E. The change in these expenditures for the three
months ended March 31, 2014 compared with 2013 was as follows.
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PPL Energy
PPL Supply PPL Electric LKE LG&E KU

(Increase) Decrease S (64) $ 36 S (12) S (1) $ (18) S 18

The increase in expenditures for PP&E for PPL was primarily due to system reliability projectsat WPD. The decrease in
expenditures at PPL Energy Supply was partially due to expenditures made in 2013 for the Holtwood hydroelectric
expansion project. The increase inexpenditures for LC&Ewasprimarily due toenvironmental air projects at LG&E's Mill
Creek plant and gas service riser projects, partially offset by lower expenditures for the construction of Cane Run Unit 7.
The decrease in expenditures for KU was related to lower expenditures for the construction of Cane Run Unit 7 and coal
combustion residuals projects at KU's Ghent and E.W. Brown plants.

Other Significant Changes in Components of Investing Activities

For PPL and PPL Energy Supply, the change in cash provided by (used in) investing activities for the three months ended
March 31, 2014 compared with 2013 was negatively impacted primarily by increases of $282 million and $285 million in
restricted cash and cash equivalents. These changes were primarily related to increased cash collateral requirements in 2014
to support PPL Energy Supply's commodity hedging program primarily due to an increase in 2014 in forward prices. PPL
Energy Supply's restricted cash and cash equivalents for collateral deposits increased by $343 million in 2014. To fund these
increased collateral requirements, PPL Energy Supply borrowed under its short-term credit facilities.

For PPL Electric, the change in cash provided by (used in) investing activities for the three months ended March 31, 2014
compared with 2013 was positively impacted primarily from a $150 million repayment in 2014 of notes receivable from
affiliates.

For LKE, the change in cash provided by (used in) investing activities for the three months ended March 31, 2014 compared
with 2013 was positively impacted primarily from a $66 million repayment in 2014 of notes receivable from affiliates.

Financing Activities

The components of the change in cash provided by (used in) financing activities for the three months ended March 31, 2014
compared with 2013 was as follows.

PPL Energy
PPL Supply PPL Electric LKE LG&E KU

Chungc - Cu,sh Provided (Used):
Lxtng-tcrm debt issuances/retirements, net S (681) S (10)
l>ividcnds (24) (7) S (8) S (24)

Capital contributions/distributions, net S (341) 5 S (13.5) (25) (10)
Change in shon-term debt, net 462 84.S (85) (16.5) (20) (85)

Other financing activities 14 7

Total S (229) $ 511 S (97) S (300) $ (53) S (119)

The cash provided by changes in short-term debt for PPL and PPL Energy Supply was partially due to borrowings in 2014 by
PPL Energy Supply to satisfy cash collateral requirements to support its commodity hedging program (as described in
"Investing Activities" above) and $228 million that funded the principal reduction associated with the remarketing of the
2011 Equity Units. PPL expects to use a portion of the proceeds from the settlement of the 2011 Purchase Contracts to repay
outstanding short-term debt in the second quarter of 2014.

See Note 7 to the Financial Statements for information on 2014 short and long-term debt activity, equity transactions and
dividends. See the Registrants' 2013 Form 10-K for information on 2013 activity.

Credit Facilities

The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial
paper programs. Amounts borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At
March 31, 2014, the total committed borrowing capacity and the use of that capacity under these credit facilities was as
follows.
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External (All Registrants)

PPL Capital Funding Credit Facilities
PPL Energy Supply Credit Facilities
PPL Electric Credit Facility

LKE Credit Facility
LG&E Credit Facility
KU Credit Facilities

Total LKE

Total U.S. Credit Facilities (a)

Total U.K. Credit Facilities (b)

Commiltcd

Capacily

450 S

Borrowed

185

Letters of

Credit

and

Commercial

Paper Issued
Unused

Capacity

265

3.1.50

300

350 $ 821

61

1.979

239

75

500

598

75

15

308

485

290

1.173 75 323 775

s 5.073 S 610 $ 1.205 S 3.258

£ 1.055 £ 98 £ 957

(a) The cominiintentsunder the U.S. credit facilities arc providedby a diverse bank group, with no one bank and its affiliates providingan aggregate
commitment of more than the following percentages of the total committedcapacity: PPL • 10%.PPL EnergySupply - 10%. PPL Electric• 6%. LKE-
12%. LG&E - 6% and KU • 22%.

(b) The amount borrowed at March 31. 2014 was a USD-denominated borrowing of SI64 million. At March 31. 2014. the USD equivalent of unused
capacity under the U.K.committedcredit facilities wasSI .6 billion.

The commitntentsunder the U.K.credit facilities are provided by a diverse bank group with no one bank providingmore than 13%of the total
committed capacity.

See Nole 7 to the Financial Staienienls for further discussion of the Registrants' credit facilities.

Intercompany (All Registrants except PPL)

PPL Energy Supply Credit Facility
PPL Electric Credit Facility
LKE Credit Facility
LG&E Money Pool (a)
KU Money Pool (a)

Committed

Capacity

200

100

225

500

500

Borrowed

Unu.scd

Capacity

200

100

225

500

500

(a) LG&E and KU participate in an intercompany agreement whereby LKE. LG&E antl/orKU make available funds up to S.500 million at an interest rale
based on a market index of commercial paper issues.

Sec Note 11 to the Financial Statements for further discussion of intercompany credit facilities.

Commercial Paper (All Registrants)

PPL Energy Supply, PPL Electric, LG&E and KU maintain commercial paper programs to providean additional financing
source to fund their short-term liquidity needs, as necessary. Commercial paper issuances are supported by the respective
Registrant's Syndicated Credit Facility.

Outstanding commercial paper issuances are reflected in "Short-term debt" on the Balance Sheets. At March 31,2014, the
available capacity and the use of that capacity was as follows:

Capacity

Commercial

Paper
Lssuanccs

Unused

Capacity

PPL Energy Supply
PPL Electric

S 750

300

$ 620
60

$ 130

240

LG&E

KU

350

3.50

15

NO

335

240

Total LKE 700 125 575

Total PPL S 1.7.50 $ 805 S 945
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Long-term Debt and Eouitv Securities (PPL and PPL Electric)

The long-term debt and equity securities activity through March 31, 2014 was:

PPL

PPL Electric

Non-cash Transactions:

PPL (b)

Debt

Issuances (a) RctircnKnts

239

10

750750 $

Net Stock

Issuances

15

(a) Issuances arc net of pricingdiscounts, whereapplicableand exclude the impact of debt issuancecosts.
(b) Represents the remarketingof Junior Subordinated Notes that were issuedas a componentof PPL's2011 EquityUnits.

Common Stock Dividends (PPL)

In February 2014, PPL declared its quarterly common stock dividend, payable April I, 2014, at 37.25 cents per share
(equivalent to $1.49 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.

Ratine Aoencv Actions

(All Registrants)

Moody's, S&P and Filch periodically review the credit ratings on the debt of the Registrants and their 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 the Registrants and their subsidiaries arc based on information provided by the
Registrantsand other sources. The ratings of Moody's, S&P and Fitch are not a recommendation to buy, sell or hold any
securities of the Registrants or their 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 the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of
borrowing under their credit facilities.

The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2014:

(PPL)

In January 2014, Moody's affirmed its ratings and revised its outlook to stable for PPL.

In March 2014, Moody's, S&P and Fitch assigned ratings of Baa3, BBB- and BBB to PPL Capital Funding's $350 million
3.95% Senior Notes due 2024 and $400 million 5.(X)% Senior Notes due 2044. Fitch also assigned a stable outlook to these
notes.

In April 2014, Moody's affirmed the following ratings with a stable outlook:

• the long-term issuer ratings for WPD(East Midlands), WPD (West Midlands), PPL WW and WPD (South West);
• the senior unsecured ratings for PPL WEM, WPD(East Midlands), WPD (West Midlands), PPL WW, WPD (South

Wales) and WPD (South West);

• the commercial paper rating for WPD (South West); and
• the short-term issuer ratings for WPD (East Midlands) and WPD (South West).

In April 2014, Fitch affirmed the following ratings with a stable outlook:

• the long-term and short-term issuer default ratings for PPL and PPL Capital Funding; and
• the senior unsecured rating and Junior subordinated rating for PPL Capital Funding.

(PPL and PPL Energy Supply)

In April 2014, Filchaffirmed its long-term issuerdefault rating, short-term issuerdefault rating, senior unsecured rating and
commercial paper rating with a negative outlook for PPL Energy Supply.
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(PPL and PPL Electric)

In January 2014, Moody's upgraded Us long-term issuer rating and senior unsecured rating, from Baa2 to Baal, and senior
secured rating, from A3 to A2, alTirmcd its commercial paper rating and revised its outlook to stable for PPL Electric.

In April 2014, Fitch affirmed its long-term issuer default rating, short-term issuer default rating, secured rating and
commercial paper rating witha stableoutlook for PPL Electric.

(PPL LKE. LG&E and KU)

InJanuary 2014, Moody's affirmed its ratings and revised its outlook to stable for LKE.

In January 2014, Moody's upgraded its long-term issuer ratings and senior unsecured ratings, from Baal to A3, and senior
secured ratings, from A2 to AI, affirmed its commercial paperratings and revised itsoutlook to stable for LG&E and KU.

In February 2014, Moody's affirmed its ratings for KU's 2000Series A Solid Waste Disposal Facility Revenue Bonds, KU's
2004 Series A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Scries B Environmental Facilities
Revenue Refunding Bonds.

In April 2014, Fitch affirmed the following ratings with a stable outlook:
• the long-termand short-term issuer default ratings for LKE, LG&E and KU:
• the senior unsecured debt ratings for LKE, LG&E and KU; and
• the secured debt and commercial paper ratings for LG&E and KU.

Ratings Trioaers

(All Registrants except PPL Electric)

Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel,
commodity transportation and storage, interest rate and foreign currency instruments (for PPL), contain provisions that
require theposting of additional collateral, or permit thecounterparty to terminate thecontract, if PPL's, PPL Energy
Supply's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, asapplicable, were to fall below investment grade. See
Note 14 to the Financial Statements for a discussion of "Credit Risk-RelatedContingent 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, 2014.

(All Registrants)

For additional information on the Registrants' liquidity and capital resources, see "Item7. Combined Management's
Discussion and Analysis of Financial Condition and Results of Operations," in the Registrants' 2013 Form lO-K.

Risk Management

Market Risk

(All Registrants)

See Notes 13 and 14 to the Financial Statements for information about the Registrants' 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 differmaterially 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 (Non-trading)

(PPL LKE. LG&E and KU)

LC«&E's and KU's retail electric and natural gas rates and municipal wholesale electric rates arc 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. LG&E and KU sell 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 KU's
customers. See Note 14 to the Financial Statements for additional information.

(PPL and PPL Electric)

PPL Electric is exposed to market price and volumetric risks from its obligation as PLR. The PUC has approved a cost
recovery mechanism that allows PPL Electric to pass through to customers the cost associated with fulfilling its PLR
obligation. This cost recovery mechanism substantially eliminates PPL Elcctric'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.

(PPL and PPL Energy Supply)

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 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. 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 financial exchange-traded and over-the-counter contracts. PPL Energy Supply's
non-trading commodity derivative contracts range in maturity through 2019.

The following tables sets forth the changes in the net fair value of non-trading commodity derivative contracts for the periods
ended March 31. See Notes 13 and 14 to the Financial Statements for additional information.

Cuin.s (losses)

Fair value of coniracis 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) Repre.sents the fair value of contracts at the end of the quarter of their inception.

Three Months

2014 2013

S 107 S 473

505 (137)

(16) 9

(737) (116)

S (HI) S 229

The following table scgregaies ihc net fair value of non-trading commodity derivative contracts at March 31, 2014, based on
the observability of the information used to determine the fair value.

Net A.ssct (Uiabilitv)

Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair

1 Year 1 -3 ^'cars 4-5 Years of 5 Years Value

Source of Fair Value

Prices based on significant observable inputs (Level 2) S (103) S (34) S 8 S 3 S (126)

Prices ba.scd on significant unobservable inputs (Level 3) (30) 12 3

Fair value of contracts outstanding at the end of the period $ (1.33) S (22) S II $ 3 S (HI)
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PPL Energy Supply sellselcclricily, capacity and related services and buys fuel on a forward basis to hedge the value of
energy from itsgeneration 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 itcouldbe 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, nonperformancc bycounterparties (or their counterparties) with which it has
energycontracts 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 nonpcrformance in the future.

Commodity Price Risk (Trading)

PPL Energy Supply's trading commodity derivative contracts range in maturity through 2020. The following tablesets forth
changes in the net fair value of trading commodity derivative contracts for the periods ended March 31. See Notes 13 and 14
to the Financial Statements for additional information.

Fair value of conlracts outstanding at the t>cginningof the pciiod
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 Month.s

2014 2013

S 11 $ 29

(2)
(13) (12)

33

S 31 5 15

(a) Represents the fair value of contracts at the end of the quarter of their inception.

The following lable segregates the net fair value of trading commodity derivative contracts at March 31, 2014, based on the
observability of the information used to determine the fair value.

Net A.ssct (Liahiiltv)

Maturity Maturity
Le.ss Than Maturity Maturity in Excess Total Fair

1 Year 1-3 Years 4-5 Years of 5 Years Value

Source of Fair Value

Prices quoted in active markets for identical insinimcnis (Level 1) S 1 $ 1

Prices based on significant obserN'ablcinputs (1-cvel 2) (1) S (3) S 1 S 1 (2)

Prices based on significant unobsen'able input.s (Level 3) 3 16 8 5 32

Fair value of contracts outstanding at the end of the period S 3 S 13 S 9 S 6 S 31

VaR Models

A VaR model is utilized to measure commodity price risk in unregulated 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 disciplined hedging program, the non-
trading VaR exposure is expected to be limited in the short-term. The VaR for portfolios usingend-of-month results for the
three months ended March 31, 2014 was as follows.

95% Confidence l-eve1. Fivc-Day Holding Period
Period End

Average for the Period
High
Low

Trading VaR Non-Trading VaR

8 S

8

9

The trading portfolio includes all proprietary trading positions, regardless of thedelivery period. All positions notconsidered
proprietary tradingare 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 compulations 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, 2014.
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htleresl Rale Risk (All Registrants)

The Registrants and their subsidiaries issuedebt to finance theiroperations, which exposes them to interest rate risk. The
Registrants and their subsidiaries utilizevarious financial derivative instruments to adjust the mixof fixed and floating
interest rates in their debt portfolios, adjust the duration of their debt portfolios 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 the debt portfolios due to changes in the
absolute level of interest rates.

The following interest rate hedges were outstanding at March 31, 2014.

EfTect of a

Fair Value, 10% Adverse Maturities

Exposure Net - Asset Movement Ranging
Hedged (Liability) (a) in Rales (b) Through

PPL

Cash flow hedges
Interest rate swaps (c) S 500 S 1 S (15) 2025

Cross-currency swaps (d) 1.262 (57) (179) 2028

Economic hedges
Interest rate swaps (e) 179 (40) (3) 2033

Economic hedges
Interest rate swaps (c) 179 (40) (3) 203.3

(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. Sensitivities

represent a 104badverse movement in interest rates, except for cross-currency swaps which also includes foreign currency exchange rates.
(c) Changes in the fair value of such cash flow hedges are recortlcd in equity or as regulatory asseus or regulatory liabilities, if recoverable through

regulated rates and reclassifled into earnings in the same period during which the item being hedged affects eamings.
(d) Cross-currency swaps are utilized to hedge the principal and interest paymentsof WPD'sU.S.dollar-denominated senior notes. Changes in the fair

value of these instruments are recorded in equity and rcclassificd into eamings in the saiiK period during which the item being hedged affects eamings.
(e) Realized changes in the fair value of such economic hedges arc recoverable through regulated rates and any subsequent changes in fair value of these

derivatives arc included in regulatory assets or regulatory liabilities.

The Regislranis are exposed lo a potcniial increase in interest expense and to changes in the fair value of their debt portfolios.
The estimated impact of a 10% adverse movement in interest rales at March 31, 2014 is shown below.

Increase to interest expense of 10%
incrca.se in interest rates

Inciease in fair value of 10% decrease

in interest rates

PPL

Not

Significant

PPL Energy
Supply

Not

Significant

PPL

Electric

Not

Significant

117762 $ 43 $

LKE

Not

Significant

144

LG&E

Not

Significant

45

KU

Not

Significant

84

Foreign Currency Risk (PPL)

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 financial instruments lo protect against foreign currency translation risk of expected earnings.

The following foreign currency hedges were outstanding at March 31, 2014.

Net investment hedges (b)
Economic hedges (c)
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Hedged

Fair Value,
Net • Asset

(Liability)

345 S

1.840

(24)
(94)

Effect of a

10%

Adverse

Movement

in Foreign
Currency
Exchange
Rates (a)

(57)
(291)

Maturities

Ranging
Through

2015

2016
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(n) Effecisof adverse movements decreaseassets or increase liabilities, as applicable,whichcould result in an asset becominga liability.
<b) To protect thevalue of a portion of itsnetinvestment in WPD. PPL executes forward contracts tosellGBP. Thepositions outstanding exclude the

amount of intercompany loansclassified as net investment hedges. SeeNote 14to the Financial Statements for additional information,
(c) To economically hedge the translation ofexpected earnings denominated in GBPto U.S. dollars. PPLenters intoa combination of average rate

forwards and average rate options to sell GBP.

NOT Funds - Securities Price Risk (PPL and PPL Energy Supply)

In connection with certain NRC requirements, PPL Susquchanna maintains trust funiJs to fund certain costs of
decommissioning the PPL Susquchanna nuclear plant (Susquchanna). At March 31, 2014, 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 nuclear decommissioning trust policy statement. At March 31, 2014, a hypothetical 10% increase in
interest rates and a 10% decrease in equity prices would have resulted in an estimated $67 million reduction in the fair value
of the trust assets. Sec Notes 13 and 17 to the Financial Statements for additional information regarding the NDT funds.

Credit Risk (All Registrants)

See Notes 13 and 14 to the Financial Statements in this Form 10-Q and "Risk Management - Credit Risk" in the Registrants'
2013 Form lO-K for additional information.

Foreign Currency Translation (PPL)

The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a
foreign currency translation gain of $ 135 million for the three months ended March 31, 2014, which primarily reflected a
$334 million increase to PP&E and goodwill offset by an increase of $199 million to net liabilities. Changes in this exchange
rate resulted in a foreign currency translation loss of $256 million for the three months ended March 31, 2013, which
primarily reflected a $696 million decrease to PP&E and goodwill offset by a decrease of $440 million to net liabilities. The
impact of foreign currency translation is recorded in AOCI.

Related Party Transactions (All Registrants)

The Registrants are not aware of any material ownership interests or operating responsibility by senior management in
outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with the
Registrants. See Note 11 to the Financial Statements for additional informationon related party transactions for PPL Energy
Supply, PPL Electric, LKE, LG&E and KU.

Acquisitions, Development and Divestitures (All Registrants)

The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects.
Development projects are reexaniined 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. Sec Note 8 to the Financial
Statements for information on the more significant aciivitics.

Environmental Matters

(All Registrants)

Extensive federal, state and local environmental laws and regulations arc applicable to PPL's, PPL Energy Supply's, LKE's,
LG&E's and KU's air emissions, water discharges and the management of hazardous and solid waste, as well as other aspects
of the Registrants' businesses. The cost of compliance or alleged non-compliance cannot be predicted withcertainty 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. Costs may take the form of increased capital expenditures or
operating and maintenance expenses, monetary fines, penalties or other restrictions. Manyof theseenvironmental 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 the Registrants' services.
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The following is a discussion of ihc more significant environmental matters. See Note 10 to the Financial Statements in this
Form lO-Q and "Item I. Business - Environmental Matters" in the Registrants' 2013 Form 10-K for additional information on
environmental matters.

Climate Change

Physical effects associated with climate change could include the impact of changes in weather patterns, suchas storm
frequency and intensity, and the resultant potential damage, as applicable, to the Registrants' generation assets, electricity
transmission and delivery systems, as well as impacts on the Registrants' customers. In addition, changed weather patterns
could potentially reduce annual rainfall inareas where PPL, PPL Energy Supply, LKE, LG&E and KU have hydroelectric
generating facilities or where river water is used to cool their fossil and nuclear(as applicable) powered generators. The
Registrants cannotcurrently predict whether their businesses will experience thesepotential risks or estimate the cost of their
related consequences.

In June 2013, President Obama released his Climate Action Plan which reiterates the goal of reducing greenhouse gas
emissions in the U.S. "in the range of 17% below 2005 levels by 2020 through such actions as regulating power plant
emissions, promoting increased use of rcnewables and clean energy technology, and establishing lighter energy efficiency
standards. Also, by Presidential Memorandum, the EPA was directed to issue a revised proposal for new power plants (a
prior proposal was issued in 2012) by September 20, 2013, witha final rule to be issued in a timely fashion thereafter, and to
issue proposed standards for existing power plants by June I, 2014 with a final rule by June I, 2015. The EPA was further
directed to require that states develop implementation plans for existing plants by June 2016.

The EPA's revised proposal for new sources was published in the Federal Register on January 8, 2014, with comments due on
May 9, 2014. The proposed limits for coal plants can only be achieved through capture and sequestration, a technology that
is not presently commercially viable and, therefore, effectively preclude the construction of new coal plants. The proposed
standards for new gas plants may also not be continuously achievable. Regulation of GHG emissions from existing plants
could have a significant industry-wide impact depending on the structure and stringency of the final rule and state
implementation plans.

The Administration's increase in its estimate of the "social cost of carbon" (which is used to calculate benefits associated with
proposed regulations) from $23.80 to $38 per metric ton in 2015 may lead to more costly regulatory requirements. The
White House Office of Management and Budget has opened this issue for public comment.

Additionally, the Climate Action Plan goal to prepare the U.S. for the impacts of climate change could affect PPL, PPL
Electric, LKE, LG&E and KU and others in the industry as it could result in requirements to modify electricity generating,
transmission and delivery systems to improve the ability to withstand major storms and substantial capital investment may be
needed to meet those requirements.

(All Registrants except PPL Electric)

Coal Combustion Residuals (OCRs)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs (as either hazardous or
non-hazardous waste) under RCRA. Under a litigation settlement agreement involving certain environmental groups, the
EPA has agreed to issue its final rulemaking by the end of 2014. Regulationscould impact handling, disposal and/or
beneficial use of CCRs. The financial and operational impact is expected to be material if CCRs are regulated as hazardous
waste, and significant if regulated as non-hazardous.

In July 2013, the U.S. House of Representatives passed House Bill H.R. 2218, the Coal Residuals and Reuse Management
Act of 2013, which would preempt the EPA from regulating CCRs under RCRA and set rules governing state programs. It
remains uncertain whether similar legislation will be passed by the U.S. Senate. Recent ash spills that have occurred within
the utility industry may precipitate more stringent regulation of both active and legacy CCR sites.

Effluent Limitation Guidelines (ELGs)

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastcwater permits. The proposed limitations arc basedon the EPAreviewof available treatment technologies and their
capacity for reducing pollutants and include newrequirements for fly ash and bottom ash transport waterand metal cleaning
waste waters, as well as new limits for scrubber wastcwater and landfill leachate. The EPA's proposed ELG regulations also
contain some requirements that would affect the inspection and operation of CCR facilities, if finalized. The proposal
containsseveral alternative approaches, some of which could significantly impact PPL's, PPL Energy Supply's, LKE's,
LG&E's and KU's coal-fired plants. The final regulation is expected to be issued in September 2015. At the present time,
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PPL, PPL Energy Supply, LKE, LG&E and KU arc unable to predict theoutcome of thismatter or estimate a range of
reasonably possible costs, but the costs could be significant.

Clean Water Act

In April 2011, the EPA published a draft regulation underSection 316(b) of the CleanWater Act, which regulates cooling
water intakes for powerplants. The draft rule has two provisions: requiring installation of BestTechnology Available (BTA)
to reduce mortality of aquatic organisms that are pulled into the plant cooling water system (entrainmeni), and Imposing
standards for reduction of mortality of aquatic organisms trapped on water intake screens (impingement). The final rule is
nowexpected by May 16, 2014. The proposed regulation would apply to nearlyall PPL-owned steam electricgeneration
plants in Pennsylvania, Kentucky, and Montana, potentially even including those equipped with closed-cycle cooling
systems. PPL's, PPL Energy Supply's, LKE's, LG«feE's and KU'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.

MATS

In February 2012, the EPA llnalizcd MATS requiring fossil-fuel fired plants to reduce emissions of mercury and other
hazardous air pollutants by April 16, 2015. The rule, which was challenged by industry groups and states, was upheld by the
D.C. Circuit Court in April 2014. The EPA has subsequently proposed changes to the rule with respect to new sources to
address the concern that the rule effectively precludes construction of any new coal-fired plants. PPL, PPL Energy Supply,
LKE, LC&E and KU are generally well-positioned to comply with MATS, primarily due to recent investments in
environmental controls at PPL Energy Supply and approved ECR plans to install additional controls at some of LG&E's and
KU's Kentucky plants. Additionally, PPL Energy Supply is evaluating chemical additive systems for mercury control at
Brunner Island, and modifications to existing controls at Colslrip for improved paniculate 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. The Corette plant asset group was determined to
be impaired in December 2013. See "Application of Critical Accounting Policies - Asset Impairment (Excluding
Investments)" in PPL's and PPL Energy Supply's 2013 Form lO-K for additional information. Also, LG&E, KU and PPL
Energy Supply have received compliance extensions for certain plants in Kentucky and Pennsylvania and are considering
extension requests for other plants as well.

LG&E's and KU's anticipated retirements of generating units at the Cane Run and Green River plants arc in response to
MATS and other environmental regulations.

OSAPR and CAIR

In 2011, the EPA finalized its CSAPR regulating emissions of nitrogen oxides and sulfur dioxide through new allowance
trading programs which were to be implemented in two phases (2012 and 2014). Like its predecessor, the CAIR, CSAPR
targeted sources in the eastern U.S. In December 2011, the U.S. District Court for the District of Columbia Circuit (D.C.
Circuit Court) stayed implementationof CSAPR, leaving CAIR in place. Subsequently, in August 2012, the D. C. Circuit
Court vacated CSAPR and remanded it back to the EPA for further rulemaking, again leaving CAIR in place in the interim.
In June 2013, the U.S. Supreme Court granted the EPA's petition for review of the D.C. Circuit Court's decision to vacate
CSAPR. On April 29, 2014, the U.S. Supreme Court reversed and remanded the D.C. Circuit Court's August 2012 decision
which will likely result in the CSAPR replacing the CAIR program. PPL, PPL Energy Supply, LKE, LG&E and KU do not
currently anticipate that the costs of meeting CSAPR requirements will be significant.

PPL, PPL Energy Supply, LKE, LG&E and KU plants in Pennsylvania and Kentucky will continue to comply with CAIR
through optimization of existing controls, balanced with emission allowance purchases. The D. C. Circuit Court's August
2012 decision leaves plants in CSAPR-affected states potentially exposed to more stringent emission reductions for nitrogen
oxides and sulfur dioxide due to regional haze implementation (see "Regional Haze" discussion below), 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

Under the EPA's regional haze programs (developed to eliminate man-made visibility degradation by 2064), states are
required to make reasonable progress every decade through the application, amongother things, of Best Available Retrofit
Technology (BART) on powerplantscommissioned between 1962 and 1977. For the eastern U.S., the EPA had determined
that region-wide reductions under the CSAPR trading program could be utilized by state programs to satisfy BART
requirements for sulfurdioxideand nitrogen oxides. However, although the August 2012 decision by the D.C.Circuit Court
to vacate and remand CSAPR has been reversed by the U.S. Supreme Court, future decisions by EPA and the courts will
determine whether power plants located in the eastern U.S., including PPL Energy Supply's plants in Pennsylvania and
LG&E's and KU's plants in Kentucky, will be subject to further reductions in those pollutants in accordance with BART
requirements.
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The EPA signed iis final Federal Implemeniaiion Flan (FIP) of ihe Regional Haze Rules for Moniana in September 2012,
with lighter emissions limits for PPL Energy Supply's Colstrip Units I & 2 based on the installation of new controls (no
limits or additional controls were specified for PPLEnergy Supply's Colstrip Units 3 «fc 4), and tighter emission limits for
PPLEnergy Supply's Corette plant (which arc not based on additional controls). The costof the potential additional controls
for Colstrip Units I & 2, if required, could besignificant. 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). Both PPL and environmental groups have
appealed the final FIP to the U.S. Court of Appeals for the NinthCircuit.

National Ambient Air Quality Standards

In 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As a result of EPA's new ozone standard,
states in the ozone transport region (OTR), including Pennsylvania, are required by the Clean Air Act to imposeadditional
reductions in nitrogen oxideemissions based upon reasonably availablecontrol technologies. The PADEP has issued a draft
rule requiring reasonable reductions. However, the proposal is beingchallenged as too lenient by other OTR states and
environmental groups. The PADEP may impose more stringent emission limits than those set forth in the proposed rule
which could have a significant impact on PPL Energy Supply's Pennsylvania coal plants.

During 2010 and 2012, the EPA issued new ambient air standards for sulfur dioxide and particulatcs, respectively. In 2013,
the EPA preliminarily designated Jefferson County, Kentucky, as a partial non-attainment area for sulfur dioxide. Final
designations of non-attainment areas may occur in 2014. Existing environmental plans for LG&E's and KU's Kentucky
plants, including announced retirements of certain plants and ECR-approved new or upgraded scrubbers or baghouses at
other plants, may aid in achievement of eventual ambient air requirements. However,depending upon the specifics of final
non-attainment designations and consequent compliance plans, additional controls may be required, the financial impact of
which could be significant.

New Accounting Guidance (All Regisirants)

Sec Notes 2 and 19 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies (All Regisirams)

Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application
of critical accounting policies. The following table summarizes the accounting policies by Registrant that are particularly
important to an understanding of the reported financial condition or results of operations, and require management to make
estimates or otherjudgmentsof matters that are inherently uncertain. See "Item 7. Combined Management's Discussion and
Analysis of Financial Condition and Results of Operations" in the Registrants' 2013 Form lO-K for a discussion of each
critical accounting policy.

PPL PPL

PPL Ener^' Supply Electric LKE LG&E KU

Defined Benefits X X X X X X

Lxtss Accruals X X X X X X

Income Taxes X X X X X X

Asset Impairments (Excluding Investments) X X X X X

AROs X X X X X

Price Risk Management X X X X X

Regulatory Assets and Uabilitics X X X X X

Revenue Recognition • unbilled revenue X X X X
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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 "Item 2. Combined 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 and procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities
Exchange Act of 1934) have concluded that, as of March 31, 2014, 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, 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' first fiscal quarter that
have materially affected, or are reasonably likely to materially affect, the Registrants' internal control over financial
reporting.

PART II. OTHER INFORMATION

Iteml. Legal Proceedings

For additional information regarding pending administrative and judicial proceedings involving regulatory, environmental
and other matters, which information is incorporated by reference into this Part II, sec:

• "Item 3. Legal Proceedings" in each Registrant's 2013 Form IO-K;and
• Notes 6 and 10 to the Financial Statements.

Iteml A. Risk Factors

There have been no material changes in the Registrants' risk factors from those disclosed in "Item IA. Risk Factors" of the
2013 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 l2(b)-32 are incorporated herein by reference.
Exhibits indicated by a [_] are filed or listed pursuant to Item 60l{b)(l0)(iii) of Regulation S-K.

1(a) - Securities Purchase and Registration Rights Agreement, dated March 5, 2014, among PPL Capital
Funding, Inc., PPL Corporation, and the several purchasers named in Schedule B thereto (Exhibit I. I to
PPL Corporation Form 8-K Report (File No. I-11459) dated March 10,2014)

4(a) - Supplemental Indenture No. 13, dated as of March 10,2014, among PPL Capital Funding, Inc., PPL
Corporation and The Bank of New York Mellon (formerly known as The Bank of New York), as
Trustee (Exhibit 4.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated March 10, 2014)

4(b) - Supplementallndcniure No. 14, dated as of March 10, 2014, among PPL Capital Funding, Inc., PPL
Corporation and The Bank of New York Mellon (formerly known as The Bank of New York), as
Trustee (Exhibit 4.3 to PPL Corporation Form 8-K Report (File No. I-11459) dated March 10, 2014)

10(a) - $ 150,000,(XK) Revolving Credit Agreement, dated as of March 26, 2014, among PPL Capital Funding,
Inc., as Borrower, PPL Corporation, as Guarantor and The Bank of Nova Scotia, as Administrative
Agent, Issuing Lender and Lender (Exhibit lO.I to PPL Corporation Form 8-K Report (File No. I-
11459) dated April 1, 2014)

10(b) - Twelfth Amendment, dated as of March 19, 2014, to Reimbursement Agreement, dated as of March 31,
2005, among PPL Energy Supply, LLC and The Bank of Nova Scotia, as Issuer and Administrative
Agent (Exhibit 10.2 to PPL Energy Supply, LLC Form 8-K Report (File No. I-32944) dated April I,
2014)

*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 Compulation 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(0 - Kentucky Utilities Company Computation of Ratio of Earnings to Fixed Charges

Certifications pursuant to Section 302 of the Sarbancs-Oxicv Act of 2002. for the quarterly period ended March 31.

2014. filed bv 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) - 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(i) - Louisville Gas and Electric Company's principal executive officer

*31(j) - Louisville Gas and Electric Company's principal financial officer

*3l(k) - Kentucky Utilities Company's principal executive officer

*31(1) - Kentucky Utilities Company's principal financial officer

ppltOq_3-14_Rnal As RIed.docx 126



o

o

o

Certifications pursuant to Scciion 906 of the Sarbanes-Qxiev Act of 2002. for (he quarterly period ended March 31.
2014. furnished bv the following officers for the following comnanics:

♦32(a) - PPL Corporation's principal executive officer and principal financial officer

♦32(b) - 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(d) - LG&E and KU Energy LLC's principal executive officer and principal financial officer

♦32(c) - Louisville Gas and Electric Company's principal executive officer and principal financial officer

♦32(0 - Kentucky Utilities Company's principal executive officer and 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 - 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

101.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

101 .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

101.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 I, 2014 /s/ Vincent Sorgi
Vincent Sorgi

Vice President and Controller

(Principal Accounting Officer)

PPL Electric Utilities Corporation

(Registrant)

Dale: May 1,2014 /s/ Dennis A. Urban, Jr.
Dennis A. Urban, Jr.

Controller

(Principal Financial Officer and Principal
Accounting Officer)

LG&E and KU Energy LLC

(Registrant)

Louisville Gas and Electric Company

(Registrant)

Kentucky Utilities Company

(Registrant)

Date: May 1,2014 /s/ Kent W. Blake
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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,
2014 2013 2012 2011 2010 _

Earnings, as defined:
Income from Continuing Operations Before
Income Taxes (a) $ 428 $ 1,309 $ 2,082 $ 2,201 $ 1,239 $

Adjustment to reflect earnings from equity method
investments on a cash basis (b) 34 j 7_

428 1,309 2,116 2,202 1,246 _

Total fixed charges as below 277 1,096 1,065 1,022 698
Less:

Capitalized interest 8 47 53 51 30
Preferred security distributions of subsidiaries
on a pre-tax basis 5 23 21

Interest expense and fixed charges related to
discontinued operations 3 _

Total fixed charges included in Income from
Continuing Operations Before Income Taxes 269 1,049 1,007 945 635 __

Total earnings $ 697 $ 2,358 $ 3,123 $ 3,147 $ 1,881 £

Fixed charges, as defined:
Interest charges (c) $ 274 $ 1,058 $ 1,019 $ 955 $ 637 $
Estimated interest component of operating rentals 3 38 41 44 39
Preferred security distributions of subsidiaries
on a pre-tax basis 5 23 21

Fixed charges of majority-owned share of 50% or
less-owned persons l_ _

Total fixed charges (d) $ 277 $ 1,096 $ 1.065 $ 1,022 $ 698 £

Ratio of earnings to fixed charges 2.5 2.2 2.9 3.1 2.7 _
Ratio of earnings to combined fixed charges and
preferred slock dividends (e) 2^5 2^2 2^9 3J 2.7

2009

538

539

513

43

24

15

43'

970

446

42

24

513

1.9

1.9

(a)

(b)
(c)

(e)

In Sepiember 2013. PPL Montana executed a definitive agreement to sell certain hydroelectric generating facilities. The sale is not expected to
close tKjfore the second half of 2014. To facilitate the sale, in Dcccmlxtr 2013. PPL Montana terminated a lease agreement which resulted in a S697
million charge. See Note 8 to the financial Statements in PPL's 2013 Form lO-K for additional information.
Includes other-than-temporary impairment loss of S2.'i million in 2012.
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.
PPL, the parent holding company, does not have any preferred stock outstanding; therefore, the ratio of eamings to combined fixed charges and
preferred stock dividends is (he same as the ratio of eamings to fixed charges.
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Exhibit 12(b)
PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions of Dollars)

3 Months

Ended

March 31, Years Ended December 31,
2014 2013 2012 2011 2010 2009

Earnings, as defined:
Income (Loss) from Continuing Operations Before
income Taxes (a) $ (115)$ (371)$ 738 $ 1,212 $ 881 $ (13)

Adjustments to reflect earnings from equity method
investments on a cash basis j 7 1_

(115) (371) 738 1,213 888 (12)

Total fixed charges as below 42 226 238 259 426 364
Less:

Capitalized interest 6 36 47 47 33 44
Interest expense and fixed charges related to
discontinued operations 3 [47 102

Total fixed charges included in Income (Loss) from
Continuing Operations BeforeIncomeTaxes 36 [90 [9J 209 246 218

Total earnings $ (79) $ (181) $ 929 $ 1,422 $ 1,134 $ 206

Fixed charges, as defined:
Interest charges (b) $ 41 $ 207 $ 214 $ 223 $ 387 $ 321
Estimated interest component of operating rentals 1 19 24 36 38 42
Fixed charges of majority-owned share of 50% or
less-owned persons j I_

Total fixed charges (c) $ 42 $ 226 $ 238 $ 259 $ 426 $ 364

Ratio of earnings to fixed charges (d) (1,9) (0.8) T9 5^5 2^7 0.6

(a)

(b)
(c)

(d)

In Seplcmber 2013. PPL Moniana executed a definitive agreement to sell certain hydroelectric generating racilitics. The sale is not expected to
close before the second half of 2014. To facilitate the sale, in 15eceml>er 2013, PPL Moniana terminated a lease agreement which resulted in a S697
million charge. See Note 8 to the Financial Statements in PPL Energy Supply's 2013 Fonn lO-K for additional information.
Includes interest on long-ienn and short-ienn debt, as well as amortization of debt discount, expense and premium • net.
Interest on unrecognized tax bcncnis is not included in fixed charges.
For the three months ended March 31. 2014. there was less than one-to-one coverage. The amount of the deficiency, or the amount of fixed charges
in excess of eamings. was SI 21 million.

2013 eamings were lower as a result of the PPL Moniana lease lemiination referred to in (a) above, which resulted in less than one-to-one coverage.
The amount of the deficiency, or the amount of fixed charges in excess of earnings, was $407 million.

As a resultof PPL EnergySupply's 2011 distributionof its interest in PPLGlobal to PPL Energy Fundingand related reclassification of PPL
Global's operating results as Di.scontinued Operations, eamings for 2009 were lower, which resulted in less than one-to-one coverage. The amount
of the deficiency, or the amount of fixed charges in excess of eamings, was S158 million.
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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
(Millioivs of Dollar!!)

3 Months

Ended

March 31, Years Ended December 31,
2014 2013 2012 2011 2010 2009

Earnings, as defined:
Income Before Income Taxes $ 138 $ 317 $ 204 $ 257 $ 192 $ 221

Total fixed charges as below 31 IJT [07 [05 [02 121

Total earnings $ 169 $ 434 $ 311 $ 362 $ 294 $ 342

Fixed charges, as defined:
Interest charges (a) $ 30 $ 113 S 104 $ 102 $ 101 $ 120
Estimated interest component of operating rentals 1 4 3 3 11

Total fixed charges (b) $ 31 $ 117 $ 107 $ 105 $ 102 $ 121

Ratio of earnings to fixed charges 5.5 3.7 2.9 3.4 2.9 2.8

Preferred stock dividend requirements on a pre-tax
basis $ 6 $ 21 $ 23 $ 28

Fixed charges, as above $ ^ $ I 17 [07 [05 [02 121
Total fixed charges and preferred stock dividends $ 31 $ 117 $ 113$ 126 $ 125 $ 149

Ratio of earnings to combined fixed charges and
preferred stock dividends 5.5 3.7 2.8 2.9 2.4 2.3

(a) Includes interest on long-term and shon-lcrm debt, as well as amortizaiion of debt discount, expense and premium - net.
(b) Interest on unrecognized lax benefits is not included in fixed charges.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDtfllars)

Successor (a)

Exhibit 12(d)

Predecessor (b)

3 Months

Ended

Mar. 31,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10

Months

Ended

Oct. 31,
2010

Year

Ended

Dec. 31,
2009

Earnings, as defined:
Income from Continuing Operations
Before Income Taxes

Adjustment to reflect earnings from
equity method investments on a cash
basis (c)

Loss on impairment of goodwill
Mark to market impact of derivative
instruments

$ 184 $ 551 $ 331

33

$ 419

(1)

$ 70

2

$ 300

(4)

(20)

$ (1,235)

11

1,493

(19)

184 551 364 418 72 276 250

Total fixed charges as below 43 151 157 153 25 158 186

Total earnings $ 227 $ 702 $ 521 $ 571 $ 97 $ 434 $ 436

Fixed charges, as defined:
Interest charges (d) (e)
Estimated interest component of
operating rentals

Estimated discontinued operations
interest component of rental expense

$ 42

1

$ 145

6

$ 151

6

$ 147

6

$ 24

1

$ 153

5

$ 176

5

5

Total fixed charges $ 43 $ 151 $ 157 $ 153 $ 25 $ 158 $ 186

Ratio of earnings to fixed charges 5.3 4.6 3.3 3.7 3.9 2.7 2.3

(a) Posi-acquisition aciiviiy covering the linic period after October 31. 2010.
(b) Prc-acquisilion activity covering the time period prior to November 1. 2010.
(c) Includes oiher-ihan-tempcrary impairment loss of S25 million in 2012.
(d) Includesintereston long-termand shon-tcrm debt, as well as amorti/.aiion of debt discount, expenseand premium- net.
(e) Includes a credit for amortization of a fair market value adjustment ofS7 million in 2013.
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LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
{Millions of Dollars)

Successor (a)

Exhibit 12(e)

Predecessor (b)

3 Months

Ended

Mar. 31,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10

Months

Ended

Oct. 31,
2010

Year

Ended

Dec. 31,
2009

Earnings, as defined:
Income Before Income Taxes

Mark to market impact of derivative
instrumcnls

$ 82 $ 257 $ 192 $ 195 $ 29

1

$ 167

(20)

$ 142

(20)

82 257 192 195 30 147 122

Total fixed charges as below 13 36 44 46 8 40 46

Total earnings $ 95 $ 293 $ 236 $ 241 $ 38 $ 187 $ 168

Fixed charges, as defined:
Interest charges (c) (d)
Estimated interest component of
opcraling rentals

$ 12

1

$ 34

2

$ 42

2

$ 44

2

$ 8 $ 38

2

$ 44

2

Total fixed charges $ 13 $ 36 $ 44 $ 46 $ 8 $ 40 $ 46

Ratio of earnings fixed charges 7.3 8.1 5.4 5.2 4.8 4.7 3.7

(a) Post-acquisition activity covering the time period after October 31. 20i0.
(b) Pre-acquisition activity covering the time period prior to November I. 2010.
(c) Includes interest on long-term and short-term debt, as well as amonization of debt discount, expense and premium - net,
(d) Includes a credit for amortization of a fair market value adjustnKnt of S7 million in 2013.
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Exhibit 12(0
KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millioiu ofDttllars)

Successor (a)

Earnings, as defined:
Income Before Income Taxes

Adjustment to reflect earnings from
equity method investments on a cash
basis (c)

Mark to market Impact of derivative
instruments

Total fixed charges as below

Total earnings

Fixed charges, as defined:
interest charges (d)
Estimated interest component of
operating rentals

Total fixed charges

Ratio of earnings to fixed charges

Predecessor (b)

10

3 Months Year Year Year 2 Months Months Year

Ended Ended Ended Ended Ended Ended Ended

Mar. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Oct. 31, Dec. 31,
2014 2013 2012 2011 2010 2010 2009

$ 123 $ 360 $ 215 $ 282 $ 55 $ 218 $ 200

33 (1) (4) 11

I

123 360 248 281 55 214 212

20 73 72 73 11 71 79

$ 143 $ 433 $ 320 $ 354 $ 66 $ 285 $ 291

$ 19 $ 70 S 69 $ 70 $ 10 $ 69 $ 76

1 3 3 3 1 2 3

$ 20 $ 73 $ 72 $ 73 $ 11 $ 71 $ 79

7.2 5.9 4.4 4.8 6.0 4.0 3.7

(a) Posi-acquisiiion activiiy covering itie time period after October 31, 2010.
(b) Pre-acquisition activiiy covering the time period prior to November 1, 2010.
(c) includes otlier-tlian-iemporary impairment toss orS25 million in 2012.
(d) Includes interest on long-term and short-term debt, as well as amortization of debt diseount. expense and premium - net.
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Exhibit 31(a)

CERTIFICATION

I, WILLIAM H. SPENCE, certify that:

1. 1have reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules I3a-I5(c) and I5d-I5(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and I5d-I5(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which arc 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 I, 2014

pptlOq_3-i4_Rnat As RIed.docx

/s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer

(Principal Executive Officer)
PPL Corporation
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Exhibit 31(b)

CERTIFICATION

I, PAULA. FARR, certify that:

1. I have reviewed this quarterly report on Form 10-Q of FPL 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 ]3a-15(0 and I5d-15(0) 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 1have 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):

o

o

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 I, 2014
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/s/ Paul A. Farr

Paul A. Farr

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 10-Q of PPL Energy Supply, LLC (the "registrant");

o

o

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(c) and 15d-15(e))and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(0 and 15d-15(0) 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 1have disclosed, based on our most recent evaluation of internal eontrol
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 1,2014 /s/ 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:

1. I have reviewed this quarterly report on Form 10-Q of PPL Energy Supply, LLC (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a- 15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(0 and 15d-15(0) 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 F>criod in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: May 1,2014 /s/ Paul A. Farr
Paul A. Farr

Executive Vice President

(Principal Financial Officer)
PPL Energy Supply, LLC
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Exhibit 31(e)

CERTIFICATION

I, GREGORY N. DUDKIN, certify that:

1. 1have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant");

2. Based on my knowledge, this report docs 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(c) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(0 and [5d-15(0) 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 F>eriod in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: May I, 2014

ppllOq_3-14_Hnal As Filed.docx

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(0

CERTIFICATION

I, DENNIS A. URBAN, JR., certify that:

1. 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 slalemcnls, 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 arc responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules I3a-I5(e) and I5d-I5(e)) and internal control over financial reporting
(as defined in Exchange Act Rules I3a-15(0 and I5d-I5(0) 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 1 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, whetheror not material, that involves management or otheremployees who have a significant role in
the registrant's internal control over financial reporting.

Date: May I, 2014
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/s/ Dennis A. Urban, Jr.

Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal Accounting
Officer)
PPL Electric Utilities Corporation
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Exhibit 31(g)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1. 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 docs 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 resjjecl 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 1arc responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(c)and 15d-15(e))and internal control over financial reporting (as
defined in Exchange Act Rules I3a-I5(0 and I5d-I5(0) 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, particularlyduring the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

o

o

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 1, 2014

ppllOq_3-l4_F1nai As Filed.docx

/s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)
LG&E and KU Energy LLC
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Exhibit 31(h)

CERTIFICATION

I. KENT W. BLAKE, certify that:

1. 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 repon;

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 internalcontrol over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) 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, particularlyduring the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Dale: May I, 2014
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/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)
LG&E and KU Energy LLC
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Exhibit 3l{i)

CERTIFICATION

1, VICTOR A. STAFFJERI, certify that:

1. 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 docs 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(0 and I5d-I5(0) for the registrant and have:

a. Designedsuch 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, particularlyduring the period in which this report is
being prepared;

b. Designedsuch 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 eovered 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, summari'/x 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 1, 2014

ppllOq_.t-14_Rnal As Rled.docx

/s/ Victor A. Stafficri

Victor A. Stafficri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)
Louisville Gas and Electric Company

143



o

o

o

Exhibit 3I(j)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1. 1have reviewed this quarterly report on Form lO-Q of Louisville Gas and Electric Company (the "registrant");

2. Based on my knowledge, this report docs 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(c))and internalcontrol over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) 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, particularlyduring the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Dale: May I, 2014

ppllOq_3-l4_Fmal As Filed.docx

/s/ 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 3l(k)

CERTIFICATION

I, VICTOR A. STAFFIERi, certify that:

I. I have reviewed this quarterly reporton Form 10-Q of Kentucky Utilities Company (the "registrant");

o

o

2.

3.

4.

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;

Based on myknowledge, the financial statements, andother financial information included in this report, fairly present in
all material respects the financial condition, results of operationsand cash flows of the registrant as of, and for, the
periods presented in this report;

The registrant's othercertifying officer and 1are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(c) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) for the registrant and have:

a.

c.

d.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, toensure that material information relating to theregistrant, including itsconsolidated
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 causedsuch 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 withgenerallyaccepted accounting
principles;

Evaluated the effectiveness of the registrant's disclosure controlsand procedures and presented in this reportour
conclusions about theeffectiveness of thedisclosure controls and procedures, as of theend of theperiod covered by
this report based on such evaluation; and

Disclosed in this report anychange 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 thecase 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 1 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 I, 2014 /s/ Victor A. Slaffieri

pp)IOq_3-l4_Final As Filcd.docx

Victor A. Stafficri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)
Kentucky Utilities Company
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Exhibil 31(1)

CERTIFICATION

I, KENT W.BLAKE, certify that:

1. I have reviewed this quarterly report on Form 10-Qof Kentucky Utilities Company (the "registrant");

o

o

2.

3.

4.

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;

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;

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(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controlsand procedures, or causedsuch disclosure controlsand 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 thoseentities, 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 providereasonable 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 arc 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 1, 2014

ppllOq_3-i4_Rnai As Filed.docx

/s/ 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 10-O FOR THE QUARTER ENDED MARCH 31. 2014

Inconnection with the quarterly report on Form lO-Q of PPL Corporation (the "Company") for the quarter ended
March 31, 2014, as filed with theSecurities and Exchange Commission on thedate hereof(the "Covered Report"), we,
William H. Spence, the Principal Executive Officerof the Company, and Paul A. Farr, the Principal Financial Officerof 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: May 1,2014 /s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

/s/ Paul A. Farr
Paul A. Farr

Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

A signedoriginal of this written sialemenl required by Section906 has been provided to the Company and will be
retained by theCompany and furnished to the Securitiesand Exchange Commission or its staff upon request.

ppll0q_3-|4_Final As Filed.docx 147



o

O

O

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 ENERGY SUPPLY. LLC'S FORM 10-0 FOR THE QUARTER ENDED MARCH 31, 2014

Inconnection with thequarterly report on Form 10-Q of PPLEnergy Supply, LLC (the "Company") for thequarter
ended March 31, 2014, as filed with theSecurities and Exchange Commission on thedate hereof(the "Covered Report"), we,
David G. DeCampli, the Principal Executive Officerof the Company, and Paul A. Parr, the Principal Financial Officerof 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: May 1,2014 /s/ David G. DeCampli
David G. DeCampli
President

(Principal Executive Officer)
PPL Energy Supply, LLC

/s/ Paul A. Farr

Paul A. Fan-

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 THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FORTHE QUARTER ENDED MARCH 31.

2014

In connection with thequarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the
quarter ended March 31, 2014, 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 Dennis A. Urban, Jr., 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 fullycomplies 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 1,2014 /$/ Gregory N. Dudkin
Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation

/s/ Dennis A. Urban, Jr.

Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal Accounting Officer)
PPL Electric Utilities Corporation

A signedoriginal of this written slalemeni required by Section906 has been provided to theCompanyand 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 LG&E ANDKU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2014

Inconnection with thequarterly report on Form 10-Q of LC&Eand KU Energy LLC (the "Company") for the
quarter ended March 31, 2014, as filed with the Securities and Exchange Commission on the dale 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, asadopted pursuant toSection 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, inall material respects, the financial
condition and results of operations of the Company.

Date: May 1,2014 /s/ Victor A. Staffieri
Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ 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 slalemeni required bySection 906 has been provided to theCompany and will be
retained by theCompany and furnished to theSecurities and Exchange Commission or iis 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 LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FORTHE QUARTER ENDED MARCH 31.

2014

In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for
thequarterended March 31, 2014, as filed with the Securitiesand Exchange Commission on thedate hereof(the "Covered
Report"), we, Victor A. Slaffieri, 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 toSection 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: May 1,2014 /s/ Victor A. Slaffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company

A signedoriginal of this written statementrequired by Section906 has been provided to the Company and will be
retained by the Company and furnished to the Securitiesand Exchange Commission or its staff upon request.
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Exhibit 32(0
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. 2014

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the
quarter ended March 31, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Victor A. Slafficri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial
Officer ofthe Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 ofthe Sarbancs-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: May 1,2014 /s/ Victor A. Slaffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officerand Principal Accounting Officer)
Kentucky Utilities Company

Asigned original of this written statement required bySection 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staffupon request.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-0

|X1 QUARTERLY REPORT PURSUANT TO SECTION I30R 15(d) OFTHESECURITIES EXCHANGE ACT OF
1934 for the quarterly period ended June 30, 2014

OR
I J TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OFTHESECURITIES EXCHANGE ACT OF

1934 for the transition period from to

Commission File

Number

1-11459

1-32944

1-905

333-173665

1-2893

1-3464

ppli0q_6-14_Final As Hied.docx

Registrant; State oflncorporation;
Address and Telephone Number

PPL Corporation
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street

Allentown, PA I8I0I-1179
(610) 774-5151

PPL Energy Supply, LLC
(Exact name of Registrant as specified in its charter)
(Delaware)
Two North Ninth Street

Allentown, PA I8I01-II79
(610) 774-5151

PPL Electric Utilities Corporation
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street

Allentown, PA I8I0I-II79
(610)774-5151

LG&E and KU Energy LLC
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street

Louisville. KY 40202-1377
(502) 627-2000

Louisville Gas and Electric Company
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street

Louisville, KY 40202-1377
(502) 627-2000

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000

IRS Employer
Identification No.

23-2758192

23-3074920

23-0959590

20-0523163

61-0264150

61-0247570
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Indicate bycheck mark whether theregistrants (I) have filed all reports required to be filed bySection 13 or [5(d)of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrants were required
to file such reports), and (2) have been subject to such filing requirements for the past 90 days.

PPL Corporation Yes X No
PPL Energy Supply, LLC Yes No
PPL Electric Utilities Corporation Yes X No
LG&E and KU EnergyLLC Yes X No
Louisville Gas and Electric Company Yes No
Kentucky Utilities Company Yes X No

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

PPL Corporation Yes X No
PPL Energy Supply, LLC Yes X No
PPL Electric Utilities Corporation Yes X No
LG&E and KU Energy LLC Yes X No
Louisville Gas and Electric Company Yes X No
Kentucky Utilities Company Yes X No

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

Large accelerated Accelerated Non-accelerated Smaller reporting
filer filer filer company

PPL Corporation [ X ] | j f ]
PPL Energy Supply, LLC [ ] | ] | X )
PPL Electric Utilities Corporation [ i ' [ ] f X j
LG&E and KU Energy LLC [ j f ] ( X]
Louisville Gas and Electric Company [ j [ ] [ X]
Kentucky Utilities Company [ ] - [ j |X ]

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

PPL Corporation Yes No X
PPL Energy Supply, LLC Yes No X
PPL Electric Utilities Corporation Yes No X
LG&E and KU Energy LLC Yes No X
Louisville Gas and Electric Company Yes No_X
Kentucky Utilities Company Yes No X

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

PPL Corporation Common stock,$0.01 par value, 664,381,143 sharesoutstanding at July 25,
2014.

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

PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held by
PPL Corporation at July 25, 2014.

LG&E and KU Energy LLC PPL Corporation directly holds all of the membership interests in LG&E and
KU Energy LLC.

Louisville Gas and Electric Company Common stock, no par value, 21,294,223 sharesoutstanding and all held by
LG&E and KU Energy LLC at July 25, 2014.

Kentucky Utilities Company Common stock, no par value, 37,817,878 shares outstanding and all held by
LG&E and KU Energy LLC at July 25, 2014.

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 docs not constitute a part of this Form 10-Q.
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FORM 10-Q
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This combined Form lO-Q is separately filed by the following Registrants in their individual capacity: 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 tosubsidiaries of PPL Corporation isalso attributed to PPL
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Energy LLC.
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its subsidiaries

KU' Kentucky Utililics Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission,
distribution and sale of electricity, primarily in Kentucky.

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.

LKE • LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.

LKS - LG&E and KU Services Company, a subsidiary of LKE that provides services to LKE and its subsidiaries.

PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital 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 financing subsidiary of PPL that provides financing 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 engaged in the regulated transmission
and distribution of electricity in its Pennsylvania service area and that provides electricity supply to its 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 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.

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 through its subsidiaries, owns and
operates WPD, PPL's regulated electricity distribution businesses in the U.K.

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 to PPL and its subsidiaries.

PPL Susquehanna - PPLSusquehanna, LLC, a subsidiaryof PPL Generation that owns a nuclear-powered generating
station.

PPL WEM- PPL WEM Holdings Limited, an indirect U.K. subsidiary of PPL Global. PPL WEM indirectly owns both
WPD (East Midlands) and WPD (West Midlands).

PPL WW- PPL WW Holdings Limited, an indirect U.K.subsidiaryof PPL Global. PPL WW Holdings indirectly owns
WPD (South Wales) and WPD (South West).

Registrant(s) • refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the
"Registrants").
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Subsidiary Registrant(s) • Registrants that are direct or indirect wholly owned subsidiaries of PPL: PPL Energy Supply,
PPL Electric, LKE, LG&E and KU.

WPD - refers to PPL WW and PPL WEM and their subsidiaries.

WPD (East Midlands) • Western Power Distribution (East Midlands) pic, a British regional electricity distribution utility
company.

WPDMidlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.

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

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

WPD (West Midlands) • Western Power Distribution (West Midlands) pic, a British regional electricity distribution utility
company.

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

Other terms and abbreviations

£ - British pound sterling.

2010 Equity Unit(s)- a PPLequity unit, issued in June 2010, consisting of a 2010 Purchase Contract and, initially, a 5.0%
undivided beneficial ownership interest in $ 1,(K)0 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 requiring holders to purchase sharesof
PPL common stock on or prior to July 1, 2013.

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,(KX) 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 requiring holders to purchase shares of
PPL common stock on or prior to May 1, 2014.

2013 Form 10-K - Annual Report to the SEC on Form lO-K for the year ended December 31, 2013.

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 2008 that 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 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 financeconstruction
projects of regulated businesses, which is capitalized as part of construction costs.

AOCI - accumulated other comprehensive income or loss.

ARC ' asset retirement obligation.
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Baseload generation - includes theoutput provided by PPL's nuclear, coal, hydroelectric andqualifying facilities.

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

CAIR' the EPA's Clean Air Interstate Rule.

Cane Run Unit 7- a natural gascombined-cycle unit under construction in Kentucky, jointlyowned by LC&E and KU,
which is expected to provide additional electric generating capacity of 640 MW (141 MW and 499 MW to LG&E and KU) in
2015.

COR• Coal Combustion Residuals. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.

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

COBRA • Consolidated Omnibus Budget Reconciliation Act, which provides individuals theoption to temporarily continue
employer group health insurance coverage after termination of employment.

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 certain plant, equipment, property or
facility for the furnishing of utility service to the public.

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.

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

DNO- Distribution Network Operator.

DOJ - U.S. Department of Justice.

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

DPCR5 - Distribution Price Control Review 5, the U.K. live-year rate review period applicable to WPD that commenced
April 1,2010.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.

DSIC - the distribution system improvement charge authorized under Act 11, which is an alternative ratcmaking mechanism
providing more-timely cost recovery of qualifying distribution system capital expenditures.

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 costs and revenues lost by implementing DSM programs and/or incentives designed to provide financial rewards
to the utility for implementing cost-effective DSM programs. The cost of such programs shall be assigned only to the class
or classes of customers which benefit from the programs.

ECR • Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, 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 that apply to coal combustion wastes and by-products from the production of energy from coal.

EEI - Electric Energy, Inc., owns and operates a coal-fired plant and a natural gas facility in southern Illinois. KU's 20%
ownership interest in EEI is accounted for as an equity method investment.
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EPA - Environmental Proicction Agency, a U.S. government agency.

EPS - earnings per share.

Equity Units - refers collectively to the 2011 and 2010 Equity Units.

ERCOT- the Electric Reliability Council of Texas, operator of theelectricity transmission network andelectricity energy
market in most of Texas.

ESOP- Employee Stock Ownership Plan.

FERC • Federal EnergyRegulatory Commission, the U.S. 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
transmission congestion that 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 between two pricing locations, known as source and
sink.

GAAP- Generally Accepted Accounting Principles in the U.S.

GBP - British pound sterling.

GHG • greenhouse gas(es).

GLT- Gas LineTracker. The KPSCapproved LC&E'srecoveryof costs associated withgas service lines, gas risers, leak
mitigation, and gas main replacements. Rate recovery became effective on January 1, 2013.

Green River Unit 5 • a natural gas combined-cycle unit proposed to be built in Kentucky,Jointly owned by LG&E and KU,
which is expected to provide additional electric generating capacity of 700MW (280 MW and 420 MW of LG&E and KU,
respectively).

IBEW• International Brotherhood of Electrical Workers.

If-Converted Method - A method applied to calculate diluted EPS for a company with outstanding convertible debt. The
method is applied as follows: Interest charges (after tax) applicable to the convertible debt arc added back to net income and
the convertible debt is assumed to have been converted to equity at the beginning of the period, and the resulting common
shares are treated as outstanding shares. Both adjustments are made only for purposes of calculating diluted EPS. This
method was applied in 2013 and 2014 to PPL's Equity Units prior to settlement.

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

IRS - Internal Revenue Service, a U.S. government agency.

ISO - Independent System Operator.

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

LIBOR • London Interbank Offered Rate.

LTIIP- Long Term Infrastructure Improvement Plan.

MATS - Mercury and Air Toxics Standards.

MDEQ - Montana Department of Environmental Quality.
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MEIC - Montana Environmental Information 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.

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

MPSC • Montana Public Service Commission.

MW • megawatt, one thousand kilowatts.

MWh - megawatt-hour, one thousand kilowatt-hours.

NOT• PPLSusquehanna's nuclear plant decommissioning trust.

NERC - North American Electric Reliability Corporation.

NGCC • Natural gas-fired combined-cycle generating plant.

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

NPNS - the normal purchases and normal sales exceptionas permitted by derivative accounting rules. Derivatives that
qualify for this exception may receive accrual accounting treatment.

NRC - Nuclear Regulatory Commission, the U.S. federal agency that regulates nuclearpower 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 - thedegree to which emissions reduce the transmission of light and obscure the viewof an object in the
background. There are emission regulations that limit the opacity of power plant slack gas emissions.

OVEC • Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13%
interest (consists of LC&E's 5.63% and KU's 2.50% interests), which is accounted for as a cosl-meihod investment. OVEC
owns and operates two coal-fired power plants, the Kygcr Creek plant in Ohio and the Clifly Creek plant in Indiana, with
combined summer rating capacities of 2, i20 MW.

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

PJM - PJM Interconnection, L.L.C., operator of the electricity transmission network and electricity 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 within its delivery area to retail
customers who have not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E - properly, plant and equipment.

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, which arc components of the 2010
and 2011 Equity Units.
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RAV- rcgulaiory asset value. This lerm, used within the U.K. regulatory environmcni, isalso commonly known as RAB or
regulatory asset base. RAV is based on historical investment costsat lime of privatization, plus subsequent allowed additions
less annual regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory
cost ofcapital. RAV is indexed to Retail Price Index in order to allow for the effects of inflation. Since the beginning of
DPCR5 in April 2010, RAV additions have been based on a percentage of annual totalexpenditures.

RCRA - Resource Conservation and Recovery Act of 1976.

RECs • renewable energy credits.

Regional Transmission Expansion Plan • PJM conducts a long-range Regional Transmission Expansion Planning
process that identifies changes and additions to thegrid necessary to ensure future needs are met for both thereliability and
theeconomic performance of the grid. Under PJM agreements, transmission ownersare obligated to build transmission
projects assigned to them by the PJM Board.

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

RFC • ReliabilityF/m Corporation, oneof eight regional entities with delegated authority from NERC that work to
safeguard the reliability of the bulk power systems throughout North America.

RIIO-ED1 - RIIO represents "Revenues = Incentive + Innovation + Outputs - Electricity Distribution." RIIO-ED1 refers to
the initial eight-year rate review period applicable to WPD commencing April I, 2015.

Riverstone • Riverstone Holdings LLC, a Delaware limited liability company and ultimate parent company of theentities
that own the electricity generating assets to be contributed to Talen Energy other than thoseassets to be contributed by virtue
of the spinoff of PPL Energy Supply.

RJS Power - RJS Power Holdings LLC, a Delaware limited liability company controlled by Riverstone, currently expected
to hold the competitive generation assets to be contributed to Talen Energy other than those assets to be contributed by virtue
of the spinoff of PPL Energy Supply.

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.

Scrubber • an air pollution control device thatcan remove particulates and/or gases (primarily sulfurdioxide) from exhaust
gases.

SEC - the U.S. Securities and Exchange Commission, a U.S. government agency primarily responsible to protect investors
and maintain the integrity of the securities markets.

SERC - SERC Reliability Corporation, one of eight regional entities withdelegated authority from NERC that work to
safeguard the reliability of the bulk power systems throughout North America.

SIFMA Index - the Securities Industryand 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 has the potential to
strengthen network reliability.

SNCR • selective non-catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gases
using ammonia.
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spark Spread-a measure ofgross margin represeniing ihe price ofpower on a per MWh basis less the equivalent measure
ofthe natural gas cost to produce that power. This measure is used to describe the gross margin ofPPL and its subsidiaries'
competitive natural gas-fired generating fleet. This term is also used to describea derivative contract in which PPL and its
subsidiaries sell power and buy natural gas on a forward basis in the same contract.

Superfund- federal environmental statute that addresses remediation ofcontaminated sites; states also have similar statutes.

Talen Energy - Talcn Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner
of thecompetitive generation assets of PPLEnergy Supply and certain affiliates of Riverstone.

TC2 • Trimble County Unit 2, a coal-fired plant located in Kentucky with a net summer capacity of732 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 ofthe capacity.

Tolling apreemenf- agreement whereby the owner ofan electricity 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.

Treasury Stock Method • Amethod applied to calculate diluted EPS that assumes any proceeds that could be obtained
upon exercise ofoptions and warrants (and their equivalents) would be used to purchase common stock at the average market
price during the relevant period.

VaR • value-at-risk, astatistical model that attempts to estimate the value ofpotential loss over agiven holding period under
normal market conditions at a given confidence level.

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 stale agency that has jurisdiction over the regulation ofVirginia
corporations, including utilities.
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FORWARD-LOOKING INFORMATION

Siaiemcnis contained in this Form lO-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or
performance and underlying assumptions and other statements that arc other than statements of historical fact are "forward-
looking statements" within the meaning ofthe 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
2013 Form lO-K and in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations" in thisForm lO-Q, the following are among the important factors that could cause actual results todiffer
materially from the forward-looking statements.

fuel supply cost and availability;
continuing ability to recover fuel costsandenvironmental expenditures ina 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 ofand 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 ofclimate change;
collective labor bargaining negotiations;
the outcome of litigation against the Registrants and their subsidiaries;
potential effects of threatened or actual terrorism, war or otherhostilities, cyber-based intrusions or natural disasters;
the commitments and liabilities of the Registrants and their subsidiaries;
volatility in market demandand prices forenergy, capacity, transmission services, emissionallowances 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 capitalor credit, changes in interest rates and certaineconomic
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 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, 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 andother requirements and the related costsof compliance,
including environmental capita! expenditures, emission allowance costs and otherexpenses;
legal, regulatory, political, market or other reactions to the 2011 incident at the nucleargenerating facility at Fukushima,
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 or revenue filings by PPL Electric, LG&E, KU or WPD;
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, including the PPL Energy Supply spinoff transaction with Riverstone and the
anticipated formation of Talen Energyand our ability to realize expected benefits from such business transactions.
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Any such forward-looking staiemenis 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 lime, and it is not possible for the Registrants to predict all such factors, or the extent to which any such factor
orcombination of factors may cause actual results to differ from those contained in any forward-looking statement. Any
forward-looking statement speaks only asof 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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PARTI. FINANCIAL INFORMATION

ITEM 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Corporation and Subsidiaries
(Unaudi(cd)

(MHIioiu ofDollars, e-wepi share data)

Three Months Ended Six Months Ended

June 30, June30,
2014 2013 2014 2013

Operating Revenues
Utility $ 1,830 $ 1,655 $ 3,992 $ 3,605
Unregulated wholesale energy 591 |.40l (838) 1,544
Unregulated retail energy 280 257 629 494
Energy-related businesses 173 137 314 264
Total Operating Revenues 2,874" 3.4^ 4,097 5.907

Operating Expenses
Operation

Fuel 491 441 1,249 970
Energy purchases 351 |.05l (1,143) 1,108
Other operation and maintenance 741 698 1,438 1.374

Depreciation 312 286 617 570
Taxes, other than income 93 86 197 182
Energy-related businesses 168 130 306 252
Total Operating Expenses 2,156 2,692 2,664 4.456

Operating Income 718 758 1,433 1.451

Other Income (Expense) - net (82) 13 (105) 135

Interest Expense 258 258 522 509

Income from Continuing Operations Before Income Taxes 378 513 806 1.077

Income Taxes 149 109 261 260
Income from Continuing Operations After Income Taxes 229 404 545 817

Income (Loss) from Discontinued Operations (net of income taxes) I 1

Net Income Attributable to PPLShareowners $ 229 $ 405 $ 545 $ 818
Amounts Attributable to PPL Shareowners:

Income from Continuing Operations After Income Taxes $ 229 $ 404 $ 545 $ 817
Income (Loss) from Discontinued Operations (net of income taxes) I I
Net Income $ 229" $ 405" $ 545" $ 818"

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

Basic $ 0.35 $ 0.68 $ 0.84 $ 1.39
Diluted $ 0.34 $ 0.63 $ 0.83 $ 1.28

Net Income Available to PPL Common Shareowners:

Basic $ 0.35 $ 0.68 $ 0.84 $ 1.39
Diluted $ 0.34 $ 0.63 $ 0.83 $ 1.28

Dividends Declared Per Share of Common Stock $ 0.3725 $ 0.3675 $ 0.7450 $ 0.7350

Weighted-Average Shares of Common Stock Outstanding (in thousands)
Basic 653,132 589.834 642,002 586.683
Diluted 665,792 664.615 664,927 661,263

Theaccoiii/xiiiying Noies10CondensedFinancial Sialemenisare an integral jwrt of thefinancial stuiemenls.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
{Millions ofDollars)

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

benefit:

Foreign currency translation adjustments, net of tax of $5, ($ I), $6, ($7).
Available-for-sale securities, net of tax of ($15), ($2), ($21), ($27)
Qualifying derivatives, net of tax of $4, ($23), $29, ($43)
Defined benefit plans:

Net actuarial gain (loss), net of tax of $2, $0, $2, $0
Reclassifications from AGO - (gains) losses, net of tax expense (benefit):

Availablc-for-salc securities, net of tax of $1, $0, $2, $1
Qualifying derivatives, net of lax of $5, $22, $1, $57
Defined benefit plans:

Prior service costs, net of tax of ($ 1), ($ I), ($2), ($2) ;
Net actuarial loss, net of tax of ($8), ($12), ($17), ($25)

Total other comprehensive income (loss) attributable to PPL
Shareowners

Comprehensive income (loss) attributable to PPL Shareowners

Three Months Ended

June 30,
Six Months Ended

June 30,
2014 2013 2014 2013

$ 229 $; 405 1i 545 3; 818

(3) (7) 128 (252)
14 2 19 25

(1) 24 (47) 86

(2) (2)

(1) (1) (2) (2)
(5) (36) 14 (116)

1 2 2 3

28 34 55 68

31 18 167 (188)

$ 260 S; 423 S1 712 3; 630

Theucam^)anyin}i Notesto CondensedFinundut Staieinenisare an inief'ral part of thefiiuincial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries
(Unaudi(ed)
(MiUinnsofOollcirs)

Six Months Ended June 30,
2014 2013

Cash Flows from Operating Activities
$ 545 j g,g

Adjusuncnts to reconcile net income to net cash provided by operating activities
Depreciation
Amortization 212 ||^
Defined benefit plans - expense 59 91
Deferred income taxes and investment lax credits I33 291
Unrealized (gains) losses on derivatives, and other hedging activities 301 (11)
Adjustment to WPD line loss accrual 55 24

51 26
Change in current assets and current liabilities

Accounts receivable ^73^ |̂ gg^
Accounts payable ^99^ ^75^
Unbilled revenues 2^1 144
Fuel, materials and supplies 52 29
Prepayments (35)
Counterparty collateral q5j
Taxes payable 52 |2g
Uncenain tax positions ^gg^
Accrued interest (107) (119)

(82) (142)
Other operating activities

Defined benefit plans - funding (218) (468)
Other assets 2 (64)
Other liabilities ^ 4

Net cash provided byoperating activities ] 583 9^
Cash Flows from Investing Activities

Expenditures for propeny. plant and equipment (1^54) (1,797)
Expenditures for intangible assets (48^ (40)
Purchases ofnuclear plant decommissioning trust investments (73) (66)
Proceeds from thesale of nuclear plant decommissioning trust investments 65 59
Proceeds from the receipt of grants 56 4
Net (increase) decrease in restricted cash and cash equivalents (251) (17)
Other investing activities 2 23

Net cash provided by(used in) investing activities (2,103) (T!834)
Cash Flows from Financing Activities

Issuance of long-term debt 296 450
Retirement oflong-term debt (239) (9)
Repurchase ofcommon stock (28)
Issuance of commonstock 1 017 259
Payment ofcommon stock dividends (470) (426)
Contract adjustment payments (2i) (48)
Net increase (decrease) in short-term debt 107 563
Other financing activities (19) (51)

Netcash providedby (used in) financing activities 671 tTcT
Effect of Exchange Rates on Cash and Cash Equivalents 16 (13)
Net Increase (Decrease) in Cash and Cash Equivalents 167 (190)
Cash and Cash Equivalents at Beginning of Period 1,102 901
Cash and Cash Equivalents at End ofPeriod $ 1^269 $ tTT

The accompanyinf! Notes toCondensed Financial Statements are an integral pan of thefinancial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
(Millinns ofDollars, .shares in thousands)

Assets

Current Assets

Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable (less reserve; 2014. $47; 2013, $64)

Customer
Other

Unbilled revenues
Fuel, materials and supplies
Prepayments
Deferred income taxes
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

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

Other Noncurrent Assets

Regulatory assets
Goodwill
Other intangibles
Price risk management assets
Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

June 30, December 31,
2014 2013

$ 1,269 $ 1,102
332 83

981 923

115 97

680 835

651 702

160 153

317 246

954 942

29 33

49 37

5,537 5,153

911 864

39 43

950 907

29,473 27,755
5,291 4,873

24,182 22,882

11,858 11,881
624 591

864 834

6,294 6,172

7,052 7,134

3,197 3,071

34,431 33,087

1,242 1,246
4,301 4,225

952 947

423 337

357 357

7,275 7,112

$ 48,193 $ 46,259

Theaccompanying Notes to CondensedFinancial Statementsare an iniegnd pan of thefoumcial .siaiement.s.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Corporation and Subsidiaries
(Unaudited)
{MiUioivi r>f Dollars, shares in lliousands)

June 30, December 31,
2014 2013

Liabilities and Equity

Current Liabilities

Shorl-lcrnulcbt $ go8 $ 701
Long-term debt due within one year 304 315
Accounts payable 1,178 1,308
T'axes 124 114
Interest 223 325
Dividends 248 232
Price risk management liabilities 1,259 829
Regulatory liabilities 82 90
Other current liabilities 93O 993
Total Current Liabilities 5,156 4,912

Long-term Debt 20,819 20,592

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 4,261 3,928
Investment lax credits 278 342
Price risk management liabilities 498 4I5
Accrued pensionobligations 1,080 1,286
Asset retirement obligations 712 687
Regulatory liabilities 1,026 1,048
Other deferred credits and noncurrent liabilities 628 583
Total Deferred Creditsand Other Noncurrent Liabilities 8,483 8,289

Commitments and Contingent Liabilities (Notes 6 and 10)

Equity
Common stock - SO.Ol par value (a) 7 6
Additional paid-in capital 9,358 8,316
Earnings reinvested 5,768 5,709
Accumulated other comprehensive loss (1,398) (1,565)

Total Equity 13,735 12,466

Total Liabilities and Equity $ 48,193 $ 46.259

(a) 780.000 stiarcsau(tiori/xd;664.018and 6.10..121 shairs is.sucd and ouisiandingai June 30. 2014 and l>;cember31. 2013.

Theaccampanyinf'Notes to CondensedFinancial Statementsare an intef{ral jxtrt of thefinancial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Unaudi(cd)
(Millions ofDollars)

PPL Shareowners

Common

.stock Accumulated

shurcs Additional other Non-

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

March 31, 2014 631,417 ;5 6 :B 8,352 3; 5,788 $ (1,429) <B 12,717
Common stock issueid (b) 32,601 1 997 998
Stock-based compensation (c) 9 9
Net income 229 229
Dividends and dividend

equivalents (d) (249) (249)
Other comprehensive

income (loss) 31 31
June 30, 2014 664,018 ;$ 7 !E 9,358 3; 5,768 $ (1,398) <B 13,735

December 31, 2013 630,321 :5 6 ;B 8,316 3; 5,709 $ (1,565) <B 12,466
Common stock issued (b) 33,697 1 1,027 1,028
Stock-based compensation (c) 15 15
Net income 545 545
Dividends and dividend

equivalents (d) (486) (486)
Other comprehensive

income (loss) 167 167

June 30, 2014 664.018 :s 7 :E 9,358 3; 5,768 $ (1,398) <B 13,735

March 31, 2013 583,214 :% 6 !B 6,988 3; 5,676 $ (2,146) :E 18 3B 10,542
Common stock issued (b) 9,338 245 245
Common stock repurchased (930) (28) (28)
Cash settlement of equity forward

agreements (13) (13)
Stock-based compensation (c) 3 3
Net income 405 405
Dividends and dividend

equivalents (d) (218) (218)
Other comprehensive

income (loss) 18 18

June 30, 2013 591,622 ;s 6 :B 7,195 3; 5.863 $ (2,128) !B 18 3B 10,954

December 31, 2012 581,944 ;S 6 :B 6,936 3; 5,478 $ (1,940) :B 18 3B 10,498
Common stock issued (b) 10,608 282 282
Common slock repurchased (930) (28) (28)
Cash settlement of equity forward

agreements (13) (13)
Stock-based compensation (c) 18 18

Net income 818 818

Dividends and dividend

equivalents (d) (433) (433)
Other comprehensive

income (loss) (188) (188)
June 30,2013 591,622 :$ 6 :B 7,195 3B 5,863 $ (2,128) :S 18 :B 10,954

(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 2014 periods include the May

issuance of shares of common stock to settle the 2011 Purchase Contracts. Sec Note 7 for additional information. The 2013 periods include the April
i.s.suancc of shares of common stock to settle the forward sales agreements.

(c) The three and six months ended June 30. 2014 include $12 million and S39 million and the three and six months ended June 30. 2013 include $8
million and S36 million of stock-based compensation expense related to new and existing unvested equity awards. The three and six months ended
June 30. 2014 include $(3) million and S(24) million and the three and six months ended June 30. 2013 include S(5) million and S{I8) 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 adjusttiKnts related to stock-based compensation.

(d) Includes dividends and dividend equivalents on PPL common stock and restricted stock units.

The (tcconifHiiiying Notes to Condensed Financial Statements are an integral /Hirt of thefiiuincial statements.

ppllOq_6-l4_Rnal As Filed.docx



o

o

O

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

{Millions <ifDollars)

Three Months Ended Six Months Ended

June 30, June 30,
2014 2013 2014 2013

Operating Revenues
Unregulated wholesale energy $ 591 $ 1,401 $ (838)$ 1,544
Unregulated wholesale energy to affiliate 21 12 48 26
Unregulated retail energy 281 257 632 495
Energy-related businesses 155 122 280 235
Total Operating Revenues 1,048 1,792" 122 2,300

Operating Expenses
Operation

Fuel 259 224 741 522
Energy purchases 203 898 (1,601) 699
Other operation and maintenance 296 270 554 505

Depreciation 82 79 162 157
Taxes, other than income 16 16 37 33
Energy-related businesses 155 118 279 228
Total Operating Expenses 1,011 1,605 172 2.144

Operating Income (Loss) 37 187 (50) 156

Other Income (Expense) - net 8 12 14 16

Interest Expense ^ 46 69 92

Income (Loss) Before Income Taxes 10 153 (105) 80

Income Taxes (^ 67 (^ ^

Net Income (Loss) Attributable to PPL Energy Supply Member.... $ 13 $ ^ $ (53) $ 48

The accompanying Nines to Condensed Financial Siaiemenis are an iniegral part of thefinancial siaiemenis.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended Six Months Ended

June 30, June 30,
2014 2013 2014 2013

Net Income(loss) $ 13 S 86 $ (53)$ 48

Other comprehensive income (loss):
Amoums arising during ihc period - gains (losses), net of lax (expense)

benefit:

Availablc-for-sale securities, net of tax of ($15), ($2), ($21), ($27) 14 2 19 25
Reclassifications from AOCI - (gains) losses, net of lax expense (benefit):

Available-for-sale securities, netof tax of $1, $0, $2, $1 (1) (1) (2) (2)
Qualifying derivatives, net of lax of $5, $23, $9, $44 (8) (37) (13) (67)
Defined benefit plans:
Prior service costs, net of tax of $0, $0, ($!),($!) 1 1 2
Net actuarial loss, net of tax of ($ I), ($3), ($2), ($5) 2 4 3 8

Total other comprehensive income (loss) attributable to
PPL Energy Supply Member 7 (31) 8 (34)

Comprehensive income (loss) attributable to PPL Energy
Supply Member $ 20 S ^ $ (45) $ l£

Theaccompanying Notes to CondensedFinancial Siaiemenisare an iniegrtilpan of thefinancial siaieinents.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Energy Supply, LLC and Subsidiaries
(Unaudilcd)
(Millions of Dollars)

Cash Flows from Operating Activities
Nci income (loss)
Adjustments to reconcile net income (loss) to net cash provided by operating activities

Depreciation
Amortization

Defined benefit plans - expense
Dcrerrcd income taxes and investment tax credits

Impairment of assets
Unrealized (gains) losses on derivatives, and other hedging activities
Other

Change in current assets and current liabilities
Accounts receivable

Accounts payable
Unbilled revenues

Prepayments
Counterparty collateral
Price risk management assets and liabilities
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
Expenditures for intangible assets
Purchases of nuclear plant decommissioning trust investments
Proceeds from the sale of nuclear plant decommissioning trust investments
Proceeds from the receipt of grants
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
Contributions from member

Distributions to member

Net increase (decrease) in short-term debt
Other financing activities

Net cash provided by (used in) financing 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

Six Months Ended June 30,

2014 2013

$ (53) $ 48

162 157

77 71

32 26

(120) 98

18

232 91

10 5

25 6

(55) (62)

67 96

(16) (67)
(15) (61)
(33) (2)
(20) (15)

(32) (106)

(1) (38)
12 (20)

290 227

(176) (241)
(24) (23)
(73) (66)
65 59

56 3

(258) (24)
7 10

(403) (282)

730 105

(914) (408)
324 219

(2) (9)

138 (93)

25 (148)

239 413

$ 264 $ 265

The aca>njpanyin){ Notes to Condensed Financial Sluiemenis are an inlenral pan ofthe financial slaleincnis.
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CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Assets

Current Assets

Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable (less reserve; 2014, $2; 2013, $21)

Customer

Other

Accounts receivable from affiliates

Unbilled revenues

Fuel, materials and supplies
Prepayments
Deferred income taxes

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 properly, 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

Other Noncurrent Assets

Goodwill

Other intangibles
Price risk management assets
Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

June 30, December 31,
2014 2013

$ 264 $ 239

326 68

206 233

102 97

42 45

219 286

349 358

36 20

105

954 860

31 27

2,634 2,233

911 864

34 37

945 901

11,866 11,891

624 591

291 288

6,139 6,046

6,642 6,724

386 450

7,028 7,174

86 86

267 266

420 328

79 86

852 766

$ 11,459 $ 11,074

Theuccotnpanyiiig Notes to CondensedFinancial Staiemenisare an iniegrcdpart of thefinancial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

June 30, December 31,
2014 2013

Liabilities and Equity

Current Liabilities

Short-term debt $ 324
Long-term debt due within one year 304 $ 304
Accounts payable 309 393
Accounts payable to affiliates 2 4
Taxes 30 31

Interest 22 22

Price risk management liabilities 1,133 750
Other current liabilities 229 278

Total Current Liabilities 2^53 1,782

Long-term Debt 2,219 2,221

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 1,183 1,114
Investment tax credits 144 205

Price risk management liabilities 347 320
Accrued pension obligations 104 111
Asset retirement obligations 406 393
Other deferred credits and noncurrent liabilities 134 130
Total Deferred Credits and Other Noncurrent Liabilities 2,318 2,273

Commitments and Contingent Liabilities (Note 10)

Member's Equity 4,569 4,798

Total Liabilities and Equity $ 11,459 $ 11,074

The acconii)anying Notes to Condensed Financial Statements are an integral part of thefinancial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Energy Supply, LLC and Subsidiaries
(Unaudi(cd)
(Millidiis ofDollars)

Non-

Member's controlling
equity interests Total

March 31,2014 $ 4,079 $ 4,079
Net income (loss) 13 13
Other comprehensive income (loss) 7 7
Contributions from member 730 730

Distributions (260) (260)
June 30,2014 $ 4,569 $ 4,569

December 31,2013 $ 4,798 $ 4,798
Net income (loss) (53) (53)
Other comprehensive income (loss) 8 8
Contributions from member 730 730

Distributions (914) (914)
June30,2014 $ 4,569 _____ $ 4,569

March 31,2013 $ 3,476 $ 18 $ 3,494
Net income 86 86

Other comprehensive income (loss) (31) (31)
Contributions from member 105 105

Distributions (95) (95)
June 30,2013 $ 3,54T" $ Is" $ 3,55^

December 31,2012 $ 3,830 $ 18 $ 3,848
Net income 48 48

Other comprehensive income (loss) (34) (34)
Contributions from member 105 105

Distributions (408) (408)
June 30,2013 $ 3,541 $ 18 $ 3,559

The accoinpunyitif' Noies to Condensed Financial Siaiemenis are an integral part ofthe fiiwncial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudilcd)

(Millions of Dollars)

Three Months Ended Six Months Ended

June 30, June 30,
2014 2013 2014 2013

Operating Revenues $ 449 $ 414 $ 1,041 $ 927

Operating Expenses
Operation

Energy purchases 114 120 303 292
Energy purchases from affiliate 21 12 48 26
Other operation and maintenance 135 124 269 257

Depreciation 45 44 90 87
Taxes, other than income 23 22 55 52
Total Operating Expenses 3^ 322* 765" 714'

Operating Income ]|] 92 276 213

Other Income (Expense) - net 12 3 3

Interest Expense 29 25 58 50

Income Before Income Taxes 83 69 221 166

Income Taxes 31 24 84 57

Net Income (a) $ 52 $ 4^ $ 137 $ 109

(a) Nci income approximates comprehensive income.

Theaccompanying Notesto Condensed FinancialSiaieinenis are an iniegndpart of thefinancial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Electric Utilities Corporation and Subsidiaries
(Unaudilcd)
(Million of Dollars)

Cash Flows from Operating Activities
Net income

Adjusimenis to reconcile net income to net cash provided by operating activities
Depreciation
Amortization

Defined benefit plans - expense
Deferred income taxes and investment tax credits

Other

Change in current assets and current liabilities
Accounts receivable

Accounts payable
Unbilled revenues

Prepayments
Taxes payable
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
Expenditures for intangible assets
Net (increase) decrease in notes receivable from affiliates
Other investing activities

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Contributions from parent
Payment of common stock dividends to parent
Net increase (decrease) in short-term debt
Other financing activities

Net cash provided by (used in) financing activities

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

Six Months Ended

June 30,

2014 2013

$ 137 $ 109

90 87

9 10

11 10

44 81

(17) (5)

(80) (56)
(33) (37)

34 36

(40) (18)
8 18

2 (38)

(19) (88)
5

(3) 6

148 115

(436) (451)
(22) (13)
150

13 9

(295) (455)

296

(10)
95 205

(87) (66)
(20) 85

(3)
271 224

124 (116)
25 140

$ 149 $ 24

The accompanyiiif' Notes to Condensed Fiiuindal Siaieinenis are an integral pan ofthefinancial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions of Dollars, .shares in iliou.uinds)

Assets

June 30,
2014

Current Assets

Cash and cash equivalents $ 149 !
Accounts receivable (less reserve: 2014, $17; 2013, $18)

Customer 361

Other 8

Accounts receivable from affiliates 4

Notes receivable from affiliate

Unbilled revenues 82

Materials and supplies 35
Prepayments 51
Deferred income taxes 84

Other current assets 13
Tola! Current Assets 787

Property, Plant and Equipment

Regulated utility plant 7,168
Less: accumulated depreciation - regulated utility plant 2,488

Regulated utility plant, net 4,680
Other, net 2
Construction work in progress 744
Property, Plantand Equipment, net 5,426

Other Noncurrent Assets

Regulatory assets 771
Intangibles 233
Other noncurrent assets ^
Total Other Noncurrent Assets 1,039

Total Assets $ 7,252

Theaccompanyini; Notesto Conden.ted Financial Staietnentsare an inie}>ral part of thefuuincial statements.
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December 31,
2013

25

284

5

4

150

116

35

40

85

22

766

6,886
2,417

4,469

2

591

5,062

772

21!

35

1,018

6,846
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Million.'! of Dollar.'!, sluircs in ihou.^and.i)

Liabilities and Equity

Current Liabilities

Short-term debt

Long term debt due within one year
Accounts payable
Accounts payable to arfiliatcs
Taxes

interest

Regulatory liabilities
Other current liabilities

Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes

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)

Stockholder's Equity
Common slock - no par value (a)
Additional paid-in capital
Earnings reinvested
Total Equity

June 30, December 31,

2014 2013

$ 20

10

$ 292 295

50 57

15 51

34 34

72 76

75 82

538 625

2,602 2,305

1,463 1,399

85 96

12 15

58 57

1,618 1,567

364 364

1,435 1,340

695 645

2,494 2,349

$ 7,252 $ 6,846

(a) 170.(XX) sharesauthorized;66.368shares issued and outstandingat June 30. 2014 and Dcccmtxr 31. 2013.

The accompanvinf' Noie.! lo Conden.<:ed Financial Slaieineni.': are an integral part of thefinancial.!iatement.\.
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CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY

PPL Electric Utilities Corporation and Subsidiaries
(Unaudiicd)
(Millums (if Dollars)

Common

stock

shares Additional

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

March 31,2014 66,368 $ 364 S 1,405 $ 698
Ncl income 52

Capilal contribuiions from PPL 30
Cash dividends declared on common slock (55)
June 30,2014 66,368 $ 364 $ 1,435 $ 695

December 31,2013 66,368 $ 364 $ 1,340 $ 645
Nel income 137

Capilal comribuiions from PPL 95
Cash dividends declared on common Slock (87)
June 30,2014 66,368 $ 364 $ 1,435 $ 695

March 31,2013 66,368 $ 364 S 1,195 $ 602
Nel income 45

Capilal contribuiions from PPL 145
Cashdividends declared on common Slock (41)
June 30,2013 66,368 $ 364 $ 1,340 $ 606

December 31,2012 66,368 $ 364 $ 1,135 $ 563
Nel income 109

Capital contribuiions from PPL 205
Cash dividends declared on common stock (66)
June 30,2013 66,368 $ 364 $ 1,340 $ 606

(a) Shares in (housands. All common shares of PPL Eleciric siock arc owned by PPL.

The accompanyin)^ Notes to Condensed Financial Statements are an integral pan of thefinancial statements.
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Total

$ 2,467
52

30

(55)

$ 2,494

$ 2,349
137

95

(87)
$ 2,494

$ 2,161
45

145

(41)
$ 2,310

$ 2,062
109

205

(66)

$ 2,310
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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

June 30, June 30,
2014 2013 2014 2013

Operating Revenues $ 722 $ 682 $ 1,656 $ 1,482

Operating Expenses
Operation

Fuel 231 216 508 447

Energy purchases 36 37 160 123
Other opcraiion and maintenance 206 197 412 394

Depreciation 87 83 173 165
Taxes, other than income 13 12 26 24

Total Operating Expenses 573 545 1,279 1,153

Operating income 149 137 377 329

Other Income (Expense) - net (2) (4) (2)

Interest Expense 41 36 83 73

Interest Expense with Affiliate I I_

Income from Continuing Operations Before Income Taxes 106 100 290 253

Income Taxes 41 37 110 94

Income from Continuing Operations After Income Taxes 65 63 180 159

Income (Loss) from Discontinued Operations (net of income taxes) I 1

Net Income (a) $ 65 $ 64 $ 180 S 160

(a) Net income approximates comprehensive income.

The accomptinyin}; Notes to Condensed Financial Statements are an inte^rxil part of thefiiuincial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Six Months Ended June 30,
2014 2013

Cash Flows from Operating Activities
Nci income $ 180 $ 160
Adjustmcnis to reconcile net income to netcash provided by operating activities

Depreciation 173 165
Amortization 12 14
Defined benefit plans - expense 12 27
Deferred income taxes and investment lax credits 149 95
Other 1 (6)

Change in current assets and current liabilities
Accounts receivable (24) (62)
Accounts payable (5) 36
Accounts payable to affiliates (2)
Unbilled revenues 27 (2)
Fuel, materials and supplies 43 25
Taxes payable (10)
Other 1 2

Other operating activities
Defined benefit plans - funding (40) (156)
Other assets (3) (3)
Other liabilities ^ ^

Net cash provided byoperating activities 516 297
Cash Flows from Investing Activities

Expenditures for property, plant and equipment (556) (579)
Net (increase) decrease in notes receivable from affiliates 54
Net (increase) decrease in restricted cash and cash equivalents 1 10
Other investing activities

Net cash provided by (used in) investing activities (501) (568)
Cash Flows from Financing Activities

Net increase (decrease) in notes payable with affiliates 47
Net increase (decrease) in short-term debt 75 127
Distributions to member (221) (69)
Contributions from member 119 146

Net cash provided by (used in) financing activities (27) 251
Net Increase (Decrease) in Cash and Cash Equivalents (12) (20)
Cash and Cash Equivalents at Beginning of Period ^ 43
Cash and Cash Equivalents at End of Period

Theaccompanying Notes to Condensed FinancialStatements are an integraliHirt of thefinancial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS

LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(MillioiuofDollars)

Assets

Current Assets

Cash and cash equivalenis $
Accounts receivable (less reserve: 2014, $26; 2013, $22)

Customer

Other

Unbilled revenues

Fuel, materials and supplies
Prepayments
Notes receivable from affiliates

Deferred income taxes

Regulatory assets
Othercurrent 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, Plantand Equipment, net

Other Noncurrent Assets

Regulatory assets
Goodwill

Other intangibles
Other noncurrent assets
Total Other Noncurrent Assets

Total Assets $

June 30,
2014

December 31,
2013

23 $ 35

238 224

23 20

153 180

235 278

27 21

16 70

108 159

27 27

4 3

854 1,017

9,036
922

8,114
3

1,809

9,926

471

996

197

101

1,765

12,545 $

8,526
778

7,748

3

1,793

9,544

474

996

221

98

1,789

12,350

The accoiiipanying Notes to Condensed Financial Statements are an intef^ral pan of thefinancial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millioius of Dollars)

Liabilities and Equity

June 30,
2014

Current Liabilities

Short-term debt $ 320
Accounts payable 335
Accounts payable to affiliates 1
Customerdeposits 50
Taxes 29
Price risk management liabilities 4
Regulatory liabilities 10
Interest 23
Othercurrent liabilities 121
Total Current Liabilities 893

Long-term Debt 4,566

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 1,065
Investment tax credits 133

Accrued pension obligations 114
Asset retirement obligations 255
Regulatory liabilities 1,014
Price risk management liabilities 38
Other deferred credits and noncurrent liabilities 242
Total Deferred Creditsand Other Noncurrent Liabilities 2,861

Commitments and Contingent Liabilities (Notes 6 and 10)

Member's equity 4,225

Total Liabilities and Equity $ 12,545

Theaccottipanyiitf' Notesto CondensedFinancial Staienienisare an integral part of thefinancial statements.
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December 31,
2013

245

346

3

50

39

4

14

23

835

4,565

965

135

152

245

1,033
32

238

2,800

4,150

12,350
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaucliied)
(Millioiu (if Dollars)

Member's

Equity

March 31,2014 $ 4,200
Nci income 65
Coniribulions from member 79
Distributions to member (117)
Other comprehensive income (loss) ^
June 30, 2014 $ 4,225

December 31,2013 $ 4,150
Net income 180

Contributions from member 119
Distributions to member (221)
Other comprehensive income (loss) ^
June 30, 2014 $ 4,225

March 31,2013 S 3,952
Net income 64

Contributions from member 71

Distributions to member (65)
June 30, 2013 $ 4,022

December 31, 2012 $ 3,786
Net income 160

Contributions from member 146

Distributions to member (69)
Othercomprehensive income (loss) ^
June 30, 2013 $ 4,022

The accompanying Notes to Condensed Financial Slalemenis are an integral part of thefinancial siaieinenis.
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CONDENSED STATEMENTS OF INCOME

Louisville Gas and Electric Company
(Unaudi(cd)

(MiUions ofDollars)

Operating Revenues
Retail and wholesale

Electric revenue from affiliate

Total Operating Revenues

Operating Expenses
Operation

Fuel

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

Income Taxes

Net Income (a)

Three Months Ended Six Months Ended

June 30, June 30,

2014 2013 2014 2013

$ 320 $ 302 $ 762 $ 671

24 14 61 35

344 316 823 706

104 88 221 184

29 31 147 111

2 3 8 4

94 94 192 185

39 37 77 73

7 6 13 12

275 259 658 569

69 57 165 137

(1) (1) (3) (2)

12 10 24 20

56 46 138 115

21 17 51 42

$ 35 3; 29 $ 87 $ 73

(a) Ncl income equals comprehensive income.

The acconipaitying Notes to Condensed Fi/uincial Staientenis are an integral part of thefinancial statements.
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CONDENSED STATEMENTS OF CASH FLOWS

Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars}

Six Months Ended June 30,

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

Depreciation
Amortization

Defined 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
Taxes payable
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 (increase) decrease in restricted cash and cash equivalents _

Net cash provided by (used in) investing activities
Cash Flows from Financing Activities

Net increase (decrease) in short-term debt
Payment of common stock dividends to parent
Contributions from 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 _
Cash and Cash Equivalents at End of Period $

2014 2013

87 $ 73

77 73

6 6

5 9

20 21

(4)

(25) (9)
(5) 13

(4) (2)
19 2

44 25

2 12

(4) 6

(10) (44)

(2) (I)
(4) 2

202

(249)
1_

(248)

50

(60)
53

43

(3)
^
5

186

(236)
10

(226)

25

(48)
54

31

(9)
22

13

The accompanying Notes to Condensed Financial Statements are an integral part of thefiiuincial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudi(cd)
(Millions of Dollars, .^luiresin thousands)

Assets

June 30,
2014

Current Assets

Cash and cash equivalenls $ 5 3
Accounts receivable (less reserve: 2014, $2; 2013, $2)

Customer 102
Other 14

Unbilled revenues 66
Accounts receivable from affiliates 17

Fuel, materials and supplies 110
Prepayments 9
Regulatory assets 24
Othercurrent assets ^
Total Current Assets 350

Property, Plant and Equipment

Regulated utility plant 3,564
Less: accumulated depreciation - regulated utility plant 397

Regulated utility plant, net 3,167
Construction work in progress 750
Property, Plant and Equipment, net 3,917

Other Noncurrent Assets

Regulatory assets 306
Goodwill 389

Other intangibles 108
Other noncurrent assets 35_
Total Other Noncurrent Assets 838

Total Assets :

Theaccotnpanyinf' Notes to CondensedFinancial Statementsare an integral part of thefiiuincial statements.
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December 31,
2013

102

9

85

154

7

17

3

385

3,383
332

3,05:
65

3,702

303

389

120

35

847

4,934
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CONDENSED BALANCE SHEETS

Louisville Gas and Electric Company
(Unaudiccd)
(Millitms ofDollars, shares in ihousands}

Liabilities and Equity

Current Liabilities

Short-term debt

Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes

Price risk management liabilities
Regulatory liabilities
Interest

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

Commitments 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

June 30, December 31,
2014 2013

$ 70 $ 20

200 166

20 24

24 24

13 11

4 4

9 9

6 6

30 32

316 296

1,353 1,353

603 582

37 38

10 19

70 68

472 482

38 32

106 104

1,336 1,325

424 424

1,417 1,364

199 172

2,040 1,960

$ 5,105 $ 4,934

(a) 75.000 shares authorized; 21.294 shares issued and outstanding at June 30. 2014 and December 31. 2013.

The accoinpaiiying Notes to Conden.<:ed Financial Siaiemenis are an inief;nd part ofthefiiuincial sialemenis.
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CONDENSED STATEMENTS OF EQUITY

Louisville Gas and Electric Company
(Unaudited)
{Millions of Dollars)

Common

stock

shares Additional

outstanding Common paid*in
(a) stock capital

March 31,2014 21,294 $ 424 $ 1,364 $
Nel income

Capital contribulions from LKE 53
Cash dividends declared on common slock
June 30,2014 21,294 $ 424 $ 1,417 $

December 31,2013 21,294 $ 424 $ 1,364 $
Nel income

Capital contributions from LKE 53
Cash dividends declared on common stock
June 30,2014 21,294 $ 424 $ 1,417 $

March 31,2013 21.294 $ 424 $ 1,303 $
Net income

Capital contributions from LKE 29
Cash dividends declared on common stock
June 30,2013 21,294 $ 424 $ 1,332 $

December 31,2012 21,294 $ 424 $ 1,278 $
Net income

Capital contributions from LKE 54
Cash dividends declared on common stock
June 30,2013 21,294 $ 424 $ 1,332 $

(a) Shares in thousands. All common shares of LC&E Slock are owned by LKE.

The accoiiifxinyiii}' Notes to Condensed Financial Statements are an integral jxin of thefinancial statements.
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Earnings
reinvested Total

197 $ 1,985
35 35

53

(33) (33)

199 $ 2,040

172 $ 1,960
87 87

53

(60) m
199 $ 2,040

133 $ 1,860

29 29

29

(29) (29)

133 $ 1,889

108

73

(48)

1,810
73

54

(48)
133 $ 1,889
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CONDENSED STATEMENTS OF INCOME

Kentucky Utilities Company
(Unaudited)

(Millions ofDollars)

Three Months Ended Six Months Ended

June 30, June 30,
2014 2013 2014 2013

Operating Revenues
Retail and wholesale $ 402 $ 380 $ 894 $ 811
Electric revenue from affiliate 2 3 8 4_
Total Operating Revenues 404 383 902 815

Operating Expenses
Operation

Fuel 127 128 287 263

Energy purchases 7 6 13 12
Energy purchases from affiliate 24 14 61 35
Other operation and maintenance 107 98 205 195

Depreciation 47 46 95 92
Taxes,other than income 6 6 13 Vl_
Total Operating Expenses 318 298 674 609

Operating Income 86 85 228 206

Other Income (Expense) - net 2 I

Interest Expense 20 H 39 ^

Income Before Income Taxes 66 70 189 173

Income Taxes 26 26 72 ^

Net Income (a) $ 40^ $ ^ $ 117 $ 108

(a) Nel income approximates comprehensive income.

The accompanying Notes to Condensed Financial Statements are an integral pan of thefoumcial statements.
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CONDENSED STATEMENTS OF CASH FLOWS
Kentucky Utilities Company
(Unaudi(cd)
(Millitm (if OolUirs)

Cash Flows from Operating Activities
Nci income

Adjustmenis (o reconcile net income to net cash provided by operating activities
Depreciation
Amortization

Defined 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
Taxes payable
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 properly, plant and equipment
Other investing activities

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities
Net increase (decrease) in short-term debt
Payment of common stock dividends to parent
Contributions from 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
Cash and Cash Equivalents at End of Period

Six Months Ended June 30,

2014 2013

$ 117 $ 108

95 92

4 7

2 12

89 72

5 (2)

(44) (39)
10 33

13 (7)
8 (4)

(1)
(19) (10)
16 5

(3) (61)

(1) (3)
6 (13)

297 190

(305) (341)
1

(305) (340)

25 102

(86) (55)

66 92

5 139

(3) (11)
21 21

$ 18 S 10

The (icconiptiiiying Notes to Condensed Financicil Snnemenls are an integral part ofthe financial statements.
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CONDENSED BALANCE SHEETS

Kentucky Utilities Company
(Unaudited)
(Millions ofDollars, .shares in lliou.uin(ls)

Assets

June 30,
2014

Current Assets

Cash and cash equivalents $ 18
Accounts receivable (less reserve; 2014, $4; 2013, $4)

Customer 136

Other 34

Unbilled revenues 87

Fuel, materials and supplies 125
Prepayments 8
Regulatory assets 3
Other current assets 5_
Total Current Assets 416

Property, Plant and Equipment

Regulated utility plant 5,472
Less: accumulated depreciation - regulated utility plant 525

Regulated utility plant, net 4,947
Other, net 1
Construction work in progress 1,055
Property, Plant and Equipment, net 6,003

Other Noncurrent Assets

Regulatory assets 165
Goodwill 607

Other intangibles 89
Other noncurrent assets ^
Total Other Noncurrent Assets 920

Total Assets $ 7,339

The accompanying Notes to Condeioted Financial Sialemenis are an integral part of thefinancial statements.
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December 31,
2013

21

122

9

95

124

4

10

6

391

5,143
446

4,697
1

1,139

5,837

171

607

101

56

935

7,163
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CONDENSED BALANCE SHEETS
Kentucky Utilities Company
(Unaudited)
(Millionsof OolUirs. shares in ihousands)

Liabilities and Equity

Current Liabilities

Shori-tcrm debi

Accounis payable
Accounts payable lo affiliates
Customer deposits
Taxes

Regulatory liabilities
Interest

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)

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

June 30, December 31,
2014 2013

$ 175 $ 150

125 159

38 25

26 26

14 33

1 5

11 11

58 36

448 445

2,091 2,091

747 658

96 97

2 1 1

185 177

542 551

88 89

1,660 1,583

308 308

2,571 2,505

261 230

3,140 3,044

$ 7,339 $ 7,163

(a) 80,000 shares authorized; 37.818 shares issued and outstanding at June 30. 2014 and December 31. 2013.

The (icconif){inying Notes lo Condensed Financial Siaiemenis are an integral part of thefiiuincial statements.
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CONDENSED STATEMENTS OF EQUITY
Kentucky Utilities Company
(Unaudilcd)
(Milliim.'i(if Dollars}

Common Accumulated

stock other

shares Additional comprehensive
outstanding Common paid-in Earnings income

(a) stock capital reinvested (loss) Total

March31,2014 37,818 $ 308 $ 2,545 $ 270 $3,123
Net income 40 40

Capital coniributions from LKE 26 26
Cashdividends declared on common stock (49) (49)
June 30,2014 37,818 $ 308 $ 2,571 $ 261 $ 3,140

December 31,2013 37,818 $ 308 $ 2,505 $ 230 $ 1 $3,044
Net income 117 117

Capital contributions from LKE 66 66
Cash dividends declared on common stock (86) (86)
Other comprehensive income (loss) 0^ (j2
June 30,2014 37,818 $ 308 $ 2,571 $ 261 $ $ 3,140

March 31,2013 37,818 $ 308 $ 2,398 $ 177 $ 1 $2,884
Net income 44 44

Capital contributions from LKE 42 42
Cash dividends declared on common stock (42) (42)
June 30,2013 37,818 $ 308 $ 2,440 $ 179 $ 1 $ 2,928

December 31,2012 37,818 $ 308 $ 2,348 S 126 $ I $2,783
Net income 108 108

Capital contributions from LKE 92 92
Cash dividends declared on common stock (55) (55)
June 30,2013 37,818 $ 308 $ 2,440 $ 179 $ 1 $ 2,928

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

The accompaiiyiii}; Noies to Condensed Financial SiaieiiKnls are an inief'nil pan of ihefinancial siaiements.
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Combined Notes to Condensed Financial Statements (Unaudited^

1. Interim Financial Statements

(All Registrants)

Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements are defined
in the glossary. Dollars are in millions, except per share data, unless otherwise noted. The specific Registrant to which
disclosures are applicable is identified in parenthetical headings in italics above the applicable disclosure or within the
applicable disclosure for their related activities and disclosures. Within combined disclosures, amounts are disclosed for any
Registrant when significant.

The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim
financial information and with the instructions to Form lO-Q and Article 10 of Regulation S-X and, therefore, do not include
all of the information and footnotes required by GAAP for complete financial statements. In the opinion of management, all
adjustments considered necessary for a fair presentation in accordance with GAAP 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, 2013 is derived from that Registrant's 2013 audited Balance Sheet. The financial statements and notes
thereto should be read in conjunction with the financial statements and notes contained in each Registrant's 2013 Form lO-K.
The results of operations for the three and six months ended June 30, 2014 arc not necessarily indicative of the results to be
expected for the full year ending December 31, 2014 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, 2014
financial statements.

2. Summary of Significant Accounting Policies

(All Registrants)

The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2013 Form lO-K and should be
read in conjunction with those disclosures.

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

In accordance with a PUC-approved purchase of accounts receivable program designed to facilitate competitive markets for
electricity in Pennsylvania, PPL Electric purchases certain accounts receivable from alternative electricity suppliers
(including PPL EnergyPlus) at a discount, which reflects a provision for uncollectible accounts. The alternative electricity
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. During the three and six months ended June 30, 2014, PPL Electric purchased $253
million and $614 million of accounts receivable from unaffiliated third parties and $79 million and $184 million from PPL
EnergyPlus. During the three and six months ended June 30, 2013, PPL Electric purchased $220 million and $479 million of
accounts receivable from unaffiliated third parties and $70 million and $147 million from PPL EnergyPlus.

New Accounting Guidance Adopted (AH Registrants)

AccountinQ for Obligations Resulting from Joint and Several Liabilitv Arrangements

Effective January 1, 2014, the Registrants retrospectively adopted accounting guidance for the recognition, measurement and
disclosure of certain obligations resulting from joint and several liability arrangements when the amount of the obligation is
fixed at the reporting date. If the obligation is determined to be in the scope of this guidance, it will be measured as the sum
of the amount the reporting entity agreed to pay on the basis of its arrangements among its co-obligors and any additional
amount the reporting entity expects to pay on behalf of its co-obligors. This guidance also requires additional disclosures for
these obligations.

The adoption of this guidance did not have a significant impact on the Registrants.
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Accountino <or the Cumulative Translation Adjustment upon Derecoanition of Certain Subsidiaries or Groups of
Assets within a Foreign Entity or of an Investment in a Foreign Entity

Effeciivc January 1, 2014, PPL prospcctivclyadopted accounting guidance that requires a cumulative translation adjustment
to be released into earnings when an entity ceases to have a controlling financial interest in a subsidiary or group of assets
within a consolidated foreign entity and the sale or transfer results in the complete or substantially complete liquidation of the
foreign entity. For the step acquisition of previously held equity method investments that are foreign entities, this guidance
clarifies that the amount of accumulated other comprehensive income that is reclassified and included in the calculation of a
gain or loss shall include any foreign currency translation adjustment related to that previously held investment.

The initial adoption of this guidance did not have a significant impact on PPL; however, the impact in future periods could be
material.

Presentation of Unrecognized Tax Benefits When Net Operating Loss Carryforwards. Similar Tax Losses, or Tax

Credit Carryforwards Exist

Effective January I, 2014, the Registrants prospcctivcly adopted accounting guidance that requires an unrecognized tax
benefit, or a portion of an unrecognized tax benefit, to be presented in the financial statements as a reduction to a deferred lax
asset for a net operating loss carryforward, a similar tax loss, or a tax credit carryforward. To the extent a net operating loss
carryforward, a similar lax loss, or a tax credit carryforward is not available at the reporting date under the tax law of the
applicable jurisdiction to settle any additional income taxes that would result from the disallowance of a tax position, or the
tax law of the applicable jurisdiction does not require the entity to use, and the entity does not intend to use, the deferred tax
asset for such purpose, the unrecognized tax benefit should be presented in the financial statements as a liability and should
not be combined with deferred tax assets.

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

3. Segment and Related Information

(PPL)

See Note 2 in PPL's 2013 Form lO-K for a discussion of rcportabic segments and related information.

In June 2014, PPL and PPL Energy Supply, which primarily represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses into a new, stand-alone,
publicly traded, independent power producer named Talen Energy. Upon completion of this transaction, PPL will no longer
have a Supply segment. Sec Note 8 for additional information.

Financial data for the segments and reconciliation to PPL's consolidated results for the periods ended June 30 are:

income Statement Data

Revenues from external customers

Three Months

2014 2013

Six Months

2014 2013

U.K. Regulated S 672 S .572 S l,.320 S 1.220

Kentucky Regulated 722 682 1.656 1.482

Pennsylvania Regulated 448 413 1.039 925

Supply (a) 1.027 1.780 74 2.274

Corporate and Other 5 3 8 6

Total S 2.874 S 3.450 S 4.097 S 5.907

Intersegment electric revenues
Supply

Net Income Attributable to PPL Sharcowners

U.K. Regulated (a)
Kentucky Regulated
Pennsylvania Regulated
Supply (a)
Corporate and Other (c)

Total
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229 S
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(II)
405

48

393 $

165

137

(70)
(80)

.545

26

558

134

109

31

(14)
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Balance Sheet Data

Assets

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply
Corporate and Other (b)

Total assets

June 30,
2014

December 31,
2013

$ 16.496 S 15.89.'5

12.211 12.016

7.2.S2 6.846

11.793 11.408

441 94

S 48.193 s 46.2.'59

(a) Includes unrealized gains and losses from economic activity. See Note 14 for additional information.
(b) Primarily consists of unallocated items, including cash. PP&E and the elimination of inter-segn>ent transactions.
(c) 2014 includes certain costs related to the anticipated spinoff of PPL Energy Supply, including deferred inconK tax expense and third party costs. See

Note 8 for additional infonnation.

4. Earnings Per Share

(PPL)

Basic EPS is compulcd by dividing income available to PPL common sharcowncrs by the weighted-average number of
common shares outstanding during the applicable period. Diluted EPS is computed by dividing income available to PPL
common shareowners by the weighted-average number of common shares outstanding, increased by incremental shares thai
would be outstanding if potentially dilulive non-participating securilies were converted to common shares as calculated using
the Treasury Stock method or the If-Converted Method, as applicable. Incremental non-participating securilies that have a
dilutive impact are detailed in the table below.

Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended June 30 used
in the EPS calculation are:

Three Months Six M onths

2014 2013 2014 2013

IneonK (Numcrutor)
Inconte from continuing operations after income taxes attributable to PPL
sharcowncrs

Less amounts allocated to panicipating securities
S 229

1

S 404

2
$ .545

3

S 817

4

Income from continuing operations after income taxes available to PPL
common shareowners - Basic

Plus interest charges (net of tax) related to Equity Units (a)
228 402

15

.542

9

813

30

Income from continuing operations after income taxes available to PPL
common sharcowncrs • Diluted S 228 S 417 S .551 S 843

Income (loss) frotn discontinued operations (net of income taxes) available
to PPL common sharcowncrs - Basic and Diluted s s 1 s s 1

Net incotne attributable to PPL shareowners

Less amounts allocated to panicipating securities
s 229

1

s 405
2

$ 545

3

$ 818

4

Net income available to PPL common shareowners - Basic

Plus interest charges (net of tax) related to Equity Units (a)
228 403

15

542

9

814

30

Net income available to PPL common shareowners - Diluted s 228 s 418 s .551 s 844

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

Share-based payment awards
Equity Units (a)
Forward sale agreements

6.V3.I32

2.100

I0..560

589.834

1.133

73.388

260

642.002

1.806

21.119

586.683

971

72.689
920

Weighted-average shares - Diluted EPS 66.6.792 664.615 664,927 661.263

Basic EPS

Net Income Available to PPL common shareowners s 0.35 s 0.68 s 0.84 s 1.39

Diluted EPS
Net Income Available to PPL common sharcowncrs s 0.34 s 0.63 s 0.83 s 1.28

(a) The If-Convcnccl Method was applied to the Equity Units prior to settlement. Sec Note 7 for additional information on the 2011 Equity Units,
including the issuance of PPL common stock on May I. 2014 to settle the 2011 Purcha.sc Contracts.
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For ihc periods ended June 30, PPL issued common slock related to stock-based compensation plans, ESOP and DRIP as
follows (in thousands):

Stock-based compensation plans (a)
ESOP

DRIP

Three Months

2014 2013

922 938

Six Months

2014

2,018

2013

1,384

275

549

(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 June 30, the following shares (in thousands) were excluded from the computations of diluted EPS
because the effect would have been antidilutive.

Stock options
Performance units

Restricted stock units

5. Income Taxes

Three Months Six Months

Reconciliations of income taxes for the periods ended June 30 arc:

(PPL)

2014 2013 2014 2013

790 2.192 2.060 5,486

1 5 i 108

61 58

Three Months Six Months

2014 2013 2014 2013

s 132 S 180 S 282 S 377

(7) 14 (5) 17

46 46

(31) (25) (76) (63)
10 (7) 21 (5)

(39) (40)

(1) (2) (2) (.3)
(1) (2) (3) (5)
(2) (1) (4) (4)

3 3

(9) (1) (12)

17 (71) (2!) (117)

s 149 S 109 $ 261 s 260

Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rale - 35%

Increase (decrease) due to:
Stale income laxcs. net of federal income tax benefit

Slate valuation allowance adjustments (a)
Impaci of lower U.K. income tax rales
U.S. inconte tax on foreign earnings - net of foreign tax credit (b)
Federal and state tax reserve adjustments (c)
Federal income tax credits

Amortization of investment tax credit

Depreciation not normalized
State deferred tax rate change
Other

Total increase (decrease)

Total income taxes

(a) As a result of the spinoff announcement. PPL recorded deferred income tax expense during the thive and six months ended June .30. 2014 to adju.sl
valuation allowanceson deferred lax assets primarilyfor state netoperating loss carryforwards that were previouslysupportedby the futureeamings of
PPL Energy Supply. See Note 8 for additional information on the anticipated spinoff.

(b) During the three and six months ended June 30. 2014, PPL recorded income tax expense primarily attributable to the expected taxable amount of cash
repatriation in 2014.

During the three and six months ended June 30. 2013, PPL recorded a S14 million increase to inconK tax expen.se primarily attributable to a revision in
the expected taxable amount of cash mpatrialion in 2013 offset by a SI9 million income tax bcncnt associated with a ruling obtained from the IRS
impacting the recalculation of 2010 U.K. eamings and profits that was reflected on aiiKndcd 2010 U.S. tax returns.

(c) 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 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. In January 2011, the IRS appealed the Tax
Court's decision to the U.S.Court of Appeals for the Third Circuit (ThirdCircuit). In l>:cembcr2011. the ThirdCircuit 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 millionexpense in 2011. InJune 2012, the U.S.Court of Appeals for tlte FifthCircuit 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 Coun granted PPL's petition and oral argument was held in February 2013. In May 2013, the Supreme Coun reversed the Third Circuit's
opinion and ruled that the WPT is a creditable tax. As a result of the Supreme Court ruling. PPL recorded a tax benefit of S44 million during the three
and six months ended June 30, 2013, of which $19 million relates to interest.
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(PPL Energy Supply)

Three Months Six Months

2014 2013 2014 2013

Federal income lax on Income (Loss) Before Income Taxes at siaiuiory
lax rale - 35% S 4 S .54 $

00

Increase (decrease) due lo:
Stale income taxes, net of federal income tax benefit (a)
Federal and state tax reserve adjustments
Federal income tax credits

State deferred tax rate change
Other

(9)
1

3

(2)

9

7

(3)

(18) 3
1 6

(1) (3)
3

(2)

Total increase (decrease) (7) 13 (15) 4

Total income taxes s (3) S 67 $ (.52) S 32

(a) During the second quarter of 2014. PPL Energy Supply recorded a S9 million credit to income tax expense, comprised of a $4 million credit to income
tax expense recorded in 2013 and a S5 million credit related to an adjustment to the annual estimated effective incottK tax rate utilized to calculate
income tax expense for the three months ended March 31. 2014. The adjustment to the annual estimated effective income lax rate had no impact on
income tax expense for the six months ended June 30. 2014. The adjustment related to 2013 is not material to previously-issued financial statements
and is not expected to be material to the full year results for 2014.

(PPL Electric)

Three Months Six Months

2014 2013 2014 2013

Federal income tax on Income Before IncottK Taxes at statutory
tax rate - 35% s 29 S 24 S 77 S 58

lncrca.se (decrease) due to:
State incottK taxes, net of federal income tax benefit

Federal and state tax re.ser\'e adjustments
Depreciation not normalized
Other

4

(1)
(1)

3

(2)

(1)

12 8

(1) (4)
(3) (4)

(1) (1)
Total increase (decrease) 2 7 (1)

Total income taxes s 31 S 24 S 84 S 57

(LKE)

Three Months Six Month.s

2014 2013 2014 2013

Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rate - 35% s 37 S 35 $ 102 S 89

lncrea.sc (decrease) due to:

State incottK ta.xes. net of federal income tax benefit

Other

4 3

(1)

10 8

(2) (3)

Total increase (decrease) 4 2 8 5

Total income taxes from continuing operations s 41 S 37 $ 110 S 94

(LG&E)

Three Months Six Months

2014 2013 2014 2013

Federal incoiiK tax on Income Before IncottK Taxes at statutory
tax rate • 35% s 20 S 16 $ 48 S 40

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

2

(1)

1 5 4

(2) (2)

Total increase (decrease) 1 1 3 2

Total income taxes s 21 S 17 $ 51 $ 42

ppll0q_6-14_Final As RIcd.docx 43



O

O

O

im

Three Months Six Months

Federal income lax on Income Before Income Taxes al staiulory
tax rale • 35%

Increase (decrease) due lo:
State income taxes, net of federal income tax benefit

Other

Total increase (decrease)

Total income taxes

2014 2013 2014 2013

s 23 S 25 $ 66 S 61

2

1

2

(1)

7

(1)

6

(2)
3 I 6 4

s 26 s 26 $ 72 S 65

6. Utility Rate Regulation

(All Registrants except PPL Energy Supply)

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

PPL PPL Electric

June 30, December 31,
2014 2013

Current Regulatory Assets:
Environmental cost recovery S 1 S 7

Gas supply clause 20 10

Fuel adjustment clause 2

Demand side management 3 8

Other 5 6

Total current regulatory assets S 29 s 33

Noncurrent Regulatory Assets:
Defined benefit plans S 493 s 509

Taxes recoverable through future rates 312 306

Storm costs 135 147

Unamorti/ed loss on debt 80 85

Interest rate swaps 51 44

Accumulated cost of removal of utility plant 105 98

AROs 58 44

Other 8 13

Total noncurrent regulatory attsets s 1.242 s 1.246

Current Regulatory Liabilities:
Generation supply charge s 30 s 23

Environmental cost recovery 1

Gas supply clause 2 3

Transmission ser\'icc charge 6 8

Fuel adjustment clause 4

Transmission formula rate 32 20

Universal service rider 10

Storm damage expense 2 14

Gas line tracker 7 6

Other 2 2

Total current regulatory liabilities s 82 s 90

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant s 694 $ 688

Coal contracts (a) 78 98

Power purchase agreement • OVEC (a) 96 100

Net deferred tax assets 28 30

June 30,
2014

December 31,
2013

Act 129 compliance rider
Defined benefit plans
Interest rate swaps
Other

Total noncurrent regulatory liabilities
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1.026 S
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26

86

5
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252 S
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49

53

105

771 S

30 S

6

32

2

2
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12 S

12 S

257

306

53

57

98

1

772

23

20

10

14
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LG&E KULKE

June 30, December 31, June 30, December 31, June 30, December 31,

2014 2013 2014 2013 2014 2013

Current Regulatory Assets:
5Environmental cost recovery S 1 S 7 S 1 S 2

Gas supply clause 20 10 20 10

Fuel adjustment clause 2 2

Demand side management 3 8 2 3 8 1 5

Other 3 I 2

Total current regulatory assets S 27 $ 27 s 24 S 17 S 3 s 10

Noncuirent Regulatory Assets:
Defined benefit plans s 241 S 252 s 162 $ 164 S 79 s 88

Stonn costs S6 94 47 51 39 43

Unamonizcd loss on debt 27 28 18 18 9 10

Interest rate swaps 5\ 44 51 44

AROs .S8 44 25 21 33 23

Other 8 12 3 5 5 7

Total noncuirent regulatory assets s 471 $ 474 $ 306 s 303 s 165 s 171

Current Regulatory Liabilities:
Environmental cost recovery s 1 $ 1

Gas supply clause 2 s 3 s 2 s 3

Fuel adjustment clause 4 s 4

Gas line tracker 7 6 7 6

Other 1 1

Total current regulatory liabilities s 10 s 14 s 9 s 9 s 1 s 5

Noncuirent Regulatory Liabilities:
Accumulated cost of removal

of utility plant s 694 $ 688 s 303 s 299 s 391 s 389

Coal contracts (a) 78 98 34 43 44 55

Power purchase agreement - OVEC (a) % 100 66 69 30 31

Net deferred tax assets 28 30 25 26 3 4

Defined benefit plans 28 26 28 26

Interest rate swaps 84 86 42 43 42 43

Other 6 5 2 2 4 3

Total noncuirent regulatory liabilities s 1.014 s 1.033 s 472 s 482 s .542 s .551

(a) These liabililies were recorded as offseis to certain intangible assets that were recorded at fair value upon the acquisition of LKE by PPL

Regulatory Matters

U. K. Activities (PPL)

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on ihe DPCR4 line loss inccniives and penalties mechanism. As a result,
during the first quarter of 2014 WPD increased its existing liability by $65 million for over-recovery ofline losses with a
reduction to "Utility" revenues on the Statement of Income. The tola! recorded liability at June 30, 2014 was $106 million,
all of which will be refunded to customers from April 1, 2015 through March 31, 2019. The recorded liability at December
31, 2013 was $74 million. Other activity impacting the liability included reductions in the liability that have been included in
tariffs during the first half of 2014 and foreign exchange movements. In June 2014, WPD applied for judicial review of
certainof Ofgem'sdecisions related to closingout Ihe DPCR4 line loss mechanism. The primary relief sought is for Ofgem
to reconsider the overall proportionality of penalties imposed on WPD. The entire process could last through the second
quarter of 2015. PPL cannot predict the outcome of this matter.

Kentucky Activities (PPL, LKE. LC&E and KU)

CPCN Filings

In January 2014, LG&E and KU filed an application for a CPCN with the KPSC requesting approval to build a NGCC
generating unit at KU's Green River generating site and a solar generating facility at the E. W. Browngenerating site. In
April 2014, LG&E and KU filed a motion to hold further proceedings in abeyance for up to 90 days in order to allow the
companies to assess the potential impact of certain events on their future capacity needs, including the receipt of termination
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notices lo be generally effective in 2019 from certain KU municipal wholesale customers. In May 2014, the KPSCgranted
that request and scheduled an informal conference for August 2014. LG&E and KU continue to evaluate their future capacity
requirements, with the possibility that reduced or delayed capacityneeds may result in adjustments to the CPCN filing. See
"Federal Matters - FERC Formula Rates" below for additional information relating to the municipal wholesale customers.

Pennsylvania Activities (PPL and PPL Electric)

Storm Damage Expense Rider

In its December 28, 2012 final rate case order, the PUC directed PPL Electric to file a proposed Storm Damage Expense
Rider (SDER). In March 2013, PPL Electric filed its proposed SDER with the PUC and, as part of that filing, requested
recovery of the 2012 qualifying storm costs related to Hurricane Sandy. PPL Electric proposed that the SDER become
effective January 1, 2013 at a zero rate with qualifying storm costs incurred in 2013 and the 2012 Hurricane Sandy costs
included in rates effective January 1, 2014. As of December 31, 2013, PPL Electric had a $14 million regulatory liability
balance for amounts expected to be refunded to customers for revenues collected to cover storm costs in excess of actual
storm costs incurred during 2013. On April 3, 2014, the PUC issued a final order approving the SDER. The SDER will be
effective January 1, 2015 and will initially include actual storm costs compared to collections from December 2013 through
November 2014. As a result of the order, PPL Electric reduced its regulatory liability by $ 12 million. Also, as part of the
order, PPL Electric can recover Hurricane Sandy storm damage costs through the SDER over a three-year period beginning
January 2015. On June 20, 2014, the Office of Consumer Advocate filed a petition for review of the April 2014 order with
the Commonwealth Court of Pennsylvania. The case remains pending. See "Storm Costs" below for additional information
on Hurricane Sandy costs.

Storm Costs

In February 2013, PPL Electric received an order from the PUC granting permission to defer qualifying costs in excess of
insurance recoveries associated with Hurricane Sandy. At June 30, 2014 and December 31, 2013, $29 million was included
on the Balance Sheets as a regulatory asset.

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 dales. EDCs not meeting the requirements of Act 129 are subject to
significant penalties.

Act 129 requires Default Service Providers (DSP) lo provide electricity 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
years), with long-term contracts limited to 25% of load unless otherwise approved by the PUC. A DSP is able to recover the
costs associated with its default service procurement plan.

In January 2013, the PUC approved PPL Electric's DSP procurement plan for the period June 1, 2013 through May 31, 2015.
In April 2014, PPL Electric filed a new DSP procurement plan with the PUC for the period June 1, 2015 through May 31,
2017. Hearings before the PUC are scheduled for August 2014. PPL Electric cannot predict the outcome of this proceeding,
which remains pending before the PUC.

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 are able to recover the costs of providing smart
metering technology. All of PPL Electric's meicred customers currently have advanced meters installed at their service
locations capable of many of the functions required under Act 129. PPL Electric conducted pilot projects and technical
evaluations of its current advanced metering technology and concluded that the current technology does not meet all of the
Act 129 requirements. PPL Electric recovered the cost of its evaluations through a cost recovery mechanism, the Smart
Meter Rider (SMR). In August 2013, PPL Electric filed with the PUC an annual report describing the actions it was taking
under its Smart Meter Plan during 2013 and its planned actions for 2014. PPL Electric also submitted revised SMR charges
that became effective January 1, 2014. On June 30, 2014, PPL Electric filed its final Smart Meter Plan with the PUC. In that
plan, PPL Electric proposes to replace all of its current meters with advanced meters that meet the Act 129 requirements.
Full deployment of the new meters is expected to be complete by the end of 2019. The total cost of the project is estimated to
be approximately $450 million. PPL Electric proposes to recover these costs through the SMR which the PUC previously
has approved for recovery of such costs. PPL Electric cannot predict the outcome of this proceeding.
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Distribution System Improvement Charge

Aci 11 authorizes the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future testyear in
base rate proceedings and, subject tocertain 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 thereliability of itsdelivery system, including the
replacement of aging distribution assets. In August 2012, the PUC issued a Final Implementation Orderadopting procedures,
guidelines and a model tariff for the implementation of Act II. Act II requires utilities to file an LTllP 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.

InSeptember 2012, PPLElectric filed its LTIIP describing projects eligible for inclusion in the DSIC and inan orderentered
on May 23, 2013, the PUCapproved PPL Electric's proposed DSIC with an initial rateeffectiveJuly I, 2013, subject to
refund after hearings. The PUCalso assigned four technical recovery calculation issues to the Office of Administrative Law
Judge for hearing and preparation of a recommended decision. The case remains pending before the PUC.

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-
approvcd PJM open access transmission tariff that utilizes a formula-based rate recovery mechanism. The formula rate is
calculated, in part, based on financial results as reported in PPL Electric's annual FERC Form I filed under the FERC's
Uniform System of Accounts.

PPL Electric initiated its formula rate 2012, 2011 and 2010 Annual Updates. Each update was subsequently challenged by a
group of municipal customers, whose challenges wereopposed by PPL Electric. Between 2011 and 2013, numerous hearings
before the FERC and settlement conferences were convened in an attempt to resolve these matters. Beginning in the second
half of 2013, PPL Electric and the group of municipal customers exchanged confidential settlement proposals. PPL and PPL
Electric cannot predict the outcome of the foregoing proceedings, which remain pending before the FERC.

FERC Wholesale Formula Rates (LKE and KU)

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with a subsequent true-up to actual costs, replacing the current formula which
does not include a true-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014 subject to refund. In April 2014, nine municipalities submitted notices
of termination, under the original notice period provisions, to cease taking power under the wholesale requirements contracts,
such terminations to be effective in 2019, except in the case of one municipality with a 2017 effective date. In July 2014, KU
agreed on settlement terms with the two municipal customers that did not provide termination notices and filed the settlement
proposal with the FERC for its approval. If approved, the settlement agreement will resolve the rate case with respect to
these two municipalities, including an authorized return on equity of 10%or the return on equity awarded to other panics in
this case, whichever is lower. Also in July 2014, KU made a contractually required filing with the FERC that addressed
certain rate recovery matters affecting the nine terminating municipalities during the remaining term of their contracts. KU
cannot currently predict the outcome of its FERC applications regarding its wholesale power agreements with the
municipalities.

7. Financing Activities

Credit Arrangements and Short-term Debt

(All Registrants)

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, thecredit facilities and commercial paper programs of PPL
EnergySupply, PPL Electric, LKE, LG&E and KU also apply to PPL and the credit facilities and commercial paper
programs of LG&E and KU also apply to LKE. The amounts borrowed below are recorded as "Short-term debt" on the
Balance Sheets. The following credit facilities were in place at:
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PPL

U.K.

PPL WW Syndicated
Credit Facility

WPD (South West)
Syndicated Credit Facility (c)

WPD (Bast Midlands)
Syndicated Credit Facility (c)

WPD (West Midlands)
Syndicated Credit Facility (c)

Uncommitted Credit Facilities

Total U.K. Credit Facilities (a)

U-S.

PPL Capital Funding
Syndicated Credit Facility (b)
Bilateral Credit Facility

Total PPL Capital Funding Credit Facilities

PPL Energy SiiddIv

Syndicated Credit Facility (b)
Letter of Credit Facility
Uncommitted Credit Facilities (c)

Total PPL Energy Supply Credit Facilities

PPL Electric

Syndicated Credit Facility (c)

LKE

Syndicated Credit Facility (b)

LC&E

Syndicated Credit Facility (c)

KU

Syndicated Credit Facility (c)
Letter of Credit Facility

Total KU Credit Facilities

Expiration
Dale

June 30, 2014

Capacity Borrowed

Letters of

Credit

and

Commercial

Paper
Issued

December 31,2013

Letters of

Credit

and

Commercial

Paper
Ls.sucd

Unu.scd

Capacity Borrowed

Dec. 2016 £ 210 £ 97 £ 113 £ 103

Jan. 2017 245 245

Apr. 2016 300 300

Apr. 2016 300

105 £ 5

300

100 £ 5

£ 1.160 £ 97 £ 5 £ 1.058 £ 103 £ 5

Nov. 2018

Mar. 201.5

$ 300

150 S 11

S 300

139

$ 270

S 450 S It S 439 S 270

Nov. 2017

Mar. 201.5

$ 3.000

1.50

175

S 175 $ 264

143

77

s 2..56I

7

98

$ 29

138

77

s 3.325 S 175 $ 484 s 2.666 $ 244

Oct. 2017 s 300 s 1 s 299 S 21

Oct. 2018 s 75 s 75 $ 75

Nov. 2017 s 500 s 70 s 430 s 20

Nov. 2017

May 2016
s 400

198

s 175

198

s 225 s 1.50

198

s 598 s 373 s 225 s 348

(a) PPL WWs amounts borrowed at June 30. 2014 and December 31. 2013 were USD-denominated borrowings of SI64 million and SI 66 million, which
bore interest at 1.8.S% and 1.87%. At June 30. 2014. the unused capacity under the U.K. credit facilities was SI.8 billion.

(b) At June 30. 2014. interest rates on outstanding borrowings were 2.04% for PPL Energy Supply and 1.6.^% for LKE. At December 31. 2013, interest
rates on outstanding borrowings were 1.79% for PPL Capital Funding and 1.67% for LKE.

(c) In July 2014, the expiration dates for the WPD (South West). WPD (East Midlands). WPD (West Midlands). LC&E and KU syndicated credit facilities
were extended to July 2019 and the PPL Electric syndicated credit facility was extended to October 2018. Also, in July 2014. PPL Energy Supply
extended the expiration date for its uncommitted credit facility to July 201 .S.

In July 2014, PPL Capital Funding entered into an additional $300 million credit facility expiring in July 2019. The credit
agreement allows for borrowings at market-based rates plus a spread, which is based upon PPL Capital Funding's senior
unsecured long-term debt rating. In addition, PPL Capital Funding may request certain lenders under the credit agreement to
issue letters of credit, which issuances reduce available borrowing capacity. PPL Capital Funding intends to use this credit
facility for general corporate purposes of PPL and its affiliates, including for making investments in or loans to affiliates to
support infrastructure investments by PPL's operating companies. PPL Capital Funding will pay customary commitment and
letter of credit issuance fees under the credit agreement.

The credit agreement contains a financial covenant requiring PPL Capital Funding's debt to total capitalization not to exceed
70% (as calculated pursuant to the credit agreement), and other customary covenants. Failure to meet the covenants beyond
applicable grace periods and certain other events, including the occurrence of a Change of Control (as defined in the credit
agreement), could result in acceleration of due dates of any borrowings, cash collateralization of outstanding letters of credit
and/or termination of the credit agreement. The credit agreement also contains certain customary representations and
warranties that must be made and certain other conditions that must be met for PPL Capital Funding to borrow or to cause the
issuing lender to issue letters of credit.
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PPL Energy Supply, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing
source to fund short-term liquidity needs, as necessary. Commercial paper issuances, included in "Short-term debt" on the
Balance Sheets, are supported by the respective Registrant's Syndicated Credit Facility. The following commercial paper
programs were in place at:

PPL Energy Supply

PPL Elcciric

LG&1-:

KU

Total

Weiglitcd -
Average

Intere.si Rate

0.75%

0.29%

0.29%

June 30, 20t4

Capacity

750

.too

350

350

1.7.50 $

Commercial

Paper
Issuances

149

70

175

394 $

Unu.sed

Capacity

601

300

280

175

t.3.56

December 31, 2013

Weigtiled •
Average

lnlcrc.st Rate

0.23%

0.29%

0.32%

Commercial

Paper
l.s.suances

20

20

150

190

(PPL and PPL Energy Supply)

PPL Energy Supply maintains a $500 million Facility Agreement expiring June 2017, which provides PPL Energy Supply 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, 2014, PPL Energy Supply had not requested any capacity for the
issuance of letters of credit under this arrangement.

PPL Energy Supply, PPL EnergyPlus, PPL Montour and PPL Brunner Island maintain an $800 million secured energy
marketing and trading facility, whereby PPL EnergyPlus will receive credit to be applied to satisfy collateral posting
obligations related to its energy marketing and trading activities with counterparties participating in the facility. The credit
amount is guaranteed by PPL Energy Supply, PPL Montour and PPL Brunner Island. PPL Montour and PPL Brunner Island
have granted liens on their respective generating facilities to secure any amount they may owe under their guarantees. The
facility expires in November 2018, but is subject to automatic one-year renewals under certain conditions. There were $41
million of secured obligations outstanding under this facility at June 30, 2014.

(PPL Electric and LKE)

See Note 11 for discussion of intercompany borrowings.

Long-term Debt and Equity Securities

(PPL)

In March 2014, PPL Capital Funding remarketed $978 million of 4.32% Junior Subordinated Notes due 2019 that were
originally issued in April 2011 as a component of PPL's 2011 Equity Units. In connection with the rcmarketing, PPL Capital
Funding retired $228 million of the 4.32% Junior Subordinated Notes due 2019 and issued $350 million of 2.189% Junior
Subordinated Notes due 2017 and $400 million of 3.184% Junior Subordinated Notes due 2019. Simultaneously, the newly
issued Junior Subordinated Notes were exchanged for $350 million of 3.95% Senior Notes due 2024 and $400 million of
5.00% Senior Notes due 2044. The transaction was accounted for as a debt extinguishment, resulting in a $(9) million gain
(loss) on extinguishment of the Junior Subordinated Notes, recorded to "Interest Expense" on the Statement of Income.
Except for the $228 million retirement of the 4.32% Junior Subordinated Notes and fees related to the transactions, the
activity was non-cash and was excluded from the Statement of Cash Flows for the six months ended June 30, 2014. In May
2014, PPL issued 31.7 million shares of common slock at $30.86 per share to settle the 2011 Purchase Contracts. PPL
received net cash proceeds of $978 million, which were used to repay short-term debt and for general corporate purposes.

(PPL and PPL Electric)

In June 2014, PPL Electric issued $300 million of 4.125% First Mortgage Bonds due 2044. PPL Electric received proceeds
of $294 million, net of a discount and underwriting fees, which will be used for capital expenditures, to repay short-term debt
and for general corporate purposes.
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Distributions (PPL)

In May 2014, PPL declared its quarterly common stock dividend, payable July 1, 2014, at 37.25 cents per share (equivalent
to $ 1.49 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.

8. Acquisitions, Development and Divestitures

(All Registranis)

The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects.
Development projects arc recxamined 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. See Note 8 in the 2013 Form lO-K for additional information.

Divestitures

Anticipated Splnoff of PPL Energy Supply

(PPL and PPL Energy Supply)

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to combine their
competitive power generation businesses into a new, stand-alone, publicly traded, independent power producer named Talen
Energy. Under the terms of the agreements, at closing, PPL will spin off PPL Energy Supply to PPL shareowncrs and
simultaneously combine that business with RJS Power. Upon closing, PPL shareowners will own 65% of Talen Energy and
affiliates of Riverstone will own 35%. PPL will have no continuing ownership interest in, control of, or affiliation with Talen
Energy and PPL's shareowners will receive a number of Talen Energy shares at closing based on the number of PPL shares
owned as of the spinoff record date. The spinoff will have no effect on the number of PPL common shares owned by PPL
shareowncrs or the number of shares of PPL common stock outstanding. The transaction is intended to be tax-free to PPL and
its shareowners for U.S. federal income tax purposes and is subject to customary closing conditions, including receipt of certain
regulatory approvals by the NRC, the FERC, the DOJ and the PUC. In addition, there must be available, subject to certain
conditions, at least $1 billion of undrawn capacity after excluding any letters of credit or other credit support measures posted
in connection with energy marketing and trading transactions then outstanding, under a Talen Energy (or its subsidiaries)
revolving credit or similar facility. The transaction is expected to close in the first or second quarter of 2015.

(PPL. PPL Energy Supply and PPL Electric)

Following the announcement of the transaction to form Talen Energy, efforts have been initiated to identify the appropriate
staffing for Talen Energy and for PPL and its subsidiaries following completion of the spinoff. Organizational plans are
expected to be completed by the end of 2014. As a result, charges for employee separation and related costs are anticipated
to be recorded in future periods. The separation costs to be incurred include cash severance compensation, lump sum
COBRA reimbursement payments, accelerated stock-based compensation vesting, pro-rated performance-based cash
incentive and stock-based compensation awards and outplacement services. At present, there is considerable uncertainty as
to the range of costs that will be incurred and when those costs will be recognized, as the amount of each category of costs
will depend on the number of employees leaving the company, current position and compensation level, years of service and
expected separation date. Additionally, certain of these costs arc expected to be reimbursed to PPL by Talen Energy upon
closing of the transaction. As a result, a range of the separation costs associated with the spinoff transaction and the timing of
when those costs will be recognized cannot be reasonably estimated at this time but could be material.

(PPL)

As a result of the spinoff announcement, PPL recorded $46 million of deferred income tax expense during the three and six
months ended June 30, 2014 to adjust valuation allowances on deferred lax assets primarily for state net operating loss
carryforwards that were previously supported by the future earnings of PPL Energy Supply.

In addition, PPL recorded $16 million of third-party costs during the three and six months ended June 30, 2014 related to this
transaction in "Other Income (Expense) - net" on the Statement of Income, primarily for investment bank advisory, legal,
consulting and accounting fees. PPL cannot currently estimate a range of total third-party costs that will ultimately be
incurred; however, additional costs of at least $26 million will be recognized upon closing of the transaction.
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The asscls and liabilities of PPL Energy Supply will continue to be classified as "held and used" on PPL's Balance Sheet until
the closing of the transaction. The spinoff announcement was evaluated and determined not to be an event or a change in
circumstance that required a recoverabiliiy test or a goodwill impairment assessment. However, an impairment loss could be
recognized by PPL at the spinoff date if the aggregate carrying amount of PPL Energy Supply's assets and liabilities exceeds
its aggregate fair value at that date. PPL cannot currently predict whether an impairment loss will be recorded at the spinoff
date.

(PPL Energy Supply)

PPL Energy Supply will treat the combination with RJS Power as an acquisition, as PPL Energy Supply will be considered
the accounting acquirer in accordance with business combination accounting guidance.

Montana Hydro Sale Agreement (PPL and PPL Energy Supply)

In September 2013, PPL Montana executed a definitive agreement to sell to Northwestern its hydroelectric generating
facilities located in Montana (with a generation capacity of 633 MW) for $900 million in cash, subject to certain adjustments.
The sale, which is not expected to close before the fourth quarter of 2014, includes 11 hydroelectric power facilities and
related assets. In April 2014, the DOJ and Federal Trade Commission granted early termination of PPL Montana's and
NorthWestcrn's notifications under the Hari-Scott-Rodino Antitrust Improvements Act of 1976. The sale remains subject to
closing conditions, including receipt of regulatory approvals by the F^RC and the MPSC and certain third-party consents.
Due to the uncertainties related to certain of these conditions as of June 30, 2014, the sale did not meet the applicable
accounting criteria for the assets and liabilities included in the transaction to be classified as held for sale on the balance
sheet.

Development

Hydroelectric Expansion Projects {PPLand PPL Energy Supply)

In January 2014, the U.S. Department of Treasury awarded $56 million for Specified Energy Properly in Lieu of Tax Credits
for the Rainbow hydroelectric redevelopment project in Great Falls, Montana. PPL Energy Supply accepted and accounted
for the receipt of the grant in the first quarter of 2014. PPL Energy Supply is required to recapture $60 million of investment
tax credits previously recorded related to the Rainbow project as a result of the grant receipt. The impact on the financial
statements for the grant receipt and recapture of investment tax credits was not significant for the three and six months ended
June 30, 2014, and will not be significant in future periods.

In July 2014, the U.S. Department of Treasury awarded $108 million for Specified Energy Property in Lieu of Tax Credits
for the Holtwood hydroelectric project in Holtwood, Pennsylvania. PPL Energy Supply accepted and will account for the
receipt of the grant in the third quarter of 2014. PPL Energy Supply is required to recapture $117 million of investment tax
credits previously recorded related to the Holtwood project as a result of the grant receipt. The impact on the financial
statements for the grant receipt and recapture of investment tax credits is not expected to be significant in 2014 or future
periods.

Future Capacity Needs (PPL. LKE. LG&E and KU)

Construction activity continues on the previously announced NGCC unit, Cane Run Unit 7, scheduled to be operational in
May 2015. In October 2013, LG&E and KU announced plans to build a second NGCC unit. Green River Unit 5, at KU's
Green River generating site. Subject to finalizing details, regulatory applications, permitting and construction schedules, the
facility would have approximately 700 MW of capacity and cost $700 million and was originally planned to be operational in
2018. At the same time, LG&E and KU also announced plans for a 10 MW solar generation facility to be operational in
2016 and to cost approximately $36 million. As a result of developing uncertainty as to the need for the new capacity, in
April 2014 LG&E and KU asked the KPSC to hold the related CPCN case in abeyance for 90 days. In May 2014, the KPSC
granted that request and scheduled an informal conference for August 2014. LG&E and KU continue to evaluate their future
capacity requirements, with the possibility that reduced or delayed capacity needs may result in adjustments to the liming of
previously estimated capacity construction.
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9. Defined Benefits

(PPL, PPL Energy Supplyand PPL Electric)

Effective July 1, 2014, PPL's primary defined benefit pension plan and postretirement medical plan were closed to newly
hired IBEW Local 1600 employees. As such, the majority of PPL's defined benefit pension plans are now closed to newly
hired employees.

(All Registrants except PPL Electric and KU)

Certain net periodic defined benefit costs are applied to accounts that are further distributed between capital and expense,
including certain costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the
net periodic defined benefit costs (credits) of the plans sponsored by PPL. PPL Energy Supply, LKE and LG&E for the
periods ended June 30:

Pcn.siun BcncHts

PEL
Scn'ice cosi

Inicresi cosi

Expected return ot^plan assets
Amortization of:

Prior service cost

Actuarial (gain) loss
Net periodic defined tKnefil
costs (credits) prior to
icmtinaiion benefits

Termination benefits (a)

Net periodic defined benefit
costs (credits)

Three Months Six Months

U.S. U.K. U.S. U.K.

2014 2013 2014 2013 2014 2013 2014 2013

$ 25 S 32 S 18 S 16 S 51 S 63 S .36 S .34

58 53 90 78 117 107 178 1.59

(75) (73) (132) (113) (149) (147) (262) (231)

5 5 10 11

8 20 33 37 15 40 66 75

21

20

37 9 18 44

20

74 18 37

$ 41 S 37 S 9 S 18 S 64 S 74 S 18 S 37

Pension KcncfiLs

Three Month.s Six Months

PPL Energy Supply

Service cost

lnterc.sl cost

Expected retum 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)

LC&E

Service cost

Interest cost

Expected retum on plan assets
Amortization of:

Prior service cost

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

2014 2013 2014 2013

S 2 $ 2 S 3 S 4

2 2 4 4

(3)

1

(2) (.1)

1

(.5)

1

S 2 S 2 s 3 S 4

s 5 S 6 s 11 s 13

16 15 33 31

(21) (20) (41) (41)

1 1 •) ?

3 9 6 17

s 4 s 11 $ 11 s 22

s 1 $ 1 $ 1

3 s 4 7 7

(-5) (.5) (10) (10)

2 4

1

3

1

7

s 1 s 3 s 2 s 6

(a) See Note 10 for details of a one-time voluntary retirement window offered to certain bargaining unit employees.
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PPL

Service cost

Interest cost

Expected return on plan assets
Amonization 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

Net periodic defined benefit costs (credits)

(All Registrants except PPL)

In addition lo the specific plans they sponsor, PPL Energy Supply subsidiaries are also allocated costs of defined benefit
plans sponsored by PPL Services, and LG&E is allocated cosis of defined benefit plans sponsored by LKE based on their
participation in those plans, which management believes are reasonable. PPL Eleciric and KU do not directly sponsor any
defined benefit plans. PPL Electrie 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 June 30, PPL Services allocated the following net periodic defined benefit costs to PPL
Energy Supply subsidiaries and PPL Electric, and LKE allocated the following net periodic defined benefit costs to LG&E
and KU.

PPL Energy Supply (a)
PPL Electric (a)

LG&E

KU

Other Postreliremenl Benefits

Three Months Six Months

2014 2013 2014 2013

s 3 S 3 $ 6 $ 7

8 7 16 14

(7) (6) (13) (12)

2 3

s 4 $ 6 $ 9 S 12

s 1 S 1 $ 2 $ 2

3 2 5 4

(2) (1) (3)

1

(2)

1

s 2 $ 2 $ 5 S .S

Three Months

2014

23

10

2

I

2013

12

9

3

5

Six Months

2014

30

l.-i

4

4

2013

23

18

6

9

(a) The three and six months ended June 30. 2014 include S16 million and S4 million of lenninaiion benefits for PPL Energy Supply and PPL Electric
related to a one-tinx: voluntary retirement window offered to certain bargaining unit employees. See Note 10 for additional information.

10. Commitments and Contingencies

Energy Purchase Commitments

{PPL Electric)

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

Legal Matters

(All Registrants)

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

WKE Indemnification (PPL and LKE)

Sec footnote (h) to the table in "Guarantees and Other Assurances" below for information on an LKE indemnity relating to its
former WKE lease, including related legal proceedings.
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(PPL and PPL Energy Supply)

Sierra Club Litigation

On March 6, 2013, the SierraClub and the MEIC filed a complaint in the U.S. District Court, District of Montana, Billings
Division against PPLMontana and theotherColsirip Steam Electric Station (Colstrip) co-owners: Avista Corporation, Puget
Sound Energy, Portland General Electric Company, Northwestern Energy and Pacific Corp. PPL Montana operates Colstrip
on behalfof the co-owners. The suit allegescertain violations of the Clean Air Act, including NewSource Review, Title V
and opacity requirements and listed 39 separate claims for relief. The complaint requests injunctive relief and civil penalties
onaverage of $36,000 per day perviolation, including a request that the owners remediate environmental damage and that
$100,000 of the civil penalties be used for beneficial mitigation projects.

OnJuly 27,2013, theSierra Club and MEIC filed an additional Notice, identifying additional plant projects that are alleged
not to be in compliance with the Clean Air Act. In September2013, the plaintiffs filed an amended complaint. This
amended complaint drops all claims regarding pre-2001 plant projects, as well as the plaintiffs' Title V and opacityclaims. It
does, however, add claims with respect to a number of posi-2000 plant projects, which effectively increased the numberof
projectssubject to the litigation by about 40. PPL Montana and the otherColstripowners filed a motion to dismiss the
amended complaint in October2013. On May22, 2014, the court dismissed the plaintiffs' independent Best Available
Control Technology claims and their Prevention of Significant Deterioration (PSD)claims for three projects, butdenied the
owners' motion to dismiss the plaintiffs' other PSDclaimson statuteof limitation grounds. In April 2014, trial as to liability
in this matter was re-scheduled to June 2015. A trial date with respect to remedies, if there is a finding of liability, has not
been scheduled. PPL Montana believes it and the other co-owners have numerous defenses to the allegations set forth in this
complaint and will vigorously assert thesame. PPL Montana cannot predict the ultimate outcome of thismatter at this time.

(PPL LKE and LGiSiE)

Cane Run Environmental Claims

On December 16, 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint
against LG&E and PPL in the U.S. District Court for the Western District of Kentucky for alleged violations of the Clean Air
Act and RCRA. In addition, these plaintiffs assert common law claims of nuisance, trespass and negligence. These plaintiffs
seek injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the common
lawclaims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property
values for a class consisting of residents within four miles of the plant. In their individual capacities, theseplaintiffsseek
compensation for alleged adverse health effects, in response to a motion to dismiss filed by PPL and LG&E, on July 17,
2014 the courtdismissed the plaintiffs' RCRA claims and all butone of its Clean Air Act claims, but declined to dismiss their
common law tort claims. PPL, LKE and LG&E cannot predict the outcome of this matter or the potential impact on
operations of the Cane Run plant. LG&E has previously announced that it anticipates retiring the coal-fired unitsat Cane
Run before the end of 2015.

Mill Creek Environimental Claims

On May 28, 2014, the SierraClub filed a citizensuit against LG&E in the U.S. District Court for the Western Districtof
Kentucky for alleged violations of the Clean WaterAct. The Sierra Club alleges that variousdischarges at the Mill Creek
plant constitute violations of theplant's water discharge permit. The Sierra Club seekscivil penalties, injunctive relief, plus
costs and attorney's fees. PPL, LKE and LG&Ecannot predict the outcome of this matter or the potential impact on the
operations of the Mill Creek plant but believe the plant is operating in compliance with the permits.

Regulatory Issues

(All Registrants except PPL Energy Supply)

See Note 6 for information on regulatory matters related to utility rate regulation.
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iPPL PPL Energy Supply and PPL Electric)

New Jersey Capacity LeQislation

In January 2011, NewJerseyenacteda law thai intervenes in the wholesale capacity market exclusively regulated by the
FERC (the Act). To create incentives for the development of new, in-state electricity generation facilities, the Act
implements a long-term capacityagreement pilot program (LCAPP). The Act requires New Jersey utilities to pay a
guaranteed fixed price for wholesale capacity, imposed by the NewJersey Board of Public Utilities (BPU), to certain new
generators participating in PJM, with the ultimate costs of that guarantee to be borne by NewJersey 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 newgeneration would not be economic. The Act could depresscapacityprices
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 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 and Commerce
clauses of the U.S. Constitution and requesting declaratory and injunctive relief barring implementation of the Act by the
BPU Commissioners. In October 2013, the U.S. District Court in New Jersey issued a decision finding the Act
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate
the wholesale sale of electricity in interstate commerce. The decision has been appealed to the U.S. Court of Appeals for the
Third Circuit by CPV Power Development, Inc., Hess Newark, LLC and the State of New Jersey and oral argument was held
on March 27, 2014. 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 electricity 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 (District
Court) 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, and requested declaratory and injunctive relief barring implementation of the
order by the MD PSC Commissioners. In September 2013, the District Court issued a decision finding the MD PSC order
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate
the wholesale sale of electricity in interstate commerce. The decision was appealed to the U.S. Court of Appeals for the
Fourth Circuit (Fourth Circuit) by CPV Power Development, Inc. and the State of Maryland. In June 2014, the Fourth
Circuit affirmed the District Court's opinion and subsequently denied the appellants' motion for rehearing.

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 20(K) through June 2001.
In August 2(X)7, 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, the FERC initiated proceedings to consider additional evidence. In July
2012, PPL Montana and the City of Tacoma, one of the two parties claiming refunds at FERC, reached a settlement whereby
PPL Montana paid $75 thousand to resolve the City of Tacoma's $23 million claim. The settlement does not resolve the
remaining claim outstanding at June 30, 2014 by the City of Seattle for approximately $50 million. Hearings before a FERC
Administrative Law Judge (ALJ) regarding the City of Seattle's refund claims were completed in October 2013 and briefing
was completed in January 2014. In March 2014, the ALJ issued an initial decision denying the City of Seattle's complaint
against PPL Montana. The initial decision is pending review by the FERC.

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
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whether any subsidiaries will be the subjectof any additional governmental investigations or named in other lawsuits or
refund proceedings. Consequently, PPL and PPL Energy Supplycannotestimatea range of reasonably possible losses, if
any, related to this matter.

(All Registrants)

FERC Market-Based Rate Authority

In 1998, the FERC authorized LC&E, KU and PPL EncrgyPlus to make wholesale sales of electricity 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 LC&E, KU, PPL EnergyPlus, PPL Electric, PPL Montana and most of PPL
Generation's subsidiaries. In December 2013, PPL and these subsidiaries filed market-based rate updates for the Eastern and
Western regions. In June 2014, the FERC accepted PPL and its subsidiaries' updated market power analysis finding that they
qualify for continued market-based rate authority in the Western region, which acceptance became final in July 2014. The
filings for the Eastern region remain pending before the FERC. The Registrants cannot predict the ultimate outcome of the
update filings for the Eastern region at this time.

Electricity - 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 SI 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 (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.

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.

As previously reported, in October 2012, the FERC initiated its consideration of proposed changes to Reliability Standards to
address the impacts of geomagnetic disturbances on the reliable operation of the bulk-power system, which might, among
other things, lead to a requirement to install equipment that blocks geomagnetically induced currents on implicated
transformers. On May 16, 2013, FERC issued Order No. 779, requiring NERC to submit two types of Reliability Standards
for FERC's approval. The first type would require certain owners and operators of the nation's electricity infrastructure, such
as the Registrants, to develop and implement operational procedures to mitigate the effects of geomagnetic disturbances on
the bulk-power system. This NERC-proposed standard was filed by NERC with FERC for approval in January 2014 and was
approved on June 19, 2014. The second type is to require owners and operators of the bulk-power system to assess certain
geomagnetic disturbance events and develop and implement plans to protect the bulk-power system from those events and
must be filed by NERC with FERC for approval by January 22, 2015. The Registrants may be required to make significant
expenditures in new equipment or modifications to their facilities to comply with the new requirements. The Registrants are
unable to predict the amount of any expenditures that may be required as a result of the adoption of any Reliability Standards
for geomagnetic disturbances.

Environmental Matters - Domestic

(All Registrants)

Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to
modify, curtail, replace or cease operation of certain facilities or performance of certain operations to comply with statutes,
regulations and other requirementsof 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.
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LC&E and KU arc cniiilcd lo recover, ihrough the ECR mechanism, ceriain costs of complying with the Clean Air Act, as
amended, and those federal, state or local environmental requirements which are applicable to coal combustion wastes and
by-products from facilities that generate electricity from coal in accordance with approved compliance plans. Costs not
covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rale recovery before the
companies' respective state regulatory authorities, or the FERC, if applicable. Because PPL Electric does not own any
generating plants, its exposure to related environmental compliance costs is reduced. As PPL Energy Supply is not a rate-
regulated entity, it cannot seek to recover environmental compliance costs ihrough the mechanism of rale recovery. 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.

(All Registrants except PPL Electric)

CSAPR (formerly Clean Air Transport Rule) and CAIR

In July 2011, the EPA adopted the CSAPR. The CSAPR replaced the EPA's previous CAIR which was invalidated in July
2008 by the U.S. Court of Appeals for the District of Columbia Circuit (D.C. Circuit Court). CAIR subsequently was
effectively reinstated by the D.C. Circuit Court in December 2008, pending finalization of the CSAPR. Like CAIR, CSAPR
targeted sources in the eastern U.S. and would have required reductions in sulfur dioxide and nitrogen oxides in two phases
(2012 and 2014).

In December 2011, the D.C. Circuit 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 D.C. Circuit Court issued a ruling invalidating CSAPR, remanding
the rule to the EPA for further action, and leaving CAIR in place during the interim. In April 2014, the U.S. Supreme Court
reversed and remanded the D.C. Circuit Court's August 2012 decision, which may result in new or revised emission reduction
requirements, including the possible replacement of the CAIR program with CSAPR, depending on future determinations by
the EPA and the courts. On June 26, 2014, the DOJ filed a motion requesting the D.C. Circuit Court to lift the stay on
CSAPR. The CAIR program remains in place. PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict the outcome
of further regulatory and legal proceedings.

The Kentucky fossil-fueled generating plants meet the CAIR sulfur dioxide emission requirements by utilizing sulfur dioxide
allowances (including banked allowances) and optimizing existing controls. To meet the CAIR standards for nitrogen oxide
under the CAIR, the Kentucky companies will need to buy allowances and/or make operational changes. LG&E and KU do
not currently anticipate that the costs of meeting these reinstated CAIR standards will be significant.

PPL Energy Supply's Pennsylvania fossil-fueled generating plants meet the CAIR sulfur dioxide emission requirements with
the existing scrubbers that were placed in service in 2008 and 2009. To meet the CAIR standards for nitrogen oxides, 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 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As a result, states in the ozone transport
region (OTR), including Pennsylvania, are required by the Clean Air Act to impose additional reductions in nitrogen oxide
emissions based upon reasonably available control technologies. The PADEP has issued a draft rule requiring reasonable
reductions. However, the proposal is being questioned as too lenient by the EPA, other OTR states and environmental
groups. The PADEP may impose more stringent emission limits than those set forth in the proposed rule which could have a
significant impact on PPL Energy Supply's Pennsylvania coal plants. The EPA is expected to further tighten the ozone
standard in the near term, which may require further nitrogen oxide controls, particularly within the OTR.

In December 2012, the EPA issued final rules that tighten the National Ambient Air Quality Standard for fine particulates.
The rules were challenged by industry groups, and on May 9, 2014 the D.C. Circuit Court upheld them. Under the final
rules, states and the EPA have until 2015 to identify non-attainment areas, and states have until 2020 to achieve attainment
for those areas.

In 2010, the EPA finalized a new National Ambient Air Quality Standard for sulfur dioxide and required states to identify
areas that meet those standards and areas that arc in non-attainment. In July 2013, the EPA finalized non-attainment
designations for parts of the country, including part of Yellowstone County in Montana (Billings area) and part of Jefferson
County in Kentucky. Attainment must be achieved by 2018. States arc working on designations for other areas. On
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April 17, 2014 the EPA proposed limcframes for compleiing these designations. PPL, PPL Energy Supply, LK.E, LG&E and
KU anticipate that some of the measures required for compliance with the CAIR orCSAPR (as discussed above), or the
MATS, or the Regional Haze requirements (asdiscussed below), such as upgraded or new sulfur dioxide scrubbers at certain
plants and, in the case of LC&E and KU, the previously announced retirement ofcoal-fired generating units at the Cane Run,
Green River and Tyrone plants, will help to achieve compliance with the new sulfur dioxide standard. If additional
reductions were to be required, the financial impact could be significant. The short-term impact on the Corelie plant from the
EPA's final designation of part of Yellowstone County in Montana as non-attainment (as noted above) is not expected to be
significant, as PPL Energy Supply previously announced its intent to place the plant in long-term reserve status beginning in
April 2015.

Until final rulesare promulgated, non-attainment designations are finalized and slate compliance plansare developed, PPL,
PPLEnergy Supply, LKE, LG&E and KU cannot predict the ultimate outcome of the new National Ambient Air Quality
standards for ozone, sulfur dioxide and paniculate matter.

MATS

In May 2011, the EPA published a proposed regulation requiring stringent reductions of mercury and otherhazardous air
pollutants from powerplants. In February 2012, the EPA published the final rule, known as the MATS, withan effective
dale of April 2012. The rule, which waschallenged by industry groups and stales, was upheld by the D.C.Circuit Court in
April 2014. OnJuly 14, 2014, a coalition of 23 stales filed a petition seeking Supreme Court review of thisdecision. The
rule provides for a three-year compliance deadline with the potential for a one-yearextension as provided underthe statute.
LG&E, KU and PPL Energy Supplyhave received compliance extensions for certain plantsand are considering extension
requests for additional plants.

At the lime the MATS rule was proposed, LG&E and KU filed requests with the KPSC for environmental cost recovery
basedon theirexpected need to install environmental controls including chemical additive and fabric-filter baghouses to
remove air pollutants. Recovery of the cost of certaincontrols was granted by the KPSC in December 2011. LG&E's and
KU's anticipated retirement of certaincoal-fired electricity generating units located at Cane Runand Green River is in
response to MATS and otherenvironmental regulations. LG&E and KU arc continuing to assess whetherany revisions of
their approved compliance plans will be necessary.

With respect to PPL Energy Supply's Pennsylvania plants, PPL Energy Supply believes that installation of chemical additive
systems may be necessary at certaincoal-fired plants, the capital cost of which is not expected to be significant. PPL Energy
Supplycontinues to analyze the potential impact of MATS on operating costs. With respect to PPL Energy Supply's
Montana plants, modifications to the air pollution controls installed on Colslrip may be required, thecost of which is not
expected to besignificant. For theCorette plant, PPLEnergy 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 was determined to be impaired in
December 2013. Sec Note 18 in PPL's and PPL Energy Supply's 2013 Form lO-K for additional information.

PPL Energy Supply, LG&E and KU are continuing to conduct in-depth reviews of the MATS, including the potential
implications to scrubber wastcwater discharges. Sec thediscussion of eflluenl limitations guidelines and standardsbelow.

Regional Haze and Visibility

The EPA's regional haze programs were developed under theClean Air Act to eliminate man-made visibility degradation by
2064. Under the programs, slatesare required to make reasonable progress everydecade, through the application, among
other things, of Best Available Retrofit Technology (BART)on powerplantscommissioned between 1962 and 1977.

The primary power plant emissions affecting visibility aresulfurdioxide, nitrogen oxides and particulates. To date, the focus
of regional haze activity has been the western U.S. because the EPA had determined that the regional trading program in the
eastern U.S. under the CSAPR satisfies BART requirements to reducesulfurdioxide and nitrogen oxides. Although the D.C.
Circuit Court's August 2012 decision to vacate and remand the CSAPR has been reversed by the U.S. Supreme Court, future
decisions by the EPA and the courts will determine whether power plants located in the eastern U.S., including PPL'splants
in Pennsylvania and Kentucky, will be subject to additional reductions in sulfur dioxide and nitrogen oxidesas required by
BART. In addition, LG&E's Mill Creek Units 3 and 4 are required to reduce sulfuric acid mist emissions because they were
determined to have a significant regional haze impact. These reductions arc required in the regional haze state
implementation plan that the Kentucky Division for AirQuality submitted to the EPA. LG&E is currently installing sorbent
injection technology to comply with these reductions, thecostsof which are not expected to besignificant.
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In Montana, the EPA Region 8 developed the regional haze plan as the MDEQdeclined to do so. The EPA finalized the
Federal Implementation Plan (PIP) for Montana in September2012. The final FIP assumed no additional controls for Corette
or Colstrip Units 3 and 4, but proposed lighter limits for Coretteand Colstrip Units 1and 2. PPL EnergySupplyexpects 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 "MATS" discus.sion above). Under the
final FIP, Colstrip Units 1 and 2 may require additional controls, including the possible installation of an SNCR and other
technology, to meet more stringent nitrogen oxides and sulfur dioxide limits. The cost of these potential additional controls,
if required, could be significant. Both PPL and environmental groups have appealed the final FIP to the U.S. Court of
Appeals for the Ninth Circuit. Oral arguments were held on May 16,2014.

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, but they have received no further communications from the EPA since providing their responses. In January
2009, PPL, PPL Energy Supply 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 and
November 2012, PPL Montana received information requests from the EPA regarding projects undertaken during a Spring
2012 maintenance outage at Colstrip Unit 1. In September 2012, PPL Montana received an information request from the
MDEQ regarding Colstrip Unit 1 and other projects. MDEQ formally suspended this request on June 6, 2014, in
consideration of pending litigation. The EPA request remains an open matter. PPL and PPL Energy Supply cannot predict
the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

In August 2(X)7, 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.

States and environmental groups also have commenced litigation alleging violations of the NSR regulations by coal-fired
generating plants across the nation. See "Legal Matters" above for informationon a lawsuit filed by environmental groups in
March 2013 against PPL Montana and other owners of Colstrip.

If PPL subsidiaries are found to have violated NSR regulations by significantly increasing pollutants through a major plant
modification, PPL, PPL Energy Supply, LKE, LG&E and KU would, among other things, be required to meet stringent
permit limits reflecting Best Available Control Technology (BACT) for pollutants meeting the National Ambient Air Quality
Standards (NAAQS) in the area and reflecting Lowest Achievable Emission Rates for pollutants not meeting the NAAQS in
the area. The costs to meet such limits, including installation of technology at certain units, could be material.

rC2 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 coal-fired generating unit, but the agency upheld the permit in an order
issued in September 2(X)7. In response to subsequent petitions by environmental groups, the EPA ordered certain non-
material changes to the permit which, in January 2010, were incorporated into a final revised permit issued by the Kentucky
Division for Air Quality. 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 arc exhausted, PPL, LKE, LG&E and KU
cannot predict the outcome of this matter or the potential impact on plant operations, including increased capital costs, if any.

Climate Change

(Alt Registrants)

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 new
light-duty vehicle emissions standards that applied 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. The EPA's rules were challenged in court and on June 23, 2014 the U.S.
Supreme Court ruled that the EPA has the authority to regulate GHG emissions under these provisions of the Clean Air Act
but only for stationary sources that would otherwise have been subject to these provisions due to significant increases in
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emissions of other poliuianis. As aresult, any new sources or major modifications to an existing GHG source causing anet
significant increase in GHG emissions must comply with BACT permit limits for GHGs if it would otherwise be subject to
BACT or lowest achievable emissions rate limits due to significant increases in other pollutants.

In June 2013, President Obama released his Climate Action Plan that reiterates the goal of reducing greenhouse gas
emissions in the U.S. in the range of 17% below 2005 levels by 2020 through such actions as regulating power plant
emissions, promoting increased use of renewables and clean energy technology, and establishing tighter energy efficiency
standards. Also, by Presidential Memorandum, the EPA was directed to issue arevised proposal for new power plants (a
prior proposal was issued in 2012) by September 20, 2013, with a final rule in a timely fashion thereafter, and to issue
proposed standards for existing plants by June I, 2014 with a final rule to be issued by June 1, 2015. The EPA was further
directed to require that states develop implementation plans for existing plants by June 30, 2016. The Administration's
increase in its estimate of the social cost of carbon" (which is used to calculate benefits associated with proposed
regulations) from $23.80 to $38 per metric ton in 2015 may also lead to more costly regulatory requirements; the White
House Office of Management and Budget opened this issue for public comment and PPL submitted comments. Additionally,
the Climate Action Plan requirements related to preparing the U.S. for the impacts of climate change could affect PPL and
others in the industry as modifications to electricity delivery systems to improve the ability to withstand major storms may be
needed in order to meet those requirements.

The EPA issued its revised proposal for new sources on September 20, 2013 as directed by the White House. This proposal
was published in the Federal Register on January 8, 2014. The comment period closed on May 9, 2014. Unlike the EPA's
prior proposal, the EPA's revised proposal established separate emission standards for coal and gas units based on the
application of different technologies. The coal standard is based on the application of partial carbon capture and
sequestration technology, but because this technology is not presently commercially available, the revised proposal
effectively precludes the construction ofnew coal plants. The standard for NGCC power plants is the same as the EPA
proposed in 2012 and is not continuously achievable.

The EPA's proposed regulation addressing GHG emissions from existing sources was published in the Federal Register on
June 18, 2014. The proposal contains state-specific rate-based reduction goals and guidelines for the development,
submission, and implementation ofstate plans to achieve the state goals. State-specific goals were calculated from 2012 data
by applying EPA's very broad interpretation and definition of the Best System of Emission Reduction resulting in very
stringent targets to be met in two phases (2020-2029 and 2030 and beyond). The EPA believes it has offered some flexibility
to the states as to how state compliance plans can be crafted, including the option to demonstrate compliance on a mass basis
and through multi-slate collaborations. The EPA is also proposing potential state plan extensions based on the plan filed
(single or multi-state). PPL is analyzing the proposal and potential impacts in preparation for submitting comments to the
EPA by the October 16, 2014 deadline. The regulation of GHG emissions from existing plants could have asignificant
industry-wide impact depending on the structure and stringency ofthe final rule and state implementation plans.

(PPL and PPL Energy Supply)

The PADEP submitted to the EPA aGHG white paper on April 10, 2014 regarding the regulation ofcarbon dioxide
emissions under Section I11 (d) of the Clean Air Act. The PADEP expects to achieve reductions required under the EPA's
proposed rule by increasing efficiency at existing fossil-fuel plants and/or reducing generation. The PADEP specifically
excludes demand-side energy efficiency projects (such as DSM and Act 129 programs) from consideration under the
program, which makes it more difficult for Pennsylvania to achieve the reduction levels proposed for Pennsylvania by the
EPA, as the EPA assumed significant reductions due to demand-side energy efficiency. On July I, 2014, abill passed the
Pennsylvania House ofRepresentatives (HB 2354) requiring the PADEP to obtain General Assembly approval of any state
plan addressing GHG emissions under the EPA's rules for existing plants. The legislation, which will next be considered by
the Pennsylvania Senate, includes provisions to minimize the exposure to a federal implementation plan due to legislative
delay.

(PPL, LKE. LG&Eand KU)

In November 2(X)8, the Governor of Kentucky issued acomprehensive energy plan including non-binding targets aimed at
promoting improved energy efficiency, development of alternative energy, development ofcarbon 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. In November 2011, the
Council i.ssued a final report to the Secretary of Kentucky's Energy and Environment Cabinet for consideration. The final
report acknowledged that the recommendations would require additional review and analysis prior to implementation, and
that many of the recommendations would likely require, in part, further legislative or regulatory actions. The impact of any
such plan is not now detcrminabic, but the costs to comply with the plan could be significant. In April 2014, the Kentucky
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Genera! Assembly passed legislation which limits the measures which the Energy and Environment Cabinet may consider in
setting performance standards to comply with the EPA's regulations governing GHG emissions from existing sources. The
legislation provides that such slate GHG performance standards shall be based on emission reductions, efficiency measures,
and other improvements available at each power plant, rather than renewable energy, end-use energy efficiency, fuel
switching and re-dispatch. These statutory restrictions will make it more difficult for Kentucky to achieve the GHG
reduction levels which the EPA has proposed for Kentucky.

(All Registrants except PPL Electric)

Anumber of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against
various companies with GHG emitting plants and, although the decided cases to date have not sustained claims brought on
the basis ofthese theories of liability, the law remains unsettled on these claims. In September 2009, the U.S. Court of
Appeals for the Second Circuit in the case ofAEP v. Connecticut reversed a federal district court's decision and ruled that
several stales and public interest groups, as well as the City ofNew York, could sue five electric utility companies under
federal common law for allegedly causing a public nuisance as a result oftheir emissions ofGHGs. In June 2011, the U.S.
Supreme Court overturned the Second Circuit and held that such federal common law claims were displaced by the Clean Air
Act and regulatory actions ofthe EPA. In addition, in Comer v. Murphy Oil (Comer case), the U.S. Court ofAppeals for the
Fifth Circuit (Fifth Circuit) declined to overturn adistrict court ruling that plaintiffs did not have standing to pursue stale
common law claims against companies that emit GHGs. The complaint in the Comer case named the previous indirect parent
ofLKE 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 Comer 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 district court granted defendants' motions to dismiss the state common law claims. Plaintiffs appealed to
the U.S. Court of Appeals for the FifthCircuit and in May 2013, the Fifth Circuit affirmed the districtcourt'sdismissal of the
case. Additional litigation in federal and state courts over such issues is continuing. The Registrants cannot predict the
outcome of these lawsuits or estimate a range of reasonably possible losses, if any.

Renewable Energy Legislation

(All Registrants)

There has been interest in renewable energy legislation at both the state and federal levels; however, no legislation is
expected to become law in 2014 at cither the federal or state levels.

(PPL, PPL Energy Supply and PPL Electric)

In Pennsylvania, bills were introduced calling for an increase in Alternative Energy Portfolio Standard (AEPS) Tier I
obligations and tocreate a $25 million permanent funding program for solar generation. Bills (SB 1171 and HB 100) were
also introduced to add natural gas asa qualified AEPS resource, and another bill (HB 1912) would repeal the AEPS Act
entirely. All these bills remain in committee and areunlikely to advance. An interim legislative committee in Montana is
reviewing the state's Renewable Portfolio Standard (RPS). PPL and PPL Energy Supply cannot predict at this lime whether
thecommittee will recommend any changes to existing laws. In New Jersey, a bill (S-1475) has been introduced to increase
the current RPSstandard to 30% from Class I sourcesby 2020. The chairman of the Senate Environmental Committee has
convened a workgroup to look at further changes to New Jersey's RPS law toenable New Jersey to meet emissions goals
established in the slate's Global Warming Response Act. PPL and PPL Energy Supply are unable to predict the outcome of
this legislation at this time.

The Registrants believe there arc financial, regulatory and operational 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 toaugment intermittent renewable generation,
potential generation over-supply and downward pressure onenergy prices 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. PPLand
PPL Energy Supply cannot predict at this time theeffect on their competitive plants' future competitive position, results of
operation, cash flows and financial position of renewable energy mandates that may be adopted, although thecosts to
implement and comply with anysuchrequirements could be significant.
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Water/Waste

Coal Combustion Residuals (CCRs) (All Regisirams except PPL Electric)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs (as either hazardous or
non-hazardous) under the RCRA. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. Regulating CCRs as
ahazardous waste under Sublillc Cof the RCRA would malerialiy 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 EPA's proposed
approach to regulate CCRs as non-hazardous waste under Subtitle Dof the RCRA would mainly affect disposal and most
significantly alfect any wet disposal operations. Under this approach, many ofthe 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 EPA s proposed non-hazardous waste regulations, 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 ofCCR management facilities at several PPL plants and PPL has implemented or is
implementing 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 ofData Availability (NODA) requesting comments on selected documents it
received during the comment period for the proposed regulations. On September 20, 2013, in response to the proposed
Effluent Limitation Guidelines, PPL submitted comments on the proposed CCR regulations. Also, on September 3, 2013,
PPL commented on asecond CCR NODA seeking comment on additional information related to the EPA's proposal.

Acoalition ol environmental groups and two CCR recycling companies have filed lawsuits against the EPA seeking a
deadline for final rulemaking and, in settlement ofthat litigation, the EPA has agreed to issue its final rulemaking on the
Subtitle D option addressed above by December 19, 2014.

In July 2013, the U.S. House ofRepresentatives passed House Bill H.R. 2218, the Coal Residuals and Reuse Management
Act of 2013, which would preempt the EPA from issuing final CCR regulations and would set non-hazardous CCR standards
under RCRA and authorize slate permit programs. It remains uncertain whether similar legislation will be passed by the U.S.
Senate. 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 financial and
operational impact isexpected to be material ifCCRs are regulated ashazardous waste and significant ifregulated as non-
hazardous.

Trimble County Landfill Permit (PPL, LKE. LC&E and KU)

In May 2011, LG&E submitted anapplication for a special waste landfill permit to handle coal combustion residuals
gencralcd at the Trimble County plant. After extensive review ofthe permit application in May 2013, the Kentucky Division
ofWaste Management denied the permit application on the grounds that the proposed facility would violate the Kentucky
Cave Protection Act because it would eliminate an on-siie karst feature considered to be a cave. After assessing additional
options for managing coal combustion residuals, in January 2014, LG&E submitled to the Kentucky Division ofWaste
Management a landfill permit application for an alternate siteadjacent to the planl. PPL, LKE, LG&E and KU are unable to
determine ihe potential impact ol this matter until a landfill permit is issued and any resulting legal challenges are concluded.

Seepages and Groundwater Infiltration - Pennsylvania, Montana and Kentucky

(All Registrants except PPL Electric)

Seepages or groundwater infiltralion 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 ofseepages orgroundwater infiltration atvarious facilities and have completed orare working with
agencies to respond to notices of violations and implement assessment or abatement measures, where required or applicable.
A rangeof reasonably possible losses cannotcurrentlybe estimated.
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(PPL and PPL Energy Supply)

In Augusi 2012, PPL Montana entered into an Administrative Order on Consent (AOC) with the MDEQ which establishes a
comprehensive process to investigate and remediate groundwaier seepage impacts related to the wastewater facilities at the
Colstrip power plant. The AOC requires that within five years PPL Montana provide financial 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 ifthe actions required under the AOC will create the need to adjust the existing ARO related to these facilities.

In September 2012, Earihjustice filed an affidavit pursuant to Montana's Major Facility Siting Act (MESA) that sought
review ofthe AOC by Montana's Board ofEnvironmental Review (BER) on behalf ofthe Sierra Club, the MEIC, and the
National Wildlife Federation. 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, Earthjusticc filed apetition for
review ol the AOC in the Montana state district court in Rosebud County. This matter was stayed in December 2012. In
April 2014, Earihjustice filed a motion for leave to amend the petition for review and to lift the stay which was granted by the
court in May 2014. PPL Montana and MDEQ responded to the amended petition and filed partial motions to dismiss in Julv
2014. ^

(All Registrants except PPL Electric)

Clean Water Act/316(b)

The EPA s final rule under 316(b) was issued on May 16, 2014. The rule contains two requirements to reduce impact to
aquatic organisms atcooling water intake structures. The first requires all existing facilities to meet standards for the
reduction ofmortality ofaquatic organisms that become trapped against water intake screens (impingement) regardless ofthe
levels of mortality actually occurring or the cost to achieve the standards. The second requirement is to determine and install
the best technology available to reduce mortality ofaquatic organisms pulled through a plant's cooling water system
(cntrainment). Aform ofcost-benefit analysis is allowed for this second requirement involving asite-specific evaluation
based on nine factors, including impacts to energy delivery reliability and the remaining useful life ofthe plant. PPL, PPL
Energy Supply, LKE, LG&E and KU are evaluating compliance strategics but do not presently expect the compliance costs
to be material.

Effluent Limitations Guidelines (ELGs) and Standards

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewater permits. The proposed limitations are based on the EPA review ofavailable treatment technologies and their
capacity for reducing pollutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well asnew limits for scrubber wastewater and landfill leachate. The EPA's proposed ELG regulations
contain requirements that would affect the inspection and operation ofCCR facilities, if finalized. The EPA has indicated
that it will coordinate these regulations with the regulation ofCCRs discussed above. The proposal contains alternative
approaches, some of which could significantly impact PPL's coal-fired plants. PPL, PPL Energy Supply, LKE, LG&E and
KU worked with industry groups to comment on the proposed regulation on September 20, 2013. The EPA has agreed to a
new deadline for the final rule ofSeptember 30, 2015 which is contingent upon the EPA meeting its deadline of December
19, 2014 for issuing its final CCR regulations. At the present lime, PPL, PPL Energy Supply, LKE, LG&E and KU are
unable to predict theoutcome of this matter or estimate a range of reasonably possible costs, but thecostscould be
significant. Pending finalization of the ELGs, certain states (including Pennsylvania and Kentucky) and environmental
groups arc proposing more stringent technology-based limits in permit renewals. Depending onthe final limits imposed, the
costsof compliance could be significant and costscould be imposed ahead of federal timelines.

(All Registrants)

Waters of the United States (WOTUS)

On April 21, 2014, the EPA and the U.S. Army Corps ofEngineers (Army Corps) published the proposed rule defining
Waters of the United States (WOTUS) that could significantly expand the federal government's interpretation of what
constitutes WOTUS subject to regulation under theClean Water Act. The comment deadline is October 20, 2014. If the
definition isexpanded as proposed by the EPA and the Army Corps, permits and other regulatory requirements may be
imposed for many matters presently not covered (including vegetation management for transmission lines and activities
affecting storm water conveyances and wetlands), the implications of which could be significant. The U.S. House and Senate
are considering legislation to block these regulations.
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Other Issues

The EPA is reassessing its poiychlorinaied biphenyls (PCB) regulations under the Toxic Substance Control Act, which
currently allow certain PCB articles to remain in use. In April 2010, the EPA issued an Advanced Notice ofProposed
Rulemaking for changes to these regulations. This rulemaking could lead to a phase-out ofall or some PCB-containing
equipment. The EPA is planning to propose the revised regulations in November 2014. PCBs arc found, in varying degrees,
in all ofthe 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.

(PPL and PPL Energy Supply)

Asubsidiary ofPPL Energy Supply has investigated alternatives to exclude fish from the discharge channel at its Brunner
Island plant. In June 2012, a Consent Order and Agreement (CCA) was signed allowing the subsidiary to study a change in a
cooling lower operational method that may keep fish from entering the channel. The CCA required a retrofit of impingement
control technology at the intakes to the cooling lowers, at a cost that would have been significant. Based on the results of the
first year ofstudy, the PADEP has suggested closing the CCA and writing a new CCA to resolve the issue. PPL is in
negotiations with the agency at this time. PPL and PPL Energy Supply cannot predict at this time the outcome of the
proposed new COA and what impact, ifany, it would have on their facilities, but the costs could be significant.

(PPL. LKE. LG&EandKU)

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 waterdischarges from the TrimbleCounty plant. In November 2010, theCabinet issued a final order
upholding thepermit. In December 2010, theenvironmental groups appealed theorderto theTrimble Circuit Court, but the
case wassubsequently transferred to the Franklin CircuitCourt. In September 2013, thecourt reversed the Cabinet order
upholding the permit and remanded the permit to the agency for further proceedings. In October 2013, LG&E filed a notice
of appeal with the Kentucky Court of Appeals. PPL, LKE, LG&E and KU are unable to predict the outcome of this matter or
estimate a range of reasonably po.ssible losses, if any.

Superfund and Other Remediation (All Regisirams)

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 siteand the Ward Transformer site. Clean-up actions have been or are
beingundertaken 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 Eleciric's share ofcosts at multi-party sites increase
substantially more thancurrentlyexpected, thecosts 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 suchas 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 siteconditions andarc 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 cannot estimate a range of reasonably possible losses, ifany, 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 slates may establish stricter standards for water
quality and soil cleanup. This could require several PPL subsidiaries to lake more extensive assessment and remedial actions
at former coalgas 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 lime to time, PPL Energy Supply, PPL Electric, LG&E and KU undertake remedial action in response to notices of
violations, spills or otherrclea.scs at various on-siie and off-site locations, negotiate with the EPA and state and local agencies
regarding actions necessary for compliance withapplicable requirements, negotiate withproperty ownersand other third
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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 todate, resolution of these environmental matters is not
expected to have a significant adverse impact on these Registrants' operations.

Future cleanup orremediation 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

Nuclear Insurance {PPL and PPL Energy Supply)

The Price-Anderson Act is a United Stales Federal law which governs liability-related issues and ensures the availability of
funds for public liability claims arising from an incident at any of the U.S. licensed nuclear facilities. It also seeks to limit the
liability ofnuclear reactor owners for such claims from any single incident. Effective September 10,2013, the liability limit per
incident is $13.6 billion for such claims which is funded by insurance coverage from American Nuclear Insurers and an industry
assessment program.

Under the industry assessment program, in the event ofa nuclear incident atany ofthe reactors covered by The Price-Anderson
Act, as amended, PPL Susquchanna could be asscs.sed up to $255 million per incident, payable at $38 million per year.

Additionally, PPL Susquehanna purchases property insurance programs from NEIL, an industry mutual insurance company of
which PPL Susquehanna is a member. Effective April I,2014, facilities at the Susquchanna plant are insured against property
damage losses up to $2.0 billion. PPL Susquehanna also purchases an insurance program that provides coverage for the cost of
replacement power during prolonged outages of nuclear units caused by certain specified conditions.

Under the NEIL property and replacement power insurance programs, PPL Susquehanna could be assessed retrospective
premiums in theeventof the insurers' adverse loss experience. This maximum assessment is $46 million.

Pennsylvania Coal Plants (PPLand PPLFnerpv Supply)

In the fourth quarter of 2013, management tested the Brunner Island and Montour plants for impairment and concluded
neither was impaired asof December 31, 2013. There were no events or changes in circumstances that indicated a
recoverabilily test was required to be performed in 2014. The carrying value of the Pennsylvania coal-fired generation assets
was $2.5 billion as of June 30, 2014 ($1.3 billion for Brunner Island and $1.2 billion for Montour).

Labor Unions (PPL. PPL EnergySupplyand PPL Electric)

In May 2014, PPL's, PPL Energy Supply's and PPL Electric's bargaining agreement with its largest IBEW local expired.
PPL, PPL Energy Supply and PPL Electric finalized a new three-year labor agreement with the IBEW local in May 2014 and
the agreement was ratified in early June 2014.

As part ofefforts to reduce operations and maintenance expenses, the new agreement offered a one-time voluntary retirement
window tocertain bargaining unit employees. The benefits offered under this provision are consistent with thestandard
separation program benefits for bargaining unit employees. As a result, for the three andsix months ended June 30,2014, the
following estimated separation benefits were recorded:

Pension Bcnefiis

Severance Compensation
Total Separation Benefits

Numkterof Employees
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The separaiion benefits were reeorded in "Other operation and maintenance" on the Statement of Income. The pension
benefits arcaccrued in "Accrued pension obligations" and the severance compensation is accrued in "Other current liabilities'
on the Balance Sheet at June 30, 2014. Substantially all of the severance compensation will be paid in the third and fourth
quarters of2014. The remaining terms of the new labor agreement arc not expected to have a significant impact on the
financial results of PPL, PPL Energy Supply or PPL Electric.

Guarantees and Other Assuranees

(All Regisiranis)

In the normal course of business, the Registrants enter into agreements that provide financial performance assurance to third
parties on behalf ofcertain subsidiaries. Such agreements include, for example, guarantees, stand-by letters ofcredit issued
by financial institutions and surety bonds issued by insurance companies. These agreements arc entered into primarily to
support or enhance the crcditworthiness attributed to a subsidiary on a stand-alone basis or to facilitate the commercial
activities in which these subsidiaries engage.

(PPL)

PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.

(All Regisiranis)

The table below details guarantees provided asof June 30, 2014. "Exposure" represents the estimated maximum potential
amount of future payments that could be required to be made under the guarantee. The probability of expected
paymentyperformance under each of these guarantees is remote except for "WPD guarantee of pension and other obligations
ofunconsolidaied entities" and "Indemnification of lease termination and other divestitures." The total recorded liability at
June 30, 2014 and December 31, 2013, was $25 million and $26 million for PPL and S19 million for both periods for LKE.
Forreporting purposes, ona consolidated basis, allguarantees of PPL Energy Supply (other than the letters ofcredit), PPL
Electric, LKE. LG&E and KU also apply to PPL, and all guarantees of LC&E and KU alsoapply to LKE.

OPFL
Indemniricncions related to the WPDMidlandsacquisition
WPD indeinnillcaiions for entities in liquidation and sales of assets

WPD guarantee of pension and other obligations of unconsolidaied entities

FPL Kncrgy SiidpIv

1-cticrs of credit issued on behalf of affiliates

Indemnifications for sales of assets

Guaranteeof a ponion of a divested unconsolidaied entity'sdebt

PPL Rleclric

Guarantee of inventory value

LKE

Indemnification of lease lemiinaiion and other divestitures

LC&E and KU

LG&E and KU guarantee of shortfall related to OVEC

E-vpo-surc ut
June 30. 2014

(a)
12 (b)

131 (c)

Expiration
Date

O

4.^ (d)
2.«iO (e)

22 (0

38 (g)

2017-2018

2014 - 20I.S

202.5

2018

2017

301(h) 2021-2023

(i)

(a) Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties andassets owned by theseller
that were transferred to WPD Midlands in connection with the acquisition. A cross indemnity hasbeenreceived from the selleron the tax issue. The
maximum exposure andexpiration 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.

(b) Indemnification to theliquidators andcenainothers forexisting liabilities orexpenses or liabilities arising during theliquidation process. The
indemnifications are limited todistributions made from thesubsidiary to its parent either prior or subsequent to liquidation orare not explicitly staled
in theagreements. Theindemnifications generally expire twoto.seven years subsequent to thedateof dissolution of theentities. Theexposure noted
only includesthose cases where the agrcctncnis provide for specific limits.

In connectionwith their sales of various businesses. WPDand its affiliateshave provided the purchaserswith indemnifications that arc standard for
such transactions, including indemnifications forcertain pre-existing liabilities and environmental and tax matters or haveagreed to continue their
obligations under existing third-party guarantees, either fora set period of time following the transactions or upon thecondition that thepurchasers
makereasonable effortsto terminate theguarantees. Finally. WPDand its affiliates remain secondarily responsible for lease payments undercenain
leases that they have assigned to third parties.
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(c) Rclaics 10 certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating
members. Costs are allocated to the members and can be reallocated ifan existing member becomes insolvent. At June 30. 2014. WPD has recortlcd
an esiimaied discounted liability for which the expccied paynKni/perfonnance is probable. Neither the expiration date nor the maximum amount of
potential payments for certain obligations is explicitly stated in the related agreements, and as a result, the exposure has been estimated

(d) Standby letter of credit arrangements under PPL Energy Supply's ciedit facilities for the purposes of protecting various third parties against
nonperformance byPPL This is nota guarantee byPPL ona consolidated basis.

(e) Indemnincations arc governed by the .specific sales agreement and include breach ofthe representations, warranties and covenants, and liabilities for
certain other matters. PPL Energy Supply's maximum exposure with respect to certain indemnifications and the expiration of the indemnifications
cannot be estimated because 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 dale noted is based on those cases in which the agtcemcms provide for specific limits.

(0 Relates to aguarantee of one-third of the divested entity's debt. The purchaser provided across-indemnity, secured by alien on the purchaser's stock
of the divested entity. The exposure noted reflects principal only.

(g) Athird funy logistics firm provide inventory procurement and fulfillment serx'ices. The logistics firm has title to the inventory, however, upon
tenninaiion ofthe contracts. PPL Electric has guaranteed to purchase any remaining inventory that has not been used or sold.

(h) LKE provides certain indemnifications, the most stgnificani of which relate to the tenninaiion of the WKE lease in July 2009. These guarantees cover
the due and puncmal payment, performance and discharge by each paity 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 WKF under the
WKE Transaction Termination Agreement. This guarantee has a term of 12 years ending July 2021. and acumulative maximum exposure of S200
million. Certain items such as government fines and penalties fall outside the cumulative cap. LKE has contested the applicability of the
indemnification requirement relating to one matter presented by acounterparty under this guarantee. Another guarantee with amaximum exposure of
SlOO million covenng other indemnifications expires in 2023. In May 2012. LKE's indemnitee received an arbitration panel's decision affecting this
matter, which granted LKE's indemnitee cenain rights offirst refusal to purchase excess power at a market-based price rather than at an absolute fixed
price. In January 2013. LKE's indemnitee commenced aproceeding in the Kentucky Court ofAppeals appealing the l^ccember 2012 order ofthe
Henderson Circuit Court, confirming the arbitration award. On May .30. 2014. the Court of Appeals issued an opinion affirming the lower court
decision, but LKE's indemnitee h.is filed aPetition for Rehearing with the Court of Appeals. LKE believes its indemnification obligations in this
matter remain subject to various uncertainties, including potential for additional legal challenges regarding the arbitration decision as well as future
pnccs. availability and demand for the subject e.xcess power. LKE continues to evaluate various legal and commercial options with respect to this
indemnification matter. The ultimate outcomes of the WKE termination-related indemnifications cannoi be predicted at this lime. Additionally. LKE
has indemnified various third panics 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 offormal claims under
such indemnities made by any pany at this time. LKE could be recjuired to perform on these indemnifications in the event ofcovered losses or
liabilities being claimed by an indemnified pany. LKE cannot predict the ultimate outcomes ofsuch indemnification circumstances, but docs not
currently expect such outcomes to result in significant losses above theamounts recorded.

(i) Pursuant to the OVEC power purchase contract. LC&E and KU are obligated to pay for their share of OVECs exce.ss debt service, post-retirement and
decommissioning costs, as well as any shonfall from amounts currently included within ademand charge designed and currently expected to cover
these costs over the term ofthe contract. The maximum exposure and the expiraiion date of these potential obligations are not presently dctcmiinable.
See "Energy Purchase Commitments" and "Guarantees and Other Assurances" inNote \5 in PPL's. LKE's. LG&E'sand KU's20l3 Form lO-K for
additional information on theOVECpowerpurchase contract.

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 ecjuipment 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 ofguarantees and the probability ofpayment/performance under these guarantees is remote.

PPL, on behalf ofitself and certain ofits subsidiaries, maintains insurance that covers liability assumed under contract for
bodily injury and property damage. The coverage provides maximum aggregate coverage of$225 million. This insurance
may be applicable toobligations 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 aportion ofthe
PLR generation supply through these competitive .solicitations. The sales and purchases between PPL EnergyPlus and PPL
Electric are included in the Statements ofIncome as "Unregulated wholesale energy to affiliate" by PPL Energy Supply and
as "Energy purchases from affiliate" by PPL Electric.

Under the standard Default Service Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers
to post collateral once credit exposures exceed defined credit limits. PPL EnergyPlus is required to po.si collateral with PPL
Electric when: (a) the market price ofelectricity to be delivered by PPL EnergyPlus exceeds the contract price for the
forecasted quantity ofelectricity to be delivered; and (b) this market price exposure exceeds a contractual credit limit.
During the .second quarter of2014, PPL Energy Supply experienced adowngrade in its corporate credit ratings to below
investment grade. As a result ofthe downgrade ofPPL Energy Supply, as guarantor, PPL EnergyPlus no longer has an
established credit limit and was required to post an insignificant amount ofcollateral at June 30, 2014. In no instance is PPL
Electric required to post collateral tosuppliers under these supply contracts.
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PPL Elcclric's cusiomcrs may choose an aliernaiive supplier for iheir generaiion supply. See Note 2 for additional
information regarding PPLElcctric's purchases of accounts receivable from alternative suppliers, including PPL EnergyPlus.

At June 30, 2014, PPL Energy Supply had a net credit exposure of $24 million from PPL Electric from its commitment as a
PLR supplier and from the sale of its accounts receivable to PPL Electric.

Support Costs (AllRegistrants except PPL)

Both PPLServicesand LKS provide the respective PPL and LKEsubsidiaries withadministrative, management and support
services. Where applicable, the costs of these services are charged to the respective subsidiaries as direct support costs.
General costs that cannot be directly attributed to a specific subsidiary are allocated and charged to the respective subsidiaries
as indirect supportcosts. PPLServices uses a three-factor methodology that includes the subsidiaries' invested capital,
operation and maintenance expenses and number of employees to allocate indirect costs. LKS bases its indirect allocations
on the subsidiaries' number of employees, total assets, revenues, number of customers and/or other statistical information.
PPL Services and LKS charged the following amounts for the periods ended June 30, and believe these amounts are
reasonable, including amounts applied to accounts that are further distributed between capital and expense.

PPL Energy Supply from PPL Scr%'iccs
PPL Electric from PPL Services

LKE from PPL Services

LC&E from LKS

KU from LKS

Three Months

2014

54

38

4

.57

59

2013

52

34

4

67

44

Six Months

2014

112

79

8

105

112

2013

109

72

8

106

110

LC&E and KU also 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 LKE and LG&E and LKE and KU are
reimbursed through LKS.

Intercompany Borrowings (PPL Electric and LKE)

A PPL Electric subsidiary periodically holds revolving demand notes from certain affiliates. At June 30, 2014, there was no
balance outstanding. At December 31, 2013, $150 million was outstanding and was reflected in "Notes receivable from
affiliate" on the Balance Sheet. The interest rates on borrowings are equal to one-month LIBOR plus a spread. The interest
rale on the outstanding borrowing at December 31, 2013, was 1.92%. Interest earned on these revolving facilities was not
significant for the three and six months ended June 30, 2014 and 2013.

LKE maintains a $225 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow
funds on a short-term basis at market-based rales. The interest rale on borrowings is equal to one-month LIBOR plus a
spread. There were no balances outstanding at June 30, 2014 and December 31, 2013.

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 June 30, 2014 and December 31, 2013, $16 million and $70 million were

outstanding and were reflected in "Notes receivable from affiliates" on the Balance Sheets. The interest rate on the loan
based on the PPL affiliate's credit rating is currently equal to one-month LIBOR plus a spread. The interest rates on the
outstanding borrowing at June 30, 2014 and December 31, 2013 were 2.15% and 2.17%. Interest income on this note was
not significant for the three and six months ended June 30, 2014 and 2013.

Other (All Registrants except PPL and LKE)

See Note 9 for discussions regarding intercompany allocations associated with defined benefits.

12. Other Income (Expense) - net

(All Registrants)

The components of "Other Income (Expense) - net" for the periods ended June 30 was:
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Three Months Six Months

2014 2013 2014 2013

PPL

Other Income

Earnings on securities in NDT funds S 6 $ .5 S 12 S 10

interest income 3 4 1

AfTJIX: - equity component
Miscellaneous • Domestic

2

2

2

7

5

4

5

9

Miscellaneous • U.K. 1

Total Other Income 13 14 25 26

Other Expense
Economic foreign currency exchange contracts (Note 14)
Charitable contributions

72
•y

(4)
4

96

9

(12.3)
8

Spinoff of PPL Energy Supply transaction costs (Note 8)
Miscellaneous - Domestic

16

5 1

16

8 5
Miscellaneous - U.K. 1 1

Total Other Expense 9.5 1 130 (109)
Other Income (Expense) • net S (82) S 13 S (10.5) S 135

"Other Income (Expense) - net" for the three and six months ended June 30, 2014 and 2013 for PPL Energy Supply is
primarily the earnings on securities in NOT funds. The components of "Other Income (Expense) - net" for the three and six
months ended June 30, 2014 and 20! 3 for PPL Electric, LKE, LG&E and KU arc not significant.

13. Fair Value Measurements and Credit Concentration

(All Registrants)

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 eost) 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 financial assets
and liabilities is measured on a net basis. Transfers between levels are recognized at end-of-reporiing-period values. During
the three and six months ended June 30, 2014 and 2013, there were no transfers between Level I and Level 2. See Note I in
each Registrant's 2013 Form 10-K for information on the levels in the fair value hierarchy.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

.Itmc 30, 2014 December 31. 2013

Total Level 1 Level 2 l^evel 3 Total Level 1 i^evel 2 Level 3

PPL

Assets

Cash and cash equivalents S 1,269 S 1.269 S 1.102 S 1.102

Restricted cash and cash equivalents (a) 408 408 1.56 1.56

Price risk management assets:
Energy commodities I..374 2 S 1.206 S 166 1.188 3 S 1.123 S 62

Interest rale swaps 1 1 91 91

Foreign currency contracts 2 2

Total price risk management assets 1.377 2 1.209 166 1.279 3 1.214 62

NDT funds:

Cash and cash equivalents 16 16 14 14

Equity securities
U.S. large-cap 580 432 148 .547 409 138

U.S. mid/small-cap 85 35 50 81 33 48

Debt securities

U.S. Treasury 97 97 95 95

U.S. govemmeni sponsored agency 6 6 6 6

Municipality 78 78 77 77

Invesinwnt-grade corporate 4! 41 38 38

Other 6 6 5 5

Receivables (payables). net 2 2 1 (1) 2

Total NDT funds 911 580 331 864 550 314

Auction rate securities (b) 16 16 19 19

Total assets S 3.981 S 2.259 S 1..540 $ 182 S 3.420 S I.8II S 1.528 S 81

ppll0q_6-14_Final As RIcd.docx 70



O

O

o

June 30, 2014 December 31, 2013

Liabilities
Price risk management liabilities:

Energy commodities S 1.480 $ 2 S I..3S6 $ 92 S 1.070 % 4 $ 1.028 s; 38Interest rate swaps .'>4 54 36 36Foreigncurrencycontracts 176 176 106 106Cross-currencyswaps 47 47 32 32
Total price risk management liabilities S 1.757 $ 2 s 1.663 $ 92 s 1.244 S 4 S 1.202 S 38

PPL Enerpv Supply
Assets

Cash and cash equivalents s 264 s 264 s 239 S 239
Restrictedcash and cash equivalents(a) 34.3 .343 85 85
Price risk managcnx:nt assets;

Energy commodities I..374 2 s 1.206 $ 166 1.188 3 ,5 1.123 5 62
Total price risk management assets 1.374 2 1.206 166 1.188 3 1.123 62
NDT funds:

Cash and cash equivalents 16 16 14 14
Equity securities

U.S. large-cap 580 432 148 .547 409 138
U.S. mid/small-cap 85 35 50 81 33 48

IXbt securities

U.S. Treasury 97 97 95 95
U.S.government sponsoredagency 6 6 6 6
Municipality 78 78 77 77
Investment-grade corporate 41 41 38 38
Other 6 6 5

1

5
Receivables (payablcs). net 2 2 (1) •>

Total NDT funds 911 580 331 864 550 314
Auction rale securities (b) 13 13 16 16

Total assets s 2.905 s I.1S9 s 1..5.37 S 179 s 2..392 s 877 S 1.437 S 78

Liabilities

Price risk management liabilities:
Energy cotnmodilies s 1.480 s 2 s 1.386 $ 92 s 1.070 s 4 .s 1.028 s 38

Total price risk management liabilities s 1.480 s 2 s I..386 S 92 s 1.070 s 4 s 1.028 s 38

PPL Electric

Assets

Cash and cash equivalents s 149 s 149 s 25 25
Restricted cash and cash equivalents(c) 3 3 12 12

Total assets s 152 s 1.52 s 37 s 37

LKE

Assets

Cash and cash equivalents s 23 s 23 s 35 s 35
Restricted cash and cash equivalents (d) 21 21 22 •yy

Total assets s 44 s 44 s 57 s 57

Liabilities

Price risk management liabilities:
Interest rate swaps $ 42 s 42 s 36 s 36

Total price risk management liabilities s 42 s 42 s 36 s 36

LG&E

Assets

Ca.sh and cash equivalents s 5 s 5 8 8 s 8
Restricted cash and cash equivalents(d) 21 21 22 22

Total assets s 26 $ 26 s 30 s 30

Liabilities

Price risk managenKni liabilities:
Interest rate swaps s 42 s 42 s 36 s 36

Total price risk management liabilities s 42 s 42 s 36 s 36

KU

Assets

Cash and cash ec)uivalenis s IS s 18 s 21 s 21

Total assets s IS s 18 s 21 s 21
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(a) CufTcnt portion is included in "Restricted cash and cash equivalents" and long-tertn portion is included in "Other noncurreni assets" on the Balance
Sheets.

(b) Included in "Other investments" on the Balance Sheets.
(c) Current portion isincluded in Other current assets" and long-term portion isincluded in "Other noncurrent assets" on the Balance Sheets
(d) Included in "Other noncurrent assets" on the Balance Sheets.

Areconciliation ofnet assets and liabilities classified asLevel 3 for the periods ended June 30, 2014 isas follows:

PPL

Balance at beginning of
period
Total lealixed/unrcalized

gains (losses)
Included ineamings
Included in OCI (a)

Purchases

Sales

Settlements

Transfers out of L.cvel 3

Balance at end of period

PPL Energy ShddIv

Balance at beginning of
period
Total realix.ed/unrcalized

gains (losses)
Included in earnings

Purchases

Sales

Settlements

Balance at end of period

Three Months sis Months
Energy

Commodities,
net

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

Securities Swaps Total net Securities Swaps Total

S 33 S 24

72 (63)

(6) (6)

(9) 119

S 90 S 74

17 S

72

(6)

(9)

74 S

17 S

16

16

13 30 24 S

72

(6)
72

(6)
(63)

(6)

(9) (9) 119

S 74 $ 13 S 87 $ 74

19

(1)

(3)

16 S

16

(3)

13

43

(63)

(1)
(6)
(3)

119

90

40

(63)
(6)
(3)

119

87

"Avaiiabie-for-saie securities" on the Statements of Comprehensive Income.

A reconciliation of net assets and liabilities classified as Level 3 for theperiods ended June 30, 2013 is as follows:

Fair Value Measurements Using Signincunt Unohser\-ablc Inputs (Ivcvcl 3)
Three Months Six Months

Energy Auction Cross- Energ}' Auction Cross-
Commodities, Rate Currency Commodities, Rale Curreno"

net Securities Swaps Total net Securities Swaps Total
PPL

BalarKe at beginning of
period S 14 S 16 S 30 S 22 S 16 S 1 S 39
Total realized/unrealized

gains (losses)
Included in earnings 14 14 6 6
Included in OCI (a) 3 3

Sales (2) (2) (2) (2)
Settlements 4 4 3 3
Transfers into Level 3 6 3 $ 3 12 7 3 3 13
Transfers out of Level 3 4 4 4 (4)

Balance at end of period $ 40 S 19 S 3 5 62 $ 40 S 19 S 3 s 62

PPL Enerrv Sunnlv

Balance at beginning of
period s 14 S 13 S 27 $ 22 S 13 % 35
Total realized/unrealized

gains (losses)
included in earnings 14 14 6 6

Sales (2) (2) (2) (2)
Settlements 4 4 3 3
Transfers into Level 3 6 3 9 7 3 10
Transfers out of Level 3 4 4 4 4

Balance at end of period s 40 $16 S 56 $ 40 S 16 s 56
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(a) "Energy Commodities, net" and "Cross-Currency Swaps" arc included in "Qualifying derivatives" and "Auction Rate Securities" arc included in
Availablc-for-sale securities" on the Statements ofComprehensive Income.

The significant unobscrvable inputs used in and quantitative information about the fair value measurement ofassets and
liabilities classified as Level 3 are as follows:

PPL

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

FTR purchase contracts (d)

Heat rate options (e)

Auction rate securities (0

PPL Energy SudpIv

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

FTR purchase contracts (d)

Heat rale options (e)

Auction rate securities (0

PPL

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

Auction rale securities (0

PPL Energy SuopIv

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

Auction rate securities (0

Fair Value, net
Asset

(Liability)
Valuation

Technique

7 Discounted cash flow

(63) Discounted cash flow

6 Discounted cash Dow

124 Discounted cash flow

16 Discounted cash flow

7 Discounted cash flow

(63) Discounted cash flow

6 Discounted cash flow

124 Discounted cash flow

13 Discounted cash flow

Fair Vuluc, net
Asset

(Liubilily)
Valuation

Technique

36 Discounted cash flow

(12) Discounted cash flow

19 Discounted cash flow

36 Discounted cash flow

(12) Discounted cash flow

16 Discounted cash flow

June 30, 2014

Unobsci^'able

Input(s)

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Historical settled prices used to
model forward prices

Proprietary model used to
calculate forward prices

Modeled from SiFMA Index

Proprietary model used to
calculate forward prices
Proprietary model used to
calculate forward prices

Historical settled prices used to
model forward prices

Proprietary model used to
calculate forward prices

Modeled from SIFMA Index

December 31, 2013

Unobservable

Inpul(s)

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Modeled from SIF^IA Index

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Modeled from SIFMA Index

Range
(Weighted

Average) (a)

14%. 100% (35%)

14%- 100% (79%)

100% (100%)

22%- 100% (44%)

58% • 75% (67%)

14%. 100% (35%)

14%- 100% (79%)

IOO%(IOO%)

22%- 100% (44%)

59%-75% (68%)

Range
(Weighted

Average) (u)

10% • 100% (86%)

100%- I00%(I00%)

10%-80% (63%)

I0%- 100% (86%)

100%. I00%(l00%)

10%-80% (63%)

(a) For energy commodities and auction rate securities, the range and weighted average repre.sent the percentage offair value derived from the
unobservable inputs.

(b) As the forward price ofnatural gas increases/fdecreases). the fair value ofpurchase contracts increases/(decreases). As the forward price ofnatural gas
incrcascs/(decreases). the fair valueof sates contracts (decreases)/increascs.

(c) As forward market prices incrca.sc/(dccrcasc). the fair value ofcontracts (decreases)/increases. As volumetric assumptions for contracts in again
position incrcase/(decrease). the fair value ofcontracts increascs/(decrcascs). As volumetric assumptions for contracts in a loss position
increase/(decrease). the fair valueof thecontracts (dccreases)/increascs.

(d) As the forward implied spread incrcases/(dccreascs). thefairvalue of thecontracts incrcascs/(decrcases).
(e) The proprietaiy model used to calculate fair value incorporates market heat rates, correlations and volatilities. As the market implied heat rate

increa,scs/(dccreases). the fair valueof the contracts increa.se.s/((iccreascs).
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(0 The model used lo calculate fair value incorporaics an assumption that the auctions will continue to fail. As the modeled forwaid rates ofthe SIFM A
Index mcrease/fdecrease). the fair value of the securities increases/(dccrcases).

Nei gains and losses on assels and liabilities classified as Level 3and included in earnings for the periods ended June 30 arc
reported in the Statements of Income as follows:

PPL and PI*L Energy Supply
Total gains(losses) included in earnings
Change inunrealized gains (losses) relating
to positions still heldat thereporting date

PPL and PPL Energy SuddIv

Total gains (losses) included in earnings S (31) $ (9) $ (51) $ | «5 j 19
Change inunrealized gains (losses) relating
to positions still held at the reponing date 44 (9) (21) 17 (3) S ''

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
contracts, which arc valued using the market approach and arc classified as Level I. Level 2contracts are valued using
inputs which may include quotes obtained from an exchange (where there is insufficient market liquidity to warrant inclusion
in Level I), 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. Energy commodity contracts include
forwards, iutures, swaps, options and structured transaciions 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 other standard industry models. 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.

When unobservable inputs arc significant to the fair value measurement, a contract isclassified as Level 3. Level 3 contracts
are valued using PPL proprietary models which may include significant unobservable inputs such as delivery at a location
where pricing is unobservable, delivery dates that arc beyond the dates for which independent quotes are available,
volumetric assumptions, implied volatilities, implied correlations, and market implied heat rates. Forward transactions,
including forward transaciions classified as Level 3, are analyzed by PPL's Risk Management department, which reports to
the Chiel 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 arc 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 arc transferred between Level 2and Level 3. The primary reasons for the
transfers during 2013 were changes in the availability ofmarket information and changes in the significance ofthe
unobservable inputs utilized in the valuation of the contract. As the delivery period ofa 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-Currencv
Swaps {PPL, LKE, LG&E and KU)

To manage interest rate risk, PPL, LKE, LC&E and KU use interest rate contracts such as forward-starting swaps, fioating-
to-fixed swaps and fixed-to-floaiing swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts
such as forwards, options and cross-currency swaps that contain characteristics ofboth interest rale and foreign currency
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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 rales (e.g.,
GBP), 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 ofdefault and estimated recovery rates based on historical observances. When the credit valuation
adjustment is signiHcant to the overall valuation, the contracts are classified as Level 3. For PPL, the primary reason for the
transfers between Level 2and Level 3during 2014 and 2013 was the change in the significance ofthe credit valuation
adjustment. Cross-currency swaps are valued by PPL's Treasury department, which reports to the CFO. Accounting
personnel, who also report to the CFO, interpret analysis quarterly to classify the contracts in the fair value hierarchy.
Valuation techniques areevaluated periodically.

(PPL and PPL EnergySupply)

NOT Funds

The market approach is used to measure the fair value ofequity securities held in the NOT funds.

• The fair value measurements oi equity securities classified as Level I are based on quoted prices in active markets.

• The fair value measurements of investments in commingled equity funds arc classified asLevel 2. These fair value
measurements arc based on firm quotes ofnet asset values per share, which arc not obtained from aquoted price in an
active market.

The fair value ofdebt securities is generally measured using a market approach, including the use ofpricing models which
incorporate observable inputs. Common inputs include benchmark yields, 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 monthly payment data, future predicted cash
flows, collateral performance and new issue data.

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 probability ofrealizing losses on these securities is not significant.

The fair value ofauction 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 arc estimated based on the SIFMA Index, crcditworthiness, and
liquidity assumptions driven by the impact ofauction failures. When the present value offuture interest payments is
significant to the overall valuation, the auction rate securities are classified as Level 3. The primary reason for the transfers
during 2013 was the change in discount rates and SIFMA Index.

Auction rate securities are valued by PPLs Treasury department, which reports to the CFO. Accounting personnel, who also
report to the CFO, interpret the analysis quarterly to classily the contracts in the fair value hierarchy. Valuation techniques
arc evaluated periodically.

Nonrecurring Fair Value Measurements (PPL andPPL Energy Supply)

The following nonrecurring fair value measurement occurred during the six months ended June 30, 2014, resulting in an asset
impairment:

Carrying Fair Value Measurement Using
Amount (a) Level 3 Loss(b)

PPL and PPL Energy SiidpIv

Kcrr Dam Projeci S 47 $ 29 S 18

(a) Rcprcscm.s carrying value before fair value measurement.
(b) The loss on the Kerr Dam Projeci was recorded in the Supply segment and included in "Other operation and maintenance" on PPL's and PPL Energy

Supply',s Statement of Income.
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The signihcani unobservablc inputs used in and the quantitative information about the nonrceurring fair value measurement
o{ assets and liabilities classified as Level 3 are as follows:

Fair Value, net
Asset

(Liability)
Valuation

Technique

Significant
Unobscrs'able

Input(s)

Range
(Weighted

Avcraee)(a)

PPL and PPL Energy Supply
Kcrr Dam Projeci

March 31.2014 29 Discounied cash flow Proprieiary model used to
calculate plant value

38% (38%)

(a) The range and weighted average represent the percentage of fair value derived from the unobscrvable inputs.

Kerr Dam Project

As disclosed in Note 11 in PPfs and PPL Energy Supply's 2013 Form lO-K, PPL Montana holds ajoint operating license
issued for the Kerr Dam Project. The license extends until 2035 and, between 2015 and 2025, the Confederated Salish and
Kootenai Tribes of the Flathead Nation (the Tribes) have the option to purchase, hold and operate the Kerr Dam Project. The
parties submitted the issue of the appropriate amount of the conveyance price to arbitration in February 2013. In March
2014, the arbitration panel issued its final decision holding that the conveyance price payable by the Tribes to PPL Montana
is $18 million. As aresult of the decision, PPL Energy Supply performed arecoverability lest on the Kcrr Dam Project and
recorded an impairment charge. PPL Energy Supply performed an internal analysis using an income approach based on
discounted cash flows (a proprietary PPL model) to assess the fair value of the Kerr Dam Project. Assumptions used in the
PPL proprietary model were the conveyance price, forward energy price curves, forecasted generation, and forecasted
operation and maintenance expenditures that were consistent with assumptions used in the business planning process and a
market participant discount rate. Through this analysis, PPL Energy Supply determined the fair value ofthe Kcrr Dam
Project to be $29 million at March 31, 2014.

The assets were valued by the PPL Energy Supply Financial Department, which reports to the President of PPL Energy
Supply. Accounting personnel, who report to the CFO, interpreted the analysis to appropriately classify the assets in the fair
value hierarchy.

Financial Instruments Not Recorded at Fair Value (All Registrants)

The carrying amounts of contract adjustment payments related to the 2011 Purchase Contract component of the 2011 Equity
Units and long-term debt on the Balance Sheets and their estimated fair values arc set forth below. The fair values of these
instruments were estimated using an income approach by discounting future cash flows at estimated current cost offunding
rates, which incorporate the credit risk of the Registrants. These instruments areclassified as Level 2. The effect of third-
party credit enhancements is not included in the fair value measurement.

ContracI ndiiistment puvmenLs (a)
PPL

Long-lcrm debt

PPL

PPL Energy Supply
PPL Electric

LKE

LC&E

KU

(a) Included in "Oiher current liabilities" on the Balance Sheets.

The carrying value ofshort-term debt (including notes between affiliates), when outstanding, approximates fair value due to
the variable interest rates associated with the short-term debt and is classified as Level 2.
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Currying Carrying
Amount Fair Value Amount Fair Value

$ 21 S 22

S 21.123 S 22.958 20.907 22.177
2.523 2.6.30 2..525 2.658
2.602 2.915 2.315 2.483

4..566 4.879 4.565 4.672
1.353 1.428 1..3.53 I..372
2.091 2.264 2.091 2.1.55
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Credit Concentration Associated with Financial Instruments

(All Regislrants)

Coniracls are entered into with many entities for the purchase and sale of energy. When NPNS is elected, the fair value of
these contracts is not reflected in the financial statements. However, the fair value ofthese contracts is considered when
committing to new business from acredit perspective. See Note 14 for information on credit policies used to manage credit
risk, including master netting arrangements and collateral requirements.

(PPL and PPL EnergySupply)

At June 30, 2014, PPL and PPL Energy Supply had credit exposure of $805 million from energy trading partners, excluding
exposure from related parties (PPL Energy Supply only) and the effects ofnetting arrangements, reserves and collateral. As a
result ofnetting arrangements, reserves and collateral, PPL and PPL Energy Supply's credit exposure was reduced to $340
million. The top ten counterparties including their affiliates accounted for $192 million, or 56%, of these exposures. Seven
of these counterparties had an investment grade credit rating from S&P or Moody's and accounted for 65% of the lop ten
exposures. The remaining counterparties are below investment grade or have not been rated by S&P or Moody's, but are
current on their obligations. Sec Note 11 for information regarding PPL Energy Supply's related party credit exposure.

(PPL Electric)

PPL Electric is exposed to credit risk under energy supply contracts (including its supply contracts with PPL EnergyPlus);
however, its PUC-approved recovery mechanism is anticipated to substantially mitigate this exposure.

(LKE. LG&E and KU)

At June 30, 2014, LKE's, LG&E's and KU's credit exposure was not significant.

14. Derivative Instruments and Hedging Activities

Risk Management Objectives

(All Registrants)

PPL has a risk management policy approved by the Board ofDirectors to manage market risk associated with commodities,
interest rates on debt issuances and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including
non-performance risk and payment default risk). The RMC, comprised ofsenior 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 ofrisk 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 ofprice changes associated with a particular financial
orcommodity instrument as well as market liquidity and volumetric risks. Forward contracts, futures contracts, options,
swaps and structured transactions 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 NPNS is elected.

The table below summarizes the market risks that affect PPL and itsSubsidiary Registrants.
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Commcxiily price risk (includingbasis and
voluniclric risk)

Inicrcst rate risk:

Debt issuances

Defined benefit plans
NDT securities

Equity securities price risk:
Definedbenefit plans
NDT securities X
Future stock transactions X

Foreign currency risk - WPD investment and
earnings X

X =PPL and PPL Energy Supply actively mitigate market risks through their risk management programs described above.
M =The regulatory environments for PPL's regulated entities, by definition, significantly mitigate market risk.

Commodity price risk

• PPL isexposed locommodity price risk through its domestic subsidiaries asdescribed below. Volumetric risk is
significantly mitigated at WPD asa result of the method of regulation in the U.K.

• PPL Energy Supply is exposed to commodity price risk for energy and energy-related products associated with the sale of
electricity from its generating assets and other electricity and gas marketing activities and the purchase offuel and fuel-
related commodities for generating assets, as well as for proprietary trading activities.

• PPL Electric is exposed lo commodity price risk from its obligation as PLR; however, its PUC-approved cost recovery
mechanism substantially eliminates its exposure to this 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.

• LG&Es and KU s rales include certain mechanisms for fuel, gas supply and environmental expenses. These mechanisms
generally provide for timely recovery ofmarket price and volumetric fluctuations associated with these expenses.

Interest rale 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 limii exposure to market fluctuations on interest
and principal payments from changes in foreign currency exchange rates and interest rates. LC&E utilizes over-the-
counter interest rate swaps lo limit exposure to market fluctuaiions on floating-rate debt and LG&E and KU utilize
forward starting interest rate swaps to hedge changes in benchmark interest rales, when appropriate, in connection with
future debt issuances. This risk for PPL Electric, LG&E and KU issignificantly mitigated due lo recovery mechanisms in
place.

• PPL and its subsidiaries are exposed to interest rate risk associated with debt securities held by defined benefit plans.
This risk is significantly mitigated to the extent that the plans are sponsored at, orsponsored on behalf of, the regulated
domestic utiliiies and for certain plans ai WPD due to the recovery mechanisms in place. Additionally, PPL Energy
Supply isexposed to interest rate risk associated with debt securities held by the NDT.

Equity securities price risk

• PPL and its subsidiaries are exposed to equity securities price risk associated wiih defined benefit plans. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans atWPD due to the recovery mechanisms in
place. Additionally, PPL and PPL Energy Supply are exposed to equity securities price risk in the NDT funds.

• PPL is exposed toequity securities price risk from future stock salesand/or purchases.

PPL

PPL

Encrcv SuddIv
PPL

Electric LKE LG&E KU

X X M M M M

X X M M M M
X X M M M M
X X

X X M M M M
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Foreign currency risk

• PPL is exposed lo foreign currency exchange risk primarily associated with its investments and earnings in UK
affiliates.

Credit Risk

Credit risk is the potential loss that may be incurred due to acounterparty's non-performance.

PPL is exposed to credit risk from "in-the-money" 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 "in-the-money" commodity derivatives with its energy trading partners,
which include other energy companies, fuel suppliers, financial institutions, other wholesale customers and retail customers.

The majority of PPL and PPL Energy Supply's credit risk stems from commodity derivatives for multi-year contracts for
energy sales and purchases. IfPPL 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 financial losses. Those losses would be recognized immediately or through lower
revenues or higher costs in future years, depending on the accounting treatment for the defaulted contracts. In the event a
supplier ol 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 financial 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 ofcounterparty positions and the use ofmaster netting agreements or provisions. These
agreements generally include credit mitigation provisions, such as margin, prepayment orcollateral requirements. PPL and
its subsidiaries may request additional credit assurance, in certain circumstances, in the event that the counterparties' credit
ratings lall below investment grade, their tangible net worth falls below specified percentages 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 on the balance sheets 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 $13
million and $9 million at June 30, 2014 and December 31, 2013.

PPL Electric, LKE and LG&E had no obligation to return cash collateral under master netting arrangements atJune 30, 2014
and OecetTibcr 31, 2013.

PPL posted $25 million and LKE and LG&E posted $21 million ofcash collateral under master netting arrangements at
June 30, 2014. PPL, LKE and LG&E had posted $22 million ofcash collateral under master netting arrangements at
December 31, 2013.

PPL Energy Supply posted an insignificant amount ofcash collateral under master netting arrangements atJune 30, 2014 and
did not po.si any cash collateral at December 31, 2013. PPL Electric and KU did not post any cash collateral under master
netting arrangements at June 30, 2014 and December 31, 2013.

See "Offsetting Derivative Investments" below for a summary ofderivative positions presented in the balance sheets where a
right of sctoffexists under thesearrangements.

(PPL and PPL Energy Supply)

Commodity Price Risk (Non-trading)

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 activities. Several factors influence price levels and volatilities. These factors include, but arc not
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limiied (o, seasonal changes in demand, weaiher conditions, available generating assets within regions,
transportation/transmission availability and reliability within and between regions, market liquidity, and the nature andextent
of current and potential federal and slate regulations.

PPL Energy Supply maximizes the value of its unregulated wholesale and unregulated retail energy portfolios through the
use of non-trading strategies that include salesof competitive baseload generation, optimization of competitive intermediate
and peaking generation and marketing activities.

PPL Energy Supply has a formal hedging program toeconomically hedge the forecasted purchase and sale ofelectricity and
related fuels for itscompetitive baseload generation fleet, which includes 7,369 MW (summer rating) of nuclear, coal and
hydroelectric generating capacity. PPL Energy Supply attempts to optimize theoverall value of its competitive intermediate
and peaking fleet, which includes 3,309 MW (summer rating) of natural gas and oil-fired generation. PPL Energy Supply's
marketing portfolio iscomprised of full-requirement sales contracts and related supply contracts, retail natural gas and
electricity salescontracts and othermarketing activities. The strategies that PPLEnergy Supply uses to hedge its full-
requirement sales contracts include purchasing energy (ata liquid trading hub or directly at the load delivery zone), capacity
and RECs in the market and/or supplying theenergy, capacity and RECs from itsgeneration assets.

PPL and PPL Energy Supply enter into financial and physical derivative contracts, including forwards, futures, swaps and
options, to hedge the price risk associated withelectricity, natural gas, oil and other commodities. Certaincontractsare non-
derivatives or NPNS is elected and therefore they are not reflected in the financial statements until delivery. PPLand PPL
Energy Supply segregate their 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 theeffective portion of a derivative's gainor loss is
deferred in AOCl and reclassified into earnings when the forecasted transaction occurs. There were no active cash flow
hedges during the threeand six months ended June 30, 2014. At June 30, 2014, the accumulated net unrecognized after-tax
gains (losses) that are expected to be reclassified into earnings during the next 12 months were $22 million for PPL and PPL
Energy Supply. Cash flow hedgesare discontinued if it is no longer probable that theoriginal forecasted transaction will
occur by the end of the originally specified time periods and any amounts previously recorded in AOCl are reclassified into
earnings once it is determined that the hedge transaction is probableof not occurring. There were no such rcclassifications
for the three and six months ended June 30, 2014 and 2013.

For the three and six months ended June 30, 2014 and 2013, hedge ineffectiveness associated withenergy derivatives was
insignificant.

Economic Activity

Manyderivative 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 because
hedge accounting was not elected. These derivatives hedge a portion of the economic value of PPL Energy Supply's
competitive generation assetsand unregulated full-requirement and retailcontracts, which are subject to changes in fair value
due to market price volatility and volume expectations. Additionally, economic activity also 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, 2014 range in maturity through 2019.

Examples of economic activity may 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 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 capped at the price at
which the generating unit would be dispatched and therefore docs not expose PPL Energy Supply to uncovered market price
risk.

The unrealized gains (losses) for economic activity for the periods ended June 30 were as follows.
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Opcraiing Revenues
Unregulated wholesaleenergy
Unregulated retailenergy

Operating Expenses
Fuel

Energy purchases

Commodity Price Risk (Trading)

PPL Energy Supply has a propriclary trading strategy which is utilized to lake advantage ofmarket opportunities primarily in
its geographic footprint. As a result, PPL Energy Supply may at limes create a net open position in its portfolio that could
result in losses ifprices do not move in the manner ordirection anticipated. Net energy trading margins, which are included
in "Unregulated wholesale energy" on theStatements of Income, were $44 million and $58 million for the three and six
months ended June 30, 2014 and were insignificant for thesame periods in 2013.

Commodity Volumes

At June 30, 2014, the net volumes ofderivative (sales)/purchase contracts used in support ofthe various strategies discussed
above were as follows.

Commodity 2014(b)

Three Months Six Months
2014 2013 2014 2013

S (91) S .590 S (880) $ (2.32)
4 20 (22) 12

7 (4) 6 (5)
39 (479) 619 1.55

Volunwa (a)

2015 2016

Power

Capacily
Gas

Coal

FTRs

Oil

Unit of Measure

MWh

MW-Monih

MMBlu

Tons

MW-Monih

Barrels

(20.439.732)
(8.589)

66.064.719

45.000

4.283

68.966

(26.034.375)
(5.120)

40.183,723

3.364

363.660

(2.187,131)
.501

55.3.54..593

322.777

Thereafter

12.845.473

9

37.786.174

269.4.38

(a) Volumes for option contracts factor in the probability ofan option being exerci.scd and may be less than the notional amount ofthe option.
(b) Represents balanceof thecurrent year.

Interest Rate Risk

(PPL, LKE, LG&E and KU)

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.

Cash Flow Hedges

(PPL)

Inieresi rate risks include exposure to adverse interest rate movements for outstanding variable rate debtand for future
anticipated financings. Financial interest rate swap contracts that qualify ascash flow hedges may be entered into to hedge
floating interest rate risk associated with both existing and anticipated debt issuances. At June 30, 2014, outstanding interest
rate swap contracts range in maturity through 2026 for PPL's domestic interest rate swaps. These swaps had anaggregate
notional value of $475 million at June 30, 2014.

At June .30,2014, PPL held a notional position in cross-currency interest rate swaps totaling $1.3 billion that range in maturity
through 2028 to hedge the interest paymentsand principal of WPD's U.S.dollar-denominated senior notes.

For the three months ended June 30, 2014, PPL had no hedge ineffectiveness associated with interest rate derivatives. There
were insignificant amounts of hedge ineffectiveness associated with interest rate derivatives for the six months ended
June 30, 2014 and three and six months ended June 30, 2013.

ppll0q_6-14_Final As Filecl.docx



o

o

o

Cash flow hedges are disconiinued if it is no longer probable that the original forecasted transaction will occur by the end of
the originally specified lime period and any amounts previously recorded in AOCl are reclassified into earnings once it is
determined that the hedged transaction is probable of not occurring. For thesix months ended June 30, 2014, PPL had an
insignificant amount reclassified associated with disconiinued cash flow hedges. There were no such reclassificaiions for the
three months ended June 30, 2014 and the three and six months ended June 30, 2013.

At June 30, 2014, the accumulated net unrecognized after-tax gains (losses) onqualifying derivatives that areexpected to be
reclassified into earnings during the next 12 months were $(13) million. Amounts are reclassified as the hedged interest
payments are made.

Economic Activity(PPL. LKEand LG&E)

LG&E enters into interest rate swap contracts that economically hedge interest payments on variable ratedebt. Because
realized gains and losses from the swaps, including a terminated swap contract, arc 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
underlying hedged interest expense is recorded. At June 30, 2014, LG«feE held contracts with a notional amount of $179
million that range in maturity through 2033.

Foreign Currency Risk (PPL)

PPL isexposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. 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.

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. Thecontracts outstanding at June 30,2014had a notional amount of £306 million (approximately $494 million based
on contracted rates). The settlement dates of thesecontracts range from November 2014 through June 2016.

Additionally, a PPL Global subsidiary that has a U.S. dollar functional currency entered intoGBPintercompany loans
payable with PPLWEM subsidiaries that have GBPfunctional currency. The loans qualify as a net investment hedge for the
PPL Global subsidiary. Assuch, the foreign currency gains and losses on the intercompany loans for the PPL Global
subsidiary arc recorded to the foreign currency translation adjustment component of OCI. At June 30,2014, theoutstanding
balances of the intercompany loans were £38 million (approximately $64 million based on spot rates). For the three and six
months ended June 30, 2014, PPL recognized an insignificant amount of net investment hedgegains (losses) on the
intercompany loans in the foreign currency translation adjustment component of OCI. For the three and six months ended
June 30, 2013, PPL recognized an insignificant amount and $6 million of net investment hedgegains (losses)on the
intercompany loans in the foreign currency translation adjustment component of OCI.

At June 30, 2014, PPL had $(16) million of accumulated net investment hedgeafter lax gains (losses) that were included in
the foreign currency translation adjustment component of AOCI, compared to an insignificant amount at December 31, 2013.

Economic Activity

PPLenters into foreign currencycontracts on behalfof a subsidiaryto economically hedgeGBP-denominated anticipated
earnings. At June 30, 2014, the totalexposurehedged by PPL wasapproximately £1.7 billion (approximately $2.8 billion
basedon contracted rates). These contracts had termination dates ranging from July 2014 through December 2016.

Accounting and Reporting

(All Registrants)

All derivative instrumentsare recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected.
NPNScontracts for PPL and PPL Energy Supply include certain full-requirement sales contracts, other physical purchase and
sales contracts and certain retail energy and physical capacity contracts, and for PPL Electric includecertain 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 unlessspecific hedgeaccounting criteria are met and designated as such, except for the
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changes in fair values of LG&E's inicrest rale swaps ihai are recognized as regulatory assets. Sec Note 6 for amounts
recorded in regulatory assets and regulatory liabilities at June 30, 2014 and December 31, 2013. PPL and PPL Energy
Supply have many physical and financial commodity purchases and sales contracts that economically hedge commodity price
risk but do not receive hedge accounting treatment. As such, realized and unrealized gains (losses) on these contracts are
recorded currently in earnings. Generally each contract is considered a unit ofaccount and PPL and PPL Energy Supply
present gains (losses) on physical and financial commodity sales contracts in "Unregulated wholesale energy" or
"Unregulated retail energy" and (gains) losses on physical and financial commodity purchase contracts in "Fuel" or"Energy
purchases" on the Statements of Income. Certain ofthe economic hedging strategies employed by PPL Energy Supply utilize
a combination of financial purchases and sales contracts which are similarly reported gross asan expense and revenue,
respectively, on the Statements of Income. PPL Energy Supply records realized hourly net sales orpurchases ofphysical
power with PJM in its Statements of Income as "Unregulated wholesale energy" ifin a net sales position and "Energy
purchases" if in a net purchase position.

See Notes 1and 19 in each Registrant's 2013 Form 10-K for additional information on accounting policies related to
derivative instruments.

(PPL)

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

June 30. 2014

Derivulives dcsignuled u.s
hedging in-slrumenfi

A.ssets Liabilitie.s

Derivatives not

designated
as hedging instruments

AsseLs Liabilities

December 31, 2013

Derivatives designated as
hedging instruments

Assets Liabilities

Derivatives not

designated
as hedging in.strumcnts

Assets l.iahilitics
Current;

Price Risk Management
A.sscts/Uabilities (a):

Interest rate swaps (b) S 4 S 82 S 4
Cross-currency swaps (b) S 5 S 4

Foreign currency
contracts 22 95 16 55

Commodity contracts S 954 1.133 S 860 7.30
Total current 27 g.-iA 1.232 82 20 860 809

Noncurrent:

Price Risk Management
A.sscts/Liabiliiies (a);

Interest rale swaps (b) S 1 12 38 9 32
Cross-currency swaps (b) 42 28
Foreign currency
contracts 5 2 .*54 4 31

Commodity contracts 420 .347 328 320
Total noncurrent 1 59 422 439 9 32 328 383

Total derivatives S 1 S 86 S 1.376 S 1.671 S 91 S 52 S 1.188 S 1.192

(a) Represents the location on the Balance Sheets.
(b) Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and
regulatory liabilities for the periods ended June 30, 2014.

Three Months Six Months

Gain ()^s.s) Gain (Lo.s.s)
Recognized Recognized
in Income in Income

on Derivative Gain (Lo&s) on Derivative

Gain (l.,oss) (IncfTcctive Reclassifled (Ineffective
Location of Reclassificd Portion and from AOCI Portion and

Derivutivc Gain Cain (IvOs.s) from AOCl Amount into Amount

(Loss) Recognized in Recognized into income Excluded from Income Excluded from
Derivative OCI (EITcclive Portion) in Income (EfTective EiTcclivcncss (Effective Effectiveness

Relationships Three Months Six Months on Derivative Portion) Testing) Portion) Testing)
Cash Row Hedges:

Interest rate swaps S (14) S (60) Interest expense S (4) $ (9) $ 2
Cross-currency swaps 9 (16) Inicrest expense 1 11

Other incoiiK

(expense) - net (29)
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Derivative Gain

(Loss) Recognized in
Derivative OCI (Effective Portion)

Relationships Three Months Six Months
Commodily contracts

Location of

Gain (Loss)
Recognized

In Income

on Derivative

Unregulated wholesale
energy

Energy purchases
Depreciation

Total

Net Investment Hedges:
Foreign currency
contracts

(5) (76)

(14) S (18)

Three Months

Gain (Loss)
Rcclassified
from A0C1

into Income

(EfTective

Portion)

5

10

Gain (I>oss)
Recognized
In Income

on Derivative

(IncfTective
Portion and

Amount

Excluded from

EfTcctivcness

Testing)

Six Months

Gain (Loss)
Reclassifled

from AOCI

Into

Income

(Effective

Portion)

6

15

I

Gain (Loss)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

Excluded from

Effectiveness

Testing)

(15) S

Derivatives Not Designated as
Hedging InstruntcnLs

Foreign currency contracts
Interest rate swaps
Commodity contracts

Locationof Gain (l^oss) Recognized in
Incomeon Dcrivutive

Other Income (expense) • net
Interest expense
Unregulated wholesale energy (a)
Unregulated retail energy
Fuel

Energy purchases (b)
Total

Three Months Six Months

(72)
(2)

(91)
12

8

78

(67) S

(96)

(4)
(3.135)

(52)
7

2.442

(838)

Derivatives Not Designated as

Hedging Instruments

Location of Gain (Loss) Recognized as
Regulatory Liabllities/AsscLs

Regulatory assets - noncurrent

Three Months Six Months

interest rate swaps
(2) S (6)

(a) The six-month period ended June 30. 2014 Includes significant realized and unrealized losses on physical and financial commodity sales contracts due
to the unusually coldweather experienced in the first quarterof 2014.

(b) The six-month period ended June 30. 2014 includes significant realized and unrealized gains on physical and financial commodity purchase contracts
due to the unusuallycold weatherexperiencedIn the firstquarter 0(2014.

The following tables present the pre-tax effect ofderivative instruments recognized in income, OCI, or regulatory assets and
regulatory liabilities for the periods ended June 30, 2013.

Derivative

Relationships

Derivative Gain

(Lus.s) Recognized In
OCI (Effective Portion)

Three Months Six Months

Location of

Gain (I^ss)
Recognized

in Income

on Derivative

Three Months

Gain (Loss)
Rcclassified

from AOCI

into Income

(Effective

Portion)

Gain (Lo.ss)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

Excluded from

Effectiveness

Testing)

Six Months

Gain (Loss)
Reclasslfied

from AOCI

Into

Income

(Effective

Portion)

Gain (Loss)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

Excluded from

Effectiveness

Testing)
Cash Row Hedges:

Interest rate swaps
Cross-currency swaps

$ 68

(21)
S 77

52

Interest expense S
Interest expense
Other Income

(4)
1

S (9)
1

Commodily contracts
(expense) - net

Unregulated
wholesale energy

Energy purchases
Depreciation

1

73

(14)
1

70

140 S 1

(30)
1

o
Total S 47 s 129 S 58 S 173 S 1

Net Investment Hedges:
Foreign currency contracts s 1 s 17

ppll0q_6-14_Rnal As RIcd.docx 84



o

O

O

DerivativesNot Designatedus
Hedging Instruments

Foreign currency contracts
Interest rate swaps
Commodity contracts

Locutionof Gain (Loss) Recognixed in
Income on Derivative

Other income (expense)- net
Interest expense
Unregulated wholesaleenergy
Unregulated retailenergy
Fuel

Energy purchases
Total

Locationof Gain (Loss) Recognized as
Regulatory Liabilities/Assets

Regulatory assets - noncurrcni

Three Months Six Months

4

(2)
740

22

(3)
(599)

162

123

(4)
34

15

(2)
(13)

153

Derivatives Not Designated as
Hedging Instruments

Interest rate swaps

Three Months Six Months

Derivatives Designated us
Hedging Instruments

Interest rate swaps

(PPL Energy Supply)

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

•lune 30, 2014

Locutionof Gain (]^ss) Recognized as
Regulatory Liabilitics/AsscLs

Regulatory liabilities • noncurrcni

Three Months Six Months

48

Current:

Price Risk Management
Assets/Liabilities (a):

Commodity contracts
Total current

Noncurrcni:

Price Risk Management
Asscis/Liabililics (a):

Commodity contracts
Total noncurrcni

Total derivatives

(a) Represents (he location on the Balance Sheets.

Derivatives not designated Derivatives not designated
as hedging instruments us hedging instruments

Assets Liabilities Assets Liabilities

S 954 S 1.133 S 860 S 750
954 1.133 860 750

420 347 328 320

420 347 328 320

S 1.374 S 1.480 S 1.188 S 1.070

The following tables present the pre-tax effect ofderivative instruments recognized in income or OCl for the periods ended
June 30, 2014.

Derivative Gain

(Loss) Recognized in
Derivative OCI (Effective Portion)

Relationships Three Months Six Months
Cash Row Hedges:

Commodity contracts

Total
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Location of

Gains (]^s.ses)
Recognized

in Income

on Derivative

Unregulated
wholesale

energy

Energy purchases
Depreciation

85

Three Months

Gain (Loss)
Rccla.ssined

from AOCI

into Income

(EfTective
Portion)

13

Gain (Loss)
Recognized
in Income

on Derivative

(ineffective

Portion and

Amount

Excluded from

Effectiveness

Testing)

Six Months

Gain (I^oss)
Recla.s.sincd

from AOCI

into Income

(Effective

Portion)

6

15

I

22

Gain (l.x)s.s)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

Excluded from

Effectiveness

Testing)

15

58
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Derivatives Not Designated as
Hedging InstrumcnLs

Commodity contracts

Locutionof Gain (l^ss) Recognized in
InconK on Derivative

Unregulated wholesaleenergy (a)
Unregulated retailenergy
Fuel

Energy purchases (b)
Total

Three Months Six Months

(91)
12

8

78

7 S

(3.135)
(52)

7

2.442

(738)

(a) The six-month period ended June 30. 2014 includes .significant realized and unrealized losses on physical and financial commodity sales contracts due
to theunu.sually coldweather experienced in thefirst quarter of 2014.

(b) The six-month period ended June 30. 2014 includes significant realized and unrealized gains on physical and financial commodity purchase contracts
due to the unusually cold weather experienced in the first quarter 0(2014.

The following tables present the pre-tax effect ofderivative instruments recognized in income orOCI for the oeriods ended
June 30, 2013.

Three Months Six Months

Derivative Cain

(Loss) Recognized in
Derivative OCI (Effective Portion)

Relationships Three Months Six Months

Cain (Loss) Cain (l>os.s)
Recognized Recognized
in Income in Income

on Derivative on Derivative
Cain (I^ss) (Ineffective Cain (Loss) (Ineffective

Location of Reclas.siricd Portion and Rccia.ssiricd Portion and
Cains (Lo.sscs) from AOCI Amount from AOCI Amount

Recognized into Income Excluded from into Income E.xcluded from
in Income (Effective Effectiveness (Effective Effectivcne.s.s

on Derivative Portion) Testinc) Portion) Testing)

Unregulated
wholesale energy S 73 S 140 $ 1

Energy purchases (14) (30)
Depreciation 1 1

Cash Row Hedges:

Commodity contracts

Total

Derivatives Not Designated us
Hedging ImstrumcnLs

Commodity contracts

Location of Cain (Lo.ss) Recognized in
Income on Derivative

Unregulated whole.sale energy
Unregulated retail energy
Fuel

Energy purcha.ses
Total

60

Three Months

740

22

(3)
(599)

160 $

III $

Six Months

34

15

(2)
(13)

34

(LKE)

The following table presents the pre-tax effect ofderivative instruments designated as cash flow hedges that are recognized in
regulatory liabilities for the periods ended June 30, 2013.

Derivative ImstrumenLs

Interest rate swaps

(LC&E)

Locution of Cain (Loss)

Regulatory liabilities • noncurrent

Three Months Six Months

48 S 58

The following table presents the pre-tax effect ofderivative instruments designated ascash flow hedges that are recognized in
regulatory liabilities for the periods ended June 30, 2013.

Derivative InstrumcnLs

Interest rate swaps

(KU)

The following table pre.senis the pre-tax effect ofderivative instruments designated ascash flow hedges that are recognized in
regulatory liabilities for the periods ended June 30, 2013.
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Derivative lrtstrumcnt.s Location of Cain (Ivoss) Three Months Six Months

Inleresl rate swaps Regulatory liabilities • noncurreni 24 $ 29

(LKE and LG&E)

The following (able presenis (he fair value and (he location on the Balance Sheets ofderivativcs not designated as hedging
instruments.

June 30. 2014 December 31, 2013

Current:

Price Risk Management
Assets/Liabilities (a):

imeresi rate swaps

As.scLs Liabilities Assets Liabilities

S 4 S 4
Total current 4 4

Noncurrent:

Price Risk Management
A.sscts/Liabilitics (a):

Interest rate swaps 58 3?
Total noncurrent 38 32

Total derivatives S 42 S 36

(a) Reprc-scnts the location on the Balance Sheets.

The following tables present the pre-tax effect of derivatives not designated as
regulatory assets for the periods ended June 30, 2014.

hedging insirumcnts recognized in income or

Derivative lnstrumcnt.s

Location of Gain (Lo.ss) Recognized in
Income on Derivatives Three Months Six Months

Intcrest rale swaps Interest expcresc S (2) S (4)

Derivative In.strumcnLs

Locution of Cain (Loss) Recognized in
Reguiatorv AsscLs Three Months Six Months

interest rate swaps Regulatory aitscts • noncurrent S (2) S (6)

The following tables present the pre-tax effect ofderivativcs not designated as hedging instruments recognized in income or
regulatory as.sets for the periods ended June 30, 2013.

Derivative Instrument;

Location of Cain (l^oss) Recognized in
income on Derivatives Three Months Six Months

Interest rate swaps interest expense S (2) S (4)

Derivative ln.slrumcnt>

Locution of Gain (Lo.ss) Recognized in
Regulatorv A.s,scLs Three Months Six Months

Interest rate swaps

(All Registrants except PPL Electric)

Offsetting Derivative Instruments

PPL, PPL Energy Supply, LKE, LC&E and KU or certain of their subsidiaries have master netting arrangements or similar
agreements in place including derivative clearing agreements with futures commission merchants (FCMs) to permit the
trading ol cleared derivative products on one or more futures exchanges. The clearing arrangements permit an FCM to use
and apply any property in its possession as a setolf to pay amounts or discharge obligations owed bya customer upon default
of the customer and typically do not place any restrictions on the FCM's use of collateral posted by the customer. PPL, PPL
Energy Supply, LKE, LG&E and KU and their subsidiaries also enter into agreements pursuant to which they trade certain
energy and other products. Under the agreements, upon termination of the agreement as a result of a default or other
tertnination event, the non-defaulting party typically would have a right tosetoff amounts owed under the agreement against
any other obligations arising between the two parties (whether under the agreement or not), whether matured or contingent
and irrespective of thecurrency, place of payment or place of booking of theobligation.

ppll0q_6-14_Rnal As RIed.docx

Regulatory assets • noncurreni

87

II $ 15



o

o

o

PPL, PPL Energy Supply, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net
derivative positions against the right to reclaim cash collateral pledged (an asset) or the obligation to return cash collateral
received (a liability) under derivatives agreements. The table below summarizes the derivative positions presented in the
balance sheets where aright of seloff exists under these arrangements and related cash collateral received or pledged.

June 30.2014

PPL

Energy Conimcxlilics
Treasury Derivatives

Total

PPL Energy SuppIv

Energy Commodities

LKE

Treasury Derivatives

LG&E

Treasury Derivatives

December 31. 2013

PPL

Energy Commodities
Treasury Derivatives

Total

PPL Energy Supply

Energy Commodities

LKE

Treasury Derivatives

LG&E

Treasury Derivatives

A&scts

Eligible for OfTsel

Gros.s
Derivative

InstruHKnts

Cash

Collateral

Received

1.374 S

3

1.377 $

I..374 S

1.188 $

9!

1.279 S

1.188 S

1.176 $

3

1.179 $

1.176 S

912 S

61

973 $

912 S

12 S

12 S

12 S

7 S

7 S

7 S

Net

186

186

186

269 $

30

299 S

269 $

Liahilitic.s

Eligible for Offset

Gross

Derivative

In.strunicnts

Cash

Collateral

Pledged Net

1.480 S

277

1.757 S

1.480 S

42

42

1.070 S

174

1.244 S

1.070 S

36

36

1.176 S

3

1.179 S

1.176 $

912 $

61

973 S

912 S

148 S I.S6
.•>.5 219

203 S

148 S

21 5

21 S

1 S

23

24 S

I 5

20 S

20 S

375

1.56

21

21

157

90

247

1.57

16

16

Credit Risk-Related Contingent Features

Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would
permit the counterparties to require the transfer ofadditional collateral upon a decrease in the credit ratings ofPPL, PPL
Energy Supply, LKE, LG&E and KU orcertain of their subsidiaries. Most of these features would require the transfer of
additional collateral orpermit the counterparty to terminate the contract if the applicable credit rating were to fall below
investment grade. Some of these features also would allow the counterparty to require additional collateral upon each
downgrade 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
toan investment grade affiliate were allowed, most of these credit contingent features require cither immediate payment of
the net liability as a termination payment or immediate and ongoing full collaleralization on derivative instruments in net
liability positions.

Additionally, certain derivative contracts contain credit risk-related contingent features 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 othersecurity,
including letters ofcredit, 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" features.

ppl IOq_6-14_Final As RIed.docx 88



o

o

(All Registrams except PPL Electric and KU)

Ai June 30 2014, derivaiive contracis in anei liability position that contain credit risk-related contingent features, collateral
posted on those positions and the related effect of adecrease in credit ratings below investment grade are summarized as
follows:

PPL

^_PPL_ Encrp-Supply LKE LC&E
Aggregate fair value ofdcrivative instruments inJ5 net iiabiliiy '

position wiili credit risk-rclatcd contingent features S 373 S 155 $ ''S S 28
^SS'̂ g^ic fair value ofcollateral posted on iticsc derivative instruments 155 134
Aggregate fair value of additional collateral requirements in theevent of

acredit downgrade below investment grade (a) 265 (b) 68 (b)
21 21

(a) Includes the effect ofnet receivables and payables already recorded onthe Balance Sheet.
(b) Dunng 'he second quaner of 2014. PPL Energy Supply experienced adowngrade in its coiiwrate credit ratings to below investment grade Amounts

related toPPL Energy Supply represent net liability positions subject tofurther adequate assurance features.

15. Goodwill

{PPL)

The change in the cairying amount of goodwill for the six months ended June 30, 2014 was due to the effect of foreign
currency exchange rates on the U.K. Regulated segment.

16. Asset Retirement Obligations

(AllRegistrants except PPL Electric)

The changes in the carryingamounts of AROs wereas follows.

PPL

I'PL Energy Supply LKE LC&E KU

Balanccat I>;ccmbcr3l.20l3 S 705 S 404 S 252 S 74 S 178
Accretion expense 22 15 6 "> 4
Obligations incurred I I ~ I
Changes in estimated cash flow orsettlement date 4 4 I 3
Effect of foreign currency exchange rates 1
Obligations settled (5) (3) ^2)

(2)Balance at June 30.2014 $ 728 S 416 S ^ S 75 $ 186

Substantially all ofthe ARO balances are classified as noncurreni at June 30, 2014 and December 31, 2013.

(PPL and PPL Energy Supply)

The most significant ARO recorded by PPL Energy Supply relates to the decommissioning of the Susquehanna nuclear plant.
Assets in the NOT funds are legally restricted for purposes ofsettling this ARO. See Notes 13 and 17 for additional
information on these assets.

(PPL, LKE, LG&EandKV)

LG&E's and KU's accretion and depreciation expense are recorded as aregulatory asset, such that there is no net earnings
impact.

17. Available-for-Sale Securities

(PPL and PPL Energy Supply)

Securities held by the NOT funds and auction rale securities areclassified 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 oflax, in OCI
orare recognized currently in earnings when adecline in fair value is determined to be oiher-than-temporary. The specific
idemificaiion method isused tocalculate realized gains and losses.
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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.

June 30, 2014

Gross Gross Gross Gross
Anjorlized Unrealized Unrealized Amortized Unrealized Unrealized

^25! Losses Fair Value Cost Gains Losses Fair Value

Decemhcr 31. 2013

NDT funds:

PI*L and Pl'L Kncniv SuddIv

Cash and cash equivalents
Equity sccuiiiics
Debt securities

Rcccivables/payables. net
Total NDT funds

Auction rate securities:

PPL

PPL Energy Supply

16

272 S

218
•>

508 S

17

14

II $

404 $

1 S

16 s

665

228
7

911 $

16 S

13

14

265 S
217

I

497 S

20

17

See Note 13 for details on the securities held by the NDT funds.

There were no securities with credit losses at June 30, 2014 and December 31, 2013.

The following table shows the scheduled maturity dates ofdebt securities held atJune 30, 2014.

PPL

Amortized cost

Fair value

PPL Energy Supply
Amortized cost

Fair value

Maturity
Less Than

1 Year

8 S

8 S

Maturity
1-5

Years

89

91

89

91

Maturity
6-10

Years

60

63

60

63

363

7 S

370 S

Maturity
in E.Ycess

of 10 Years

78

82

75

79

3 $

I S

14

628

221

864

19

16

Total

235

244

232

241

The following table shows proceeds from and realized gains and losses on sales ofavailable-for-sale securities for the periods
ended June 30.

Three Months Six Months

PPL and PPL Energy Supply

Proceedsfromsales of NDT securities (a)
Other proceeds from sales
Gross realized gains (b)
Gross realized lo.sses (b)

2014

38 $

5

3

2013

35 $

3
7

2014

65

3

(a) These proceeds are used to pay inconK la.xes and fees related to managing the trust. Remaining proceeds arc reinvested in the trust.
(b) Excludes the impact ofoihcr-ihan-tcmporary impairment charges recognized on the Statements of Income.

18. Accumulated Other Comprehensive Income (Loss)

(PPL and PPL Energy Supply)

The afler-tax changes in AOCI bycomponent for theperiods ended June 30 were as follows.

2013

59

7

4

Foreign Unrealized gains (losses) Defined benefit plans

PPL

March 31, 2014

currency

translation

adju.stmcnt5

Avaiiable-

for-saic

securitie.s

Qualifying
derivatives

Equity
invcstees'

AOCI

Prior

service

costs

Actuarial

gain
(loss)

Transition

asset

(oblication) Total

S 120 S 177 $ 67 S 1 S (5) S (1.790) S 1 S (1.429)
Amounts arising during the period
Reclassificalions from AOCI

(3) 14

(1)
(1)
(5) 1

(2)
28

8

23
Net OCI during the period (3) 13 (6) 1 26 31
June 30, 2014 S 117 S 190 S 61 S 1 S (4) S (1.764) S 1 S (1.398)
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Foreign
currency

Irunsladon

Unrealized gains (losses)
Available-

for-sale Qualifying

Defined benefit plans
Prior

service

costs

Equity
invcstecs'

adtu.stmcnts securities derivatives AOCI
December 31, 2013 S (II) $ 173 $ 94 $ 1
Amounts arising during the period
Reclassifications from AtXl

128 19

(2)

(47)
14

Net OCI during the period 128 17 (33)
June 30,2014 S 117 S 190 S 61 S I

March 31, 2013 s (394) S 134 $ 1)4 S 1
Amounts arising during the period
Reclassifications from AOCI

(7) 2

(1)

24

(36)
Net (Xl during the period (7) 1 (12)
June 30.2013 s (401) S 1.35 $ 102 S 1

December 31, 2012 $ (149) S 112 S 1.32 S 1
Amounts arising during the period
Reclassifications from AOCI

(252) 25

(2)
86

(116)
Net OCI during the period (252) 23 (30)

June 30, 2013 s (401) S 1.35 $ 102 S 1

Actuarial

gain
Transition

asset

Total
s (6) S (1.817) S 1 s (1.56.5)

2
(2)
55

98

69
2 53 167

s (4) S (1.764) S 1 s (I..398)

s (13) S (1.989) $ 1 s (2.146)

2 34
19

(1)
2 .34 18

s (11) s (1.9.55) S 1 s (2.128)

s (14) S (2.023) $ 1 s (1.940)

3 68

(141)
(47)

.3 68 (188)

s (11) S (1.955) $ 1 $ (2.128)

$ (3) S (179) s 78

2

14

(7)
2 7

s (3) S (177) s 85

s (4) S (180) s 77

1 3

19

(11)
1 3 8

s (.3) S (177) s 85

s (9) S (261) s 45

1 4

2

(33)
1 4 (31)

s (8) S (2.57) s 14

$ (10) S (265) s 48

2 8

25

(59)
2 8 (34)

s (8) S (2.57) s 14

FPL Energy SuodIv

March 31, 2014 S 177 $ 83
Amounts arising during the period
Reclassifications from A(X:i

Net (X;i during the period

14

(1)
13

(8)

(8)
June 30, 2014 s 190 S 75

December 31, 2013 s 173 $ 88

Amounts arising during the period
Recla.ssificalions from A(X)I

Net OCI during the period

19

(2)

17

(13)

(13)
June 30,2014 s 190 s 75

March 31, 2013 s 1.34 s 181
Amounts arising during the period
Reclassifications from AOCI

Net OCI during the period

2

(1)
1

(37)

(37)
June 30, 2013 s 135 s 144

December 31, 2012 s 112 s 211

Amounts arising during the period
Reclassifications from ACXTI

Net (Xll during the period

25

(2)

23

(67)

(67)
June 30, 2013 $ 135 s 144

The following table presents the gains (losses) and related income taxes for rcclassincations from AOCI for the periods
ended June 30. The defined benefit plan components ofAOCI are not reflected in their entirety in the statement of income
during the periods; rather, they arc included in the compulation of net periodic defined benefit costs (credits). See Note 9 for
additional information.

Three Months

PPL PPL Enercv Supplv
Details about AOCI 2014 2013 2014 2013

Available-for-sale .securities S 2 S 1 S 2 S 1

Total Pre-tax

Income Taxes

2

(1)

1 2

(1)

1

Total After-tax 1 1 1 1

Qualifying derivatives
Interest rate swaps
Cross-currency swaps

(4) (4)
1

Energy commodities 5

8

73

(14)
I

.5

8

73

(14)
1

Total Pre-t.ax 10 58 13 60
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Details about AOCI

income Taxes

Tola! Afier-iax

Defined benefii plans
Prior service costs

Net actuarial loss

Total Pre-tax

Income Taxes

Total AHcr-tax

Total rcclassincaiionsduring the period

Detailsabout AOCl

Available-for-sale securities
Total Pre-tax

Income Taxes

Total After-tax

Qualifying derivatives
Interest rate swaps
Cross-currency swaps

Energy commodities

Total Pre-tax

Income Taxes

Total After-tax

Defined benefit plans
Prior service costs

Net actuarial loss

Total Pre-tax

Income Taxes

Total After-tax

Total rcclassifications during the perioti

Affected Line Item on the

Statements of Income

Affected Line Item on the

StutcnKnLs of Income

3_ Other Income (Expense) - net

Three Month.s

PPL PPL Encrey Suppiy
2014 2013 2014 2013

(5) (22) (5) (23)
5 36 8 37

(2)
(36)

(3)
(46) (3)

(1)
(7)

(38)
9

(49)
13

(3)
1

(8)
3

(29) (36) (2) (5)

S (23) S 1 S 7 S 33

Six Months

PPL PPL Energy Supply
2014 2013 2014 2013

$ 4 $ 3 S 4 S 3
4

(2)
3

(1)

4

(2)
3

(1)
2 2 2 -)

(7)
(29)

(9)
70

6

1.1

1

140

(30)
1

6

15

1

140

(30)
1

(13)

(1)

173

(57)
22

(9)
111

(44)

(14) 116 13 67

(4)
(72)

(5)
(93)

(2)
(5)

(3)
(13)

(76)
19

(98)
27

(7)
3

(16)
6

(57) (71) (4) (10)

S (69) $ 47 S II s 59

Interest Expense
Other Income (Expense) - net
Interest Expense
Unregulated wholesaleenergy
Energy purchases
Other

19. New Accounting Guidance Pending Adoption

(All Regisfraius)

Reoortinq of Discontinued Operations

In April 2014, the Financial Accoiiniing Standards Board (PASS) issued accounting guidance that changes the criteria for
determining what should be classified asa discontinued operation and also changes the related presentation and disclosure
requirements. Adiscontinued operation may include a component ofan entity or a group ofcomponents ofan entity, ora
business activity.

Adisposal of a component of an entity or a group of components of an entity is required to be reported in discontinued
operations if the disposal represents a strategic shift that has (or will have) a major effect on the entity's operations and
financial results when any ofthe following occurs: (1) The components ofan entity or group ofcomponents ofan entity
meets the criteria to be classified as held for sale, (2) The component ofan entity orgroup ofcomponents ofan entity is
disposed ofby sale, or(3) The component ofan entity or group ofcomponents ofan entity is disposed ofother than by sale
(forexample, byabandonment or in a distribution toowners in a spinofQ.

For public business entities, this guidance should be applied prospectively to all disposals (orclassifications as held for sale)
ofcomponents ofan entity that occur within the annual periods beginning on or after December 15, 2014, and interim periods
within those years. Early adoption is permitted.
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The Registrants are assessing in which period ihey will adopt this new guidance. The new guidance will impact the amounts
presented as discontinued operations on the Statements of Income and will enhance the related disclosure requirements.

Accounting for Revenue from Contracts with Customers

In May 2014, the FASB issued accounting guidance that establishes acomprehensive new model for the recognition of
revenue from contracts with customers. This model is based on the core principle that revenue should be recognized to
depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for thosegoodsor services.

For public business entities, this guidance can be applied using either afull retrospective or modified retrospective transition
method, beginning in annual reporting periods beginning after December 15, 2016 and interim periods within those years.
Early adoption is not permitted. The Registrants will adopt this guidance effective January 1, 2017.

The Registrants are currently assessing the impact of adopting this guidance, as well as the transition method they will use.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations

(AURegistrants)

This ^lieni 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately
filed by PPL Corporation and each of its Subsidiary Registrants. 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. The specific Registrant to which disclosures are applicable is identified in parenthetical
headings mitalics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclosures. Within combined disclosures, amounts are disclosed for any Registrant when significant.

The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the
accompanying Notes and with the Registrants' 2013 Form lO-K. Capitalized terms and abbreviations are defined in the
glossary. Dollars arc in millions, except pershare data, unless otherwise noted.

Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following
information:

• "Overview" provides adescription of each Registrant's business strategy, asummary of PPL's earnings, a
description of key factors expected to impact future earnings and adiscussion of important financial and operational
developments.

• Results of Operations for PPL provides amore detailed analysis of earnings by segment, and for the Subsidiary
Registrants includes asummary of earnings. For all Registrants, "Margins" provides explanations of non-GAAP
financial measures and Statement of Income Analysis" addresses significant changes in principal line items on the
Statements of Income, comparing the three and six months ended June 30, 2014 with the same periods in 2013.

• "Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions
and credit profiles. This section also includes adiscussion ofrating agency actions.

• "Financial Condition - Risk Management" provides an explanation of the Registrants' risk management programs
relating to market and credit risk.

Overview

Introduction

(PPL)

PPL, headquartered in Allentown, Pennsylvania, is an energy and utility holding company. Through subsidiaries, PPL
delivers electricity to customers in the U.K., Pennsylvania, Kentucky, Virginia and Tennessee; delivers natural gas to
customers in Kentucky; generates electricity from power plants in the northeastern, northwestern and southeastern U.S.; and
markets wholesale or retail energy primarily in the northeastern and northwestern portions ofthe U.S.
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PPL's principal subsidiaries arc shown below (* denotes an SEC registrant):

PPL Corporation*

1 1 '

PPL Capital Funding |
1

PPL Global

Engages in the
regulated distribution
of electricity in the
U.K.

PPL Electric

Engages in the
regulated
transmission and
distribution of

electricity in
Pennsylvania

PPL Energy Supply

LG&E*

Er>gage$ in the
regulated generation,
transmission,
distribution and saie of
electricity and
distribution and sale of
natural gas in Kentucky

KU*

• Engages in the
regulated generation,
transmission,
distribution and sale of

electricity,primarilyin
Kentucky

PPL EnergyPlus
• Performs energy

marketing and trading
activities

• Purchases fuel

U.K. Regulated
Segment

Kentucky
Regulated Segment

Pennsylvania
Regulated Segment

PPL Generation

Engages in the
competitive generation
of electricity, primarily in
Pennsylvania and
Montar\a

Supply
Segment

PPLs rcportabic segments results primarily represent the results ofIts related Subsidiary Registrants, except that the
rcportable segments arealso allocated certain corporate level financing and other costs that are not included in the results of
the applicable Subsidiary Registrants. The U.K. Regulated segment does not have arelated Subsidiary Registrant.

(PPL and PPL Energy Supply)

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to combine their
competitive power generation businesses into a new, stand-alone, publicly traded, independent power producer named Talen
Energy. See Business Strategy and Financial and Operational Developments - Other Financial and Operational
Developments - Anticipated Spinofi of PPL Energy Supply" below for additional information.

(PPL Energy Supply)

PPL Energy Supply, headquartered in Allentown, Pennsylvania is an indirect wholly owned subsidiary ofPPL and is an
energy company that through its principal subsidiaries is primarily engaged in the competitive generation and marketing of
electricity in two key markets - the northeastern and northwestern U.S. PPL Energy Supply's principal subsidiaries are PPL
EnergyPlus, its marketing and trading subsidiary, and PPL Generation, the owner ofits generating facilities in Pennsylvania
and Montana.

(PPL Elearic)

PPL Electric, headquartered in Allentown, Pennsylvania, is adirect wholly owned subsidiary ofPPL and a regulated public
utility that is an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is
subject to regulation as apublic utility by the PUC, and certain ofits 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.

(LKE)

LKE, headquartered in Louisville, Kentucky, is a wholly owned subsidiary ofPPL and a holding company that owns
regulated utility operations through its subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets.
LG&E and KU are engaged in the generation, transmission, distribution and sale ofelectricity. LG&E also engages in the
distribution and sale of natural gas. LG&E and KU maintain their separate corporate identities and serve customers in
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Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name and in
Tennessee under the KU name.

(LG&E)

LG&E, headquartered in Louisville, Kentucky, is awholly owned subsidiary of LKE and aregulated utility engaged in the
generation, transmission, distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is
subject to regulation as apublic utility by the KPSC, and certain of its transmission activities arc subject to the jurisdiction of
the FERC under the Federal Power Act.

(KU)

KU, headquartered in Lexington, Kentucky, is awholly owned subsidiary of LKE and aregulated utility engaged in the
generation, transmission, distribution and sale of electricity in Kentucky, Virginia and Tennessee. KU is subject to regulation
as a public utility by the KPSC, the VSCC and the TRA, and certain ofits transmission and wholesale power aetivities are
subject to the jurisdiction ofthe FERC under the Federal Power Act. KU serves its Virginia customers under the Old
Dominion Power name and its Kentucky and Tennessee customers under the KU name.

Business Strategy

(PPL and PPL Energy Supply)

In recognition ofthe dramatic changes in the wholesale power markets, PPL performed an in-depth analysis ofits business
mix to determine the best available opportunities to maximize the value ofits competitive generation business for
shareowners. As a result, in June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of
Riverstone to combine their competitive power generation businesses into a new, stand-alone, publicly traded, independent
power producer named Talen Energy. Under the terms ofthe agreements, at closing, PPL will spin off PPL Energy Supply to
PPL shareowners and simultaneously combine that business with RJS Power. Upon closing, PPL shareowners wfll own 65%
ofTalen Energy and affiliates ofRiverstone will own 35%. PPL will have no continuing ownership interest in, control of, or
affiliation with Talen Energy and PPLs shareowners will receive a number ofTalen Energy shares at closing based on the
number of PPL shares owned as of thespinoffrecord date. Thespinoffwill have no effect on the number of PPLcommon
shares owned by PPL shareowners or the number ofshares ofPPL common slock outstanding. The transaction is intended to
be tax-free to PPL and its shareowners for U.S. federal income tax purposes and is subject to customary closing conditions,
including receipt of certain regulatory approvals by the NRG, the FERC, the DOJ and the PUG. In addition, there must be'
available, subject to certain conditions, at least $I billion ofundrawn capacity after excluding any letters ofcredit or other
credit support measures posted in connection with energy marketing and trading transactions then out.standing, under a Talen
Energy (or its subsidiaries) revolving credit orsimilar facility. The transaction is expected to close in the first orsecond
quarter of2015. Talen Energy will own and operate a diverse mix ofapproximately 14,000 MW (after proposed divestitures
to meet FERC market power tests) of generating capacity incertain U.S. competitive energy markets primarily in PJM and
ERGOT.

Following the transaction, PPL will focus solely on its regulated utilities businesses in the U.K., Kentucky and Pennsylvania,
serving more than 10 million customers. PPL intends to maintain a strong balance sheet and to manage its finances
consistent with maintaining investment grade credit ratings and providing acompetitive total shareowner return, including an
attractive dividend. In connection with the transaction, and following any required transition services period, PPL is
targeting to reduce its annual corporate support costs by an estimated $185 million. This includes $110 million ofcorporate
support costs to be transferred to Talen Energy and $75 million from workforce reduction and other corporate cost savings.

Sec "Financial and Operational Developments - Other Financial and Operational Developments - Anticipated Spinoff of PPL
Energy Supply" and "Part II. Other Information - Item IA. Risk Factors" below for additional information.

The strategy for PPL Energy Supply is to optimize the value from its competitive generation asset and marketing portfolios
while mitigating near-term volatility in both cash flows and earnings. PPL Energy Supply endeavors to do this by matching
energy supply with load, orcustomer demand, under contracts ofvarying durations with creditworthy counterparties to
capture profits while effectively managing exposure toenergy and fuel price volatility, counterparty credit risk and
operational risk. PPL Energy Supply is focused on maintaining profitability and positive cash flow during this current period
of low energy and capacity prices.

(AllRegistranls except PPL Energy Supply)

The strategy for the regulated businesses ofWPD, PPL Electric, LKE, LG&E and KU is to provide efficient, reliable and safe
operations and strong customer service, maintain constructive regulatory relationships and achieve timely recovery ofcosts.
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These rcgulaied businesses also focus on providing compcliliveiy priced energy lo customers and achieving stable, long-term
growth in earnings and rate base, or RAV, as applicable. Both rate base and RAV arc expected to grow for the foreseeable
future as aresult of significant capital expenditure programs to maintain existing assets and to improve system reliability and,
for LKE, LC&E and KU, to comply with federal and state environmental regulations related to electricity generation
facilities. Future RAV for WPD will also be affected by RIIO-EDI, effective April I, 2015, as the recovery period for assets
placed in service after that date will be extended from 20 to 45 years. In addition, incentive targets have been adjusted in
RllO-EDI, resulting in lower overall incentive revenues available to be earned. See "Financial and Operational
Developments - Other Financial and Operational Developments - RIIO-EDI • Fast Tracking" below for additional
information.

Recovery ofcapital project costs is attained through various rate-making mechanisms, including periodic base rate case
proceedings, FERC formula rate mechanisms, and other regulatory agency-approved recovery mechanisms. In Kentucky, the
KPSC has adopted aseries of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, gas supply clause and
recovery on certain construction work-in-progress) that reduce regulatory lag and provide for timely recovery ofand a return
on, asappropriate, prudently incurred costs. !nPennsylvania, the FERC transmission formula rate, DSIC mechanism and
other recovery mechanisms are in place to reduce regulatory lag and provide for timely recovery ofand a return on, as
appropriate, prudently incurred costs. Sec "Item I. Business - Segment Information - U.K. Regulated Segment - Revenues
and Regulation" in PPL's 2013 Form lO-K for changes to the regulatory framework in the U.K. applicable to WPD beoinnine
in April 2015. e s

(PPL)

Earnings generated by PPL's U.K. subsidiaries arc 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.

(All Registrants)

OTo manage financing costs and access to credit markets, and to fund capital expenditures, akey objective of the Registrants is
to maintain targeted credit profiles and liquidity positions. In addition, the Registrants have Financial and operational risk
management programs that, among other things, are designed to monitor and manage exposure to earnings and cash flow
volatility related to, as applicable, changes in energy and fuel prices, interest rates, counterparty credit quality and the
operating perlormance ofgenerating units. To manage these risks, PPL generally uses contracts such as forwards, options,
swaps and insurance contracts.

Financial and Operational Developments

Earnings (PPL)

PPL's earnings by reportable segments for the periods ended June 30 wereas follows.

o

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply
Corporate and Other (a)
Net Income Attributable to

PPL Shareowners

EPS - basic

EPS - diluted (b)

Three Months Six Months
2014 201.3 % Chance 2014 2013 fo Change

s 187 S 245 (24) $ 393 S .558 (30)
."iS 49 18 165 134 23
52 45 16 137 109 26

5 77 (94) (70) 31 (326)
(73) (11) 564 (80) (14) 471

s 229 S 405 (43) $ .545 $ 818 (33)

s 0.35 s 0.68 (49) S 0.84 s 1.39 (40)
s 0.34 $ 0.63 (46) S 0.83 s 1.28 (35)

(a)

<b)

Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are
presented to reconcile segment information to PPL's consolidated results. 2014 includes certain costs related to the anticipated spinoff ofPPL Energy
Supply, See the following tableof special items for additional information.
See "2011 Equity Units" below and Note 4 tothe Financial Statements for information onthe Equity Units' impact on the calculation ofdiluted EPS.
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The following afier-tax gains (losses), in total, which management considers special items, impacted the results of PPL's
reportable segments for the periods ended June 30. Sec PPL's "Results of Operations -Segment Earnings" for details of each
segment's special items.

Three Months Six Months
2014 2013 Change 2014 2013 Change

U.K.Rcgulaied S (33) S 19 S (52) S (91) S 94 S (I8S1
Kentucky Rcgulaled ] | ^ ^ nl
Pennsylvania Regulated (4) (4) (4j ~

06) 74 (110) (I8.S) (43) (142)
CoiporateandOthcr(a) ^ (56) (56)

S (128) $ 94 S (222) S (33.^) $ .S3 S (388)

(a) Includes $46 i^illion of deferred inconw tax expense to adjust valuation allowances on deferred tax assets for state net operating loss carryforwards and
5 (^ million, after-tax. oftransactions costs related to the anticipated spinoffofPPL Energy Supply. Sec Note 8to the Financial Statements for
additional information.

The changes in PPL's reportable segments results for the three and six-monihs ended June 30, 2014 compared with 2013,
excluding the impact ofspecial items, were due to the following factors (on an after-tax basis):

• Decrease at the U.K. Regulated segment for the three-month period was primarily due to higher U.S. income taxes due to
a2013 favorable tax ruling and the adverse impact of weather on utility revenues, partially offset by higher utility
revenues from the April I, 2014 and 2013 price increases and lower pension expense. Increase for the six-month period
was primarily due to higher utility revenues from the April 1, 2014 and 2013 price increases, lower pension expense and
lower U.K. income taxes, partially offset by the adverse impact ofweather on utility revenues, higher U.S. income taxes
due to a 2013 favorable lax ruling, higher network maintenance and higher depreciation expense.

• Increase at the Kentucky Regulated segment for the three-month period was primarily due to returns on additional
environmental capital investments, partially offset by higher operation and maintenance expense. Increase for the six-
month period was primarily due to returns on additional capital investments and higher sales volumes due to unusually
cold weather in the first quarter of2014, partially offset by higher operation and maintenance expense driven by storm-
related expenses and timing of generation maintenance outages.

• Increases at the Pennsylvania Regulated segment for the three and six-month periods were primarily due to higher
transmission margins from returns on additional capital investments and the recovery ofadditional costs through FERC
formula based rales, partially offset by higher interest expense. Increase for the six-month period also includes higher
distribution margins primarily due to unusually cold weather in the first quarter of2014, returns onadditional distribution
improvement capital investments and a benefit from achange in estimate ofa regulatory liability.

• Increases at the Supply segment for the three and six-month periods were primarily due to unrealized gains on certain
commodity positions, higher Eastern margins from higher capacity prices, improved availability ofbaseload power plants
and lower interest expense, partially offset by lower baseload energy prices. Earnings for the six-month period were also
favorably impacted by net benefits from unusually cold weather in the first quarter of2014, partially offset by lower
western U.S. margins.

See "Results ofOperations" below for further discussion ofPPL's reportable segments and analysis ofresults ofoperations.

2014 Outlook

(PPL)

Excluding special items, lower earnings arc expected in 2014 compared with 2013, primarily due to lower energy margins in
the Supply segment. The factors underlying these projections by segment and Subsidiary Registrant are discussed below (on
an after-tax basis).

(PPL's U.K. Regulated Segment)

Excluding special items, higher earnings are projected in 2014 compared with 2013, primarily driven by higher electricity
delivery revenue and lower pension expense, partially offset by higher income taxes, higher depreciation and higher
financing costs.

(PPL's Kentucky Regulated Segmentand LKE, LC&E and KU)

Excluding special items, lower earnings are projected in 2014 compared with 2013, primarily driven by higher operation and
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mainlenance expense, higher depreciation and higher financing costs, partially offset by returns on additional environmental
capital investments and increased sales volumes.

(PPL's Pennsylvania Regulated Segmentand PPL Electric)

Excluding special items, higher earnings arc projected in 2014 compared with 2013, primarily driven by higher transmission
margins, returns on distribution improvement capital investments and abenefit from achange in estimate ofa regulatory
liability, partially offset by higher financing costsand higher income taxes.

(PPL's Supply Segment and PPL EnergySupply)

Excluding special items, lower earnings arc projected in 2014 compared with 2013, primarily driven by lower energy and
capacity prices, partially offset by the net benefits due to unusually cold weather in the first quarter of2014, lower financing
costs and lower income taxes.

(All Registrants)

Earnings in future periods arc subject to various risks and uncertainties. Sec "Forward-Looking Information," the rest ofthis
Item 2, Noics6and lOlo the Financial Statements in this Form 10-Q (as applicable) and "Item 1.Business" and "Item lA.
Risk Factors in the Registrants' 2013 Form lO-K for adiscussion ofthe risks, uncertainties and factors that may impact
future earnings.

Other Financial and Operational Developments

Economic and Market Conditions

(All Registrants except PPL Electric)

The businesses of PPL Energy Supply, LKE, LG&E and KU aresubject toextensive federal, stale and local environmental
laws, rules and regulations, including those pertaining to coal combustion residuals, GHG, effluent limitation guidelines and
MATS. Sec Financial Condition - Environmental Matters" below for additional information on these requirements. These
and other stringent environmental requirements, combined with low energy margins for competitive generation, have led
several energy companies, including PPL, PPL Energy Supply, LKE, LG&E and KU, to announce plans to either temporarily
orpermanently close, orplace in long-term reserve status, and/or impair certain oftheir coal-fired generating plants.

(PPLand PPL EnergySupply)

In the fourth quarter of2013, management tested the Brunner Island and Moniour plants for impairment and concluded
neither was impaired asof December 31, 2013. There were no events orchanges in circumstances that indicated a
recoverability test was required to be performed in 2014. The carrying value ofthe Pennsylvania coal-fired generation assets
was $2.5 billion asof June 30, 2014 ($1.3 billion for Brunner Island and $1.2 billion for Montour).

As a result of current economic and market conditions, the announced transaction with affiliates of Riverstone to form Talen
Energy, PPL Energy Supply's current sub-investment grade credit rating and Talen Energy's expected sub-investment grade
credit rating, PPL Energy Supply is reviewing its business and operational plans. This review includes capital and operation
and maintenance expenditures, its hedging strategies and potential plant modifications to burn lower cost fuels. See "Margins
- Changes in Non-GAAP Financial Measures - Unregulated Gross Energy Margins" below for additional information on
energy margins. Full-year 2014 energy margins are projected to be lower compared to 2013 due to a higher average hedge
price in 2013, partially offset by higher pricing on unhedged generation.

(All Registrants)

The Registrants cannot predict the impact that future economic and market conditions and regulatory requirements may have
on their financial condition or results of operations.
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Anticipated Spinoff of PPL EnergySupply

(PPL, PPLEnergy Supply and PPL Eleciric)

Following the announcement ofthe transaction to form Talen Energy as discussed in "Business Strategy" above, efforts have
been initiated to identify the appropriate staffing for Talen Energy and for PPL and its subsidiaries following completion of
the spinoff. Organizational plans arc expected to be completed by the end of 2014. As aresult, charges for employee
separation and related costs are anticipated to be recorded in future periods. The separation costs to be incurred include cash
severance compensation, lump sum COBRA reimbursement payments, accelerated stock-based compensation vesting, pro
rated performance-based cash incentive and stock-based compensation awards and outplacement services. At present, there
is considerable uncertainty as to the range of costs that will be incurred and when those costs will be recognized, as the
amount of each category of costs will depend on the number of employees leaving the company, current position and
compensation level, years of service and expected separation date. Additionally, certain ofthese costs arc expected to be
reimbursed to PPL by Talen Energy upon closing ofthe transaction. As a result, a range ofthe separation costs associated
with the spinoff transaction and the timing of when those costs will be recognized cannot be reasonably estimated at this time
but could be material.

(PPL)

As aresult ofthe spinoff announcement, PPL recorded $46 million ofdeferred income tax expense during the three and six
months ended June 30, 2014 to adjust valuation allowances on deferred tax assets primarily for state net operating loss
carryforwards that were previously supported by the future earnings ofPPL Energy Supply.

In addition, PPL recorded $16 million of third-party costs during the three and six months ended June 30, 2014 related to this
transaction in Other Income (Expense) - net on the Statement ofIncome, primarily for investment bank advisory, legal,
consulting and accounting fees. PPL cannot currently estimate a range oftotal third-party costs that will ultimately be
incurred; however, additional costs ofat least $26 million will be recognized upon closing ofthe transaction.

The assets and liabilities of PPLEnergy Supply will continue to beclassified as "held and used" on PPL's Balance Sheet until
the closing ofthe transaction. The spinoff announcement was evaluated and determined not to be an event orachange in
circumstance that required a recovcrability test or a goodwill impairment assessment. However, an impairment loss could be
recognized by PPL at the spinoff date if the aggregate carrying amount of PPL Energy Supply's assets and liabilities exceeds
its aggregate fair value at that date. PPL cannot currently predict whether an impairment loss will be recorded at the spinoff
date.

(PPL Energy Supply)

PPL Energy Supply will treat the combination with RJS Power as an acquisition, as PPL Energy Supply will be considered
the accounting acquirer in accordance with business combination accounting guidance.

Montana Hydro Sale Agreement (PPL andPPL Energy Supply)

In September 2013, PPL Montana executed adefinitive agreement to sell to Northwestern 633 MW ofhydroelectric
generating facilities located in Montana for $900 million in cash, subject to certain adjustments. In April 2014, the DOJ and
Federal Trade Commission granted early terminationof PPL Montana's and NorthWestern's notifications under the Hart-
Scott-Rodino Antitrust Improvements Act of 1976. The sale remains subject to closing conditions, including receipt of
regulatory approvals by the FERC and the MPSC and certain third-party consents. The sale is not expected to close before
the fourth quarter of 2014.

(PPL)

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on the methodology to be used by all network operators tocalculate the final
line loss incentives and penalties for the DPCR4, which ended in March 2010. As a result, in the first quarter of2014 WPD
recorded an increase of $65 million to its existing liability with a reduction to "Utility" revenues on the Statement of Income.
InJune 2014, WPD applied for judicial review ofcertain of Ofgem's decisions related toclosing out the DPCR4 line loss
mechanism. The primary relief sought is for Ofgem to reconsider the overall proportionality ofpenalties imposed on WPD.
The entire process could last through the second quarter of2015. WPD's total recorded liability at June 30, 2014 was $106
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million, all of which will be refunded lo cusiomcrs beginning April 1, 2015 through March 31, 2019. See Note 6 to the
Financial Statements for additional information.

RIIO-ED1 - Fast Tracking

In February 2014, WPD elected to accept the decision of Ofgem to set the real cost of equity to be used during the RIIO-EDI
period at 6.4% compared to 6.7% proposed by WPD, and remain in the fast-track process. The change in the cost of equity is
not expected to have asignificant impact on the results of operations for PPL. Al.so, in February 2014, Ofgem published
formal confirmation that WPD's Business Plans submitted by its four DNOs have been accepted as submitted, or "fast-
tracked," for the eight-year price control period starting April 1, 2015. Fast tracking affords several bcncHts to the WPD
DNOs including the ability to collect additional revenue equivalent to 2.5% of total annual expenditure during the eight-year
price control period, or approximately $35 million annually, greater revenue certainty and ahigher level of cost savings
retention. The deadline to challenge the fast tracking occurred in June 2014 and no third parties have filed objections See
"Item I. Business -Segment Information - U.K. Regulated Segment" ofPPL's 2013 Form lO-K for additional information on
RIIO-EDI.

Distribution Revenue Reduction

As discussed in PPLs 2013 Form lO-K, in December 2013, WPD and other U.K. DNOs announced agreements with the
U.K. Department of Energy and Climate Change and Ofgem to areduction of £5 per residential customer of electricity
distribution revenues that otherwise would have been collected in the regulatory year beginning April I, 2014. Full recovery
of the revenue reduction, together with the associated carrying cost, was expected to occur during the regulatory year
beginning April I, 2015 for three of the WPD DNOs, and over the eight year RIIO-EDI regulatory period for the fourth
DNO. However, in July 2014, Ofgem decided that full recovery will occur for all WPD DNOs in the regulatory year
beginning April 1, 2016. PPL projects that, as a result of this change and changes in foreign exchange rate assumptions,
2014 and 2015 earnings for its U.K. Regulated segment will now be adversely affected by $31 million and $16 million,
respectively, and earnings for 2016 will be positively affected by $33 million with the remainder to be recovered in later
periods.

2011 Equity Units

InMarch 2014, PPL Capital Funding rcmarkcted $978 million of4.32% Junior Subordinated Notes due2019 that were
originally issued in April 2011 as acomponent of PPL's 2011 Equity Units. In connection with the remarketing, PPL Capital
Funding retired $228 million of the 4.32% Junior Subordinated Notes due 2019 and issued $350 million of 2.189% Junior
Subordinated Notes due 2017 and $400 million 3.184% of Junior Subordinated Notes due 2019. Simultaneously the newly
issued Junior Subordinated Notes were exchanged for $350 million of 3.95% Senior Notes due2024 and $400 million of
5.00% Senior Notes due 2044. In May 2014, PPL issued 31.7 million shares ofcommon stock at $30.86 per share to settle
the 2011 Purchase Contracts. PPL received net cash proceeds of$978 million, which were used to repay short-term debt and
for general corporate purposes.

Kerr Dam Project Arbitration Decision and Impairment (PPL Energy Supply)

PPL Montana holds ajoint operating license issued for the Kerr Dam Project. The license extends until 2035 and, between
2015 and 2025, the Confederated Salish and Kootenai Tribes ofthe Flathead Nation (the Tribes) have the option to purchase,
hold and operate the Kerr Dam Project. The parties submitted the issue ofthe appropriate amount ofthe conveyance price to
arbitration in February 2013. In March 2014, the arbitration panel issued its final decision holding that the conveyance price
payable by the Tribes to PPL Montana is $18 million. As a result ofthe decision, in the first quarter of2014 PPL Energy
Supply performed a recoverability lest on the Kerr Dam Project and recorded an impairment charge of$l8 million ($10
million after-tax) to reduce the carrying amount to its fair value, at that time, of $29 million. See Note 13 to the Financial
Statements for additional information.

Susquehanna Turbine Blade Inspection (PPL and PPL Energy Supply)

PPL Susquehanna continues to make modifications to address the causes ofturbine blade cracking at the PPL Susquehanna
nuclear plant that was first identified in 2011. In March 2014, Unit 2completed its planned turbine inspection outage to
replace blades. Unit 1completed its planned refueling and turbine inspection outage inJune 2014. Similar blade
replacements were completed and modifications will also be implemented to reduce the likelihood ofblade cracking,
including the installation ofshorter last stage blades on one of the low pressure turbines. In June 2014, Unit 2 was shut down
for blade inspection and replacement, as well as additional maintenance. Unit 2 returned to service in early July and the
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financial impact of ihe Unit 2outage was not maicrial. PPL Susquchanna will continue to monitor blade performance and
work with the turbine manufacturer to identify and resolve the issues causing the blade cracking.

Regional Transmission Expansion Plan (PPL and PPL Electric)

On July 31, 2014, PPL Electric announced that it had submitted aproposal to PJM to build anew regional transmission line
pursuant to the competitive solicitation process authorized by FERC Order 1000. The proposed line would run from western
Pennsylvania into New York and New Jersey and also south into Maryland, covering approximately 725 miles The line
would help ensure adequate supplies of electricity to replace existing coal-fired power plants that are expected to retire. As
proposed, the project would begin in 2017 and the line would be in operation between 2023 and 2025. The project is
estimated to cost $4 billion to $6 billion.

Storm Damage Expense Rider (SDER) (PPL Electric)

In its December 28, 2012 final rate case order, the PUC directed PPL Electric to file aproposed SDER. In March 2013, PPL
Electric filed its projjoscd SDER with the PUC and, as part of that filing, requested recovery of the 2012 qualifying storm
costs related to Hurricane Sandy. On April 3, 2014, the PUC issued a final order approving the SDER. The SDER will be
effective January I, 2015 and will initially include actual storm costs compared to collections from December 2013 through
November 2014. As a result ofthe order, PPL Electric reduced its regulatory liability by $12 million related to collections in
excess of costs incurred from January I, 2013 to November .30, 2013 that are not required to be refunded to customers. Also,
as part of the order, PPL Electric can recover Hurricane Sandy storm damage costs through the SDER over a three-year
period beginning January 2015. On June 20, 2014, the Office of Consumer Advocate filed apetition for review of the April
2014 order with the Commonwealth Court of Pennsylvania. The case remains pending. See "Pennsylvania Activities - Storm
Damage Expense Rider" in Note 6 to the Financial Statements for additional information.

FERC Wholesale Formula Rates (LKE and KU)

in September 2013, KU filed an application with the FERC to adjust the formula rale under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with asubsequent true-up to actual costs, replacing the current formula which
docs not include atrue-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014 subject to refund. In April 2014, nine municipalities submitted notices
of termination, under the original notice period provisions, to cease taking power under the wholesale requirements contracts,
such terminations to be effective in 2019, except in the ca.se of one municipality with a2017 effective date. In July 2014, KU
agreed on settlement terms with the two municipal customers that did not provide termination notices and filed the settlement
proposal with the FERC for its approval. Ifapproved, the .settlement agreement will resolve the rate case with respect to
these two municipalities, including an authorized return on equity of 10% or the return on equity awarded to other parties in
this case, whichever is lower. Also in July 2014, KU made acontractually required filing with the FERC that addressed
certain rate recovery matters affecting the nine terminating municipalities during the remaining term oftheir contracts. KU
cannot currently predict the outcome of its FERC applications regarding its wholesale power agreements with the
municipalities.

Results of Operations

(PPL)

The discussion for PPL provides a review ofresults by rcportable segment. The "Margins" discussion provides explanations
of non-GAAP financial measures (Kentucky Gro.ss Margins, Pennsylvania Gross Delivery Margins and Unregulated Gross
Energy Margins) and a reconciliation ofnon-GAAP financial measures to "Operating Income." The "Statement of Income
Analysis" discussion addresses significant changes in principal line items on PPL's Statements ofIncome, comparing the
three and six months ended June 30, 2014 with the same periods in 2013. "Segment Earnings, Margins and Statement of
Income Analysis" is presented separately for PPL.

Tables analyzing changes in amounts between periods within "Segment Earnings" and "Statement ofIncome Analysis" arc
presented on aconstant U.K. foreign currency exchange rate basis, where applicable, in order to isolate the impact ofthe
change in the exchange rate on the item being explained. Results computed on aconstant U.K. foreign currency exchange
rate basis arc calculated by translating current year results at the prior year weighted-average U.K. foreign currency exchange
rate.
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{Subsidiary Registrants)

The discussion for each of PPL Energy Supply, PPL Electric, LKE, LG&E and KU provides asummary of earnings. The
Margins discussion includes areconciliation of non-GAAP financial measures to "Operating Income" and "Statement of

Income Analysis" addresses significant changes in principal line items on the Statements of Income comparing the three and
six months ended June 30, 2014 with the same periods in 2013. "Earnings, Margins and Statement of Income Analysis" are
presented separately for PPL Energy Supply, PPL Electric, LKE, LG&E and KU.

(All Registrants)

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.

PPL: Segment Earnings. Margins and Statement of Income Analysis

Segment Earnings

U.K. Regulated Segment

The UX. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution
operations and certain costs, such as U.S. income taxes, administrative costs and allocated financing costs. The U.K.
Regulated segment represents 72% ofNet Income Attributable to PPL Shareowners for the six months ended June 30, 2014
and 34% of PPL's assets at June 30, 2014.

Net Income Attributable to PPL Shareowners for the periods ended June 30 includes the following results:

Uiilily rcvcnuw
Encrgy-relalcd businesses

Total opcniting revenues
Other operation and inainicnancc
Depreciation
Taxes, other than income

Energy-related businesses
Total operating expenses

Other Income (Expense) • net
Interest Expense
Income Taxes

Net Income Attributable to PPL Shareowners

Th roe Months Six Months
2014 2013 % Chunce 2014 2013 % Chunce

s 659 S 559 18 S 1,296 $ 1.197 8
13 1.1 24 23 4

672 572 17 1.320 1.220 8
117 112 4 225 229 (2)
87 72 21 170 146 16
40 16 11 78 73 7

8 7 14 15 14 7

2.52 227 1 1 488 462 6
(72) 4 (1.900) (96) 124 (177)
115 104 11 237 211 12
46 n/a 106 113 (6)

s 187 S 245 (24) S 393 S 558 (30)

The changes in the results ofthe U.K. Regulated segment between these periods were due to the factors set forth below,
which rellect certain items that management considers special and effects offoreign currency exchange on separate lines
within the table and not in their respective Statement ofIncome line items. See below for additional detail ofthe special
items.

U.K.

Uiilily revenues
Oihcr operation and mainicnancc
Depreciation
Inierest expense
Other

Income taxes

U.S.

Interest expense and other
Inconw taxes

Foreign currency e.xchange.after-tax
Special items, after-tax
Total
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S 14 S 54
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(7) (13)
(5) (9)

(3)
(3)

1 (3)
(18) (21)
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U.K.

• Higher utility revenues for the three-month period primarily due to a$52 million impact from the April I, 2014 and 2013
price increases, partially offset by $33 million oflower volume due primarily to weather.

Higher utility revenues for the six-month period primarily due to a$120 million impact from the April I, 2014 and 2013
price increases, partially offset by $56 million oflower volume due primarily to weather and $7 million from adverse
customer mix.

• Lower other operation and maintenance for the six-month period primarily due to $17 million of lower pension expense
and $9 million of lower engineering management expense, partially offset by $16 million of higher network maintenance
expense.

• Higher depreciation expense for the three and six-month periods primarily due to PP&E additions.

• Higher interest expense for the three and six-month periods primarily due to the October 2013 debt issuance.

U.S.

• Higher income taxes for the three and six-month periods primarily due to a$19 million 2013 adjustment related to a
ruling obtained from the IRS impacting the recalculation of2010 U.K. earnings and profits.

The following after-tax gains (losses), which management considers special items, also impacted the U.K. Regulated
segment's results during the periods ended June 30.

Income Siaicnieni Three Monlhs Six Months
Line l(cm 2014 2013 2014 2013

Other Income

Foreign currency-related economic hedges, net oftaxofSlS. S3. S2I.(S39) (a) (tixpcnse)-nct $ (33) S (.*5) S (39) S 73
WPD Midlands acquisition-related adjustments:

Other Operation
Separation benefits, netof laxof SO. SO. SO. SI and Maintenance

Other Operation
Otheracquisition-related adjustments, net of taxof SO. SO. SO. SO and Maintenance

Other;

Windfall Profits Tax litigation (b) Income Taxes 43
Change in WPD line loss accrual, net of tax of SO. S5. SI 3. S5 (c) Utility Revenues (19) (52) (1*9)

S (33) $ 19 S (91) S 94

(a) Represents unrealized gains (losses) oncontracts that economically hedge anticipated earnings denominated inGBP.
(b) In May 2013. the U.S. Supreme Court revereed the December 2011 ruling, by the U.S. Court of Appeals for the Third Circuit, concerning the

creditability for income tax purposes ofthe U.K. Windfall Profits Tax. As a result ofthe U.S. Supreme Coun ruling. PPL recorded an income tax
benefit during thethree andsix months ended June .30. 2013. SeeNote 5 to the Rnancial Statements foradditional information.

(c) WPD Midlands recorded an adju.stment to its line loss accrual in June 2013 based on information provided by Ofgem regarding the calculation oftine
loss incentive/penalty for all network operators related to DPCR4. a price control period that ended prior to PPL's acquisition ofWPD Midlands. In
March 2014. Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As aresult. WPD increased its existing
liability byS6.5 million for over-recovery of linelosses. SeeNote 6 to the Financial Statements for additional information.

Kentucky Regulated Segment

The Kentucky RcgulaietJ segmcnl consists primarily of LKE's regulated electricity generation, transmission and distribution
operations ofLG&E and KU, as well as LG&E's regulated distribution and sale ofnatural gas in Kentucky. In addition,
certain financing costs are allocated to the Kentucky Regulated segment. The Kentucky Regulated segmcnl represents 30%
of Net Income Attributable to PPL Shareowners for the six monlhs ended June 30,2014and 25%of PPL's assets at June 30
2014.

Net Income Attributable to PPL Shareowners for the periods ended June 30 includes the following results:
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Uiiliiy revenues
Fuel

Energy purchases
Other operation and maintenance
[>:preciation
Taxes, other than income

Total operating expenses
Other income(Expense)• net
Interest Expense
income Taxes

income (Loss) from Discontinued Operations
Net Inconte Attributable to PPL Shareowners

Three Months Six Months
2014 2013 % Chance 2014 2013 % Chunce

S 722 S 682 6 S 1.656 S 1.482 12
231 216 7 .508 447 14

36 37 (3) 160 123 30
206 197 5 412 394 5

87 83 5 173 165 5

8
13 12 8 26 24

.'573 .545 5 1.279 1.153 i I

(2) n/a (4) (2) 100
53 61 (13) 108 116 (7)
36 28 29 100 78 28

i (100) i (100)
S 58 S 49 18 S 165 S 134 23

The changes in the results of the Kentucky Regulated segment between these periods were due to the factors set forth below,
which i-cflcct amounts classified as Kentucky Gross Margins and certain items that management considers special on separate
lines within the table and not in their respective Statement ofIncome line items. Sec below for additional detail ofthese
special items.

Kentucky Gross Margin.-;
Other operation and maintenance
Depreciation
interest expense
Other

Income ta.xcs

Special items, after-tax
Total

Three Months Six Months

S 24 S 74

(7) (18)
(4) (7)

(4) (3)
(8) (22)

(1)
S 9 S 31

• Sec "Margins -Changes in Non-GAAP Financial Measures" for an explanation of Kentucky Gross Margins.

• Higher other operation and maintenance for the three month period primarily due to $3 million ofhigher costs due to the
timing and scope ofscheduled generation maintenance outages and higher storm expenses of$3 million.

• Higher other operation and maintenance for the six month period primarily due to S6 million ofhigher costs due to the
timing and scope ofscheduled generation maintenance outages and higher storm expenses of$9 million.

• Higher depreciation expense for the three and six month periods primarily due to PP&E additions, net.

• Lower interest expense for the three and six month periods primarily due to the remarketing ofthe PPL Capital Funding
Junior Subordinated Notes component ofthe 2010 Equity Units and simultaneous exchange into Senior Notes in the
second quarter of2013 partially offset by increased expense due to the issuance of$500 million First Mortgage Bonds in
November 2013.

• Higher income taxes for the three and six month periods primarily due to higher pre-tax income.

The following after-tax gains (losses), which management considers special items, also impacted the Kentucky Regulated
segment's results during the periods ended June 30.

Income Staiemenl Three Months Six Months
Line Ilcm 2014 2013 2014 2013

EEi adjustments, not of lax ofSO. SO. $0, $0(a) Other Income (Expensc)-nci Si S i S t
LKE discontinued operations Discontinued Operations $ i i
Total « IS IS IS

(a) Impact recorded at KU.
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Pennsylvania Regulated Segment

The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL
Electric. In addition, certain financing costs arc allocated to the Pennsylvania Regulated segment. The Pennsylvania
Regulated segment represents 25% ofNet Income Attributable to PPL Shareowners for the six months ended June 30 2014
and 15% of PPL's assets at June 30, 2014.

Net Income Attributable to PPL Shareowners for the periods ended June 30 includes the following results:

Three Months SixMonths

Utility revenues
Energy purchases

External

Intersegment
Other operation and niainienance
[^preciation
Taxes, other than income

Total operatingexpenses
Other Income (Expense)• net
Interest Expense
Income Taxes

Net Income Attributable to PPL Shareowners

2014 2013 % Chuncc 2014 2013 % Chuncc

s 449 S 414 8 S 1.041 S 927 12

114 120 (5) .10.1 292 4
21 12 7.S 48 26 8.1

\^5 124 9 269 2.17 .1
45 44 0 90 87 3
2.1 22 5 .12 6

.1.18 322 5 76.1 714 7
1 2 m 3 3

29 25 16 .18 .10 16
.11 24 29 84 .17 47

$ .'i2 S 45 16 s 137 S 109 26

The changes in the components ofthe Pennsylvania Regulated segment's results between these periods were due to the
factors set forth below, which refiect amounts classified as Pennsylvania Gross Delivery Margins and acertain item that
management considers special on separate lines and not in their respective Statement of Income line items. See below for
additional detail of the special item.

Three Months Six Months

Pennsylvania Gross DeliveryMargins
IDeprcciaiion
Interest expense
Other

Income taxes

Special item, after-tax
Total

S 28 S 73

(2) (4)
(4) (8)
(1)

(10) (29)
(4) (4)

s 7 S 28

• Sec "Margins -Changes in Non-GAAP Financial Measures" for an explanation ofPennsylvania Gross Delivery Margins.

• Higher interest expense for the three and six-month periods primarily due to the issuance of first morieaee bonds in July
2013.

• Higher income taxes for the three and six-month periods primarily due to higher pre-tax income.

The following after-tax gains (losses), which management considers a special item, also impacted the Pennsylvania
Regulated segment's results during the periodsended June 30.

lncon>c Statement Three Months Six Month.s

Line Item 2014 2013 2014 2013

Other Operation
Separation bencrus, net oftaxorS2. SO. $2. $0 (a) and Maintenance S (4) S (4)

(a) In June 2014. PPL Electric s largest IBEW local ratified a new three-year labor agreement. In connection with the new agreement, estimated
bargaining unit one-time voluntary retirement benefits were recorded, SeeNote 10to the Financial Statements for additional information.

Supply Segment

The Supply segment primarily consists ofPPL Energy Supply's wholesale, retail, marketing and trading activities, aswell as
its competitive generation operations. In addition, certain financing and other costs are allocated to the Supply segment. The
Supply segment represents negative 13% of Net Income Attributable to PPL Shareowners for the six months ended June 30,
2014 and 25% of PPL's assets at June 30, 2014. '
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In June 2014, PPL and PPL Energy Supply, which primarily represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses into anew, stand-alone,
publicly traded, independent power producer named Talen Energy. Upon completion of this transaction, PPL will no longer
have a Supply segment. See Note 8 to the Financial Statements for additional information.

Net Income Attributable to PPL Shareowners for the periods ended June 30 includes the following results:

Three Months Si.x Months

Energy revenue."?
Exicmal (a) (b)
Inicrscgnieni

Energy-related businesses
Toial operating revenues

Fuel (a)
Energy purchases (a) (c)
Other operation and nuintenance
Deprecialion
Taxes, other than income

Energy-related businesses
Total openitingexpenses

Other Income (Expen.sc) - net
Interest Expense
InconK Taxes

Net Income Attributable to PPL Shareowners

2014 2013 % Change 2014 2013 % Chance

S 872 $ 1.6.58 (47) S (206) $ 2.039 (110)
21 12 75 48 26 85

\55 122 27 280 235 19
1.048 1.792 (42) 122 2.300 (95)

2.59 224 16 741 522 42
201 898 (77) (1.601) 699 (329)
296 270 10 554 505 10

82 79 4 162 157 1
16 16 37 33 12

1.55 118 31 279 228 22
i.m 1 1.60.5 (37) 172 2.144 (92)

8 12 (31) 14 16 (13)
.50 60 (17) 98 120 (18)

(10) 62 (116) (64) 21 (405)
$ .5 S 77 (94) S (70) S 31 (326)

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

(b) The six-month period ended June .10. 2014 includes significant realised and unrealized losses on physical and financial commodity sales contracts due
to theunusually cold weather experienced in the first quarterof 2014.

(c) The six-month period ended June .10. 2014 includes significant realized and unrealized gains on physical and financial commodity purchase contracts
due to theunusually coldweather experienced in the first quarterof 2014.

The changes in the rcsulls of ihc Supply segment between these periods were due to the factors set forth below, which reflect
amounts classified as Unregulated Gross Energy Margins and certain items that management considers special on separate
lines within the table and not in their respective Statemenl of Income line items. See below for additional detail of these
special items.

Three Mon(h.s Six Month.s

Unregulated Cro-ss Energy Margins 5 47 S 54
Other operation and maintenance
Depreciation
lntcre.si expense 11 23
Other (gj (g)
Income taxe."? ^20)
Special items, after-tax (110) (142)

S (72) S (101)

• Sec "Margins -Changes in Non-GAAP Financial Measures" for an explanation ofUnregulated Gross Energy Margins.

• Lower interest expense for the three and six-month periods primarily due to the repayment ofdebt in July and December
2013.

• Higher income taxes for the three and six-month periods primarily due to higher pre-tax income.

The following after-lax gains (losses), which management considers special items, also impacted the Supply segment's results
during the periods ended June 30.
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Inconw Slatcnwrn Three Months SixMonths
Line Item

Adjusted energy-related economic activity -net. net of tax of $16. (S51). S111. $28 (a)
n • - • , Other OperationKerr Dam Project impatrmenl. net oftax of$0. $0. $7. SO (b) and Maintenance

Other:

Change in tax accounting method related to repairs InconK Taxes
^ , Other OperationCounterparty bankruptcy, net oftax ofSO, (SI). SO. (SI) and Maintenance
~ , Other OperationSeparatton bcncr.is. net oftax of$9, SO. S9. SO (c) and Maintenance

Total

(22) S

(.16) $

76 S (162) S

74 S (IS.-)) S

M-''" '̂C'ivity. See -Commodity Price Risk (Non-trading) -hlconomic Activity" in Note 14 to
(b) si 'nfoniia|ion. Amounts have been adjusted for option premiums of S2 million. SO. S4 million and SI million.(Dj oec Note 1.1 to the Financial Statements for additional information.
(c) InJunc20l4.PPLEnergySuppl/slargcst IBEW local raiiHed anew three-year labor agreement. In connection with the new agreement estimated

bargaining umi one-time voluntary rciiremem bcnenis were leconled. See Note 10 to the Financial Statements for additional information.

Margins

Non-GAAP Financial Measures

Management utilizes the following non-GAAP financial measures as indicators of performance for its businesses.

• Kentucky Gross Margtns" is asingle financial performance measure of the Kentucky Regulated segment's, LKE's,
LG&E's and KU's electricity generation, transmission and distribution operations as well as LKE's and LG&E's
distribution and sale ofnatural gas. In calculating this measure, fuel, energy purchases and certain variable costs of
production (recorded as "Other operation and maintenance" on the Statements ofIncome) are deducted from revenues. In
addition, certain other expenses, recorded as "Other operation and maintenance" and "Depreciation" on the Statements of
Income, associated with approved cost recovery mechanisms are offset against the recovery of those expenses, which are
included in revenues. These mechanisms allow for direct recovery of these expenses and, in some cases, returns on
capital investments and perlormance incentives. As aresult, this measure represents the net revenues from the electricity
and gas operations.

• "Pennsylvania Gross Delivery Margins" is asingle financial performance measure of the Pennsylvania Regulated
segment s and PPL Electrics electricity delivery operations, which includes transmission and distribution activities. In
calculating this measure, utility revenues and expenses associated with approved recovery mechanisms, including energy
provided asa PLR. arc 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 EnergyPIus, which arc reflected in "PLR intersegment utility revenue (expense)" in the reconciliation
table below (in "Energy purchases from affiliate" in PPL Electric's reconciliation table). As a result, this measure
represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity delivery operations.

• "Unregulated Gross Energy Margins" is asingle financial performance measure of the Supply segment's and PPL Energy
Supply's competitive energy activities, which arc managed on ageographic basis. In calculating this measure, energy
revenues, including operating revenues associated with certain businesses 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, recorded in "Taxes, other than income," and operating expenses associated with certain businesses classified
as disconunucd operations. This performance measure is relevant due to the volatility in the individual revenue and
expense lines on the Statements ofIncome that comprise "Unregulated Gross Energy Margins." This volatility stems
from anumber 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 "Unregulated wholesale
energy", "Unregulated retail energy" or "Energy purchases" on the Statements ofIncome. This performance measure
includes PLR revenues from energy sales to PPL Electric by PPL EnergyPIus, which are refiecied in "PLR intersegment
utility revenue (expense) in the reconciliation table below (in "Unregulated wholesale energy to affiliate" in PPL Energy
Supply sreconciliation table). Unregulated Gross Energy Margins" excludes adjusted energy-related economic activity,
which includes the changes in fair value ofpositions used to economically hedge a portion ofthe economic value ofthe
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
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delivery pen^ ihai was hedged. Adjusted energy-related economic activity includes the ineffective poriion of qualifying
cash now hedges and premium amortization associated with options. Unrealized gains and losses related to this activity
are deferred and included in "Unregulated Gross Energy Margins" over the delivery period of the item that was hedged or
upon realization. ®

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP as an
indicator of overall operating performance. Other companies may use different measures to analyze and report their results
ol operations. Management believes these measures provide additional useful criteria to make investment decisions. These
performance measures are used, in conjunction with other information, by senior management and PPL's Board of Directors
to manap the operations, analyze actual results compared with budget and, in certain cases, to measure certain corporate
tinancial goals used todetermine variable compensation.

Reconciliation of Non-GAAP Financial Measures

The following table contains the components from the Statement of Income that are included in the non-GAAP financial
measures and a reconciliation to PPL's "Operating Income" for the periods ended June 30.

Kentucky
Gros.s

2014 Ttircc Monlhs

PA CroiwS

Delivery
Margiius

Unregululed
Cross

Energy Operating
Kentucky-

Gross

2013 Ttiree MonlKs

PA Gross

I>clivery

Unregulated
Gross

Energy Openiling
Other (a)

Operating Revenues
Utility S 722 S
PLR intersegment utility

449 $ 659 (c) S 1,830 $ 682 S 414 S 559 (c) S 1.6.55

revenue (expense) (d)
Unregulated wholesale

(21) S 21 (12) $ 12

energy

Unregulated retailenergy
Energy-related businesses

684

277

(9.1)(c)

.1 (e)
173

591

280

17.1

812

217

589 (e)
20 (e)

117

1.401

257

1.17Total OperatingRevenues 722 428 982 742 2.874 682 402 1.061 1.105 1.4.50

Operating Expenses
Fuel

Energy purchases
Other operation and
maintenance

Depreciation
Taxes, other than income

Energy-related businesses
Total Operating Expenses

Total

Operating Revenues
Utility
PLR intersegment utility
revenue (expense) (d)

Unregulated wholesale
energy

Unregulated retail energy
Energy-related businesses

Total Operating Revenues

Operating Expcn.ses
Fuel

Energy purchases
Other operation and
maintenance

Depa>ciation
Taxes, other than income
Energy-related businesses

Total OperatingExpenses

Total

211 266 (6)(e) 491 216 22.1 2 (e) 441
16 114 246 (45) (e) .151 37 120 420 474 (e) 1.051

25 23 6 687 741 21 21 3 651 698
110 112 2 284 286

21 10 62 91 19 10 57 86
-> 166 168 1.10 1.10

294 158 510 1.174 2.1.56 278 160 656 1.598 2.692
S 428 $ 270 S 452 :S (432) S 718 S 404 S 242 S 405 $ (291) S 758

2014 Six MonlKs 2013 Six MonlKs

Unregulated Unregulated
Kentucky PA Gross Gross Kentucky PA Gross Gross

Gros.s Delivery- Energy Operating Gross Delivery Energy Operating
Margins Margins Margias Other (a) income (b) Margias Margias Margias Other (a)

S 1.6.56 S 1.041 S 1.295 (c) S 1.992 S 1.482 S 927 $ 1.196 (c) $ 1.605

(48) S 48 (26) $ 26

47 (885) (c) (818) 1.778 (234) (e) 1.544
655 (26) (c) 629 481 li (e) 494

114 114 264 264
1.6.56 991 750 698 4.097 1.482 901 2.287 1.237 5.907

508 747 (6)(c) 1.249 447 522 f (e) 970
160 301 (971) (613) (c) (1.143) 121 292 857 (I64)(e) 1.108

48 48 11 1.129 1.438 48 43 8 1.275 1.174
3 614 617 2 568 570
1 50 21 121 197 47 18 117 182

4 102 306 252 252
720 401 (186) 1.729 2.664 620 .182 1.405 2.049 4.4.56

S 916 S 592 S 916 S (1.011) S 1.413 S 862 S 519 S 882 S (812) $ 1,451
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(a) Represents anK)unts excluded from Margins.
(b) As reported on the Statements of income.
(c) PtHmarily represents WPD's utility revenue.
(d) Primarily related to PLR supply sold by PPL EnergyPlus to PPL Electric.
(c) Includes energy-related economic activity,which is subject to fluctuations in valuedue to market price volatility. Sec "Commodity Price Risk (Non-

trading) - Economic Activity" in Note 14 to the Financial Statements.

Changes in Non-GAAP Financial Measures

The following table shows the non-GAAP financial measures by PPL's reportable segment and bycomponent, as applicable,
for the periodsended June 30 as well as the change between periods. The factors that gave rise to the changesare described
following the table.

Three Months Six Months

2014 2013 Change 2014 2013 Change

Kentucky Regulated
Kentucky Cross Margins

LG&E S 196 S 183 $ 13 S 422 $ 385 $ 37

KU 2.12 221 11 514 477 37

LKE S 428 s 404 $ 24 s 936 $ 862 S 74

Pennsylvania Regulated
Pennsylvania Gross Delivery Margins

Distribution s 189 s 183 $ 6 s 438 S 407 S 31
Transmi.ssion 81 ."59 22 1.54 112 42

Total s 270 s 242 S 28 s 592 S 519 s 73

Supply
Unregulated Gross Energy Margins

Eastern U.S. s 400 s 349 $ 51 s 835 $ 769 s 66

Western U.S. 52 56 (4) 101 113 (12)
Total s 452 s 405 $ 47 s 936 S 882 s 54

Kentucky Gross Margins

Kentucky Gross Margins increased for the three months ended June 30, 2014 compared with 2013 primarily due to returns on
additional environmental capital investments of $14 million ($6 million at LG&E and $8 million at KU), and higher volumes
of 55 million at LG&E. The change in volumes was primarily attributable to favorable weather conditions in 2014.

Kentucky Gross Margins increased for the six months ended June 30, 2014 compared with 2013 primarily due to returns on
additional environmental capital investments of $27 million ($11 million at LG&E and $16 million at KU), higher volumes
of $25 million ($7 million at LG&E and $18 million at KU), higher demand revenue of $9 million ($5 million at LG&E and
$4 million at KU) and higher off-system sales at LG&E of $7 million. The changes in volumes and demand revenue were
primarily attributable to unusually cold weather conditions in the first quarter of 2014.

Pennsylvania Gross Delivery Margins

Disirihiiiion

Margins increased for the six months ended June 30, 2014 compared with 2013 primarily due to a $12 million benefit from a
change in estimate of a regulatory liability, a $10 million favorable effect of unusually cold weather in the first quarter of
2014 and a $9 million favorable effect of distribution improvement capital investments. See "Pennsylvania Activities - Storm
Damage Expense Rider" in Note 6 to the Financial Statements for additional information.

Transmission

Margins increased for the three and six months ended June 30, 2014 compared with 2013 primarily due to increased
investment in plant and the recovery of additional costs through the FERC formula based rales.

ppll0q_6-l4_Final As RIed.docx 10



o

o

Unregulated Gross Energy Margins

Eastern U.S.

Easiern margins increased for the ihree months ended June 30, 2014 compared with 2013 primarily due to favorable asset
availability of $76 million, unrealized gains on certain commodity positions of $42 million and higher capacity prices of $27
million, partially offset by lower baseload energy prices of $109 million.

Eastern margins increased for the six months ended June 30, 2014 compared with 2013 primarily due to higher capacity
prices of $101 million, unrealized gains on certain commodity positions of $60 million and favorable asset availability of $50
million, partially offset by lower baseload energy prices of $201 million.

During the first quarter of 2014, the PJM region experienced unusually cold weather conditions, higher demand and
congestion patterns, causing rising natural gas and electricity prices in spot and near-term forward markets. Due to these
market dynamics, PPL Energy Supply captured opportunities on unhedged generation, which were primarily offset by under-
hedged full-requirement sales contracts and retail electric. The net benefit, due to the aforementioned weather and related
market dynamics, was$38 million for the six months ended June 30, 2014 compared with2013.

Western U.S.

Western margins decreased for the six months ended June 30,2014 compared with 2013 primarily due to lower availability
of coal units.

Statement of Income Analysis —

Utility Revenues

The increa.sc (decrease) in utility revenues for the periodsended June 30, 2014 compared with 2013 wasdue to:

Three Months Si.x Months

Domestic:

PPL Electric (a)
LKE(b)

Total Donw.siic

U.K.:

Price (c)
Foreign currency exchange ratc.s
VoluiiK (cl)
Unc loss accrual adjustments (e)
Other

Total U.K.

Total

s 35 S 114

40 174

75 288

52 120

59 85

(33) (56)
24 (41)
(2) (9)

100 99

s 175 s 387

(a) See "Pennsylvania Gross I>:livcryMargins" for further information.
(b) See "Kentucky Gross Margins" for further infomtation.
(c) The threeand six-monthperiods were impactedby price increaseseffective April 1.2014 and April 1.2013.
(d) The decrease for the threeand six-monthperiods was primarilydue to the unusuallycold weather in 2013.
(e) The threeand six-monthperiods were impactedby unfavorable accrualadjustnKnis in 2013 based on Ofgem'sconsultationdocumentson the DPCR4

line loss incenii%'es and penalties. Thesix-month period wasalso impacted by unfas-orablc accrual adjustntents in 2014 basedon Ofgem's final
decision on this matter in March 2014. Sec Note 6 to the Financial Statements for additional information.

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended June 30, 2014
compared with 2013 arc included above within "Margins" and are not discussed separately.

Three Months Six Months

Unregulated wholesale energy (a) S (810) S (2,382)
Unregulated retail energy 23 135
Fuel 50 279
Energypurchases(b) (700) (2,251)

(a) Thesix-month period endedJune30. 2014 includes significant realirxd and unrealized losses on physical and financial commodity sales contracts due
to the unusually cold weather experienced in the first quarter of 2014.
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(b) The six-monih period ended June 30. 2014 includes signiflcani realized and unrealized gains on physical and financial commodity purchase contracts
due to the unusually cold weather experienced in the first quarterof 2014.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended June 30, 2014 compared with 2013 was
due to:

Domestic;

PPL Susquchanna (a)
PPL EnergySupply fossiland hydroelectric plants (b)
PPL Electric PUC-rcportabIc stonns
PPL Electric payroll-related costs
LKE generation maintenance outages
LKE storm expense
Separation benefits (c)
Other

U.K.:

Network maintenance (d)
Foreign currency exchange rates
Pension

Engineering management
Separation benefits
Other

Total

Three Months Six Months

$ II $ 18

(9) 11

1 10

(5) (8)
3 6

3 9

29 29

6 (6)

7 16

10 14

(8) (17)
(3) (9)

(3)
(2) (6)

$ 43 $ 64

(a)
(b)

(c)

(d)

Theincrexse for thethree- and six-month periods was primarily due torefueling outage costs.
The decrease for the three-month period was primarily due tothe elimination of rent expense associated with the Colsirip lease which was temiinated
in December 2013. Theincrea.se for thesix-month period was dueto theKerr Dam Project impairment of$18million recorded in March 2014.
partially offsetby theelimination of rentexpense associated withtheColsirip lea.se termination of $10 million. SeeNote 13 to the Financial
Statements foradditional infonnation on the KerrDamProject impairment.
Bargaining unit one-time voluntary retirement benefits were recorded asa result of the ratification of the IBEW Local 1600 three year labor agreement
in June 2014. See Note 10 to the Rnancial Statements for additional information.
The increase for the three-and six-month periods was primarily due tovegetation management and fault repair due toincreased 2014 storm activity.

Depreciation

Depreciation increased by $26 million and $47 million for the three and six months ended June 30, 2014 compared with
2013, primarily due to additions to PP&E, net.

Taxes, Other Than Income

The increase (decrease) in taxes, other than income for theperiods ended June 30, 2014 compared with 2013 was due to:

Three Months Six Month.s

Pennsylvania gross receipts tax (a)
Foreign currency exchange rates
Domestic property tax
Total

$ 3 $ 9

4

1

$ 7 $ 15

(a) The increase for the thnx-and six-month periods isprimarily due tohigher retail electric revenues. This tax is included in"Unregulated Gross Energy
Margins" and "Pennsylvania Gross DeliveryMargins."

Other Income (Expense) - net

Other income (expense) - net decreased by $95 million and $240 million for the three and six months ended June 30, 2014
compared with 2013, primarily due to an increase of $76 million and $219 million from realized and unrealized losses on
foreign currency contracts toeconomically hedge GBPdenominated earnings from WPD. The three and six months ended
June 30, 2014 were also impacted by$16 million of transaction costs related to theanticipated spinoffof PPL Energy Supply.

See Note 12 to the Financial Statements for additional information.
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Interest Expense

The increase (decrease) in interest expense for the periods ended June 30, 2014 compared with 2013 was due to:

Three Months Six Months

Loss on cxtinguishmcnl of debt (a)
Nci amonizalion of debt discounts, premiums and issuance costs
Capitalized interest and debt component of AFUDC (b)
Foreign currency exchange rates
Other

Total

(10) S

4

9

(3)

(!)
(4)

9

13

(4)

13

(a) In March 2014. a S9 million loss was recorded related to PPL Capital Funding's rcmarkcting and debt exchange of the junior subordinated notes issued
as a component of the 2011 Equity Units compared with a SIO million loss recorded in May 2013 related to a similar transaction for the 2010 Equity
Units.

(b) Primarily clueto the Holtwood hydroelectric expansion project placed in service in November 2013.

Income Taxes

The increase (decrease) in income taxes for the periods ended June 30, 2014 compared with 2013 was due to:

Three Months Six Months

Change in prc-tiix income at current period tax rates 5 (68) S (120)
State valuation allowance adjustments (a) 46 46

Federal incoiiK tax credits 2 5

Federal and state tax reser\'c adjustments (b) 39 40

U.S. income tax on foreign earnings • net of foreign tax credit (c) 17 26

Foreign tax rctum adjustments 4 4

State deferred tax rate change 3 3

Impact of lower UK income tax ratc.s (3) (8)
Other .S

Total S 40 S 1

(a) As a result of the spinoff announcement, PPL recorded deferred inconw tax expense during the three and six months ended June 30. 2014 to adjust
valuation allowances on deferred tax assets primarily for slate net operating loss carryforwards thai were previously supported by the future earnings of
PPL Energy Supply.

(b) In May 2013. the U.S. Supreme Court reversed the December 2011 ruling by the U.S. Court of Appeals for the Third Circuit, concerning the
creditabiliiy,for inconretax purposes,of the U.K. Windfall ProfitsTax. As a resultof this decision. PPL recordeda tax benefitof S44 millionduring
the three and six months ended June 30. 2013. Sec Note .1 to the Financial Statements for additional information.

(c) During the three and six months ended June 30. 2013. PPL recorded a tax benefit of 519 million associated with a ruling obtained from the IRS
impacting the recalculation of 2010 U.K. earnings and profits.

See Noie 5 to the Financial Statements for additional information.

PPL Energy Supply: Earnings, Margins and Statement of Income Analysis

Earnings

Net Income (Ijsss) Attributable to PPL Energy Supply Member
Special items, gains (losses), after-tax

Three Monlh.s Ended

.lunc 30,

2014

13 5

(36)

2013

86 5

74

Six Months Ended

June 30,

2014

(53) S
(185)

2013

48

(43)

Excludingspecial items, earnings for the three and six-month periods in 2014 compared with 2013 were higher, primarily
due to unrealized gains on certain commodity positions, higher Eastern margins from higher capacity prices, favorable asset
availability and lower interest expense, partially offset by lower bascload energy prices and higher income taxes. Earnings
for the six-month period were also favorably impacted by net benefits from unusually cold weather in the first quarter of
2014, partially offset by lower western U.S. margins.

The table below quantifies the changes in the components of Net Income (Loss) Attributable to PPL Energy Supply Member
between these periods, which reflect amounts classified as Unregulated Gross Energy Margins and certain items that
managementconsiders special on separate lines within the table and not in their respective Statement of Income line items.
See PPL's "Results of Operations - Segment Earnings - Supply Segment" for details of the special items.
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Unregulated Gross Energy Margins
Other operation and maintenance
Depreciation
interest expense
Other

Income taxes

Special items, after-tax
Total

Three Months Six Months

47

(3)
II

(8)
(10)

(110)

(73) S

.S4

(3)

(5)
23

(8)
(20)

(142)

(101)

Margins

"Unregulaled Gross Energy Margins" is a non-GAAP financial performance measure ihai managemenl utilizes as an
indicator of the performance of its business. See PPL's "Results of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes between periods.

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended June 30.

2014 Three Months 2013 Three Month.s

Unregulated Unregulated
Gro.ss Energy Operating Gross Energy Operating

Margins Other(a) Income (b) Margins Other(a) Income (b)

Operating Revenues
Unregulated wholesale energy S 684 S (93)(c) S 591 $ 812 S 589 (c) S 1.401

Unregulated wholesale energy
to affiliate 21 21 12 12

Unregulated retail energy 277 4 (c) 281 237 20 (c) 257

Energy-related businesses 155 1.55 122 122

Total Operating Revenues 982 66 1.048 1.061 731 1.792

Operating Expenses
Fuel 266 (7)(c) 259 223 1 (c) 224

Energy purcha.scs 246 (43) (c) 203 420 478 (c) 898

Other operation and maintenance 6 290 296 3 267 270

Depreciation 82 82 79 79

Taxes, other than income 10 6 16 10 6 16

Energy-related businesses 2 1.53 1.55 118 118

Total Operating Expenses 530 481 I.Oll 656 949 1.605

Total S 452 S (415) S 37 $ 405 $ (218) S 187

2014 Six Months 2013 Six Months

Unregulated Unregulated
Gross Energy Operating Gross Energy Operating

Margins Other(a) Income (b) Margins Other (a) Income (b)

Operating Revenues
Unregulated wholesale energy S 47 S (885) (c) S (838) $ 1.778 S (234) (c) S 1..544

Unregulated wholesale energy
to affiliate 48 48 26 26

Unregulaled retail energy 655 (23) (c) 632 483 12 (c) 495

Energy-related businesses 280 280 235 235

Total Operating Revenues 750 (628) 122 2.287 13 2.300

Operating Expenses
Fuel 747 (6) (c) 741 522 (c) .522

Energy purchases (973) (628) (c) (1,601) 857 (i58)(c) 699

Other operation and maintenance 13 .541 554 8 497 505

Depreciation 162 162 157 1.57

Taxes, other than income 23 14 37 18 15 33

Energy-related businesses 4 275 279 228 228

Total Operating Expenses (186) .358 172 1.405 739 2.144

Total $ 936 S (986) S (50) S 882 S (726) S 1.56

(a) Reprc.sents amounts excluded from Margins.
(b) As reported on the Stalcmenis of Income.
(c) Includes energy-related economic activity, which is subject to fluciuaiions in value due to market price volatility. Sec "Commodity Price Risk (Non-

trading) - Economic Activity" within Note 14 to the Financial Statements.
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Statement of Income Analysis -

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended June 30, 2014
compared with 2013 are included above within "Margins" and are not discussed separately.

Unregulated wholesale energy (a)
Unregulated wholesale energy to afniiate
Unregulated retail energy
Fuel

Energy purchases (b)

Three Months

S (810)
9

24

35

(695)

Six Months

(2.382)
22

137

219

(2.300)

(a) Thesix-month period endedJune30. 2014 includes significant realized and unrealized losses on physical and financial commodity salescontracts due
to the unusually cold weather experienced in the first quarter of 2014.

(b) Thesix-month period endedJune30. 2014 includes significant realized and unrealized gainson physical and financial commodity purchase contracts
due 10the unusually cold weather experienced in the first quancr of 2014.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended June 30, 2014 compared with 2013 was
due to;

PPL Susquchanna (a)
Fossil hydroelectric plants (b)
PPL EncrgyPlus
Separation benefits (c)
Other

Total

Three Months Six Months

II S

(9)
4

23

_

26 S

4

23

(7)
49

(a)
(b)

(c)

The increa.se for the threeand six-monthperiods is primarilydue to refuelingoutagecosts.
The decrease for the three-month|xjriod is primarilydue to the eliminationof rent expcn.se associatedwith the Colsirip lease which was terminatedin
IX'cember 2013. The increase for the six-month period is pritiiarily due to the Kerr Dam Project iinpaimKnt of SI 8 million, recorded in March 2014.
partially offset by the elimination of rent expense associated with the Colstrip lease termination of $10 million. See Note 13 to the Financial
Statements fur additional infonnaiion on the Kerr Dam Project impairment.
Bargaining unit one-time voluntaryreiireiiK'ni benefits were recorded as a resultof the ratification of the IBEW Local 1600three year labor agreement
in June 2014. See Note 10 to the Financial Statenxtnts for additional information.

Interest Expense

The increase (decrease) in inlerest expense for the periods ended June 30, 2014 compared with 2013 was due to:

Three Months Six Month.s

Long-icnn debt interest expen.se (a) S (14) S (28)
Capitalized interest (b) 4 8

Other (1) (3)
Total S (11) s (23)

(a) The decrease was primarily due to the repayment of debt in July and tXiccmbcr 2013.
(b) The increase was primarily due to the Holtwood hydroelectric expansion project placed in service in November 2013.

Income Taxes

The increase (decrease) in income taxes for the periods ended June 30, 2014 compared with 2013 was due to:

Three Months Six Monlh.s

Change in pre-tax income at current period tax rales
Federal and state tax reserve adjustments
State deferred tax rate change
Other

Total

See Note 5 to the Financial Siaicmcnis for additional information.
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PPL Electric: Earnings, Margins and Statement of Income Analysis

Earnings
Three Monlhs Ended

June 30,

2014 2013

Six Months Ended

June 30,
2014 2013

Nci Income

Special iicm, gains (losses). af(cr-iax
52 S

(4)

45 $ 1.37 S

(4)

109

Excluding a special item, earnings for the three and six-month periods in 2014 compared with2013 increased, primarily due
to higher transmission margins from returns on additional capital investments and therecovery of additional costs through
FERC formula based rates, partially offset by higher interest expense. Earnings for thesix-month period in2014compared
with2013 also include higherdistribution margins primarily due to unusually cold weather in the first quarter of 2014,
returns on additional distribution improvement capital investments and a benefit from a change in estimateof a regulatory
liability.

The table below quantifies the changes in the components of Net Income between these periods, which reflects amounts
classified as Pennsylvania Cross Delivery Margins and a certain item that management considersspecial on separate lines
within the tableand not in their respective Statement of Income line items. See PPL'sResultsof Operations - Segment
Earnings - Pennsylvania Regulated Segment" for details of the special item.

Pennsylvania Gross Delivery Margins
Depreciation
Interest expense
Other

Income taxes

Special item, after-tax
Total

Margins

"Pennsylvania Gross Delivery Margins" is a non-CAAP financial performance measure that management utilizes as an
indicator of the performance of its business. See PPL's "Results of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes between periods.

The following tables contain the components from the Statements of Income that are included in this non-CAAP financial
measure and a reconciliation to "Operating Income" for the periods ended June 30.

Three Months Six Month.s

s 28 S 73

(2) (4)
(4) (8)
(1)

(10) (29)

(4) (4)

$ 7 $ 28

2014 Three Months 2013 Three Months

Operating Revenues

Operating Expcn.ses
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
[depreciation
Taxes, other than income

Total Operating Expenses
Total

ppl IOq_6-14_Final As RIed.docx

PA G ro.<ts

Delivery
Margin-s

449

114

21

23

2!

179

270 S

Other (a)

112

45

2

159

Operating
InconK (b)

449

114

21

135

45

23

338

(159) S 11

16

PA Cro.ss

Delivery
Margins

414

120

12

21

19

172

Other (a)

103

44

3

150

Operating
Income (b)

414

120

12

124

44

322

242 S (1.50) S 92
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2014 Six Months 2013 Six Months

PA Gross PA Gross

Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other(a) Income (b)

Operating Revenues S 1.041 S 1.041 S 927 S 927

Operating Expenses
Energy purchases 303 303 292 292

Energy purchases from affiliate 48 48 26 26

Other operation and maintenance 48 S 221 269 43 $ 214 257

l>:prcciation 90 90 87 87

Taxes, other than income 50 5 55 47 5 52

Total Operating Expenses 449 316 765 408 306 714

Total S 592 S (316) S 276 S 519 $ (306) S 213

(a) Reprcscnis amounts excluded from Margins.
(b) As reported on the SiatcnKnis of Income.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended June 30, 2014
compared with 2013 are included above within "Margins" and are not discussed separately.

Three Months

$ 35

(6)
9

Operating revenues $
Energy purchases
Energy purchases from affiliate

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended June 30, 2014 compared with 2013 was
due to:

PayrolUrelaied costs
Vegetation management
PUC-rcportable storms
Act 129

Separation benefits (a)
Other

Total

Three Months

(5)
2

I

3

6

4

Six Months

114

II

22

Six Months

(8)
.5

10

(1)
6

12

(a) Bargaining unit one-time voluntary rctircnKnt benefits were recorded as a result of the ratification of the IBEW Local 1600 three year labor agreement
in June 2014. Sec Note 10 to the Financial Statements for additional information.

Interest Expense

Inlcrcsl expense increased by $4 million and $8 million for the three and six months ended June 30, 2014 compared with
2013, primarily due to a debt issuance in July 2013.

Income Taxes

Income taxes increased by $7 million and $27 million for the three and six months ended June 30, 2014 compared with 2013,
primarily due to the change in pre-tax income at current period tax rales.

See Note 5 to the Financial Statements for additional information.
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LKE: Earnings, Margins and Statement of Income Analysis

Earnings

Net Income

Special items, gains (losses), after-tax

Three Months Ended

.tune 30,

2014

65

I

2013

64 $

1

Six Months Ended

June 30,

2014

180

I

2013

160
•5

Excluding special items, earnings increased for the three-month period in 2014 compared with 2013 primarily due to returns
on additional environmental capital investments and higher sales volumes due to favorable weather conditions. Earnings
increased for the six-month period in 2014 compared with 2013 primarily due to returns on additional environmenial capital
investments, higher sales volumes, higher demand revenue and higher off-system sales, partially offset by higher operation
and maintenance expense driven by storm-related expenses and liming of generation maintenance outages. The changes in
volumes and demand revenue were primarily due to unusually cold weather conditions during the first quarter of 2014.

The table below quamifies ihe changes in componcnis of Net Income between these periods, which reflect amounts classified
as Margins and certain items that management considers special on separate lines within the table and not in their respective
Statement of Income line items. See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated Segment" for
details of the special items.

Three Monlh.s Six Monlh.s

Margins S 24 S 74

Other operation and maintenance (7) (18)
Depreciation (4) (7)
Interest expense (4) (9)
Other (4) (3)
Income taxes (4) (16)
Special items, after-tax (!)
Total s 1 S 20

Margins

"Margins" is a non-CAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, LKE's Margins arc referred to as
"Kentucky Gross Margins."

The following tables contain the components from the Statements of Income that are included in this non-CAAP financial
measure and a reconciliation to "Operating Income" for the periods ended June 30.

2014 Three Months 2013 Three MotUh.s

Operating Operating
Murcin.s Other (u) Income (b) Marsin.s Other (u) Income (b)

Operating Revenues $ 722 S 722 5 682 S 682

Operating Expenses
Fuel 231 231 216 216

Energy purchases 36 36 37 37

Other operation and maintenance 25 S 181 206 23 S 174 197

Depreciation 2 85 87 2 81 83

Taxes, other than income 13 13 12 12

Total Operating Expenses 294 279 .573 278 267 .545

Total S 428 S (279) S 149 S 404 S (267) S 137
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2014 Six Months 2013 Six Months

Margin.s Other(a)
Operating
income (b) Margins Other (a)

Operating
Income (b)

Operating Revenues S 1.656 S 1,6.56 S 1.482 S 1.482
Fuel 508 508 447 447

Energy purchases 160 160 123 123

Other operation and maintenance 48 S 364 412 48 $ 346 394

Depreciation 3 170 173 2 163 165

Taxes, other than income 1 25 26 24 24

Total Operating Expenses
Total

720 559 1.279 620 533 1.1.53

$ 936 s (559) S 377 5 862 $ (533) $ 329

(a) Represents amounts excluded from Margins.
(b) As reponed on the Slaiemenis of Income.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included In "Margins"

The following Statemeni of Income line items and their related increase (decrease) during the periods ended June 30, 2014
compared with 2013 are included above within "Margins" and are not discussed separately.

Three Months Six Months

Operating revenues $ 40 S 174
Fuel 15 61

Energy purchases (!) 37

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended June 30, 2014 compared with
2013 was due to:

Three Months Six Months

Timing and scope of generation maintenance outages
Storm expenses
Other

Total

Depreciation

Depreciation increased by $4 million and $8 million for the three and six months ended June 30, 2014 compared with 2013
primarily due to additions to PP&E, net.

Interest Expense

interest expense increased by $5 million and $10 million for the three and six months ended June 30, 2014 compared with
2013 primarily due to the issuance of $500 million First Mortgage Bonds in November 2013.

Income Taxes

Income taxes increased by $4 million and $16 million for the three and six months ended June 30, 2014 compared with 2013
primarily due to the change in pre-tax income at current period tax rales.
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LG&E: Earnings, Margins and Statement of income Analysis

Earnings
Three Months Ended

June 30,
2014 2013

Six Months Ended

June 30,
2014 2013

Nei Income 35 S 29 S 87 $ 73

Earnings increased for ihe three-month period in 2014 compared with 2013 primarily due to returns from additional
environmental capital investments and higher sales volumes due to favorable weather conditions. Earnings increased for the
six-month period in 2014 compared with 2013 primarily due to returns from additional environmental capital investments,
higher sales volume, higher demand revenue and higher off-system sales partially offset by increased operation and
maintenance expense driven by storm-related expenses. The changes in volumes and demand revenue were primarily
attributable to unusually cold weather conditions during the first quarter of 2014.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins on a separate line within the table and not in their respective Statement of Income line items.

Margins
Other operation and maintenance
t!X:prcciation
Interest expense
Other

Income taxes

Total

Margins

"Margins" is a non-CAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, LG&E's Margins are included in
"Kentucky Cross Margins."

The following tables contain the components from the Statements of Income that arc included in this non-CAAP financial
measure and a reconciliation to "Operating Income" for the periods ended June 30.

2014 Three Months

Three Months Six Months

$ 13 S 37

2 (4)

(2) (4)
(2) (4)
(1) (2)
(4) (9)

14

2013 Three Months

operating Operating
Margins Other (a) Income (b) Margins Other (a) income (b)

Operating Revenues $ 344 S 344 S 316 S 316

Operating lExpenses
Fuel 104 104 88 88

Energy purchases, including affiliate 31 31 34 34

Other operation and maintenance 12 S 82 94 10 S 84 94

Depreciation 1 38 39 1 36 37

Taxes, other than incoitK 7 7 6 6

Total Operating Expenses 148 127 275 133 126 259

Total S 196 $ (127) S 69 S 183 S (126) S 57

2014 Six Months 2013 Six Months

Operating Operating
Margins Other (a) Income (b) Margins Other(a) Income (b)

Operating Revenues S 823 s 823 s 706 s 706

Operating Expenses
Fuel 221 221 184 184

Energy purchases, including affiliate 155 155 115 115

Other operation and maintenance 24 S 168 192 21 S 164 185

Depreciation 1 76 77 1 72 73

Taxes, other than inconK 13 13 12 12

Total Operating Expenses 401 257 658 .321 248 .569

Total $ 422 $ (2.57) s 165 5 385 $ (248) s 137
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(a) Represents amounts excluded rrom Margins.
(b) As reported on the Statements of IncoiiK.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included In "Margins"

The following Siaicmcni of Income line iicms and ihcir related increase (decrease) during the periods ended June 30, 2014
compared with 2013 are included above within "Margins" and are not discussed separately.

Three Months J>ix Months

Reiail and wholesale S 18 S 9!

Elcciric revenue from afHIiatc 10 26

Fuel 16 37

Energy purcha.ses (2) 36

Energy purchases from affiliaie (1) 4

Other Operation and Maintenance

Other operation and maintenance expense increased by $7 million for the six months ended June 30, 2014 compared with
2013 primarily due to storm expenses.

Depreciation

Depreciation increased by $2 million and $4 million for the three and six months ended June 30, 2014 compared with 2013
primarily due to additions to PP&E, net.

Interest Expense

Interest expense increased by $2 million and $4 million for the three and six months ended June 30, 2014 compared with
2013 primarily due to the issuance of S250 million First Mortgage Bonds in November 2013.

Income Taxes

Income taxes increased by $4 million and $9 million for the three and six months ended June 30, 2014 compared with 2013
primarily due to the change in pre-tax income at current period lax rates.

KU: Earnings, Margins and Statement of Income Analysis

Earnings

Nel Income

Special item, gains (losses), aficr-tax

Three Months Ended

June 30,

2014

40

1

2013

44

I

Six Months Ended

June 30,

2014

117

1

2013

108

I

Excluding a special ilcm, earnings increased for the three-month period in 2014 compared with 2013 primarily due to returns
on additional environmental capital investments. Earnings increased for the six-month period in 2014 compared with 2013
primarily due to returns on additional environmental capital investments, higher sales volumes and higher demand revenue
partially offset by other operation and maintenance expense driven by the timing of generation maintenance outages. The
changes in volumes and demand revenue were primarily attributable to unusually cold weather conditions during the first
quarter of 2014.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins and a certain item that managementconsiders special on separate lines within the table and not in their
respective Statement of Income line items.
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Three Months Six Months

Margins S II $ 37
Other operation and maintenance (9) (13)
Depreciation (1) (2)
Interest expense (3) (5)
Other (3) (1)
Income taxes (7)
Special item • EEI adjustments, after-tax 1

Total $ (4) S 9

Margins

"Margins" is a non-GAAP financial performance measure lhal management utilizes as an indicator of the performance of its
business. Sec PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, KU's Margins are included in
"Kentucky Cross Margins."

The following tables contain the components from the Slalcmcnis of Income that arc included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended June 30.

2014 Three Month.s 2013 Three Months

Ope ruling Operuling
Marjjins Other(a) Income (b) Margins Other (a) Income (b)

Operating Revenues S 404 S 404 S 383 S 383

Operating Expenses
Fuel 127 127 128 128

Energy purchases, including affiliate 31 31 20 20

Other operation and maintenance 13 S 94 107 13 $ 85 98

Depreciation 1 46 47 1 45 46

Taxes, other than income 6 6 6 6

Total Operating Expenses 172 146 318 162 1.36 298

Total S 232 s (146) S 86 S 221 S (136) S 85

2014 Six Months 2013 Six Months

Operating Opcruling
Margins Other(a) income (b) Murgins Other(a) Income (b)

Operating Revenues s 902 $ 902 S 815 S 815

Operating Expenses
Fuel 287 287 263 263

Energy purchases, including affiliate 74 74 47 47

Other operation and maintenance 24 S 181 205 27 S 168 195

l3epreciation 2 93 95 1 91 92

Taxes, other than income 1 12 13 12 12

Total Operating Expenses .388 286 674 338 271 609

Total s 514 $ (286) S 228 S 477 S (271) S 206

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Statement of Income Analysis —

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended June 30, 2014
compared with 2013 are included above within "Margins" and are not discussed separately.

Retail and wholesale

Electric revenue from affiliate

Fuel

Energy purchases
Energy purchases from affiliate
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1

10

Six Months

83

4
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1
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended June 30, 2014 compared with
2013 was due to:

Timing and scope of generacion mainienancc ouiages
Slonn expenses
Oihcr

Total

Interest Expense

iniercsi expense increased by $3 million and $5 million for the three and six months ended June 30, 2014 compared with
2013 primarily due to the issuance of $250 million First Mortgage Bonds in November 2013.

Income Taxes

Income taxes increased by $7 million for the six months ended June 30, 2014 compared with 2013 primarily due to the
change in pre-tax income at current period tax rates.

Financial Condition

The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for
all Registrants.

Liquidity and Capital Resources

(AHRegislrants)

The Regislrants had the following at:
PPL

PPL (a) EnergySupply PPL Electric LKE LC&E KU
•lime 30. 2014

Cash and cash equivalents S 1.269 S 264 S 149 S 23 $ .5 S 18
Notes receivable from arfiliates 16

Shon-ierm debt 808 324 320 70 \15

Dcccnihcr 31. 2013

Ca.sh and cash equivalents S 1,102 $ 239 S 25 S 35 $ 8 S 21
Notes receivable from affiliates 150 70

Shon-lcrm debt 701 20 245 20 150

(a) At June .30. 2014. S462 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 income tax credits. Historically, dividends paid by foreign subsidiaries have been limited to
distributions of the current year's earnings. See Note 5 to the Financial Statements in PPL's 2013 Form lO-K for additional information on
undistributed earnings of WPD.

Net cash provided by (used in) operating, investing and financing activities for the six-month periods ended June 30, and the
changes between periods were as follows.

PPL Energy
PPL Supply PPL Electric LKE LG&E KU

2014

Operating activities S 1.583 S 290 $ 148 S 516 $ 202 S 297
Investing activities (2.103) (403) (295) (501) (248) (305)
Rnancing activities 671 138 271 (27) 43 5

2013

Operating activities S 947 S 227 S 115 S 297 $ 186 S 190
Investing activities (1.834) (282) (455) (568) (226) (340)
Financing activities 710 (93) 224 251 31 139
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PPL

PPL Energj-
Supply PPL Eleclric

> 33

160

47

LKE LG&E KU

Change • Cash Provided (Used)
Operating activities
Investing activities
Financing activities

Operating Activities

636 $

(269)
(39)

63

(121)
231

219 $

67

(278)

16

(22)
12

The components of the change in cash provided by (used in) operating activities for the six months ended June 30, 2014
compared with 2013 were as follows.

107

35

(134)

PPL

PPL Encrgj'
Supply PPL Electric LKE LG&E KU

Change - Ca-shProvided (Used)
Net income S (273) S (10!) S 28 S 20 S 14 S 9

Non-cash components 2.34 (37) (46) 52 (5) 14

Working capital 300 58 (14) 31 (20) 5

I>:rincd bcncHi funding 250 74 69 116 34 58

Other operating activities 125 69 (4) (7) 21

Total S 636 $ 63 S 33 S 219 S 16 S 107

(PPL)

The increase in cash from changes in components of working capital was partially due to a decrease in customer and other
accounts receivable (primarily due to changes in customer rates and changes in income tax receivables) and a reduction in
collateral returned to counterparties.

(PPL Energy Supply)

The increase in cash from changes in components of working capital was primarily due to a decrease in prepayments
(primarily due to higher federal income tax payments in 2013) and a reduction in collateral returned to counterparties,
partially offset by an increase in net cash paid related to power options. The change in cash from other operating activities
was partially due to cash payments made in 2013 on PPL Montana's operating lease arrangement related to partial interests in
Units 1, 2 and 3 of the Colstrip coal-fired electric generating facility that was terminated in December 2013.

(PPL Electric)

The decrease in non-cash components of net income primarily consisted of deferred income tax benefits.

(LKE)

LKE's non-cash components of net income included a $54 million increase in deferred income taxes primarily due to
utilization of net operating losses. The increase in cash from changes in components of working capital was driven primarily
by the change in accounts receivable and unbilled revenues due to weather and higher rates, and lower fuel inventory due to
weather, offset by a decrease in accounts payable due to timing of fuel purchases.

(LG&E)

LG&E's increase in cash from changes in components of working capital was driven primarily by the change in accounts
receivable and unbilled revenues due to weather and higher rates, offset by a decrease in accounts payable due to timing of
fuel purchases.

(KU)

KU's non-cash components of net income included a $ 17 million increase in deferred income taxes primarily due to
utilization of net operating losses.
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Investing Activities

Expenditures for Property. Plant and Equipment

The primary use of cash within investing activities is expenditures for PP«feE. The change in these expenditures for the six
months ended June 30, 2014 compared with 2013 was as follows.

PFL Energy
Pl'L Supply PPL Electric LKE LG&E KU

(Increase) Decrease S (57) $ 65 S 15 S 23 $ (13) S 36

The increase in expenditures for PP&E for PPL was primarily due to higher project costs to enhance system reliability at
WPD and the changes in project expenditures at PPL Energy Supply, LG&E and KU. The decrease in expenditures at PPL
Energy Supply was partially due to expenditures made in 2013 for the Holiwood hydroelectric expansion project. The
increase in expenditures for LC&E was primarily due to environmental air projects at LC&E's Mill Creek plant and GLT
projects, partially offset by lower expenditures for the construction of Cane Run Unit 7. The decrease in expenditures for KU
was related to lower expenditures for the construction of Cane Run Unit 7 and environmental CCR projects at KU's Ghent
and E.W. Brown plants, partially offset by higher expenditures for environmental air projects at KU's Ghent and E.W. Brown
plants.

Other Significant Changes in Components of Investing Activities

For PPL and PPL Energy Supply, the change in investing activities for the six months ended June 30, 2014 compared with
2013 reflects increases of $234 million in restricted cash and cash equivalents. These changes were primarily related to
increased cash collateral requirements in 2014 of $257 million to support PPL Energy Supply's commodity hedging program
primarily due to higher forward prices. PPL Energy Supply borrowed under its short-term credit facilities to help fund these
increased collateral requirements.

For PPL Electric, the change in investing activities was primarily due to cash received for notes receivable from affiliates of
$150 million.

Financing Activities

The components of the change in cash provided by (used in) financing activities for the six months ended June 30, 2014
compared with 2013 was as follows.

PPL Encrg)'
PPL Supply PPL Electric LKE LG&E KU

Change - Cash Provided (Used)
l-ong-icriu dcbi issuanccs/rciircmcnis. net S (384) S 286

Stock issuances/redemptions, net 786

Dividends (44) (21) S (12) S (31)

Capital coniiHbutions/dislribulions. net $ 119 (110) S (179) (1) (26)

Change in short-term debt, net (4.56) 105 (10.5) (-52) 25 (77)

Other financing activities 59 7 (3) (47)

Total S (39) S 231 S 47 S (278) $ 12 $ (134)

For LKE, the change in Cither financing activities for the six months ended June 30, 2014 compared with 2013 was due to a
$47 million borrowing in 2013 included in notes payable with affiliates.

See Note 7 to the Financial Statements in this Form lO-Q for information on 2014 short and long-term debt activity, equity
transactions and dividends. See the Registrants' 2013 Form lO-K for information on 2013 activity.
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Credit Facilities

The Rcgistranis maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial
paper programs. Amounts borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At
June 30, 2014, the total committed borrowing capacity and the use of that capacity under these credit facilities was as
follows.

External (All Registrants)

PPL Capital Funding Credit Facilities
PPL Energy Supply Credit Facilities
PPL Electric Credit Facility

LKE Credit Facility
LG&E Credit Facility
KU Credit Facilities

Total LKE

Total U.S. Credit Facilities (a)

Total U.K. Credit Facilities (b)

Letters of

Credit

and

Committed Commercial Unu.sed

Capacity Borrowed Paper Issued Capacity

s 450 $ II s 439

3.1.10 $ 175 407 2..168

300 1 299

7.1 75

.100 70 430

.198 373 22.1

1.173 75 443 6.1.1

s .1.073 S 250

oc

s 3.961

£ 1.0.1.1 £ 97 £ 9.18

(a) The commitnKnts under the U.S. credit facilities are providedby a diverse bank group, with no one bank and its affiliates providingan aggregate
commitment of more than the following percentages of the total committed capacity: PPL - 10%. PPL Energy Supply - 10%. PPL Electric - 6%. LKE -
12%. LG&E - 6% and KU - 22%.

(b) The amount borrowedat June .10, 2014 was a USD-denominated borrowingof SI64 million. At June 30. 2014. the USDequivalent of unusedcapacity
under the U.K. committed credit facilities was SI.6 billion.

The commitnKnts under the U.K. credit facilities arc provided by a diverse bank group, with no one bank providing more than 13%of the total
committed capacity.

As a result of the proposed spinoff transaction, PPL Energy Supply is in the process of syndicating a $1.85 billion credit
facility which is currently fully committed. This syndicated credit facility will replace the existing $3 billion PPL Energy
Supply syndicated credit facility and will be effective upon closing of the spinoff transaction. See "Overview - Business
Strategy" and "Financial and Operational Developments - Other Financial and Operational Developments - Anticipated
Spinoff of PPL Energy Supply" above for additional information.

During the second quarter of 2014, PPL Energy Supply's corporate credit rating was lowered to below investment grade. At
June 30, 2014, the additional collateral posted as a result of the downgrade was $176 million. PPL Energy Supply primarily
issued letters of credit under its credit facilities noted above to post the required collateral. PPL Energy Supply continues to
have adequate access to the capital markets and adequate capacity under its credit facilities and does not expect a material
change in its financing costs as a result of the downgrade.

See Note 7 to the Financial Statements for further discussion of the Registrants' credit facilities.

Intercompany (All Registrants except PPL)

PPL Energy Supply Credit Facility
PPL Electric Credit Facility
LKE Credit Facility
LG&E Money Pool (a)
KU Money Pool (a)

Committed
Capacity

200

100

22.1

.100

500

liorrowcd

Unused

Capacity

200

100

22.1

.100

.100

(a) LG&E and KU participate in an intercompany money pool agreement whereby LKE. LG&E and/or KU make available fund.s up to S.100 million at an
intcrtai rate based on a market index of commercial paper issues.

See Note 11 to the Financial Statements for further discussion of intercompany credit facilities.
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Commercial Paper (All Registrants)

PPL Energy Supply, PPL Elcclric, LG&E and KU mainiain commercial paper programs lo provide an additional financing
source to fund their short-term liquidity needs, as necessary. Commercial paper issuances are supported by the respective
Registrant's Syndicated Credit Facility.

Outstanding commercial paper issuances are reflected in "Short-term debt"
available capacity and the use of that capacity was as follows:

on the Balance Sheets. At June 30, 2014, the

Capacitv

Commercial

Paper
Issuances

Unused

Capacitv

PPL tEncrgySupply
PPL Electric

S

.100

$ 149 S 601
300

LC&E

KU

oo

70

175

280

175

Total LKE 700 245 455

Total PPL S I.7.S0 $ 394 S L.3.56

Long-term Debt and Eouitv Securities (PPL and PPL Electric)

The long-term debt and equity securities activity through June 30, 2014 was:

Debt

ls.suanccs (a) KctircmcnLs

Net Stock

Lssuanccs

PPL

PPL Elcclric

S 296 S

296

239 S

10

1,017

Non-cash Tran-saclions:

PPL (b) S 7.S0 $ 750

(a) Issuances are net of pricing di.scoun[s. where applicable and exclude the impact of debt issuance costs.
(b) Represents the remarkcting of Junior Subordinated Notes that were issued as a component of PPL's 2011 Equity Units.

Common Stock Dividends (PPL)

In May 2014, PPL declared its quarterly common stock dividend, payable July 1, 2014, at 37.25 cents per share {equivalent
to $1.49 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

(All Registrants)

Moody's, S&P and Fitch periodically review the credit ratings on the debt of the Registrants and their 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 crediiworthincss associated with an issuer and particular
securities that it issues. The credit ratings of the Registrants and their subsidiaries arc based on information provided by the
Registrants and other sources. The ratings of Moody's, S&P and Filch are not a recommendation to buy, sell or hold any
securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or withdrawal by the agencies at
any lime and should be evaluated independently of each other and any other rating that may be assigned to the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of
borrowing under their credit facilities.

The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2014:
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(PPL)

In January 2014, Moody's affirmed iis ratings and revised its outlook to stable for PPL.

In March 2014, Moody's, S&P and Fitch assigned ratings of Baa3, BBB- and BBB, respectively, to PPL Capital Funding's
$350 million 3.95% Senior Notes due 2024 and $400 million 5.00% Senior Notes due 2044. Filch also assigned a stable
outlook to these notes.

In April 2014, Moody's affirmed its ratings with a stable outlook for PPL WEM, WPD (East Midlands), WPD (West
Midlands), PPL WW, WPD (South Wales) and WPD (South West).

In April 2014, Fitch affirmed its ratings with a stable outlook for PPL and PPL Capital Funding.

In June 2014, Moody's affirmed its ratings and revised its outlook to positive for PPL and PPL Capital Funding.

In June 2014, S&P affirmed its ratings for PPL, PPL Capital Funding, PPL WEM, WPD (East Midlands), WPD (West
Midlands), PPL WW, WPD (South Wales) and WPD (South West) and placed the issuers on CreditWatch with positive
implications.

In June 2014, Filch affirmed its ratings with a stable outlook for PPL and PPL Capital Funding.

(PPL and PPL Energy Supply)

In April 2014, Fitch affirmed its ratings with a negative outlook for PPL Energy Supply.

In May 2014, S&P lowered its long-term issuer rating and senior unsecured rating from BBB to BB+ and its commercial
paper rating and short-term issuer rating from A-2 to A-3 with a stable outlook for PPL Energy Supply.

In June 2014, Moody's lowered its senior unsecured fating from Baa2 to Bal and its commercial paper rating and short-term
issuer rating from P-2 to Not Prime with a negative outlook for PPL Energy Supply. Moody's also assigned a Corporate
Family Rating of Bal, a Probability of Default Rating of Bal-PD and a Speculative Grade Liquidity rating of SGL-1 to PPL
Energy Supply.

In June 2014, S&P lowered its long-term issuer rating and senior unsecured rating from BB+ to BB and its commercial paper
rating and short-term issuer rating from A-3 to B for PPL Energy Supply and placed the issuer on CreditWatch with negative
implications.

In June 2014, Fitch lowered its long-term issuer default rating and senior unsecured debt rating from BBB- to BB and its
commercial paper rating and short-term issuer default rating from F3 to B for PPL Energy Supply and placed the issuer on
Rating Watch Negative.

(PPL and PPL Eleclric)

In January 2014, Moody's upgraded its long-term issuer rating and senior unsecured rating from Baa2 to Baal and senior
secured rating from A3 to A2, affirmed its commercial paper rating and revised its outlook to stable for PPL Eleclric.

In April 2014, Fitch affirmed its ratings with a stable outlook for PPL Electric.

In June 2014, S&P affirmed its ratings for PPL Electric and placed the issuer on CreditWatch with positive implications.

In June 2014, Moody's, S&P, and Fitch assigned ratings of A2. A- and A-, respectively, to PPL Elcctric's $3(X) million
4.125% First Mortgage Bonds due 2044. Fitch also assigned a stable outlook to these notes.

(PPL. LKE, LC&EandKU)

In January 2014, Moody's affirmed its ratings and revised its outlook to stable for LKE.
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In January 2014, Moody's upgraded ils long-term issuer ratings and senior unsecured ratings from Baal to A3 and senior
secured ratings from A2 to AI, affirmed its commercial paper ratings and revised ils outlook to stable for LG&E and KU.

In February 2014, Moody's affirmed its ratings for KU's 2000 Series A Solid Waste Disposal Facility Revenue Bonds, KU's
2004 Series A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B Environmental Facilities

Revenue Refunding Bonds.

In April 2014, Fitch affirmed its ratings with a stable outlook for LKE, LG&E and KU.

In June 2014, S&P affirmed its ratings for LKE, LG&E and KU and placed the issuers on CreditWalch with positive
implications.

In June 2014, Moody's affirmed ils ratings and revised ils outlook to positive for LKE.

In June 2014, S&P affirmed its ratings for KU's 2000 Series A Solid Waste Disposal Facility Revenue Bonds, KU's 2004
Scries A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B Environmental Facilities

Revenue Refunding Bonds and placed them on CreditWatch with positive implications.

Ratings Trloaers

(All Regislranis except PPL Electric)

Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel,
commodity transportation and storage, interest rate and foreign currency instruments (for PPL), contain provisions that
require the posting of additional collateral or permit the counterparty to terminate the contract, if PPL's, PPL Energy
Supply's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, as applicable, 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 requirements for PPL, PPL Energy Supply, LKE and LG&E for derivative contracts in a net
liability position at June 30, 2014.

Capital Expenditures

(PPL)

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. In the
second quarter of 2014, PPL increased its projected capital spending for the period 2014 through 2018 related to distribution
facilities by approximately $0.3 billion from the previously disclosed $1.9 billion projection included in PPL's 2013
Form lO-K. The increased projected capital spending results from a change in the forecasted foreign currency exchange rate
for WPD expenditures that increased each yearly estimate by approximately $70 million.

(PPL, LKE. LG&E and KU)

LG&E and KU continue to evaluate their future capacity requirements with the possibility that reduced or delayed capacity
needs may result in adjustments to the timing of previously estimated capacity construction at KU's Green River generating
site. See Note 8 to the Financial Statements for additional information.

(All Registrants)

For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's
Discussion and Analysis of Financial Condition and Results of Operations," in the Registrants' 2013 Form 10-K.

Risk Management

Market Risk

(All Registrants)

Sec Notes 13 and 14 to the Financial Statements for information about the Registrants' 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.

Commodity Price Risk (Non-trading)

(PPL LKE, LC&E and KU)

LG&E's and KU's retail electric and natural gas rales and municipal wholesale electric 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. LG&E and KU sell excess economic
generation to maximize the value of the physical assets at limes when the assets are not required to serve LG&E's or KU's
customers. See Note 14 to the Financial Statements for additional information.

(PPL and PPL Electric)

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

(PPL and PPL Energy Supply)

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 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. 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 financial exchange-traded and over-the-counter contracts. PPL Energy Supply's
non-trading commodity derivative contracts range in maturity through 2019.

The following tables sets forth the changes in the net fair value of non-trading commodity derivative contracts for the periods
ended June 30. Sec Notes 13 and 14 to the Financial Statements for additional information.

Gains (Lossc-s)

Fair value of cpniracis outstanding at the beginning of the period
Contracts reali?i:d 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

Three Months Six Months

2014 2013 2014 2013

s (14!) S 229 S 107 S 473

(20) (100) 48.S (237)
19 37 3 46

(36) 119 (773) 3

s (178) $ 28.S S (178) S 285

(a) Represents the fair value of contracts at the end of the quarter of their inception.

ppll0q_6-l4_Final As Filed.docx 130



o

o

o

The following table segregates the net fair value of non-tradingcommodity derivative contracts at June 30, 2014, based on
the observability of the information used to determine the fair value.

Net Asset (Liability)

Maturity Maturity
Le.ss Than Maturity Maturity in Excess Total Fair

1 Year 1-3 Years 4-5 Years of 5 Years Value

Source of Fuir Value

Price.s housed on significant obsen-ablc inpul.s (Level 2) S (I.S9) S (12) S 8 $ 1 S (162)
PricCxS based on significam unobservable inputs (Lrvel .3) (21) 4 1 (16)
Fair value of contracts outstanding at the end of the period $ (180) S (8) S 9 $ 1 S (178)

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 capacityand energy or to accept the
delivery of fuel under its agreements, undercertaincircumstances it could be required to pay liquidating damages. These
damages would be based on the difference between the market priceand the contract price of thecommodity. Depending on
pricechanges in the wholesale energy markets, such damagescould be significant. Extreme weather conditions, unplanned
power plant outages, transmission disruptions, nonperformancc 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 Supplyattempts 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 nonperformancc in the future.

Commodity Price Risk (Trading)

PPL Energy Supply's trading commodity derivative contracts range in maturity through 2020. The following tablesets forth
changes in the net fair value of trading commodity derivative contracts for the periods ended June 30. See Notes 13 and 14 to
the Financial Statements for additional information.

Cain.s (I..os.^c.s)

Fair value of comracts outstanding at itic lx:ginning of the period
Contract.sn:alix.ccl 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

Three Months Six Month.s

2014 2013 2014 2013

S 31 S 15 S 11 S 29

(3) (3) (2)
(-•?) (4) (18) (16)
49 7 82 7

s 72 S 18 S 72 S 18

(a) Represents the fair value of contracts at the end of the quarter of their inception.

The following lable segregates the net fair value of trading commodity derivative contracts at June 30, 2014, based on the
observability of the information used to determine the fair value.

Net Asset (Liability)

Maturity Maturity
Lc.ss 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 significam observable inputs (Level 2) S (2) S (19) $ 3 S (18)
Prices based on significant unob.serN'ablc inputs (Level 3) 4 29 S 36 21 90

Fair value of contracts outstanding at the end of the period S 2 S 10 S 36 $ 24 S 72

VaR Models

A VaR model is utilized to measure commodity price risk in unregulated 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 Hve-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
six months ended June 30, 2014 was as follows.
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95% Confidence Level. Five-Day Holding Period
Period End

Average for the Period
High
Low

Trading VaR

9

9

10

Non-Trading
VaR

; 15

10

15

5

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 FTR positions was
insignificant at June 30, 2014.

Interest Rate Risk (All Registrants)

The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The
Registrants and their subsidiaries utilize various financial derivative instruments to adjust the mix of fixed and floating
interest rates in their debt portfolios, adjust the duration of their debt portfolios 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 the debt portfolios due to changes in the
absolute level of interest rates.

The following interest rate hedges were outstanding at June 30, 2014.

Exposure
Hedged

Fair Value,
Net - Asset

(Liuhililv) (a)

EfTcct of a

10% Adverse Maturities

Movement Ranging
in Rates (b) Through

Pl'L

Cash flow hedges
Interest rate swaps (c) S 475 S (II) S (15) 2026

Cross-currency swaps (d) 1.262 (48) (177) 2028

Economic hedges
Interest rate swaps (e) 179 (43) (.3) 2033

uiiu

Economic hedges
Inicresl rate swaps (e) 179 (43) (3) 2033

(a) Includes accrued inicresl. if applicable.
(b) Effects of adverse moveuKnis decrease assets or increase liabilities, as applicable, which could result in an asset ttecoming a liability. Sensitivities

represent a 10% adverse movement in interest rates, except for cross-currency swaps which also includes foreign currency exchange rates.
(c) Changes in the fair value of such cash flow hedges are recorded in equity or as regulatory assets or regulatory liabilities, if recoverable through

regulated rates and reclassified into earnings in the same period during which the item being hedged affects earnings.
(d) Cross-currency swaps are utilized to hedge the principal and interest payments of WPD's U.S. dollar-denominated senior notes. Changes in the fair

value of these instruments arc recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.
(e) Realized changes in the fair value of such economic hedges arc recoverable through regulated rates and any subsequent changes in fair value of these

derivatives are included in regulatory assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios.
The estimated impact of a 10% adverse movement in interest rates at June 30, 2014 is shown below.

Increase in interest

expense

Increase in fair value

of debt
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PPL

Not

Significant

PPL Energy
Supply

Not

Significant

768 $ 45

132

PPL

Electric

Not

Significant

LKE

Not

Significant

135 S 141

LG&E

Not

Significant

44

KU

Not

Significant

83



o

o

o

Foreign Currency Risk (PPL)

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 financial instruments to protect against foreign currency translation risk of expected earnings.

The following foreign currency hedges were outstanding at June 30, 2014.

EfTect of a

10%

Adverse

Movement

in Foreign
Fair Value, Currency Maturities

Expo.surc Net • As.scl Exchange Ranging
Hedged (Liability) Rates (a) Through

Net invcsimcni hedges (b) £ 306 $ (27) S (52) 2016
Economic hedges (c) 1.7.50 (147) (285) 2016

(a) Effects of adverse movements decre.ise assetsor increase liabilities, as applicable, which couldresult in an assetbecoming a liability.
(b) To protect the value of a portion of its net investment in WPD. PPLexecutes forward contracts to sellGBP. The positions outstanding exclude the

amount of intercompany loans classified as net investment hedges. Sec Note 14 to the Financial StateiiKnts for additional information.
(c) To economicallyhedge the translation of expectedearnings denominatedin GBP to U.S.dollars. PPLenters into a combinationof average rate

forwards and average rate options to sell GBP.

NOT Funds - Securities Price Risk (PPL and PPL Energy Supply)

In connection with certain NRC requirements, PPL Susquchanna maintains trust funds to fund certain costs of
decommissioning the PPL Susquehanna nuclear plant (Susquchanna). At June 30, 2014, 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 arc 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 June 30, 2014, a hypothetical 10?d increase in interest rates and
a 10% decrease in equity prices would have resulted in an estimated $70 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 (All Registrants)

See Notes 13 and 14 to the Financial Statements in this Form 10-Qand "Risk Management - Credit Risk" in the Registrants'
2013 Form 10-K for additional information.

Foreign Currency Translation (PPL)

The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a
foreign currency translation gain of $140 million for the six months ended June 30, 2014, which primarily reflected a $349
million increase to PP&E and goodwill offset by an increase of $209 million to net liabilities. Changes in this exchange rate
resulted in a foreign currency translation loss of $269 million for the six months ended June 30, 2013, which primarily
reflected a $714 million reduction to PP&E and goodwill offset by a reduction of $445 million to net liabilities. The impact
of foreign currency translation is recorded in AOCl.

Related Party Transactions (AllRegistrants)

The Registrants are not aware of any material ownership interests or operating responsibility by senior management in
outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with the
Registrants. See Note 11 to the Financial Statements for additional information on related party transactions for PPL Energy
Supply, PPL Electric, LKE, LC&E and KU.
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Acquisitions, Development and Divestitures

(All Regislranis)

The Registrants from time to lime evaluate opportunities for potential acquisitions, divestitures and development projects.
Development projects are rcexamincd 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.

(PPL and PPL Energy Supply)

Sec Note 8 to the Financial Statements for information on the anticipated spinoff of PPL Energy Supply.

Environmental Matters

(All Registrants)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Energy Supply's, LKE's,
LG&E's and KU'sair emissions, water discharges and the management of hazardous and solid waste, as well as other aspects
of the Registrants' businesses. The cost of compliance or alleged non-compliancecannot 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. Costs may take the form of increased capital expenditures or
operating and maintenance expenses, monetary fines, penalties or other restrictions. Many of these environmental law
considerations arc 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 the Registrants' services.

The following is a discussion of the more significant environmental matters. Sec Note 10 to the Financial Statements in this
Form lO-Q and "Item 1. Business - Environmental Matters" in the Registrants' 2013 Form lO-K for additional information on
environmental matters.

Climate Change

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, as applicable, to the Registrants' generation assets, electricity
transmission and delivery systems, as well as impacts on the Registrants' customers. In addition, changed weather patterns
could potentially reduce annual rainfall in areas where PPL, PPL Energy Supply, LKE, LG&E and KU have hydroelectric
generating facilities or where river water is used to cool their fossil and nuclear (as applicable) powered generators. The
Registrants cannot currently predict whether their businesses will experience these potential risks or estimate the cost of their
related consequences.

In June 2013, President Obama released his Climate Action Plan which reiterates the goal of reducing GHG emissions in the
U.S. through such actions as regulating power plant emissions, promoting increased use of rcnewables and clean energy
technology, and establishing tighter energy efficiency standards. Also, by Presidential Memorandum, the EPA was directed
to issue a revised proposal for new power plants (a prior proposal was issued in 2012) by September 20, 2013, with a final
rule to be issued in a timely fashion thereafter, and to issue proposed standards for existing power plants by June 1, 2014 with
a final rule by June 1, 2015. The EPA was further directed to require that states develop implementation plans for existing
plants by June 30, 2016.

The EPA's revised proposal for new sources was published in the Federal Register on January 8, 2014. The proposed limits
for coal plants can only be achieved through carbon capture and sequestration, a technology that is not presently
commercially viable and, therefore, effectively preclude the construction of new coal plants. The proposed standards for new
gas plants may also not be continuously achievable.
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The EPA's proposed regulation addressing GHG emissions from existing power plants was published in the Federal Register
on June 18, 2014, making the comment deadline October 16, 2014. The proposal contains very stringent, state-specific rate-
based reduction goals to be achieved in two phases (2020-2029 and 2030 and beyond). The EPA believes it has offered some
flexibility to the states as to how state plans can be crafted, including the option to demonstrate compliance on a mass basis
or through a multi-state collaboration, however, the EPA's proposed broad definition of the "best systerri of emission
reduction" (BSER) substantially limits this flexibility. PPL is analyzing the proposal and potential impacts in preparation for
submitting comments to the agency by the October 16, 2014 deadline. The regulation of GHG emissions from existing plants
could have a significant industry-wide impact depending on the structure and stringency of the final rule and state
implementation plans.

The Administration's increase in its estimate of the "social cost of carbon" (which is used to calculate benefits associated with
proposed regulations) from $23.80 to $38 per metric ton in 2015 may lead to more costly regulatory requirements. The
White House Office of Management and Budget opened this issue for public comment and PPL submitted comments.

Additionally, the Climate Action Plan requirements related to preparing the U.S. for the impacts of climate change could
affect PPL, PPL Electric, LKE, LG&E and KU and others in the industry as modifications to electricity delivery systems to
improve the ability to withstand major storms may be needed in order to meet those requirements.

Waters of the United States

On April 21, 2014, the EPA and the U.S. Army Corps of Engineers published a proposed rule which greatly expands the
Clean Water Act definition of Waters of the United Slates. Comments are due by October 20, 2014. If the definition is
expanded as proposed, permits and other regulatory requirements may be imposed for many matters presently not covered
(including vegetation management for transmission lines and activities affecting storm water conveyances and wetlands), the
implications of which could be significant. Both the U.S. House and Senate are considering legislation to block this
regulation.

(All Registrants except PPL Electric)

Coal Combustion Residuals (CCRs)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs (as either hazardous or
non-hazardous waste) under RCRA. Under a litigation settlement agreement involving certain environmental groups, the
EPA has agreed to issue its final rulemaking by December 2014. Regulations could impact handling, disposal and/or
beneficial use of CCRs. Recent ash spills that have occurred within the utility industry may precipitate more stringent
regulation of both active and legacy CCR sites. The financial and operational impact is expected to be material if CCRs arc
regulated as hazardous waste, and significant if regulated as non-hazardous.

In July 2013. the U.S. House of Representatives passed House Bill H.R. 2218, the Coal Residuals and Reuse Management
Act of 2013. which would preempt the EPA from issuing final CCR regulations and set rules governing slate programs. It
remains uncertain whether similar legislation would be passed by the U.S. Senate.

Effluent Limitation Guidelines (ELGs)

In June 2013. the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewaier permits. The proposed limitations are based on the EPA review of available treatment technologies and their
capacity for reducing pollutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well as new limits for scrubber wastewaier and landfill Icachate. The EPA's proposed ELG regulations also
contain some requirements that would affect the inspection and operation of CCR facilities, if finalized as proposed. The
proposal contains several alternative approaches, some of which could significantly impact PPL's, PPL Energy Supply's,
LKE's, LG&E's and KU's coal-fired plants. The final regulation is expected to be issued by September 2015, which is
contingent upon the EPA meeting its deadline for issuing the final CCR regulation. At the present time, 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. Pending finalization of the ELGs, certain states (including Pennsylvania and
Kentucky) and environmental groups are proposing more stringent technology-based limits in permit renewals. Depending
on the final limits imposed, the costs of compliance could be significant and costs could be imposed ahead of federal
timelines.

Clean Water Act/316fb)

On May 19, 2014, the EPA issued its final rule under 316(b) of the Clean Water Act. It will become effective upon
publication which is expected in July. The regulation applies to nearly all PPL-owned steam electric generation plants in
Pennsylvania, Kentucky, and Montana, even those equipped with closed-cycle cooling systems. The rule requires Best
Technology Available to reduce mortality of aquatic organisms that are pulled into the plant cooling water system
(enirainment), and imposes standards for reduction of mortality of aquatic organisms trapped on water intake screens
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(impingement). For some plants, studies required by the rule will be used to determine the proper technology for compliance.
FPL, PPL Energy Supply, LKE, LG&E and KU are evaluating compliance strategies but do not presently expect the
compliance costs to be material.

MATS

In February 2012, the EPA finalized MATS requiring fossil-fuel fired plants to reduce emissions of mercury and other
hazardous air pollutants by April 16, 2015. The rule, which was challenged by industry groups and states, was upheld by the
D.C. Circuit Court in April 2014. The EPA has subsequently proposed changes to the rule with respect to new sources to
address the concern that the rule effectively precludes construction of any new coal-fired plants. PPL, PPL Energy Supply,
LKE, LG&E and KU are generally well-positioned to comply with MATS, primarily due to recent investments in
environmental controls at PPL Energy Supply and approved ECR plans to install additional controls at some of LG&E's and
KU's Kentucky plants. Additionally, PPL Energy Supply is evaluating chemical additive systems for mercury control at
Brunner Island, and modifications to existing controls at Colsirip for improved paniculate matter reductions. In September
2012, PPL Energy Supply announced its intention to place its Coretie plant in long-term reserve status beginning in April
2015 due to expected market conditions and costs to comply with MATS. The Coreiie plant asset group was determined to
be impaired in December 2013. See "Application of Critical Accounting Policies - Asset Impairment (Excluding
Investments)" in PPL's and PPL Energy Supply's 2013 Form 10 K for additional information. Also, LG&E, KU and PPL
Energy Supply have received compliance extensions for certain plants in Kentucky and Pennsylvania and are considering
extension requests for additional plants.

LG&E's and KU's anticipated retirements of generating units at the Cane Run and Green River plants are in response to
MATS and other environmental regulations.

CSAPR and CAIR

In 2011, the EPA finalized its CSAPR regulating emissions of nitrogen oxide and sulfur dioxide through new allowance
trading programs which were to be implemented in two phases (2012 and 2014). Like its predecessor, the CAIR, CSAPR
targeted sources in the eastern U.S. In December 2011, the U.S. Court of Appeals for the District of Columbia Circuit (D.C.
Circuit Court) stayed implementation of CSAPR, leaving CAIR in place. Subsequently, in August 2012, the D.C. Circuit
Court vacated and remanded CSAPR back to the EPA for further rulemaking, again leaving CAIR in place in the interim. On
April 29, 2014, the U.S. Supreme Court reversed and remanded the D.C. Circuit Court's August 2012 decision which may
result in new or revised emission reduction requirements, including the possible replacement of the CAIR program with
CSAPR, depending on future determinations by the EPA and the courts. PPL, PPL Energy Supply, LKE, LG&E and KU do
not currently anticipate that the costs of meeting CSAPR requirements will be significant.

PPL, PPL Energy Supply, LKE, LG&E and KU plants in Pennsylvania and Kentucky will continue to comply with CAIR
through optimization of existing controls, balanced with emission allowance purchases.

Regional Haze

Under the EPA's regional haze programs (developed to eliminate man-made visibility degradation by 2064), stales arc
required to make reasonable progress every decade through the application, among other things, of Best Available Retrofit
Technology (BART) on power plants commissioned between 1962 and 1977. For the eastern U.S., the EPA had determined
that region-wide reductions under the CSAPR trading program could be utilized by state programs to satisfy BART
requirements for sulfur dioxide and nitrogen oxides. Although the August 2012 decision by the D.C. Circuit Court to vacate
and remand CSAPR has been reversed by the U.S. Supreme Court, future decisions by EPA and the courts will determine
whether power plants located in the eastern U.S., including PPL Energy Supply's plants in Pennsylvania and LG&E's and
KU's plants in Kentucky, will be subject to further reductions in those pollutants in accordance with BART requirements.

The EPA signed its final Federal Implementation Plan (FIP) of the Regional Haze Rules for Montana in September 2012,
with tighter emissions limits for PPL Energy Supply's Colsirip Units 1 & 2 based on the installation of new controls (no
limits or additional controls were specified for Colsirip Units 3 & 4), and tighter emission limits for the Corettc plant (which
are not based on additional controls). The cost of the potential additional controls for Colsirip Units I & 2, if required, could
be significant. PPL Energy Supply expects to meet the tighter permit limits at Corctte without any significant changes to
operations, although other requirements have led to the planned suspension of operations at Corctte beginning in April 2015
(see "MATS" discussion above). Both PPL and environmental groups have appealed the final FIP to the U.S. Court of
Appeals for the Ninth Circuit and oral arguments occurred in May 2014.
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National Ambient Air Quality Standards

In 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As a result, states in the ozone transport
region (OTR), including Pennsylvania, are required by the Clean Air Act to impose additional reductions in nitrogen oxide
emissions based upon reasonably available control technologies. The PADEP has issued a draft rule requiring reasonable
reductions. However, the proposal is being questioned as too lenient by the EPA, other OTR states and environmental
groups. The PADEP may impose more stringent emission limits than those set forth in the proposed rule which could have a
significant impact on PPL Energy Supply's Pennsylvania coal plants.

During 2010 and 2012, the EPA issued new ambient air standards for sulfur dioxide and particulatcs, respectively. In 2013,
the EPA preliminarily designated Jefferson County, Kentucky, as a partial non-attainment area for sulfur dioxide. Final
designations of non-attainment areas may occur in 2014. Existing environmental plans for LG&E's and KU's Kentucky
plants, including announced retirements of certain plants and ECR-approvcd new or upgraded scrubbers or baghouses at
other plants, may aid in achievement of eventual ambient air requirements. However, depending upon the specifics of final
non-attainment designations and consequent compliance plans, additional controls may be required, the financial impact of
which could be significant. Stales are working on designations for other areas according to the timeline outlined in the EPA's
Data Requirements Rule issued in April 2014.

New Accounting Guidance (All Regisiranis)

Sec Notes 2 and 19 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies (All Registrants)

Financial condition and results of operations arc impacted by the methods, assumptions and estimates used in the application
of critical accounting policies. The following table summarizes the accounting policies by Registrant that are particularly
important to an understanding of the reported financial condition or results of operations, and require management to make
estimates or other judgments of matters that are inherently uncertain. See "Item 7. Combined Management's Discussion and
Analysis of Financial Condition and Results of Operations" in the Registrants' 2013 Form 10-K for a discussion of each
critical accounting policy.

PPL PPL

PPL Hinerev Supplv Klectric LKE LG&ii: KU

I>;fincd Bcncfiis X X X X X X

1-oss Accruals X X X X X X

Income Taxes X X X X X X

Assei Inipairmenis (tixciuding Invcsimenis) X X X X X

AROs X X X X X

Price Risk Managemeni X X X X X

Regulatory A.<;sels and IJabilities X X X X X

Revenue Recognition - unbilled revenue X X X X
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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 lo "Risk Management" in "hem 2. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations."

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

The Registrants' principal executive officers and principal financial officers, based on their evaluation of the
Registrants' disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(c) of the Securities
Exchange Act of 1934) have concluded that, as of June 30, 2014, the Registrants' disclosure controls and procedures
are effective lo 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.

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.

PART II. OTHER INFORMATION

Item1. Legal Proceedings

For information regarding 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 2013 Form 10-K; and
• Notes 6 and 10 to the Financial Statements.

Item 1A. Risk Factors

PPL Corporation and PPL Energy Supply, LLC

The proposed spinoff of PPL Energy Supply and combination with RJS Power are contingent upon the
satisfaction of a number of conditions and may present difficulties that could have an adverse effect on
us.

The proposed spinoff of the business of PPL Energy Supply and the subsequent combination with RJS Power to form Talen
Energy are complex transactions, subject to various conditions, and may be affected by unantieipated developments or changes
in market conditions. We expect Talen Energy to file a registration statement with the SEC that will contain detailed information
regarding Talen Energy. Completion of the proposed spinoff of PPL Energy Supply and subsequent combination with RJS
Power will be contingent upon a number of factors, including that (i) PPL receives a favorable opinion of lax counsel as
described below; (ii) the SEC declares effective Talen Energy's registration statement relating to the registration of Talen
Energy common stock and no SEC slop order suspending effectiveness of the registration statement be in effect prior to the
PPL Energy Supply spinoff; (iii) the Talen Energy common slock be authorized for listing on the New York Stock
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Exchange; (iv) certain regulatory approvals, including approval by the NRC and the FERC, a Hart-Scott-Rodino review and
certain approvals by thePUC beobtained and (v) there beavailable, subject tocertain conditions, at least $I billion of undrawn
capacity afterexcluding any letters of credit or othercredit support measures posted inconnection with energy marketing and
trading transactions then outstanding, under a Talen Energy (or itssubsidiaries) revolving credit or similar facility. Thespinoff
and subsequent combination with RJS Power may be terminated by mutual written consent of the partiesor subject to certain
other circumstances, including the failure to complete these transactions by June 30, 2015 or, if the required regulatory
approvals have not been obtained at such time but the otherconditions to the consummation of these transactions have beenor
are capableof being satisfied, December 31, 2015. For these and other reasons, the spinoff and the subsequent combination
may not be completed on the terms or within the expected timeframe that we announced, if at all. Further, if the spinoff and
the subsequent combination are completed, such transactions may not achieve the intended results.

If the proposed spinoff of the business of PPL Energy Supply does not qualify as a tax-free spinoff under
Section 355 of the Internal Revenue Code of 1986, as amended (the "Code"), including as a result of
subsequent acquisitions of stock of PPL or Talen Energy, then PPL and/or its shareowners may be required
to pay substantial U.S. federal income taxes.

The proposed spinoff of the business of PPL Energy Supply and the subsequent combination with RJS Power are conditioned
upon PPL'sreceipt of an opinionof taxcounsel to theeffect that,amongother matters, thespinoff will qualifyas tax-free under
Section 355 of the Code to PPL and its shareowners for U.S. federal income tax purposes. Receipt of the opinion of tax counsel
will satisfy a condition to completion of the spinoff and subsequent combination. An opinion of tax counsel is not binding on
the IRS. Accordingly, the IRS may reachconclusions with respect to the spinoff that are different from the conclusions reached
in the opinion. PPL is not aware of any facts or circumstances that would cause the factual statements or representations on
which the opinion will be based to be materially different from the facts at the time of the spinoff. If, notwithstanding the
receipt of the opinion of tax counsel, the IRS were to determine the spinoff to be taxable, PPL would, and its shareowners may,
depending on their individual circumstances, recognize a lax liability that could be substantial.

In addition, the spinoff will be taxable to PPL pursuant to Section 355(e) of the Code if there is a 50% or more change in
ownership of either PPL or Talen Energy, directly or indirectly, as part of a plan or series of related transaciions that include
the spinoff. Because PPL's shareowners will collectively own more than 50% of Talen Energy's common stock following the
spinoff and subsequentcombination, thecombination alone will not cause the spinoff to be taxable to PPL under Section 355(e)
of the Code. However, Section 355(c) of the Code might apply if acquisitions of stock of PPL before or after the spinoff, or of
Talen Energy after the combination, are considered to be part of a plan or scries of related transactions that include ihc spinoff.
PPL is not aware of any such plan or scries of transactions that include the spinoff.

PPL may not be successful in realizing the full amount of annual savings anticipated to be available as a
result of the proposed spinoff of PPL Energy Supply.

In connection with the spinoff of PPL Energy Supply, and following any required transition services period, PPL is targeting
to reduce its annual corporate support costs by an estimated $185 million. This includes S110 million of corporate support
costs to be transferred to Talen Energy and $75 million from workforce reductions and other corporate cost savings. If for
any reason PPLcannot realize all or a significant portionof the $75 million corporatecost savings it could havean adverse
effect on PPL's results of operations, including PPL's ability to maintain or increase its dividend to shareowners.

PPL Electric Utilities Corporation, LG&E and KU Energy LLC, LouisvilleGas and Electric Company and Kentucky
Utilities Company

There have been no material changes in risk factors from thosedisclosed in "Item 1A. Risk Factors" of the 2013 Form 10-K.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

PPL Corporation

On July 31, 2014, the Board of Directors (Board) of PPLelected Rodney C. Adkins a directorof PPL,effective August 1,
2014, for a term expiring at PPL's Annual Meeting of Shareowners in 2015.

Mr. Adkins will retire from International Business Machines Corporation (IBM) at the end of 2014 after more than 33 years
of service for that company. Mr. Adkins is currentlyserving as Senior Vice President witha focus on special corporate
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projects and key client relationships. Until April 2014, Mr. Adkins served as Senior Vice President for Corporate Strategy
since 2013, leading continuous transformation and developing strategies and plans linked to a new era of computing, new
markets and new clients for IBM. Prior to that, since 2009, Mr. Adkins was Senior Vice President of IBM's Systems and
Technology Group (STG), and prior to that, since 2007, Mr. Adkins served as Senior Vice President of IBM's STG
development and manufacturing.

Mr. Adkins serves on the boards of United Parcel Service, Inc., W. W. Grainger, Inc., the national board of the Smithsonian
Institution and the board of directors of the National Action Council for Minorities in Engineering. The Board expects to
appoint Mr. Adkins as a member of the Board's Audit Committee in 2015. The Board has determined that Mr. Adkins
satisfies the requirements for "independence" as set forth in PPL's Independence Guidelines and the applicable rules of the
New York Slock Exchange. Mr. Adkins is 55 years old.

As a non-employee director, Mr. Adkins will receive the same compensation paid to other non-employee directors of PPL in
accordance with the policies and procedures previously approved by the Board for non-employee directors. There were no
arrangements or understandings pursuant to which Mr. Adkins was elected, nor are there any relationships or related
transactions between PPL and Mr. Adkins to be disclosed under applicable rules of the Securities and Exchange Commission.
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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 l2(b)-32 are incorporated herein by reference.
Exhibits indicated by a (_] are filed or listed pursuant to Item 60l(b)(10)(iii) of Regulation S-K.

2(a) - Separation Agreement among PPL Corporation, Talen Energy Holdings, Inc., Talcn Energy
Corporation, PPL Energy Supply, LLC, Raven Power Holdings LLC, C/R Energy Jade, LLCand
Sapphire Power Holdings LLC., dated as of June 9, 2014 (Exhibit 2.1 to PPL EnergySupply, LLC
Form 8-K Report (File No. 1-32944) dated June 12, 2014)

2(b) - Transaction Agreement among PPL Corporation, Talen Energy Holdings, Inc., Talen Energy
Corporation, PPL Energy Supply, LLC, Talen Energy Merger Sub, Inc., C/R Energy Jade, LLC,
Sapphire Power Holdings LLC. and Raven Power Holdings LLC, dated as of June 9, 2014 (Exhibit 2.2
to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12, 2014)

4(a) - Supplemental Indenture No. 16, dated as of June 1, 2014, of PPL Electric Utilities Corporation to The
Bank of New York Mellon, as Trustee (Exhibit 4(a) to PPL Electric Utilities Corporation Form 8-K
Report (File No. 1-905) dated June 5, 2014)

*L]10(a) - Amendment No. 5 to Executive Deferred Compensation Plan, dated as of May 8, 2014

10(b) - Employee Matters Agreement among PPL Corporation, Talcn Energy Corporation, C/R Energy Jade,
LLC, Sapphire Power Holdings LLC. and Raven Power Holdings LLC, dated as of June 9, 2014
(Exhibit 10.1 to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12,2014)

♦10(c) - First Amendment, dated as of July 22, 2014, to Amended and Restated Letter of Credit Issuance and
Reimbursement Agreement, dated as of August 30, 2013, by and between PPL Energy Supply, LLC
and Canadian Imperial Bank of Commerce, New York Agency

♦10(d) - $300,(XX),000 Revolving Credit Agreement, dated as of July 28, 2014, among PPL Capital Funding,
Inc., as the Borrower, PPL Corporation, as the Guarantor, the Lenders from time to time party thereto
and Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline
Lender

♦10(e) - $300,000,CKX) Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among
PPL Electric Utilities Corporation, as the Borrower, the Lenders from time to time thereto and Wells
Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender

♦10(0 - $400,000,000 Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among
Kentucky Utilities Company, as the Borrower, the Lenders from lime to time thereto and Wells Fargo
Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender

♦10(g) - $500,000,000 Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among
Louisville Gas and Electric Company, the Lenders from lime to time party thereto and Wells Fargo
Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender

♦10(h) - Amendment and Restatement Agreement, datedJuly 29,2014, between Western PowerDistribution (South
West)picand the bankspany thereto, as Bookrunners and Mandated Lead Arrangers, HSBC Bankpic and
Mizuho Bank, Ltd., as Joint Coordinators, and Mizuho Bank, Ltd., as Facility Agent, relating to the
£245,000,(K)0 Multicurrency Revolving CreditFacility Agreement originally datedJanuary 12,2012

♦IO(i) - Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution
(East Midlands) pic and the banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC
Bank pic and Mizuho Bank Ltd.. as Joint Coordinators, and Bank of America Merrill Lynch
International Limited, as Facility Agent, relating to the £300,000,(XX) Multicurrency Revolving Credit
Facility Agreement originally dated April 4, 2011

♦10(j) - Amendment and Restatement Agreement, dated July29, 2014, between Western Power Distribution
(West Midlands) pie and the banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC
Bank pic and Mizuho Bank Ltd., as Joint Coordinators, and Bank of America Merrill Lynch
International Limited, as Facility Agent, relating to the £300,000,(KX) Multicurrency Revolving Credit
Facility Agreement originally dated April 4, 2011

♦12(a) - PPL Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Chargesand
Preferred Stock Dividends

♦ 12(b) - PPL Energy Supply, LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges
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*12(c) - PPL Electric Uiiliiics 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(0 - Kentucky Utilities Company Computation of Ratio of Earnings to Fixed Charges

Certifications pursuant to Section 302 of the Sarbanes-Oxlev Act of 2002. for the Quarterly period ended June 30. 2014.

filed by the Ibllou'ing 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(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-Oxlev Act of 2002. for the quarterly period ended June 30. 2014.

furnished bv the following officers for the following companies:

*32(a) - PPL Corporation's principal executive officer and principal financial officer

*32(b) - 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(d) - 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(0 - Kentucky Utilities Company's principal executive officer and 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 - XBRL Taxonomy Extension Schema for PPL Corporation, PPL Energy Supply, LLC, PPL Electric
Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electrie 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

101.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

101.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 behalfby 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: July 31, 2014 /s/ Stephen K. Breininger
Stephen K. Breininger

Controller

(Principal Accounting Officer)

PPL Electric Utilities Corporation

(Registrant)

Date: July 31, 2014 /s/ Dennis A. Urban, Jr.
Dennis A. Urban, Jr.

Controller

(Principal Financial Officer and Principal
Accounting Officer)

LG&E and KU Energy LLC

(Registrant)

Louisville Gas and Electric Company

(Registrant)

Kentucky Utilities Company

(Registrant)

Date: July 31, 2014 /s/ Kent W. Blake
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Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal
Accounting Officer)
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PPL CORPORATION AND SUBSIDIARIES

Exhibit 12(a)

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
(Millions ofDollars}

6 Months

Ended

June 30, Years Ended December 31,
2014 2013 2012 2011 2010 2009

Earnings, as defined:
Ineome from Continuing Operations Before
Income Taxes (a) ,...$ 806 $ 1,309 $ 2,082 :S 2,201 ;5 1,239 ;S 538

Adjustment to reflect earnings from equity method
investments on a cash basis (b) 34 I 7 1

806 1,309 2,116 2,202 1,246 539

Total fixed charges as below 548 1,096 1,065 1,022 698 513

Less:

Capitalized interest 16 47 53 51 30 43

Preferred security distributions of subsidiaries
on a pre-tax basis 5 23 21 24

Interest expense and fixed charges related to
discontinued operations 3 12 15

Total fixed charges included in Income from
Continuing Operations Before Income Taxes 532 1,049 1,007 945 635 431

Total earnings ....$ U38 $ 2,358 $ 3,123 :$ 3,147 :$ 1,881 :$ 970

Fixed charges, as defined:
Interest charges (c) ....$ 541 $ 1,058 $ 1,019 :$ 955 :$ 637 :$ 446

Estimated interest component of operating rentals. 7 38 41 44 39 42

Preferred security distributions of subsidiaries
on a pre-tax basis 5 23 21 24

Fixed charges of majority-owned share of 50% or
less-owned persons 1 1

Total fixed charges (d) ....$ 548 $ 1,096 $ 1,065 :$ 1,022 $ 698 $ 513

Ratio of earnings to fixed charges 2.4 2.2 2.9 3.1 2.7 1.9

Ratio of earnings to combined fixed charges and
preferred stock dividends (e) 2.4 2.2 2.9 3.1 2.7 1.9

(a)

(b)
(c)
(d)
(c)

In Sepicmber 2013. PPL Montana executed a definitive agreement to sell certain hydroelectric generating facilities. The sale is not expected to
close before the fourth quaner of 2014, To facilitate the sale, in I>;cember 2013. PPL Montana terminated a lease agreement which resulted in a
S697 million charge. See Note 8 to the Financial Statements in PPL's 2013 Form 10-K for additional information.
Includes other-than-temporary iinpaimtent loss ofS25 million in 2012.
Includes interest on long-term and short-term debt, as well as amortization of debt discount. cxpcn.scand premium - net.
Interest on unrecognized tax benefits is not included in fixed charges.
PPL the parent holdingcompany,docs not have any preferredstock outstanding;therefore, the ratio of earnings to combined fixedcharges and
preferred stock dividends is the same as the ratio of earnings to fixed charges.
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Exhibil 12(b)
PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions of Dollars}

6 Months

Ended

June 30, Years Ended December 31,
2014 2013 2012 2011 2010 2009

Earnings, as defined:
Income (Loss) from Continuing Operations Before
Income Taxes (a) $ (105) $ (371) $ 738 $ 1,212 $ 881 $ (13)

Adjustments to reflect earnings from equity method
investments on a cash basis I 7 i

(105) (371) 738 1,213 888 (12)

Total fixed charges as below 82 226 238 259 426 364
Less:

Capitalized interest 11 36 47 47 33 44
Interest expense and fixed charges related to
discontinued operations 3 147 )02

Total fixed charges included in Income (Loss) from
Continuing Operations Before Income Taxes 71 [90 !9I 209 246 218

Total earnings $ (34) $ (181) $ 929 $ 1,422 $ 1,134 $ 206

Fixed charges, as defined:
Interest charges (b) $ 80 $ 207 $ 214 $ 223 $ 387 $ 321
Estimated interest component of operating rentals 2 19 24 36 38 42
Fixed charges of majority-owned share of 50% or
less-owned persons 1 )

Total fixed charges (c) $ 82 $ 226 $ 238 $ 259 $ 426 $ 364

Ratio of earnings to fixed charges (d) (0.4) (0.8) 3.9 5.5 2.7 0.6

(a)

(b)
(c)
(d)

In Scpicmtjcr 2013, PPL Monuina executed a definitive agreement tosell cenain hydroelectric generating faciliiies. The sale isnot expected to
close before thefourth quanerof 2014. To facilitate thesale,in Dccemtxir 2013. PPL Montana terminated a lease agreement which resulted ina
$697 million charge. SeeNote 8 to theFinancial Statements in PPL Energy Supply's 2013 Form 10-K foradditional information.
Includes interest on long-term and short-term debt, as well as amortization ofdelit di.scouni, expense and premium - net.
Interest on unrecognized tax benefits is not includedin fixedcharges.
For the six months ended June 30, 2014, there was less than one-to-one coverage. The atnount of the deficiency, orthe amount of fixed charges in
excess of earnings, was SI 16 million,

2013 earnings were lower asa result of the PPL Montana lease lenninaiion referred toin(a)above, which resulted in less than one-to-one coverage.
Theamount of thedeficiency, or theamount of fixed charges inexcess of earnings, was $407 million.

As a result of PPL Energy Supply's 2011 distribution of its interest in PPL Global to PPL Energy Funding andrelated rcclassificaiion of PPL
Global's operating results as Discontinued Operations, earnings for 2009 were lower, which resulted inless than one-to-one coverage. The amount
of thedeficiency, or theamount of fixed charges in excess of earnings, was$1.18 million.
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Exhibil 12(c)
PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
{Millions ofOollars)

6 Months

Ended

June 30, Years Ended December31,
2014 2013 2012 2011 2010 2009

Earnings, as defined;
Income Before Income Taxes $ 221 $ 317 S 204 $ 257 $ 192 $ 221

Total fixed charges as below 62 117 107 105 102 121

Total earnings $ 283 $ 434 $ 311 $ 362 $ 294 $ 342

Fixed charges, as defined:
Interest charges (a) $ 60 $ 113 $ 104 $ 102 $ 101 $ 120
Estimated interest component of operating rentals 2 4 3 3 1 I

Total fixed charges (b) $ « $ 117 $ 107 $ 105 $ 102 $ 121

Ratio of earnings to fixed charges 4^ 3.7 2.9 3.4 2.9 2.8

Preferred stock dividend requirements on a pre-tax
basis $ 6 $ 2! $ 23 $ 28

Fixed charges, as above $ 62 $ 117 107 105 102 121
Total fixed charges and preferred slock dividends $ 62 $ 117$ 113 $ 126 $ 125 $ 149

Ratio of earnings to combined fixed charges and
preferred stock dividends 4.6 T7 Z8 2^9 2^4 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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LG&E AND KU ENERGY LLC AND SUBSIDIARIES
Exhibit 12(d)

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars)

Successor (a)

Earnings, as defined:
Income from Continuing Operations
Before Income Taxes

Adjustment to reflect earnings from
equity method investments on a cash
basis (c)

Loss on impairment of goodwill
Mark to market impact of derivative
instruments

Total fixed charges as below

Total earnings

Fixed charges, as defined:
Interest charges (d) (e)
Estimated interest component of
operating rentals

Estimated discontinued operations
interest component of rental expense

Total fixed charges

Ratio of earnings to fixed charges

Predecessor (b)

6 Months

Ended

June 30,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10

Months

Ended

Oct. 31,
2010

Year

Ended

Dec. 31,
2009

$ 290 $ 551 S 331 $ 419 $ 70 $ 300 $ (1,235)

33 (1)

2

(4)

(20)

11

1,493

(19)
290 551 364 418 72 276 250

86 151 157 153 25 158 186

$ 376 $ 702 $ 521 B 571 S 97 $ 434 S 436

$ 83 $ 145 $ 151 .£ 147 $ 24 $ 153 B 176

3 6 6 6 1 5 5

5

$ 86 5 151 $ 157 :E 153 $ 25 $ 158 B 186

4.4 4.6 3.3 3.7 3.9 2.7 2.3

(a) Post-acquisition activity coveinng the timeperiod afterOctober 31. 2010.
(b) Pre-acqui.siiion activity covering the timeperiod priorto November I. 2010.
(c) Includes oiher-ihan-temporary impaimient loss of S2.^ million in 2012.
(d) Includes interest on long-ierm and shon-term debt, as well asamortization ofdebt discount, expense and premium - net.
(e) Includes a creditforamortization of a fair market value adjustment ofS7 million in 2013.
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LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars}

Successor (a)

Exhibit 12(c)

Predecessor (b)

6 Months

Ended

June 30,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10

Months

Ended

Oct. 31,
2010

Year

Ended

Dec. 31,
2009

Earnings, as defined:
Income Before Income Taxes

Mark to market impact of derivative
instruments

$ 138 $ 257 $ 192 $ 195 $ 29

1

$ 167

(20)

$ 142

(20)
138 257 192 195 30 147 122

Total fixed charges as below 25 36 44 46 8 40 46

Total earnings $ 163 $ 293 $ 236 $ 241 $ 38 $ 187 $ 168

Fixed charges, as defined:
Interest charges (c) (d)
Estimated interest component of
operating rentals

$ 24

1

$ 34

2

$ 42

2

$ 44

2

$ 8 $ 38

2

$ 44

2

Total fixed charges $ 25 $ 36 $ 44 $ 46 $ 8 $ 40 $ 46

Ralio of earnings fixed charges 6.5 8.1 5.4 5.2 4.8 4.7 3.7

(a) Posl-acquisilion aciiviiy covering the lime period after October 31. 2010.
(b) Prc-acquisition activitycovering the time period prior to November I. 2010.
(c) Includes interest on long-ienn and shon-tcrm debt,as well as amortization of debtdiscount, expense and premium - net.
(d) Includes a credit for amortization of a fair market value adjustnient of S7 million in 2013.
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KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions of Dollars)

Successor (a)

Exhibit 12(0

Predecessor (b)

6 Months

Ended

June 30,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10

Months

Ended

Oct. 31,
2010

Year

Ended

Dec. 31,
2009

Earnings, as defined:
Income Before Income Taxes

Adjusimcni lo reflect earnings from
equity method investments on a cash
basis (c)

Mark to market impact of derivative
instruments

$ 189 $ 360 $ 215

33

$ 282

(1)

$ 55 $ 218

(4)

$ 200

11

1

189 360 248 281 55 214 212

Total fixed charges as below 41 73 72 73 11 71 79

Total earnings $ 230 $ 433 $ 320 $ 354 $ 66 $ 285 $ 291

Fixed charges, as defined:
Interest charges (d)
Estimated interest component of
operating rentals

$ 39

2

$ 70

3

$ 69

3

$ 70

3

$ 10

1

$ 69

2

$ 76

3

Tola! fixed charges $ 41 $ 73 $ 72 $ 73 $ II $ 71 $ 79

Ratio of earnings to fixed charges 5.6 5.9 4.4 4.8 6.0 4.0 3.7

(a) Posi-acquisilion activity covering the linic period after October 31. 2010.
(b) Pre-acquisition activitycovering the time period prior to November1. 2010.
(c) Includes other-than-icmporary impaimicnt loss of S2.'5 million in 2012.
(d) Includes interest on long-term and shon-ierm debt,as well as amortization of debtdiscount, expense and premium - net.
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Exhibit 31(a)

CERTIFICATION

, WILLIAM H. SPENCE, ceriify ihai:

I have reviewed this quarterly report on Form lO-Q of PFL Corporation (the "registrant");

o

o

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(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which arc 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: July 31, 2014 /s/ William H. Spence
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William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
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Exhibit 31(b)

CERTIFICATION

, VINCENT SORGI, certify that:

1have reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

o

o

2. Based on my knowledge, this report docs 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 arc responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e)and 15d-15(c))and internalcontrol over financial reporting (as
defined in Exchange Act Rules 13a-15(f)and 15d-15(0) for the registrant and have:

a. Designed such disclosure controlsand procedures, or caused such disclosure controlsand 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, particularlyduring the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: July 31, 2014 /s/ Vincent Sorgi
Vincent Sorgi
Senior Vice President and Chief Financial Officer

(Principal Financial Officer)
PPL Corporation
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Exhibit 31(c)

CERTIFICATION

I, PAUL A. FARR, certify that:

1. I have reviewed this quarterly report on Form 10-Q of PFL Energy Supply, LLC (the "registrant");

2. Based on myknowledge, this report docs not contain any untrue statement of a material fact or omit to statea material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to theperiod 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 ofoperations 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(c)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(0 and 15d-15(0) 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, orcaused 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 theeffectiveness of thedisclosure controls and procedures, as of theend of theperiod 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
theregistrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in thecaseof 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 theregistrant's auditors and theaudit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in thedesign 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 otheremployees whohavea significant role in
the registrant's internal control over financial reporting.

Date: July 31,2014 /s/ Paul A. Farr
Paul A. Fan-

President

(Principal Executive Officer)
PPL Energy Supply, LLC
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Exhibit 31(d)

CERTIFICATION

I, VINCENT SORGI, certify that:

1. I have reviewed this quarterly report on Form lO-Q ofFPL Energy Supply, LLC (the "registrant"):

2. Based on myknowledge, this report does not contain any untrue statement of a material fact or omit to statea material
fact necessary to make the statements made, in light ofthe 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 ofoperations and cash flows ofthe registrant as of, and
for, the periodspresented 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(c) and 15d-15(e)) and internal control over financial reporting
(asdefined in Exchange Act Rules 13a-15(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused 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 (inancial 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 ofthe 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 ofan annual report) that
has materially affected, or is reasonably likely to materially affect, theregistrant'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 ofdirectors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in thedesign or operation of internal control over financial
reporting which are reasonably likely toadversely affect the registrant's ability to record, process, summari'/x and
report financial information; and

b. Any fraud, whether ornot material, that involves management orother employees who have a significant role in
the registrant's internal control over financial reporting.

Date: July 31, 2014 /s/ Vincent Sorgi
Vincent Sorgi
Senior Vice President

(Principal Financial Officer)
PPL Energy Supply, LLC
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Exhibit 31(c)

CERTIFICATION

o
I, GREGORY N. DUDKIN,certify that;

I. I have reviewed this quarterly report on Form lO-Qof PPL Electric Utilities Corporation (the "registrant");

o

o

2.

3.

4.

5.

Based on my knowledge, this reportdoes not contain any untruestatement of a material fact or omit to slate 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 theperiod covered by this report;

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 ofoperations and cash flows of the registrant as of, and
for, the periods presented in this report;

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 delmed in Exchange Act Rules 13a-15(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused 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, orcaused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability offinancial 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 elfectiveness of the disclosure controls and procedures, asof 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 ofan 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 1 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 ofdirectors (or
persons performing the equivalent functions):

a.

b.

All significant deficiencies and material weaknesses in thedesign or operation of internal control over financial
reporting which arc reasonably likely toadversely affect the registrant's ability to record, process, summarize and
report financial information; and

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: July 31, 2014 /s/ Gregory N. Dudkin

ppltOq_6-14_tMnal As t^led.doc.x

Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(0

CERTIFICATION

I, DENNIS A. URBAN, JR., certify that:

2.

3.

4.

5.

I have reviewed this quarterly report on Form lO-Q ofPPL Electric Utilities Corporation (the "registrant");

Based on my knowledge, this report docs not contain any untrue statement ofa material fact or omit tostate a material
fact necessary to make the statements made, in light ofthe circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

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 ofoperations and cash flows ofthe registrant as of, and
for, the periods presented in this report;

The registrant s other certifying officer and Iare 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(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused 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 ofthe registrant sdisclosure controls and procedures and presented in this report our
conclusions about the effectiveness ofthe disclosure controls and procedures, as ofthe end ofthe 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 ofan 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 othercertifying 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 ofdirectors (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 orother employees who have asignificant role in
the registrant's internal control over financial reporting.

Date: July 31, 2014 /s/ Dennis A. Urban, Jr.

ppll0q_6-l4_Final As RIed.docx

Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal Accounting
Officer)
PPL Electric Utilities Corporation
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Exhibit 31(g)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1. 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 tostate 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 ofoperations 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- i5(c) and 15d- 15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and I5d-I5(0) for theregistrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures to be designed
under our supervision, toensure that material information relating to the registrant, including itsconsolidated
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, orcaused 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, asof 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 (orpersons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in thedesign or operation of internal control over financial
reporting which arc 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 otheremployees who have a significant role in the
registrant's internal control over financial reporting.

Date: July3l,20l4 /s/ Victor A. Slaffieri
Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)
LG&E and KU Energy LLC

ppll0q_6-14_Final As Rlcd.docx 157



o

o

o

Exhibit 31(h)

CERTIFICATION

I, KENTW. BLAKE, certify that:

1. I have reviewed this quarterly report on Form 10-Q ofLG&E and KU Energy LLC (the "registrant");

2. Based on myknowledge, this report does not contain any untrue statement of a material fact or omit to statea 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 ofoperations and cash flows of the registrant asof, and for, the
periods presented in this report;

4. The registrant's other certifying officer and 1are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(c)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and I5d-I5(0) for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures to be designed
under oursupervision, toensure thai 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, orcaused 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 ofdirectors (orpersons
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 otheremployees who have a significant role in the
registrant's internal control over financial reporting.

Date: July 31, 2014 /s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)
LG&E and KU Energy LLC
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Exhibit 3I(i)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1. I have reviewed ihis quarterly report on Form 10-Q ofLouisville 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 statea 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 ofoperations 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 arc responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(c)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and I5d-i5(0) for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures to be designed
under our supervision, toensure 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, orcaused 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 ellectiveness of the disclosure controls and procedures, as ofthe 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 1 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 ofdirectors (orpersons
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 toadversely 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: July 31, 2014 /s/ Victor A. Staffieri

Victor 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

I, KENT W. BLAKE, certify that:

1. I have reviewed this quarterly report on Form 10-Q ofLouisville Gas and Electric Company (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement ofa material fact oromit to state a material
fact necessary to make the statements made, in light ofthe 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 ofoperations and cash flows ofthe registrant as of, and for, the
periods presented in this report;

4. The registrant sother 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(c)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and I5d-I5(0) 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 offinancial reporting and
the preparation offinancial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness ofthe registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness ofthe disclosure controls and procedures, as ofthe end ofthe 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 ofan 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 othercertifying officer and 1have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee ofthe registrant's board ofdirectors (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 orother employees who have a significant role in the
registrant's internal control over financial reporting.

Date: July 31, 2014 /s/ 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:

1. ! have reviewed this quarterly report on Form 10-Q ofKentucky Utilities Company (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit tostate a material
fact necessary to make the statements made, in light ofthe 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 ofoperations and cash flows ofthe registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and 1are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a- 15(c) and I5d-I5(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) 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, orcaused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability offinancial reporting and
the preparation offinancial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness ofthe registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness ofthe disclosure controls and procedures, as ofthe end ofthe 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 ofan 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 ofthe registrant's board ofdircctors (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 toadversely 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: July 31, 2014 /s/ 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

I, KENTW, BLAKE, certify that:

1. Ihave reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2. Based on my knowledge, this report does not contain any untrue slalemenl ofa material fact oromit 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 ofoperations and cash flows ofthe registrant as of, and for, the
periods presented in this report;

4. The registrant sother certifying officer and 1are 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(1) and 15d-15(0) 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 sdisclosure 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 alfected, 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 onour 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: July 31, 2014 /s/ 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 10-Q FOR THE QUARTER ENDED JUNE 30,2014

In connection with the quarterly report on Form 10-Q ofPPL Corporation (the "Company") for the quarter ended
June 30, 2014, 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 Vincent Sorgi, the Principal Financial Officer of the
Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act of2002,
hereby certify that:

• The Covered Report fully complies with the requirements ofSection 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 theCompany.

Dale: July 31, 2014 /s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

/s/ Vincent Sorgi
Vincent Sorgi
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)
PPL Corporation

Asigned 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 ENERGY SUPPLY, LLC'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2014

In connection with the quarterly report on Form lO-Q of PPL Energy Supply, LLC (the "Company") for the quarter
ended June 30, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we
Paul A. Parr, the Principal Executive Officer of the Company, and Vincent Sorgi, 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 ofSection 13(a) or 15(d) ofthe 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: July 31, 2014 /s/ Paul A. Fan-
Paul A. Farr

President

(Principal Executive Officer)
PPL Energy Supply, LLC

/s/ Vincent Sorgi
Vincent Sorgi
Senior Vice President

(Principal Financial Officer)
PPL Energy Supply, LLC

Asigned 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 ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2014

In conncciion with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the
quarter ended June 30, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Gregory N. Dudkin, the Principal Executive Officer ofthe Company, and Dennis A. Urban, Jr., the Principal
Financial Officer and Principal Accounting Officer ofthe Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant
toSection 906 of the Sarbanes-Oxicy 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 theCompany.

Date: July 31,2014 /s/ Gregory N. Dudkin
Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation

/s/ Dennis A. Urban, Jr.
Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal Accounting Officer)
PPL Electric Utilities Corporation

Asigned original ofthis 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 OFTHE SARBANES-OXLEY ACT OF2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30. 2014

In connection with the quarterly report on Form 10-Q ofLG&E and KU Energy LLC (the "Company") for the
quarter ended June 30, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Victor A. Slaffieri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial
Officer ofthe Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxlev Act
of 2002, hereby certify that:

• The Covered Report fully complies with the requirements ofSection 13(a) or 15(d) ofthe 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: July 31, 2014 /s/ Victor A. Stafficri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy LLC

Asigned original ofthis written statement required by Section 906 has been provided to the Company and will be
retained by the Company and lurnished to the Securities and Exchange Commission or its staff upon request.

ppll0q_6-14_Final As RIcd.doc.x | 66



o

o

o

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 LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30

2014

In connection with the quarterly report on Form 10-Q ofLouisville Gas and Electric Company (the "Company") for
the quarter ended June 30, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Victor A. Slaffieri, the Principal Executive OfHcer of the Company, and Kent W. Blake, the Principal Financial
Officer ofthe Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 ofthe Sarbanes-Oxley Act
of 2002, hereby certify that;

• The Covered Report fully complies with the requirements ofSection 13(a) or i5(d) ofthe 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 theCompany.

Date: July 31, 2014 /s/ Victor A. StafHeri
Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company

Asigned original ofthis 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(0
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. 2014

In connection with the quarterly report on Form lO-Q of Kentucky Utilities Company (the "Company") for the
quarter ended June 30, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we. Victor A. Stafficri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial
Olficer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2(X)2, hereby certify that:

• The Covered Report fully complies with the requirements ofSection 13(a) or 15(d) ofthe 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: July 31, 2014 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company

Asigned original ofthis 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 10-0

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for ihc quaricrly period ended Sepicmber 30, 2014

OR

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

Commission File

Number

l-11459

Registrant; Slate of Incorporation;
Address and Telephone Number

PPL Corporation
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street

Allenlown, PA 18101-1179
(610) 774-5151

PPL Energy Supply, LLC
(Exact name of Registrant as specified in its charter)
(Delaware)
Two North Ninth Street

Allentown, PA I8I0I-1179
(610) 774-5151

PPL Electric Utilities Corporation
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street

Allentown, PA I8I0I-1179

(610) 774-5151

LC&E and KU Energy LLC
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street

Louisville, KY 40202-1377
(502) 627-2000

Louisville Gas and Electric Company
(Exact name of Registrant as specified in its charter)
(Keniueky)
220 West Main Street

Louisville, KY 40202-1377
(502) 627-2000

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000

IRS Employer
Identification No.

23-2758192

1-32944 23-3074920

1-905 23-0959590

333-173665 20-0523163

1-2893 61-0264150

1-3464 61-0247570
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Indicate by check mark whether the registrants (I) have filed all reports required to be filed by Section 13 or 15(d)of the
Securities Exchange Actof 1934 during the preceding 12 months (or for such shorter period that the registrants were required
to filesuch 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

Yes JL
Yes JL
Yes JL
Yes X

Yes JL
Yes X

No

No

No

No

No

No

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

PPL Corporation
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 arc large accelerated filers, accelerated filers, non-accelerated filers, or a
smallerreporting company. See thedefinitions of "largeaccelerated filer," "accelerated filer" and "smallerreporting
company" in Rule l2b-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

Large accelerated
filer

X I

[ ]

Yes X No
Yes X No

Yes X No
Yes X No

Yes X No
Yes X No

Accelerated

filer

[

Non-accelerated
filer

I ]
[X]
(X]
(X]
IX|
fXl

Smaller reporting
company

Indicate by check mark whether the registrants are shell companies (as defined in Rule l2b-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

Yes

Yes
Yes

Yes

Yes

Yes

NoX
NoX
NoX
NoX
NoX
No X

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

PPL Corporation

PPL Energy Supply, LLC

PPL Electric Utilities Corporation

LG&E and KU Energy LLC

Louisville Gas and Electric Cotnpany

Kentucky Utilities Company

Common stock, SO.OI par value, 665,072,010 shares outstanding at
October 31, 2014.

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 October 31, 2014.

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 October 31, 2014.

Common stock, no par value, 37,817,878 shares outstanding and all held by
LG&E and KU Energy LLC at October 31, 2014.

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

PPL ENERGY SUPPLY, LLC
PPL ELECTRIC UTILITIES CORPORATION

LG&E AND KU ENERGY LLC

LOUISVILLE GAS AND ELECTRIC COMPANY

KENTUCKY UTILITIES COMPANY

FORM lO-Q
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Thiscombined Form lO-Q is separately filed by the following Registrants in theirindividual capacity: PPLCorporation, PPL
Energy Supply, LLC, PPLElectric 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 itsown behalf, and no Registrant makes any representation as to information relating to any otherRegistrant, except
that information under "Forward-Looking Information" relating to subsidiaries of PPL Corporation is also attributed to PPL
Corporation and information relating to the subsidiaries of LG&Eand KU Energy LLC is also attributed to LG&E and KU
Energy LLC.

Unless otherwise specified, references in this Report, individually, to PPLCorporation, PPL Energy Supply, LLC, PPLElectric
Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company arc
references to such entities directlyor to one or moreof their subsidiaries, as thecase may be, the financial resultsof which
subsidiaries are consolidated into such Registrants in accordance withGAAP. This presentation has been applied where
identification of particularsubsidiaries is not material to the matterbeingdisclosed, and to conform narrative disclosures to the
presentation of financial information on a consolidated basis.
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PPL Corporation and its subsidiaries

KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission,
distribution and sale of electricity, primarily in Kentucky.

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.

LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.

LKS • LG&E and KU Services Company, a subsidiary of LKE that provides services to LKE and its subsidiaries.

PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital 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 financing subsidiary of PPL that provides financing 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 engaged in the regulated transmission
and distribution of electricity in its Pennsylvania service area and that provides electricity supply to its 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 and other subsidiaries.

PPL EnergyPlus - PPL EnefgyPlus, 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.

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 through its subsidiaries, owns and
operates WPD, PPL's regulated electricity distribution businesses in the U.K.

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 to PPL and its subsidiaries.

PPL Susquehanna - PPL Susquchanna, LLC, a subsidiary of PPL Generation that owns a nuclear-powered generating
station.

PPL WEM- PPL WEM Holdings Limited, an indirect U.K. subsidiary of PPL Global.

PPL WW- PPL WW Holdings Limited, an indirect U.K. subsidiary of PPL Global.

Reglstrant(s) • refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the
"Registrants").

Subsidiary Reglstrant(s) - Registrants that arc direct or indirect wholly owned subsidiaries of PPL: PPL Energy Supply,
PPL Electric, LKE, LG&E and KU.
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WPD • refers lo PPL WW and PPL WEM and their subsidiaries.

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

WPD Midlands • refers to WPD (East Midlands) and WPD (West Midlands), collectively.

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

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

WPD (West Midlands) • Western Power Distribution (West Midlands) pic, a British regional electricity distribution utility
company.

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

Other terms and abbreviations

£ - British pound sterling.

2010 Equity Unit(s)- a PPLequity unit, issued in June 2010, consisting of a 2010 Purchase Contract and, initially, a 5.0%
undivided benellcial ownership interest in $l ,000 principal amount of PPLCapital Funding 4.625%Junior Subordinated
Notes due 2018.

2010 Purchase Contract(s) • a contract that is a component of a 2010 Equity Unit requiring holders to purchase shares of
PPL common stock on or prior to July 1, 2013.

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 PPLCapital Funding 4.32% JuniorSubordinated
Notes due 2019.

2011 Purchase Contract(s) • a contract that is a component of a 2011 Equity Unit requiring holders to purchase shares of
PPL common stock on or prior to May 1, 2014.

2013 Form 10-K- Annual Report to the SEC on Form 10-K for the year ended December 31, 2013.

Act 11-Acl 11 of 2012 that became effectiveon April 16,2012. The Pennsylvania legislation authorizes the PUCto
approve two specific ratemaking mechanisms: the use ofa fully projected future test year in base rate proceedings and,
subject to certain conditions, a DSIC.

Act 129- Acl 129 of 2008 that 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 changes to the AEPS.

AEPS • Alternative Energy Portfolio Standard.

AFUDC- Allowance for Funds Used During Construction, thecostof equity anddebt funds used to finance construction
projects of regulated businesses, which is capitalized as partof construction costs.

AOCI- accumulated other comprehensive income or loss.

ARC - asset retirement obligation.

Baseload generation - includes the output provided by PPL's nuclear, coal, hydroelectric and qualifying facilities.
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Basis • when used in the context of derivatives and commodity trading, the commodity price differential between two
locations, products or lime periods.

CAIR - the EPA's Clean Air Interstate Rule.

Cane Run Unit 7- a natural gascombined-cycle unit under construction in Kentucky, jointlyowned by LG&E and KU,
which isexpected to provide additional electric generating capacity of 640 MW (141 MW and 499 MW to LG&E and KU) in
2015.

CCft- Coal Combustion Residuals. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.

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

COBRA ' Consolidated Omnibus Budget Reconciliation Act, which provides individuals the option to temporarily continue
employer group health insurance coverage after termination of employment.

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 certain plant, equipment, property or
facility for the furnishing of utility service to the public.

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.

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

DNO • Distribution Network Operator.

DOJ • U.S. Department of Justice.

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

DPCR5 • Distribution Price Control Review 5, the U.K. five-year rate review period applicable to WPD that commenced
April 1,2010.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.

DSIC - the Distribution System Improvement Chargeauthorized underAct 11, which is an alternative ratemaking
mechanism providing more-timely cost recovery of qualifying distribution system capital expenditures.

DSM • Demand Side Management. Pursuant to Kentucky Revised Statute278.285, the KPSC may determine the
reasonableness of DSM plans proposed by any utility under itsjurisdiction. Proposed DSM mechanisms may seek full
recovery of costs and revenues lost by implementing DSM programs and/or incentives designed to provide financial rewards
to the utility for implementing cost-effective DSM programs. The cost of such programs shall be assigned only to the class
or classes of customers which benefit from the programs.

ECR • Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled
to the current recovery of costs of complyingwith the Clean Air Act, as amended, and those federal, state or local
environmental requirements that apply to coalcombustion wastes and by-products from the production of energy from coal.

EEI• Electric Energy, Inc., owns and operates a coal-fired plant anda natural gas facility insouthern Illinois. KU's 20%
ownership interest in EEI is accounted for as an equity method investment.

EPA - Environmental Protection Agency, a U.S. government agency.

pptl0q_9-14 Final asRIed.docx Confidcnlial iv



DRAFT

O

o

o

EPS - earnings per share.

Equity Units - referscollcciivcly lo ihc 2011 and 2010 Equity Units.

ERCOT- the Electric Reliability Council of Texas,operatorof the electricity transmission network and electricity energy
market in mo.st of Texas.

ESOP- Employee Stock Ownership Plan.

FERC- Federal Energy Regulatory Commission, the U.S. 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 arc financial instruments established to manage price risk related to electricity
transmission congestion that entitle the holder to receive compensation or require theholder to remit payment for certain
congestion-related transmission charges based on the level of congestion between two pricing locations, known as source and
sink.

GAAP- Generally Accepted Accounting Principles in the U.S.

GBP - British pound sterling.

GHG - greenhouse gas(cs).

GLT-Gas Line Tracker. The KPSC approved LGifeE's recovery of costs associated with gas service lines, gas risers, leak
mitigation, and gas main replacements. Rate recovery became effective on January I, 2013.

IBEW- International Brotherhood of Electrical Workers.

If-Converted Method • A method applied to calculate diluted EPS for a company with outstanding convertible debt. The
method is applied as follows: Interest charges (after tax) applicable to theconvertible debtare added back to net income and
the convertible debt is assumed to have been converted to equity at the beginning of the period, and the resulting common
sharesarc treated as outstanding shares. Bothadjustments are madeonly for purposes of calculating diluted EPS. This
method was applied in 2013 and 2014 to PPL's Equity Units prior to settlement.

Intermediate and peaking generation - includes the output provided by PPL'soil- and natural gas-fired units.

IRS - Internal Revenue Service, a U.S. government agency.

ISO - Independent System Operator.

KPSC - Kentucky Public Service Commission, thestate agency that has jurisdiction over theregulation of rates andservice
of utilities in Kentucky.

LIBOR- London Interbank Offered Rate.

LTIIP- Long Term Infrastructure Improvement Plan.

MATS - Mercury and Air Toxics Standards.

MDEQ - Montana Department of Environmental Quality.

MEIC - Montana Environmental Information Center.

MMBtu - One million British Thermal Units.

Montana Power-The Montana PowerCompany, a Montana-based company that sold its generating assets to PPL
Montana in December 1999. Through a scries of transactions consummated during the firstquartero( 2002, Montana Power
sold its electricity delivery business to Northwestern.
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Moody's' Moody's Investors Service, Inc., a credit rating agency.

MPSC • Montana Public Service Commission.

MW- megawatt, one thousand kilowatts.

MWh - megawatt-hour, one thousand kilowatt-hours.

NDT- PPL Susquehanna's nuclear plant decommissioning trust.

NERC' North American Electric Reliability Corporation.

NGCC - Natural gas-fired combined-cycle generating plant.

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

NPNS- the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that
qualify for this exception may receive accrual accounting treatment.

NRC - Nuclear Regulatory Commission, the U.S. 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 of power plant stack gas emissions.

OVEC - Ohio Valley Electric Corporation, located in Pikcton, 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 summer rating capacities of 2,120 MW.

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

PJM - PJM Interconnection. L.L.C., operator of the electricity transmission network and electricity 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 within its delivery area to retail
customers who have not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E - properly, plant and equipment.

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, which are components of the 2010
and 2011 Equity Units.

RAV- regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or
regulatoryasset base. RAV is based on historical investment costs at time of privatization, plus subsequent allowed additions
less annual regulatorydepreciation, and represents the value on which DNOs earn a return in accordance with the regulatory
cost of capital. RAV is indexed to Retail Price Index in order to allow for the effects of inflation. Since the beginning of
DPCR5 in April 2010, RAV additions have been based on a percentage of annual total expenditures.

RCRA - Resource Conservation and Recovery Act of 1976.
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RECs • renewable energy credits.

Regional Transmission Expansion Plan • PJM conducts a long-range Regional Transmission Expansion Planning
process that identifies changes and additions to the grid necessary to ensure future needs arc met for both the reliability and
the economic performance of the grid. Under PJM agreements, transmission owners are obligated to build transmission
projects assigned to them by the PJM Board.

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

RFC • ReliabilityFiri-/ 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.

RII0-ED1 • RIIO represents "Revenues = Incentive + Innovation + Outputs - Electricity Distribution." RIIO-EDl refers to
the initial eight-year rate review period applicable to WPD commencing April 1, 2015.

Riverstone • Riverstone Holdings LLC, a Delaware limited liability company and ultimate parent company of the entities
that own the competitive power generation business to be contributed to Talen Energy other than the competitive power
generation business to be contributed by virtue of the spinoff of a newly formed parent of PPL Energy Supply.

RJS Power- RJS Power Holdings LLC, a Delaware limited liability company controlled by Riverstone, that owns the
competitive power generation business to be contributed, directly or indirectly, by its owners to Talen Energy other than the
competitive power generation business to be contributed by virtue of the spinoff of a newly formed parent of PPL Energy
Supply.

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.

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 primarily responsible to protect investors
and maintain the integrity of the securities markets.

SERC - SERC ReliabilityCorporation, 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.

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 has the potential to
strengthen network reliability.

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

Spark 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 thegross margin of PPL and its subsidiaries'
competitive natural gas-fired generating fleet. This term is also used to describea derivative contract in which PPL and its
subsidiaries sell power and buy natural gas on a forward basis in the same contract.

Superfund - federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.
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Talen Energy - Talcn Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner
of the competitive generation assets of PPL Energy Supply and certain affiliates of Riverstone.

TC2 • Trimble County Unit 2, a coal-fired plant located in Kentucky with a net summercapacityof 732 MW. LKE
indirectly owns a 75% interest (consists of LG&E's 14.25% and KU's60.75% interests) in TC2 or 549 MWof the capacity.

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

TRA - Tennessee Regulatory Authority, the state agency that has jurisdictionover the regulation of rales and serviceof
utilities in Tennessee.

Treasury Stock Method - A method applied to calculate diluted EPS that assumes any proceeds that could be obtained
upon exerciseof options and warrants (and their equivalents) would be used to purchase commonslock at the average market
price during the relevant period.

USWA - United Steelworkers of America.

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.

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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Statcmcnis contained in this Form lO-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or
performance and underlying assumptions andotherstatements that are other than statements of historical fact are "forward-
looking statements" within the meaning of the federal securities laws. Although the Registrants believe that theexpectations
and assumptions reflected in these statements are reasonable, there can be no assurance that theseexpectations will prove to
be correct. Forward-looking statements are subject to niany risks and uncertainties, and actual results maydiffer materially
from the resultsdiscussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's
2013 Form lO-K and Form 10-Q for the period ended June 30, 2014 and in "Item2. Combined Management's Discussion and
Analysis of Financial Condition and Results of Operations" in this Form 10-Q, 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 their subsidiaries;
• volatility in market demandand 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 rales and certaineconomic

indices, and decisions regarding capital structure;
• stock price performance of PPL;
• volatility in the fair value of debt and equitysecurities 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, nuclear decommissioning liabilities and interest payable on

certain debt securities;

• volatility in or the, impact of otherchanges in financial or commodity markets and economic conditions;
• new accounting requirements or new interpretationsor 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 otherreactions to the 2011 incident at the nuclear generating facility at Fukushima,

Japan, including additional NRC requirements;
• changes in political, regulatory or economic conditions instates, 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 othercost recovery or revenue filings by PPL Electric, LG&E, KU or WPD;
• 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, including the PPL EnergySupplyspinoff transaction with Riverstone and the

anticipated formation ofTalen Energy and ourability to realize expected benefits from such business transactions.
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Any such forward-looking siatcments should beconsidered in lighi of such imporiant factors and inconjunction 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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ITEM 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

PPL Corporation and Subsidiaries
(Unaudi(cd)
(Millioiis ofDollars, except .share data)

Three Months Ended Nine Months Ended

September 30, September 30,
2014 2013 2014 2013

Operatinj^ Revenues
Utility $ 1,860 $ 1.739 $ 5,852 $ 5.344

Unregulated wholesale energy 1,109 913 203 2,380
Unregulated retail energy 282 263 909 7.55

Energy-related businesses 198 159 512 423

Total Operating Revenues 3,449 3.074 7,476 8.902

Operating Expenses
Operation

Fuel ; 452 494 1,701 1.464

Energy purchases 859 555 (284) 1.663
Other operation and maintenance 684 658 2,082 2.009

Depreciation 307 284 913 845

Taxes, other than income 92 86 283 261

Energy-related businesses 186 151 492 403

Total Operating Expenses 2,580 2.228 5,187 6.645

Operating Income 869 846 2,289 2.257

Other Income (Expense) - net 144 (117) 38 18

Interest Expense 258 244 775 747

Income from Continuing Operations Before Income Taxes 755 485 1,552 1.528

Income Taxes 265 81 520 329

Income from Continuing Operations After Income Taxes 490 404 1,032 1.199

Income (Loss) from Discontinued Operations (net of income taxes) 7 7 10 30

Net Income 497 411 1,042 1.229

Net Income Attributable to Nonconirolling Interests 1 1

Net Income Attributable to PPL Shareowners $ 497 $ 410 $ 1,042 $ 1.228

Amounts Attributable to PPL Shareowners:

Income from Continuing Operations After Income Taxes $ 490 $ 403 $ 1,032 $ 1,198
Income (Loss) from Discontinued Operations (net of income taxes) 7 7 10 30

Net Income $ 497 $ 410 $ 1,042 $ 1.228

Earnings Per Share of Common Slock:

Income from Continuing Operations After Income Taxes Available to PPL

Common Shareowners:

Basic $ 0.73 $ 0.64 $ 1.58 $ 1.98

Diluted $ 0.73 S 0.61 $ 1.56 $ 1.86

Net Income Available to PPL Common Shareowners:

Basic $ 0.74 $ 0.65 $ 1.60 $ 2.03

Diluted $ 0.74 $ 0.62 $ 1.57 $ 1.90

Dividends Declared Per Share of Common Stock $ 0.3725 $ 0.3675 $ 1.1175 $ 1.1025

Weighted-Average Shares of Common Stock Outstanding (in thousands)
Basic 664,432 631,046 649,561 601.275

Diluted 666,402 664.343 665,501 662.094

The accDiiifHinyiiig Notes to Condensed Financial Slaieinenis are an iniefiral p<irtof the fituinciol siaieinents.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
PPL Corporation and Subsidiaries
(Unaudited)
(Millifins (if Dollars)

Three Months Ended Nine Months Ended

2014 2013 2014 2013

Net income $ 497 $ 411 $ 1,042 $ 1,229

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

benefit:

Foreign currency translation adjustments, net of tax of ($9), $8, ($3), $1... (48) 87 80 (165)
Availablc-for-sale securities, net of tax of $ 1, ($ 15), ($20), ($42) (1) 15 18 40

Qualifying derivatives, net of tax of $2, $2, $31, ($41) (5) (9) (52) 77

Defined benefit plans:
Net actuarial gain (loss), ncl of tax of ($ 1), $0, $ 1, $0 (1) (3)

Reclassifications from AOCl - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of lax of $4, $ 1, $6, $2 (3) (5) (2)
Qualifying derivatives, net of lax of $3, $1 1, $4, $68 (12) (6) 2 (122)
Equity investccs" other comprehensive (income) loss, net of

tax of$0, $0, $0, $0 (1) (1)
Defined benefit plans:

Prior service costs, net of tax of ($ 1), ($ 1), ($3), ($3) 1 2 3 5

Net actuarial loss, net of tax of ($9), ($ 12), ($26), ($37) 29 33 84 101

Total other comprehensive income (loss) attributable to PPL
Shareowners (40) 121 127 (67)

Comprehensive income (loss) 457 532 1,169 1,162
Comprehensive income attributable to noncontrolling interests 1 1

Comprehensive income (loss) attributable to PPL Shareowners . $ 457 $ 531 $ 1,169 $ 1,161

The accompunyiii)' Noies lo Condensed Financial Siaiemenis are an inicfiral pan of ihefinancial siatemenis.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Corporation and Subsidiaries
(Unaudited)
(Millioiu ofDollars)

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net cash provided by operating activities
Depreciation
Amortization

Defined benefit plans - expense
Deferred income taxes and investment tax credits

Unrealized (gains) losses on derivatives, and other hedging activities
Adjustment to WPD line loss accrual
Stock compensation expense
Other

Change in current assets and current liabilities
Accounts receivable

Accounts payable
Unbilled revenues

Fuel, materials and supplies
Counterparty collateral
Taxes payable
Uncertain tax positions
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
Expenditures for intangible assets
Purchases of nuclear plant decommissioning trust investments
Proceeds from the sale of nuclear plant decommissioning trust investments
Proceeds from the receipt of grants
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

Issuance of long-term debt
Retirement of long-term debt
Repurchase of common stock
Issuance of common stock

Payment of common stock dividends
Debt issuance and credit facility costs
Contract adjustment payments
Net increase (decrease) in short-term debt
Other financing activities

Net cash provided by (used in) financing activities
Effect of Exchange Rales on Cash and Cash Equivalents
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period

Nine Months Ended

2014 2013

$ 1,042 $ 1.229

930 859

168 164

71 135

266 301

117 126

65 45

52 45

38 2

(29) (79)
(126) (140)
163 197

(60) (14)
(18) (77)
208 76

1 (104)

(5) (89)

(322) (505)
8 (59)

59 111

2,628 2.223

(2,878) (2.768)
(74) (61)

(124) (102)
112 92

164 5

(187) 13

13 33

(2,974) (2.788)

296 862

(545) (309)
(74)

1,037 1.409

(718) (645)

(21) (37)

(21) (72)

398 (148)

(7) (20)
419 966

13 (11)
86 390

1,102 901

$ 1,188 $ 1.291

The accompanyinff Notes to Condensed Financial Siaiemenis are an inieftral pan of thefituincial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Corporation and Subsidiaries
(Unaudited)
(Mil/ions ofOollctrs. sluires in iliou.mmis)

Assets

Current Assets

Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable (less reserve: 2014, $48; 2013, $64)

Customer

Other

Unbilled revenues

Fuel, materials and supplies
Prepayments
Deferred income taxes

Price risk management assets
Assets ofdisconiinued operations
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

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

Other Noncurrent Assets

Regulatory assets
Goodwill

Other intangibles
Price risk management assets
Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

September 30, December 31,
2014 2013

$ 1,188 $ 1,102
274 83

911 923

139 97

676 835

763 702

117 153

242 246

732 942

647

28 33

43 37

5,760 5,153

911 864

36 43

947 907

30,169 27,755

5,315 4,873

24,854 22,882

11,179 11,881
624 591

869 834

6,323 6,172

6,349 7,134

3,194 3,071

34,397 33,087

1,253 1,246
4,187 4,225

936 947

366 337

343 357

7,085 7,112

$ 48,189 $ 46,259

The (iccomiKinyin}^ Notes to Condensed FiiutncUilSiotentenis are an intejiral pan ofthefinancial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Corporation and Subsidiaries
(Unaudited)
(Millioiu nf Dollars, .shares in ihousands}

Liabilities and Equity

Current Liabilities

Shori-icrni debt

Long-terni 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
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive loss

Total Equity

Total Liabilities and Equity

(a) 780.000 shares authorized: 664,653 and 630,321 shares issued and outstanding at September 30. 2014 and IX*cembK;r 31, 2013.

The accompanying Notes to Condensed Financial Siaiemenis are an integral pan ofthefinancial statements.
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September 30, December 31,
2014 2013

$ 1,099 $ 701

235 315

1,208 1,308

281 114

354 325

248 232

897 829

92 90

998 998

5,412 4,912

20,522 20,592

4,423 3,928
161 342

377 415

952 1,286

739 687

1,028 1,048
601 583

8,281 8,289

7 6

9,388 8,316
6,017 5,709

(L438) (1,565)

13,974 12,466

$ 48,189 $ 46,259
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Non-

controlling
interests Total

13,735

21

9

497

(248)

(40)

$ 13,974

$ 12,466
1,049

24

1,042

(734)

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

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

PPL Shareowners
Common

stock Accumulotcd

shares Additional other

outstanding Common paid-in turnings comprehensive
(u) stock capital reinvested loss

June 30,2014 664,018 $ 7 $ 9,358 $ 5,768 $ (1,398)
Common Slock issued 635 2!

Slock-bascd compcnsalion 9
Nel income 497

Dividends and dividend

cquivalcnis (248)
Other comprehensive

income (loss) (40)
September 30,2014 664.653 $ 7 ^ 9,388 $ 6,017 $ (1.4^ ~

December 31,2013 630,321 $ 6 $ 8.316 $ 5,709 $ (1,565)
Common Slock issued 34,332 1 1,048
Siock-bascd compensation 24
Nel income 1,042
Dividends and dividend

equivalents (734)
Other comprehensive

income (loss) 127
September 30, 2014 664,653 $ 7 $ 9,388 $ 6,017 $ (1.438) ~

June 30,2013 591,622 $ 6 $ 7,195 $ 5.863 $ (2,128) $
Common stock issued 40,117 1,151
Common stock repurchased (1.500) (46)
Stock-based compensation 5
Net income 410

Dividends and dividend

equivalents (233)
Other comprehensive

income (loss) 121 _
September 30, 2013 630,239 $ ^ $ 8,305 $ 6,040 $ (2,00"^ %_

December 31,2012 581,944 $ 6 $ 6,936 $ 5,478 $ (1,940) $
Common stock issued 50,725 1,433
Common stock repurchased (2,430) (74)
Cash settlement of equity forward

agreements (13)
Stock-based compensation 23
Net income 1,228
Dividends and dividend

equivalents (666)
Other comprehensive

income (loss) (67)
September 30,2013 630.239 $ 6 $ 8,305 $ 6,040 $ (2,007) ^

(a) Shares in thousands. Eachshare enlilles the holder to one voteon any question presentedat any shareowners'mcciing.

The accompanyiit)^ Notes to Condensed Financial Statements are an inicftral part of thefiiuincial statements.
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(1)

127

$ 13,974

$ 10,954
1,151

(46)
5

411

(234)

121

$ 12,362

$ 10,498
1,433

(74)

(13)

23

1,229

(667)

im
18 $ 12,362

18

(I)
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)

(Millions of Dollars)

Three Months Ended Nine Months Ended

September 30, September 30,
2014 2013 2014 2013

Operating Revenues
Unregulated wholesale energy $ 1,109 $ 913 $ 203 $ 2,380
Unregulated wholesale energy to affiliate 20 II 68 37
Unregulated retail energy 283 265 913 758
Energy-related businesses 189 143 469 378
Total Operating Revenues 1,601 1,332 1,653" 3,553~

Operating Expenses
Operation

Fuel 212 258 953 780
Energy purchases 708 389 (893) 1,088
Other operation and maintenance 232 232 746 714

Depreciation 74 75 225 223
Taxes, other than income 14 14 45 40
Energy-related businesses 172 138 451 366
Total Operating Expenses 1,412 1,106 1,527 3,211

Operating Income 189 226 126 342

Other Income (Exptense) - net 10 I 23 17

Interest Expense 31 37 95 |23

Income from Continuing Operations Before Income Taxes 168 190 54 236

Income Taxes 74 71 16 91

Income from Continuing Operations After Income Taxes 94 119 38 145

Income (Loss) from Discontinued Operations (netof income taxes) 7 6 10 28

Net Income 101 125 48 173

Net Income Attributable to Noncontrolling Interests I 1

Net Income Attributable to PPL Energy Supply Member $ 101 $ 124 $ 48 $ 172

Amounts Attributable to PPL Energy Supply Member:
Income from Continuing Operations After Income Taxes $ 94 S 118 $ 38 $ 144
Income (Loss) from Discontinued Operations (net of income taxes).. 7 6 10 ^
Net Income $ 101 $ 124 $ 48 $ 172

The acconifHinyiii}' Notes to Condensed Financial Siaiemenis are an iniefiral /Kirtof thejliuincial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

PPL Energy Supply, LLC and Subsidiaries
(Unaudiied)
(Millioiu^ofDollars)

Three Months Ended Nine Months Ended

September 30,
2014 2013 2014 2013

Net income JE 101 $ 125 $

00

173

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

benefit:

Available-for-sale securities, net of tax of $ 1, ($ 15), ($20), ($42) (1) 15 18 40

Reclassificaiions from AOCl - (gains) losses, net of lax expense (benefit):
Available-for-sale securities, net of tax of $4, $ 1, $6, $2 (3) (5) (2)
Qualifying derivatives, net of tax of $2, $19, $11, $63 (5) (29) (18) (96)
Defined benefit plans:
Prior service costs, net of lax of ($ 1), ($ 1), ($2), ($2) 1 1 2 3

Net actuarial loss, net of tax of $0, ($2), ($2), ($7) 1 3 4 11

Total other comprehensive income (loss) attributable to
PPL Energy Supply Member (7) (10) 1 (44)

Comprehensive income (loss) 94 115 49 129

Comprehensive income attributable to noncontroliing interests 1 1

Comprehensive income (loss) attributable to PPL Energy
Supply Member J5 94 $ 114 $; 49 $ 128

The accompanying Noies lo Condensed Financial Siaiemenis are an integral part of thefinancial staiemenls.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Energy Supply, LLC and Subsidiaries
(Unaudiied)
(Millions ofDollars)

Cash Flowsfrom Operating Activities
Ncl income
Adjuslmcnis to reconcile ncl income to net cash provided by operating activities

Depreciation
Amortization
Definedbenefit plans - expense
Deferred income taxes and investment tax credits
Impairment of assets
Unrealized (gains) losses onderivatives, and other hedging activities
Other

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Fuel, materialsand supplies
Taxes payable
Counterpartycollateral
Price risk management assets and liabilities
Other

Other operating activities
Defined benefit plans - funding
Otherassets
Other liabilities

Net cash provided by operating activities
Cash Flowsfrom Investing Activilles

Expenditures for property, plant andequipment
Expenditures for intangible assets
Purchases of nuclear plant decommissioning trust investments
Proceeds from the sale of nuclear plant decommissioning trust investments
Proceeds from the receipt of grants
Net (increase) decrease in restricted cash and cash equivalents
Other investing activities

Netcash provided by (used in) investing activities
Cash Flowsfrom Financing Aclivities

Retirement of long-term debt
Contributions from member
Distributionsto member
Net increase (decrease) in short-term debt
Other financing activities

Netcash provided by (used in) financing 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

Nine Months Ended

2014 2013

$ 48 $ 173

242 237

117 ill

34 39

(150) 112

20

216 98

19 9

(1) 71

(45) (108)
41 135

(67) (18)
70 (43)

(18) (77)
(34) I

(9) 10

(32) (107)
(2) (32)
16 (28)

465 583

(276) (341)
(38) (33)

(124) (102)
112 92

164 4

(199) 9

17 20

(344) (351)

(308) (309)
730 980

(1,178) (408)
590 (356)

(1)
(166) (94)

(45) 138

239 413

$ 194 $ 551

The accompanyiiif- Notes to Condensed Financial Slaientenis areaninlefinil part ofthefiiuincial siaienienis.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Assets

September 30, December 31,
2014 2013

Current Assets

Cash and cash cquivaicnis $ I94 j 239
Reslricied cash and cash equivalents 267 68
Accounts receivable (less reserve: 2014, $2; 2013, $21)

Customer 203 233
96 97

Accounts receivable from affiliates 44 45
Unbilled revenues 245 286
Fuel, materials and supplies 425 353
Prepayments jq 20
Deferred income taxes 35
Price risk management assets 7J3 g^Q
Assets of discontinued operations 573
Other current assets 30 27
Total Current Assets 2,840 2233

Investments

Nuclear plant decommissioning trust funds 911 354
Other investments 32 37
Total Investments 943 90l~

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

Generation H^lgg ,, gg.
Nuclear fuel 524 591
G'̂ ier 296 288

Less: accumulated depreciation - non-regulated property, plant and equipment... 6,157 6.046
Non-regulated property, plant and equipment, net 5^951 6"724~

Construction work in progress 40g '450
Properly, Plant and Equipment, net 5 359 7T74~

Other Noncurrent Assets
Goodwill 72 g^
Other intangibles 254 266
Price risk management assets 328 328
Other noncurrent assets 77 g^
Total Other Noncurrent Assets 73]" 7^^

Total Assets $ 10,873 S 11,074

The acconi/wnyin}' Notes toCondensed Financial Statements areanintegral partofthefituincial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
{MiUioiv! iif Dollars}

Liabilities and Equity

September 30, December 31,
2014 2013

Current Liabilities

Shon-ierm dcbi j
Long-term dcbl due wiihin one year 235 $ 304
Accounts payable 272 393
Accounts payable toaffiliates 42 4

101 31
Interest 42 22
Price risk management liabilities 85q 750
Other current liabilities 243 278
Total Current Liabilities 2 375 Tt^

Long-term Debt ^ 2.221

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes 1185 I 114
Investment tax credits 27 205
Price risk management liabilities 287 320
Accrued pension obligations IO3 \ ] \
Asset retirement obligations 4J3 393
Other deferred credits and noncurrent liabilities I35 130
Total Deferred Credits and Other Noncurrent Liabilities 2,150 2,273

Commitments and Contingent Liabilities (Note 10)

Member's Equity 4,365 4,798

Total Liabilities and Equity $ 10,873 $ 11.074

The accompcmyiii}; Notes toCondensed Financial Siaiemenis arean inle^iral (Hirt ofihejhuincial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Energy Supply, LLC and Subsidiaries
(Unaudiied)
(Millions ofDollars)

June 30, 2014
Nci income

Other comprehensive income (loss)
Distributions

September 30, 2014

December 31,2013
Net income

Other comprehensive income (loss)
Contributions from member
Distributions

September 30, 2014

June 30, 2013
Net income
Other comprehensive income (loss).
Contributions from member
Distributions

September 30, 2013

December 31, 2012
Net income

Other comprehensive income (loss).
Contributions from member
Distributions

September 30, 2013

Non-

Member's controlling
equity interests Total

$ 4,569 $ 4,569
101 101

(7) (7)
(298) (298)

$ 4,365 $ 4,365

$ 4,798 $ 4,798
48 48

730

I

730

(1,212) (1,212)
$ 4,365 $ 4,365

$ 3,541 $ 18 $ 3,559
124 1 125

(10) (10)
875 875

(1) (1)
$ 4,530 S 18 $ 4.548

$ 3,830 S 18 $ 3,848
172 1 173

(44) (44)
980 980

(408) (1) (409)
$ 4,530 $ 18 S 4,548

The accompanyiiif; Notes toCondensed Financial Slaiemenis areanintegral punofthefiiuoicial statements.

ppll0q_9-l4 Rnai as Filcd.docx Conndential 14



DRAFT

o

o
(THIS PAGE LEFT BLANK INTENTIONALLY.)

O

ppll0q_9-14 Final as Filed.docx Confidential



DRAFT

O

O

o

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries
(Unaudiicd)

(Millions of Dollars)

Three Months Ended Nine Months Ended

September 30, September 30,
2014 2013 2Q14 2013

Operating Revenues $ 477 $ 464 $ 1,518 $ 1,391

Operating Expenses
Opcralion

Energy purchases 128 144 431 436
Energy purchases from affiiiale 20 II 68 37
Olhcr opcralion and maintenance 133 134 402 391

Deprecialion 47 45 137 132
Taxes, other lhan income 25 25 80 77
Total Operating Expenses 353 359 1,118~ j,073

Operating Income 124 105 400 318

Other Income (Expense) - net 3 2 6 5

Interest Expense 33 30 91 80

Income Before Income Taxes 94 77 315 243

Income Taxes 37 26 121 83

Net Income (a) $ ^ ^ $ 194 $ 160

(a) Net income approximates comprehensive income.

The ciccompatiyin}' Notes to Condensed Financial Staiemenis are an inieftral {Hirt ofthefinancial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudiicd)
(Millions of Dollars)

Cash Flows from Operating Activities
Net income
Adjusinienis to reconcile net income to net cash provided byoperating activities

Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment lax credits
Other

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Unbilled revenues
Taxes payable
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
Expenditures for intangible assets
Net (increase) decrease in notes receivable from affiliates
Other investing activities

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Contributions from parent
Payment of cotiimon stock dividends to parent
Net increase (decrease) in short-term debt
Other financing activities

Net cash provided by (used in) financing 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

Nine Months Ended

2014 2013

$ 194 $ 160

137 132

13 13

10 16

65 103

(20) (7)

(45) (14)
(25) (42)
40 34

45 24

4 (19)

(20) (88)
8 6

6 9

412 327

(700) (688)
(25) (20)
150

13 11

(562) (697)

296 348

(10)
95 205

(121) (94)
(20)

(4) (4)
236 455

86 85

25 140

$ 111 $ 225

The accompanying Noies loCondensed Financial Slaiemenis are an integral pan of thefinancial siaiemenis.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Millions ofDollars, shares in thousands)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2014, $18; 2013, $18)

Customer
Other

Accounts receivable from afniiates
Notes receivable from affiliate

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

September 30, December 31,
2014 2013

$ 111 $ 25

309 284

27 5

2 4

150

76 116

35 35

28 40

89 85

13 22

690 766

7,430 6,886
2,523 2,417
4,907 4,469

2 2

713 591

5,622 5,062

772 772

234 211

37 35

1,043 1,018

$ 7,355 $ 6,846

The accomiKinyin^ Notes to Condensed Financial Statements are an integral /wrtof thefinancial.ttaienients.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries
(Unaudited)
(Milliims 11/Dollars, shares in ilioujtands)

Liabilities and Equity

September 30, December 31,
2014 2013

Current Liabilities

Shon-ierm debt j 20
Long icrm debt due within one year Iq
Accounts payable j 280 295
Accounts payable to affiliates 53 3-7
Taxes 52 51
Interest 27 34
Regulatory liabilities gj
Other current liabilities 92
Tola! Current Liabilities 5^

76

82

625

Long-term Debt 2,602 2305_
Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes j 49Q ] 399
Accrued pension obligations g4 ' 9^
Regulatory liabilities Ig 15
Other deferred credits and noncurrent liabilities 59 57
Total Deferred Credits and Other Noncurrent Liabilities L651~ TsbT

Commitments and Contingent Liabilities (Notes 6 and 10)

Stockholder's Equity
Common slock - no par value (a) 354 3^
Additional paid-in capital j 435 j 34Q
Earnings reinvested 7lg '^5
Total Equity Z.sTT 2,34^

Total Liabilities and Equity $ 7,355 $ 6,846

(a) 170.000 sliares auitiorized: 66..168 shares issued and outstanding at Scptemlxjr 30.2014 and Deccmt>cr3t. 2013.

The accompanyins Notes toCondentted Financial Siaiemenis areaninleund panofthefimincial .siaienienl.t.
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CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(Unaudi(ed)
(Millions of Dt>llars)

Common

stock

shares Additional
outstanding Common paid-in Earnings

(a) stock capital reinvested

June 30,2014 66.368 $ 364 S 1,435 $ 695
Net income 27
Cash dividends declared on common stock (34)
September 30,2014 66,368 $ 3^$ $ tTF

December 31,2013 66,368 $ 364 $ 1,340 $ 645
Net income
Capital contributions from PPL 95
Cash dividends declared on common slock (121)
September 30,2014 66,368 "$ 364 $ 1.435 $ 718

June30,2013 66,368 $ 364 $ 1,340 $ 606
Net income 2|
Cash dividends declared on common stock (28)
September 30,2013 66,368 $ 364 S 1,340 $ 629

December 31,2012 66,368 $ 364 $ 1,135 $ 563
Net income I^q
Capital contributions from PPL 205
Cash dividends declared on common stock (94)
September 30,2013 66.368 $ 364 $ 1,340 $ 629

(a) Shares inthousands. All common shares of PPL Electric stock are owned by PPL

The accompanying Notes toCondensed Financial Statements areanintegral part ofthefinancial statements.

ppll0q_9-]4 Rnal as RIed.docx Confidential 20

Total

$ 2,494
57

(34)

$ 2,517

$ 2,.349
194

95

(121)
$ 2,517

$ 2,310
51

(28)

$ 2,333

$ 2,062
160

205

(94)

S 2,333
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millitms ofDollun)

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

Interest Expense with Affiliate

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 (a)

(a) Nci incomeapproximaiescomprehensive income.

The dccoiiipaiiyiuf' Notes to Condensed Finoncial Stciiernenis are

ppll0q_9-l4 Final as Filed.docx Confideniial 22

Three Months Ended Nine Months Ended

2014 2013 2014 2013

$ 753 $ 744 $ 2,409 $ 2,226

240 237 748 684

24 23 184 146

197 IBS 609 582

89 84 262 249

13 12 39 36

563 544 1,842 1,697

190 200 567 529

(2) (4) (6) (6)

42 37 125 110

1

146 159 436 412

55 59 165 153

91 100 271 259

1

$ 91 $ 100 $ 271 $ 260

on integral part of thefinancial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
LG&E and KU Energy 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
Defined benefit plans - expense
Deferred income taxes and investment lax credits
Other

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

Other operating activities
Defined benefit plans - funding
Settlement of interest rate swaps
Other assets
Other liabilities

Net cash provided by operating activities
Cash Flows from Investing Activities

Expenditures for property, plant and equipment
Net (increase) decrease in notes receivable from affiliates
Other investing activities

Net cash provided by (used in) investing activities
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
Distributions to member
Contributions from member

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

Nine Months Ended

2014 2013

$ 271 $ 260

262 249

18 19

18 38

251 99

11 6

(31) (78)
7 34

(2) I

49 19

4 1

5 83

36 30

(10)

(43) (159)
98

9

5 14

851 723

(843) (891)
70

2

(773) (889)

22 27

103 87

(3)
(327) (116)
139 146

(66) 144

12 (22)
35 43

II

21

The accompunyiiif' Notes toCondensed Financial Statements areanintegral partofthefiiuincial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2014, $25; 2013, $22)

Customer
Other

Unbilled revenues
Fuel, materials and supplies
Prepayments
Notes receivable from affiliates
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
Other, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets

Regulatory assets
Goodwill
Other intangibles
Price risk management assets from affiliates
Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

September 30, December 31,
2014 2013

$ 47 $ 35

219 224

44 20

131 ISO

274 278

28 21

70

69 159

25 27

4 3

841 1,017

9,399 8,526
996 778

8,403 7,748
4 3

1,812 1,793

10,219 9,544

481 474

996 996

185 221

6

99 98

1,767 1,789

$ 12,827 $ 12,350

The accoinponyin)' Notes toCondensed Financial Siaienienis are an inicfiral /Hin of thefinancial siaiements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions ofDollars)

Liabilities and Equity

Current Liabilities

Short-icrm debi
Nolcs payable with affiliales
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest
Other current liabilities
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment lax credits
Accrued pension obligations
Asset retirement obligations
Regulatory liabilities
Price risk management liabilities
Price risk management liabilities with affiliates
Other deferred credits and noncurrent liabilities
Total Delerred Credits and Other Noncurrent Liabilities

Commitmentsand Contingent Liabilities (Notes 6 and 10)

Member's equity

September 30, December 31,
2014 2013

$ 348 $ 245

22

429 346

1 3

51 50

44 39

4 4

11 14

59 23

113 111

1,082 835

4,566 4,565

1,131 965

132 135

116 152

275 245

1,010 1,033
38 32

4

243 238

2,949 2,800

4,230 4,150

$ 12,827 $ 12,350

7he accom/Hinyinf: Notes toCondensed Finundtil Slaiemenis areanintegral panofthefinancial suiiemenls.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Unaudiled)
(Millions ofDollars)

Member's
Equity

June 30,2014 $ 4,225
Net income

Distributions to member.

91
Contributions from member 20

(106)
September 30,2014 5 4,230

December 31,2013 $ 4 150
Net income 27:
Contributions from member 139
Distributions to member (327)
Other comprehensive income (loss) (3)
September 30, 2014 $ 4 230

June 30,2013 $ 4,022
Net income IOq
Distributions to member (47)
September 30, 2013 $ 4 075

December 31,2012 $ 3 786
Net income 260
Contributions from member )45
Distributions to member (116)
Other comprehensive income (loss) (1)
September 30, 2013 $ 4 075

The accontpanyiiif' Noies to Condensed Financial Statements are an intef;ral /xirtofthefinancialstatements.
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CONDENSED STATEMENTS OF INCOME
Louisville Gas and Electric Company
(Unaudited)

(MHIions ofDollars)

Operating Revenues
Retail and wholesale

Electric revenue from affiliate

Total Operating Revenues

Operating Expenses
Operation

Fuel

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

Income Taxes

Three Months Ended Nine Months Ended
September 30, September 30,

2014 2013 2014 2013

$ 334 3; 332 $ 1,096 $ 1,003
13 11 74 46

347 343 1,170 1,049

99 100 320 284

20 18 167 129

3 2 11 6

94 93 286 278

39 37 116 no

6 6 19 IS

261 256 919 825

86 87 251 224

(1) (3) (3)

13 10 37 30

73 76 211 191

27 27 78 69

$ 46 $ 49 $ 133 $ 122

(a) Nei income equals comprehensive income.

The accompaiiyinff Notes to Condensed Financial Staieinenis are an iniefind /uirt ofthefinancial siaienienis.
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CONDENSED STATEMENTS OF CASH FLOWS
Louisville Gas and Electric Company
(Unaudited)
(Millions ofDollars)

Cash Flows from Operating Activities
Nel income
Adjusimcnis to reconcile net income to net cash provided byoperating activities

Depreciation
Amortization
Defined 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
Taxes payable
Accrued Interest
Other

Other operating activities
Defined benefit plans - funding
Settlement of interest rate swaps
Other assets
Other liabilities

Net cash provided by operating activities
Cash Flows from Investing Activities

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

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

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

Nine Months Ended

2014 2013

$ 133 $ 122

116 no

9 9

7 13

31 22

(2) 10

(8) (20)
8 18

(4) 7

27 10

5 2

10 32

9 3

I 9

(12) (45)
49

1 9

(4) 2

327 362

(422) (376)

(422) (376)

123 17

(1)
(83) (67)
73 54

112 4

17 (10)
8 22

$ 25 $ 12

Theaccompanyiiif; Notes to Condensed FinancialSlaiemenis are an integralpart of thefouincial statements.
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CONDENSED BALANCE SHEETS

Louisville Gas and Electric Company
(Unaudiled)
(Millions of Dollars, sluires in thousands)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2014, $2; 2013, $2)

Customer

Other

Unbilled revenues

Accounts receivable from affiliates

Fuel, materials and supplies
Prepayments
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
Price risk management assets from affiliates
Other noncurrent assets

Total Other Noncurrent Assets

September 30, December 31,
2014 2013

$ 25

CO

93 102

12 9

58 85

10

149 154

5 7

23 17

2 3

377 385

3,606 3,383
429 332

3,177 3,051

912 65!

4,089 3,702

305 303

389 389

102 120

3

34 35

833 847

$ 5,299 $ 4,934

Theaccompanying Notesto CondensedFinancial Statementsare an integral pan of thefinancial statements.
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CONDENSED BALANCE SHEETS
Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thou.uinds)

Liabilities and Equity

Current Liabilities

Short-term debt
Accounts payable
Accounts payable to afniiates
Customer deposits
Taxes
Price risk management liabilities
Regulatory liabilities
Interest
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
Price risk management liabilities with affiliates
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
Total Equity

Total Liabilities and Equity

September 30, December 31,
2014 2013

$ 143 $ 20

250 166

20 24

24 24

21 11

4 4

9 9

IS 6

33 32

519 296

1,353 1,353

613 582

37 38

9 19

69 68

471 482

38 32

2

105 104

1,344 1,325

424 424

1,437 1,364
222 172

2,083 1,960

$ 5,299 $ 4,934

(a) 75.000shares auihori7.cd; 21.294 share.s issued andoutstanding al Scpiemljcr .10. 20t4 and tX-ccmtxr 31. 20tl.

The accontfHinying Notes to Condensed Financial Siaieinenis are an iniefiral part ofthefinancialstatements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Unaudited)
(Millums ofDollars)

Common

stock

shares Additional

outstanding Common paid'in Earnings
(a) stock capital reinvested Total

June 30, 2014 21.294 $ 424 $ 1,417 $ 199 3; 2,040
Net income 46 46
Capilal contributions from LKE 20 20

Cash dividends declared on common stock (23) (23)
September 30, 2014 21.294 $ 424 S 1,437 $ 222 3; 2,083

December 31, 2013 21,294 $ 424 $ 1,364 $ 172 3; 1,960
Net income 133 133
Capilal contributions from LKE 73 73
Cash dividends declared on common stock (83) (83)
September 30, 2014 21.294 $ 424 $ 1,437 $ 222 3: 2,083

June 30, 2013 21,294 $ 424 $ 1,332 $ 133 3i 1,889
Net income 49 49
Cash dividends declared on common slock (!9) (19)
September 30, 2013 21,294 $ 424 $ 1,332 $ 163 3: 1,919

December 31, 2012 21,294 $ 424 s 1,278 $ 108 3: 1,810
Net income 122 122

Capital contributions from LKE 54 54

Cash dividends declared on common slock (67) (67)
September 30, 2013 21,294 $ 424 s 1,332 $ 163 3i 1,919

(a) Shares in thousands. All common shares of LG&E stock arc owned by LKE.

The <tccont])anyin}; Notes to Condensed Financial Statements are an integral part of thepiuincial statements.
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CONDENSED STATEMENTS OF INCOME

Kentucky Utilities Company
(Unaudited)
(Millions ofDollars)

Three Months Ended Nine Months Ended

September 30, September 30,
2014 2013 2014 2013

Operating Revenues
Retail and wholesale $ 419 $ 412 $ 1,313 $ 1,223
Electric revenue from affiliate 3 2 11 6

Total Operating Revenues 422 414 1,324 1,229

Operating Expenses
Operation

Fuel 141 137 428 400
Energy purchases 4 5 17 17

Energy purchases from affiliate 13 11 74 46

Other operation and maintenance 97 91 302 286

Depreciation 50 46 145 138

Taxes, other than income 7 6 20 18

Total Operating Expenses 312 296 986 905

Operating Income 110 118 338 324

Other Income (Expense) - net (1) (2) (1) (1)

Interest Expense 19 17 58 51

Income Before Income Taxes 90 99 279 272

Income Taxes 34 36 106 101

Net Income (a) $ 56 $ 63 $ 173 $ 171

(a) Net incoinc approximates comprehensive income.

Theaccompa/iyinfi Notesto CondensedFinancial Siaienienisare an inlef'ral part of thefiiuincial statements.
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CONDENSED STATEMENTS OF CASH FLOWS

Kentucky Utilities Company
(Unaudiicd)
(Millions ofDollars)

Cash Flows from Operating Activities
Net income

Adjusimcnis lo reconcile net income to net cash provided by operating activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment lax credits
Other

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

Other

Other operating activities
Defined benefit plans - funding
Settlement of interest rate swaps
Other assets
Other liabilities

Net cash provided by operating activities
Cash Flows from Investing Activities

Expenditures for property, plant and equipment
Other investing activities

Net cash provided by (used in) investing activities
Cash Flows from Financing Activities

Net increase (decrease) in short-term debt
Debt issuance and credit facility costs
Payment of common stock dividends to parent
Contributions from 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

Nine Months Ended

2014 2013

$ 173 $ 171

145 138

8 9

4 16

129 73

11 (3)

(11) (46)
6 25

4 (9)
22 9

(1) (1)
(12) 39

18 15

(8) (3)

(4) (62)
49

(2) (2)
4 1

486 419

(418) (512)
2

(418) (510)

(20) 70

(1)
(112) (83)

66 92

(67) 79

1 (12)
21 21

$ 22 $ 9

Theaccompanyiiif' Notes to CondensedFinancial Sunemenisare an integral part of thefi/uincial statements.
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CONDENSED BALANCE SHEETS

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, sluires in thousands)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2014, $3; 2013, $4)

Customer

Other

Unbilled revenues

Fuel, materials and supplies
Prepayments
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
Other, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets

Regulatory assets
Goodwill

Other intangibles
Price risk management assets from affiliates
Other noncurrent assets

Total Other Noncurrent Assets

September 30, December 31,
2014 2013

$ 22 $ 21

126 122

8 9

73 95

125 124

1! 4

2 10

3 6

370 391

5,793 5,143
567 446

5,226 4,697
1 1

897 1,139

6,124 5,837

176 171

607 607

83 101

3

59 56

928 935

$ 7,422 $ 7,163

The accompanying Notes to Condensed Financial Statements are an integral pan of thefinancial siaiemenis.
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CONDENSED BALANCE SHEETS

Kentucky Utilities Company
(Unaudited)

ofDollars, .shares in ihou.sands}

Liabilities and Equity

Current Liabilities

Short-term debt

Accounis payable
Accounts payable to affiliates
Customer deposits
Taxes

Regulatory liabilities
interest

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 with affiliates
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 slock - no par value (a)
Additional paid-in capital
Accumulated other comprehensive income (loss)
Earnings reinvested
Total Equity

Total Liabilities and Equity

September 30, December 31,
2014 2013

$ 130 $ 150

166 159

29 25

27 26

21 33

2 5

29 11

38 36

442 445

2,091 2,091

786 658

95 97

2 11

206 177

539 551

2

89 89

1,719 1,583

308 308

2,571 2,505

291 230

3,170 3,044

$ 7,422 $ 7,163

(a) 80.000 sharesauchorizcd; 37.818shares issuedand outstandingat September30. 2014and December31. 2013.

Theacconipaiiyiiiy Notesto CondensedFinancial Statementsare an integral pan of thefinancial .statements.
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CONDENSED STATEMENTS OF EQUITY

Kentucky Utilities Company
(Unaudiccd)
{Millions ofDollars)

Common

stock

shares

outstanding
(a)

Common

stock

Additional

paid-in
capital

Earnings
reinvested

Accumulated

other

comprehensive
income

(loss) Total

June 30, 2014
Net income

Cash dividends declared on common stock

37,818 $ 308 $ 2,571 $ 261

56

(26)

$ 3,140
56

(26)
September 30, 2014 37,818 $ 308 $ 2,571 S 291 $ 3,170

December 31,2013
Net income

Capital contributions from LKE
Cash dividends declared on common stock

Other comprehensive income (loss)

37,818 $ 308 $ 2,505

66

$ 230

173

(112)

$ 1

(1)

$ 3,044
173

66

(112)

(1)
September 30, 2014 37,818 $ 308 $ 2.571 $ 291 $ $ 3,170

June 30, 2013
Net income

Cash dividends declared on common stock

37,818 $ 308 $ 2,440 $ 179

63

(28)

$ 1 $ 2,928
63

(28)
September 30, 2013 37,818 $ 308 $ 2,440 $ 214 $ 1 $ 2,963

December 31, 2012
Net income

Capital contributions from LKE
Cash dividends declared on common stock

37,818 $ 308 $ 2,348

92

$ 126

171

(83)

$ 1 $ 2,783
171

92

(83)
September 30, 2013 37,818 $ 308 $ 2,440 S 214 $ 1 $ 2,963

(a) Shares in thousands. Aii common shares of KU stock arc owned by LKE.

TheacconijMinyin}! Notes to CondensedFinancial Slaiemenisare an integral part of thefiiuincial statements.
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Combined Notes to Condensed Financial Statements (Unaudited)

1. Interim Financial Statements

(All Registrants)

Capitalized terms and abbreviations appearing in the unaudited combined notes to condensed financial statements arc defined
in the glossary. Dollars arc in millions, e.xcept per share data, unlessotherwise noted. The specific Registrant to which
disclosures are applicable is identified in parenthetical headings in italics above the applicable disclosure or within the
applicable disclosure for their related activities and disclosures. Within combined disclosures, amounts arc disclosed for any
Registrant when significant.

The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim
financial informationand 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 GAAP for complete financial statements. In the opinionof management, all
adjustments considered necessary for a fair presentation in accordance with GAAP arc reflected in the condensed financial
statements. All adjustments arc of a normal recurring nature, except as otherwise disclosed. Each Registrant's Balance Sheet
at December 31, 2013 is derived from that Registrant's 2013 audited Balance Sheet. The financial statements and notes
thereto should be read in conjunction with the financial statements and notes contained in each Registrant's 2013 Form lO-K.
The results of operations for the three and nine months ended September 30, 2014 arc not necessarily indicative of the results
to be expected for the full year ending December 31, 2014 or other future periods, because results for interim periodscan 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 September30, 2014
financial statements.

(PPL and PPL Energy Supply)

"Income (Loss) from Discontinued Operations (net of income taxes)" on the Statements of Income includes the activities of
PPL Montana's hydroelectric generating facilities expected to be sold in the fourth quarter of 2014. "Assets of discontinued
operations" on the Balance Sheet at September 30, 2014, includes the related assets. Corresponding amounts at
December 31, 2013, have not been reclassified on the Balance Sheet as of that date. See Note 8 for additional information.
The Statementsof Cash Flows do not separately report the cash flows of the Discontinued Operations.

(PPL Energy Supply)

During the three and nine months ended September 30, 2014, PPL Energy Supply recorded $14 million ($9 million after-tax)
and $17 million ($11 million after-tax) increases to "Energy-related businesses" revenues on the 2014 Statement of Income
related to prior periods and the liming of revenue recognition for a mechanical contracting and engineering subsidiary. The
impact of the errors is not material to the previously-issued financial statements and is not expected to be material to the full
year results for 2014.

2. Summary of Significant Accounting Policies

(All Registrants)

The following accounting policy disclosures represent updates to Note I in each Registrant's 2013 Form lO-K and should be
read in conjunction with those disclosures.

Accounts Receivable (PPL PPL Energy Supply and PPL Electric)

In accordance with a PUC-approved purchase of accounts receivable program designed to facilitate competitive markets for
electricity in Pennsylvania, PPL Electric purchases certain accounts receivable from alternative electricity suppliers
(including PPL EnergyPlus) at a discount, which reflects a provision for uncollectible accounts. The alternative electricity
suppliers have no continuing involvement or interest in the purchased accounts receivable. The purchased accounts
receivable arc 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. During the three and nine months ended September 30, 2014, PPL Electric purchased
$260 million and $874 million of accounts receivable from unaffiliated third parlies and $77 million and $261 million from
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PPL EnergyPlus. During the three and nine monthsended September 30, 2013, PPL Electric purchased $259 million and
$738 million of accounts receivable from unaffiiiaied third parties and $75 million and $222 million from PPL EnergyPlus.

New Accounting Guidance Adopted (All Registrants)

AccountinQ for ObilQations Resultino from Joint arid Several Liability Arrangements

Effective January I, 2014, the Registrants retrospectively adopted accounting guidance for the recognition, measurement and
disclosure of certain obligations resulting from joint and several liability airangemenis when the amount of the obligation is
fixed at the reporting date. If the obligation is determined to be in the .scopeof this guidance, it will be measured as the sum
of the amount the reporting entity agreed to pay on the basis of its arrangements among its co-obligors and any additional
amount the reporting entity expects to pay on behalf of its co-obligors. This guidance also requires additional disclosures for
these obligations.

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

Accounting for the Cumulative Translation Adjustment upon Derecoonition of Certain Subsidiaries or Groups of
Assets within a Foreign Entity or of an Investment in a Foreign Entity

Effective January 1, 2014, PPL prospectively adopted accounting guidance that requires a cumulative translation adjustment
to be released into earnings when an entity ceases to have a controlling financial interest in a subsidiary or group of assets
within a consolidated foreign entity and the sale or transfer results in the complete or substantially complete liquidation of the
foreign entity. For the step acquisition of previously held equity method investments that are foreign entities, this guidance
clarifies that the amount of accumulated other comprehensive income that is reclassified and included in the calculation of a
gain or loss shall include any foreign currency translation adjustment related to that previously held investment.

The initial adoption of this guidance did not have a significant impact on PPL; however, the impact in future periods could be
material.

Presentation of Unrecognized Tax Benefits When Net Operating Loss Carryforwards. Similar Tax Losses, or Tax

Credit Carryforwards Exist

Effective January I, 2014, the Registrants prospectively adopted accounting guidance that requires an unrecognized tax
benefit, or a portion of an unrecognized tax benefit, to be presented in the financial statements as a reduction to a deferred lax
asset for a net operating loss carryforward, a similar tax loss, or a lax credit carryforward. To the extent a net operating loss
carryforward, a similar tax loss, or a tax credit carryforward is not available at the reporting date under the tax law of the
applicable jurisdiction to settle any additional income taxes that would result from the disallowance of a tax position, or the
tax law of the applicable jurisdiction docs not require the entity to use, and the entity does not intend to use, the deferred tax
asset for such purpose, the unrecognized lax benefit should be presented in the financial statements as a liability and should
not be combined with deferred tax assets.

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

3. Segment and Related Information

(PPL)

See Note 2 in PPL's 2013 Form 10-K for a discussion of reportablc segments and related information.

In June 2014, PPL and PPL Energy Supply, which primarily represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses into a new, stand-alone,
publicly traded company named Talen Energy. The transaction isexpected to close in the first or secondquarter of 2015.
Upon completion of this transaction, PPL will no longer have a Supply segment. See Note 8 for additional information.

Financial data for the segments and reconciliation to PPL's consolidated results for the periods ended September 30 arc:
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Income Statement Data

Revenues from external customers

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply (a)
Corporate and Other

Total

Intersegment electric revenues
Supply

Net Income Attributable to PPL Shareowners

U.K. Regulated (a)
Kentucky Regulated
Pennsylvania Regulated
Supply (a)
Corporate and Other (b)

Total

Balance Sheet Data

Assets

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply
Corporate and Other (c)

Total assets

Three Months Nine Months

2014 2013 2014 2013

s 644 S .543 $ 1.964 S 1.763

753 744 2.409 2.226

477 463 1,516 1.388

1,.571 1.321 I..575 3.516

4 3 12 9

s 3.449 s 3.074 s 7.476 s 8.902

s 20 s 11 s 68 s 37

s 295 s 183 s 688 s 741

82 93 247 227

57 51 194 160

86 91 16 122

(23) (8) (103) (22)

s 497 s 410 s 1.042 s 1.228

September 30, December 31,
2014 2013

16..543
12.493

7..3.'55

11.210

588

48.189

15,895
12.016

6.846

11.408

94

46.2.59

(a) Includes unrealized gains and losses fromeconomic activity. See Note 14 for additional information.
(b) 2014 includescertain costs relatedto the anticipatedspinoffof PPL EnergySupply, includingdeferred incoiiK tax expense, third party transaction

costs, and .separationbenefits. See Note 8 for additional information.
(c) Primarily eonsists of unallocated items, includingcash. PP&Eand the eliminationof inter-segment transactions.

4. Earnings Per Share

(PPL)

Basic EPS is computed by dividing income available to PPLcommon shareowners by the weighted-average numberof
common shares outstanding during the applicable period. Diluted EPS is computed by dividing income available to PPL
common shareowners by the weighted-average number of common sharesoutstanding, increased by incremental shares that
would be outstanding if potentially diiutive non-participating securities wereconverted to common sharesas calculated using
the Treasury Stock method or the If-Convcrtcd Method, as applicable. Incremental non-participating securities that have a
diiutive impact arc detailed in the table below.

Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended
September 30 used in the EPS calculation are:

Income (Numerator)
Income from coniinuing operations after income taxes attributable to PPL
shareowners

Less amounts allocated to panicipating securities
Income from continuing operations after income taxes available to PPL
common shareowners - Basic

Plus interest charges (net of tax) related to Equity Units (a)
InconK from continuing operations after income taxes available to PPL
common shareowners - Diluted

Income (loss) from discontinued openitions (net of income ta.xes) available
to PPL common shareowners - Basic and Diluted
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2014 2013 2014 2013

$ 490
0

S

1

O

; 1.032

5

$ 1.198

6

488 401

7

1.027

9

1.192
37

S 488 S 408 3; 1.036 s 1.229
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Nel income ailribuiable to PPL shareowncrs

Less amounts allocated to participating securities
Net income available to PPL common shareowners • Basic
Plus interest charges (nel of tax) related to Equity Units (a)
Net income available to PPL common shareowners - Diluted

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

Share-based payment awards
Equity Units (a)
Forward sale agreements

Weighted-average shares - Diluted EPS

Basic EPS

Available to PPL common shareowners:

InconK from continuing operations after income taxes
Income (loss) from discontinued operations (net of income taxes)
Net Income Available to PPL common shareowners

Diluted El*S

Available to PPL common shareowners:

Income from continuing operations after income taxes
Income (loss) from discontinued operations (nel of incon>etaxes)
Net InconK Available to PPL common shareowners

Three Months Nine Months

2014 2013 2014 2013

$ 497

2

S 410

2

$ 1.042

5
S 1.228

6

495 408
7

1.037

9

1.222

37

s 495 s 415 S 1.046 S 1.2.59

664.432 631.046 649..56I 601.275

1.970 1.163

.32.1.34

1.860

14.080

1.035

.59.171

613

666.402 664.343 665..501 662.094

s 0.73

0.01

s 0.64

0.01

s 1.58

0.02

S 1.98

0.05

s 0.74 s 0.65 s 1.60 s 2.03

s 0.73

0.01

s 0.61

0.01

$ 1.56

0.01

s 1.86

0.04

s 0.74 s 0.62 s I..57 s 1.90

(a) The If-Converted Methtxi was applied to the Equity Units prior to settlenKnt. See Note 7 for additional information on the 2011 Equity Units,
including the issuance of PPL common stock on May 1. 2014 to settle the 2011 Purchase Contracts.

For the periods ended Scplembcr 30, PPL issued common stock related to stock-based compensation plans, ESOP and DRIP
as follows (in thousands):

Stock-based compensation plans (a)
ESOP

DRIP

Three Months

2014

210

425

2013

85

Nine Monlh.s

2014

2.228

425

2013

1.469

275

.549

(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 shares (in thousands) were excluded from ihe compulations of diluted
EPS because the effect would have been antidiluiive.

Three Months

2014 2013

Stock options
Performance units

Restricted stock units

5. Income Taxes

Reconciliations of income taxes for the periods ended September 30 arc:
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(PPL)

Three Months Nine Months

Federal income tax on Income from Conlinuing Operalions Before

2014 2013 2014 2013

$ 264 $ 170 $ 543 $ 515

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 27 11 21 27

State valuation allowance adjustments (a) 1 18 49 38

Impact of lower U.K. income tax rates (b) (50) (18) (126) (101)

U.S. income tax on foreign earnings - net of foreign tax credit (c) 26 10 47 5

Federal and state tax reserve adjustments (d) (1) (1) (41)

Federal and state income tax return adjustments 2 (4) 2 (4)

Impact of the U.K. Finance Acts on deferred tax balances (b) (91) (9.1)

Federal income tax credits (3) (3) (8)

Amortization of investment tax credit (1) (5) (.5)
Depreciation not normalized (3) (2) (7) (6)

Intercompany interest on U.K. financing entities (2) (2) (6) (/)
Other (5) 5 (II)

Total increase (decrease) 1 (89) (21) (206)
Total income taxes $ 265 $ 81 $ 520 $ 129

(a) As a resultof the PPL EnergySupplyspinoff announcement. PPL recorded deferred income taxexpenseduring the three and nine months ended

September 10. 2014 to adjust valuation allowances on deferred taxassetsprimarily forstate netoperating losscarryforwards thatwerepreviously
supported by the future earnings of PPLEnergy Supply. See Note 8 foradditional information on theanticipated spinoff.

During the threeand ninemonths ended September .10. 201.1. PPLrecorded an increase in statedeferred income taxexpense related to a deferred tax
valuation allowance primarily due to a decrease in projected future taxable income over the remaining carr>*forward period of Pennsylvania net
operating losses.
TTie U.K.'s Finance Actof 201.1. enacted in July 2013. reduced the U.K. statutory income tax rate from 2.1% to 21%. effective April 1.2014and from
21%to 20%effective April I. 20I.S. Asa result. PPLreduced its netdeferred tax liabilities and recognized a deferred tax benefit in the thirdquaner of
2011 related to both rate decreases.

For the three and ninemonths ended September 10. 2014. PPLrecorded $19 million and$40 million increases to income taxexpense primarily
attributable to the expected taxable amount of cash repatriation in 2014.

During thethree andnine months ended September 10.2011. PPL recorded $10million and $24 million increases to incotne tax expen.sc primarily
attributable to a revision in the expected taxable amount of cash repatriation in 2013.

During thenine months ended .September 10. 2011. PPL recorded a taxbenefit of$19million associated with a ruling obtained from the IRS impacting
the recalculation of 2010 U.K. earningsand profits that was reflectedon an aiiKnded 2010 U.S. tax return.
In 1997. theU.K. imposed a Windfall Profits Tax(WPT) on privatized utilities, including WPD. PPL filed its tax returns for years subsequent to its
1997and 1998claims for refundon the basis that the U.K. WPT was creditable. In September2010. the U.S.Tax Court (Tax Court) ruled in PPL's
favor in a dispute with the IRS. concluding that the U.K. WPTis a creditable tax for U.S. tax purposes. In January2011, the IRS appealed theTax
Court's decision to the U.S. Courtof Appeals for theThirdCircuit (Third Circuit). In December 20! 1.theThirdCircuit issued its opinion reversing
theTaxCoun's decision, holding that the U.K. WPT is not a creditable tax. Asa result of theThird Circuit's adverse determination. PPL recorded a
$19million expense in2011. InJune 2012. the U.S. Court of Appeals fortheFifth Circuit issued a contrary opinion inan identical caseinvolving
another company. In July2012. PPL filed a petition fora writ of certiorari seeking U.S. Supreme Court review of theThird Circuit's opinion. The
Supreme Court granted PPL's petition andoral argument was held in February 2011. In May2011. theSupreme Court reversed theThird Circuit's
opinion and ruled that the WPT isa creditable lax. As a result of the SuprenK Court ruling. PPL recorded a tax benefit of$44 million during the nine
months ended September 10. 2011. of which $19 million relates to interest.

(b)

(c)

(d)

(PPL Energy Supply)

Federal income tax on InconK from Continuing Operations Before
Income Taxes at statutory tax rate • l.'i%

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
State valuation allowance adjustments
Federal and state tax resers'e adjustments
Federal income tax credits

State deferred tax rate change
Other

Total increase (decrease)
Total income taxes
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Three Month.s Nine Months

20132014 2013 2014

$ 59 $ 67 $ 19 $ 81

16 6

4

(3) 8

4

(1)
(3) (1) (5)

1

6

(6)

1 (3) 2 (4)

15 4 (3) 8

$ 74 $ 71 $ 16 $ 91
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(PPL Electric)

Three Months Nine Months

2014 2013 2014 2013

Federal income (ax on Income Before Income Taxes ai siatuiory
lax raie - 3.1% S 33 S 27 S NO S 8.1

Increase (decrease) due to:
State income taxes, net of federal income lax t>enefit
Federal and state tax reserve adjustitKnts
Depreciation not normalized
Other

.1

(2)
1

.1

(2)
(2)
(2)

17

(1)
(5)

13

(6)
(6)

(3)

4 f1) 11 (2)
Total income taxes s 37 s 26 S 121 s 83

(LKE)

Three Month.s Nine Months

2014 2013 2014 2013

Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rale - 3.1%

Increase (decrea.se) due to:
State income taxes, net of federal income tax benefit
Amortization of investment tax credit

Other

s .11 s .16 s 1.13 S 144

6

(1)
(1)

6

(1)
(2)

16

(3)

(1)

14

(3)
(2)

4 3 12 9

Total income taxes s .1.1 s .19 s 16.1 s 1.13

(LC&E)

Three Months Nine !VIonth.s

2014 2013 2014 2013

Federal income tax on Income Before Income Taxes at statutory
tax rate • 3.1% s 26 5 27 s 74 S 67

Increase (decrease) due to:
State income taxes, net of federal income lax benefit
Other

3

(2)

3

(3)

8

(4)

7

(.1)

1 4 2

Total income taxes s 27 S 27 $ 78 s 69

(KU)

Three Months Nine Months

2014 2013 2014 2013

Federal income tax on Income Before Income Taxes at statutory
s 32 s 3.1 s 98 S 9.1

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

(1)

4

(3)

10

(2)

10

(4)

Total increase (decrease)
Total income taxes

0 1 8 6

s 34 s 36 s 106 s 101

6. Utility Rate Regulation

(All Registrants except PPL Energy Supply)

The following table provides information about the regulatory assets and liabilities ofcost-based rate-regulated utility
operations.
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Currcni Rcgulalory Assets:
Environmcnial cost recovery
Gas supply clause
Fuel adjiisiiiKni clause
Demand side management
Other

Total current regulatory assets

Noncurrcnt Regulatory Assets:
Defined benefit plans
Taxes recoverable through future rates
Storm costs

Unamoni'/xd loss on debt

Interest rate swaps
Accumulated cost of removal of utility plant
ARCS

Other

Total noncurrcnt regulatory assets

Current Regulatory Liabilities:
Generation supply charge
Gas supply clause
Transmission service charge
Fuel adjustment clause
Transmission formula rate

Universal service rider

Storm damage expense
Gas line tracker

Other

Total current regulator)' liabilities

Noncurrcnt Regulatory Liabilities:
Accumulatecl cost of removal of utility plant
Coal contracts (a)
Power purchase agreement • OVEC (a)
Net deferred tax assets

Act 129 compliance rider
Defined benefit plans
Interest rate swaps
Other

Total noncurrcnt regulatory liabilities

PPL PPL Electric

September 30, December 31, September 30, December 31,
2014 2013 2014 2013

S 3 S 7

20 10
2

5 6 $ 3 S 6

S 28 S 33 S 3 S 6

S 486 s 509 $ 250 s 257

313 306 313 306

130 147 47 53

79 85 51 57

54 44

III 98 111 98

72 44

8 13 1

S 1.253 s 1.246 $ 772 $ 772

S 33 s 23 s 33 s 23

4 3
-> 8 2 8

1 4

42 20 42 20

10 10

1 14 1 14

5 6

4 •y 3 1

S 92 s 90 $ 81 s 76

S 697 s 688

69 98

94 100

27 30

18 15 s 18 s 15

29 26

90 86

4 5

S 1.028 s 1.048 s 18 s 15

LG&E KULKE

September 30, December 31, September 30, December 31, September 30, December 31,
2014 2013 2014 2013 2014 2013

Current Regulatory Assets:
Environmental cost recovery S 3 S 7 S 3 S 2 % 5

Gas supply clause 20 10 20 10

Fuel adjustment clause 2 2

l!)cmand side nunagcment 8 3 5

Other -) $

Total currcni regulator)' assets S 25 S 27 S 23 s 17 S 2 S 10

Noncurrcnt Regulatory Assets:
Defined benefit plans s 236 s 252 s 1.59 s 164 S II s 88

Storm costs 83 94 45 51 38 43

Unamorti'/xd loss on debt 28 28 18 18 10 10

Interest rate swaps .54 44 52 44 2

AROs 72 44 27 21 45 23

Other 8 12 4 5 4 7

Total noncurrcnt regulatory assets s 481 s 474 s 305 s 303 s 176 s 171

Current Regulatory Liabilities:
Gas supply clause s 4 s 3 s 4 s 3

Fuel adjustment clause 1 4 $ 1 s 4

Gas line tracker 5 6 5 6

Other 1 1 1 1

Total current regulator)' liabilities s 11 s 14 s 9 s 9 s 2 s 5
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LKE LG&E KU
September 30, December 31, September 30, December 31, September 30, December 31,

2014 2013 2014 2013 2014 2013
Noncurrenl Regulatory Liabilities:

Accumulated cost of removal

of utility plant $ 697 $ 688 S 30.*i $ 299 S 392 S 389
Coal contracts (a) 69 98 30 43 39 55
Power purchase agreement - OVEC (a) 94 100 6.3 69 29 31
Net deferred la.x assets 27 30 24 26 3 4

Defined benefit plans 29 26 29 26
Interest rale swaps 90 86 4.S 43 45 43
Other 4 5 7 2 7 3

Total noncurrent regulatory liabilities S I.OlO S 1.0.33 S 471 S 482 S 539 S .551

(a) Theseliabilicies wererecorded as offsets to cenain intangible assets thatwererecorded at fairvalue upon the acquisition of LKE by PPL

Regulatory Matters

U. K. Activities (PPL)

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result,
during the first quarter of 2014 WPD increased its existing liability by $65 million for over-recovery of line losses with a
reduction to "Utility" revenues on the Statement of Income. The total recorded liability at September 30, 2014 was $105
million, all of which will be refunded to customers from April 1,2015 through March31, 2019. The recorded liability at
December31, 2013 was $74 million. Other activity impacting the liability included reductions in the liability that have been
included in tariffsand foreign exchange movements. In June 2014, WPDapplied for judicial review of certain of Ofgem's
decisions related to closing out the DPCR4 line loss mechanism. The court has set a hearing for November 20, 2014 to hear
WPD's application for permission to seek judicial review. The primary relief sought is for Ofgem to reconsider the overall
proportionalityof penalties imposed on WPD. The entire process could last through the second quarter of 2015. PPL cannot
predict the outcome of this matter.

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

CPCN Filings

In January 2014, LG&E and KU filed an application for a CPCN with the KPSC requesting approval to build an NGCC
generating unit, Green River Unit 5, at KU's Green River generating site and a solar generating facility at the E. W. Brown
generating site. In April 2014, LG&E and KU filed a motion to hold further proceedings in abeyance to allow the companies
to assess the potential impact of certain events on their future capacity needs, including the receipt of termination notices to
be generally effective in 2019 from certain KU municipal wholesale customers. In August 2014, LG&E and KU submitted a
motion to withdraw their request to construct the Green River NGCC and the KPSC issued an order granting that request.
LG&E's and KU's CPCN application continues to request approval to construct the E. W. Brown solar generating facility.
LG&E and KU entered into a stipulation in this proceeding agreeing to certain matters with some interveners. A hearing is
scheduled to be held in November 2014, and a final order is anticipated before the end of the year. See "Federal Matters -
FERC Wholesale Formula Rates" below for additional information relating to the municipal wholesale customers.

Rate Case Proceedings

On November 4, 2014, LG&E and KU announced that on November 26, 2014, they anticipate filing requests with the KPSC
for increases in annual base electricity rates of approximately $30 million at LG&E and approximately $ 153 million at KU
and an increase in annual base gas rales of approximately $14 million at LG&E. The proposed base rate increases would
result in electricity rate increases of 2.1% at LG&E and 9.6% at KU and a gas rate increase of 4.2% at LG&E and would
become effective in July 2015. LG&E's and KU's applications each include a request for authorized returns-on-equiiy of
10.50%. The applications are based on a forecasted test year of July I. 2015 through June 30, 2016. LG&E and KU cannot
predict the outcome of these proceedings.
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Pennsylvania Activities (PPL and PPL Electric)

Storm Damage Expense Rider

In its December 2012 final rale case order, the PUC directed PPL Electric to file aproposed Storm Damage Expense Rider
(SDER). In March 2013, PPL Electric filed its proposed SDER with the PUC and, as part of that filing, requested recovery
ofthe 2012 qualifying storm costs related to Hurricane Sandy. PPL Electric proposed that the SDER become effective
January 1, 2013 at azero rate with qualifying storm costs incurred in 2013 and the 2012 Hurricane Sandy costs included in
rates effective January 1, 2014. As of December 31, 2013, PPL Electric had a$14 million regulatory liability balance for
amounts expected to be refunded to customers for revenues collected to coverstorm costs inexcess of actual storm costs
incurred during 2013. In April 2014, the PUC issued a final order approving the SDER. The SDER will be effective
January 1, 2015 and initially include actual storm costs compared to collections from December 2013 through November
2014. As aresult ofthe order, PPL Electric reduced its regulatory liability by $12 million. Also, as part ofthe order, PPL
Electric can recover Hurricane Sandy storm damage costs through the SDER over a three-year period beginning January
2015. On June 20, 2014, the Office ofConsumer Advocate filed a petition for review ofthe April 2014 order with the
Commonwealth Court ofPennsylvania. The case remains pending. Sec "Storm Costs" below for additional information on
Hurricane Sandy costs.

Storm Costs

In February 2013, PPL Electric received an order from the PUC granting permission to defer qualifying costs in excess of
insurance recoveries associated with Hurricane Sandy. At September 30, 2014 and December 31, 2013, $29 million was
included on the Balance Sheets as a regulatory asset.

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 ofAct 129 are subject to
significant penalties.

Act 129 requires Default Service Providers (DSP) to provide electricity generation supply service to customers pursuant to a
PUC-approvcd default service procurement plan through auctions, requests for proposal and bilateral contracts at the sole
discretion ofthe DSP. Act 129 requires a mix ofspot market purchases, short-term contracts and long-term contracts (4 to 20
years), with long-term contracts limited to 25% of load unless otherwise approved by the PUC. A DSP is able to recover the
costs associated with itsdefault serviceprocurement plan.

In January 2013, the PUC approved PPL Electric's DSP procurement plan for the period June I, 2013 through May 31, 2015.
In April 2014, PPL Electric filed a new DSP procurement plan with the PUC for the period June I, 2015 through May 31,
2017. In September 2014, the parties filed with the presiding Administrative Law Judge a partial settlement resolving all but
two issues in the proceeding related to the structure ofthe DSP, without direct financial impact on PPL Electric. The parties
filed briefs on those two issues. In October 2014, a Recommended Decision was issued approving the partial settlement.
This proceeding remains pending before the PUC but is not expected to have a material impact on PPL Electric.

Smart Meter Rider

Act 129 also requires installation ofsmart meters for new construction, upon the request ofconsumers and at their cost, or on
adepreciation schedule not exceeding 15 years. Under Act 129, EDCs are able to recover the costs ofproviding smart
metering technology. All of PPL Electric's mctercd customers currently have advanced meters installed at their service
locations capable ofmany ofthe functions required under Act 129. PPL Electric conducted pilot projects and technical
evaluations of its current advanced metering technology and concluded that the current technology does not meet all of the
Act 129 requirements. PPL Electric recovered the cost of its evaluations through a cost recovery mechanism, the Smart
Meter Rider (SMR). In August 2013, PPL Electric filed with the PUC an annual report describing the actions it was taking
under its Smart Meter Plan during 2013 and its planned actions for 2014. PPL Electric also submitted revised SMR charges
that became effectiveJanuary 1, 2014. On June 30, 2014, PPL Electric filed its final Smart Meter Plan with the PUC. In that
plan, PPL Electric proposes to replace all of its current meters with advanced meters that meet the Act 129 requirements.
Full deployment ofthe new meters is expected to be complete by the end of2019. The total cost ofthe project is estimated to
be approximately $450 million. PPL Electric proposes to recover these costs through the SMR which the PUC previously
has approved for recovery ofsuch costs. The PUC assigned PPL Electric's plan to an Administrative Law Judge for hearings
and preparation ofa recommended decision. PPL Electric cannot predict the outcome ofthis proceeding.
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Distribution System Improvement Charge

Aci 11 auihorizcs the PUC (o approve two specific ralcmaking mechanisms: (he use of afully projected future test year in
base rate proceedings and, subject to certain conditions, the use of aDSIC. Such alternative ratemaking procedures and
mechanisms provide opportunity for accelerated cost-recovery and, therefore, arc 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 aFinal Implementation Order adopting procedures
guidelines and amodel tariff for the implementation of Act 11. Act II requires utilities to file an LTIIP as aprerequisite to
filing for recovery through the DSIC. The LTIIP is mandated to be afive- to ten-year plan describing projects eligibie for
inclusion in the DSIC. or j ^

In September 2012, PPL Electric filed its LTIIP describing projects eligible for inclusion in the DSIC and, in an order entered
on May 23, 2013, the PUC approved PPL Electric's propo.sed DSIC with an initial rate effective July 1, 2013, subject to
refund after hearings. The PUC also assigned four technical recovery calculation issues to the Office of Administrative Law
Judge for hearing and preparation of arecommended decision. In August 2014, the presiding Administrative Law Judge
issued arecommended decision which would not have asignificant impact on PPL Electric. This matter remains pendinc
before the PUC. ^

Federal Matters

FERCFormula Rates (PPL andPPL Electric)

Transmission rales are regulated by the FERC. PPL Electric's transmission revenues are billed in accordance with aFERC-
approved PJM open access transmission tariff that utilizes a formula-based rate recovery mechanism. The formula rate is
calculated, in part, based on financial results as reported in PPL Electric's annual FERC Form I filed under the FERC's
Uniform System of Accounts.

PPL Electric initiated its formula rate 2012, 2011 and 2010 Annual Updates. Each update was subsequently challenged by a
group of municipal customers, whose challenges were opposed by PPL Electric. Between 2011 and 2013, numerous '̂hearings
before the FERC and settlement conferences were convened in an attempt to resolve these matters. Beginning in the second
half of 2013, PPL Electric and the group of municipal customers exchanged confidential settlement proposals. In September
2014, the parties filed aJoint Offer of Settlement with the FERC resolving all issues in the pending challenges, and including
rcfu^s ol certain insignificant amounts to the municipalities. The settlement judge certified the uncontested settlement to
the FERC with a recommendation that it beapproved.

FERC Wholesale Formula Rates (LKE and KU)

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-ba.sed rates with asubsequent true-up to actual costs, replacing the current formula which
does not include atrue-up. KU's application proposed an authorized return on equity of \0.1%. Certain elements, including
the new lormula rate, became effective April 23, 2014, subject to refund. In April 2014, nine municipalities submitted
notices of termination, under the original notice period provisions, to cease taking power under the wholesale requirements
contracts. Such terminations are to be effective in 2019, except in the case ofone municipality with a2017 effective date. In
July 2014, KU agreed on settlement terms with the two municipal customers that did not provide termination notices and
filed the settlement proposal with the FERC for its approval. In August 2014, the FERC issued an order on the interim
settlement agreement allowing the proposed rates to become effective pending a final order. If approved, the settlement
agreement will resolve the rate case with respect to these two municipalities, including an authorized return on equity of 10%
or the return on equity awarded to other parties in this case, whichever is lower. Also in July 2014, KU made acontractually
required filing with the FERC thai addressed certain rate recovery matters affecting the nine terminating municipalities
during the remaining term oftheir contracts. KU and the terminating municipalities continue settlement discussions in this
proceeding. KU cannot currently predict the outcome of its FERC applications regarding its wholesale power agreements
with the municipalities.
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7. Financing Activities

Credit Arrangements and Short-term Debt

(All Regisiranis)

The Regisiranis maintain crcdil facililies to enhance liquidity, provide credit support and provide abackstop to commercial
paper programs. For reporting purposes, on aconsolidated basis, the credit facilities and commercial paper programs of PPL
Energy Supply, PPL Electric, LKE, LG&E and KU also apply to PPL and the credit facilities and commercial paper
programs ofLG&E and KU also apply to LKE. The amounts borrowed below are recorded as "Short-term debt" on the
Balance Sheets. The following credit facilities were in place at:

September 30, 2014

Borrtawed

97

Letters of

Crcdil

und

Commcreial
Paper
Lssucd

Unu.scd
Capacity

III

24.1

100

100

too

December 31, 2013

Letters of

Credit

and

Commercial
Paper

Borrowed l.s.sued

103

Expiration

PPL
Date Capacity

U.K.

PPL WW Syndicated
Credit Facility Dec. 2016 £ 210 £

WPD (South West)
SyndicatedCredit Facility July 2019 24.1

WPD (lEasi Midlands)
SyndicatedCredit Facility July 2019 100

WPD (West Midlands)
Syndicated Credit Facility July 2019 100

Uncommitted Credit Facilities 10.1
Total U.K. Credit Facililies (a) £ 1.160 £ 97 £ .1 £ 1.0.18 £ 101 £

July 2019 S
Nov. 2018

Mar. 201.^

Nov. 2017

Mar. 201.-5

July2019 £

Oct. 2018 S

July 2019 S

M,
PPL Capital Funding

SyndicatedCredit Facility
SyndicatedCredit Facility(b)
Bilateral Credit Facility
Uncommitted Credit Facility
Total PPL Capital Funding Credit Faeititie.s

PPI> Kneritv Snptilv
SyndicatedCredit Facility(b)
l-ctter of Credit Facility
Uncommitted Credit Facilities

Total PPL EnergySupplyCredit Facilities

PPL Electric

SyndicatedCredit Facility

LKE

SyndicatedCredit Facility(b)

LG&E

SyndicatedCredit Facility

KU

SyndicatedCredit Facility
Letter of Credit Facility (c)

Total KU Credit Facilities

July 2019
May 2016

300

.100

l.-^O

e.s

8I.S

1.000

i.so

IT.S

1.12.'> S

100

7.-5 S

.*500

400

198

.S98

.190

.190 S

7.1

82

111

74

269 S

141 S

1.10

198

128 S

100

100

1.10

6.1

81.1 S

2.128

17

101

2.466

299

.1.17

270

270

270

270

7.1

29

118

77

244

21

20

1.10

198

.148

(a)

(b)

(c)

PPL WW's amounts borrowed at Sepietnber 10. 2014 and December 11. 2011 were USD-denominated borrowings ofSI6I million and SI66 million,
which bore interest at 1.86% and 1,87%. At September .10. 2014. the unused capacity under the U.K. credit facilities was $1.8 billion.
At September .10. 2014. interest rates on outstanding borrowings were 2.04% for PPL Energy Supply and 1.66% for LKE. At December 11. 2011,
interest rates onoutstanding borrowings were 1.79% for PPL Capital Funding and 1.67% for LKE.
Ih October 2014. the KU letter of credit facility was terminated and replaced with anew letter of credit facility with the same capacity expiring October

PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-
term liquidity needs, as necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are
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at:
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PPL Electric

LG&E

KU

Total

Weighted -
Average

lntcrc.st Rale

0.29%

0.29%

September 30, 2014

Capacity

300

3.'iO

1.000 s

Commercial
Paper

Issuances

143

130

273 S

Unused

Capacity

300

207

220

727

December 31, 2013
Weighted -

Average
Interest Rate

0.23% S

0.29%

0.32%

Commercial
Paper

Issuances

20

20

I.to

190

In August 2014, PPL Energy Supply terminated its commercial paper program.

(PPL and PPL Energy Supply)

PPL Energy Supply maintains a$500 million Facility Agreement expiring June 2017, which provides PPL Energy Supply the
ability to request up to $500 million ofcommitted leller ofcredit capacity at fees to be agreed upon at the time ofeach
request, based on certain market conditions. At September 30, 2014, PPL Energy Supply had not requested any capacity for
the issuance of lettersof credit under this arrangement.

PPL Energy Supply, PPL EnergyPlus, PPL Montour and PPL Brunncr 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 PPLEnergy 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 2018, but is subject to automatic one-year renewals under certain conditions. There were $59
million of secured obligations outstanding under this facility at September 30, 2014.

(PPL Electric and LKE)

See Note I I for discussion of intercompany borrowings.

Long-term Debt and Equity Securities

(PPL)

In March2014, PPL Capital Funding remarketed $978 million of 4.32% Junior Subordinated Notes due 2019 that were
originally issued in April 2011 as acomponent ofPPL's 2011 Equity Units. In connection with the rcmarkcting, PPL Capital
Funding retired $228 million of the4.32?o Junior Subordinated Notes due 2019and issued $350 million of 2.189% Junior
Subordinated Notes due 2017 and $400 million of3.l84% Junior Subordinated Notes due 2019. Simultaneously, the newly
issued Junior Subordinated Notes were exchanged for $350million of 3.95% Senior Notes due 2024 and $400 million of
5.00% Senior Notes due 2044. The transaction was accounted for as adebt extinguishment, resulting in a$(9) million gain
(loss) onextinguishment of the Junior Subordinated Notes, recorded to "Interest Expense" on the Statement of Income.
Except lor the $228 million retirement of the 4.32% Junior Subordinated Notes and fees related to the transactions, the
activity was non-cash and was excluded from the Statement ofCash Flows for the nine months ended September 30, 2014.
In May 2014, PPL issued 31.7 million shares of common stock at $30.86 pershare to settle the 2011 Purchase Contracts.
PPL received net cash proceeds of$978 million, which were used to repay short-term debt and for general corporate
purposes.

(PPL and PPL Energy Supply)

In August 2014, PPL Energy Supply repaid the entire $300 million principal amount ofits 5.40% Senior Notes upon
maturity.

(PPL and PPL Electric)

In June 2014, PPL Electric issued $300 million of4.125% First Mortgage Bonds due 2044. PPL Electric received proceeds
of$294 million, net ofadiscount and underwriting fees, which were used for capital expenditures, to repay short-term debt
and for general corporate purposes.
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Distributions {PPL)

In August 2014, PPL declared its quarterly common stock dividend, payable October 1, 2014, at 37.25 cents per share
(equivalent to $1.49 per annum). Future dividends, declared at the discretion ofthe Board ofDirectors, will be dependent
upon future earnings, cash flows, financial and legal requirements and other factors.

8. Acquisitions, Development and Divestitures

(All Regislrants)

The Registrants from lime 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 orpursue other options. Any resulting transactions may
impact future financial results. See Note 8 in the 2013 Form lO-K for additional information.

Divestitures

Anticipated Soinoff of PPL Energy SuddIv

(PPL and PPL Energy Supply)

InJune 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to combine their
competitive power generation businesses into a new, stand-alone, publicly traded company named Talen Energy. Under the
terms ofthe agreements, at closing, PPL will spin offto PPL shareowners the parent of PPL Energy Supply, recently formed
for purposes ofthis transaction, which by merging with a special purpose subsidiary ofTalen Energy, will immediately
thereafter become a subsidiary ofTalen Energy. Substantially contemporaneous with the spinoff and merger, RJS Power will
be contributed, directly or indirectly, by its owners to become a subsidiary ofTalen Energy. Following completion of these
transactions, PPL shareowners will own 65%of Talen Energy and affiliates of Riverstone will own 35%. PPL will have no
continuing ownership interest in, control of, or affiliation with Talen Energy and PPL's shareowners will receive a number of
Talen Energy shares at closing based on the number of PPL shares owned asof the spinoff record date. The spinoff will have
no effect on the number of PPL common shares owned by PPLshareowners or the number of sharesof PPLcommon stock
outstanding. The transaction is intended to be tax-free to PPL and its shareowners for U.S. federal income tax purposes and
is subject tocustomary closing conditions, including receipt of certain regulatory approvals by the NRC, FERC, DOJ and
PUC. In addition, there must be available, subject to certain conditions, at least $1billion of undrawn capacity after
excluding any letters ofcredit orother credit support measures posted in connection with energy marketing and trading
transactions then outstanding, under a Talen Energy (or its subsidiaries) revolving credit orsimilar facility. The transaction is
expected to close in the first or second quarter of 2015.

(PPL. PPL Energy Supply and PPL Electric)

Following the announcement ofthe transaction to form Talen Energy, efforts were initiated to identify the appropriate
staffing for Talen Energy and for PPL and its subsidiaries following completion of the spinoff. Organizational plans were
substantially completed in the third quarter of2014 and staffing selections are in progress and expected to be completed by
the end of 2014.

The new organizational plans identify the need to resize and restructure the organizations of both PPL and PPL Energy
Supply. As a result, during the third quarter of2014, estimated charges for employee separation benefits were recorded in
"Other operation and maintenance" on the Statement of Income and in "Other current liabilities" on the Balance Sheet as
follows.

I'I'L KncrRj- PHI.
PPL Supply Electric

SeparationtKncfiis 5 .10 $ 12 S 1
Number of positions 26.1 100 10

The separation benefits incurred include cash severance compensation, lump sum COBRA reimbur.sement payments and
outplacement services. As stalfing selections arecompleted, revisions to the estimated costs will be recognized primarily in
the fourth quarter of 2014.
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Additional costs to be incuircd include accelerated stock based compensation and pro-rated performance based cash incentive
and stock based compensation awards primarily for PPL Energy Supply employees and for PPL employees who will become
PPL Energy Supply employees in connection with the transaction. These costs will be recognized at the spinoff closing date.
PPL and PPL Energy Supply estimate these additional costs will be in the range of $30 million to$40 million.

(PPL)

As a result ofthe spinoff announcement, PPL recorded $3 million and $49 million ofdeferred income lax expense during the
three and nine months ended September 30, 2014, to adjust valuation allowances on deferred tax assets primarily for slate net
operating loss carryforwards that were previously supported by the future earnings of PPL Energy Supply.

In addition, PPL recorded $5 million and $21 million of third-party costs during the three and nine months ended
September 30, 2014 related to this transaction primarily in "Other Income (Expense) - net" on the Statement of Income, for
investment bank advisory, legal, consulting and accounting fees. PPL currently estimates a range of total third-party costs
that will ultimately be incurred of between $60 million and $70 million.

The assetsand liabilities of PPL Energy Supply will continue to be classified as "heldand used" on PPL's Balance Sheet until
the closing ofthe transaction. The spinoff announcement was evaluated and determined not to be an event ora change in
circumstance that required a rccovcrability test ora goodwill impairment assessment. However, an impairment loss could be
recognized by PPL at the spinoff date if the aggregate carrying amount of PPL Energy Supply's assets and liabilities exceeds
its aggregate fair value at that date. PPL cannot currently predict whether an impairment loss will be recorded at the spinoff
dale.

(PPL Energy Supply)

PPL Energy Supply will treat the combination with RJS Power asan acquisition, asPPL Energy Supply will be considered
theaccounting acquirer in accordance with business combination accounting guidance.

Discontinued Operations

Montana Hydro Sale Agreement (PPLand PPL Energy Supply)

In September 2013, PPL Montana e.xecuted a definitive agreement to .sell to Northwestern 633 MW of hydroelectric
generating facilities located in Montana for $900 million in cash, subject tocertain adjustments. Total net cash proceeds of
thesalearccurrently estimated to be$880million. The sale includes 11 hydroelectric power facilities and related assets,
included in the Supply segment.

In September 2014, the MPSC approved the transaction. As a result, these hydroelectric generating facilities met the "held
for sale" criteria in the third quarter of 2014. Thesale isexpected toclose in the fourth quarter of 2014.

Following arc the components of Discontinued Operations in the Statements of Income for the periods ended September 30.

Tliret: Month,s Nine Monttis

Opcraiing rcvcnuw
Operaiing expenses
Operating inconx: (loss)
Interest expense (a)
InconK (loss) l>cfore income taxes
income lax expense (ixncfil)
income (t_oss) from Discontinued Operations

2014 2013 2014 2013

s 33

20

S 3!

20

S 103

77

S 110

.59

13
2

I 1

2
26

6
51

8

11

4

9

3
20

to
43

15

s 7 s 6 S 10 s 28

(a) Represents allocated interest expense basedupon debtattributable to thegeneration faciltiies being .sold.

The majorclassesof "Assetsof discontinued operations" on the Balance Sheet at September30, 2014, were$544 million of
PP&E, netand $82 million of Goodwill for PPL ($14 million for PPL Energy Supply). Corresponding amounts at
December 31, 2013 were $614 million of PP&E, net, and similar amounts for Goodwill, which have not been reclassified on
the Balance Sheet as of that date.
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Hydroelectric Expansion Projects {PPL andPPL Energy Supply)

In January 2014, the U.S. Department ofTreasury awarded $56 million for Specified Energy Properly in Lieu ofTax Credits
for the Rainbow hydroelectric redevelopment project in Great Falls, Montana. PPL Energy Supply accepted and accounted
for the receipt ofthe grant in the first quarter of2014, PPL Energy Supply was required to recapture $60 million of
investment tax credits previously recorded related to the Rainbow project as a result of the grant receipt. The impact on the
financial statements for the grant receipt and recapture ofinvestment tax credits was included in "Income (Loss) from
Discontinued Operations (net ofincome taxes)" and was not significant for the three and nine months ended September 30,
2014, and will not be significant in future periods.

In July 2014, the U.S. Department ofTreasury awarded $108 million for Specified Energy Property in Lieu ofTax Credits
for the Holtwood hydroelectric project in Holtwood, Pennsylvania. PPL Energy Supply accepted and accounted for the
receipt o( the grant in the third quarter of2014. PPL Energy Supply was required to recapture $117 million ofinvestment tax
credits previously recorded related to the Holtwood project as a result ofthe grant receipt. The impact on the financial
statements for the grant receipt and recapture of investment tax credits was not significant for the three and nine months
ended September 30, 2014, and will not besignificant in future periods.

Future Capacilv Needs (PPL, LKE, LG&E and KU)

Construction activity continues on the previously announced NGCC unit. Cane Run Unit 7, scheduled to be operational in May
2015. In October 2013, LG&E and KU announced plans to build a second NGCC unit. Green River Unit 5,at KU's Green River
generating site. Subject to finalizing details, regulatory applications, permitting and construction schedules, the facility was to have
approximately 700 MW ofcapacity at acost of$700 million and was originally planned to be operational in 2018. At the same
time, LG&E and KU also announced plans for a 10 MW solar generation facility to be operational in 2016 atacost of
approximately $36 million. In August 2014, LG&E and KU submitted a motion to withdraw their request to construct the Green
River NGCC and the KPSC issued an order granting that request. LG&E's and KU's CPCN application continues to request
approval to construct the E. W. Brown solar generating facility. Afinal Order is anticipated during the first quarter of2015.

9. Defined Benefits

(PPL, PPL EnergySupply and PPL Electric)

Effective July I.2014, PPL's primary defined benefit pension plan and postretiremcnt medical plan were closed to newly
hired IBEW Local 1600 employees. All ofPPL's deiined benefit pension plans are now closed to newly hired employees.

(AH Registrants except PPL Electric and KU)

Certain not periodic defined benefit costs are applied to accounts that are further distributed between capital and expense,
including certain costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the
net periodic defined benefit costs (credits) of the plans sponsored by PPL, PPL Energy Supply, LKE and LG&E for the
periods ended September 30:

Pcn.sion Benefits

Ttiree Mi)nth.s Nine Months
U.S. U.K. U.S. U.K.

2014 2013 2014 2013 2014 2013 2014 2013
PPL

SerN'icc co."!! S 26 S 31 $ 18 S 18 S 77 S 94 S 54 S 52
Inieres( co-st .S8 55 90 79 05 160 268 238
Expected return on plan assets 05) (7.3) (1.13) (11.'^) (224) (220) (395) (346)
Amonizaiion of:

Prior service cost 5 6 \5 17
Actuarial (gain) loss 8 20 34 .17 2.1 60 too 112

Net pcriotlic defined benefit
costs (credits) prior to
tcnninatiun t>encfits .17 9 19 66 111 27 56

Termination benefits (a) 0) 13
Net periodic defined l>enefit
costs (credits) S ]5 S .17 S 9 s 19 S 79 S tit S 27 S 56
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(a) See Note 10 for details ofaonc-tiine voluntary retirement window offered to certain bargaining unit employees.

Pension Benefits

Three Months Nine Months

2014 2013 2014 2013
PPL Eneri'v Sunnlv

Service cost $ 1 S 1 s 4 S s
Interest cost 3 •> 7 6
Expected return on plan assets (3) (2) (8) (7)
Amortization of;

Actuarial (gain) loss 1 1
Net periodic defined benefit costs (credits) S 1 S 2 $ 4 s 6

LKE

Service cost s .•> S 6 S 16 s 19
Interest co.si 17 16 -•SO 47
Expected reium on plan assets (21) (20) (62) (61)
Amortization of:

Prior service cost 1 1 3 3
Actuarial (gain) loss 4 8 10 73

Net periodic defined benefit costs (credits) s 6 S II $ 17 s 33

LG&E

Scrx'ice cost S 1 S 1 s •7

Interest cost s 4 3 11 10
Expected return on plan assets (4) (5) (14) (15)
Amortization of:

Prior service cost 1 1 2 ?

Actuarial (gain) loss 1 3 4 10
Net periodic defined benefit costs (credits) s 2 S 3 S 4 s 9

Other Postrctiremcnt Bcncfiu;
Three Months Nine Months

2014 2013 2014 2013
PPL

Service cost s 3 S 4 S 9 s 11
Interest cost 8 7 24 '>1
Expected return on plan assets (6) (6) (19) (18)
Amortization of:

Actuarial (gain) loss 1 4
Net periodic defined benefit costs (credits) s .s s 6 S 14 s 18

LKE

Service cost s 1 $ 2 S 3 s 4
Interest cost -7 •7 7 6
Expected return on plan assets (1) (2) (4) (4)

Prior service cost

Net perio<iic defined benefit costs (credits)

(AH Regisiranis except PPL)

3 S 8 S

In addition to the specific plans they sponsor, PPL Energy Supply subsidiaries arc also allocated costs of defined benefit
plans sponsored by PPL Services, and LG&E is allocated costsof 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 costsof defined benefit plans sponsored by PPLServices and KU is allocated
costsof dclined benefit plans sponsored by LKE based on their participation in those plans, which management believes are
reasonable. For theperiods ended September 30, PPL Services allocated the following net periodic defined benefit costs to
PPL Energy Supplysubsidiaries and PPL Electric, and LKEallocated the following net periodic defined benefit costs to
LG&E and KU.

PPL Energy Supply (a)
PPL Electric (a)
LG&E

KU
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9n,T'''V';'' rr,'" '̂ Ir Sep^-nbcr 30. 2014 include S(,S) million and S(2) million and Ihe nine monlh., ended^piembcr 30. 2014 include $I Imillion and S2 million of tenmnalion bcnefils ivlaicd lo aone-limc volunmry reiircmcnl window offered lo cenain
bargaining unitemployees. Sec Note lOforaddiiionalinformation.

10. Commitments and Contingencies

Energy Purchase Commitments

(PPL Eleciric)

See Noic 11 for inforniation on the power supply agreements between PPL EncrgyPlus and PPL Electric.

Legal Matters

(All Registrants)

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.

WKE Indemnification (PPLand LKE)

See footnote (h) to the table in "Guarantees and Other Assurances" below for information on an LKE indemnity relating to its
former WKE lease, including related legal proceedings.

(PPL and PPL EnergySupply)

Sierra Club Litigation

On March 6, 2013, the Sierra Club and the MEIC filed acomplaint in the U.S. District Court. District of Montana, Billings
Division against PPL Montana and the other Colstrip Steam Electric Station (Colstrip) co-owners; Avista Corporation, Pugct
Sound Energy, Portland General Electric Company, Northwestern and PaciHCorp. PPL Montana operates Colstrip on behalf
of the co-owners. The suit alleges certain violations of the Clean Air Act. including New Source Review, Title Vand opacity
requirements and listed 39 separate claims for relief. The complaint requests injunclive relief and civil penalties on average
of $36,000 per day per violation, including arequest that the owners remediate environmental damage and that $100,000 of
the civil penalties be used for beneficial mitigation projects.

In July 2013, the Sierra Club and MEIC filed an additional Notice, identifying additional plant projects that arc alleged not to
be in compliance with the Clean Air Act and, in September 2013, filed an amended complaint. The amended complaint
dropped all claims regarding pre-2001 plant projects, as well as the plaintiffs' Title Vand opacity claims. It did, however,
add claims with respect to anumber of post-2000 plant projects, which effectively increased the number of projects subject to
the litigation by about 40. PPL Montana and the other Colstrip owners filed amotion to dismiss the amended complaint in
October 2013. In May 2014, the court dismissed the plaintiffs' independent Best Available Control Technology claims and
their Prevention ofSignificant Deterioration (PSD) claims for three projects, but denied the owners' motion to dismiss the
plaintiffs other PSD claims on statute oflimitation grounds.. In October 2014, trial as to liability in this matter was re
scheduled to August 2015. Atrial date with respect to remedies, ifthere is a finding ofliability, has not been scheduled. On
August 27, 2014, the Sierra Club and MEIC filed asecond amended complaint. This complaint includes the same causes of
action articulated in the first amended complaint, but alleges those claims in regard to only eight projects at the plant between
2001 and 2013. On September 26, 2014, the Colstrip owners filed an answer to the second amended complaint. Discovery is
ongoing. PPL Montana believes it and the other co-owners have numerous defenses to the allegations set forth in this
complaint and will vigorously assert the same. PPL Montana cannot predict the ultimate outcome of this matter at this time.

Notice of Intent to File Suit

On October 20. 2014. PPL Energy Supply received anotice letter from the Chesapeake Bay Foundation (CBF) alleging
violations ofthe Clean Water Act and Pennsylvania Clean Streams Law at the Brunner Island generation plant. The leuer
was sent to PPL Brunner Island and the PADEP and is intended to provide notice ofthe alleged violations and CBF's intent lo
file suit in Federal court after expiration of the 60 day statutory notice period. Among other things, the letter alleges that PPL
Brunner Island failed to comply with the terms ofits National Pollutant Discharge Elimination System permit and associated
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rcgulaiions related to the application of nutrient credits to the facility's discharges of nitrogen to the Susquchanna River. The
letter also alleges that PADEP has failed to ensure that credits generated from nonpoint source pollution reduction activities
that PPL Brunncr Island applies to its discharges meet the eligibility and certification requirements under PADEP's nutrient
trading program regulations. If acourt-approved settlement cannot be reached, CBF plans to seek injunctive relief, monetary
penalties, fees and costs of litigation. PPL and PPL Energy Supply cannot predict the outcome of this matter.

(PPL. LKE and LG&E)

Cane Run Environmental Claims

On December 16, 2013, six residents, on behalf of themselves and others similarly situated, filed aclass action complaint
against LG&E and PPL in the U.S. District Court for the Western District ofKentucky alleging violations ofthe Clean Air
Act and RCRA. In addition, these plaintiffs assert common law claims of nuisance, trespass and negligence. These plaintiffs
seek injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the common
law claims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property
values for aclass consisting of residents within four miles of the plant. In their individual capacities, these plaintiffs seek
compensation for alleged adverse health effects. In response to amotion to dismiss Tiled by PPL and LG&E, on July 17,
2014 the court dismissed the plaintiffs' RCRA claims and all but one ofits Clean Air Act claims, but declined to dismiss their
common law tort claims. Upon motion ofLG&E and PPL, the district court certified for appellate review the issue of
whether the common law claims arc preempted by statute, but the U.S. Court of Appeals for the Sixth Circuit has yet to
accept the case for review. PPL, LKE and LG&E cannot predict the outcome of this matter or the potential impact on
operations o( the Cane Run plant. LG&E has previously announced that it anticipates retiring the coal-fired units at Cane
Run before the end of 2015.

Mill Creek Environmental Claims

In May 2014, the Sierra Club filed acitizen suit against LG&E in the U.S. District Court for the Western District of
Kentucky for alleged violations of the Clean Water Act. The Sierra Club alleges that various discharges at the Mill Creek
plant constitute violations of the plant's water discharge permit. The Sierra Club seeks civil penalties, injunctive relief, plus
costs and attorney's fees. PPL, LKE and LG&E cannot predict the outcome of this matter or the potential impact on the
operations ofthe Mill Creek plant but believe the plant is operating in compliance with the permits.

Regulatory Issues

(All Regi.siranis except PPL Energy Supply)

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

(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 (the Act). To create incentives for the development ofnew, in-state electricity generation facilities, the Act
implemented 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 ofPublic Utilities (BPU), to certain new
generators participating in PJM, with the ultimate costs ofthat guarantee to be borne by New Jersey ratepayers. PPL believes
the intent and effect ofthe LCAPP is to encourage the construction ofnew 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 toencourage necessary generation investment throughout PJM.

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 and Commerce
clauses of the U.S. Constitution and requesting declaratory and injunctive relief barring implementation ofthe Act by the
BPU Commissioners. In October 2013, the U.S. District Court in New Jersey issued adecision finding the Act
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate
the wholesale sale ofelectricity in interstate commerce. The decision was appealed to the U.S. Court ofAppeals for the
Third Circuit (Third Circuit) by CPV Power Development, Inc., Hess Newark, LLC and the State ofNew Jersey. In
September 2014, the Third Circuit affirmed the District Court's decision.
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Maryland Capacity Order

In April 2012, Ihe Maryland Public Service Commission (MD PSC) ordered Ihree eicclric ulililics in Maryland to enter into
long-ierm conlracts to support the construction of new cicciricity generating faciiilics in Maryland, specifically a661 MW
natural gas-hrcd 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-
approvcd PJM economic model, such new generation would not be economic. The MD PSC action could depress capacity
prices in PJM mthe 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 acomplaint in U.S. District Court in Maryland (District
Court) 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, and requested declaratory and injunctive relief barring implementation of the
order by the MD PSC Commissioners. In September 2013, the District Court issued adecision finding the MD PSC order
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate
the wholesale sale ofeleclricity in interstate commerce. The decision was appealed to the U.S. Court of Appeals for the
Fourth Circuit (Fourth Circuit) by CPV Power Development, Inc. and the Stale of Maryland. In June 2014, the Fourth
Circuit aflirnied the District Court's opinion and subsequently denied the appellants' motion for rehearing.

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 ofAppeals for the Ninth Circuit reversed the FERC's decision and ordered the FERC to
consider additional evidence. In October 2011, the FERC initiated proceedings to consider additional evidence. In July
2012, PPL Montana and the City of Tacoma, one of the two parties claiming refunds at FERC, reached asettlement whereby
PPL Montana paid $75 thousand to resolve the City ofTacoma's $23 million claim. The settlement docs not resolve the
remaining claim outstanding at September 30, 2014 by the City of Seattle for approximately $50 million. Hearings before a
FERC Administrative Law Judge (AU) regarding the City of Seattle's refund claims were completed in October 2013 and
briefing was completed in January 2014. In March 2014, the AU issued an initial decision denying the City of Seattle's
complaint against PPL Montana. The initial decision is pending review by the FERC.

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 ofany additional governmental investigations or named in other lawsuits or
refund proceedings. Consequently, PPL and PPL Energy Supply cannot estimate arange of reasonably possible losses, if
any, related to this matter.

(All Regisiranis)

FERC Market-Based Rate Authority

In 1998, the FERC authori/xd LC&E, KU and PPL EnergyPlus to make wholesale sales of electricity 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 ofPPL
Generation ssubsidiaries. In December 2013, PPL and these subsidiaries filed market-based rate updates for the Eastern and
Western regions. In June 2014, the FERC accepted PPL's and its subsidiaries' updated market power analysis finding that
they qualily lor continued market-based rate authority in the Western region, which acceptance became final in July 2014.
The filings lor the Eastern region remain pending before the FERC. The Registrants cannot predict the ultimate outcome of
the update filings for the Eastern region at this time.

Electricity - 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.
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The Reliability Standards have the force and effect of law and apply to certain users of the bulk power electricity system
including electric utility companies, generators and marketers. Under the Federal Power Act, the FERC may assess civil'
penalties of up to $I million perday, per violation, for certain violations.

LC&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 ofanumber of potential violations is pending. Any Reoional
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.

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 ofpotential non-compliance may be identified from time to time. The
Registrants cannot predict the outcome of these matters, and cannot estimate arange of reasonably possible losses, if any.

As previously reported, in October 2012, the FERC initiated its consideration of proposed changes to Reliability Standards to
address the impacts of geomagnetic disturbances on the reliable operation of the bulk-power system, which might, among
other things, lead to arequirement to install equipment that blocks gcomagnelically induced currents on implicated

••^^"''•'"8 NERC tosubmit two types of Reliability Standardslor FERC sapproval. The first type would require certain owners and operators of the nation's electricity infrastructure, such
as the Registrants, to develop and implement operational procedures to mitigate the effects of geomagnetic disturbances on
the bulk-power system. This NERC-proposed standard was filed by NERC with FERC for approval in January 2014 and was
approved on June 19, 2014. The second type is to require owners and operators of the bulk-power system to assess certain
geomagnetic disturbance events and develop and implement plans to protect the bulk-power system from those events and
must be filed by NERC with FERC for approval by January 22, 2015. The Registrants may be required to make significant
e.xpcnditures in new equipment or modifications to their facilities to comply with the new requirements. The Registrants are
unable to predict the amount of any expenditures that may be required as aresult of the adoption of any Reliability Standards
for geomagnetic disturbances.

Environmental Matters - Domestic

(All Registrants)

Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to
modify, curtail, replace or cease operation of certain facilities or performance of certain 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 ofestimating the future cost impact ofthese permits and rules.

LG&E and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as
amended, and those federal, stale or local environmental requirements which are applicable to coal combustion wastes and
by-products from facilities that generate electricity from coal in accordance with approved compliance plans. Costs not
covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rate recovery before the
companies' re.spcciivc state regulatory authorities, or the FERC, if applicable. Because PPL Electric does not own any
generating plants, its exposure to related environmental compliance costs is reduced. As PPL Energy Supply is not a rate-
regulated entity, it cannot seek to recover environmental compliance costs through the mechanism of rate recovery. PPL,
PPL Electric, LKE, LG&E and KU can provide no assurances as to the ultimate outcome offuture environmental orrate
proceedings before regulatory authorities.

(AllRegistrants except PPL Electric)

CSAPR (formerly CleanAir Transport Rule) and CAIR

In July 2011, the EPA adopted the CSAPR. The CSAPR replaced the EPA's previous CAIR which was invalidated in July
2008 by the U.S. Court of Appeals for the District of Columbia Circuit (D.C. Circuit Court). The CAIR subsequently was
effectively reinstated by the D.C. Circuit Court in December 2008, pending finalization of the CSAPR. Like the CAIR, the
CSAPR targeted sources in the eastern U.S. and would have required reductions in sulfur dioxide and nitrogen oxides in two
phases (2012 and 2014).
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In December 2011, the D.C. Circuit Court stayed implementation of the CSAPR and left the CAIR in effect pending afinal
decision on the validity of the rule. In August 2012, the D.C. Circuit Court issued aruling invalidating the CSAPR,
remanding the rule to the EPA for further action, and leaving the CAIR in place during the interim. In April 2014, the US
Supreme Court reversed and remanded the D.C. Circuit Court's August 2012 decision, and on October 2^^, 2014 the DC
Circuit Court lifted the Slay ofCSAPR, granting EPA's request.

PPL, PPL Energy Supply, LKE, LG&E and KU arc preparing for Phase Iannual trading programs for nitrogen oxide and
sulfur dioxide to commence on January 1,2015. Phase 1ozone season trading will begin on May 1,2015. Phase 2
reductions impacting the annual and ozone season trading programs would lake effect in 2017 and continue into the future.
Based on analyses conducted in 2011 to prepare for CSAPR compliance, PPL, PPL Energy Supply, LKE, LG&E and KU do
not anticipate significant compliance costs, however these analyses will be reviewed under current market and operating
conditions to make further assessments on compliance impacts.

National AmbientAirQualityStandards

In 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As aresult, states in the ozone transport
region (OTR), including Pennsylvania, arc required by the Clean Air Act to impose additional reductions in nitrogen oxide
emissions based upon reasonably available control technologies. The PADEP has issued adraft rule requiring reasonable
reduction; however, the proposal is being questioned as too lenient by the EPA, other OTR states and environmental groups.
The PADEP may impose more stringent emission limits than those set forth in the proposed rule which could have a
significant impact on PPL Energy Supply's Pennsylvania coal plants. The EPA is expected to further lighten the ozone
standard in the near term, which may require further nitrogen oxide reductions, particularly within the OTR.

In December 2012, the EPA issued final rules that tighten the National Ambient Air Quality Standard for fine particulaies.
The rules were challenged by industry groups, and on May 9, 2014 the D.C. Circuit Court upheld them. Under the final
rules, states and the EPA have until 2015 to identify non-attainment areas, and states have until 2020 to achieve attainment
for those areas.

In 2010, the EPA finalized anew National Ambient Air Quality Standard for sulfur dioxide and required states to identify
areas that meet those standards and areas that arc in non-attainment. In July 2013, the EPA finalized non-attainment
designations for pans of the country, including part of Yellowstone County in Montana (Billings area) and part of Jefferson
County in Kentucky. Attainment must be achieved by 2018. States arc working on designations for other areas. In April
2014, the EPA proposed timcframes for completing these designations. PPL, PPL Energy Supply, LKE, LG&E and KU
anticipate that some of the measures required for compliance with the CAIR or the CSAPR (as discussed above), or the
MATS, or the Regional Haze requirements (as discussed below), such as upgraded ornew sulfur dioxide scrubbers atcertain
plants and, in the case ofLG&E and KU, the previously announced retirement ofcoal-fired generating units at the Cane Run,
Green River and Tyrone plants, will help to achieve compliance with the new sulfur dioxide standard. Ifadditional
reductions were to be required, the Imancial impact could be significant. The short-term impact on the Corette plant from the
EPA s final designation of part of Yellowstone County in Montana as non-attainment (as noted above) is not expected to be
significant, as PPL Energy Supply previously announced its intent to place the plant in long-term reserve status beeinnin^ in
April 2015. 6 e

Until final rules are promulgated, non-attainment designations are finalized and state compliance plans are developed. PPL,
PPL Energy Supply, LKE, LG&E and KU cannot predict the ultimate outcome of the new National Ambient Air Quality
standards lor ozone, sulfurdioxide and paniculate matter.

MATS

In May 2011, the EPA published a proposed regulation requiring stringent reductions ofmercury and other hazardous air
pollutants from power plants, in February 2012, the EPA published the final rule, known as the MATS, with an effective
date ofApril 16, 2012. The rule, which was challenged by industry groups and states, was upheld by the D.C. Circuit Court
in April 2014, On July 14, 2014, a coalition of23 stales filed a petition seeking Supreme Court review ofthis decision. The
rule provides for a three-year compliance deadline with the potential for aone-year extension as provided under the statute.
LG&E, KU and PPL Energy Supply have received compliance extensions for certain plants and PPL Energy Supply has a
pending request, which was submitted on September 15, 2014, for its Colsirip plant.

At the time the MATS rule was proposed, LG&E and KU filed requests with the KPSC for environmental cost recovery
based on their expected need to install environmental controls including chemical additive and fabric-filter baghouses to
remove airpollutants. Recovery of the cost ofcertain controls was granted by the KPSC in December 2011. LG&E's and
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KU's aniicipated retirement ofcertain coai-nred electricity generating units located at Cane Run and Green River is in
response to MATS and otherenvironmental regulations.

OWiih respect to PPL Energy Supply's Pennsylvania plants, PPL Energy Supply believes that installation of chemical additive
systems and other controls may be necessary at certain coal-fired plants, the capital cost ofwhich is not expected to be
significant. PPL Energy Supply continues to analyze the potential impact of MATS on operating costs. With respect to PPL
Energy Supply's Montana plants, modifications to the 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 eosts to comply with the MATS requirements. The Corette plant was determined to be
impaired in December 2013. See Note 18 in PPL's and PPL Energy Supply's 2013 Form lO-K for additional information.

PPL Energy Supply, LG&E and KU arc continuing to conduct in-depth reviews of the MATS, including the potential
implications to scrubber wastewater discharges. Sec the discussion of efllucni limitations guidelines and standards below.

Regional Haze and Visibility

The EPA's regional haze programs were developed under the Clean Air Act to eliminate man-made visibility degradation by
2064. Under the programs, states arc required to make reasonable progress every decade, through the application, among
other things, of Best Available Retrofit Technology (BART) on power plants commissioned between 1962 and 1977.

The primary power plant emissions affecting visibility are sulfur dioxide, nitrogen oxides and particulates. To date, the focus
of regional haze activity has been the western U.S. because the EPA had determined that the regional trading program in the
eastern U.S. under the CSAPR satisfies BART requirements to reduce sulfur dioxide and nitrogen oxides. Although the D.C.
Circuit Court recently lifted the CSAPR stay in response to a U.S. Supreme Court action in April 2014, (see "CSAPR/CAIR"
discussion above), decisions by the EPA and the courts will determine whether power plants located in the eastern U.S.,
including PPLs plants in Pennsylvania and Kentucky, will be subject to additional reductions in sulfur dioxide and nitrogen
oxides as required by BART. In addition, LG&E's Mill Creek Units 3and 4are required to reduce sulfuric acid mist
emissions because they were determined to have asignificant regional haze impact. These reductions are required in theO regional haze state implementation plan that the Kentucky Division for Air Quality submitted to the EPA. LG&E is currently
installing sorbent injection technology to comply with these reductions, the costs of which arc not expected to be significant.

in Montana, the EPA Region 8developed the regional haze plan as the MDEQ declined to do so. The EPA finalized the
Federal Implementation Plan (FIP) lor Montana in September 2012. The final FIP assumed no additional controls for Corette
or Colstrip Units 3and 4, but proposed tighter limits for Corette and Colstrip Units 1and 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 ofoperations at Corette beginning in April 2015 (sec "MATS" discussion above). Under the
final FIP, Colstrip Units 1and 2 may require additional controls, including the possible installation ofan SNCR and other
technology, to meet more stringent nitrogen oxides and sulfur dioxide limits. The cost ofthese potential additional controls,
ifrequired, could be significant. Both PPL and environmental groups have appealed the final FIP to the U.S. Court of
Appeals lor the Ninth Circuit and litigation isongoing.

New Source Review (NSR)

The EPA has continued its NSR enforcement efforts targeting coal-fired generating plants. The EPA has asserted that
modification ofthese 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, but they have received no further communications from the EPA since providing their responses. In January
2009, PPL, PPL Energy Supply and other companies that own oroperate 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 aSpring
2012 maintenance outage at Colstrip Unit 1. The EPA request remains an open matter. In September 2012, PPL Montana
received an information request from the MDEQ regarding Colstrip Unit I and other projects. MDEQ formally suspended
this request on June 6, 2014, in consideration ofpending litigation (see "Legal Matters - Sierra Club Litigation" above). PPL
and PPL Energy Supply cannot predict the outcome ofthese matters, and cannot estimate a range ofreasonably possible
losses, if any.

o In August 2007, LG&E received information requests for the Mill Creek and Trimble County plants, and KU receivedrequests 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 ofthese matters, and cannot estimate a range ofreasonably
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possible losses, if any.

Stales and environmental groups also have commenced litigation alleging violations of the NSR regulations by coal-firedO generating plants across the nation. See "Legal Matters" above for information on alawsuit filed by environmental groups in
March 2013 against PPL Montana and other owners ofColstrip.

If PPL subsidiaries are found to have violated NSR regulations by significantly increasing pollutants through amajor plant
modification. PPL, PPL Energy Supply, LKE, LC&E and KU would, among other things, be required to meet stringent
permit limits reflecting Best Available Control Technology (BACT) for pollutants meeting the National Ambient Air Quality
Standards (NAAQS) in the area and reflecting Lowest Achievable Emission Rates for pollutants not meeting the NAAQS in
the area. The costs to meet such limits, including installation oftechnology at certain units, could be material.

TC2AirPermit (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 coal-fired generating unit, but the agency upheld the permit in an order
issued mSeptember 2007. In response to subsequent petitions by environmental groups, the EPA ordered certain non-
material changes to the permit which, in January 2010, were incorporated into afinal revised permit issued by the Kentucky
Division lor Air Quality. 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 plant operations, including increased capital costs, if any.

Climate Change

(All Registrants)

As aresult of the April 2007 U.S. Supreme Court decision that the EPA has authority under the Clean Air Act to regulate
GHG emi.ssions from new motor vehicles, in April 2010, the EPA and the U.S. Department of Transportation issued new
hght-duiy vehicle emissions standards that applied beginning with 2012 model year vehicles. The EPA also clarified that thisO standard, beginning in 201 I, authorized regulation of GHG emissions from stationary sources under the NSR and Title V
operating permit provisions ofthe Clean Air Act. The EPA's rules were challenged in court and on June 23, 2014 the U.S.
Supreme Court ruled that the EPA has the authority to regulate GHG emissions under these provisions of the Clean Air Act
but only lor stationary sources that would otherwise have been subject to these provisions due to significant increases in
emissions ol other pollutants. As aresult, any new sources or major modifications to an existing GHG source causing anet
Significant increase in GHG emissions must comply with BACT permit limits for GHGs if it would otherwise be subject to
BACT or lowest achievable emissions rate limits due to significant increases in other pollutants.

In June 2013, President Obama released his Climate Action Plan that reiterates the goal of reducing greenhouse gas
emissions in the U.S. in the range oP' 17% below 2005 levels by 2020 through such actions as regulating power plant
emissions, promoting increased use of renewablcs and clean energy technology, and establishing tighter energy efficiency
standards. Also, by Presidential Memorandum, the EPA was directed to issue arevised proposal for new power plants (a
prior proposal was issued in 2012) by September 20, 2013, with a final rule in a timely fashion thereafter, and to issue
proposed standards for existing plants by June I, 2014 with a final rule to be issued by June I, 2015. The EPA was further
directed to require that states develop implementation plans for existing plants by June 30, 2016. The Administration's
increase in its estimate of the "social cost of carbon" (which is used to calculate benefits associated with proposed
regulations) Irom $23.80 to $38 per metric ton in 2015 may also lead to more costly regulatory requirements. Additionally,
the Climate Action Plan requirements related to preparing the U.S. for the impacts of climate change could affect the
Registrants and others in the industry as modifications to electricity delivery systems to improve the ability to withstand
major storms may be needed in order to meet those requirements.

The EPA's revised proposal to regulate new sources under Section I11 (b) of the Clean Air Act was published in the Federal
Register on January 8, 2014. Unlike the EPA's prior proposal, the EPA's revised proposal established separate emission
standards for coal and gas units based on the application ofdifferent technologies. The coal standard is based on the
application of partial carbon capture and sequestration technology, but because this technology is not presently commercially
available, the revised proposal effectively precludes the construction of new coal plants. The standard for NGCC power
plants is the same as the EPA proposed in 2012 and is not continuously achievable

o The EPA's proposed regulation addressing GHG emissions from existing power plants under Section 111(d) of the Clean AirAct was published in the Federal Register on June 18, 2014. The proposal contains state-specific rate-based reduction goals
and guidelines lor the development, submission, and implementation ofstate plans to achieve the state goals. State-specific
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goals were calculated from 2012 data by applying EPA's very broad interpretation and definition of the Best System of
Emission Reduction resulting in very stringent targets to be met in two phases (2020-2029 and 2030 and beyond). The EPA
believes it has offered some flexibility to the states as to how stale compliance plans can be crafted, including the option to
demonstrate compliance on a mass basis and through multi-state collaborations. The EPA is also proposing potential state
plan extensions based on the plan filed (single or multi-state). On October 30, 2014, the EPA issued a Notice of Data
Availability seeking comments on several issues including providing additional flexibility in meeting compliance deadlines,
addressing disparities in state-specific targets, and incorporating aregionalized approach to demonstrating compliance. The
Registrants are analyzing the proposal and its potential impacts. The regulation of GHG emissions from existing power plants
could have asignificant industry-wide impact depending on the structure and stringency ofthe final rule and state
implementation plans.

The EPA has also proposed aregulation under Section 111(b) of the Clean Air Act addressing GHG emissions from existing
power plants that are modified or reconstructed; however, the Registrants do not expect asignificant impact from this
rulemaking as there arc no plans to modify orreconstruct their existing plants in a manner that would irigecr the standards
under I 11(b).

(PPL and PPL EnergySupply)

Based on the stringent reduction requirements in the EPA's proposed rule under Section 111(d), and based on information
gamed from public input, the PADEP is no longer expecting to achieve reductions required under the EPA's proposed rule by
solely increasing efficiency at existing fossil-fuel plants and/or reducing their generation as set forth in the PADEP's April
10, 2014 white paper. On October 23, 2014, the Governor of Pennsylvania signed into law. Act 175 of 2014 requiring the
PADEP to obtain General Assembly approval ofany state plan addressing GHG emissions under the EPA's 111(d) rules for
existing plants. The law includes provisions to minimize the exposure to afederal implementation plan due to legislative
delay.

The MDEQ, at the request of the Governor of Montana, has issued awhite paper outlining possible regulatory scenarios to
implement the EPA s proposed Section 111(d) rule, including acombination of increasing energy efficiency at coal-fired
plants, adding more low- and zero-carbon generation, and carbon sequestration at Colstrip. The white paper was made public
in September 2014 and the MDEQ has held public meetings to present the white paper and gather comments.

(PPL, LKE, LC&E and KU)

In November 2008, the Governor of Kentucky issued acomprehensive energy plan including non-binding targets aimed at
promoting improved energy efficiency, development ofalternative energy, development ofcarbon 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. In November 2011, the
Council issued a final report to the Secretary of Kentucky's Energy and Environment Cabinet for consideration. The final
report acknowledged that the recommendations would require additional review and analysis prior to implementation, and
that many of the recommendations would likely require, in part, further legislative or regulatory actions. The impact of any
such plan is not now determinable, but the costs to comply with the plan could be significant. In April 2014, the Kentucky
General Assembly passed legislation which limits the measures which the Energy and Environment Cabinet may consider in
setting performance standards to comply with the EPA's regulations governing GHG emissions from existing sources. The
legislation provides that such stale GHG performance standards shall be based on emission reductions, efficiency measures,
and other improvements available at each power plant, rather than renewable energy, end-use energy efficiency, fuel
switching and re-dispatch. These statutory restrictions will make it more difficult for Kentucky to achieve the GHG
reduction levels which the EPA has proposed for Kentucky.

(All Regisiranis except PPL Electric)

Anumber oflawsuits have been filed asserting common law claims including nuisance, trespass and negligence against
various companies with GHG emitting plants and, although the decided cases to date have not sustained claims brought on
the basis of these theories of liability, the law remains unsettled on these claims. In September 2009, the U.S. Court of
Appeals for theSecond Circuit in thecaseof AEP v. Connecticut reversed a federal district court's decision and ruled that
several states and public interest groups, as well as the City ofNew York, could sue five electric utility companies under
federal common law for allegedly causing a public nuisance as a result oftheir emissions ofGHGs. In June 2011, the U.S.
Supreme Court overturned the Second Circuit and held that such federal common law claims were displaced by the Clean Air
Act and regulatory actions ofthe EPA. In addition, in Comer v. Murphy Oil (Comer case), the U.S. Court ofAppeals for the
Fifth Circuit (Fifth Circuit) declined to overturn adistrict 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
ofLKE as adefendant based upon emissions from the Kentucky plants. In January 20II, the Supreme Court denied a

ppl I0q_9-I4 Final as Rled.dcKx Confideniia! 62



DRAf=T

O

o

o

pciiiion 10 reverse the Fifth Circuit's ruling. In May 2011, the plaintiffs in the Comer case filed asubstantially similar
cornplaint in federal district court in Mississippi against 87 companies, including KU and three other indirect subsidiaries of.
LKE, under aMississippi statute that allows the re-filing of an action in certain circumstances. In March 2012, the
Mississippi federal district court granted defendants' motions to dismiss the state common law claims Plaintiffs appealed to
the U.S. Court of Appeals for the Fifth Circuit and in May 2013, the Fifth Circuit affirmed the district court's dismissal of the
case. Additional litigation in federal and state courts over such issues is continuing. The Registrants cannot predict the
outcome ofthese lawsuits or estimate arange ofreasonably possible losses, ifany.

Renewable Energy Legislation

(All Registrants)

There has been interest in renewable energy legislation at both the stale and federal levels; however, no legislation is
expected to become law in 2014 at cither the federal level or in the states in which PPL operates.

(PPL. PPLEnergy Supply and PPLElectric)

In Pennsylvania, bills were introduced calling for an increase in Alternative Energy Portfolio Standard (AEPS) Tier 1
obligations and to create a$25 million permanent funding program for solar generation. Bills (SB II71 and HB 100) werealso introduced to add natural gas as aqualified AEPS resource, and another bill (HB 1912) would repeal the AEPS Act
entirely. All these bills remain in committee and arc unlikely to advance.

(PPL and PPL EnergySupply)

An interim legislative committee in Montana is reviewing the state's Renewable Portfolio Standard (RPS) and recommended
that the law continue without change. In New Jersey, a bill (S-1475) has been introduced to increase the current RPS
standard to 30% from Class 1sources by 2020. The chairman ofthe Senate Environmental Committee convened a
workgroup to look at further changes to New Jersey's RPS law to enable New Jersey to meet emissions goals established in
the state sGlobal Warming Response Act. Abill (S-2444) was subsequently introduced to mandate that 80% of New Jersey's
electricity be generated from renewable resources by 2050. PPL and PPL Energy Supply are unable to predict the outcome
of this legislation at this time.

(All Registrants)

The Registrants believe there arc linancial, regulatory and operational uncertainties related to the implementation of
renewable energy mandates that will need to be resolved before the impact ofsuch 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 and downward pressure on energy prices that could result from such renewable generation
and back-up, impacts to PJM scapacity 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 competitive plants' future competitive position, results of
operation, cash flows and financial 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) (All Registrants except PPL Electric)

In June 2010, the EPA proposed two approaches to regulating the disposal and management ofCCRs (as either hazardous or
non-hazardous) under the RCRA. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. Regulating CCRs as
ahazardous waste under Subtitle Cof the RCRA 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 ofCCRs and could eliminate existing markets for CCRs. The EPA's proposed
approach to regulate CCRs as non-hazardous waste under Subtitle Dof the RCRA would mainly affect disposal and most
significantly affect any wet disposal operations. Under this approach, many ofthe 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 EPA s proposed non-hazardous waste regulations, as these plants are using surface impoundments for management
and disposal of CCRs.
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The EPA has issued informaiion rcquesis on CCR management practices at numerous plants throughout the power induslrv
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 or is
implementing 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 aNotice of Data Availability (NODA) requesting comments on selected documents it
received during the comment period for the proposed regulations.

Acoalition of environmental groups and two CCR recycling companies filed lawsuits against the EPA seeking adeadline for
final rulemakmg. In settlement o( that litigation, the EPA has agreed to issue its final rulemaking on the Subtitle Doption
described above by December 19,2014.

It Representatives passed House Bill H.R. 2218, the Coal Residuals and Reuse Management
. final CCR regulations and would set non-hazardous CCR standardsunder KC^RA and authorize slate permit programs. It remains uncertain whether similar legislation will be passed by the U.S.

Senate. 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 financial and
operational impact is expected to be material if CCRs arc regulated as hazardous waste and significant if regulated as non-
hazardous.

Trimble County Landfill(PPL. LKE, LG&E andKU)

In May 20II, LG&E submitted an application for aspecial waste landfill permit to handle coal combustion residuals
generated at the Trimble County plant. After extensive review of the permit application in May 2013, the Kentucky Division
of Waste Management denied the permit application on the grounds that the proposed facility would violate the Kentucky
Cave Protection Act because it would eliminate an on-site karst feature considered to be acave. After assessing additional
options for managing coal combustion residuals, in January 2014, LG&E submitted to the Kentucky Division of Waste
Management a landfill permit application for an alternate site adjacent to the plant. LG&E has also applied for other
necessary regulatory approvals including adredge and fill permit from the U.S. Army Corps of Engineers. PPL, LKE,
LG&E and KU are unable to determine the potential impact of this matter until all permits are issued and any resulting legal
challenges are concluded. ®

Seepages and Groundwater Infiltration -Pennsylvania, Montana and Kentucky

(AllRegistrants except PPL Electric)

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 respond to notices of violations and implement assessment or abatement measures, where required or applicable.
Arange ofreasonably possible losses cannot currently be estimated.

(PPL and PPL EnergySupply)

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
Colstrip power plant. The AOC requires that within five years PPL Montana provide financial 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 ifthe 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 ofEnvironmental Review (BER) on behalf ofthe Sierra Club, the MEIC and the
National Wildlife Federation. In September 2012, PPL Montana filed an election with the BER to have this proceeding
conducted mMontana state district court as contemplated by the MFSA. In October 2012, Earthjustice filed apetition for
review of the AOC in the Montana state district court in Rosebud County. This matter was stayed in December 2012. In
April 2014, Earthjustice filed amotion for leave to amend the petition for review and to lift the stay which was ^ranted by the
court in May 2014. PPL Montana and the MDEQ responded to the amended petition and filed partial motions to dismiss in
July 2014, which were both recently denied by the court.
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(All Registrants except PPL Electric)

Clean WaterAct/316(b)

The ERA'S final 316(b) rule for existing facilities, became effective on October 14, 2014, and regulates cooling water intake
structures and their impact on aquatic organisms. The rule allows states considerable authority to interpret the rule. The rule
requires all existing facilities to choose between several options to reduce the impact to aquatic organisms that become
trapped against water intake screens (impingement) and to determine the intake structure's impact on aquatic organisms
pulled through aplant's cooling water system (entrainment). Plants already equipped with closed-cycle cooling, an
acceptable option, would likely not incur additional costs. Once-through systems would likely require additional lechnoloey
to comply with the rule. PPL, PPL Energy Supply. LKE, LG&E and KU are evaluating compliance strategies but do not
presently expect the compliance costs to be material.

Effluent Limitations Guidelines (ELGs) and Standards

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewater permits. The proposed limitations are based on the EPA review of available treatment technologies and their
capacity lor reducing pollutants and include new requirements for Hy ash and bottom ash transport water and metal cleaning
waste waters, as well as new limits for scrubber wastewater and landHli leachate. The EPA's proposed ELG regulations
contain requirements that would affect the inspection and operation ofCCR facilities, if finalized. The EPA has indicated
that It will coordinate these regulations with the regulation of CCRs discussed above. The proposal contains alternative
approaches, some of which could significantly impact PPL's coal-fired plants. The EPA has agreed to anew deadline for the
final rule of September 30, 2015 which is contingent upon the EPA meeting its deadline of December 19, 2014 for issuing its
final CCR regulations. At the present time, PPL, PPL Energy Supply, LKE, LG&E and KU are unable to predict the
outcome of this matter or estimate arange of rea.sonab!y possible costs, but the costs could be significant. Pending
linalization of the ELGs, certain states (including Pennsylvania and Kentucky) and environmental groups are proposing more
stringent technology-based limits in permit renewals. Depending on the final limits imposed, the costs of compliance could
be significant and costs could be imposed ahead of federal timelines.

(All Registrants)

Waters of the UnitedStates (WOTUS)

On April 21, 2014, the EPA and the U.S. Army Corps of Engineers (Army Corps) published the proposed rule defining
Waters of the United States (WOTUS) that could significantly expand the federal government's interpretation of what
constitutes WOTUS subject to regulation under the Clean Water Act. If the definition is expanded as proposed by the EPA
and the Army Corps, permits and other regulatory requirements may be imposed for many matters presently not covered
(including vegetation management for transmission lines and activities affecting storm water conveyances and wetlands), the
implications of which could be significant. The U.S. House and Senate are considering legislation to block these regulations.

Other Issues

The EPA is reassessing its polychlorinaled biphenyls (PCB) regulations under the Toxic 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 lor changes to these regulations. This rulemaking could lead to aphase-out of all or some PCB-conlaining
equipment. The EPA is planning to propose the revised regulations in 2015. 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, ifany, they would have on their facilities, but the costs could be significant.

(PPL and PPL EnergySupply)

Asubsidiary of PPL Energy Supply has investigated alternatives to exclude fish from the discharge channel at its Brunner
Island plant. In June 2012, aConsent Order and Agreement (COA) with the PADEP was signed, allowing the subsidiary to
study achange macooling lower operational method that may keep fish from entering the channel. The COA required a
retrofit of impingement control technology at the intakes to the cooling towers, at acost that would have been significant.
Based on the results of the first year of study, the PADEP has suggested closing the COA and writing a new COA to resolve
the issue. PPL is in negotiations with the agency at this time. PPL and PPL Energy Supply cannot predict at this time the
outcome ofthe proposed new COA and what impact, il any, it would have on their facilities, but the costs could be
significant.
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(PPL IKE, LG&E and KU)

In May 2010, the Kentucky Waterways Alliance and other environnieniai groups filed apetition 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. In September 2013, the court reversed the Cabinet order
upholding the permit and remanded the permit to the agency for further proceedings. In October 2013 LC&E filed anotice
of appeal with the Kentucky Court of Appeals. PPL. LKE, LG&E and KU are unable to predict the outcome of this matter or
estimate a range of reasonably possible losses, ifany.

Superfund and Other Remediation (All Registrants)

PPL Eleclrie 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 dilferent 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 aregulatory program such as Superfund, but for which PPL Electric, LG&E and KU may be liable for remediation.
These include anumber 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
KUJack information on current site conditions and are therefore unable to predict what, if any, potential liability they may

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 ofremediation and other liabilities could
be material. PPL, PPL Electric, LKE, LG&E and KU cannot estimate arange of reasonably possible losses, if any, related to
these matters.

The EPA IS evaluating the risks associated wiih polycyelic 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 arange of reasonably
possible losses, if any, related to these matters.

From lime to time, PPL Energy Supply. PPL Electric, LG&E and KU undertake remedial action in response to notices of
violations, 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 ofnormal operations. Based on analyses to date, resolution ofthese environmental matters is not
expected to have a significant adverse impact on these Registrants' 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 sdistribution 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.
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Nuclear Insurance (PPL and PPL Energy Supply)

The Price-Ancicrson Act is aUnited States Federal law which governs liability-related issues and ensures the availability of
funds for public liability claims arising from an incident at any of the U.S. licensed nuclear facilities. It also seeks to limit the
habi ity of nuclear reactor owners for such claims from any single incident. Effective September 10, 2013, the liability limit per
incident is $13.6 billion for such claims which is funded by insurance coverage from American Nuclear Insurers and an industry
assessment program.

Under the industry assessment program, in the event ofanuclear incident at any of the reactors covered by The Price-Anderson
Act, as amended, PPL Susquchanna could be assessed up to $255 million per incident, payable at $38 million per year.

Additionally, PPL Susquchanna purchases property insurance programs from NEIL, an industry mutual insurance company of
which PPL Susquchanna is amember. Effective April 1, 2014, facilities at the Susquchanna plant are insured against property
damage losses up to $2.0 billion. PPL Susquchanna also purchases an insurance program that provides covcraoe for the cost of
replacement power during prolonged outages ofnuclear units caused by certain specified conditions.

Under the NEIL property and replacement power insurance programs, PPL Susquchanna could be assessed retrospective
premiums in the event ofthe insurers' adverse loss experience. This maximum assessment is$46 million.

Pennsylvania Coal Plants (PPL and PPL Energy Supply)

in the fourth quarter of 2013, management tested the Brunncr island and Montour plants for impairment and concluded
neither was impaired as ofDecember 31, 2013. There were no events or changes in circumstances that indicated a
recovcrabihty test was required to be performed in 2014. The carrying value of the Pennsylvania coal-fired generation assets
was $2.5 billion as of September 30, 2014 ($1.3 billion for Brunncr Island and $1.2 billion for Montour).

Labor Union Aoreements

(PPL. PPL Energy Supply and PPL Electric)

In May 2014, PPL's, PPL Energy Supply's and PPL Electric's bargaining agreement with its largest IBEW local expired.
PPL, PPL Energy Supply and PPL Electric finalized anew three-year labor agreement with IBEW local 1600 in May 2014
and theagreement was ratified in earlyJune 2014.

As part of elforts to reduce operations and maintenance expenses, the new agreement offered aone-time voluntary retirement
window to certain bargaining unit employees. The benefits offered under this provision are consistent with the standard
separation program benefits for bargaining unit employees. As aresult, in the second quarter of 2014, estimated separation
benefits of $29 million were recorded ($23 million for PPL Energy Supply and $6 million for PPL Electric). During the three
months ended September 30, 2014, based on final employee acceptances of the offer, PPL reduced the previously recorded
estimated amounts by $9 million ($6 million for PPL Energy Supply and $3 million for PPL Electric). As a result, for the
nine months ended September 30, 2014, the following total separation benefits have been recorded:

Pension Benefits

SeveranceCompcnsaiion
Total Separation Benefits

Numtwr of Employees

PPL Energy PPL
PPL Supply Eieclric

s 13 S II $ •y

7 6 1

s 20 $ 17 S 3

121 lO.S 15

The separation benefits are included in "Other operation and maintenance" on the Statement of Income, The liability for
pension benefits is included in "Accrued pension obligations" on the Balance Sheet at September 30, 2014. All ofthe
severance compensation was paid in the third quarter of2014. The remaining terms ofthe new labor agreement are not
expected to have asignificant impact on the financial results ofPPL, PPL Energy Supply orPPL Electric.
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(LKE, LC&E and KU)

In August 2014, KU and the USWA ratified aihrcc-ycar labor agreement through August 2017 containing 2.5% wage
increases for each year. The agreement covers approximately 74 employees.

In November 2014, LG&E and the IBEW ratified athree-year labor agreement through November 2017 containing 25%
wage increases for each year. The agreement covers approximately 700 employees.

Guarantees and Other Assurances

(All Registrants)

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 financial institutions and surely bonds issued by insurance companies. These agreements are entered into primarily to
support orenhance the creditworthiness attributed to a subsidiary on a stand-alone basis or to facilitate the commercial
activities in which these subsidiaries engage.

(PPL)

PPL fully and unconditionally guarantees all of the debt securities ofPPL Capital Funding.

(All Registrants)

The table below details guarantees provided as of September 30, 2014. "Exposure" represents the estimated maximum
potential amount of future payments that could be required to be made under the guarantee. 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." The total recorded liability at
September 30, 2014 and December 31, 2013, was $25 million and $26 million for PPL and $19 million for both periods for
LKE. For reporting purposes, on aconsolidated 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.

PPL

Expo.sureat E.xpiration
Septcmt)er30.2014 Dute

Indemnifications related to theWPD Midlands acquisition
WPD indemnifications forentities in liquidation andsalesof assets
WPD guarantee of pension and otherobligations of unconsolidated entities

S
(a)

12 (b)
(c)

2017-2018

PPL Encrpv .Siinnlv

Letters of credit issued on behalf of affiliates
Indemnifications for sales of a.ssets
Guarantee ofa portion ofadivested unconsolidated entity's debt

27 (d)
2.50 (e)

22 (0

2014 -201.5
202.5

2018

PPL Electric

Guaranteeof inventoryvalue
33 (g) 2017

LKE

Indeihnification of lease termination and other divestitures
.101 (h) 2021 - 2023

LC&F.and Kl)

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

(a)

(b)

Indemmricalions rclaied to certain liabilities, including aspecific unresolved tax issue and those relating to properties and assets owned by the seller
that were iransfeiTcd to WPD Midlands in connection wiiti the acquisition. Across indemnity has been received from the seller on the tax issue. The
maximum exposure and expiration ofthese indemnifications cannot be estimated because (he maximum potential liability is not capped and the
expiration date is not specified in the transaction documents.
Indemnification to the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liquidation process. The
indcmnificattons arc Itmiied to disinbutions made from the subsidiary to its parent cither prior or subscc|ucni to liquicUition or ate not explicitly stated
tn the agrecnK-nis. The indemnifications generally expire two to seven years subsequent to the date of dissolution of the entities. The exposum noted
only includes those ca.ses where the agrcenwnis provide for specific limits.

In connection with their sales ofvarious businesses. WPD and its affiliates have provided the purchasers with indemnifications that are standard for
such transactions, including mdemnificaiions for certain pre-existing liabilities and environmental and lax matters or have agreed to continue their
obligations under existing third-party guarantees, cither for aset period of time following the transactions or upon the condition that the purchasers
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make reasonable effons lo .crminaic ihc guaraniccs. Finally. WPD and iis afniiates remain secondarily responsible for lease payments under cenain
leasesthat (heynaveassigned to third parties.

(c) Relates to cenam obligations of discontinued or modified electric associations that were guaranteed at ihe time of privatization by the participating
members. Costs arc allocated to the members and can be reallocated if an existing itKmber becomes insolvent. At September 30. 2014. WPD has
recorderl an estimated discounted liability for which the expected payment/performance is probable. Neither the expiration date nor the maximum
amount of potential payments for certain obligations is explicitly staled in the related agreements, and as aresult, the exposure has been estimated

(d) Standby letter of credit arrangements under PPL Energy Supply's credit facilities for the purposes of prtjtecting various third parties against
nonperfonnance byPPL This is not a guarantee byPPL ona consolidated basis.

(e) Indemnifications are governed by the specific sales agreement and include breach of the representations, warranties and covenants and liabilities for
certain other matters. PPL Energy Supply's maximum exposure with respect to certain indemnincaiions and the expiration of the indemnifications
cannot ^ estimated because the maximum potential liability is not capped by the transaction documenLs and the expiration date is based on the
applicable statute of limitations. The exposure and expiration date noted is based on those cases in which the agreements provide for specific limits.
Relates to agiiarantce ^one-third of the divested entity's debt. The purchaser provided across-indemnity, secured by alien on the purchaser's stock
ol thedivested entity. Theexposure noted reflects principal only,
Athird party logistics firm provides inventory procurement and fulfillment scr\-iccs. The logistics firm has title to the inventory, however, upon
tennmation ofthe contracts. PPL Elecinc has guaranteed to purchase any remaining inventory that has not been used or sold.

(h) l^KE provides cenain indemnifications, the most significant of which relate to the termination of the WKE lease in July 2009. These guarantees cover
the due and punctual payment, performance and discharge by each pany of its respective present and future obligations. The most comprehensive of
[w covering operational, regulatory and environmental commitments and indemnifications made by WKE under theKb Transaction Termination Agreement. This guarantee has atenn of 12 >'ears ending July 2021. and acumulative maximum exposure of $200
million. Cenain items such as government fines and penalties fall outside the cumulative cap. LKE has contested the applicability of the
imlcmnificaiion requirenrcni relating to one matter presented by acounterparty under this guarantee. Another guarantee with amaximum exposure of
$100 million covering other indemnifications expires in 2023. In May 2012. LKE's indemnitee received an arbitration panel's decision affecting this
matter, which granted LKE s indemnitee certain rights of first refusal to purchase exce.ss power at a market-based price rather than at an absolute fixed
pnce. In January 2013. LKE's indemnitee commenced aproceeding in the Kentucky Court of Appeals appealing the December 2012 order of the
Henderson Circuit Court, confirming the aibitration award. On May 30. 2014. the Court of Appeals issued an opinion affirming the lower court
decision, and subsecjucnily denied aPetition for Reheanng. LKE's indemnitee filed aMotion for Discretionary Review with the Kentucky Supreme
Court on Octo^r 2. 2014. LKE believes its indemnification obligations in this matter remain subject to various uncertainties, including potential for
additional legal challenges regartling the arbitration decision as well as future prices. avaiLibiliiy and demand for the subject excess power LKE
continues lo evaluate various legal and commercial options with respect to this indemnification matter. The ultimate outcomes ofthe WKE
tcrmmaiion-relatcd indcmmficaiions cannot be predicted .at this time. Additionally. LKE has indemnified various third panics 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 pnce to no specified maximum; however. LKE is not aware of formal claims under such indemnities ntadeby any party at this time. LKE
could be required to perform on these indemnifications in the event of covered los.scs or liabilities being claimed by an indemnified party. LKE cannot
predict the ultimate outcomes of such indemnification circumstances, but docs not currently expect such outcomes to result in significant losses above
the amounts recorded.

(i) Pursuant to the OVEC power purcha.se contract. LG&E and KU arc obligated to pay for their share of OVEC's exce.ss debt .sen-ice. post-retirement and
decommissioning costs, as well as any shortfall from amounts currently included within ademand charge designed and currently expected to cover
these costs over the term of the contract. The maximum exposure and the expiration dale of these potential obligations are not presently dctcmiinabie.
See Energy Purch^ Commitnwnts" and "Guarantees and Other Assurances" in Note l.'i in PPL's. LKE's. LG&E's and KU's 2013 Form lO-K for
additional information on theOVEC power purchase contract.

The Rcgi.siranis provide other miscclianeou.s guarantees through contracts entered into in the normal course ofbusiness.
These guaranlees arc primarily in the form of indemnification or warranties rclaled to services or equipment and vary in
duration. The amounts of ihesc guarantees often arc not explicitly stated, and the overall maximum amount of the obligation
under such guaranlees cannot be reasonably estimated. Historically, no significant payments have been made with respect to
these types ol guarantees and the probability ofpayment/performance under these guaranlees is remote.

PPL, on behall ofitself and certain ofits subsidiaries, maintains insurance that covers liability assumed under contract for
bodily injury and property damage. The coverage provides maximum aggregate coverage of$225 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 EncrgyPlus has been awarded aportion of the
PLR generation supply through these competitive solicitations. The sales and purchases between PPL EncrgyPlus and PPL
Electric are included in the Statements of Income as "Unregulated wholesale energy to affiliate" by PPL Energy Supply and
as "Energy purchases from affiliate" by PPL Electric.

Under the standard Default Service Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers
to post collateral once credit exposures exceed deHned credit limits. PPL EncrgyPlus is required to post collateral with PPL
Electric when: (a) the market price of electricity to be delivered by PPL EncrgyPlus exceeds the contract price for the
forecasted quantity ofelectricity to be delivered; and (b) this market price exposure exceeds acontractual credit limit.
During the second quarter of 2014, PPL Energy Supply experienced adowngrade in its corporate credit ratings to below
investment grade. As a result of the downgrade of PPL Energy Supply, as guarantor, PPL EncrgyPlus no longer has an

(0

(g)
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established credit limit. At September 30, 2014, PPL EncrgyPlus was not required to post collateral. In no instance is PPL
bleciric required to post collateral to suppliers under these supply contracts.

OPPL Eleclric's customers may choose an alternative supplier for their generation supply. See Note 2for additional
mformatton regarding PPL Eleclric's purchases of accounts receivable from alternative suppliers, including PPL EncrgyPlus.
At September 30, 2014 PPL Enerp Supply had anet credit exposure of $27 million from PPL Electric from its commitment
as a PLK supplier and from thesaleof its accounts receivable to PPL Electric.

Support Costs (All Registrants except PPL)

Both PPL Services and LKS provide the respective PPL and LKE subsidiaries with administrative, management and support
services. Where applicable, the costs of these services are charged to the respective subsidiaries as direct support costs
General costs that cannot be directly attributed to aspeciHc subsidiary are allocated and charged to the respective subsidiaries
as indirect support costs. PPL Services uses athroe-factor methodology that includes the subsidiaries' invested capital
operation and maintenance expenses and number of employees to allocate indirect costs. LKS bases its indirect allocations
on he subsidiaries number of employees, total assets, revenues, number of customers and/or other statistical information
PPL Services and LKS charged the following amounts for the periods ended September 30, and believe these amounts are
reasonable, including amounts applied to accounts that are further distributed between capital and expense.

O

o

PPL EnergySupply from PPL Services
PPL Electric from PPL Services
LKE from PPL Services
LG&E from LKS
KU from LKS

Three Month.s
2014

49

.34

3

49

2013

52

37

3

55

36

Nine Month.s
2014

161

113

11

\54

167

2013

I6t

109

11

\59

146

LG&E and KU also 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 LKE and LG&E and LKE and KU are
reimbursed through LKS.

Intercompany Borrowings (PPL Electric andLKE)

APPL Electric subsidiary periodically holds revolving demand notes from certain affiliates. At September 30 2014 there
was no balance oulslanding. Al December 31, 20! 3, $150 million was oulstanding and was reOecled in "Notes receivable
Ironi alhliatc on the Balance Sheet. The interest rates on borrowings are equal to one-month LIBOR plus aspread The
interest rale on the oulstanding borrowing al December 31, 2013, was 1.92%. Interest earned on these revolving facilities
was not signilicant for the three and nine months ended September .30, 2014 and 2013.

LKE maintains aS225 million revolving line of credit with aPPL Energy Funding subsidiary whereby LKE can borrow
lunds on ashort-term basis at market-based rates. The interest rate on borrowings is equal to one-month LIBOR plus a
spread. At September 30, 2014, $22 million was outstanding and was reflected in "Notes payable with affiliates" on the
Balance Sheet. The interest rate on the outstanding borrowing at September 30, 2014 was 1.66%. There was no balance
outstanding at December 31, 2013. Interest on the revolving line of credit was not significant for the three and nine months
ended September 30, 2014 and 2013.

LKE maintains an agreement with aPPL affiliate that has a$300 million borrowing limit whereby LKE can loan funds on a
short-term basis at market-ba<5ed rates. The interest on the loan is based on the PPL affiliate's credit rating and is currently
equal to one-month LIBOR plus aspread. There was no balance oulstanding at September 30, 2014. Al December 31 2013
$70 million was outstanding and was reflected in "Notes receivable from affiliates" on the Balance Sheet The interestVate
on the outstanding borrowing at December 31, 2013 was 2.17%. Interest income on this note was not significant for the three
and nine months ended September 30, 2014 and 2013.

Intercompany Derivatives (LKE. LG&E andKU)

Penodically LG&E and KU enter into forward-starting interest rate swaps with PPL. These hedging instruments have terms
Identical to forward-starting swaps entered into by PPL with third parties. See Note 14 for additional information on
intercompany derivatives.
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Other (All Registrants except PPL and LKE)

See Noie 9 for discussions regarding intercompany allocations associated with defined benefits.

12. Other Income (Expense) - net

(All Registrants)

The components of"Other Income (Expense) - net" for the periods ended September 30 were:

PPL

Oll«:r Income

Earnings on sccurilics in NDT funds
Iniercsi income

Al-TJDC - equity component
Miscellaneous

Total Other Income

Other Expense
Economic foreign currency exchange contracts (Note 14)
Charitable contributions
Transaction costs related tospinoff ofPPL Energy Supply (Note 8)
Miscellaneous

Total Other Expense
Other Income (Expense) - net

Three Months Nine Months
2014 2013 2014 2013

s It $ 4 S 23 S 14

1 4 •y

3 3 8 8
4 8 10

18 8 43 34

(\M) 117 (38) (6)
3 5 12 13
2 18
3 3 13 9

(126) ll.S .-> 16
s 144 S (117) S 38 S 18

"Other Income (Expense) -net" for the three and nine months ended September 30, 2014 and 2013 for PPL Energy Supply
was primarily earnings on securities in NDT funds. The components of "Other Income (Expense) - net" for the three and
nine months ended September 30, 2014 and 2013 for PPL Electric, LKE, LG&E and KU were not significant.

13. Fair Value Measurements and Credit Concentration

(All Registrants)

Fair value is the price that would be received to sell an asset or paid to transfer aliability in an orderly transaction between
market participants at the measurement date (an exit price). Amarket approach (generally, data from market transactions), an
income approach (generally, present value techniques and opiion-pricing models), and/or acost approach (generally,
replacement cost) arc 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 unobservabic 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 agroup of financial assets
and liabilities is measured on anet basis. Transfers between levels are recognized at end-of-rcporting-period values. During
the three and nine months ended September 30, 2014 and 2013, there were no transfers between Level I and Level 2. See
Note I in each Registrant's 2013 Form lO-K for information on the levels in the fair value hierarchy.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

September 30, 2014 December 31. 2013

PPL

Assets

Cajth and cash equivalents

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

S 1.188 S 1,188 S l.i02 S 1.102
Restricted cash and cash equivalents (a)
Price risic management assets:

Energy commodities
Interest rale swaps
Foreign currency contracts

Total price risk managcnK-ni as,scts

324 324 1.34 134

1.04!

6

5\

4 S 94.S

6

.SI

S 92 I.IS8

91

3 S 1.123

91

S 62

1.098 4 1.002 92 1.279 3 1.214 62
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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
investiiKnt-gradc corporate
Other

Receivables (payablcs). net
Total NDT funds

Auction rate securities (b)
Total assets

Liabilities

Price risk management liabilities:
Energy commodities
Interest rate swaps
Foreigncurrencycontracts
Cross-currency swaps

Totalpricerisk management liabilities

PPL Energy Snonlv

Assets

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

Energy commodities
Total price risk management assets
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 (payables). net
Total NDT funds

Auction rate securities (b)
Total assets

Liabilities
Price risk management liabilities:

Energy commodities
Totalprice risk nunagctnent liabilities

PPL Electric

Assets

Cash and cash equivalents
Restricted cashandcashequivalents (c)

Total assets

September 30, 2014 December 31, 2013
1 otul Level 1 Level 2 Level 3 Total Level 1 Level 2

17 17 14 14

582 432 1.50 .547 409 138
83 35 48 81 33 48

98 98 95 95
6 6 6 6

77 77 77 77
40 40 38 38

6 6 5 5
2 2 1 (1) •)

911 582 329 864 550 314
13 13 19 19

S 3.534 S 2.098 S 1.331 S 105 S 3.398 S 1.789 S 1..528 S 81

S 1.1.17 S
64

26

47 _
S 1.274 S

194

2 S 1.06.1 S
64

26

47_ _
2 S 1,200 S

72 S 1.070 $

36

106

^ __
72 S 1.244 S

4 S 1.028 S 38

.16

106

32

4 S 1.202 S 38

194

284 284 85 85

1.041 4 S 945 $ 92 1.188 3 S 1.123 $ 62
1.041 4 945 92 1.188 3 1.123 62

17 17 14 14

.582 432 1.50 .547 409 1.18
83 35 48 81 33 48

98 98 95 95
6 6 6 6

77 77 77 77
40 40 .18 38

6 6 5 5
2 1 (1) •j

911 .582 329 864 550 314
10 10 16 16

S 2.440 S 1.064 S 1.274 S 102 S 2.392 S 877 $ 1.4.17 S 78

1.137 S

1.137 S

_2_ S 1.063 £
2 S 1.063 S

III S III

3 3

114 S 114

72 $ 1.070 ^
72 S 1.070 S

2.'5 S

12

_4_ S 1.028 ^
4 S 1.028 S

25

12

38

38

37 S 37

LKE

Assets

Cash and ca.sh equivalents
Price risk manttgcnKnta.ssets:

Interest rate swaps

S 47 S

6

47

s; 6

S 35 S 35

Cashcollateral posted to counterpanies (d)
Total assets

20 20 70 22
S 73 S 67 S 6 s 57 S 57

Liabilities

Price risk management liabilities:
Interest rate swaps

Total price risk manageoKnt liabilities
S 46 S 46 s 36 S 36
S 46 s 46 s 36 s .16
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September 30, 2014 December 31. 2013

LC.&E

Asscis

Cash and cash equivalents
Price risk management assets:

Interest intc swaps
Cashcollateral postedto counterparties (d)

Total assets

Liabilities
Price risk managenKnt liabilities:

Interest nite swaps
Totalprice risk nianagctiteni liabilities

M
Assets

Cash and cash equivalents
Price risk managenieni assets:

Interest rate swaps
Total assets

Liabilities

Price risk management liabilities:
Interest rate swaps

Total price risk management liabilities

Total Level 1 Level 2

25 $

3

20

48

44

44

22 S

3

25 S

25

20

45

44

44

22 S

Level 3 Total Level I Level 2 Level 3

22

30 30

36 36

36 36

21 S 21

21 $ 21

equivalents" and long-term portion is included in "Other noncunent assets" on theBalance

(b) Included in "Other investments" on the Balance Sheets.
(c) Cu^ni [wnmn is included m"Other current assets" and long-term portion is included in "Other noncurrent assets" on the Balance Sheets.
(d) Included m"Other noncurrent assets" on the Balance Sheets. Represents cash collateral posted to offset the exposure with counterpanies related to

certain interest rate swaps under masternettingarrangements that are not offset.

Arcconciiialion ofnet asscis and iiabililics classified as Level 3 for the periods ended Scplembcr 30, 2014 is as follows:

Fair Vuluc Measurements Using Signincunt Unobscrvuble Inputs (Level 3)
Three Months Nine Months

PPI.

Balance at beginning of
period

Total realized/unrealized

gains (losses)
Included in earnings
Included in OCI (a)

Purchases

Sales

ScttleiiKnts

Transfers out of Level 3

Balance at end of period

PPI^ Eihtl'v SuddIv

Balance at beginning of
period

Total realized/unrealized

gains (I0S.SCS)
Included in earnings

Purchases

Sales

SettleitKni.s

Balance at end of period

Knerg}'
Coninuidities,

Auction

Rate

Cross-

Currency
Lnergy

Cominnditics,
Auction

Kate

Cross-

Currency
net Securities Swaps Total net Securities

s 74 S 16 S 90 S 24 S 19 s 43

(84) (84) (147) (147)
S (I) (1)

67
(6) • (6)

(3) 64 67 (6) 6!
(37) (37) 82

1

82

1
s 20 S 13 s 33 S 20 S 13 s s 33

s 74 S 13 s 87 s 24 S 16 s 40

(84) (84) (147) (147)

67
(6) (6)

(3) 64 67 (6) 6!
(37) (37) 82 82

s 20 S 10 s 30 s 20 S 10 s 30

(a) Energy Commodities, net and "Cross-Currency Swaps" arc included in "Qualifying derivatives" and "Auction Rate Securities" are included in
Available-for-sale securities" on theStatements of Comprehensive Income.
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Areconciliation of net assets and liabilities classified as Level 3for the periods ended September 30, 2013 is as follows:

Fair Value Measurements Using Signiricant Unobser^abJe Inputs (Level 3)

PPL

Balanceat beginningof
period

Total realized/unrealized
gains (losses)

Included in earnings
Included in OCI (a)

Sales

Scltlenwnts
Transfers into L^vel 3
Transfers out of L,cvel 3

Balance at end of period

PPL Energy Supply

Balanceat beginningof
period
Total realized/unrealized
gains (losses)

Included in earnings
Sales

Settlements

Transfers into Level 3

Transfers out of Level 3
Balance at end of period

Three Months
Energy Auclion

Cominodilies, Rale
net Securities

Cross-

Currency
Swaps

40 S

18

(2)
(7)
(2)

47 S

40 S

18

(2)
(7)
(2)

47 S

19 S 3 S

(2)

(I)
19 S

16

16

Nine Months

Total

Enei^ Auclion
Commodities, Rate

net Securities

Cross-

Currency
Swaps

62 $

18

(2)

(2)
(7)

O)
66

56 $

18

(2)
(7)
(2)

63 S

22 $

23

(2)
I

47 S

22 5

23

(2)
I

I

•>

47 S

16 S

19 S

13

16

I S

3

(5)

Total

39

23

I

(2)
I

7

0)
66

35

23

(2)
1

4

2

63

(a) Enerp Commodities, net- and "Cross-Currency Swaps" are included in "Qualifying derivatives" and "Auction Rate Securities" arc included in
Avaiiabie-tor-sale sccunties on theStatements of Comprehensive InconK.

The significant unobservabic inputs used in and quantitative information about the fair value measurement of assets and
liabilities classified as Level 3 arc as follows:

PPL

Energy commodilics

Natural gas contracts (b)

Power sales contracts (c)

FTR purchase contracts (d)

Heat rate options (e)

Auction rate securities (0

PPL Energy' SupdIv

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

FTR purchase contracts (d)

Heat rate options (c)

Auction rate securities (0
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Fair Value, net
Asset

(Liability)

9

(31)

4

38

13

9

(-31)

4

38

10

September 30, 2014

Valuation

Technique

Discounted cash flow

Discounted cash flow

Discounted cash flow

Discounted cash flow

Discounted cash flow

Discounted cash flow

Discounted cash flow

Discounted cash flow

Discounted cash flow

Discounted cash flow

74

Unobservable
Input(s)

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Historical settled prices used to
model forward prices

Proprietary mode! used to
calculate forwardprices

Modeled from SIF^IA Index

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Historical settled prices used to
model forward prices

Proprietary model used to
calculate forward prices

Modeled from SIFMA Index

Range
(Weighted

Average) (a)

17% - 100% (36%)

I7%- 100% (68%)

100%(l00%)

24% - 52% (45%)

53% - 74% (64%)

17% - 100% (36%)

I7%- 100% (68%)

100% (100%)

24% - 52% (45%)

57% - 74% (66%)
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December 31. 2013

PPLPPL

Energy coininodilics

Natuml gas contracis (b)

Power sales coniracis (c)

Auction rale securities (0

PPL Energy Supply

Energy commodities

Natural gas contracts (b)

Power sales contracts (c)

Auction rate securities (0

Fair Value, net
Asset

(Liubililv)
Valuation

Technique
Unobservuhle

Input(s)

Range
(Weighted

Average) (u)

O

O

36 Discounted cash flow

(12) Discounted cash flow

19 Discounted cash flow

36 Discounted cash flow

(12) Discounted cash flow

16 Discounted cash flow

Proprieiar>' model used to
calculate forwardprices

Proprietary model used to
calculate forward prices

Modeled from SIFMA Index

Proprietary model used to
calculate forward prices

Proprietary model used to
calculate forward prices

Modeled from SIFMA Index

10% - 100% (86%)

100%- IOO%(IOO%)

10%-80% (63%)

10% - 100% (86%)

100%- I00%(I00%)

10%-80% (63%)

(a) For energy commodities and auction rate securities, the range and weighted average represent the percentage of fair value derived from the
unobservabic inputs.

(b) As (he foward pncc of natural gas incieases/fdccreases). the fair value of purchase contracts incrcascs/{decreases). As the forward price of natural gas
mcrcases/(decreases). the fair value ofsales contracts (decreases)/incrcases.

(c) As forward market prices increase/(dccrease). the fair value of contracts (decreasesVincreases. As volumetric assumptions for contracts in again
position increase/fdecrcasc). the fair value of contracts incrcases/(decreascs). As volumetric assumptions for contracts in aloss position
increasc/(decrcase). the fairvalue of thecontracts (decreascs)/incn;ases.

(d) As the forward implied spread increases/fdecrcases). the fair value of the contracts increases/(dccrcases).
(e) The proprietary model used to calculate fair value incorporates market heal rates, correlations and volatilities. As the market implied heat rate

incrcases/(decrcascs). the fair value of theconiracis increases/fdecrcases).
(0 model used to calculate fair value incorporates an assumption that the auctions will continue to fail. As the modeled forward rates of the SIFMA

Index incrcasc/(decrcase). the fair value of the securities incieases/(decreases).

Ncl gains and losses on assets and liabilities classified as Level 3and included in earnings for the periods ended
September 30 are reported in the Statements of Income as follows:

PPL and PPL Knergy SiiddIv

Total gains (losses) included inearnings
Change inunrealized gains (losses) relating
to positions still heldat the reporting date

PPL and PPL Energy Supply

Total gains (losses) included inearnings
Change inunrealized gains (losses) relating
to positions still heldat the reporting date

Three Months

Enercv Commodities, net
Unrcguluted

Wholtsale Fnercv
Unregulated

Retail Knergy Fuel
Energy

Purchases
2014 2013 2014 2013 2014 2013 2014 2013

S (102) S 3 S 16 S 3 $ 3 S 2 S 9

6 17 13 3

Nine Months

1

Encntv Commoditic.s. net
Unregulated

Wholesale EiicrEv
Unregulated

Retail Energy Fuel
Energj-

Purcha.scs
2014 2013 2014 2013 2014 2013 2014 2013

(133)

5

(7)

7

(35)

(12)

21

(3)

Price Risk Management Assets/Liabilities - Energy Commotjities {PPL and PPL Energy Supply)

Energy commodity contracts are generally valued using the income approach, except for exchange-traded derivative
contracts, which are valued using the market approach and are classified as Level 1. Level 2contracis arc valued using
inputs which may include quotes obtained from an exchange (where there is insufficient market liquidity to warrant inclusion
in Level I), binding and non-binding broker quotes, prices posted by ISOs or published tariff rates. Furthermore,
independent quotes are obtained Irom the market to validate the forward price curves. Energy commodity contracts include
forwards, futures, swaps, options and structured transactions 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
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comracis or markct-corroboraicci inpuis. In ceriain insianccs. these contracts may be valued using models, including standard
option valuation models and other standard industry models. When the lowest level inputs that are signincant to the fair
value measurement of a contract are observable, thecontract is classified as Level 2.

When unobservabic inputs are significant to the fair value measurement, acontract is classified as Level 3. Level 3contracts
are valued using PPL proprietary models which may include significant unobservable inpuis such as delivery at a location
where pricing is unobservable, delivery dates that are beyond the dates for which independent quotes are available,
volumetric assumptions, implied volatilities, implied correlations, and market implied heat rates. 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' crcditworthiness (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 2and Level 3. The primary reasons for the
transfers during 2013 were changes in the availability of market information and changes in the significance of the
unobservable inputs utilized in the valuation ofthe contract. As the delivery period ofacontract 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 Swaos/Foreinn Ciirrencv Contract.s/Cro.s.c;-Ctirrpnr\/
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-fioating 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), 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 ofdefault 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. For PPL, the primary reason for the
transfers between Level 2and Level 3during 2014 and 2013 was the change in the significance ofthe credit valuation
adjustment. Cross-currency swaps arc valued by PPL's Treasury department, which reports to the CFO. Accounting
personnel, who also report to the CFO, interpret analysis quarterly to classify the contracts in the fair value hierarchy.
Valuation techniques areevaluated periodically.

(PPL and PPL Energy Supply)

NOT Funds

The market approach is used to measure the fair value ofequity securities held in the NOT funds.

• The fair value measurements ofequity securities classified as Level I are based on quoted prices in active markets.

• The fair value measurements of investments incommingled equity funds are classified asLevel 2. These fair value
measurements are based on firm quotes ofnet asset values per share, which arc not obtained from a quoted price in an
active market.

The fair value of debt securities is generally measured using amarket approach, including the use of pricing models which
incorporate observable inputs. Common inputs include benchmark yields, 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 monthly payment data, future predicted cash
flows, collateral performance and new issue data.
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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 probability of realizing 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, creditwonhiness, 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 The primary reason for the transfers
during 2013 was the change in discount rates and SIFMA Index.

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 classify the contracts in the fair value hierarchy. Valuation techniques
are evaluated periodically.

Nonrecurring Fair Value Measurements (PPL and PPL Energy Supply)

The following nonrecurring fair value measurement occurred during the nine months ended September 30, 2014, resulting in
an asset impairment:

Carrj'ing FairValue Mca.s-uremcnts Using
„ . ^">0""' Uvct3 Lo.s.s(b)

PPL and PPI^ l-^nergy SudpIv ^
Kcit Dam Project S 47 j 29 S 18

(a) Represents carr^'ing value before fair value measureiiK-ni.
(b) The loss on the Kerr Dam Project wa.s recorded in the Supply scgitKni and included in "Income (Loss) from Disconiinued Operations (net of inconK

taxes) on PPLs and PPL EnergySupply'sSlatenKntof Income.

The signilicani unobservable inputs used in and the quantitative information about the nonrecurring fair value measurement
of a.sscts and liabilities classified as Level 3 arc as follows:

Fair Vutuc, net Significant Range
Valuation Unolxscrvabte (Wcigtitcd

. 'WchuHjuc Input(s) AvcraecXa)
PPi^ and PPl. Kiicrgv SiidoIv °'

Kerr Dam Project
March 31,2014 S 29 Discounted cash flow Proprietary model used to 38% (38%)

calculate plant value

(a) The rtingc and weighted average represent the percentage offair value derived from (he unobservable inputs.

Kerr Dam Proiect

As disclosed in Note 11 in PPL's and PPL Energy Supply's 2013 Form lO-K, PPL Montana holds ajoint operating license
issued for the Kerr Dam Project. The license extends until 2035 and. between 2015 and 2025, the Confederated Salish and
Kootenai Iribes of the Flathcad Nation (the Tribes) have the option to purchase, hold and operate the Kerr Dam Project. The
parties submitted the issue ofthe appropriate amount ofthe conveyance price to arbitration in February 2013. In March
2014, the arbitration panel issued its final decision holding that the conveyance price payable by the Tribes to PPL Montana
is $18 million. Asa result of the decision, PPL Energy Supply performed arecoverability test on the Kerr Dam Project and
recorded an impairment charge. PPL Energy Supply performed an internal analysis using an income approach based on
discounted cash Hows (a proprietary PPL model) to assess the fair value of the Kerr Dam Project. Assumptions used in the
PPL proprietary model were the conveyance price, forward energy price curves, forecasted generation, and forecasted
operation and maintenance expenditures that were consistent with assumptions used in the business planning process and a
market participant discount rate. Through this analysis, PPL Energy Supply determined the fair value of the Kerr Dam
Project to be $29 million at March 31, 2014.

The assets were valued by the PPL Energy Supply Financial Department, which reports to the President of PPL Energy
Supply. Accounting personnel, who report to the CFO, interpreted the analysis to appropriately classify the assets In the fair
value hierarchy.
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Financial Instruments Not Recorded at Fair Value (All Registranis)

The carrying amounts of contracl adjustment payments related to the 2011 Purchase Contract component of the 2011 Equity
Units and long-term debt on the Balance Sheets and their estimated fair values are set forth below. The fair values ofthese
instruments were estimated using an income approach by discounting future cash Rows 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.

September 30, 2014

Conlrnct iidiustmcnt onvmcnL'; Inl
PPL

Long-term debt

PPL

PPL EnergySupply
PPL Electric

LKE

LC&E

KU

(a) includedin "Othercurrent liabilities" on the BalanceSheets.

The carrying value of short-term debt (including notes between affiliates), when outstanding, approximates fair value due to
the variable interest rates associated with the short-term debt and is classified asLevel 2.

Credit Concentration Associated with Financial Instruments

(All Registranis)

Contracts arc entered into with many entities for the purchase and sale of energy. When NPNS is elected, the fair value of
these contracts is not reflected in the financial statements. However, the fair value ofthese contracts is considered when
committing to new business from acredit perspective. Sec Note 14 for information on credit policies used to manage credit
risk, including master netting arrangements and collateral requirements.

(PPL and PPL EnergySupply)

At September 30, 2014, PPL and PPL Energy Supply had credit exposure of $649 million from energy iradin" partners
excluding exposure from related parties (PPL Energy Supply only) and the effects of netting arrangements, reserves and
collateral. As aresult of netting arrangements, reserves and collateral, PPL and PPL Energy Supply's credit exposure was
reduced to $319 million. The top ten counterparties including their affiliates accounted for $190 million, or 59%, of these
exposures. Eight ofthese counterparties had an investment grade credit rating from S&P or Moody's and accounted for 87%
of the top ten exposures. The remaining counterparties have not been rated by S&P or Moody's, but are current on their
obligations. See Note 11 for information regarding PPL Energy Supply's related party credit exposure.

(PPL Electric)

PPL Electric is exposed to credit risk under energy supply contracts (including its supply contracts with PPL EnergyPlus);
however, its PUC-approved recovery mechanism is anticipated to substantially mitigate this exposure.

(LKE, LG&E and KU)

At September 30, 2014, LKE's, LG&E's and KU's credit exposure was not significant.

14. Derivative Instruments and Hedging Activities

Risk Management Objectives

(All Registrants)

PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities,
interest rates on debt issuances and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including
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non-pcrformancc risk and paymcni default risk). The RMC, comprised of senior management and chaired by the Chief Risk
Omccr, 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 aresult of price changes associated with aparticular financial
or commodity instrument as well as market liquidity and volumetric risks. Forward contracts, futures contracts, options
swaps and structured transactions are utilized as part of risk management strategics 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 ofthe contracts meet the definition ofaderivative. All derivatives are
recognized on the Balance Sheetsat their fair value, unless NPNS is elected.

The table below summarizes the market risks that affect PPL and its Subsidiary Registrants.

Commodiiy price risk (includingbasis and
volumeiric risk)

incercsi rale risk:

Debt issuances a m M M M
l^rmcdbencfii plans X X M M m M
NDT sccuniics X x

Equity sccuriiics price risk:
IJcHncd bcneHi plans a m M m M
NDTsecurities X X
Future stock transactions X

Foreign currency risk - WPD investment and
earnings X

X =PPL and PPL Energy Supply actively mitigate market risks itirough their risk management programs described above
M =The regulatory environments for PPL's regulated entities, by deHnition, significanity mitigate market risk.

Commodity price risk

• PPL IS exposed to commodity price risk through its domestic subsidiaries as described below. WPD is exposed to
volumetric risk which is significantly mitigated as a result ofthe method ofregulation in the U.K.

• PPL Energy Supply is exposed to commodity price risk for energy and energy-related products associated with the sale of
electricity from its generating assets and other electricity and gas marketing activities 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 risk from its obligation as PLR; however, its PUC-approved cost recovery
mechanism substantially eliminates its exposure to this 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.

• LG&Es and KUs 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 changes in foreign currency exchange rates and interest rates. LC&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, when appropriate, in connection with
future debt issuances. This risk for PPL Electric, LG&E and KU is significantly mitigated due to recovery mechanisms in
place.

PPL

PPL

Enercv SuddIv
PPL

Electric LKE LG&E

X X M M M

X X M M M
X X M M M
X X

X X M M M
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• PPL and its subsidiaries are exposed to interest rate risk associated with debt securities held by defined benefit plans.
This risk is significantly mitigated to the extent that the plans are sponsored at, or sponsored on behalf of, the regulated
domestic utilities and for certain plans at WPD due to the recovery mechanisms in place. Additionally, PPL Energy
Supply is exposed to interest rate risk associated with debt securities held by the NDT.

Equity securities price risk

• PPL and its subsidiaries are exposed to equity securities price risk associated with defined benefit plans. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery mechanisms in
place. Additionally, PPL and PPL Energy Supply are 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 and earnings ofUK
affiliates. ®

Credit Risk

Credit risk is the potential loss that may be incurred due to acounterparty's non-performance.

PPL IS exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as
well as additional credit risk through certain of its subsidiaries, asdiscussed below.

PPL Energy Supply is exposed to credit risk from "in-the-nioney" commodity derivatives with its energy trading partners
which include other energy companies, fuel suppliers, financial institutions, other wholesale customers and retaU customers.

The majority of PPL and PPL Energy Supply's credit risk stems from commodity derivatives for multi-year contracts for
energy sales and purchases. IfPPL 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 financial losses. Those losses would be recognized immediately or through lower
revenues or higher costs in future years, depending on the accounting treatment for the defaulted contracts. In the event 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, subject to regulatory review or other
processes, appropriate incremental costs incurred by these entities would be recoverable from customers through applicable
rate mechanisms, thus mitigating the financial 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 or provisions. 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, their tangible net worth falls below specified percentages 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 on the balance sheets arc 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 $10
million and $9 million at September 30, 2014 and December 31, 2013.

PPL Electric, LKE and LG&E had no obligation to return cash collateral under master netting arrangements at September 30
2014and December 31,2013. » e y . ,

PPL, LKE and LG&E posted $20 million and $22 million ol cash collateral under master netting arrangements at
September 30, 2014 and December 31, 2013.
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PPL Energy Supply, PPL Eleclric and KU did not post any cash collateral under master netting arrangements at
September 30, 2014 and December 31, 2013.

See "Offsetting Derivative Investments" below for asummary of derivative positions presented in the balance sheets where a
right ol setoffexists under these arrangements.

(PPL and PPL EnergySupply)

Commodity Price Risk (Non-trading)

Commodity price risk, including basis and volumetric risk, is among PPL's and PPL Energy Supply's most signiHcant 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 mOuence 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
ol current and potential federal and state regulations.

PPL Energy Supply maximizes the value of its unregulated wholesale and unregulated retail energy portfolios through the
use ol non-iradmg strategies that include sales of competitive baseload generation, optimization of competitive intermediate
and peaking generation and marketing activities.

PPL Energy Supply has aformal hedging program to economically hedge the forecasted purchase and sale of electricity and
related fuels lor its competitive ba.seload generation lleet, which includes 7,369 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 lleet, which includes 3,309 MW (summer rating) of natural gas and oil-fired generation. PPL Energy Supply's
marketing portfolio is comprised of full-requirement sales contracts and related supply contracts, retail natural gas and
electricity sales contracts and other marketing activities. The strategics that PPL Energy Supply uses to hedge its full-
requirement sales contracts include purchasing energy (at aliquid 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 financial 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 are non-
derivatives or NPNS is elected and therefore they arc not reflected in the financial statements until delivery. PPL and PPL
Energy Supply segregate their non-trading activities into two categories: cash How hedges and economic activity as
discussed below.

Cash Flow Hedges

Certain derivative contracts have qualified for hedge accounting so that the effective portion of aderivative's gain or loss is
deferred in AOCI and reclassified into earnings when the forecasted transaction occurs. There were no active cash flow
hedges during the three and nine months ended September 30, 2014. At September 30, 2014, the accumulated net
unrecognized after-tax gams (losses) that arc expected to be reclassified into earnings during the next 12 months were $21
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. There were
no such reclassifications for the three and nine months ended September 30, 2014 and 2013.

For the three and nine months ended September 30, 2014 and 2013, hedge ineffectiveness associated with energy derivatives
was insignilicant.

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 because
hedge accounting was not elected. These derivatives hedge aportion 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 also includes the ineffective portion
of qualifying cash fiow hedges (see "Cash Flow Hedges" above). The derivative contracts in this category that existed at
September 30, 2014 range in maturity through 2019.
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Examples of economic activity may include hedges on sales ofbaseload 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 full-requirement sales contracts, Spark Spread hedging contracts, retail electric and natural gas
aciivmes, and fue 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 lied to a
particular generating unit. Since the physical generating capacity is owned, price exposure is generally capped at the price at
whKh the generating unit would be dispatched and therefore does not expose PPL Energy Supply to uncovered market price

The unrealized gams (losses) for economic activity for the periods ended September 30 were as follows.

Operating Revenues
Unrcguiaicd wholesale energy
Unregulated retailenergy

Operating Expenses
Fuel

Energy purchases

Commodity Price Risk (Trading)

PPL Energy Supply has aproprietary trading strategy which is utilized to take advantage of market opportunities primarily in
Its geographic lootprint. As aresult, PPL Energy Supply may at times create anet open position in its portfolio that could
result in losses if prices do not move in the manner or direction anticipated. Net energy trading margins, which are included
in Unreplatcd wholesale energy" on the Statements of Income, were $58 million for the nine months ended September 30
2014 and were insignificant for the three months ended September 30, 2014 and the three and nine months ended
September 30, 2013.

Commodity Volumes

At September 30, 2014, the net volumes of derivative (sales)/purchase contracts used in support of the various strategies
discussed above were as follows.

Commoditv 2014(b)

Three Munth.s Nine Months
2014 2013 2014 2013

S 299 S
2

(49) $

(2)
(58!) S

(20)
(281)

10

(9)
(217)

3

37
(3)

402
(2)

192

VolunKS (a)
2015 2016

Power

Capacity
Gas

FTRs

Oil

Unit of Measure

MWh

MW-Monlh

MMBlu

MW-Monih

Barrels

(12.324.114)
(4.070)

46.661.0.5.1

1.457

(141.2.16)

(12.192.825)
(5.5.54)

59.985,428
3.051

374.062

(1.488.1.19)
.501

.14.896.181

328.837

Thereafter

5.457.755
9

6.831.0.15

274.872

(a) Volumes for option coniiacts factor in the probability of an option being exercised and may be less than the notional amount of the option
(b) Represents balance of thecurrent year. vc-u".

Interest Rate Risk

(PPL, LKE, LC&E and KU)

PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rale risk. Various financial
denvaitve instruments arc utilized to adjust the mix of fixed and fioaiing interest rates in their debt portfolio, adjust the
duration of the dt^bt portfolio and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk
limits under PPL srisk management program arc designed to balance risk exposure to volatility in interest expense and
changes mthe fair value ofthe debt portfolio due to changes in benchmark interest rates.

Cash Flow Hedges

(PPL)

Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future
amicipatcd financings. Financial interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge
floating interest rale risk associated with both existing and anticipated debt issuances. At September 30, 2014, PPL held an
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aggregate notional value in interest rate swap contracts of $1.2 billion that range in maturity through 2045 The amount
outstanding includes swaps entered into by PPL on behalf of LG&E and KU. Realized gains and losses on the LG&E and
KU swaps arc probable of recovery through regulated rates; as such, any gains and losses on these derivatives are included in
regulatory assets or liabilities and will be recognized in "Interest Expense" on the Statements of Income over the life of the
underlying debt at the time the underlying hedged interest expense is recorded.

At September 30,2014, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $1 3billion that
range in maturity through 2028 to hedge the interest payments and principal ofWPD's U.S. dollar-denominated senior notes.

For the three months ended September 30, 2014 and 2013, PPL had no hedge ineffectiveness associated with interest rate
derivatives. There were insignificant amounts of hedge ineffectiveness associated with interest rate derivatives for the nine
months ended September 30, 2014 and 2013.

Cash How 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 arc reclassified into earnings once it is
determined that the hedged transaction is probable of not occurring. For the nine months ended September 30, 2014 PPL
had an insigniHcant amount reclassified associated with discontinued cash flow hedges. There were no such rcclassi'fications
lor the three months ended September 30, 2014 and the three and nine months ended September 30, 2013.

At September 30, 2014, 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 reclassiHcd as the hedged interest
expense is recorded.

(LKE, LG&E and KU)

Periodically, LG&E and KU enter into forward-starting interest rale swaps with PPL that have terms identical to forward-
starting swaps entered into by PPL with third parties. Realized gains and losses on all of these swaps are probable of
recovery through regulated rates; as such, any gains and losses on these derivatives are included in regulatory assets or
liabilities and will be recognized in "Interest Expense" on the Statements of Income over the life of the underlying debt at the
time the underlying hedged interest expense is recorded. For the three and nine months ended September 30, 2014 there was
no hedge ineffectiveness recorded for the interest rate derivatives. At September 30, 2014, the total notional amount of
forward starting interest rate swaps outstanding was $650 million (LG&E and KU each held contracts of $325 million) The
swaps range in maturity through 2045. In October 2014, additional forward-starting swaps with PPL were entered into with
notional amounts totaling $350 million ($175 million each for LG&E and KU). These swaps also range in maturity through
2045.

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 aterminated swap contract, are recoverable through regulated rates, any
subsequent changes in fair value of these derivatives arc 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 ofIncome at the time the
underlying hedged interest expense is recorded. At September 30, 2014, LG&E held contracts with a notional amount of
$179 million that range in maturity through 2033.

Foreign Currency Risk (PPL)

PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. 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 ofexpected earnings.

Net Investment Hedges

PPL enters into foreign currency contracts on behalf ofa subsidiary to protect the value ofaportion ofits net investment in
WPD. The contracts outstanding at September .30, 2014 had anotional amount of £306 million (approximately $494 million
based on contracted rates). The settlement dates of these contracts range from November 2014 through June 2016.

Additionally, a PPL Global subsidiary that has a U.S. dollar functional currency entered into GBP intercompany loans
payable with PPL WEM subsidiaries that have GBP functional currency. The loans qualify as anet investment hedge for the
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PPL Global subsidiary As such, the foreign currency gains and losses on ihe intercompany loans for the PPL Global
subsidiary are recorded to the foreign currency translation adjustment component of OCI. At September ^0 2014 the
outstanding balances of the intercompany loans were £34 million (approximately $56 million based on spot'rates)' For the
<\nT ^ "r September 30, 2014, PPL recognized an insigniHcant amount of net investment hedge gains(losses) on the intercompany loans in the foreign currency translation adjustment component of OCI For the three and nine

the intercompany loans mthe foreign currency translation adjustment component of OCI.

At September 30, 2014, PPL had $4 million of accumulated net investment hedge after tax gains (losses) that were included
mthe foreign currency translation adjustment component of AOCI, compared to an insignificant amount at December 31,

Economic Activity

r-TrninorVrlr "subsidiary to economically hedge GBP-denominated anticipatedearnings. At September 30, 2014, the total exposure hedged by PPL was approximately £1.6 billion (approximately $2.6
bdiion based on contracted rates). These contracts had termination dates ranging from October 2014 through December

Accounting and Reporting

(All Registrants)

All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected.
NS contracts for PPL and PPL Energy Supply include certain 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 recognizxd currently mearnings unless specific hedge accounting criteria are met and designated as such, except for the
changes in lair values of LC&E's and KU's interest rate swaps that arc recognized as regulatory assets or regulatory
liabilities. See Note 6for amounts recorded in regulatory assets and regulatory liabilities at September 30, 2014 and
December 31, 2013. PPL and PPL Energy Supply have many physical and financial commodity purchases and sales
contracts that economically hedge commodity price risk but do not receive hedge accounting treatment. As such, realized
and unrealized gams (losses) on these contracts are recorded currently in earnings. Generally each contract is considered a
unit of account and PPL and PPL Energy Supply present gains (losses) on physical and financial commodity sales contracts
m Unregulated wholesale energy" or "Unregulated retail energy" and (gains) losses on physical and financial commodity
purchase contracts in "Fuel" or "Energy purchases" on the Statements of Income. Certain of the economic hedging strateojes
employed by PPL Energy Supply utilize acombination of financial purchases and sales contracts which are similarly
reported gross as an expense and revenue, respectively, on the Statements of Income. PPL Energy Supply reeords realized
hourly net sales or purchases of physical power with PJM in its Statements of Income as "Unregulated wholesale energy" if
ma net sales position and "Energy purchases" ifin a net purchase position.

See Notes I and 19 in each Registrant's 2013 Form lO-K for additional information on accounting policies related to
derivative instruments.

(PPL)

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

I)crivativc.sdcsignutcd as
ticdging instruments

September 30, 2014
Derivatives not designated

U.S ticdging in.strunM:nLs

A.ssets Liabililic.sAssets Liabilities

December 31,2013
Derivatives designated as

hedging instruments
Assets Liabilities

Derivatives not designated
as hedging instruments

A.ssets Liabitities
Curreni:

Price Risk Managcmcm
Asscis/Liabtlilics (a):

Inicrcsi rale swaps (b)
Cross-cufTcncy swaps (b)
Foreign currency
comnicis

Commodiiy coniracis
Tola) current

6

7 S

4 S 82

28
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Noncurrcni:

Price Risk Managcmcni
Asscls/Liabiliiies (a):

Inicresi raceswaps (b)
Cross-currency swaps(b)
Foreign currency
contracts

Commoditycontracts
Total noncurreni

Total derivatives

Derivativesdesignatedas
hedging instruments

Derivativesnot designated
as hedging instruments

Derivatives designated as
hedging instruments

Derivativesnot designated

Assets Liabilities AsseLs Liabilities As.scts Liabilities

6 7

41

38 9

28
32

6 26 4

328 287
4

328

31

320
12 48 354 329 9 32 328 383

S 12 S 76 $ 1.086 S 1.198 S 91 S .52 $ 1.188 S 1.192

(a) Represents the location on the Balance Sheets.
(b) Excludes accrued interest, if applicable.

The following lables present the pre-tax effect of derivative insirumenls recognized in income, OCI or regulatory assets and
regulatory liabilities for the periods ended September 30, 2014.

Derivative Gain
(Loss) Recognized in

Derivative OCI (EtTeclive Portion)
Relationships Three Months NineMonths

Cash Flow Hedges;
Interest rate swaps
Cross-currency swaps

Location of

Gain (1>oss)
Recognized

in Income

on Derivative

Commodity contracts

(.S)
(2)

(65) Interest expense
(18) Interest expense

Other inconK*

(ex[x:nse) • net
Unregulated
wholesale

energy

Energy purchases
Depreciation
Discontinued

operations

Three Month.s

Gain (Loss)
Reclassified

from AOCl

into Income

(Effective

Portion)

Gain (Lo.ss)
Recognized
in Income

on Derivative

(InelTcctivc
Portion and

Amount

E.xcluded from

Effectiveness

Testing)

12

(2)
8

I

1

Nine Months

Gain (Loss)
Reclassified

from AOCI

into

Income

(Effective

Portion)

Gain (Los.s)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

Excluded from

Effectiveness

Testing)

(14) S
I

(17)

(I)
23

•>

Total S (7) S (83) S 15 $ S 2

Net Investment Hedges:
Foreign currency
contracts $ 25 S 7

Derivatives Not Designated as
Hedging instruments

Location of Gain (Los.s) Recognized in
Income on Derivative

Foreign currency contracts
Interest rate swaps
Commodity contracts

Other income(expense)• net
Interest cxpcn.se
Unregulated wholesale energy(a)
Unregulated reiail energy
Fuel

Energy purchajtes (b)
Discontinued operations

S 1.34 S

(2)
617

18

(8)
(505)

2

38

(6)
(2.520)

(34)

(1)
1.937

4
Total S 256 S (.582)

Derivatives Not Designated as
Hedging InstrunKnts

Location of Gain (Loss) Recognized as
Regulatorv Liabilitic.s/A.sseLs Three Months Nine Months

Interest rate swaps Regulator)' u-sseis • noncurreni
(6)
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Dcrivutives Designatedas
Hedging Instruments

Location ofGain (Loss) Recognized as
Regulatory Liabilities/Assets

Regulatory assets - noncuircni

Regulatory liabilities - noncurreni

Three Months Nine Months

Interest rale swaps
(4)

6

(4)

6

asse. an.

Derivative

Relationships
Cash How Hedges:

interest rate swaps
Cross-currency swaps

Commodity contracts

Total

Net Investment Hedges:
Foreigncurrencycontracts

Derivative Gain
(Loss) Recognized in

OCI (Effective Portion)
Three Months Nine Months

Location of

Gain (Ivoss)

Recognized
in Income

on Derivative

2.^ S 102 Interest expense
(-^6) 16 Interest expense

Other income

(expense) • net
Unregulated
wholesaleenergy

Fnergy purchases
Depreciation
Discontinued

Three Months

Gain (Loss)
Rcclassificd

from AOCI

into Income

(Effective

Portion)

Gain (I^ss)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

Hixcluded from

Effectiveness

Testing)

(5)
(I)

(25)

54

(II)
I

Nine Months

Gain (Loss)
Reclassified

from AOCI

into

Income

(EfTcctive

Portion)

Gain (Loss)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

Excluded from

Effectiveness

Testing)

(14)

45

178 S

(41)

s (M) S 1)8 S 17 $ 190 S 1

$ (22) S (5)

DerivativesiNot Designated as
Hedging InstrumcnLs

Foreign currencycontracts
Interest rate swaps
Commodity contracts

Location of Gain (I^ss) Recognized in
Income on Derivative

Otherincome (expense) • net
Interest expense
Unregulated wholesale energy
Unregulated retailenergy
Fuel

Energy purchases
Discontinued operations
Total

Location of Gain (Loss) Recognized as
Rcgulator>- Liabilities/Assets

Regulatory assets - noncurreni

Three Months

(117)
(2)

114

3

4

(86)
4

Nine Months

6

(6)
139

18

2

(99)
13

Derivatives Not Designated as
Hedging Instruments

Interest rate swaps

Derivatives Designated as
Hedging InstrumcnLs

Interest rate swaps

ppli0q_9-l4 Rnal as Fiied.docx Confidential
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(PPL EnergySupply)

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

O

o

Current:

Price Risk Management
Assets/Liabilities (a);

Commodity contracts
Total current

Noncuireni;

Price Risk Martagcmeni
Assets/Liabilities (a):

Commoditycontracts
Total noncurreni

Total derivatives

(a) Represents the locationon the BalanceSheets.

Septcmber30 20M of derivative instruments recognized in income or OCI for the periods ended

September 30.2014 December 31. 2013
Derivatives not designated Derivatives not designated

as hedging instruments as hedging instruments
Assets Liabilities Assets Liabilities

Derivative

Relationships
Cash Flow Hedges:

Commodity contracts

Total

Derivative Cain
(Loss) Recognized in

OCI (KfTcctivc Portion)
Three Months Nine Months

Location of

Cains (l^osscs)
Recognized

in Income

on Derivative

Unregulated
wholesale

energy

Energy purchases
Depreciation
Diitconiinucd
operations

713 S 850 S

713
860 S 750

850 860 750

328 287

328
328 320

287
1.041 S

328

1.137 S
320

1.188 S 1.070

Three Months

Cain (Loss)
Reclussifled

from AOCI

into Income

(Effective
Portion)

(2)

Cain (Loss)
Recognized
in InconK

on Derivative

(Ineffective
Portion and

Amount

E.xcludcd from

Efrcctivene.ss
Te.stinB)

Nine Months

Cain (Loss)
Reclassifled

from AOCI

into Income

(Effective

Portion)

(I)
23

I

29

Cain (Lo.ss)
Recognized
in InconK

on Derivative

(Ineffective
Portion and

Amount

E.xcludcd from
Effectiveness

Testing)

Derivatives Not Designated us
Hedging Instruments

Locutionof Cain (Loss) Recognized in
Incomeon Derivative

Unregulated wholesale energy(a)
Unregulated retail energy
Fuel

Energy purchases (b)
Discontinued operations
Total

Three Months Nine Months

Commodity contracts
617

18

(8)
(505)

1

124 S

(2.520)
(34)

(1)
1.937

4

(614)

(a) The nine month jKnod ended September 30. 2014 includes signincam realized and unrealized losses on physical and financial commodity sales
contracts due to the unusually cold weather experienced inthe first quaner of2014.

(b) The nine inonth period ended September 30. 2014 includes significant realized and unrealized gains on physical and financial commodity puithase
contracts due to the unusually cold weather experienced in the first quarter of2014.

The following labies present the prc-iax effect of derivative instruments recognized in income or OCI for the periods ended
September ."^0, 2013.
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Derivative

Relationshios

Location of
Derivative Gain Gains (Lo.sscs)

(Loss) Recognized in Recognized
OCKEffective Portion) inln^nr««

1hree Months Nine Months on Derivaiivo

Gain (Loss)
Reclu-ssified
from AOCI
into Income

(Effective

Gain (Loss)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

Excluded from
Efreclivcnc.ss

Gain (Loss)
Reciassificd
from AOCI
into Income

(Effective

Gain (Loss)
Recognized
in Income

on Derivative

(Ineffective
Portion and

Amount

E.xcludcd from
Effectiveness

Cominotiiiy contracts
Unregulated
wholesale energy

Energy purchases
l!)cprcciation
Discontinued

S 54

(11)
1

S 178

(4!)
2

S 1

Total
onerations 4 20

O

o

48

Derivatives NotDesignated as
Hedeinc InslrumenLs

Location ofGain(Loss) Recognized in
Income on Derivative

Commoditycontracts Unregulated wholesale energy s
Unregulated retail energy
Fuel

Energy purcha.ses
Discontinued operations

114 S

.1

4

(86)
4

\39

18

2

(99)
13t otai ^

.^9 S 73

(LKE)

I'̂ sh nlttcdges'''' '"'Privative inslrumenls designated as
September 30. 2014 Dccember3L2013

Noncurrcnt:

Price RiskManagement
Assets/Liabilities (a):

interest rate swaps S 6 S 4

A.ssets Liubilifiec

(a) Represents the locaiion on the Balance Sheets.

The following lablcs present the pre-lax effect of derivative instruments designated as
regulatory assets and liabilities for the periods ended September 30, 2014. cash flow hedges that are recognized in

Derivative instruments Location of Gain (l^oss)

Intcrcsi rate swaps Regulatory assets- noncurrcnt $ (4) s (4)

Derivative Instruments Location of Gain (Loss) Three Months Nine Months

Intcrcsi rale swaps Regulatory liabilities - noncurreni 6 S

The following labic prcscnls the pre-tax cffecl of derivative instruments designated as cash flow hedges that are recogni7ed in
regulatory liabilities for the periods ended September 30, 2013.

Derivative Instrumcnts

Interest rate swaps

(LG&E)

The following lable prcscnls ihc fair value and Ihc localion on the Balance Sheets ofderivalivc inslrumenls designated as
cash (low hedges.
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September 30, 2014 December 31. 2013

Noncurrent;
A.sscts Liabilitic.s

Price RiskManagement
A.sscl.s/Liabililics (a):

Interest rate swaps S 3 S 2

(a) Rcprcscnis the iocaiion on ihc Balance Sheets.

The following lables present the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized i
regulatory assets and liabilities for the periods ended September 30, 2014.

Derivative In.strunicnLs

Interest rate swaps

Derivative Instruments

Interest rate swaps

Locution of Gain (Loss)

Regulator)' assets • noncurrent

Location of Cain (l>os.s)

Regulatory liabilities - noncurrent

Three Months Nine Months

(2) S (2)

Three Months Nine Months

3 S

The following table presents the pre-tax effect of derivative instruments designated as cash How hedges that are recognized in
regulatory liabilities for theperiods ended September 30, 2013.

Derivative Instruments

Interest rate swaps

(KU)

The following table presents the lair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.

Location of Gain (l^oss)

Regulatory liabilities • noncurrent

Three Months Nine Months

6 S 3.S

September 30, 2014 December 31, 2013

Noncurrent:
A.s.scLs Liabililias A.sscts Liabilities

Price Risk Management
Assets/Liabilities (a):

Interest rate swaps S 3 S 2

(a) Represents the location on the Balance Sheets.

The following tables present the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets and liabilities for the periods ended September 30, 2014.

Dcrivalive Instruments

Interest rate swaps

Dcrivulive Instruntents

Interest rate swaps

Locntion of Gain fl>o.s.s)

Regulator)'assets •noncurrent

Location of Gain (Iv0.s.s)

Regulatory liabilities • noncurrent

Three Mon(h.s'

Three Months

Nine Months

(2) S (2)

Nine Months

3 S

The following table presents the pre-tax effect of derivative instruments designated as cash Bow hedges that are recognized in
regulatory liabilities for the periodsended September 30, 2013.

Derivative lastrumcnLs

Interest rate swaps

(LKE and LG&E)

The following table presents the lair value and the location on the Balance Sheets of derivatives not designated as hedging
instruments.
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September 30, 2014 December 31, 2013
Asset.s Liabilities Assets Liabilities

Currcni:

Price Risk Management
Asscls/Uabilities (a);

Interest rate swaps S 4 S 4
Total currcni 4 4

Noncurreni;

Price Risk Management
Assets/Liabilities (a):

Interest rate swaps 38 3^
Total noncurrcnt 38 3''

Total derivatives s 42 S 36

(a) Represents the location on the Balance Sheets.

The following tables present the pre-tax effect ofderivatives not designated as hedging instruments recognized in income or
regulatory assets for the periods ended September 30, 2014.

Derivative Instruments
Location of Gain (I>oss) Recognized in

InconH: on Derivatives Three Months Nine Month.s

Interest niic swaps Interest expense S (2) S (6)

Derivative Instruments
Locution of Gain (Loss) Recognized in

Reitululorv A.ssets Three Months Nine Months

Interest rate swaps Regulatory assets - noncurrcnt S (6)

The following tables present thepre-tax effect of derivatives not designated as
regulatory assets for the periods ended September 30, 2013.

hedging instruments recognized in income or

Derivative instruments
Location of Gain (Loss) Recognized in

Income on Dcrivativc.s Three Month.s Nine Months

Interest rate swaps Interest expense S (2) S (6)

Derivative Instruments
Locution of Gain (I..O.SS) Recognized in

Reculutor\' A.s.scts Three Months Nine Months

Interest rate swaps

(All Registrants except PPL Electric)

Offsetting Derivative Instruments

PPL, PPL Energy Supply, LKE, LG&E and KU orcertain of their subsidiaries have master netting arrangements orsimilar
agreements in place including derivative clearing agreements with futures commission merchants (FCMs) to permit the
trading ofcleared derivative products on one or more futures exchanges. The clearing arrangements permit an FCM to use
and apply any property in its possession asa set offto pay amounts ordischarge obligations owed by acustomer upon default
of the customer and typically do not place any restrictions on the FCM's use ofcollateral posted by the customer. PPL, PPL
Energy Supply, LKE, LC&E and KU and their subsidiaries also enter into agreements pursuant to which they trade certain
energy and other products. Under theagreements, upon termination of theagreement as a result of a default or other
termination event, the non-defaulting party typically would have a right to setoff amounts owed under the agreement against
any other obligations arising between the two parlies (whether under the agreement ornot), whether matured orcontingent
and irrespective of the currency, place of payment or place of booking of the obligation.

PPL, PPL Energy Supply, LKE, LC&E and KU have elected not to offset derivative assets and liabilities and not to offset net
derivative positions against the right to reclaim cash collateral pledged (an asset) or the obligation to return cash collateral
received (a liability) under derivatives agreements. The table below summarises the derivative positions presented in the
balance sheets where a right ofsetoff exists under these arrangements and related cash collateral received orpledged.
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September 30. 2014
PPL

Energy Commodities
Treasury Derivatives

Total

PPL Energy SiiddIv

Energy Commodities

LKE

Treasury Derivatives

LG&ii:

Treasury IX'rivatives

KU

Treasury Derivatives

December 31. 2013
PPL

Energy Commodities
Treasury Derivatives

Total

PPL Energy SiiddIv

Energy Commodities

LKE

Treasury I>:rivatives

LC&E

Treasury Derivatives

Asset.s
Eligible for OfTset

Gush
Derivative Collateral

Gross ln.struments Received Net

Liabilities
Eligible for Offset

Cash

Derivative Collateral
Gross Instruments Pledged Net

S 1.041 S

57

1.098 S

S 9 5 117 S 1.137 5 9I.S 5
46 M J37 46

102 S 120

21 70
961 5 9 S 128 5 1.274 $ 961 $ 123 S 190

S 915 5 9 5 117 5 1.137 S 915 S 102 S 120

6 5

3 5

3 5

S 1.188 5 912 5
91 61

1.279 5 973

1.188 5 912 5

2 $ 46 5 4 $ 19 S 23

IS 44 5 2 5 19 S 23

IS 2 5

7 S 269 5 1.070 5 912 5
30 174 61

7 5 269 5 1.070 5 912 5

36

36

1 5 157
23 90

7_ 5 299 5 1.244 5 973 5 24 5 247

I 5 157

20 5 16

20 5 16

Credit Risk-Related Contingent Features

Cerlain derivative contracts contain credit risk-related contingent features which, when in anet liability position, would
permit the counlerparties to require the transfer of additional collateral upon adecrease in the credit ratings of PPL, PPL
Energy Supply, LKE, LG&E and KU or certain of their subsidiaries. Most of these features 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 (i.e.. below BBB- for S&P orFitch, or Baa3 for Moody's). Some ofthese features al.so would allow the
counterparty to require additional collateral upon each downgrade in the credit rating at levels that remain above investment
grade. In cither case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an
investment grade affiliate were allowed, most of these credit contingent features require either immediate payment of the net
liability as atermination payment or immediate and ongoing full collatcralization on derivative instruments in net liability
positions.

Additionally, certain derivative contracts contain credit risk-related contingent features 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. Acounterparty demanding adequate assurance could require atransfer of additional collateral or other security,
including letters of credit, cash and guarantees from acreditworthy entity. This would typically involve negotiations among
the parties. However, amounts disclosed below represent assumed immediate payment or immediate and ongoing full
collateralizalion for derivative instruments in net liability positions with "adequate assurance" features.

(AllRegistranis exceptPPL Electric and KU)

At September 30, 2014, derivative contracts in anet liability position that contain credit risk-related contingent features,
collateral posted on those positions and the related effect of adecrease in credit ratings below investment grade are
summarized as follows:
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PPL

KncrRv Supply LKE LC&E
Aggregati: fair value ofderivaiive instruments ina net liability

position with credit risk-related contingent features S
Aggregate fair valueof collateralpostedon these derivative instruments
Aggregate fairvalue of additional collateral requirements in theevent of

a credit downgrade below investment grade (a)

(a) Includes the effect ofnet receivables and payables already recorded onthe Balance oncei.
(b) Dunng "he^cond quaner of 2014. PPL Energy Supply experienced adowngrade in its corporate credit ratings to below investment grade. Amounts

related toPPL tmergy Supply represent net hability positions subject tofurther adequate assurance features.

15. Goodwill

(PPL)

The changes in the carrying amounts ofgoodwill by segment were as follows.

U.K. Regulated Kentucky Regulated .Supply Total
Balance at December .11.2013 (a) S 3.143 S 662 S 4^0 S 422s

Allocation to discontinued operations (b) /g,. "
Effect of foreign currency exchange rales 44 ~ ^

Balance at September .30.2014 (a) S 3.187 $ 662 $ 333 S

(a) There were no accumulated impairment losses related togoodwill.
(b) Represerits goodwill allocated to the Montana hydroelectric generating facilities which met the held for sale criteria at September 30 ">014 Sec Note 8

for additional infonnation.

(PPL Energy Supply)

For PPL Energy Supply, the change in carrying amount of goodwill for the nine months ended September 30, 2014 was due
to goodwill allocated to the Montana hydroelectric generating facilities which met the held for sale criteria at September 30,
2014. See Note 8 for additional information.

16. Asset Retirement Obligations

(All Registrants except PPL Electric)

The changes in the carrying amounts of AROs wereas follows.

179 S 118 S 27 S 27
119 99 20 20

91 (b) 49 (b) 8 8

Balance at tX-cembcr 31. 2013
Accretion expense
Obligations incurred
Changes in estimated cash flow or .scttlcnKni date
Effect of foreign currency exchange rates
Obligations settled

Balance at September 30. 2014

PPL

PPl- Energy Supply LKE LG&E KU

$ 705 S 404 S 252 S 74 % 178
.34 23 10 3 7
14 13 1 1
11 (12) 2.3 1 22

(8) (5) (3) (3)
S 757 S 423 5 283 S 75 S 208

Substantially all ofthe ARO balances are classified as noncurrent at September 30, 2014 and December 31, 2013.

(PPL and PPL EnergySupply)

The most significant ARO recorded by PPL Energy Supply relates to the decommissioning of the Susquehanna nuclear plant.
Assets in the NDT funds are legally restricted for purposes ofsettling this ARC. See Notes 13 and 17 for additional
information on these assets.

(PPL LKE. LC&EandKU)

LC«S:E's and KU's accretion and depreciation expense arc recorded as aregulatory asset, such that there is no net earnings
impact.
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17. Available-for-Sale Securities

(PPL and PPL EnergySupply)

Secuniics held by ihe NDT funds and auction rale securities are classified as avaiiable-for-sale. Availablc-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 adeeline in fair value is determined to be oiher-than-tcmporary. The specific
identification method is used tocalculate realized gains and losses.

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

Scntcmhcr 30. 2014 December 31, 2013

NDT funds:

Amortized

Cost

Gros.s Cross
Unreuli/ed Unrculizcd

Gains i.ns.scs Fair Value
Amortized

Cost

Gro.ss Gross
Unrealized Unrealized

Gains Lo.sses

PPL and PPI., Knorpv Simnlv

Cashand cash equivalents
Equity .securities
Debt securities

Receivables/payables. net
Total NDT funds

S 17

281

217

2

S 384

11 S 1

S 17

66.'5

227

S 14

26.S

217

1

S 363
7 $ 3

$ 14

628

221

1
S .*517 S 39.'5 S 1 s 911 S 497 S 370 S 3 S 864

Aitclion rate .sccHritic.s
PPL

PPL Energy Supply
1 S l.t

10

20

17

See Note 13 for details on the securities held by the NDT funds.

There were nosecurities with credit losses at September 30, 2014and December 31. 2013.

The following table shows the scheduled maturity dates ofdebt securities held at September 30, 2014.

PPL

AmoniziKl cosi

Fair value

PPL Energy Siiopiv

Amonizcd cosi

Fair value

Maturity
Lc&s Than

I Year

13

13

Maturity
1-5

Years

87

8.S

87

Maturitv
6-10 *

Years

.•58

61

.•58

61

Maturity
in Excess

of 10 Years

5 7.S

79

72

76

I S 19

16

Total

231

240

228

237

The following table shows proceeds from and realized gains and losses on sales of availablc-for-sale securities for the periods
ended September .30.

Three Months Nine Months

PPL and PPI., Energy Supply
Proceeds fromsales of NDTsecurities (a)
Other proceeds from sales
Gross realized gains (b)
Gross realized losses (b)

2014

47

3

9

2

2013

33

3

2

2014

112

6

17

6

(a) These proceeds are used to pay incotnc taxes and fees related to managing the trust. Remaining proceeds are reinvested in the trust.
(b) Excludes the impact ofother-lhan-iemporary impairment charges recognized on the Statements of Income.
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18. Accumulated Other Comprehensive Income (Loss)

(PPLami PPL Energy Supply)

The aTicr-iax changes in AOCI by component for the periods ended September 30 were as follows.

Foreign
currency

trunslalion

udju.stnKnts

Unreulizcd gains (ios.ses)
Available^

Qualifying
derivatives

Equity
investees'

AOCI

Prior

service

costs

Defined hcncfil plans

Actuarial

gain
(tos.s)

Transition
asset

(obligation)

for-sale

securities
Total

PPL

June 30, 2014

Amouni-s arising duringitieperiod
Rcclassificaiions from ACX^l
Nci OCI during itie period
Scptcmt)er 30, 2014

December 31, 2013
Amountsarising during the period
Rcclassificaiions from AOCI
Net OCI during the period
September 30, 2014

June 30.2013

Amountsarisingduring the period
Reclassifications from AOCI
Net OCI during the period
September 30, 2013

December 31, 2012
Amounts.arising during the period
Reclassifications from AOCI
Net OCI during the period

September 30, 2013

PPL Encriiv SiiddK'

June 30, 2014

Amounts arising during the period
Reclassifications from AOCI
Net OCI during the period
September 30,2014

December 31, 2013
Amountsarisingduring the period
Reclassifications from AOCI
NetOCl during the period
September 30, 2014

June 30,2013
Amounts.arising during the period
Reclassifications from AOCI
Net OCI during the period
September 30, 2013

December 31, 2012
Amountsarising during the period
Reclassifications from AOCI
Net OCI during the period
September 30, 2013

s 117 S 190 S 61 S 1 s (4) S (1.764) S 1 S (1.398)
(48) (1)

(3)
{^)

(12) 1

(1)
29

(.55)
15

(48) (4) (17) 1 28 (40)
% 69 S 186 $ 44 S 1 s (3) S (1.7.36) $ 1 s (1.438)

s (II) S 173 $ 94 s 1 s (6) S (1.817) S 1 s (1.565)
80 18

(5)
(52)

2 3

(3)
84

4.3

84
80 13 (50) 3 81 127
69 S 186 S 44 s 1 s (3) S (1.7.36) S 1 s (1.438)

5 (401) S 135 $ 102 s 1 s (II) s (1.9.55) $ 1 $ (2,128)
87 15 (9)

(6) (1) •> 33
93

28
87 15 (1-5) (1) •> 33 121

$ (314) S 1.50 $ 87 s s (9) S (1.922) $ 1 s (2.007)

S (149) S 112 S 1.32 s 1 s (14) S (2.023) $ 1 s (1.940)
(165) 40

(2)
77

(122) (1) 5 101

(48)
(19)

(165) 38 (45) (1) 5 101 (67)
s (314) $ 1.50 S 87 s s (9) 5 (1.922) $ I s (2.007)

S 190 $ 75 s (3) S (177) s 85
(1)
(3) (5) 1 1

(1)
(6)

(4) (5) 1 I (7)
s 186 S 70 s (2) S (176) s 78

s 173 S 88 s (4) S (180) s 77
18

(5) (18) 2 4

18

(17)
13 (18) 2 4 1

s 186 $ 70 s (2) S (176) s 78

s 135 S 144 $ (8) S (2.57) $ 14
15

(29) 1 3
15

(2.5)
15 (29) 1 .3 (10)

s 1.50 $ 115 s (7) S (2.54) s 4

s 112 S 211 s (10) S (265) s 48
40

(2) (96) 3 11

40

(84)
38 (96) 3 11 (44)

s 1.50 S 115 s (7) S (2.54) s 4

The following table presents the gains (losses) and related income taxes for reclassifications from AOCI for the periods
ended September 30. The defined benefit plan components of AOCI are not refiecicd in their entirety in the statement of
income during the periods; rather, they are included in the computation of net periodic defined benefit costs (credits). Sec
Note 9 for additional information.
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Three Months

Details about AOCI
PPL PPL Enerev SuddIv

2014 2013 20)4 2013

Available-for-salc securities $ 7 $ 1 S 7 S 1
Total Pre-tax 7 1 7

Income Taxes (4) (1) (4) (1)
Total After-lax 3 3

Qualifying derivatives
Interest rate swaps (5) (.5)
Cross-currencyswaps 12 (25)

(1)
Energy commodities (2) 54 (2) 54

8 (II) 8 (II)

Total Pre-tax

1

1

4

1

1 4

1

15 17 7 48
Income Taxes (3) (II) (2) (19)
Total After-tax 12 6 5 29

Aftccled Line Item on the
Statements of Income

Other Income (Expense) - net

Interest Expense
Other Income (Expense) - net
Interest Expense
Unregulated wholesaleenergy
Energy purchases
Discontinued operations
Other

Equity invcsiccs' ACXTI
Toial Pre-tax

Income Taxes

Total Aficr-tax

Defined benefit plans
Prior service costs

Net actuarial loss

Total Pre-tax

Income Taxes

Total After-tax

Total rcclassifications during the period

Other Income (Expense) - net

Details about AOCI

Available-for-sate securities
Total Pre-tax

Inconw Taxes

Total After-lax

Qualifying derivatives
Interest rate swaps
Cross-currency swaps

Energy commodities

Total Pre-tax

Income Taxes

Total After-tax

Equity investees' AOCI
Total Pre-tax

Income Taxes

Total Afier-tax

Defined benefit plans
Prior sciA'icc costs
Net actuarial loss

Total Pre-tax

Income Taxes

Total After-tax

2014

(2)
(38)

(40)
10

(30)

(15) S

PI'L

(3)
(45)

(48)
13

(35)

(28) S

Nine Months

(2)

(1)
(3)

1

(2)

6 S

PPL Energy SuddIv

(2)

(5)

(7)
3

(4)

25

AfTcctcd Line Item on the
2013 2014 2013

5 IIS 4 S 11 S 4 Other InconK (Expense) - not
II

(6)

4

(2)
11

(6)
4

(2)
5 2 5 0

(12) (14) Interest Expense
(17) 45 Other Income (Expense) - net

1

(1)
Interest Expense

178 (1) 178 Unregulated wholesaleenergy
23 (41) 23 (41) Energy purchases

6 20 6 20 Discontinued operations
2 1 2 Other
2 190 29 159

(4) (68) (II) (63)
(2) 122 18 96

(6)
(110)

(116)
29

(87)

(8)
(138)

(146)
40

(106)

(4)

M
(10)

4

(6)

(5)

(18)
(23)

9

(14)

Other Income (Expense) - net

Total rcclassifications during the period S (84) S 19 S 17 S 84
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19. New Accounting Guidance Pending Adoption

(All Registrants)

Reporting of Discontinued Operations

In April 2014, the Financial Accoundng Siandards Board (FASB) issued accouniing guidance that changes the criteria for
determining what should be classified as adiscontinued operation and also changes the related presentation and disclosure
requirements. Adiscontinued operation may include acomponent of an entity or agroup of components of an entity, or a
business activity.

Adisposal ofacomponent ofan entity or agroup ofcomponents ofan entity is required to be reported in discontinued
operations ifthe disposal represents a strategic shift that has (or will have) a major effect on the entity's operations and
financial results when any of the following occurs: (I) The components of an entity or group of components of an entity
meets the criteria to be classified as held for sale, (2) The component of an entity or group of components of an entity is
disposed of by sale, or (3) The component of an entity or group of components of an entity is disposed of other than by sale
(for example, by abandonment or in a distribution to owners in a spinofO-

For public business entities, this guidance should be applied prospectivcly to all disposals (or classifications as held for sale)
of components of an entity that occur within the annual periods beginning on or after December 15, 2014, and interim periods
within those years. Earlyadoption is permitted.

The Registrants are assessing in which period they will adopt this new guidance. The new guidance will impact the amounts
presented as discontinued operations on the Statements ofIncome and will enhance the related disclosure requirements.

Accounting for Revenue from Contracts with Customers

In May 2014, the FASB issued accounting guidance that establishes acomprehensive new model for the recognition of
revenue from contracts with customers. This model is based on the core principle that revenue should be recognized to
depict the transfer of promised goods or services to customers in an amount that rcllecis the consideration to which the entity
expects to be entitled in exchange for thosegoodsor services.

For public business entities, this guidance can be applied using cither a full retrospective or modified retrospective transition
method, beginning in annual reporting periods beginning alter December 15, 2016 and interim periods within those years.
Early adoption is not permitted. The Registrants will adopt this guidance effective January I, 2017.

The Registrants arc currently assessing the impact ofadopting this guidance, as well as the transition method they will use.

Reporting Uncertainties about an Entity's Ability to Continue as a Going Concern

In August 2014, the FASB issued accouniing guidance which will require management to assess, for each interim and annual
period, whether there are conditions or events that raise substantial doubt about an entity's ability to continue as agoing
concern. Substantial doubt about an entity's ability tocontinue asa going concern exists when relevant conditions and
events, considered in the aggregate, indicate that it is probable that the entity will be unable to meet its obligations as they
becomedue within one year after the date the financial statements are issued.

When management identifies conditions or events that raise substantial doubt about an entity's ability to continue as agoing
concern, management is required to disclose information thatenables usersof the financial statements to understand the
principal conditions orevents that raised substantial doubt about the entity's ability to continue as agoing concern and
management's evaluation ofthe significance ofthose conditions or events. Ifsubstantial doubt about the entity's ability to
continue as a going concern has been alleviated as a result ofmanagement's plan, the entity should disclose information that
allows the users ofthe financial statements to understand those plans. Ifthe substantial doubt about the entity's ability to
continue as agoing concern is not alleviated by management's plans, management's plans to mitigate the conditions or events
that gave rise to the substantial doubt about the entity's ability to continue as a going concern should be disclosed, as well as a
statement that there is substantial doubt the entity's ability to continue as a going concern within one year after the date the
financial siaiemenls are issued.

For all entities, this guidance should be applied prospectively within the annual periods ending after December 15, 2016, and
for annual periods and interim periods thereafter. Early adoption is permitted.
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The Regislrams are assessing in which period ihcy will adopt this new guidance. The adoption of this guidance is not
expected to have a significant impact on the Registrants.

Determining Whetherthe HostContract in a Hybrid Financial Instrument Issued in the Form of a Share k Mnre
Akin to Debt or to Eouitv

In November 2014, the FASB issued guidance that clarifies how current accounting guidance should be interpreted when
evaluating the economic characteristics and risks ofa host contract ofa hybrid Hnancial instrument issued in the form ofa
share. This guidance does not change the current criteria for determining whether separation ofan embedded derivative
feature Irom a hybrid financial instrument is required. Entities arc still required to evaluate whether the economic risks ofthe
embedded derivative feature are clearly and closely related to those ofthe host contract, among other relevant criteria.

An entity should consider the substantive terms and features of the entire hybrid financial instrument, including the
embedded derivative feature being evaluated for bifurcation, in evaluating the nature of the host contract to determine
whether the host contract is more akin to adebt instrument or more akin to an equity instrument. An entity should assess the
relative strength of the debt-like and equity-like terms and features when determining how to weight those terms and features.

For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2015 and should be applied using amodified retrospective method for existing hybrid financial
msirumenis issued in the form of ashare as of the beginning of the fiscal year the guidance is adopted. Early adoption is
permitted. Retrospective application is permitted but not required.

The Registrants will adopt this guidance on January 1, 2016. The Registrants arc currently assessing this guidance, which is
not expected to havea significant impact on the Registrants.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations

(All Registrants)

This "llem 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately
ftied by PPL Corporation and each ofits Subsidiary Registrants. 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. The specific Registrant to which disclosures arc applicable is identified in parenthetical
headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclosures. Within combined disclosures, amounts arc disclosed for any Registrant when significant.

The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the
accompanying Notes and with the Registrants' 2013 Form lO-K. Capitalized terms and abbreviations arcdefined in the
glossary. Dollars are in millions, except per share data, unless otherwise noted.

"Management's Discussion and Analysis ofFinancial Condition and Results ofOperations" includes the following
information:

• "Overview" provides adescription ofeach Registrant's business strategy, asummary ofPPL's earnings, a
description ofkey factors expected to impact future earnings and adiscussion ofimportant financial and operational
developments.

• "Results ofOperations" for PPL provides a more detailed analysis ofearnings by segment, and for the Subsidiary
Registrants includes a summary ofearnings. For all Registrants, "Margins" provides explanations of non-CAAP
financial measures and Statement of Income Analysis" addresses significant changes in principal line items on the
Statements of Income, comparing the three and nine months ended September 30, 2014 with the same periods in
2013.

• "Financial Condition - Liquidity and Capital Resources" provides an analysis ofthe Registrants' liquidity positions
and credit profiles. This section also includes a discussion of rating agency actions.

• "Financial Condition • Risk Management" provides an explanation ofthe Registrants' risk management programs
relating to market and credit risk.

Overview

Introduction

(PPL)

PPL, headquartered in Allentown, Pennsylvania, is an energy and utility holding company. Through subsidiaries, PPL
delivers electricity to customers in the U.K., Pennsylvania, Kentucky, Virginia and Tennessee; delivers natural gas to
customers in Kentucky; generates electricity from power plants in the northeastern, northwestern and southeastern U.S.; and
markets wholesale or retail energy primarily in the northeastern and northwestern portions of the U.S.
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PPL's principal subsidiaries are shown below (♦ denotes an SEC regisiram):

PPL Corporation'

PPL Capital Funding

PPL Global
• Engages in the

regulated distribution
oi electricity in the
U.K.

LKE* PPL Electric*
• Engages in the

regulated
transmission and
distribution ol

electricity in
Pennsylvania

PPL Energy Supply*

LG&E*

• Engages in the
regulated generation,
transmission,
distribution and sale oi
electricity and
distribution and sale oi
natural gas in Kentucky

KU*

• Engages in the
regulated generation,
transmission,
distribution and sale oi
electricity, primarily in
Kentucky

PPL EnergyPIus
• Periorms energy

marketing and trading
activities

• Purchases luel

U.K. Regulated
Segment

Kentucky
Regulated Segment

Pennsylvania
Regulated Segment

PPL Generation
• Engages in the

competitive generation
oi electricity,primarily in
Pennsylvania and
Montana

Supply
Segment

PPL's rcportablc segments' results primarily represent the results of its related Subsidiary Registrants, except that the
reporiable segments are also allocated certain corporate level financing and other costs that arc not included in the results of
the applicable Subsidiary Registrants. The U.K. Regulated segment does not have arelated Subsidiary Registrant.

{PPLand PPL EnergySupply)

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates ofRiverstone to combine their
competitive power generation businesses into anew. stand-alone, publicly traded company named Talen Energy. See
Business Strategy and Financial and Operational Developments -Other Financial and Operational Developments -

Anticipated Spinoff of PPL Energy Supply" below for additional information.

(PPL Energy Supply)

PPL Energy Supply, headquartered in Allentown, Pennsylvania is an indirect wholly owned subsidiary of PPL and is an
energy company that through its principal subsidiaries is primarily engaged in the competitive generation and marketing of
electricity in two key markets - the northeastern and northwestern U.S. PPL Energy Supply's principal subsidiaries arc PPL
EnergyPIus, its marketing and trading subsidiary, and PPL Generation, the owner of its generating facilities in Pennsylvania
and Montana.

(PPL Electric)

PPL Electric, headquartered in Allentown, Pennsylvania, is adirect wholly owned subsidiary of PPL and aregulated public
utility that is an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is
subject to regulation as apublic 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 CustomerChoice Act.

(LKE)

LKE, headquartered in Louisville, Kentucky, is awholly owned subsidiary of PPL and aholding company that owns
regulated utility operations through its subsidiaries, LG&E and KU, which constitute substantially all ofLKE's assets.
LG&E and KU are engaged in the generation, transmission, distribution and sale of electricity. LG&E also engages in the
distribution and sale ofnatural gas. LG&E and KU maintain their separate corporate identities and serve customers in
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Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name and in
Tennessee under the KU name.

(LG&E)

LC&E, headquartered in Louisville, Kentucky, is awholly owned subsidiary of LKE and aregulated utility engaged in the
generation, transmission, distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is
subject to regulation as apublic utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of
the FERC under the Federal Power Act.

(KU)

KU, headquartered in Lexington, Kentucky, is awholly owned subsidiary of LKE and aregulated utility engaged in the
generation, transmission, distribution and sale of electricity in Kentucky, Virginia and Tennessee. KU is subject to regulation
as apublic utility by the KPSC, the VSCC and the TRA, and certain of its transmission and wholesale power activities are
subject to the jurisdiction ofthe FERC under the Federal Power Act. KU serves its Virginia customers under the Old
Dominion Power name and its Kentucky and Tennessee customers under the KU name.

Business Strategy

(PPL and PPL Energy Supply)

In recognition of the changes in recent years in the wholesale power markets, PPL performed an in-depth analysis of its
business mix to determine the best available opportunities to maximize the value ofits competitive generation business for
sharcowners. As aresult, in June 2014, PPL and PPL Energy Supply executed dellnitive agreements with affiliates of
Riverstone to combine their competitive power generation businesses into anew, stand-alone, publicly traded company
named Talen Energy. Under the terms of the agreements, at closing, PPL will spin off to PPL shareowners the parent ofPPL
Energy Supply, recently formed lor purposes of this transaction, which by merging with aspecial purpose subsidiary of Talen
Energy, will immediately thereafter become asubsidiary of Talen Energy. Substantially contemporaneous with the spinoff
and merger, RJS Power will be contributed, directly or indirectly, by its owners to become asubsidiary of Talen Energy.
Following eompletion ofthese transactions, PPL shareowners will own 65% ofTalen Energy and affiliates ofRiverstone will
own 35%. PPL will have no continuing ownership interest in, control of, or affiliation with Talen Energy and PPL's
shareowners will receive a number ofTalen Energy shares atclosing based on the number of PPL shares owned as of the
spinoff record date. The spinoff will have no effect on the number ofPPL common shares owned by PPL shareowners or the
number of shares ofPPL common stock outstanding. The transaction isintended to be tax-free to PPL and its shareowners
for U.S. federal income tax purposes and is subject to customary closing conditions, including receipt of certain regulatory
approvals by the NRC, FERC, DOJ and PUC. In addition, there must be available, subject to certain conditions, at least $I
billion ol undrawn capacity, after excluding any letters ofcredit or other credit support measures posted in connection with
energy marketing and trading transactions then outstanding, under aTalen Energy (or its subsidiaries) revolving credit or
similar facility. The transaction is expected to close in the first or second quarter of 2015. Talen Energy will own and
operate adiverse mix ofapproximately 14,000 MW (after proposed divestitures to meet FERC market power standards) of
generating capacity in certain U.S. competitive energy markets primarily in PJM and ERCOT.

Following the transaction, PPL will focus solely on its regulated utilities businesses in the U.K., Kentucky and Pennsylvania,
serving more than 10 million customers. PPL intends to maintain a strong balance sheet and to manage its finances
consistent with maintaining investment grade credit ratings and providing acompetitive total shareowner return, including an
attractive dividend. In connection with the transaction, and following any required transition services period, PPL is
targeting to reduce its annual corporate support costs by an estimated $185 million. This includes $110 million of corporate
support costs to be transferred to Talen Energy and $75 million ofcorporate support costs to be eliminated asa result of
workforce reductions and other corporate cost savings.

See "Financial and Operational Developments -Other Financial and Operational Developments -Anticipated Spinoff of PPL
Energy Supply and Part II. Other Information - Item IA. Risk Factors" below for additional information.

The strategy for PPL Energy Supply is to optimize the value from its competitive generation asset and marketing portfolios
while mitigating near-term volatility in both cash flows and earnings. PPL Energy Supply endeavors to do this by matching
energy supply with load, or customer demand, under contracts ofvarying durations with creditworthy counterparties to
capture profits while effectively managing exposure to energy and fuel price volatility, counterparty credit risk and
operational risk. PPL Energy Supply is focused on maintaining profitability and positive cash flow during this current period
of low energy and capacity prices.
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(All Regislranis except PPL Energy Supply)

The siraicgy for (he regulaled businesses ofWPD, PPL Electric, LKE, LG&E and KU is to provide efficient, reliable and safe
operations and strong customer service, maintain constructive regulatory relationships and achieve timely recovery ofcosts.
These regulated businesses also focus on providing competitively priced energy to customers and achieving stable, long-term
growth in earnings and rate base, or RAV, asapplicable. Both rate base and RAV are e.xpected to grow for the foreseeable
future as a result ofsignificant capital expenditure programs to maintain existing assets and to improve system reliability and,
for LKE, LG&E and KU, to comply with federal and state environmental regulations related to coal-fired electricity
generation facilities. Future RAV for WPD will also be affected by RIIO-EDI, effective April I, 2015, as the recovery
period for assets placed in service after that date will be extended from 20to 45 years. In addition, incentive targets have
been adjusted in RIIO-EDI, resulting in lower overall incentive revenues available to be earned. Sec "Financial and
Operational Developments • Other Financial and Operational Developments - RIIO-EDI - Fast Tracking" below for
additional information.

Recovery ol capital project costs is attained through various rate-making mechanisms, including periodic base rale case
proceedings, FERC formula rate mechanisms, and other regulatory agency-approved recovery mechanisms. In Kentucky, the
KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, gas supply clause and
recovery oncertain construction work-in-progress) that reduce regulatory lag and provide for timely recovery of and a return
on, as appropriate, prudently incurred costs. In Pennsylvania, the FERC transmission formula rate, DSIC mechanismand
other recovery mechanisms are in place to reduce regulatory lag and provide for timely recovery of and a return on, as
appropriate, prudently incurred costs. See "Item 1. Business - Segment Information - U.K. Regulated Segment - Revenues
and Regulation" in PPL's 2013 Form lO-K for changes to the regulatory framework in the U.K. applicable to WPD beginning
in April 2015.

(PPL)

Earnings generated by PPL's U.K. subsidiaries are 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. Tomanage these risks, PPL
generally uses contracts suchas forwards, options and crosscurrency swaps that contain characteristics of both interest rate
and foreign currency exchange contracts.

(All Registrants)

To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is
to maintain targeted credit profiles and liquidity positions. In addition, the Registrants have financial and operational risk
management programs that, among other things, aredesigned to monitor and manage exposure to earnings and cash flow
volatility related to, asapplicable, changes inenergy and fuel prices, interest rales, counterparty credit quality and the
operating perlormance ofgenerating units. To manage these risks, PPL generally uses contracts such as forwards, options,
swaps and insurance contracts.

Financial and Operational Developments

Earnings (PPL)

PPL's earnings by reportable segments for the periodsended September30 wereas follows:

Three Months Nine Months
201<1 2013 % Chaiipc 2014 2013 % Chan2e

U.K. Regulated S 29f> S 183 61 S 688 $ 741 (7)
Kentucky Regulated 82 93 (12) 247 227 9
Pennsylvania Regulated 51 51 12 194 160 21
Supply 86 91 (5) 16 122 (87)
Corporate and Other (a) (2.-^) (8) 188 (103) (22) 368
Net Income Attributable to

PPL Shareowners s 497 S 410 21 S 1.042 $ 1,228 (l-*5)

EPS - basic s 0.74 s 0.65 14 $ 1.60 $ 2.03 (21)
EPS-diluted (b) $ 0.74 s 0.62 19 s 1.57 $ 1.90 (17)
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(a) Primarily represents financing and ccnain other costs incurred at the corporate lc%'el that have not been allocated or assigned to the segments, which are
presented to reconcile segment information to PPL's consolidated results. 2014 includes certain costs related to the anticipated spinoff ofPPL Energy
Supply. See the following table of special items for additional information.

(b) See "2011 Equity Units" below and Note 4 tothe Financial Statements for information onthe Equity Units' impact on the calculation ofdiluted EPS.

The following afler-lax gains (losses), in tola), which managemeni considers special items, impacted PPL's results for the
periods ended September 30. Sec PPL's "Results ofOperations - Segment Earnings" for details ofeach segment's special
items.

Three Months Nine Months

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply
Corporate and Other (a)
Total PPL

2014 2013 Chimpu 2014 2013 Chunuc

S 111 $ (16) S 127 S 20 S 78 S (58)
(1) (1) 2 (2)
2 2 (2) (2)

41 (6) 47 (144) (49) (95)
(17) (17) (73) (73)

5 136 S (22) S I.S8 S (199) S 31 S (230)

(a) The three month period includes S3 million ofdeferred income tax expense to adjust valuation allowances on deferred tax assets for state net operating
loss carryforwards. S3 million ofexternal transaction costs and SI I million ofseparation benefits related to the anticipated spinoff ofPPL Energy
Supply, The nine month period includes S49 million ofdeferred inconK tax expense toadju.st valuation allowances ondeferred tax as.sets for stale net
operating loss carryforwards. S13 million ofexternal traresaction costs and SII million ofseparation benefits related tothe anticipatedspinoff ofPPL
Energy Supply. See Note 8 to the Financial StatcnKnts for additional information,

The changes in PPL's rcportable segments results for the three and nine months ended September 30, 2014 compared with
2013,excluding the impact of special item.s, weredue to the following factors (on an after-tax basis):

• Thedecrease at theU.K. Regulated segment for the three month period was primarily due to higher U.S. and U.K. income
taxes resulting from a tax benefit recorded in theprioryearand higher taxes in 2014 related locash repatriation, and
higher depreciation and higher financing costs, partially offset by higher utility revenues due to the April 2014 price
increase and lower operation and maintenance expenses. The increase for the nine month period was primarily due to
higher utility revenues due to April 2014 and April 2013 price increases, net of adverse weather impacts, and lower
pension expense, partially offset by higher U.S. income taxes resulting from a lax benefit recorded in the prior year and
higher taxes in 2014 related tocash repatriation, and higher depreciation and higher financing costs.

• Thedecrease at the Kentucky Regulated segment for the three month period was primarily due to lower sales volumes
due to mild weather, higher operation and maintenance expenses and higher financing costs, partially offset by returns on
additional environmental capital investments. The increase for the nine month period was primarily due to returns on
additional environmental capital investments and higher sales volumes driven by unusually cold weather in the first
quarter of 2014, partially offset by higher operation and maintenance expenses driven bystorm-related expenses and
timing of generation maintenance outages,and higherdepreciation expense.

• The Pennsylvania Regulated segment earnings for the three month period were flat. The increase for the nine month
period was primarily due to returns on additional transmission and distribution improvement capital investments, and
higher sales volume driven by unusually cold weather in ihe first quarter of2014, partially offscl by higher financing
costs.

• The decrease at the Supply segment for the three month period was primarily due to lower margins due to lower hedged
energy prices and lower capacity prices, partially offset by favorable asset performance, lower income taxes resulting
from an adjustment of deferred tax assets recorded in the prior year, lower operation and maintenance expenses and lower
financing costs. The decrease for the nine month period was primarily due to lower energy prices, partially offset by
favorable asset performance, net benefits due to unusually cold weather in the first quarter of 2014, higher capacity prices,
gains on certain commodity positions, lower income taxes resulting from an adjustment of deferred tax assets recorded in
the prior year and lower financing costs.

See "Results ofOperations" below for further discussion of PPL's reportable segments and analysis of results ofoperations.

2014 Outlook

(PPL)

Excluding special items, lower earnings areexpected in 2014 compared with 2013, primarily due to lower energy margins in
the Supplysegment. The factors underlying these projections by segmentand Subsidiary Registrant are discussed below (on
an after-tax basis).
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(PPL's U.K. Regulated Segment)

Excluding special iiems, higher earnings arc projected in 2014 compared with 2013, primarily driven by higher electricity
delivery revenue and lower pension expense, partially offset by higher income taxes, higher depreciation and higher
financing costs.

(PPL's Kentucky Regulated Segment and LKE, LG&E and KU)

Excluding special items, lower earnings are projected in 2014 compared with 2013, primarily driven by higher operation and
maintenance expense, higherdepreciation and higher financing costs, partially offset by returnson additional environmental
capital investments and increased sales volumes.

(PPL's Pennsylvania Regulated Segmentand PPL Electric)

Excluding special items, higher earnings are projected in 2014 compared with 2013, primarily driven by higher transmission
margins, returns on distribution improvement capital investments and a benefit from a change in estimate ofa regulatory
liability, partially offset by higher financing costs and higher income taxes.

(PPL's Supply Segment and PPL Energy Supply)

Excluding special items, lower earnings are projected in 2014 compared with 2013, primarily driven by lower energy and
capacity prices, partially offset by the net benefits due to unusually cold weather in the first quarter of 2014, lower financing
costs and lower income taxes.

(All Registrants)

Earnings in future periods arcsubject to various risks and uncertainties. See "Forward-Looking Information." the rest of this
hem 2, Notes 6 and 10 to theFinancial Statements and "Item IA. Risk Factors" in thisForm 10-Q (as applicable) and
"Item I. Business" and "Item IA. Risk Factors" in the Registrants'2013 Form 10-K for a discussion of the risks, uncertainties
and factors that may impact future earnings.

Other Financial and Operational Developments

Economic and Market Conditions

(All Registrants e.xcept PPL Electric)

The businessesof PPL Energy Supply, LKE, LC&E and KU are subject to extensive federal, state and local environmental
laws, rules and regulations, including those pertaining tocoal combustion residuals, GHG, effluent limitation guidelines and
MATS. See "Financial Condition - Environmental Matters" below for additional information on these requirements. These
and otherstringent environmental requirements, combined with lowenergy margins for competitive generation, haveled
several energy companies, including PPL, PPL Energy Supply, LKE, LG&E and KU, to announce plans eitherto temporarily
or permanently close, or place in long-term reserve status, and/or impaircertain of their coal-fired generating plants.

(PPL and PPL Energy Supply)

In the fourth quarter of 2013, management tested the BrunncrIsland and Montour plants for impairment and concluded
neitherwas impaired as of December 31, 2013. There were no events or changes in circumstances that indicated a
recoverabiliiy test was required to be performed in 2014. The carrying value of the Pennsylvania coal-firedgeneration assets
was $2.5 billion as of September 30, 2014 ($1.3 billion for Brunncr Island and $1.2 billion for Montour).

As a result of current economic and market conditions, the announced transaction with affiliates of Riverstone to form Talen
Energy, PPL Energy Supply's current sub-investment grade credit rating and Talen Energy's expected sub-investment grade
credit rating, PPL Energy Supply is reviewing its business andoperational plans. This review includes capital and operation
and maintenance expenditures, its hedging strategies and potential plant modifications to burn lower cost fuels. See "Margins
- Changes in Non-GAAP Financial Measures - Unregulated Gross EnergyMargins" below for additional information on
energy margins. Full-year 2014energy margins are projected to be lower compared to 2013 due to a higher average hedge
price in 2013, partially offset by higher pricing on unhedged generation.
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(AllRegistrants)

The Registrants cannot predict the impact that future economic and market conditions and regulatory requirements may have
on their financial condition or results of operations.

Labor Union Agreements

(PPL, PPL Energy Supply and PPL Electric)

PPL, PPL Energy Supply and PPL Electric finalized a new three-year labor agreement with IBEW local 1600 in May 2014
and the agreement was ratified in early June 2014. As part ofefforts to reduce operations and maintenance expenses, the new
agreement offered a one-lime voluntary retirement window to certain bargaining unit employees. As a result, in the second
quarter of 2014, estimated separation benefits of $29 million were recorded ($23 million for PPL Energy Supply and $6
million for PPL Electric). During the three months ended September 30, 2014, based on final employee acceptances of the
offer, PPL reduced the previously recorded estimated amounts by$9 million ($6 million for PPL Energy Supply and $3
million for PPL Electric). As a result, for the nine months ended September 30, 2014, the following total separation benefits
have been recorded.

Pension Benefits

Severance Compensation
Total Separation Benefits

PPL Encrg)'
PPL Supply PPL Electric

s 13

7

S 11

6

S 2

t

s 20 S 17 S 3

Number of Employees 121 lO.^i l.'i

The separation benefits are included in "Other operation and maintenance" on the Siaicmenl of Income. The liability for
pension benefits is included in "Accrued pension obligations" on the Balance Sheet at September 30, 2014. All of the
severance compensation was paid in the third quarter of 2014. The remaining terms of the new labor agreement arc not
expected to have a significant impact on the financial results of PPL, PPL Energy Supply or PPL Electric.

(LKE, LG&E and KU)

In August 2014, KU and the USWA ratified a three-year labor agreement through August 2017 containing 2.5% wage
increases for each year. The agreement covers approximately 74 employees.

In November 2014, LC&Eand the IBEW ratified a three-year labor agreement through November 2017 containing 2.5%
wage increases for each year. The agreement covers approximately 700 employees.

Anticipated Spinoff of PPL Energy Supply

(PPL. PPL Energy Supplyand PPL Electric)

Following the announcement of the transaction to form Talen Energy as discussed in "Business Strategy" above,efforts were
initialed to identify theappropriate staffing for Talen Energy and for PPLand its subsidiaries following completion of the
spinoff. Organizational plans were substantially completed in the third quarter of 2014and staffing selections are in progress
and expected to be completed by the end of 2014.

The neworganizational plans identify the need to resize and restructure the organizations of both PPL and PPL Energy
Supply. As a result, during the third quarter of 2014, estimated charges foremployee separation benefits were recorded in
"Other operation and maintenance" on the Statement of Income and in "Other current liabilities" on the Balance Sheet as
follows.

I'PL Energy I'PL
PPL Supply Electric

Separation benefits S ."^O S 12 S I
Number of jwsitions 26.'5 100 10
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The separation benefits incurred include cash severance compensation, lump sum COBRA reimbursement payments and
outplacement services. As staflmg selections are completed, revisions to the estimated costs will be recognized primarily in
the fourth quarter of 2014.

Additional costs to be incurred include accelerated slock based compensation and pro-rated performance based cash incentive
and stock based compensation awards primarily for PPL Energy Supply employees and for PPL employees who will become
PPL Energy Supply employees in connection with the transaction. These costs will be recognized at the spinoff closing date.
PPL and PPL Energy Supply estimate these additional costs will be in the range of $30 million to$40 million.

(PPL)

As a result of the spinoff announcement, PPL recorded $3 million and $49 million ofdeferred income tax expense during the
three and nine months ended September 30, 2014 to adjust valuation allowances on deferred tax assets primarily for state net
operating loss carryforwards that were previously supported by the future earnings of PPL Energy Supply.

Inaddition, PPLrecorded $5 million and $21 million of third-party costsduring the three and nine months ended
September .30, 2014 related to this transaction primarily in "Other Income (Expense) - net" on the Statement of Income, for
investment bank advisory, legal, consulting and accounting fees. PPL currently estimates a range of total third-party costs
that will ultimately be incurred of between $60 million and $70 million.

The assets and liabilities of PPL Energy Supply will continue to be classified as "held and used" on PPL's Balance Sheet until
the closing of the transaction. The spinoff announcement was evaluated and determined not to be an event ora change in
circumstance that required a recoverability test or a goodwill impairment assessment. However, an impairment loss could be
recognized by PPL at the spinoff date if the aggregate carrying amount of PPL Energy Supply's assets and liabilities exceeds
its aggregate lair value at that date. PPL cannot currently predict whether an impairment loss will be recorded at the spinoff
date.

(PPL Energy Supply)

PPL Energy Supply will treat the combination with RJS Power asan acquisition, as PPL Energy Supply will be considered
theaccounting acquirer in accordance with business combination accounting guidance.

Montana Hydro Sale Agreement (PPLand PPL Energy Supply)

In September 2013, PPL Montana executed a definitive agreement to sell to Northwestern 633 MW of hydroelectric
generating facilities located in Montana for $900 million in cash, subject tocertain adjustments. Total net cash proceeds of
thesalearecurrently estimated to be$880 million. In September 2014, the MPSC approved the transaction. Asa result,
these hydroelectric generating facilities met the" held for sale" criteria in the third quarter of 2014. The sale isexpected to
close in the lourth quarter of2014. See Note 8 to the Financial Statements for additional information including the
components of Discontinued Operations in the Statements of Income and Balance Sheets.

(PPL)

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on the methodology to be used byall network operators tocalculate the final
line loss incentives and penalties for the DPCR4, which ended in March 2010. As a result, in the first quarter of 2014 WPD
recorded an increase of $65 million to its existing liability with a reduction to "Utility" revenues on the Statement of Income.
InJune 2014, WPD applied for judicial review of certain of Ofgem's decisions related to closing out the DPCR4 lineloss
mechanism. The court has set a hearing for November 20, 2014 to hear WPD's application for permission toseek judicial
review. The primary relief sought is for Ofgem to reconsider the overall proportionality of penalties imposed on WPD. The
entire process could last through thesecond quarter of 2015. WPD's total recorded liability at September 30,2014 was $105
million, all of which will be refunded tocustomers beginning April 1, 2015 through March 31, 2019. See Note 6 to the
Financial Statements for additional information.

RIIO-ED1 ' Fast Tracking

In February 2014, WPD elected to accept thedecision of Ofgem to set the real cost of equity to be used during the RIIO-ED!
period at 6.4% compared to6.7% proposed by WPD, and remain in the fast-track process. The change in the cost of equity is
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noi cxpccicd 10 have a significani impact on the results of operations for PPL. Also, in February 2014, Ofgem published
formal confirmation that WPD's Business Plans submitted by its four DNOs have been accepted as submitted, or "fast-
tracked," for the eight-year price control period starling April 1, 2015. Fast tracking affords several benefits to the WPD
DNOs including the ability to collect additional revenue equivalent to 2.5% of total annual expenditure during the eight-year
price control period, or approximately $35 million annually, greater revenue certainty and a higher level of cost savings
retention. The period to challenge the fast tracking expired in June 2014 and no third parties have filed objections. See "Item
1. Business - Segment Information - U.K. Regulated Segment" of PPL's 2013 Form lO-K for additional information on RIIO-
EDI.

Distribution Revenue Reduction

As discussed in PPL's 2013 Form lO-K, in December 2013, WPD and other U.K. DNOs announced agreements with the
U.K. Departmentof Energy and Climate Change and Ofgem to a reduction of £5 per residential customer of electricity
distribution revenues that otherwise would have beencollected in the regulatory year beginning April I, 2014. Full recovery
of the revenue reduction, together with the associated carryingcost, wasexpected to occurduring the regulatory year
beginning April 1, 2015 for three of the WPD DNOs, and over the eight year RIIO-EDI regulatory period for the fourth
DNO. However, in July 2014, Ofgem decided that full recovery will occur for all WPD DNOs in the regulatory year
beginning April I, 2016. PPL projects that, as a result of this change and changes in foreign exchange rate assumptions,
2014 and 2015 earnings for its U.K. Regulated segment will now be adversely affected by $31 million and $16 million,
respectively, and earnings for 2016 will be positively affected by $33 million with the remainder to be recovered in later
periods.

2011 Equity Units

In March 2014, PPL Capital Funding remarkeied $978 million of 4.32% Junior Subordinated Notes due 2019 that were
originally issued in April 2011 as a component of PPL's 2011 Equity Units. In connection with the remarketing, PPL Capital
Funding retired $228 million of the 4.32% Junior Subordinated Notes due 2019 and issued $350 million of 2.189% Junior
Subordinated Notes due 2017 and $400 million 3.184% of Junior Subordinated Notes due 2019. Simultaneously the newly
issued Junior Subordinated Notes were exchanged for $350 million of 3.95% Senior Notes due 2024 and $400 million of
5.00% Senior Notes due 2044. In May 2014, PPL issued 31.7 million shares of common stock at $30.86 per share to settle
the 201 I Purchase Contracts. PPL received net cash proceeds of $978 million, which were used to repay short-term debt and
for general corporate purposes.

Kerr Dam Project Arbitration Decision and Impairment (PPL Energy Supply)

PPL Montana holds a joint operating license issued for the Kerr Dam Project. The license extends until 2035 and, between
2015 and 2025, the Confederated Salish and Kootenai Tribes of the Flathead Nation (the Tribes) have the option to purchase,
hold and operate the Kerr Dam Project. The parties submitted the issue of the appropriate amount of the conveyance price to
arbitration in February 2013. In March 2014, the arbitration panel issued its final decision holding that the conveyance price
payable by the Tribes to PPL Montana is $18 million. As a result of the decision, in the first quarter of 2014 PPL Energy
Supply performed a rccoverability test on the Kerr Dam Project and recorded an impairment charge of $18 million ($10
million after-tax) to reduce the carrying amount to its fair value, at that time, of $29 million. See Note 13 to the Financial
Statements for additional information.

Susquehanna Turbine Blade Inspection (PPL and PPL Energy Supply)

PPL Susquehanna continues to make modifications to address the causes of turbine blade cracking at the PPL Susquehanna
nuclear plant that was first identified in 2011. In March 2014, Unit 2 completed its planned turbine inspection outage to
replace blades. Unit 1completed its planned refueling and turbine inspection outage in June 2014. Similar blade
replacements were completed and modifications will also be implemented to reduce the likelihood of blade cracking,
including the installation of shorter last stage blades on one of the low pressure turbines. In the second and third quarters of
2014, Unit 2 was shut down for blade inspection and replacement, as well as additional maintenance. The financial impact of
the Unit 2 outages was not material. PPL Susquehanna will continue to monitor blade performance and work with the
turbine manufacturer to identify and resolve the issues causing the blade cracking.

Regional Transmission Expansion Plan (PPL and PPL Electric)

In July 2014, PPL Electric announced that it had submitted a proposal to PJM to build a new regional transmission line. PPL
Electric is pursuing approval of this project from Pennsylvania, New Jersey, New York and Maryland. The proposed line
would run from western Pennsylvania into New York and New Jersey and also south into Maryland, covering approximately
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725 miles. The proposed line would enhance ihe ability to move power inter-regionally and inira-regionally resulting in a
more reliable, robust and cost effective system. As proposed, the project would begin in 2017 and the line would be in
operation between 2023 and 2025. The project is estimated to cost $4 billion to $6 billion.

Storm Damage Expense Rider (SDER) (PPL Electric)

In its December 28, 2012 final rate case order, the PUC directed PPL Electric to file a proposed SDER. In March 2013, PPL
Electric filed its proposed SDER with the PUC and, as part ofthat filing, requested recovery ofthe 2012 qualifying storm
costs related to Hurricane Sandy. In April 2014, the PUC issued a final order approving (he SDER. The SDER will be
effective January I,2015 and initially include actual storm costs compared to collections from December 2013 through
November 2014. As a result of the order, PPL Electric reduced its regulatory liability by$12 million related tocollections in
excess ofcosts incurred from January 1, 2013 to November 30, 2013 that are not required to be refunded tocustomers. Also,
as part of the order, PPL Electric can recover Hurricane Sandy storm damage costs through the SDER over a three-year
period beginning January 2015. On June 20, 2014, the Office ofConsumer Advocate filed a petition for review ofthe April
2014 order with the Commonwealth Court ofPennsylvania. The case remains pending. See "Pennsylvania Activities -
Storm Damage Expense Rider" in Note 6 to the Financial Statements for additional information.

FERC Wholesale Formula Rates (LKEand KU)

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with a subsequent true-up to actual costs, replacing the current formula which
does not include a true-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rale, became effective April 23, 2014, subject to refund. In April 2014, nine municipalities submitted
notices oftermination, under the original notice period provisions, to cease taking power under the wholesale requirements
contracts. Such terminations are to beeffective in 2019, except in the case of one municipality with a 2017 effective date. In
July 2014, KU agreed on settlement terms with the two municipal customers that did not provide termination notices and
filed the settlement proposal with the FERC for itsapproval. In August 2014, the FERC issued anorder on the interim
settlement agreement allowing the proposed rates to become effective pending a final order. If approved, the settlement
agreement will resolve the rate case with respect to these two municipalities, including an authorized return on equity of 10%
or the return on equity awarded to other parties in this case, whichever is lower. Also in July 2014, KU made a contractually
required filing with the FERC that addressed certain rate recovery matters affecting the nine terminating municipalities
during the remaining term of their contracts. KU and the terminating municipalities continue settlement discussions in this
proceeding. KU cannot currently predict the outcome of its FERC applications regarding its wholesale power agreements
with the municipalities.

Rate Case Proceedings (LKE, LC&Eaml KU)

On November 4, 2014, LC&E and KU announced that on November 26, 2014, they anticipate filing requests with the KPSC
for increases in annual base electricity rates ofapproximately $30 million at LG&E and approximately $153 million at KU
and an increase in annual base gas rates of approximately $14 million at LG&E. The proposed base rate increases would
result inelectricity rate increases of 2.7% at LG&E and9.6% at KU and a gas rate increase of 4.2%at LG&E and would
become elfeciive in July 2015. LG&E's and KU's applications each include a request for authorized returns-on-equity of
10.50%. The applications are based on a forecasted lest year of July I, 2015 through June 30, 2016. LG&E and KU cannot
predict theoutcomeof theseproceedings.

Results of Operations

(PPL)

The discussion for PPL provides a review of results by reportable segment. The "Margins" discussion provides explanations
ofnon-GAAP financial measures (Kentucky Gross Margins, Pennsylvania Gross Delivery Margins and Unregulated Gross
Energy Margins) and a reconciliation of non-GAAP financial measures to "Operating Income." The "Statement of Income
Analysis" discussion addresses significant changes in principal line items on PPL's Statements of Income, comparing the
three and nine months ended September 30, 2014 with the same periods in 2013. "Segment Earnings, Margins and Statement
of Income Analysis" is presented separately for PPL.

Tables analyzing changes inamounts between periods within "Segment Earnings" 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 ihe
change in the exchange rate on the iiem being explained. Results computed on a constant U.K. foreign currency exchange
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rale basis arc calculaied by translating current year results at the prior year weighted-average U.K. foreign currency exchange
rate.

(Subsidiary Registrants)

The discussion for each of PPL Energy Supply, PPL Electric, LKE, LG&E and KU provides a summary ofearnings. The
"Margins" discussion includes a reconciliation of non-GAAP financial measures to "Operating Income" and "Statement of
Income Analysis" addresses significant changes in principal line items on the Statements of Income comparing the three and
nine months ended September 30, 2014 with thesame periods in 2013. "Earnings, Margins andStatement of Income
Analysis" is presented separately for PPL Energy Supply, PPL Electric, LKE, LG&E and KU.

(All Registrants)

The results for interim periods can bedisproportionately influenced by numerous factors and developments and byseasonal
variations. As such, the results ofoperations for interim periods do not necessarily indicate results or trends for the year or
future periods.

PPL: Segment Earnings, Margins and Statement of Income Analysis

Segment Earnings

U.K. Regulated Segment

The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution
operations and certain costs, suchas U.S. income taxes, administrative costsand allocated financing costs. The U.K.
Regulated segment represents 66% of Net Income Attributable to PPL Shareowners for the nine months ended September 30,
2014 and 34% of PPL's assets at September 30, 2014.

Net Income Attributable to PPL Shareowners for the periods ended September 30 includes the following results:

Three Months Nine Months

2014 2013 % Chunee 2014 2013 % Chiinirc

Utility revenues S 632 S 534 18 S 1.928 .S 1.731 11
tinergy-reiatcd businesses 12 9 33 36 32 13

Total operating revenues 644 .543 19 1.964 1.763 11

Other operation and maintenance no 111 (1) 335 .340 (1)
Depreciation 86 73 18 256 219 17
Taxes, other than income 41 36 14 119 109 9
Energy-related businesses 8 7 14 23 21 10

Total operating expenses 245 227 8 733 689 6
Other Income (Expense) • net 136 (117) (216) 40 7 471
Interest Expense 115 102 13 352 313 12
Income Taxes 125 (86) (245) 231 27 756
Net Income Attributable to PPL Shareowners S 295 S 183 61 S 688 s 741 (7)

The changes in the results of the U.K. Regulated segment between these periods were due to the factors set forth below,
which reflect certain items that management considers special and effects of foreign currency exchange on separate lines
within the table and not in their respective Statement of Income line items. Sec below for additional detail of the special
items.

U.K.

Utility revenues
Other operation and maintenance
Depreciation
tntere.si expense
Other

Income taxes

U.S.

Interest expense and other
income taxes

Foreign currency exchange, after-tax
Special items, after-tax
Total
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7 19
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(14) (36)
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U.K.

• Higher uliiUy revenues for ihc ihrec monih period primarily due loa $35 million impact from the April I, 2014 price
increase, partially offset by$ 12 million of lower volume due primarily to weather.

Higher utility revenues for the nine month period primarily due toa $154 million impact from the April I, 2014 and
2013 price increases, partially offset by$68 million of lower volume due primarily lo weather and $7 million of adverse
customer mix.

• Lower other operation and maintenance for the three month period primarily due lo$11 million of lower pension
expense, partially offset by$8 million of higher engineering management expense.

Lower other operation and maintenance for the nine month period primarily due lo$29 million of lower pension
expense, partially offset by$14 million of higher network maintenance expense.

• Higher depreciation expense for the three and nine month periods primarily due to PP&E additions, net.

• Higher interest expen.se for the three and nine month periodsprimarily due to the October2013 debt issuance.

• Higher income taxes for the three month period primarily due to $5 million from U.K. tax rate changes that provided a
net one-time benefit in 2013 and higher pre-tax income, which increased income taxes by$4 million.

Higher income taxes for the nine month period primarily due to higher pre-tax income, which increased income taxes by
$14 million.

U.S.

• Higher income taxes for the three month period primarily due toan$8 million increase attributable lo the expected
taxable amount of cash repatriation in 2014.

Higher income taxes for the nine month period primarily due to a $19 million benefit in 2013 related toa ruling obtained
from the IRS regarding 2010 U.K. earnings and profits calculations and an $18 million increase attributable to the
expected taxable amount of cash repatriation in 2014.

The 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.

tncomc SuKcnicnl Three Month.s Nine Month.s

Line ticm 2014 2013 2014 2013

Oiher Income
Foreign currency-relaicd economic hedges, nel of lax of(S60). $44. (539). S5(a) (Expense)-nct S 111 S (82) S 72 $ (8)
WPD Midlands acquisiiion-rclatcd adjusiments:

Other Operation
Separation bcnerii.s. net of lax ofSO. $t. SO. St and Maintenance (2) (4)

Other Operation
Other acquisiiion-retaicd adjustnKnls. net of lax ofSO. SO. SO. SO and Mainienance (2)

Other:

Windfall Profits Tax litigation (b) Incotiie Taxes 43
Change in WPD tine loss accrual, nel of lax ofSO. S5. $13. $10(e) Utility Revenues (16) {.'52) (35)
Change in U.K. income tax rale (d) Income Taxes 84 84_

Total S (16) S_^^ ^^8^

(a) Represenis unrealized gains (losses) oncontracts that economically hedge anticipated eamings denominated in GBP.
(b) In May 2013. the U.S. Supreme Court reversed the Deceml)cr 2011 ruling, by the U.S. Court ofAppeals for the Third Circuit, conceming the

crcditability for income tax purposes of the U.K. Windfall Profits Tax. As a result of the U.S. Supreme Court ruling. PPL recorded anincome lax
twnefit during the nine months ended Septemtxr 30. 2013. Sec Note 5 to the Financial Statements for additional information.

(c) WPD Midlands recorded adjustments to its tine toss accrual during thethree and nine months ended September 30.2013 based on information
provided byOfgcm regarding the calculation of line loss incentive/penalty for all network operators related toDPCR4, a price control period that
ended prior to PPL's acquisition of WPD Midlands. In March 2014. Ofgcm issued itsfinal decision onthe DPCR4 line loss incentives and penalties
mechanism. Asa result. WPD inerea.scd itsexisting liability byS65 million for over-recovery of tine losses duiing thenine months ended
September 30. 2014. Sec Note 6 to the Financial Statements for additional infomtaiion.
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(d) The U.K. Finance Acl of2013. enacted inJuly 2013. reduced the U.K.'s staiuiory income tax rate from 23% to21%, effective April 1. 2014 and from
21% to20% effective April 1. 201.*5. Asa result. PPL reduced itsnet deferred tax liability and recognized a deferred tax benefit in the three and nine
month periods of 2013.

Kentucky Regulated Segment

The Kcnlucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution
operations ofLG&E and KU, as well as LG&E's regulated distribution and sale ofnatural gas. In addition, certain financing
costs arcallocated to the Kentucky Regulated segment. The Kentucky Regulated segment represents 24% of Net Income
Attributable to PPL Shareowners for the nine months ended September 30, 2014 and 26% of PPL's assets at September 30
2014.

Net Income Attributable to PPL Shareowners for the periods ended September 30 includes the following results:

Utility revenues
Fuel

Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than income

Total operating expenses
Other Income (Expense) • net
Interest Expense
Income Taxes

Income (Loss) from Discontinued Operations
Net Income Attributable to PPL Shareowners

Three Months Nine Months
2014 2013 % Ctiuncc 2014 2013 % Ctiungc

S 7.S3 $ 744 1 S 2.409 S 2.226 8

240 237 1 748 684 9
24 23 4 184 146 26

197 188 .S 609 582 5
89 84 6 262 249 5
13 12 8 39 36 8

.*563 .*544 3 1.842 1.697 9
(2) (4) (50) (6) (6)

.*56 49 14 164 165 (1)

.*50 .*54 (7) l.SO 132 14

n/a 1 (100)oc

s 93 (12) S 247 S 227 9

The changes in the results of the Kentucky Regulated segment between these periods were due to the factors set forth below,
which reflect amounts classified as Kentucky Gross Margins and certain items that management considers special on separate
lines within the table and not in their respective Statement of Income line items. Sec below for additional detail of the special
items.

Kentucky Cross Margins
Other operation and maintenance
Depreciation
Interest expense
Other

Income taxes

Special items, after-tax
Total

Tlircc Monlks Nine Months

S 3 S 76

(8) (26)
(4) (10)
(7) 1

2 (1)
4 (18)

(1) (2)
s (in S 20

See "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Kentucky Gross Margins.

Higher other operation and maintenance for the three month period primarily due to $3 million ofhigher bad debt expense
and $2 million of higher gas maintenance.

Higher other operation and maintenance for the nine month period primarily due toS8 million of higher costs due to the
timing and scope of generation maintenance, $8 million of higher storm expense and higher bad debt expense of $7
million.

Higher depreciation expense for the three and nine month periodsprimarily due to PP&Eadditions, net.

Higher interest expense for the three month period primarily due to the issuance of S500 million of First Mortgage Bonds
in November 2013.

Lower interest expense for the nine month period primarily due to a $10 million losson extinguishment of debt in 2013
related to thercmarketing of the PPLCapital Funding Junior Subordinated Notes component of the2010 Equity Units
and simultaneous exchange into Senior Notes in the second quarter of 2013, and a $5 million decrease due to lower rales
on the related Senior Notes ascompared with the Junior Subordinated Notes. This decrease was partially offset by
increased 2014 expense of $14 million due to the issuance of $500 million of First Mortgage Bonds in November 2013.
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• Higher income laxes for ihe nine month period primarily due to higher pre-tax income.

The following after-tax gains (losses), which management considers special items, also impacted the Kentucky Regulated
segment's results during the periods ended September 30.

EEI adjustments, net of lax of SO.SO.$0. $0 (a)
LKE discontinued operations

Total

(a) impact recorded at KU.

Pennsylvania Reaulated Segment

income Siaicmcni

tjne Item

Other Income (lixpen.sc)-nel
Discontinued Operations

Three Month.s

2014 2013

(I)

in

Nine Months

2014 2013

The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL
Electric. Inaddition, certain financing costsare allocated to the Pennsylvania Regulated segment. The Pennsylvania
Regulated segment represents 19% of Net Income Attributable to PPL Shareowners for the nine months ended September 30,
2014 and 15% of PPL's assets at September 30, 2014.

Net Income Attributable to PPLShareowners for the periods ended September 30 includes the following results:

Three Month.s Nine Month.s

2014 2013 % Chance 2014 2013 % Chance

Utility revenues $ 477 S 464 3 S 1.518 $ 1.391 9
Energy purcha.scs

External 128 144 (II) 431 436 (1)
Intersegment 20 11 82 68 37 84

Other operation and maintenance 133 134 (1) 402 391 3
Depreciation 47 45 4 1.37 1.32 4

Taxes, other than income 2.3 25 80 77 4

Total openiting expenses 3.S3 359 (2) I.II8 1.073 4

Other Income (Expense) • net 3 •> 50 6 5 20
Interest Expense 33 30 10 9) 80 14

Income Taxes 37 26 42 121 83 46
Net Income Aiiribulable to PPL Shareowners S .37 S 51 12 S 194 $ 160 21

The changes in the components of the Pennsylvania Regulated segment's results between these periods weredue to the
factors set forth below, which rellectamounts classified as Pennsylvania Gross Delivery Margins and a certain itemthat
management considers special on separate lines and not in their respective Statement of Income line items. See below for
additional detail of the special item.

Pennsylvania Cross Delivery Margins
Other operation and maintenance
IXprcciaiion
Interest cxpcn<;e
Other

Income taxes

Special item, after-tax
Total

Three Months Nine Month.s

12

4

(1)
(3)

I

(9)
•>

8.S

4

(3)
(11)

I

(38)
(2)

34

See "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Pennsylvania Gross Delivery Margins.

Lower other operation and maintenance for the nine month period primarilydue to $18 million of lower payroll related
costs due to more project costs being capitalized in 2014, partially offset by $9 million of higher storm costs and $5
million of higher support group costs.

Higher interest expense for the nine month period primarily due to the issuance of first mortgage bonds in July 2013 and
June 2014.

Higher income taxes for the three and nine month periods primarily due to higher pre-tax income.
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The following after-lax gains (losses), which managemeniconsiders a special item, also impacted the Pennsylvania
Regulated segment's results during the periods ended September 30.

Three Months Nine Month.s

2014 2013 2014 2013

Separation benefits - bargaining unit voluntary program, net of lax oftSi). SO. Si. SO(a)

income Statement

Line item

Other Operation
and Maintenance (2)

(a) in June 2014. PPL Electric's largest IBEWlocal ratifieda new three-year labor agreement. Inconnection with the new agreement,bargainingunit one-
linw voluntaryretirement benefits were recordedin the second quarter and adjusted in the thirdquarter of 2014. Sec Note 10 to the Financial
Statements for additional information.

Supply Segment

The Supply segmcnl primarily consists of PPL Energy Supply's wholesale, retail, marketing and trading activities, as well as
its competitive generation operations. In addition, certain financing and other costs are allocated to the Supply segment. The
Supplysegment represents 2% of Net Income Attributable to PPLShareowners for the nine months ended September .30,
2014 and 24% of PPL's assets at September 30, 2014.

In June 2014, PPL and PPL Energy Supply, which primarily represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses inlo a new, stand-alone,
publicly traded company named Talcn Energy. Upon completion of this transaction, PPL will no longer have a Supply
segment. See Note 8 to the Financial Statements for additional information.

Net Income Attributable to PPL Shareowners for the periods ended Scplember .30 includes the following results:

Three Months Nine Months

2014 2013 % Chimcc 2014 2013 % Chiinue
Energy revenues

Extemal (a) (b) S t..392 S 1.178 18 S 1.116 S 3.138 (64)
Intersegment 20 11 82 68 37 84

Energy-related businesses 179 143 2.3 4.39 378 21

Total operating revenues I..'i91 1.332 19 1.643 .3..3.3.3 (-'54)
Fuel (a) 212 2.38 (18) 9.33 780 0-)

Energy purch.ascs (a) (c) 708 389 82 (893) 1.088 (182)
Other operation and miiinienance 232 232 746 714 4

Depreciation 74 7.3 (1) 22.3 223 1

Taxes, other than income 14 14 4.3 40 13

Energy-related businesses 172 1.38 2.3 4.31 366 23

Total operating expen.scs 1.412 1.106 28 1..327 3.211 (.•52)
Other Income (Expense) - net 10 1 900 23 17 3.3
Interest Expense 45 .32 (13) 1.38 166 (17)
Inconx: Taxes 65 89 (27) {?>) 98 (10.3)
Income (l-oss) from Discontinued Operations 1 6 17 10 28 (64)
Net Income Attributable to Nonconirolling Interests 1 (100) 1 (100)
Net Income Attributable to PPL Shareowners S 86 S 91 (.3) S 16 S 122 (87)

(a)

(b)

(c)

Includes the impact from cncrgy-relaicd economic activity. Sec "Commodity Price Risk (Non-trading) - Economic Activity" in Note 14 to the
Financial Statements for additional information.

The nine monthperiodended September30. 2014 includessignificant realizedand unrealized losseson physicaland financial commoditysales
contracts due to the unusually cold weather experienced in the first quarter of 2014.
The nine monthperiodended September.30. 2014 includessignificant realizedand unrealizedgains on physicaland fin.ancial commoditypurchase
coninicis due to the unusually cold weather experienced in the first quarter of 2014,

The changes in the results of the Supply segment between these periods were due to the factors set forth below, which reflect
amounts classified as Unregulated Gross Energy Margins and certain items that management considers special on separate
lines within the table and not in their respective Statement of Income line items. Sec below for additional detail of these
special items.

Three Month.s Nine Months

Unregulated Cross Energy Margins S (137) S (83)
Other operation and maintenance 6 3

Other Inconw (Expense) - net 11 7

Interest expen.se 6 28

Other .3 (4)
Income taxes .38 39

Discontinued operations, after-tax (1) (1)
Special itetns. after-lax 47 (9.3)
Total s (.3) S (106)
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• Sec "Margins - Changes in Non-CAAP Financial Measures" for an explanation of Unregulated Gross Energy Margins.

• Higher other income (expense) for the three and nine month periods, primarily due toearnings on the nuclear
decommissioning trust fund.

• Lower interest expense for the nine month period primarily due to therepayment of debt in July and December 2013.

• Lower income ta.xes for the three and nine month periods due to lower pre-tax income, which decreased income taxes by
$39 million and $22 million. Additionally, the three and nine months ended September 2013 included an increase of $28
million in valuation allowances on Pennsylvania net operating losses.

The following after-tax gains (losses), which management considers special items, also impacted the Supply segment's results
during the periods ended September 30.

Adjusted cncrgy-relDlcd economic activity • net. net of tax of (S."^ I). $4. $80. $.12

Kerr Dam Project impairment, net of i.ax of SO. SO. S7. SO(b)
Other:

Change in tax accountingmethodrelated to repairs

Counlcrpany bankruptcy, net of lax of SO. SO. SO. (SI)

Separation benefits • spinoff. net of tax of S.S. SO. S5. SO (d)
Total

(a) Rcpre,sents unrealized gains (losses), after-tax. oneconomic activity. See"Commodiiy Price Risk (Non-trading) - Economic Activity" in Note 14 to
the Rnancial Statements foradditional information. Amounts havebeenadjusted for insignificant amounts foroption premiums.

(b) Sec Note 1.1to the Financial Statements for additional information.
(c) InJune 2014. PPL Energy Supply's largest IBEW local raiided a new three-year labor agreement. Inconnection with thenew agreement, bargaining

uniione-lime voluniar>' retirement benefits wererecorded in thesecond quarterand adjusted in the thirdquaner of 2014. See Note 10to the Financial
Statements for additional information.

(d) In September2014. PPL EnergySupply recorded separationbenefits related to the anticipatedspinoff transaction. Sec Note8 to the Rnancial
Siaiemcnis for additional infonnaiion.

Margins

Non-GAAP Financial Measures

Management uiilizcs ihc following non-GAAP financial measures as indicaiors of performance for its businesses.

• "Kentucky Gross Margins" is a single financial performance measure of the Kentucky Regulated segment's, LKE's,
LG&E's and KU'selectricity generation, transmi.ssion and distribution operations as well as LKE's and LG&E's
distribution and sale of natural gas. In calculating this measure, fuel, energy purchases and certain variable costs of
production (recorded as "Other operation and maintenance" on the Sialements of Income) are deducted from revenues. In
addition, certain other expenses, recorded as "Other operation and maintenance" and "Depreciation" on the Sialements of
Income, associated with approved cost recovery mechanisms are offset against the recovery of thoseexpenses, which are
included in revenues. These mechanisms allow for direct recovery of these expenses and, in some cases, returns on
capital investments and performance incentives. As a result, this measure represents the net revenues from the electricity
and gas operations.

• "Pennsylvania Gross Delivery Margins" is a single financial performance tiieasure of the Pennsylvania Regulated
segment's and PPL Electric's electricity delivery operations, which includes transmission and distribution activities. In
calculating this measure, utility revenues and expensesassociated withapproved 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 reconciliation
table below (in "Energy purchases from affiliate" in PPL Electric's reconciliation table). As a result, this measure
represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity delivery operations.
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S 41 S (6) s (144) :% (49)



DRAFT

O

o

O

"Unregulated Gross Energy Margins" isa single financial performance measure of the Supply segment's and PPL Energy
Supply's competitive energy activities, which are managed ona geographic basis. In calculating this measure, energy
revenues, including operating revenues associated with certain businesses classified asdiscontinued operations, areoffset
by the cost of fuel, energy purchases, certain other operation and maintenance expenses, primarily ancillary charges, gross
receipts tax, recorded in "Taxes, other than income," and operating expenses associated with certain businesses classified
as discontinued operations. This performance measure is relevant 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 ingains or losses being recorded incither "Unregulated wholesale
energy," "Unregulated retail energy" or "Energy purchases" on theStatements 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 reconciliation table below (in "Unregulated wholesale energy to affiliate" in PPL Energy
Supply's reconciliation table). "Unregulated Gross Energy Margins" excludes adjusted energy-related economic activity,
which includes thechanges in fair value of positions used to economically hedge a portion of theeconomic value of the
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. Adjusted energy-related economic activity includes the ineffective portion ofqualifying
cash flow hedges and premium amortization associated with options. Unrealized gains and losses related to this activity
aredeferred and included in "Unregulated Gross Energy Margins" overthe delivery period of the item that was hedged or
upon realization.

These measures are not intended to replace "Operating Income," which is determined in accordance with GAAP. as an
indicator ol overall operating performance. Other companies may use different measures toanalyze and report their results
of operations. Management believes these measures provide additional useful criteria to make investment decisions. These
performance measures are used, inconjunction with other information, byseniormanagement and PPL's Board of Directors
to manage the operations, analyze actual results compared with budget and, in certain cases, to measure certain corporate
financial goals used to determine variable compensation.

Reconciliation ol Non-GAAP Financial Measures

The following table contains the components from the Statement of Income that are included in the non-GAAP financial
measures and a reconciliation to PPL's "Operating Income" for the periods ended September 30.

20t4 Three Monlh.s 2013 Three Mnnth.s

Unregulated Unregulated
Kentucky PA Gross Cross Kentucky PA Cross Cross

Cross iX'livery Energy Operating Cross Delivery Energy Operating
Maruin.s Margins Margins Other(a) Income (t>) Margins Margins Margins Other (u) Income (b)

Openiling Revenues
Utility S 7.5.3 S 477 $ 6.30 (c) S 1.860 $ 744 S 464 S 531 (c) S 1.739
PI.R intersegment utility
revenue (e.xpensc) (d) (20) S 20 (IDS II

Unregulated wholesale
energy 813 296 (e) 1.109 963 (50)(e) 913
Unregulated retail energy 280 2 (c) 282 266 (3)(c) 263
Energy-related businesses 198 198 159 1.59

Total Operating Revenues 7.5.1 4.57 I.II3 1.126 3.449 744 453 1.240 637 3.074

Operating Expenses
Fuel 240 203 9 (c) 452 237 256 1 (c) 494
Energy purchases 24 128 495 212 (e) 859 23 144 428 (40) (e) 555
Other operation and
maintenance 27 25 4 628 684 26 19 5 608 658

Depreciation 2 305 307 1 283 284
Taxes, other than income 25 11 56 92 23 9 54 86
Energy-related businesses 0 184 186 5 146 151

Total Operating Expenses 293 178 715 I..394 2.580 287 186 703 1.052 2.228

income (L/iss) from

Discontinued Operations 33 (.33)(0 31 (3I)(0
Total S 460 S 279 S 431 S (301) S 869 S 457 S 267 S 568 S (446) S 846
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2014 Nine Months 2013 Nine Months
Unregulated Unregulated

Kentucky PA Gross Gross Kentucky PA Cros.s Gross
Cros-s Delivery Energy Operating Gross Delivery Energy Operating

Margins Margins Margias Other(a) Income (b) Margins Margins Margins Other (a) Income (h)
Operuting Revenues
Utilily S 2.409 S 1.518 S 1.925 (c) S 5.852 $ 2.226 S 1.391 S 1.727 (c) S 5..344
PLR intersegment utility
revenue (expense)(d) (68) S 68 (37) $ 37
Unregulated wholesale
energy 792 (589)(e) 203 2.664 (284) (e) 2.380
Unregulated retail energy 933 (24)(c) 909 747 8 (e) 755
Energy-related businesses 512 512 413 42.3

Total Operating Revenues 2.409 1.450 t.793 1.824 7.476 2.226 1.354 3.448 1.874 8.902

Operating Expenses
Fuel 748 950 .3 (e) 1.70! 684 778 2 (e) 1.464
Energy purchases 184 431 (478) (42l)(e) (284) 146 4.36 1.285 (204)(e) 1.663
Other operation and
maintenance 15 74 17 1.916 2.082 74 62 13 1.860 2.009

Depreciation 6 907 913 3 842 845
Taxes, other than income 1 74 .34 174 283 70 27 164 261
Energy-related businesses 6 486 492 5 398 40.3

Total Operating Expenses 1.014 579 529 3.065 .5.187 907 568 2.108 3.062 6.645

Income (Loss) from
Discontinued Operations 103 (t0.3)(0 no (llOXf)

Total S l..19.'i $ 87! S I..367 $ (I..344) S 2.289 S 1.319 S 786 S 1.4.50 S (1.298) S 2.2.57

(a)

(b)
(c)
(d)

(e)

(0

Represenis amounts excluded from Margins.
As reported on the Statements of Income.
Primarily represents WPD's utility revenue.
Primarily related to PLR supply sold by PPL EnergyPlus to PPL Electric.
Includes energy-related economic activity, which is subject to fluctuations in value due to mar1<et price volatility. Sec"Commodity Price Risk (Non-
trading) - Economic Activity" in Note 14 to the Financial Statements.
Represents therevenues associated with thehydroelectric generating facilities located in Montana that arcclassified as discontinued operations. These
revenues are not reflected in "Operating Income" on the Statements of Income.

Changes in Non-GAAP Financial Measures

The following table shows the non-GAAP financial tncasures by PPL's rcportable segment and bycomponent, as applicable,
for the periods ended September 30as well as the change between periods. The factors that gave rise to the changes are
described following the table.

Three Months Nine Months

2014 2013 Chance 2014 2013 Change

Kentucky Regulated
Kentucky Gross Margins

LG&E S 212 S 210 S 2 S 633 S 595 S 38
KU 248 247 1 762 724 38

LKE S 460 S 457 S 3 s I..395 s 1.319 S 76

Pennsylvania Regulated
Pennsylvania Gross Delivery Margins

Distribution s 194 s 201 s (7) s 631 s 607 •S 24
Transmission 85 66 19 240 179 61

Total s 279 s 267 s 12 s 871 s 786 s 85

Supply
Unregulated Gross Energy Margins

Eastern U.S. s .376 s 516 $ (140) s 1.211 s 1.285 s (74)
Western U.S, 55 52 3 1.56 165 (9)

Total s 431 s 568 s (1.37) s 1..367 s 1.4.50 s (83)

Kentucky Gross Margins

Kentucky Gross Margins increased for the three months ended September 30, 2014 compared with 2013 primarily due to
returns on additional environmental capital investments of $15 million ($8 million at LG&E and $7 million at KU) partially
offset by lower volumes of S8 million ($4 million at LG&E and KU). Thechange in volumes was primarily attributable to
mild weather conditions.
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Kentucky Gross Margins increased for the nine months ended September 30, 2014 compared with 2013 primarily due to
returns on additional environmental capital investments of$42 million {$19 million at LG&Eand $23 million at KU), higher
volumes of$16 million ($5 million at LG&Eand $11 million at KU), higher demand revenue of$7 million ($5 million at
LG&E and $2 million at KU) and higher off-system sales at LG&E of$7 million. The change in volumes, demand revenue
and off-system sales were driven by unusually cold weather in the first quarter of2014.

Pennsylvania Gross DeliveryMargins

Distribution

Margins increased for the nine months ended September 30, 2014 compared with 2013 primarily due to a$14 million
favorable effect ofdistribution improvement capital investments and a $6 million favorable effect ofunusually cold weather
in the first quarter of2014. See "Pennsylvania Activities - Storm Damage Expense Rider" in Note 6 to the Financial
Statements for additional information.

Transmission

Margins increased for the three and nine months ended September 30, 2014 compared with 2013 primarily due to increased
capital investments.

Unregulated Gross Energy Margins

Eastern U.S.

Eastern margins decreased for the three months ended September 30, 2014 compared with 2013 primarily due to lower
baseload energy prices of$82 million, lower capacity prices of$67 million and net losses on certain commodity positions of
$12 million, partially offset by favorable asset performance of $15 million.

Eastern margins decreased for the nine months ended September 30, 2014 compared with 2013 primarily due to lower
baseload energy prices of$283 million, partially offset by favorable asset perlormance of$66 million, net gains on certain
commodity positions of $48 million, higher capacity prices of$34 million and gas optimization of$19 million.

During the first quarter of2014, the PJM region experienced unusually cold weather conditions, higher demand and
congestion patterns, causing rising natural gas and electricity prices in spot and near-term forward markets. Due to these
market dynamics, PPL Energy Supply captured opportunities on unhedged generation, which were primarily offset by under-
hedged full-requirement salescontracts and retail electric. The net benefit, due to theaforementioned weather and related
market dynamics, was $38 million for the nine months ended September 30, 2014 compared with 2013.

Western U.S.

Western margins increased for the three months ended September 30, 2014 compared with 2013 due to increased availability
ofcoal and hydro units of$15 million, partially offset by lower energy prices of$13 million.

Western margins decreased for the nine months ended September 30, 2014 compared with 2013 primarily due to lower
energy prices.

Statement of Income Analysis

Utility Revenues

The increase (decrease) in utility revenues for the periods ended September 30, 2014 compared with 2013 was due to:
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Domestic:

PPL Electric (a)
LKE(b)
Total Domestic

U.K.:

Price (c)
Foreign currency c.xchange rates
Volume (d)
Line loss accrual adjustnrenis (e)
Customer mi.x

Other

Total U.K.

Total

(a) Sec "PennsylvaniaGross DeliveryMargins" for funher infonnation.
(b) See "KentuckyCross Margins" for further infonnation.
(c) The three month period was impacted by a price increase effective April I. 2014 and the nine month period was impacted by price increases effective

April I. 2014 and April I. 2013.
(d) The decrease for the three and nine month periods was primarily due to the adverse effect of weather.
(e) The three and nine month periotls were impacted by unfavorable accrual adjustments in 2013 based on Ofgem's consultation documents on the DPCR4

line loss incentives and penalties. The nine month period was also impacted by unfavorable accrual adjustnKnis in 2014 based on Ofgem's final
decisionon this matter in March2014. Sec Note6 to the Financial Statements for additional information.

Certain Operating Revenues and Expenses Included In "Margins"

The following Slaicmcnt ofIncome line iiems and iheir related increase (decrease) during the periods ended September 30,
2014 compared with 2013 are included above within "Margins" and arc not discussed separately.

Unregulated wholesale energy (a)
Unregulated retail energy
Fuel

Energy purchases (b)

(a) The nine month period ended September .30. 2014 includes significant realized and unrealized losses on physical and financial commodity sales
contracts due totheunusually coldweather experienced in thefirst quarter of 2014.

(b) The nine month period ended September 30. 2014 includes significant ivalizcd and unrealized gains on physical and financial commodity purcha.sc
contracts due to the unusually cold weather experienced in the first quarterof 2014.

Other Operation and Maintenance

The increase (decrease) in olher operaiion and maintenance forthc periods ended Sepicmbcr 30, 2014 compared with 2013
was due to;

l!)omcstic:

PPL Su.s(|uehanna (a)
PPL EnergySupply fossil and hydroelectric plants (b)
PPL Electric storm costs

PPL Electric payroll-related costs
LKE genenition and gas maintenance
LKE storm expense
LKE bad debt expense
Bargaining unitone-time voluntary retirement benefits (Note 10)
Separation benefits related tospinoff of PPL Energy Supply (Note 8)
Other

U.K.:

Network maintenance (c)
Foreigncurrencyexchange rates
Pension

Engineering management
WPD Midlandsacquisition-related separationbenefits
Other

Total

Three Months Nine Months

$ 14 S 128
9 183

23 311

35 1.54

57 142

(12) (68)
21 (20)

(7)
(3) (4)
98 197

S 121

O
00

Three Months Nine Months

$ 196 S (2.177)
19 1.54

(42) 237

304 (1.947)

Three Months Nine Months

S 4 S 23

(14) (20)
7 21

(8) (18)
3 10

Q

3

0

7

(9) 20

30 30

10 (6)

(2) 14

9 23

(II) (29)
8 (1)

(3) (5)
(1) (4)

S 26 $ 73

(a) Theincrctisc for thenine month period was primarily due toproject costs.
(b) The decrease for the three and nine month period was primarily due tooutage costs ofSI0 million and the elimination of$5million and SI6 million of

rent cx[)cnseassociated with the Colsirip lease which was terminated in December 2013.
(c) The increa.sc for the nine month period was primarily due to vegetation management and fault repairduc to increased 2014 storm activity.
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Depreciation

Depreciation increased by $23 niiliion and $68 million for the three and nine months ended September 30, 2014 compared
with 2013, primarily due to additions to PP&E, net.

Taxes, Other Than Income

The increase (decrease) in taxes, other than income for the periods ended September 30, 2014 compared with 2013 was due
to:

Three Months Nine Months

Pennsylvania gross receipts tax (a)
Foreigncurrencyexchange rates
Other

Total

S 1 S 10
4 9

1 3

$ 6 s 22

(a) The increase for the nine month period was primarily due to higher retail electric revenues. This tax is included in "Uniegulated Gross Energy
Margins" and "Pennsylvania Cross Delivery Margins."

Other Income (Expense) • net

The increase (decrease) in other income (expense) - net for the periods ended September 30, 2014 compared with 2013 was
due to:

Three Months Nine Months

Change in the fair value ofeconomic foreign currency exchange contracts (Note 14)
Earnings on securities in NOT funds
Transaction costs related to spinoff of PPL Energy Supply (Note 8)
Other

Total

S 251 S 32

7 9

(2) (18)
5 (3)

$ 261 S 20

Sec Note 12 to the Financial Statements for additional information.

Interest Expense

The increase (decrease) in interest expense for the periods ended September 30, 2014 compared with 2013 was due to:

Three Months Nine Months

Lx)ng-term debt interest expense (a) S 9 S 9
Hedging activity and ineffectiveness
Net amortization ofdebt discounts, premiums and issuance costs ^4)
Capitalized interest and debt component ofAFUDC (b) 11
Foreign currency exchange rates Iq 21

0) m
S 14 S 28Total

(a) The increase for both periods was primarily due to debt issuances at PPL Electric in June 2014. LKE in November 2013 and WPD (West Midlands) in
October 2013. partially offset by repayment ofdebt at PPL Energy Supply in December and July 2013. The nine month period also increased due to a
debt issuance at PPLElectric in July 2013.

(b) Primarily dueto the Holtwood hydroelectric expansion project placed inservice in November 2013.

Income Taxes

The increase (decrease) in income laxes for the periods ended September 30, 2014 compared with 2013 was due to:
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Change in pre-tax income at current period tax rates
Stale valuation allowance adjustments (a)
Federal income tax credits
Federal and state tax reserveadjustments(b)
Federal and state lax rctum adjustments
U.S. income taxon foreign earnings netof foreign taxcredit(c)
U.K. Finance Act adjustments (d)
State deferred tax rate change
Impact of lower U.K. income tax rates
Other

Total

Three Months Nine Months

$ 107 S (3)
05) II

3 .S

41

6 6

16 42

93 93

3

(6) (l.'5)
8

$ 184 $ 191

(a)

(b)

(c)

(d)

As aresult of the PPL Energy Supply spinoff announcement. PPL recorded S3 million and $49 million of deferred income tax expense during the three
and nine months ended September 30, 2014 to adjust valuation allowances on deferred tax assets primarily for state net operating loss carryforwards
that were previously supported bythe earnings of PPL Energy Supply.

During the three and nine months ended September 30. 2013. PPL recorded aS38 million incrca.se in state deferred income tax expense related to a
deferred tax valuation allowance primarily due to adecrease in projected future taxable income over the remaining carryforward period of
Pennsylvania net operating losses.
In May 2013. the U.S. Supreme Court reversed the December 2011 ruling by the U.S. Court ofAppeals for the Third Circuit, concerning the
creditability. for income tax purposes, ofthe U.K. Windfall Profits Tax. As aresult of this decision. PPL recorded atax benefit of$44 million during
the nine monthsended September30. 2013.
For the three and nine months ended September 30. 2014. PPL recorded $19 million and $40 million incitascs to income tax expense primarily
attributable to theexpected taxable amount of cashrepatriation in 2014.

During the three and nine months ended September 30. 2013. PPL recorded $10 million and $24 million increases to income tax expense primarily
attributable toa revision in theexpected taxable amount of ca.sh repatriation in 2013.

During the nine months ended September 30. 2013. PPL recorded atax benefit of $19 million associated with aruling obtained from the IRS impacting
the recalculation of 2010 U.K.earnings and profits that was reflectedon amended 2010 U.S. tax retums.
The U.K.'s Rnance Act of2013. enacted in July 2013. reduced the U.K. statutory income tax rate from 23% to 21%. effective April I.2014 and from
21% to 20% effective April 1. 201.•?. Asaresult. PPL reduced its net deferred tax liabilities and recognized a$93 million deferred tax benefit in the
third quarter of 2013 related to both rate decreases.

Sec Noic 5 to the Financial Stalcmcnts for additional information.

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

Income (Loss) from Discontinued Operations (net ofincome taxes) primarily includes the results ofoperations ofthe
Montana hydroelectric generating facilities for all periods presented. See "Discontinued Operations - Montana Hydro Sale
Agreement" in Note 8 to the Financial Statements for additional information, income (Loss) from Discontinued Operations
(net of income taxes) decreased by $20 million for the nine months ended September 30, 2014 compared with the same
period in 2013. The decrease was primarily due to the Kerr Dam Project impairment of $10 million after-tax recorded in
March 2014 and lower energy margins due to lower energy prices. See Note 13 to the Financial Statements for additional
information on the Kerr Dam Project impairment.

PPL Energy Supply: Earnings, Margins and Statement of Income Analysis

Earnings

Net Income Attributable to PPL EnergySupply Member
Special items, gains (losses), after-tax

Three Months Ended
Scpteml>er 30,

2014

101

41

2013

124 $

(6)

Nine Months Ended
September 30,

2014

48 $
(144)

2013

172

(49)

Excluding special items, earnings for the three month period in 2014 compared with 2013 decreased, primarily due to lower
margins due to lower hedged energy prices and lower capacity prices, partially offset by favorable asset performance, lower
operation and maintenance expense and lower financing costs. Earnings for the nine month period decreased, primarily due
to lower energy prices, partially offset by favorable asset performance, net benefits from unusually cold weather in the first
quarter of2014, higher capacity prices, gains on certain commodity positions and lower financing costs.

The table below quantifies the changes in the components of Net Income Attributable to PPL Energy Supply Member
between these periods, which refieci amounts classified as Unregulated Gross Energy Margins and certain items that
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managemeni considersspecial on separate lineswithin the table and not in their respective Statement of Income line items.
See PPL's "Results of Operations - Segment Earnings - Supply Segment" for details of the special items.

Unregulated Gross Energy Margins
Other opcraiion and maintenance
Other Income (Expense) • net
Interest expense
Energy-related businesses
Other

Income taxes

Discontinued operations, after-tax
Special items, after-tax
Total

Margins

Three Months Nine Months

$ (137) S (83)
6 3

11 7

6 28

13 7

2 (1)
30 11

(1) (I)
47 (W)

S (23) S (124)

"Unregulated Gross Energy Margins" isa non-GAAP financial performance measure that management utilizes as an
indicator of the performance of its business. See PPL's "Results ofOperations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes between periods.

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended September 30.

2014 Three Monlh.s 2013 Three Months
Unregulated Unregulated

Cross Energy Operating Cross Energy operating
Margins Other (a) Income (b) Murgin.s Other(a) Income (h)

Operating Revenues
Unregulated wholesale energy S 813 S 296 (c) s 1.109 $ 963 S (.*50) (c) S 913
Unregulated wholesale energy
to affiliate 20 20 11 11

Unregulated retail energy 280 3 (c) 283 266 (I)(c) 265

Energy-related businesses 189 189 143 143
Total Operating Revenues I.II3 488 1.601 1.240 92 I..3.32

Operating E\'pcn.scs
Fuel 203 9 (c) 212 256 2 (c) 258
Energy purchases 49.S 213 (c) 708 428 (39) (c) 389
Other openiiion and maintenance 4 228 232 5 221 232
Depreciation 74 74 75 75
Taxes, other than income 11 3 14 9 5 14
Energy-related businesses 2 170 172 5 133 138

Total Operating Expenses 715 697 1.412 703 403 1.106
Inconw (l-oss) from
Discontinued Operations 33 (33)(d) 31 (31) (d)

Total S 431 S (242) s 189

00

S (342) S 226

2014 Nine Months 2013 Nine Months

Unregulated Unregulated
Cross Energy Operating Cross Energy Operating

Margins Other(a) income (b) Margins Other (a) Income (b)
Operating Revenues

Unregulated wholesale energy S 792 S (589) (c) s 203 S 2.664 % (284) (c) s 2.380
Unregulated wholesale energy
to affiliate 68 68 37 37

Unregulated retail energy 933 (20) (c) 913 747 II (c) 758
Energy-related businesses 469 469 378 378

Total Operating Revenues 1.793 (140) 1.653 3.448 105 3..5.53
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2014 Nine Months 2013 Nine Months

Opcruting Expcnsc.s
Fuel

Energy purchases
Other operation and maintenance
Depreciation
Taxes, other than incoriK

Energy-related businesses

Unregulated
Gross Energy

Margins Other(a)
Operating
InconK (b)

Unregulated
Gross Energ}'

Margins Other (a)
Operating

WO

(478)
17

.34

6

3 (c)
(4l.'i) (c)
729

22.S

n

445

955

(893)
746

225

45

45 \

778

1.28.S

13

27

5

2 (c)
(197) (c)
701

223

13

.361

780

1.088

714

223

40

366Total Operating Expenses
InconK(Loss) from

529 998 ].527 2.108 1.103 3.211

Discontinued Operations
Total

103 (103)(d) 110 (110) (d)
S 1.367 S (1.241) S 126 S l.4.'>0 S (1.108) S 342

(a)

(b)
(c)

(d)

Reprcscnis amounts excluded from Margins.
As reported on the StatenKnis of Income.
Includes energy-related economic activity, which is subject to fluciuaiions in value due to market price volatility. See "Commodity Price Risk (Non-
trading) - Economic Activity" within Note 14 to the Financial Statements.
Represents the i\:venues associated with the hydroelectric generating facilities located in Montana that are classified as discontinued operations These
revenues are not rencctcd m "Operating Income" on the StatenKnis of InconK.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included in "Margins"

The following SUilcmenl of Incoinc line items and their related increase (decrease) during the periods ended September 30,
2014 compared with 2013 are included above within "Margins" and are not discussed separately.

Unregulated wholesale energy (a)
Unregulated wholesale energy to affiliate
Unregulated retail energy
Fuel

Energy purclia.scs (b)

Three Months Nine Months

$ 196 S (2.177)
9 31

18 I.W

(46) 173

319 (1.981)

(a) The nine month period ended September 30. 2014 includes significant realized and unrealized losses on physical and financial commodity sales
contract.s due to the unusually cold weather experienced inthe first quaner of2014,

(b) The tune month period ended September 30. 2014 includes significant realized and unrealized gains on physical and financial commodity purcha.sc
contracts due totheunusually coldweather experienced in thefirst quarter of 2014.

Energy-Related Businesses

Net contributions from energy-related businesses increased by $12 million and $6 million for the three and nine months
ended September 30, 2014 compared with 2013. During the three and nine months ended September 30, 2014, PPL Energy
Supply recorded $14 million and $17 million increases to "Energy-related businesses" revenues on the 2014 Statement of
Income related to prior periods and the timing of revenue recognition for amechanical contracting and engineering
subsidiary. Sec Note I to the Financial Statements for additional information. The increase for the nine month period was
partially ollset by losses of$9 million recognized in 2014 related to overruns in costs to complete aproject.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended September 30, 2014 compared with 2013
was due to:

PPL Susquchnima (a)
Fossil and hydroclccirie pianis (b)
PPL EncrgyPlus
Bargaining unit one-lime voluntary retirement benefits (Note 10)
Separation benefits related tospinoff ofPPL Energy Supply (Note 8)
Other

Total

(a) The increase for the nine month period was primarily due toproject costs.
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(b) The decrease for the ihrcc and nine monih period was primarily due loouiagc cosis of$10 million and ihe elimination of$5 million and $16 million of
rent expenseassociatedwith the Cotsirip lease whichwas icmiinated in December2013.

Other Income (Expense) - net

Oihcr income (expense) - net increased by $9 miilion and $6 million for the ihree and nine months ended September 30,
2014 compared with 2013, primarily due lo higher earnings on securities in NDT funds.

Interest Expense

The increase (decrease) in interest expense for the periods ended September 30, 2014 compared with 2013 was due lo:

Three Months Nine Months

Long-term debt interestexpense (a)
Capitalized interest (b)
Other

Total

$ (12) $ (38)
4 12
2 (2)

$ (6) $ (28)

(a) The decrease was primarily due lothe repayment ofdebt in December and July 2013.
(b) The increase was primarily due lothe Hollwood hydroelectric expansion project placed inservice inNovember 2013.

Income Taxes

The increase (decrease) in income laxes for the periods ended September 30, 2014 compared with 2013 was due to:

Change in pre-tax income at current period tax rates
State valuation allowance adjustments
Federal and slate tax rtiscrx-c adjustments
State deferred tax rate change
Other

Total

Three Months Nine Months

$ 2 S (75)
(4) (4)
(1) (6)

3

6 7

$ 3 S (75)

See Note 5 to the Financial Statements for additional information.

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

Income (Loss) from Discontinued Operations (net of income laxes) includes the results ofoperations ofthe Montana
hydroelectric generating facilities for all periods presented. See "Discontinued Operations - Montana Hydro Sale
Agreement" in Note 8 to the Financial Statements for additional information. Income (Loss) from Discontinued Operations
(net ofincome ta.xcs) decreased by $18 million for ihe nine months ended September 30, 20)4 compared with the same
period in 2013. The decrease was primarily due to the Kerr Dam Project impairment ofSIO million after-lax recorded in
March 2014and lower energy margins due to lower energy prices. See Note 13 to the Financial Statements for addiiional
information on the Kerr Dam Project impairment.

PPL Electric: Earnings, Margins and Statement of Income Analysis

Earnings

Net Inconw

Special item, gains (losses), after-tax

Three Months Kndcd

Scplember 30.
2014

57

2

2013

51

Nine Months Ended

September 30.
2014

194

(2)

2013

160

Excluding aspecial item, earnings for the three month period in 2014 compared with 2013 were flat. Earnings for the nine
month period in2014compared with 2013 increased, primarily due to returns on addiiional transmission anddistribution
improvemeni capital investments and higher sales volumes driven by unusually cold weather in the first quarter of2014,
partially offset by higher interest expense.

The table below quantifies the changes in ihe components of Net Income between these periods, which reflects amounts
classified as Pennsylvania Cross Delivery Margins and acertain item that management considers special on separate lines
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within the table and not In their respective Statement of Income line items. See PPL's Results of Operations -Segment
Earnings - Pennsylvania Regulated Segment" for details of the special item.

Three Months Nine Months

Pennsylvania Gross Delivery Margins j
Other operation and maintenance
[>;preciaiion
Interest expense
Other

Income taxes

Special item, after-tax
Total j

Margins

Pennsylvania Gross Delivery Margins" is anon-GAAP financial performance measure that management utilizes as an
indicator of the |Xjrformance of its business. See PPL's "Results of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes between periods.

The following tables contain the components from the Statements of Income that arc included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended September 30.

12

4

(I)
(3)

I

<9)
•>

8.S

4

(5)

(II)
I

(38)
(2)

34

Operating Revenues

Operating E.vpensc.s
Energy purchases
Energy purchases from affilialc
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

Operating Revenues

Operating Expenses
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

2014 Three Months

PA Gross

Delivery
Munzins

477

Other (a)
Operating
Income (b)

477

2013 Three Months
PA Gross

Delivery
Margins

464

Other (a)
Operating
Income (b)

464

128 128 144 144
20 20 11 11
25 S 108 133 19 S 115 1.34

47 47 45 45
25 25 23 2 25

198 1.55 353 197 162 359
$ 279 $ (1.55) S 124 S 267 $ (162) S 105

2014 Nine Month.s 2013 Nine Month.s
PA Gross PA Gross
Delivery

Other (a)
Operuling Delivery Operating

Mai^ins Income (h) Marcin.s Other (a) Income (b)
s 1.518 s 1,518 s 1.39! S 1,391

431 43! 436 436
68 68 37 37
74 S 328 402 62 S 329 391

137 137 132 132
74 6 80 70 7 77

647 471 1.118 605 468 1.073
871 s (471) s 400 s 786 S (468) S 318

(a) Represents amounts excluded from Margins.
(b) As reponed on the StatcnKnts of Income.

Statement of Income Analysis —

Certain Operating Revenues and Expenses Included In "Margins"

The following Slatemeni of Income line items and their related increase (decrease) during the periods ended September 30,
2014 compared with 2013 arc included above within "Margins" and arc not discussed separately.
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Three Months Nine Months

Operaiing revenues 5
Energy purchases Î
Energy purchases from affiliaie 9

Other Operation and Maintenance

127

(5)
31

The increase (decrease) in other operation and maintenance for the periods ended September 30. 2014 compared with 2013
was due to;

Pa)Toll-rclaied costs
Vegetation management
Storm costs

Corporate service
Bargaining unitonc-tinK voluntary retirement benefits (Note 10)
Other

Total

Interest Expense

Interest expense increased by $11 million for the nine months ended September 30, 2014 compared with 2013, primarily due
to a debt issuance in June 2014 and July 2013.

Income Taxes

The increase (decrease) in income taxes for the periods ended September 30, 2014 compared with 2013 was due to:

Three Months Nine Months

Change in pre-tax income at current period lax rales
Federal and state tax rescrw adjustments
Other

Total

Three Month.s Nine Months

S (8) S (18)
(2) 3

7 21
2 5

(.3) 3

3 (3)

S (1) S II

s 7 S 30
2 5
2 3

s 11 S 38

Sec Note 5 to the Financial Statements for additional information.

LKE; Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Ended Nine Months Ended

September 30. September 30,
2014 2013 2014 2013

Net income S 9! S 100 S 27! S 260

Earnings decreased for the three month period in 2014 compared with 2013 primarily due to lower sales volume due to mild
weather, higher operation and maintenance expenses and higher financing costs, partially offset by returns on additional
environmental capital investments. Earnings increased for the nine month period in 2014 compared with 2013 primarily due
to returns on additional environmental capital investments, higher sales volumes, higher demand revenue and higher off-
system sales, partially offset by higher operation and maintenance expense driven by storm-related expenses and timing and
scope ofgeneration maintenance. The changes in volumes, demand revenue and off-system sales were driven by unusually
cold weather in the first quarter of 2014.

The table below quantifies the changes in components of Net Income between these periods, which reflect amounts classified
as Margins on a separate line within the table and not in their respective Statement of Income line items.
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Margins
Other operation and maintenance
Depreciation
Interest exiwnsc
Other

Income taxes

Tola!

Margins

"Margins" is a non-GAAP finaticial performance measure thai management utilizes asan indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, LKE's Margins are referred toas
"Kentucky Gross Margins."

The following tables contain the components from the Statements of Income that arc included in this non-GAAP financial
measure and a reconciliation to "Operating income" for the periodsended September 30.

2014 Three Months

Three Months Nine Months

$ 3 S 76

(8) (26)
(4) (10)
(5) (14)

t 0)
4 (12)

S (9) S 11

2013 Three Months

Operating Operating
Murcins Other (a) income (b) Margins Other (a) Income (b)

Opcruting Revenues S 7.13 S 7.13 5 744 $ 744

Operating hlvpcnses
Fuel 240 240 237 237
Energy pureha.ses 24 24 23 23
Other operation and maintenance 27 S 170 197 26 S 162 188
Depreciation 2 87 89 I 83 84
Taxes, other than income 13 13 12 12

Total Operating Expenses 293 270 .163 287 257 544

Total s 460 S (270) s 190 S 457 $ (257) S 200

2014 Nine Months 2013 Nine Months

Operating Opcruting
Margins Other(u) InconH: (h) Margins Other(a) income (b)

Opcruting Revenues s 2.409 s 2.409 s 2.226 s 2.226

Opcruting h2.\pen.scs
Fuel 748 748 684 684
Energy purcha.ses 184 184 146 146
Other operation and maintenance 7.1 S .134 609 74 $ .108 582
Depreciation 6 2.16 262 3 246 249
Taxes, other than inconw 1 38 39 36 36

Total Oiwniting Expenses 1.014 828 1.842 907 790 1.697
Total s 1.39.1 S (828) s .167 s 1.319 S (790) s 529

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Statement of Income Analysis -

Certain Operating Revenues and Expenses included in "Margins"

The following Statement of Income lineitems and their related increase during the periods ended September 30, 2014
compared with2013 are included above within "Margins" and are not discussed separately.

Three Months Nine Months

Operating revenues
Fuel

Energy purchases
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The increase in other operation and maintenance expense for the periods ended September 30, 2014 compared with 2013 was
due to:

Three Months Nine Months

Timing and scopeof generationmaintenance
Storm expenses
Bad debt ex|)ense
Gas maintenance

Other

Total

Depreciation

Depreciation increased by $5 million and S13 million for the three and nine months ended September 30, 2014 compared
with 2013 primarily due to additions to PP&E, net.

Interest Expense

Interest expense increased by $5 million and $14 million for the three and nine months ended September 30, 2014 compared
with 2013 primarily due to the issuance of $500 million of First Mortgage Bonds in November 2013.

Income Taxes

Income taxes decreased by $4 million for the three months ended September 30, 2014 compared with 2013 and increased by
$12 million for the nine months ended September 30, 2014 compared with 2013 primarily due to the change in pre-tax
income at current period tax rates.

$ 1 s

3

8

8

7
7 0

3 2

s 9 S 27

LG&E; Earnings, Margins and Statement of Income Analysis

Earnings

Nei Income

Three Months Ended

September 30,
2014 2013

46 49

Nine Months Ended
September 30,

2014 2013

133 122

Earnings decreased for the three month period in 2014 compared with 2013 primarily due to lower sales volumes due to mild
weather, higher operation and maintenance expenses and higher financing costs partially offset by returns onadditional
environmental capital investments. Earnings increased for the nine month period in 2014 compared with 2013 primarily due
to returns on additional environmental capital investments, higher sales volume, higher demand revenue and higher off-
system sales partially offset by higher operation and maintenance expense driven by storm-related expenses. The changes in
volumes, demand revenue and off-system sales were driven by unusually cold weather in the first quarter of 2014.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins on a separate line within the table and not in their respective Statement of Income line items.

Margins
Olhcroperacion and mainienance
l3cpreciaiion
ln(crt:.<;i expense
Other

Income taxes

Total

Three Months Nine Months

S 2 S 38

(2) (5)
(1) (5)
(3) (7)

1 (1)
(9)

S (3) S 11

Margins

"Margins" isa non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. Sec FPU's "Results of Operations - Margins" for anexplanation of why management believes this measure is useful
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and ihe underlying drivers of the changes belween periods. Within PPL's discussion, LG&E's Margins are included in
Kentucky Gross Margins."

The rollowing tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended September 30.

Operating Revenues

Operating Expenses
Fuel

Energy purchases, including afriliaie
Other operation and maintenance
[>:prcciaiion
Taxes, other than income

Total Operating Expenses
Total

Operating Revenues

Opcruting Expenses
Fuel

Energy purchases, including afniiate
Other operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

2014 Three Months

Margins

Ml

99

2.1

12

I

ll.-i

212

Other (a)

82

.18

6

126

Operating
Income (b)

347

99

2.1

94

39

6

(126) S
261 _

86 S

2013 Three Months

Margins

343

100

20

13

133

210 $

Other (u)

80

37

6

12.1

Operating
Inconte (h)

343

100

20

93

37

6

2.'56

(12.1) S 87

2014 Nine Months

Margins Other (a)
Opcmting
IncnnK (b) Margins Other(a)

Opcruting

S 1.170 S 1.170 S 1.049 S 1.049

320

178

37
2

$ 249

114

19

.120

178

286

116

19

284

1.1.1

34

1

S 244

109

18

284

131

278

110

18
.•5.17 382 919 4.S4 .171 821

S 633 S (382) S 25 \ S .19.1 s (37!) S 224

(a) Represents amounts excluded Trom Margins.
(b) As reponcd on the Statenxints of Income.

Statement of Income Analysis —

Certain Operating Revenues and Expenses Included In "Margins"

The following Siatemeni of Income line items and their related increase (decrease) during the periods ended September 30,
2014 compared with 2013 are included above within "Margins" and arc not discussed separately.

Three Months Nine Months

Retail and wholesale c
Electric revenue from afriliatc
Fuel

Energy purchases
Energy purchases from affiliate

Other Operation and Maintenance

Oiher operation and maintenance expense increased by $8 million for the nine months ended September 30, 2014 compared
with 2013 primarily due to storm expenses of$4 million and bad debt expense of$2 million.

Depreciation

Depreciation increased by $2 million and $6 million for the three and nine months ended September 30, 2014 compared with
2013 primarily due to additions to PP&E, net.
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Interest Expense

Inlcresi expense increased by $3 million and $7 million for the three and nine months ended September 30, 2014 compared
with 2013 primarily due to the issuance of$250 million ofFirst Mortgage Bonds in November 2013.

Income Taxes

Income taxes increased by $9 million for the nine months ended September 30, 2014 compared with 2013 primarily due to
thechange in pre-tax income at current period tax rates.

KU: Earnings, Margins and Statement of Income Analysis

Earnings
Ttirce Monltis Knded Nine Months Ended

Scptcmtier 30. Scptcmhcr 30.
2014 2013 20t4 2013

S • .-16 S 63 S 173 S 171

Earnings decreased for the three month period in 2014 compared with 2013 primarily due to lower sales volume due to mild
weather, higher operation and maintenance expense and higher financing costs partially offset by returns on additional
environmental capital investments. Earnings increased for the nine month period in 2014 compared with 2013 primarily due
to returns on additional environmental capital investments, higher sales volumes, higher demand revenue and higher off-
system sales partially offset by higher other operation and maintenance expense driven by the timing and scope of generation
maintenance. The changes in volumes, demand revenue and off-system sales were driven by unusually cold weather in the
first quarter of 2014.

The table below quantifies the changes in the components ofNet Income between these periods, which rellect amounts
classified as Margins on aseparate line within the table and not in their respective Statement ofIncome line items.

Margins
Oihcr opcnilion and maintenance
Depreciation
Interest cx|x:n.se
Oiticr

income taxes

Total

Margins

'I'hrce M<)nth.s Nine Months

S 1 S 38

(5) (18)
(3) (••i)
(2) (7)

(1)
•> (5)

S (7) S 2

"Margins" is anon-CAAP financial performance measure that management utilizes as an indicator of the performance ofits
business. See PPLs 'Results ofOperations - Margins" for an explanation ofwhy management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, KU's Margins are included in
"Kentucky Gross Margins."

The following tables contain the components from the Statements of Income that arc included in this non-CAAP financial
measure and a reconciliation to "Operating Income" for the periods ended September 30.

2014 Tttrec Months 2013Ttircc Months

Operating Revenues

Operating E.\penses
Fuel

Energy purchases, including affiliate
Other o|x:raiion and ntainicnance
Depreciation
Ta.xes. other than income

Total 0|)eraiing Expenses
Total

Ma reins Other(a)
Operating Operating
Income (b) Margins Other (a) Income (b)

S 422 S 422 S 414 S 4)4

141 141 137 137
17 17 16 16
14 S 83 97 13 S 78 91

2 48 .*>0 1 45 46
7 7 6 6

174 138 312 167 129 296
S 248 $ (138) S 110 S ' 247 S (129) S 118
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2014 Nine Month.s 2013 Nine Months

Operating Operating
Margins Other (a) Income (h) Margins Other(n) Income (b)

Operating Revenues S 1.324 S I..124 S 1.229 $ 1.229

Operating Expcn.scs
Fuel 428 428 400 400
Energy purchases, including affiliate 91 91 63 63
Other operation and maintenance .18 S 264 302 40 $ 246 286
Depreciation 4 141 I4.*i -> 136 138
Taxes, other than income 1 19 20 18 18

Total Oixtraling Expenses .•562 424 986 .tO.-i 400 90.S
Total S 762 S (424) S 338 S 724 $ (400) S 324

(a) Rcprcsencs amounts excluded from Margins.
(b) As reported on the Sialcmcnis oT IncortK.

Statement of Income Analysis -

Certain Operating Revenues and Expenses included in "Margins"

The following Siatemcnt of Income line items and their related increase (decrease) during the periods ended September 30,
2014 compared with2013 are included above within "Margins" and arc not discussed separately.

Three Months Nine Months

Retail and wholesale S 7 S 90
Electric revenue from affiliate I 5
Fuel 4 28
Energypurchases (I)
Energy purchases from affiliate 2 28

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the periods ended September30, 2014 compared
with 2013 was due to:

Three Months Nine Months

Timing and sco|)c of generation maintenance
Storm expenses
Bad debt

Other

Total

Depreciation

Depreciation increased by $4 trillion and $7 million for the three and nine months ended September 30, 2014 compared with
2013 primarily due to additions to PP&E, net.

Interest Expense

Interest expense increased by $2 million and $7 million for the three and nine monthsended September 30, 2014 compared
with 2013 primarily due to the issuance of $250 million of First Mortgage Bonds in November 2013.

Income Taxes

Income taxes decreased by $2 million for the three months ended September 30, 2014 compared with 2013 and increased by
$5 million for the nine months endedSeptember30, 2014 compared with2013 primarily due to thechange In pre-tax income
at current period tax rates.
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Financial Condition

The remainder of ihls Item 2 in this Form 10-Q is prcscnicd on a combined basis, providing information, as applicable, for
all Registrants.

Liquidity and Capital Resources

(All Registrants)

The Registrants had the following at:
Pl'L Encrg)'

PPL (a) Supply PPL Electric I.KE LG&E KU

Scptemhcr 30. 2014

Cash and cash cquivDlcnis S 1.188 S 194 S 111 S 47 S 25 S 22
Shon-iemulcbi 1.099 590 348 143 130
Notes payable with amiiaies 22

December 31. 2013

Cash and cash equivalents S 1.102 S 239 S 25 S 35 $ 8 S 21
Notes receivable from affiliates 150 70
Short-term debt 701 20 245 20 150

(a) At September 30. 2014, S409 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends. PPL
maybesubject to additional U.S. taxes, netof allowable foreign income taxcredits. Historically, dividends paidby foreign subsidiaries havebeen
limited to distributionsof the current year's earnings. See Note 5 to the FinancialStatementsin PPL's2013 Fonn lO-K for additional informationon
undistributed eamings of WPD.

Net cash provided by (used in) operating, investing and financing activities for the nine month periodsended September 30,
and the changes between periods were as follows.

PPL Energy
PPL .Supply PPL Electric LKE I.C&E KU

20t4

Operating activities S 2.628 S 465 $ 412 S 851 S 327 S 486
Investingactivities (2.974) (344) (562) (773) (422) (418)
Financing activities 419 (166) 236 (66) 112 (67)

2013

Operating activities S 2.223 S 583 S .327 S 723 S 362 S 419
Investing activities (2.788) (351) (697) (889) (376) (510)
Financing activities %6 (94) 455 144 4 79

Change - Cash Provided (Used)
Operatingactivities S 405 $ (118) S 85 $ 128 S (35) S 67
Investing activities (186) 7 135 116 (46) 92
Financing activities (.547) (72) (219) (210) 108 (146)

Operating Activities

The components of thechange in cash provided by (used in) operating activities for the nine months ended September 30,
2014 compared with 2013 were as follows.

PPL

PPI^ Energy
Supply PPL Electric LKE LG&E KU

Change - Cash Provided (Used)
Net income S (187) S (125) S 34 S II S II S •?

Non-cash components 30 (108) (.52) 149 (3) 64
Worsting capital 364 (.34) 36 (32) (1.3) (II)
O^fincd bcneru plan funding 183 75 68 116 33 58
Other operating activities 15 74 (1) (116) (6.3) (46)

Total S 405 S (118) S 85 S 128 S (35) S 67

(PPL)

The increase in cash from changes incomponents of working capital was partially due to an incrca.se in taxes payable
(primarily due to increased taxable income in 2014), and a decrease in uncertain tax positions in 2013 (primarily due to the
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Windfall Profits Tax ruling in 2013 - see Note 5 to the Financial Statements), and a reduction in collateral returned to
counterparties.

(PPL Energy Supply)

The decrease in non-cash components of net income primarily consisted of an increase in deferred income tax benefits
partially offset by an increase in unrealized hedging losses.

(PPL Electric)

Thedecrease in non-cash components of net income primarily consisted of a decrease indeferred income taxexpense.

(LKE)

LKE's non-cash components of net income included a $152 million increase indeferred income taxes primarily due to
utilization of net operating losses. Thedecrease incash from changes incomponents of working capital was driven primarily
bya decrease in ta.xes payable due to timing of tax payments and by thechange in accounts payable due to timing of fuel
purchase commitments and payments, partially offset by the change in accounts receivable and unbilled revenues due to
weather and higher rates.

(LC&E)

LC&E's decrease incash from changes in components of working capital was driven primarily bya decrease in taxes payable
due to timingof tax payments and by the change in accounts payable due to timing of fuel purchase commitments and
payments and intercompany tax settlements with LK.E, partially offset by the change in accounts receivable and unbilled
revenues due to weather and higher rates.

(EU)

KU's non-cashcomponents of net income included a $56 million increase in deferred income taxes primarily due to
utilization of net operating losses. KU's decrease in cash from changes in components of working capital wasdriven
primarily by a decrease in taxes payable due to timing of tax payments, partially offset by the change in accounts receivable
and unbilled revenues due to weather and higher rates.

Investing Activities

Expendituresfor Property. Plant and Equipment

The primary use of cash within investing activities is expenditures for PP&E. The change in these expenditures for the nine
months ended September 30, 2014 compared with 2013 was as follows.

PPL Knergj
PPL Supply PPL Hcctric LKE LG&E KU

(increase) Dccrcnsc S (110) S 6.S S (12) S 48 $ (46) S 94

The increase in expenditures for PP&E for PPL was primarily due to increases of $190 million at WPD (primarily due to
projects to enhance system reliability and the effect of foreign currency exchange rates)and the changes in project
expenditures at PPL Energy Supply, LG&E and KU. The decrease inexpenditures at PPL EnergySupply was partially due
to expenditures made in 2013 for the Holtwood hydroelectric expansion project. The increase in expenditures for LC&E was
primarily due to environmental air projects at LG&E's Mill Creek plant and GLT projects, partially offset by lower
expenditures for the construction of Cane Run Unit 7. The decrease in expenditures for KU was related to lower
expenditures for the construction of Cane Run Unit 7 and environmental CCR projects at KU's Ghent and E.W. Brown
plants, partially offset by higher expenditures for environmental air projects at KU's Ghent and E.W. Brown plants.

Other Significant Changes in Componentsof InvestingActivities

For PPL and PPL Energy Supply, thechange in investing activities for the nine months ended September 30. 2014 compared
with2013 reflects increases of $200 million and $208 million in restricted cash and cash equivalents. These changes were
primarily related to increa.sed cash margin requirements in 2014 of $199 million to support PPL Energy Supply'scommodity
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hedging program primarily due to higher forward prices. PPL Energy Supply initially borrowed under its short-term credit
facilities to help fund these increased margin requirements.

PPL and PPL Energy Supply also had investing inflows of $164 million for the nine months ended September 30, 2014 from
U.S. Department of Treasury grams for the Rainbow and Holtwood hydroelectric expansion projects. See Note 8 to the
Financial Statements for additional information.

PPL Electric received $150 million during the nine months ended September 30, 2014 on notes receivable from affiliates.

Financino Activities

The components of the change in cash provided by (used in) financing activities for the nine months ended September 30,
2014 compared with 2013 was as follows.

Ctiangc - Cash Provided (LJscd)
L-ong-ierm dcbl issuanccs/rctircmcnis, net
Slock issuanccs/rcdcmpiions. nei
Dividends

Capital ccmribulions/disiributions. net
Change in short-icmi debi. nei
Olher financing acliviiies
Total

PPL

PPL Kncrg)'
Suppty PPL Etcclric LKE LC&E KU

s (802) $ 1 S (62)
(298)

(7.1) (27) $ (16) S (29)
(1.020) (110) S (218) 19 (26)

.546 946 (20) 16 106 (90)
80 1 (8) (!) (1)

$ (.547) $ (72) S (219) S (210) S 108 S (146)

Forthe nine months ended September 30, 2014, PPL required $547 million less cash from financing activities primarily due
to improvements in cash from operations of $405 million which were able tosupport the significant capital expenditure
programs of its subsidiaries.

For the nine months ended September 30, 2014, PPL Electric required $219 million lesscash from financing activities
primarily due to the receipt of $150million on notes receivable from affiliates (asdescribed in "Investing Activities" above)
and improvements in cash from operations of $85 million.

Under the termsof the definitive agreements related to the spinoff transaction, PPL Energy Supply will not receive additional
equity contributions from its member for the remainder of 2014 and is expected to make a distribution to its member, and
ultimately to PPL primarily todistribute the proceeds from the sale of the Montana hydroelectric business, currently
estimated at $880 million, expected to occur in the fourth quarter of 2014, and for an amount not to exceed $191 million
during the first quarter of 2015.

SeeNote 7 to the Financial Statements in this Form lO-Q for information on 2014 short and long-term debtactivity, equity
transactions and PPL dividends. Seethe Registrants'2013 Form 10-K for information on 2013activity.

Credit Facilities

The Registrants maintain credit facilities toenhance liquidity, provide credit support and provide a backstop to commercial
paper programs. Amounts borrowed under these credit facilities arc reflected in "Short-term debt" on the Balance Sheets. At
September 30, 2014, the total committed borrowing capacity and the use of that capacity under these credit facilities wasas
follows.

External (All Registrants)

PPLCapiial Funding Credit Facilities
PPL Energy Supply Credit Facitilics
PPL Electric Credit Facility
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LKE Credit Facility
LG&B Credit Facility
KU Credit Facilities

Total LKE

Total U.S. Credit Facilities (a)

Total U.K. Credit Facilities (b)

Letters of

Credit

and

Committed Commercial Unused
Capacity Borrowed Paper Is.sucd Capacity

75 75

500 143 357

598 328 270

1.173 75 471 627

S 5.373 S 665 $ 667 S 4.041

£ 1.0.55 £ 97

00

(a) ThecomiiiitoKnts under theU.S. credit facilities areprovided bya diverse bank group, with noonebank anditsaffiliates providing an aggregate
commitment of more thanthe following percentages of the totalcommitted capacity: PPL- 10%. PPLEnergy Supply- 10%. PPLElectric - 7%. LKE•
11%. LG«&E-7%and KU-21%.

(b) Theamount borrowed at September .10. 2014 wasa USD-denominated borrowing of S161 million. AtSeptember 30. 2014. the USD equivalent of
unused capacity under the U.K. committed credit facilities was SI .6 billion.

The commitments under the U.K. credit facilities are provided hy a diverse bank group, with no one bank providing more than 13%of the total
committed capacity.

As a result of the proposed spinoff transaction, PPL Energy Supply has syndicated a $1.85 billioncredit facility which is
currently fully committed. This syndicated credit facility will replace theexisting$3 billion PPL Energy Supplysyndicated
credit facilily and will be effective upon closing of the spinoff transaction. See "Overview - Business Strategy" and
"Financial and Operational Developments - Other Financial and Operational Developments - Anticipated Spinoff of PPL
Energy Supply" above for additional information.

During the second quarter of 2014, PPL Energy Supply's corporate credit rating was lowered to below investment grade. At
September 30. 2014, the additional collateral posted as a result of the downgrade was $169 million. PPL Energy Supply
primarily issued letters of credit under its credit facilities noted above to post the required collateral. PPL Energy Supply
continues to have adequate access to the capital markets and adequate capacity under its credit facilities and docs not expect a
material change in its financing costs as a result of the downgrade.

See Nole 7 to the Financial Statements for further discussion of the Registrants' credit facilities.

Intercompany (LKE. LC&E and KU)

LKE Crcdil Facilily
LG&E Money Pool (a)
KU Money Pwl (a)

Commillcd

Cupucity Borrowed

225 S

.soo

.soo

Unused

Capucity

203

500

500

(a) LG&Eand KUpanicipaie in an inlercompany money poolagrecmeni whereby LKE. LG&Eand/or KU makeavailable funds up lo S.500 millionat an
interest rate based on a market index of commercial paper issue.s.

See Note 11 to the Financial Statements for further discussion of inlercompany credit facilities.

Commercial Paper (All Registrants)

PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund their
short-term liquidity needs, as necessary. Commercial paper issuances arc supported by the respective Registrant's Syndicated
Credit Facility.

Outstanding commercial paper issuances are rellected in "Short-term debt" on the Balance Sheets. At September 30, 2014,
the available capacity and the use of that capacity was as follows:
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Commercial

Paper
Issuances

Unused

Capacity

PPL Etcccric S 300 S 300
LG&E 350 S 143 207

KU 350 130 220

Total LKE 700 273 427

Tola! PPL S 1.000 S 273 s 727

In August 2014, PPL Energy Supply terminated its commercial paper program.

Lono-term Debt and Equity Securities (PPL. PPL EnergySupply and PPL Eiearic)

The long-termdebt and equity securities activity for the nine months ended September 30, 2014 was:

Debt

PPL

PPL Energy Supply
PPL Electric

Non-cash Transactions:

PPL (b)

Is.suanccs (a) Retirements

S 296 S

296

750

545

308

to

7.50

Net Stock

Issuances

1.037

(a) Issuances are net of pricing discounts, where applicable and e.xcludethe impact of debt i.ssuancc costs.
(b) Represents the remarkciingof Junior SubordinatedNotes that were issued as a componentof PPL's2011 Equity Units.

In October 2014, PPL implementeda legal entity restructuring within the U.K. regulated segment in order to rationalize the
U.K. structure to enhance future financing of U.K. operations, improve internal cash management and simplify the U.K.
companies' regulatory reporting. In October 2014, in connection with the restructuring. Western Power Distribution Ltd
(WPD Ltd), the new holding eompany of the four DNOs, became ihe co-obligor of the debt securities of PPL WEM ($460
million 3.9% Senior Noies due 2016 and S500 million 5.375% Senior Noies due 2021) and PPL WW ($100 million 7.25%
Senior Notes due 2017 and $202 million 7.375% Senior Notes due 2028), whereby WPD Ltd will service the debt securities
posl-reslrucluring. Also, in October 2014, PPL WW transferred its £210 million syndicated credit facility to WPD Lid.

The restructuring is not expected to have a material impact on PPL's results of operations.

Common Stock Dividentjs (PPL)

In August 2014. PPL declared its quarterly common slock dividend, payable October 1, 2014, at 37.25 cents per share
(equivalent to $1.49 per annum). Future dividends, declared at the discretion of the Board of Directors, will be dependent
upon future earnings, cash Hows, financial and legal requirements and other factors.

Rating Agency Actions

(All Registrants)

Moody's, S&P and Fitch periodically review the credit ratings on the debt of the Registrants and their 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 the Registrants and their subsidiaries are based on information provided by the
Registrants and other sources. The ratings of Moody's, S&P and Fitch are not a recommendation to buy, sell or hold any
securities of the Registrants or their 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 the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of
borrowing under their credit facilities.

The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2014:
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In January 2014, Moody's affirmed its ratings and revised its outlook to stable for PPL.

In March 2014, Moody's, S&P and Fitch assigned ratings of Baa3, BBB- and BBB, respectively, to PPL Capital Funding's
$.350 million 3.95% Senior Notes due 2024 and $400 million 5.00% Senior Notes due 2044. Filch also assigned a stable
outlook to these notes.

In April 2014, Moody's affirmed its ratings with a stable outlook for PPL WEM, WPD (East Midlands), WPD (West
Midlands), PPL WW, WPD (South Wales) and WPD (South West).

In April 2014, Fitch affirmed its ratings with a stable outlook for PPL and PPL Capital Funding.

In June 2014, Moody's affirmed its ratings and revised its outlook to positive for PPL and PPL Capital Funding.

In June 2014, S&P affirmed its ratings for PPL, PPL Capital Funding, PPL WEM, WPD (East Midlands), WPD (West
Midlands), PPL WW, WPD (South Wales) and WPD (South West) and placed the issuers on CreditWatch with positive
implications.

In June 2014, Fitch affirmed its ratings with a stable outlook for PPL and PPL Capital Funding.

In August 2014, Fitch affirmed its ratings and revised its outlook to negative for WPD (South Wales). Fitch also affirmed its
ratings with a stable outlook for PPL WW and WPD (South West).

In October 2014, Fitch affirtiied and withdrew its long-term and short-term issuer default ratings for PPL Capital Funding.

In October 2014, Moody's and S&P affirmed their ratings and outlooks for WPD (East Midlands), WPD (West Midlands),
WPD (South Wales) and WPD (South West). In addition, Moody's and S&P have assigned Baa3, P-3, Stable and BBB, A-2,
CreditWatch Positive long and short-term issuer ratings to Western Power Distribution Ltd, the new holding company for the
four DNOs, following a legal entity restructuring implemented in October 2014. See "Long-term Debt and Equity Securities"
above for additional information on the restructuring. The issuer ratings of PPL WW and PPL WEM have also been
withdrawn.

(PPL and PPL Energy Supply)

In April 2014, Fitch affirmed its ratings with a negative outlook for PPL Energy Supply.

In May 2014, S&P lowered its long-term issuer rating and senior unsecured rating from BBB to BB+ and its commercial
paper rating and short-term issuer rating from A-2 to A-3 with a stable outlook for PPL Energy Supply.

In June 2014, Moody's lowered its senior unsecured rating from Baa2 to Bal and its commercial paper rating and short-term
issuer rating from P-2 to Not Prime with a negative outlook for PPL Energy Supply. Moody's also assigned a Corporate
Family Rating of Bal, a Probability of Default Rating of Bal -PD and a Speculative Grade Liquidity rating of SGL-1 to PPL
Energy Supply.

In June 2014, S&P lowered its long-term issuer rating and senior unsecured rating from BB-t- to BB and its commercial paper
rating and short-term issuer rating from A-3 to B for PPL Energy Supply and placed the issuer on CreditWatch with negative
implications.

In June 2014, Fitch lowered its long-term issuer default rating and senior unsecured debt rating from BBB- to BB and its
commercial paper rating and short-term issuer default rating from F3 to B for PPL Energy Supply and placed the issuer on
Rating Watch Negative.

(PPL and PPL Electric)

In January 2014, Moody's upgraded its long-term issuer rating and senior unsecured rating from Baa2 to Baal and senior
secured rating from A3 to A2, affirmed its commercial paper rating and revised its outlook to stable for PPL Electric.

In April 2014, Fitch affirmed its ratings with a stable outlook for PPL Electric.

In June 2014, S&P affirmed its ratings for PPL Electric and placed the issuer on CreditWatch with positive implications.
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InJune 2014, Moody's, S&P, and Fitch assigned ratings of A2, A-and A-, respectively, to PPLElectric's $300million
4.125% First Mortgage Bonds due 2044. Filch also assigned a stable outlook to these notes.

(PPL, LKE, LG&E and KU)

In January 2014, Moody's afllrmed its ratings and revised its outlook to stable for LKE.

In January 2014, Moody's upgraded its long-term issuer ratings and senior unsecured ratings from Baal to A3 and senior
secured ratings from A2 to A1, affirmed its commercial paper ratings and revised its outlook to stable for LC&E and KU.

In February 2014, Moody's affirmed its ratings for KU's 2000 Scries A Solid Waste Disposal Facility Revenue Bonds, KU's
2004 Series A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B Environmental Facilities
Revenue Refunding Bonds.

In April 2014, Filch affirmed its ratings with a stable outlook for LKE, LG&E and KU.

In June 2014, S&P affirmed its ratings for LKE, LG&E and KU and placed the issuers on CrediiWatch with positive
implications.

In June 2014, Moody's affirmed its ratings and revised its outlook to positive for LKE.

In June 2014, S&P affirmed its ratings for KU's2000 Series A Solid Waste Disposal Facility Revenue Bonds. KU's2004
Series A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B Environmental Facilities
Revenue Refunding Bonds and placed them on CrediiWatch with positive implications.

In September 2014, Moody's affirmed its ratings for KU's 2000 Series A Solid Waste Disposal Facility Revenue Bonds, KU's
2004 Series A and 2008 Scries A Environmental Facilities Revenue Bonds and KU's 2006 Series B Environmental Facilities
Revenue Refunding Bonds.

In October 2014, S&P affirmed its ratings for KU's 2000 Scries A Solid Waste Disposal Facility Revenue Bonds, KU's2004
Scries A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B Environmental Facilities
Revenue Refunding Bonds.

Ratings Triaoers

(All Registranis except PPL Electric)

Various derivative and non-derivative contraci.s, including contracts for the sale and purchase of electricity and fuel,
commodity transportation and storage, interest rate and foreign currency instruments (for PPL),contain provisions that
require the posting of additional collateral or permit the counterparty to terminate the contract, if PPL's, PPL Energy
Supply's, LKE's, LG&E's or KU's or their subsidiaries' credit rating, as applicable, 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 requirements for PPL, PPL EnergySupply, LKEand LG&E forderivative contracts in a net
liability position at September 30, 2014.

Capital Expenditures

(PPL)

Capital expenditure plans are revised periodically to reflect changes inoperational, market and regulatory conditions. In the
second quarterof 2014, PPL increased its projected capital spending for the period 2014 through 2018 related to distribution
facilities by approximately $0.3 billion from the previously disclosed $1.9 billion projection included in PPL's 2013
Form 10-K. The increased projected capital spending results from a change in the forecasted foreign currencyexchange rate
for WPD expenditures that increased each yearly estimate by approximately $70 million.

(PPL LKE. LC&E and KU)

LG&Eand KU continue to evaluate their future capacity requirements with the possibility that reduced or delayed capacity
needs may result in adjustments to the timing of previously estimated capacityconstruction. See Note 8 to the Financial
Statements for additional information.
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For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's
Discussion and Analysis of Financial Condition and Results of Operations," in the Registrants' 2013 Form lO-K.

Risk Management

Market Risk

(All Registrants)

See Notes 13 and 14 to the Financial Statements for information about the Registrants' risk management objectives, valuation
techniques and accounting designations.

The forward-looking information presented below provides estimatesof what mayoccur 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 IKE. LC&Eand KV)

LG&E's and KU's retail electric and natural gas rates and municipal wholesale electric rates are set by regulatory
commissions and the fuel costs incurred are directly recoverable from customers. As a result, LG&E and KU arc subject to
commodity price risk for only a small portion of on-goingbusiness operations. LG&E and KU sell excesseconomic
generation to maximize the value of the physical assets at times when theassets are not required to serve LG&E's or KU's
customers. Sec Note 14 to the Financial Statements for additional information.

(PPL and PPL Electric)

PPL Electric is exposed to market price and volumetric risks from its obligation as a PLR. The PUG has approved a cost
recovery mechanism that allows PPL Electric to pass through to customers thecost associated with fulfilling its PLR
obligation. Thiscost recovery mechanism substantially eliminates PPL Electric's exposure to market price risk. PPLElectric
also mitigates itsexposure to volumetric risk byentering into full-requirement energy supply contracts for the majority of its
PLR obligations. These supply contracts transferthe volumetric risk associated with the PLR obligation to the energy
suppliers.

(PPL and PPL Energy Supply)

PPL Energy Supplysegregates its non-trading activities into twocategories: hedgeactivity 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 hedgeaccounting or for which hedgeaccounting
was not elected. This activity includes thechanges in fair value of positions used to hedge a portion of theeconomic value of
PPL Energy Supply's competitive generation assets and full-requirement salesand retail contracts. Thiseconomic activity is
subject to changes in fair value due to market price volatility of the inputand output commodities (e.g., fuel and power).
Although they do not receive hedge accounting treatment, these transactions areconsidered non-trading activity. See Note 14
to the Financial Statements for additional information.

To hedge the impact of market price volatility on PPLEnergy Supply's energy-related assets, liabilities andothercontractual
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 EnergySupply's
non-tradingcommodity derivative contracts range in maturity through 2019.

The following tables sets forth thechanges in the net fair value of non-trading commodity derivative contracts for the periods
ended September 30. Sec Notes 13 and 14 to the Financial Statements for additional information.
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Fair value of coniracis outstanding at the beginning of the period
Contracts realized or olhc^^ '̂ise 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

2014 2013 2014 2013

S (178) $ 285 S 107 $ 473

(64) (95) 421 (332)

(17) 2 (14) 48

140 25 (633) 28

S (119) S 217 $ (119) S 217

(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 September 30, 2014, based
on the observability of the information used to determine the fair value.

Net Asset (Liability)

Source of Fair Value
Prices based on significant observable inputs (l-evel 2)
Prices based on significant unobscr\'abie inputs (Level 3)
Fair value of contracts outstanding at the end of the period

Maturity
Lcss Than

1 Year

Maturity
1-3 Years

Maturity
4-5 Years

Maturity
in Excess

of 5 Years

Total P'uir

Value

S (126)
(11)

S I

7

S 9

1

S (116)
(3)

S (137) S 8 $ 10 S (119)

PPL Energy Supply sells electricity, capacity and related services and buys fuel on a forward basis to hedge the value of
energy from its generation assets. If PPL Energy Supply were unable to deliver firm capacity and energy or to accept the
delivery of fuel under its agreements, under certain circumstances it could be required to pay liquidating damages. These
damages would be based on the difference between the market price and the contract price of the commodity. Depending on
price changes in the wholesale energy markets, such damages could be signidcani. Extreme weather conditions, unplanned
power plant outages, transmission disruptions, nonperformancc 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 nonperformancc in the future.

Commodity Price Risk (Trading)

PPL Energy Supply's trading commodity derivative contracts range in maturity through 2020. 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.

Fair value of contracis ouisianding ai the beginning of the period
Coniracis realized or oihcru-isc sctilcd during the period
Fair value of new coniracis entered into during the period (a)
Other changes in fair value
Fair value of contracts outstanding at the end of the period

Gains (I..osscs)

Three Months Nine Months

2014 2013 2014 2013

S 72 S 18 S II S 29

(54) (3) (57) (5)
24 12 6 (4)

(19) 1 63 8

S 23 S 28 $ 23 S 28

(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 September 30, 2014, based on
the observability of the information used to determine the fair value.

Source of Fair Value

Prices quoted in active markets for identical insiruntents (Lxvel I)
Prices based on significant obscr\'able inputs (Level 2)
Prices based on significant unobscfA'abie inputs (Level .1)
Fair value of contracts outstanding at the end of the period
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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

S 2 S 2

(3) s (2) S 3 (2)
1 5 7 $ 10 23

S s 3 S 10 S 10 S 23
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VaR Models

A VaR model is uiilized to measure commodity price risk in unregulated gross energy margins for the non-trading and
trading portfolios. VaR isa statistical model that attempts to estimate the value ofpotential loss over a given holding period
under normal market conditions at a given confidence level. VaR iscalculated using a Monte Carlo simulation technique
based ona five-day holding period ata 957o confidence level. Given the company's disciplined hedging program, the non-
trading VaR exposure isexpected to be limited in the short-term. The VaR for portfolios using end-of-month results for the
nine months ended September 30, 2014 was as follows.

9.S%Confidence t-cvcl. Rvc-Day Holding Period
Period End

Average for the Period
High
t-ow

Non-Trading
VaRTrudtng VuR

5 S 10

8 10

10 15

.S 5

The trading portfolio includes all proprietary trading positions, regardless of the delivery period. All positions not considered
proprietary trading areconsidered 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
theabsence of reliable spot and forward markets. The fair value of the non-trading and trading FTR positions was
insignificant at September 30, 2014.

Interest Rate Risk (All Registrants)

The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The
Registrants and their subsidiaries utilize various financial derivative instruments toadjust the mix of fixed and floating '
interest rates in their debt portfolios, adjust the duration of their debt portfolios and lock in benchmark interest rates in
anticipation of future financing, when appropriate. Risk limits under the risk management program arcdesigned to balance
risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the
absolute level of interest rates.

The following interest rate hedges were outstanding at September 30, 2014.

PPL

Casti flow hedges
Intcrcsi raic swaps (c)
Cross-currency swaps (d)

Economic hedges
Inierest rate swaps (e)

LKE

Cash flow hedges
Interesi raic swaps (c)

Economic hedges
Inierest rate swaps (c)

LC&E

Cash flow hedges
Intcrcsi rate swaps (c)

Economic hedges
Interest rate swaps (e)

KU

Cash flow hedges
Interest rate swaps (c)

E.xposure
lledued

Fair Value,
Net - A.ssel

(Liability) (a)

Effect of a

10% Adverse

Movement

in Kates (b)

Maturities

Ranging
Through

1.200 S (16) S (51) 2045

1.262 (49) (176) 2028

179 (43) (3) 2033

650 2 (34) 2045

179 (43) (3) 2033

325 1 (17) 2045

179 (43) (3) 2033

325 1 (17) 2045

(a) Includes accrued interest, if applicable.
(b) Effects ofadverse movements decrease assets or increase liabilities, asapplicable, which could result inanasset becoming a liability. Sensitivities

represent a 10% adverse movement ininierest rates, except for cross-currency swaps which also includes foreign currency exchange rates.
(c) Changes in the fair value ofsuch cash flow hedges arc recorded in equity oras regulatory assets orregulator)- liabilities, ifrecoverable through

regulated rates and reclassified into earnings inthe same period during which the item being hedged affects eamings.
(d) Cross-currency swaps are utilized to hedge the principal and interest payments ofWPD's U.S. dollar-denominated senior notes. Changes in the fair

value of these instruments are recorded inequity and reclassified into eamings inthe same period during which the item being hedged affects eamings.
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(c) Rcali7x:d changes in ihc fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in fair value of these
derivatives arc included in regulatory assets or regulatory liabilities.

The Regisiranis are exposed lo a poteniial increase in interest expense and to changes in the fair value of their debt portrolios.
The estimated impact of a 10% adverse movement in interest rates at September 30, 2014 is shown below.

increase in interest

expense

Increase in fair value

of debt

PPL

Not

Significant

745

PPL Energy
Supply

Not

Significant

; 46

PPL

Electric

Not

Significant

134

LKE

Not

Significant

140

LC&E

Not

Significant

44

KU

Not

Significant

8.3

Foreign Currency Risk (PPL)

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 financial instruments to protect against foreign currency translation risk of expected earnings.

The following foreign currency hedges were outstanding at September 30, 2014.

Effect of u

10%

Adverse

Movement

in Foreign
Currency
E.xchange
Rules (u)

Nci invesimcni hedges (b)
Economic hedges (c)

Exposure
Hedged

306

1.600

Fair Value,
Net • A.s.sct

(Liability)

(1)
26

(49)
(245)

Muturilics

Ranging
Through

2016

2016

(a) Effectsof adverse movements decreaseassets or increase liabilities,as applicable, whichcould result in an asset becominga 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 exclude the

amount of intercompany loans classified as net investment hedges. See Note 14 to the Financial Statements for additional infomiation.
(c) To economically hedge the translation of expected earnings denominated in GBP to U.S. dollars. PPL enters into a combination of average rate

forwards and average rate options to sell GBP.

NDT Funds • Securities Price Risk (PPL and PPL Energy Supply)

In conncclion with certain NRC rcquircmcnt.s, PPL Susquchanna maintains trust funds to fund certain costs of
decommissioning the PPL Susquchanna nuclear plant (Susquchanna). At September 30, 2014, 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 Susquchanna'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 September 30, 2014, a hypothetical 10% increase in
interest rales and a 10% decrease in equity prices would have resulted in an estimated $70 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 (All Registrants)

Sec Notes 13 and 14 to the Financial Statements in this Form lO-Q and "Risk Management - Credit Risk" in the Registrants'
2013 Form lO-K for additional information.

Foreign Currency Translation (PPL)

The value of the British pound sterling fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a
foreign currency translation gain of $75 million for the nine months ended September 30, 2014, which primarily reflected a
$193 million increase to PP&E and goodwill offset by an increase of $118 million to net liabilities. Changes in this exchange
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rate resulted in a foreign currency translation loss of $159 million for the nine months ended September 30, 2013, which
primarily reflected a $454 million reduction to PP&E and goodwill offset bya reduction of $295 million to net liabilities.
The impact of foreign currency translation is recorded in AOCI.

Related Party Transactions (All Regisiraius)

The Registrants are not aware of any material ownership interests or operating responsibility by senior management in
outside partnerships, including leasing transactions with variable interest entities, or otherentities doing business with the
Registrants. See Note 11 to the Financial Statements for additional information on related party transactions for PPL Energy
Supply, PPL Electric, LKE, LG&E and KU.

Acquisitions, Development and Divestitures

(All Regislranls)

The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects.
Development projects are reexamined based on marketconditions 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.

(PPL and PPL Energy Supply)

See Note 8 to the Financial Statements for information on the anticipated spinoff of PPL Energy Supply and the Montana
hydro sale agreement.

Environmental Matters

(All Regisiranls)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Energy Supply's, LKE's,
LG&E's and KU's air emissions, water discharges and the management of hazardous and solid waste, as well as other aspects
of the Registrants' businesses. 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. Costs may take the form of increased capital expenditures or
operating and maintenance expenses, monetary fines, penalties or other restrictions. Manyof theseenvironmental law
considerations arc 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 the Registrants' services.

The following is a discussion of the more significant environmental matters. See Note 10 to the Financial Statements in this
Form 10-Qand "Item 1. Business - Environmental Matters" in the Registrants' 2013 Form 10-K for additional information on
environmental matters.

Climate Change

Physical effects associated withclimatechange could include the impact of changes in weather patterns, such as storm
frequency and intensity, and the resultant potential damage, as applicable, to the Registrants' generation assets, electricity
transmission and delivery systems, as well as impacts on the Registrants' customers. In addition, changed weather patterns
could potentially reduce annual rainfall in areas where PPL, PPL Energy Supply, LKE, LG&E and KU have hydroelectrie
generating facilities or where river water is used to cool their fossil and nuclear (as applicable) powered generators. The
Registrants cannot currently predict whether their businesses will experience these potential risks or estimate thecostof their
related consequences.

In June 2013, President Obama released his Climate Action Plan which reiterates the goal of reducing GHG emissions in the
U.S. through such actions as regulating powerplant emissions, promoting increased use of renewables and clean energy
technology, and establishing tighter energy efficiency standards. Also, by Presidential Memorandum, the EPA wasdirected
to issue a revised proposal for new power plants (a priorproposal was issued in 2012) by September 20, 2013, with a final
rule to be issued in a timely fashion thereafter, and to issue proposed standards forexisting powerplantsby June 1,2014 with
a final rule by June 1, 2015. The EPA was further directed to require that states develop implementation plans forexisting
plants by June 30, 2016.
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The EPA's revised proposal lo regulate new sources under Section 111(b) of the Clean Air Act was published in the Federal
Register on January 8, 2014. The proposed limits for coal plants can only be achieved through carbon capture and
sequestration, a technology that is not presently commercially viable and, therefore, effectively preclude the construction of
new coal plants. The proposed standards for new gas plants may also not be continuously achievable.

The EPA's proposed regulation addressing GHG emissions from existing power plants under Section 111(d) of the Clean Air
Act was published in the Federal Register on June 18, 2014. The proposal contains very stringent, state-specific rate-based
reduction goals to be achieved in two phases (2020-2029 and 2030 and beyond). The EPA believes it has offered some
flexibility to the states as to how state plans can be crafted, including the option to demonstrate compliance on a mass basis
or through a multi-state collaboration, however, the EPA's proposed broad definition of the "best system of emission
reduction" (BSER) substantially limits this flexibility. On October 30, 2014, the EPA issued a Notice of Data Availability
seeking comments on several issues including providing additional flexibility in meeting compliance deadlines, addressing
disparities in state-specific targets, and incorporating a regionalized approach to demonstrating compliance. The Registrants
arc analyzing the proposal and potential impacts. The regulation of GHG emissions from existing plants could have a
significant industry-wide impact depending on the structure and stringency of the final rule and state implementation plans.

The Administration's increase in its estimate of the "social cost of carbon" (which is used to calculate benefits associated with
proposed regulations) from $23.80 to $38 per metric ton in 2015 may lead to more costly regulatory requirements.

Additionally, the Climate Action Plan requirements related to preparing the U.S. for the impacts of climate change could
affect the Registrants and others in the industry as modifications to electricity delivery systems to improve the ability to
withstand major storms may be needed in order to meet those requirements.

Waters of the United States

On April 21, 2014, the EPA and the U.S. Army Corps of Engineers published a proposed rule which greatly expands the
Clean Water Act definition of Waters of the United States. If the definition is expanded as proposed, permits and other
regulatory requirements may be imposed for many matters presently not covered (including vegetation management for
transmission lines and activities affecting storm water conveyances and wetlands), the implications of which could be
significant. Both the U.S. House and Senate are considering legislation to block this regulation.

(All Regislranis except PPL Electric)

Coal Combustion Residuals (CCRs")

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs (as either hazardous or
non-hazardous waste) under RCRA. Under a litigation settlement agreement involving certain environmental groups, the
EPA has agreed to issue its final rulemaking by December 2014. Regulations could impact handling, disposal and/or
beneficial use of CCRs. Recent ash spills that have occurred within the utility industry may precipitate more stringent
regulation of both active and legacy CCR sites. The financial and operational impact is expected to be material if CCRs are
regulated as hazardous waste, and significant if regulated as non-hazardous.

In July 2013, the U.S. House of Representatives passed House Bill H.R. 2218, the Coal Residuals and Reuse Management
Act of 2013, which would preempt the EPA from issuing final CCR regulations and set rules governing state programs. It
remains uncertain whether similar legislation would be passed by the U.S. Senate.

Effluent Limitation Guidelines (ELGs)

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewaler permits. The proposed limitations are based on the EPA review of available treatment technologies and their
capacity for reducing pollutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well as new limits for scrubber wastewater and landfill leachate. The EPA's proposed ELG regulations also
contain some requirements that would affect the inspection and operation of CCR facilities, if finalized as proposed. The
proposal contains several alternative approaches, some of which could significantly impact PPL's, PPL Energy Supply's,
LKE's, LG&E's and KU's coal-fired plants. The final regulation is expected to be issued by September 2015, which is
contingent upon the EPA meeting its deadline for issuing the final CCR regulation. At the present time, 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. Pending finalization of the ELGs, certain states (including Pennsylvania and
Kentucky)and environmental groups are proposing more stringent technology-based limits in permit renewals. Depending
on the final limits imposed, the costs of compliance could be significant and costs could be imposed ahead of federal
timelines.
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Clean Water Act/316(b)

The EPA's final 316(b) rule for existing facilities, became effective on October 14, 2014, and regulates cooling water intake
structures and their impact on aquatic organisms. The rule allows slates considerable authority to interpret the rule. The rule
requires all existing facilities to choose between several options to reduce the impact to aquatic organisms that become
trapped against water intake screens (impingement) and to determine the intake structure's impact on aquatic organisms
pulled through a plant's cooling water system (entrainmenl). Plants already equipped with closed-cycle cooling, an
acceptable option, would likely not incur costs. Once-through systems would likely require additional technology to comply
with rule. PPL, PPL Energy Supply, LKE, LG&E and KU arc evaluating compliance strategics but do not presently expect
the compliance costs to be material.

MATS

In February 2012, the EPA finalized MATS requiring fossil-fuel fired plants to reduce emissions of mercury and other
hazardous air pollutants by April 16, 2015. The rule, which was challenged by industry groups and states, was upheld by the
D.C. Circuit Court in April 2014. On July 14, 2014, a coalition of 23 states filed a petition seeking Supreme Court review of
this decision. The rule provides for a three-year compliance deadline with the potential for a one-year extension as provided
under the statute. The EPA has subsequently proposed changes to the rule with respect to new sources to address the concern
that the rule effectively precludes construction of any new coal-fired plants. PPL, PPL Energy Supply, LKE, LG&E and KU
are generally well-positioned to comply with MATS, primarily due to recent investments in environmental controls at PPL
Energy Supply and approved ECR plans to install additional controls at some of LG&E's and KU's Kentucky plants. With
respect to PPL Energy Supply's Pennsylvania plants, PPL Energy Supply believes that installation of chemical additive
systems and other controls may be necessary at certain coal-fired plants, the capital cost of which is not expected to be
significant. PPL Energy Supply continues to analyze the potential impact of MATS on operating costs. In September 2012,
PPL Energy Supply announced its intention to place its Coreite plant in long-term reserve status beginning in April 2015 due
to expected market conditions and costs to comply with MATS. The Corette plant asset group was determined to be
impaired in December 2013. Sec "Application of Critical Accounting Policies - Asset Impairment (Excluding Investments)"
in PPL's and PPL Energy Supply's 2013 Form 10-K for additional information. LG&E, KU and PPL Energy Supply have
received compliance extensions for certain plants and PPL Energy Supply has a pending request, which was submitted on
September 15,2014, for its Colstrip plant.

LG&E's and KU's anticipated retirements of generating units at the Cane Run and Green River plants are in response to
MATS and other environmental regulations.

CSAPR and CAIR

In 2011, the EPA finalized its CSAPR regulating emissions of nitrogen oxide and sulfur dioxide through new allowance
trading programs which were to be implemented in two phases (2012 and 2014). Like its predecessor, the CAIR, the CSAPR
targeted sources in the eastern U.S. In December 201 I, the U.S. Court of Appeals for the District of Columbia Circuit (D.C.
Circuit Court) stayed implementation of the CSAPR, leaving the CAIR in place. Subsequently, in August 2012, the D.C.
Circuit Court vacated and remanded the CSAPR back to the EPA for further rulemaking, again leaving the CAIR in place in
the interim. In April 2014, the U.S. Supreme Court reversed and remanded the D.C. Circuit Court's August 2012 decision
and on October 23, 2014, the D.C. Circuit Court lifted the stay of CSAPR, granting EPA's request.

PPL, PPL Energy Supply, LKE, LG&E and KU are preparing for Phase I annual trading programs for nitrogen oxide and
sulfur dioxide to commence on January I,2015.Phase I ozone season trading will begin on May 1, 2015. Phase 2 reductions
impacting the annual and ozone season trading programs would lake effect in 2017 and continue into the future. Based on
analyses conducted in 2011 to prepare for CSAPR compliance, PPL, PPL Energy Supply, LKE, LG&E and KU do not
anticipate significant compliance costs, however these analyses will be reviewed under current market and operating
conditions to make further assessments on compliance impacts.

Regional Haze

Under the EPA's regional haze programs (developed to eliminate man-made visibility degradation by 2064), stales are
required to make reasonable progress every decade through the application, among other things, of Best Available Retrofit
Technology (BART) on power plants commissioned between 1962 and 1977. For the eastern U.S., the EPA had determined
that region-wide reductions under the CSAPR trading program could be utilized by state programs to satisfy BART
requirements for sulfur dioxide and nitrogen oxides. Although the D.C. Circuit Court recently lifted the CSAPR stay in
response to a U.S. Supreme Court action in April 2014, decisions by the EPA and the courts will determine whether power
plants located in the eastern U.S., including PPL's plants in Pennsylvania and Kentucky, will be subject to additional
reductions in sulfur dioxide and nitrogen oxides as required by BART.
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The EPA signed ils final Federal Implemeniaiion Plan (FIP) of ihe Regional Haze Rules for Montana in September 2012,
with tighter emissions limits for PPL Energy Supply's Colsirip Units 1 & 2 based on the installation of new controls (no
limits or additional controls werespecified forColstrip Units 3 & 4), and tighteremission limits for the Corctte plant (which
are not based on additional controls). The cost of the potential additional controls for Colstrip Units I & 2, if required, could
be significant. PPL Energy Supply expects to meet the tighter permit limits at Corctte 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). Both PPL and environmental groups have appealed the final FIP to the U.S. Court of
Appeals for the Ninth Circuit and litigation is ongoing.

National Ambient Air Oualitv Standards

In 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As a result, states in the ozone transport
region (OTR), including Pennsylvania,are required by the Clean Air Act to impose additional reductions in nitrogen oxide
emissions based upon reasonably available control technologies. The PADEP has issued a draft rule requiring reasonable
reductions; however, the proposal is being questioned as too lenient by the EPA, other OTR states and environmental groups.
The PADEP may impose more stringent emission limits than those set forth in the proposed rule which could have a
significant impact on PPL Energy Supply's Pennsylvania coal plants. The EPA is expected to further tighten the ozone
standard in the near term, which may require further nitrogen oxide reductions, particularly within the OTR.

During 2010 and 2012, the EPA issued new ambient air standards for sulfur dioxide and particulales, respectively. In 2013,
the EPA preliminarily designated Jefferson County, Kentucky, as a partial non-attainment area for sulfur dioxide. Final
designations of non-attainment areas may occur in 2014. Existing environmental plans for LG&E's and KU's Kentucky
plants, including announced retirements of certain plants and ECR-approved new or upgraded scrubbers or baghouses at
other plants, may aid in achievement of eventual ambient air requirements. EPA also designated part of Yellowstone County.
Montanaas a non-attainment area. Depending upon the specifics of final non-attainmentdesignations and consequent
compliance plans, additional controls may be required, the financial impact of which could be significant. States are working
on designations for other areas according to the timeline outlined in the EPA's proposed Data Requirements Rule issued in
April 2014.

New Accounting Guidance (AllRegistrants)

See Notes 2 and 19 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies (All Registrants)

Financial condition and results of operations arc impacted by the methods, assumptions and estimates used in the application
of critical accounting policies. The following table summarizes the accounting policies by Registrant that are particularly
important to an understanding of the reported financial condition or results of operations, and require management to make
estimates or other judgments of matters that arc inherently uncertain. See "Item 7. Combined Management's Discussion and
Analysis of Financial Condition and Results of Operations" in the Registrants' 2013 Form lO-K for a discussion of each
critical accounting policy.

FPL PPL

PPL Energy Supply Electric LKE LG&E KU

Defined Beneflt-s X X X X X X

t-oss Accruals X X X X X X

Income Taxes X X X X X X

Asset linpnirinents (Excluding lnveslmeni.s) X X X X X

AROs X X X X X

Price Risk Management X X X X X

Regulatory Assets and Uabililics X X X X X

Revenue Recognition - unbilled revenue X X X X
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PPL Corporation
PPL Energy Supply, LLC

PPL Electric Utilities Corporation
LG&Eand 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 Managemenl" in "item 2. Combined Managemenl's Discussion and Analysis of Financial
Condition and Results of Operations."

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

The Registrants' principal executive officers and principal financial officers, based on their evaluation of the
Registrants' disclosure controls and procedures (as defined in Rules 13a-15(c) or 15d-15(e) of the Securities
Exchange Act of 1934) have concluded that, as of September 30, 2014, the Registrants' disclosure controls and
procedures arc 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 arc 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.

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' third fiscal quarter that
have materially affected, or arc reasonably likely to materially affect, the Registrants' internal control over financial
reporting.

PART H. OTHER INFORMATION

Item1. Legal Proceedings

For information regarding 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 2013 Form lO-K; and
• Notes 6 and 10 to the Financial Statements.

Item 1 A. Risk Factors

PPL Corporation and PPL Energy Supply, LLC

The proposed spinoff of PPL Energy Supply and combination with RJS Power are contingent upon the
satisfaction of a number of conditions and may present difficulties that could have an adverse effect on
us.

The proposed spinoff of the business of PPL Energy Supply and the subsequent combination with RJS Power to form Talen
Energy are complex transactions, subject to various conditions, and may be affected by unanticipated developments or changes
in market conditions. On November 5, 2014, Talen Energy filed a registration statement with the SEC containing detailed
information regarding Talen Energy. Completion of the proposed spinoff of PPL Energy Supply and subsequent combination
with RJS Power will be contingent upon a number of factors, including that (i) PPL receives a favorable opinion of tax counsel
as described below; (ii) the SEC declares effective Talen Energy's registration statement relating to the registration of Talen
Energy common stock and no SEC stop order suspending effectiveness of the registration
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staiemcni be in effect prior to the PPL Energy Supply spinoff; (iii) the Talen Energy common stock be authorized for listing
on the New York Stock Exchange; (iv) certain regulatory approvals, including approval by the NRC and the FERC, a Hart-
Scott-Rodino review and certain approvals by the PUC be obtained and (v) there be available, subject to certain conditions, at
least $1 billion of undrawn capacity after excluding any letters of credit or other credit support measures posted in connection
with energy marketing and trading transactions then outstanding, under a Talen Energy (or its subsidiaries) revolving credit or
similar facility. The spinoff and subsequent combination with RJS Power may be terminated by mutual written consent of the
parties or subject to certain other circumstances, including the failure to complete these transactions by June 30, 2015 or, if the
required regulatory approvals have not been obtained at such lime but the other conditions to the consummation of these
transactions have been or arc capable of being satisfied, December 31, 2015. For these and other reasons, the spinoff and the
subsequent combination may not be completed on the terms or within the expected timcframe that we announced, if at all.
Further, if the spinoff and the subsequent combination are completed, such transactions may not achieve the intended results.

If the proposed spinoff of the business of PPL Energy Supply does not qualify as a tax-free spinoff under
Sections 355 and 368 of the Internal Revenue Code of 1986, as amended (the "Code"), including as a result
of subsequent acquisitions of stock of PPL or Talen Energy, then PPL and/or its shareowners may be
required to pay substantial U.S. federal income taxes.

The proposed spinoff of the business of PPL Energy Supply and the subsequent combination with RJS Power are conditioned
upon PPL's receipt of an opinion of tax counsel to the effect that, among other matters, the spinoff will qualify as tax-free under
Sections 355 and 368 of the Code to PPL and its shareowners for U.S. federal income tax purposes. Receipt of the opinion of
tax counsel will satisfy a condition to completion of the spinoff and subsequent combination. An opinion of tax counsel is not
binding on the IRS. Accordingly, the IRS may reach conclusions with respect to the spinoff that arc different from the
conclusions reached in the opinion. PPL is not aware of any facts or circumstances that would cause the factual statements or
representations on which the opinion will be based to be materially different from the facts at the time of the spinoff. If,
notwithstanding the receipt of the opinion of tax counsel, the IRS were to determine the spinoff to be taxable, PPL would, and
its shareowners may, depending on their individual circumstances, recognize a tax liability that could be substantial.

In addition, the spinoff will be taxable to PPL pursuant to Section 355(e) of the Code if there is a 50% or more change in
ownership of either PPL or Talen Energy, directly or indirectly, as part of a plan or series of related transactions that include
the spinoff. Because PPL's shareowners will collectively own more than 50% of Talen Energy's common stock following the
spinoff and subsequent combination, the combination alone will not cause the spinoff to be taxable to PPL under Section 355(e)
of the Code. However, Section 355(e) of the Code might apply if acquisitions of stock of PPL before or after the spinoff, or of
Talen Energy after the combination, are considered to be part of a plan or series of related transactions that include the spinoff.
PPL is not aware of any such plan or scries of transactions that include the spinoff.

PPL may not be successful in realizing the full amount of annual savings anticipated to be available as a
result of the proposed spinoff of PPL Energy Supply.

In connection with the spinoff of PPL Energy Supply, and following any required transition services period, PPL is targeting
to reduce its annual corporate support costs by an estimated $185 million. This includes $110 million of corporate support
costs to be transferred to Talen Energy and $75 million of corporate support costs to be eliminated as a result of workforce
reductions and other corporate cost savings. If for any reason PPL cannot realize all or a significant portion of the $75
million corporate cost savings it could have an adverse effect on PPL's results of operations, including PPL's ability to
maintain or increase its dividend to shareowners.

PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky
Utilities Company

There have been no material changes in risk factors from those disclosed in "Item lA. Risk Factors" of the 2013 Form lO-K.

Item 4. Mine Safety Disclosures

Not applicable.
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The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits
has heretofore been filed with the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits
indicated by a |_j are filed or listed pursuant to Item 601{b)(10)(iii) of Regulation S-K.

♦4(a) - Second Supplemental Indenture, dated as of October 30, 2014, between PPL WEM Holdings pic. The
Bank of New York Mellon, as Trustee, and Western Power Distribution Limited

♦4(b) - Third Supplemental Indenture, dated as of October 31, 2014, among PPL WW Holdings Limited
(formerly known as Western Power Distribution Holdings Limited), Western Power Distribution
Limited and Deutsche Bank Trust Company Americas (formerly known as Bankers Trust Company), as
Trustee under the Indenture

♦4(c) - Transfer Deed, dated as of October 31, 2014, between PPL WW Holdings Limited, Western Power
Distribution Limited and Mizuho Bank, Ltd., as Facility Agent

♦10(a) - $65,(XX),(X)0 Revolving Credit Agreement, dated as of August 20, 2014, among PPL Capital Funding,
Inc., as the Borrower, PPL Corporation, as the Guarantor, the Lenders from time to time party thereto
and Canadian Imperial Bank of Commerce, New York Branch, as Administrative Agent and Issuing
Lender

♦ 10(b) - Notice of Automatic Extension, dated as of September 29, 2014, pursuant to Section 4.03 of the
$300,000,0(X) Amended and Restated Credit Agreement dated as of July 28, 2014 among PPL Electric
Utilities Corporation, the lending institutions party thereto from time to time and Wells Fargo Bank,
National Association, as Administrative Agent

10(c) - $198,309,583.05 Letter of Credit Agreement dated as of October 1, 2014 among Kentucky Utilities
Company, as the Borrower, the Lenders from time to time party hereto and The Bank of Tokyo-
Mitsubishi UFJ, Ltd., New York Branch, as Administrative Agent (Exhibit 10.1 to Kentucky Utilities
Company Form 8-K Report (File No. 1-3464) dated October 2, 2014)

♦ 12(a) - PPL Corporation and Subsidiaries Compulation 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 Compulation of Ratio of Earnings to Fixed Charges
♦ 12(e) - Louisville Gas and Electric Company Computation of Ratio of Earnings to Fixed Charges
♦12(0 - Kentucky Utilities Company Computation of Ratio of Earnings to Fixed Charges

Certifications pursuant to Section 302 of the Sarbanes-Oxlev Act of 2002. for the quarterly period ended September 30.
2014. 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) - 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(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-Oxlev Act of 2002. for the quarterly period ended September 30.
2014. furnished bv the following officers for the following companies:

♦32(a) - PPL Corporation's principal executive officer and principal financial officer
♦32(b) - 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(d) - 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(0 - Kentucky UtilitiesCompany's principal executive officer and principal financial officer
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101.INS - XBRL Instance Document for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities
Corporation, LC&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company

10!.SCH - XBRL Taxonomy Extension Schema for PPL Corporation, PPL Energy Supply, LLC, PPL Electric
Utilities Coiporation, 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

101.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

101.LAB - XBRLTaxonomy 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

Pursuani 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)

Date: November 7, 2014

Date: November 7, 2014

Dale: November 7, 2014
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PPL Energy Supply, LLC

(Registrant)

/s/ Stephen K. Breininger
Stephen K. Breininger

Controller

(Principal Accounting Officer)

PPL Electric Utilities Corporation

(Registrant)

/s/ Dennis A. Urban, Jr.

Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal
Accounting Officer)

LG&Eand KU Energy LLC

(Registrant)

Louisville Gas and Electric Company

(Registrant)

Kentucky Utilities Company

(Registrant)

/s/ 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)

9 Months

Ended

Sep. 30, Years Ended December 31,
2014 2013(a) 2012(a) 2011(a) 2010(a) 2009(a)

Earnings, as defined:
Income from Continuing Operations Before
Income Taxes (b) $ 1,552 $ 1,260 $ 2,009 $ 2,050 $ 1,218 $ 474

Adjustment to reflect earnings from equity method
investments on a cash basis (c) 34 1 7 I_

1,552 1,260 2,043 2,051 1,225 475

Total fixed charges as below 821 1,096 1,065 1,022 698 513
Less:

Capitalized interest 25 47 53 51 30 43
Preferred security distributions of subsidiaries
on a pre-tax basis 5 23 21 24

Interest expense and fixed charges related to
discontinued operations 6 [2 |0 3 3J 2^

Total fixed charges included in Income from
Continuing Operations Before Income Taxes 790 1,037 997 945 616 424

Total earnings $ 2,342 $ 2,297 $ 3,040 $ 2,996 $ 1,841 $ 899

Fixed charges, as defined:
Interest charges (d) $ 810 $ 1,058 $ 1,019 $ 955 $ 637 $ 446
Estimated interest component of operating rentals 11 38 41 44 39 42
Preferred security distributions of subsidiaries
on a pre-tax basis 5 23 21 24

Fixed charges of majority-owned share of 50% or
less-owned persons 1 1_

Total fixed charges (e) $ 821 $ 1,096 $ 1.065 $ 1,022 $ 698 $ 513

Ratio ofearnings to fixed charges 2.9 2.1 2.9 2^9 2.6 1^^
Ratio of earnings to combined fixed charges and
preferred stock dividends (0 2^9 2A 2^9 2^9 2^6 l_^

(a)

(b)

(c)
(d)

(e)

(0

Years2009 ihrough201.1 have been adjusted lo reflecl ihe reclassificalion of certain PPL Montanahydroelectric generating facilities and related
assets as Di.scontinucd Operations. Sec Note 8 to the Financial Statements for additional information.
To facilitate the sale of the hydroelectric generating facilities referred to in (a) above, in December 2013. PPL Montana terminated a lease
agreement which resulted in a S697 million charge. SeeNote8 to the RnancialStatements in PPL's 2013 Form lO-K for additional information.
Includes olher-lhan-temporary impainnent loss of S2.S million in 2012.
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.
PPL. the parent holdingcompany,does not have any preferredstock outstanding;therefore, the ratio of earnings to combined fixedchargesand
preferred stock dividends is the same .as the ratio of earnings to fixed charges.

ppll0q_9-l4 Final as RIed.docx Confidential 150



DRAFT

O

Q

o

PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(Millions ofDollars)

Exhibit 12(b)

9 Months

Ended

Sep. 30, Years Ended December 31,

2014 2013(a) 2012(a) 2011(a) 2010(a) 2009(a)

Earnings, as defined:

Income (Loss) from Conlinuing Operaiions Before

Income Taxes (d) $

Adjuslments to reflect earnings from equity method

investments on a cash basis

54 $ (420) $ 665 $ 1,061 $

1

860 $

7

(77)

1

54 (420) 665 1,062 867 (76)

Total fixed charges as below 121 226 238 259 426 364

Less:

Capitalized interest 16 36 47 47 33 44

Interest expense and fixed charges related to

discontinued operations 6 12 10 3 166 109

Total fixed charges included in Income (Loss) from

Continuing Operations Before Income Taxes 99 178 181 209 227 211

Total earnings $ 153 $ (242) $ 846 $ 1,271 $ 1,094 S 135

Fixed charges, as defined;

Interest charges (b) $ 118 $ 207 $ 214 $ 223 $ 387 $ 32!

Estimated interest component of operating rentals 3 19 24 36 38 42

Fixed charges of majority-owned share of 50% or

less-owned persons 1 1

Total fixed charges (c) $ 121 $ 226

(I.I)

$ 238

3.6

$ 259 $ 426 $ 364

Ratio of earnings to fixed charges (d) 1.3 4.9 2.6 0.4

(a) Years 2009 (hrough 2013 have been adjusted to reflect the reclassincation of certain PPL Montana hydroelectric generating facilities and related
assets as Discontinued Operations. 5vee Note 8 to the Financial Statements for additional information.

(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) To facilitate the sale of the hydroelectric generating facilities referred to in (a) above, in December 2013. PPL Montana terminated a lease

agreement which resulted in a S697 million charge. Sec Note 8 to the Financial Statements in PPL Energy Supply's 2013 Form lO-K for additional
information. As a result of the lease termination and the rcclassification referred to in (a) above, earnings for 2013 were tower, which resulted in
less than one-to-one coverage. The adjusted amount of the deficiency, or the amount of fixed charges in excess of earnings, was S468 million.

As a result of PPL Energy Supply's 2011 distribution of its interest in PPL Global to PPL Energy Funding and related reclajtsificationof PPL
Global's operating results as Discontinued Operations and the rcclassification referred to in (a) above, earnings for 2009 were lower, which resulted
in less than one-to-one coverage. The adjusted amount of the deficiency, or the amount of fixed charges in e.xcess of earnings, was S229 million.
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

(Millions of Dollars)

9 Months

Ended

Sep. 30, Years Ended December31,
2014 2013 2012 2011 2010 2009

Earnings, as defined:
Income Before Income Taxes $ 315 $ 317 $ 204 $ 257 $ 192 $ 221

Total fixed charges as below 96 117 107 105 102 121

Total earnings $ 411 $ 434 $ 311 $ 362 $ 294 $ 342

Fixed charges, as defined:
Interest charges (a) $ 93 $ 113 $ 104 $ 102 $ 101 $ 120
Estimated interest component of operating rentals 3 4 3 3 I l_

Total fixed charges (b) $ 96 $ 117 $ 107 $ 105 $ 102 $ 121

Ratio of earnings to fixed charges 4.3 3.7 2.9 T4 2^9 2.8

Preferred slock dividend requirements on a pre-tax
basis $ 6 $ 21 $ 23 $ 28

Fixed charges, as above $ 9^ $ 117 [07 [05 [02 121
Total fixed charges and preferred stock dividends $ 9^ $ 117 $ 113 $ 126 $ 125 $ 149

Ratio of earnings to combined fixed charges and
preferred slock dividends O T7 Z8 2^9 2^4 2.3

(a) Includes interest on long-lcmt and short-lcim debt, as well as amortization of debt discount, e.xpense and piemium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millians ofDollars)

Siircpssnr

Exhibit 12(d)

Earnings, as defined:
Income from Continuing Operations
Before Income Taxes

Adjustment to reflect earnings from
equity method investments on a cash
basis (c)

Loss on impairment of goodwill
Mark to market impact of derivative
instruments

Total fixed charges as below

Total earnings

Fixed charges, as defined:
Interest charges (d) (e)
Estimated interest component of
operating rentals

Estimated discontinued operations
interest component of rental expense

Total fixed charges

Ratio of earnings to fixed charges

9 Months

Ended

Sep. 30,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10 Months

Ended

Oct. 31,
2010

Year

Ended

Dec. 31,
2009

$ 436 $ 551 $ 331 $ 419 $ 70 $ 300 $ (1,235)

33 (1)

2

(4)

(20)

11

1,493

(19)
436 551 364 418 72 276 250

129 151 157 153 25 158 186

$ 565 $ 702 $ 521 E 571 $ 97 $ 434 $ 436

$ 125 $ 145 $ 151 E 147 $ 24 $ 153 S 176

4 6 6 6 I 5 5

5

$ 129 $ 151 $ 157 E 153 $ 25 $ 158 $ 186

4.4 4.6 3.3 3.7 3.9 2.7 2.3

(a) Post-acquisition activity covering the linic period after October 31. 2010.
(b) Prc-acquisilion activity covering the tiinc period prior to November 1. 2010.
(c) lnclude.s oiher-ihan-tcmporary impainncnt loss ofS2.S million in 2012.
(d) includes interest on iong-icrm and short-term debt,as well as amorti/aiion of debtdiscount, expen.se and premium - net.
(c) Includes a credit for amoni/iiiion of a fair market valueadjustmentof S7 millionin 2013.
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LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(MillioiL'! of Dollars)

Successor (a)

Exhibit 12(e)

Predecessor (b)
9 Months

Ended

Sep. 30,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10 Months

Ended

Oct. 31,
2010

Year

Ended

Dec. 31,
2009

Earnings, as dcfineti:
Income Before Income Taxes

Mark to market impact of derivative
instruments

$ 211 $ 257 $ 192 $ 195 $ 29

1

$ 167

(20)

$ 142

(20)
211 257 192 195 30 147 122

Total llxcd charges as below 39 36 44 46 8 40 46

Total earnings $ 250 $ 293 $ 236 $ 241 $ 38 $ 187 $ 168

Fixed charges, as defined:
Interest charges (c) (d)
Estimated interest component of
operating rentals

$ 37

2

$ 34

2

$ 42

2

$ 44

2

$ 8 $ 38

2

$ 44

2

Total fixed charges $ 39 $ 36 S 44 $ 46 S 8 $ 40 $ 46

Ratio of earnings fixed charges 6.4 8.1 5.4 5.2 4.8 4.7 3.7

(a) Posl-acquisition activiiy covering the linic period afier October 31. 2010.
(b) Pre-acqui,";iiion activiiy covering the tiiiK period prior to November I. 2010.
(c) Includes inteivsi on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(d) Includes a credit for amortization of a fair market value adjustment of S7 million in 20)3.

pp!IOq_9-I4 Final as Filed.docx Confidential 154



DRAFT

O

o

O

KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(MiUions of Dollars)

Successor (a)

Exhibit 12(0

Earnings, as defined:
Income Before Income Taxes

Adjustment to reflect earnings from
equity method investments on a cash
basis (c)

Mark to market impact of derivative
instruments

Total fixed charges as below

Total earnings

Fixed charges, as defined:
Interest charges (d)
Estimated interest component of
operating rentals

Total fixed charges

Ratio of earnings to fixed charges

Predecessor (b)
9 Months Year Year Year 2 Months 10 Months Year

Ended Ended Ended Ended Ended Ended Ended

Sep. 30, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Oct. 31, Dec. 31,
2014 2013 2012 2011 2010 2010 2009

$ 279 $ 360 $ 215 $ 282 $ 55 $ 218 $ 200

33 (1) (4) 11

1

279 360 248 281 55 214 212

61 73 72 73 11 71 79

$ 340 $ 433 $ 320 $ 354 $ 66 $ 285 $ 291

$ 58 $ 70 S 69 $ 70 S 10 $ 69 $ 76

3 3 3 3 1 2 3

$ 61 $ 73 S 72 $ 73 $ 1 1 $ 71 $ 79

5.6 5.9 4.4 4.8 6.0 4.0 3.7

(a) Posl-acquisilion aciiviiy covering (he lime period after Ociobcr 31. 2010.
(b) Prc-acquisition aciiviiy covering the lime period prior lo November 1. 2010.
(c) includes oiher-ihan-icmporary impairmeni loss ofS25 million in 2012.
(d) Includes inicrcsi on long-term and shon-ierm debt, as well as amortizaiion of debt discount, expense and premium - net.
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Exhibit 31(a)

CERTIFICATION

I, WILLIAM H. SPENCE, certify that;

1. I have reviewed this quarterly report on Form lO-Q of PPL Corporation (the "registrant");

2.

3.

4.

Based on my knowledge, this report does not contain any untrue sialcmcnl 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;

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 operationsand cash flows of the registrant as of, and for, the
periods presented in this report;

The registrant's othercertifying officer and I are responsible for establishing and maintaining disclosure controlsand
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(0 and 15d-15(0) for (he registrant and have:

a. Designed such disclosure controlsand procedures, or caused such disclosure controlsand 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 thoseentities, 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 anychange 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 arc reasonably likely to adversely affect the registrant's ability to record, process, summari/x 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 7, 2014

ppll0q_9-14 Rnal as Filed.dcx:* Confidential

/s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer

(Principal Executive Officer)
PPL Corporation
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Exhibit 31(b)

CERTIFICATION

I, VINCENT SORGI, certify ihai:

1. I have reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

2.

3.

4.

5.

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;

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;

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 overfinancial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) for the registrant and have:

a.

c.

d.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to bedesigned
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;

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 thereliability of financial reporting and
thepreparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

Evaluated theeffectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about theeffectiveness of thedisclosure controls and procedures, as of theend of the period covered by
this report based on such evaluation; and

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 theaudit 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 arc 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 7, 2014 /s/ Vincent Sorgi

ppltOq_9-t4 Rnal as Rled.docx Confidential

Vincent Sorgi
Senior Vice President and Chief Financial Officer

(Principal Financial Officer)
PPL Corporation
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Exhibil 31(c)

CERTIFICATION

I, PAUL A. FARR, certify that:

1. I have reviewed this quarterly report on Form 10-Qof 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 maintainingdisclosure 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(0 and I5d-I5(0) for the registrant and have:

a. Designed suchdisclosure controlsand procedures, or caused suchdisclosure controlsand procedures to be
designed underour 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;

o

O

o

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: November 7, 2014 /s/ Paul A. Farr

Paul A. Farr

President

(Principal Executive Officer)
PPL Energy Supply, LLC
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Exhibit 31(d)

CERTIFICATION

I, VINCENT SORGI, certify that:

1. I have reviewed this quarterly report on Form 10-Q of PPL Energy Supply, LLC (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report:

4. The registrant's other certifying officer and I arc 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(0 and 15d-15(0) 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 ! 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 arc 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 7, 2014

ppli0q_9-l4 Final as Rled.doc.x Confidential

/s/ Vincent Sorgi
Vincent Sorgi
Senior Vice President

(Principal Financial Officer)
PPL Energy Supply, LLC
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Exhibit 31(e)

CERTIFICATION

o I, GREGORY N. DUDKIN, certify that:
1. 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 1 arc responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(c) and 15d-15(c)) and internal control over financial reporting
(as defined in Exchange Act Rules I3a-15(0 and I5d-I5(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

o

o

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 7, 2014

ppi I0q_9-I4 Final a.<: RIed.docx Confidential

/s/ Gregory N. Dudkin
Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(0

CERTIFICATION

1, DENNIS A. URBAN, JR., certify that;

1. 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 stale 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(c) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules I3a-I5(0 and I5d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: November 7, 2014

ppll0q_9-14 Final as Filed.docx Confidential

/s/ Dennis A. Urban, Jr.

Dennis A. Urban, Jr.

Controller

(Principal Financial Officer and Principal Accounting
Officer)
PPL Electric Utilities Corporation
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Exhibit 31(g)

CERTIFICATION

o 1, VICTOR A. STAFRERI, certify that:
1. I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "regisirani");

2. Based on my knowledge, this report docs 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 arc responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(c) and 15d-15(c)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and I5d-15(0) 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 1 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):

o

o

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which arc 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 7, 2014

ppllOq_9-14 Final as Filed.docx Confidential

/s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)
LG&E and KU Energy LLC
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Exhibit 31(h)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1. 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 1 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(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions);

o

o

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 7, 2014

ppll0q_9-l4 Final as Filed.docx Confidential

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)
LC&E and KU Energy LLC
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Exhibit 3l(i)

CERTIFICATION

I, VICTOR A. STAFHERI, certify that:

1. 1have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2. Based on my knowledge, this report docs 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 Hows 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(c))and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and I5d-15(0) 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 ! 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 7, 2014
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/s/ Victor A. Stafficri

Victor 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

o I, KENT W. BLAKE, certify that;
1. 1have 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 stale 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 1arc responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(c)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) 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'sother 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):

o

o

a.

b.

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

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 7, 2014 /s/ Kent W. Blake
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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

o I, VICTOR A. STAFFIERI, certify that:
1. I have reviewed this quarterly report on Form 10-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 stale 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 arc 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(0 and I5d-I5(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

o

o

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 7, 2014
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/s/ 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

1, KENT W. BLAKE, certify that:

1. 1have reviewed this quarterly report on Form 10-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 financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of (he registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and I arc 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(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: November 7, 2014
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/s/ 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 10-Q FOR THE QUARTER ENDED SEPTEMBER 30. 2014

In connection with the quarterly report on Form lO-Q of PPL Corporation (the "Company") for the quarter ended
September 30, 2014, as filed with the Securities and Exchange Commission on the dale hereof (the "Covered Report"), we,
William H. Spence, the Principal Executive Officer of the Company, and Vincent Sorgi, the Principal Financial Officer of the
Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbancs-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 7, 2014 /s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

/s/ Vincent Sorgi
Vincent Sorgi
Senior 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 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 ENERGY SUPPLY. LLC'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2014

In connection with the quarterly report on Form 10-Q of PPL Energy Supply, LLC (the "Company") for the quarter
ended September 30, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"),
we, Paul A. Farr, the Principal Executive Officer of the Company, and Vincent Sorgi, 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: November 7, 2014 /s/ Paul A. Farr

Paul A. Farr

President

(Principal Executive Officer)
PPL Energy Supply, LLC

/s/ Vincent Sorgi
Vincent Sorgi
Senior 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 THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED

SEPTEMBER 30. 2014

Inconnection with thequarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the
quarter ended September 30, 2014, as Tiled with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Gregory N. Dudkin, the Principal Executive Officer of theCompany, and Dennis A. Urban, Jr., the Principal
Financial Officer and Principal Accounting Officer of theCompany, pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxlcy 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 informationcontained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: November 7, 2014 /s/ Gregory N. Dudkin
Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation

/s/ Dennis A. Urban, Jr.

Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal 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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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 SEPTEMBER 30, 2014

In connection with the quarterly report on Form 10-Qof LG&E and KU Energy LLC (the "Company") for the
quarterended September 30, 2014, as filed with the Securities and Exchange Commission on the date hereof(the "Covered
Report"), we, Victor A. Slaffieri, the Principal Executive Officerof 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-Oxiey 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 informationcontained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Dale: November?, 2014 /s/ Victor A. Staffieri
Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ 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 Section906 has been provided to theCompany and will be
retained by the Company and furnished to the Securitie.s 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 LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED

SEPTEMBER 30, 2014

In connection with the quarterly report on Form 10-Qof Louisville Gas and Electric Company (the "Company") for
the quarter ended September 30, 2014, 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 informationcontained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: November 7. 2014 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief E.xecutive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

/s/ 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 Comtiiission or its staff upon request.
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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 SEPTEMBER 30. 2014

In connection with the quarterly report on Form lO-Q of Kentucky Utilities Company (the "Company") for the
quarter ended September 30, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Victor A. Siafficri, 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 financial
condition and results of operations of the Company.

Date: November 7, 2014 /s/ Victor A. Staffieri
Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

/s/ Kent W. Blake

KentW. 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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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM10-K

|X] ANNUAL REPORT PURSUANTTO SECTION I30R i5(d) OF THE SECURITIES EXCHANGE ACT OF 1934
for the fiscal year ended December 31, 2014

OR

[ ] TRANSITION REPORT PURSUANTTO SECTION I30R i5(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for ihe iransition period from lo

Commission File

Number

I-II459

1-32944

1-905

333-i 73665

1-2893

1-3464

Registrant; State of Incorporation;
Address and Telephone Number

PPL Corporation
(Exact name of Registrant as specified in its charier)
(Pennsylvania)
Two North Ninth Street

Allenlown, PA 18101-1179

(610)774-5151

PPL Energy Supply, LLC
(Exact name of Registrant as specified in its charter)
(Delaware)
Two North Ninth Street

Allentown, PA I8I0I-II79
(610) 774-5151

PPL Electric Utilities Corporation
(Exact name of Registrant as speciHed in its charter)
(Pennsylvania)
Two North Ninth Street

Allentown, PA 18101 -1 179
(610) 774-5151

LG&E and KU Energy LLC
(Exact name of Registrant as specified in its charier)
(Kentucky)
220 West Main Street

Louisville, Kentucky 40202-1377
(502) 627-2000

Louisville Gas and Electric Company
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street

Louisville, Kentucky 40202-1377
(502) 627-2000

Kentucky Utilities Company
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, Kentucky 40507-1462
(502) 627-2000

ppll0-k20l4 Final As Filcd.docx Conridcntial

IRS Employer
Identification No.

23-2758192

23-3074920

23-0959590

20-0523163

61-0264150

61-0247570
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Sccuriiies regisiered pursuant to Section 12(b)of the Act:

Title of each class

Common Stock of PPL Corporation

Junior Subordinated Notes of PPLCapital Funding, Inc.
2007 Series A due 2067

2013 Scries B due 2073

Name of each exchange on which registered

New York Slock Exchange

New York Stock Exchange
New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Common Stock of PPL Electric Utilities Corporation

Indicate bycheck mark whether the registrants are well-known seasoned issuers, as defmed in Rule 405 of theSecurities 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

YesX
Yes
Yes
Yes_
Yes_
Yes

No
NoX
NoX
No_X
No_^
No X

Indicate by check mark if the rcgi.strants are not required to file reports pursuant to Section 13 orSection 15(d) of the Act.

No X
No X

No X

No X

No X

No X

Indicate by check mark whether the registrants (I) have filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of1934 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 90days.

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, ifany,
every Interactive Data File required to besubmitted and posted pursuant to Rule 405 of Regulation S-T(§232.405 of this
chapter) during the preceding 12 months (or for such shorter period that the registrants were required tosubmit and post such
files).

PPL Corporation Yes
PPL Energy Supply, LLC Yes
PPL Electric Utilities Corporation Yes
LG&E and KU Energy LLC Yes
Louisville Gas and Electric Company Yes
Kentucky Utilities Company Yes

Yes X No
Yes X No

Yes X No

Yes X No
Yes X No

Yes X No

PPL Corporation Yes X No
PPL Energy Supply, LLC Yes X No
PPL Electric Utilities Corporation Yes X No
LG&E and KU Energy LLC Yes. X No
Louisville Gas and Electric Company Yes X No
Kentucky Utilities Company Yes' X No
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Indicate by check mark ifdisclosure ofdelinquent filers pursuant to Item 405 ofRegulation S-K is not contained herein, and
will not be contained, to the best ofregistrants' knowledge, in definitive proxy or information statements incorporated by
reference in Part III of this Form lO-K or any amendment to this Form lO-K.

PPL Corporation f X ]
PPL Energy Supply, LLC ( X ]
PPL Electric UtilitiesCorporation [ X ]
LG&E and KU Energy LLC [ X i
Louisville Gas and Electric Company f X J
Kentucky UtilitiesCompany [ X 1

Indicate by check mark whether the registrants arc large accelerated filers, accelerated filers, non-accelerated filers, or a
smaller reporting company. Sec definition of"large accelerated filer," "accelerated filer" and "smaller reporting company" in
Rule l2b-2 of the Exchange Act. (Check one):

Large accelerated Accelerated Non-accelerated Smaller reporting
lilcr filer filer company

[ ]
[X]
[X]
[X]
[X]
[X]

PPL Corporation f X
PPL Energy Supply, LLC [ j
PPL Electric Utilities Corporation [ )
LG&E and KU Energy LLC [ )
Louisville Gas and Electric Company | J
Kentucky Utilities Company j j

Indicate bycheck mark whether the registrants arc shell companies (as defined in Rule 12b-2 of the Act).

PPLCorporation Yes No X
PPL Energy Supply, LLC Yes No X
PPL Electric Utilities Corporation Yes No X
LG&E and KU Energy LLC Yes No X
Louisville Gas and Electric Company Yes No X
Kentucky Utilities Company Yes No X

As ofJune 30, 2014, PPL Corporation had 664,018,408 shares of its $0.01 par value Common Stock outstanding. The
aggregate market value of thesecommon shares (based upon the closing price of theseshares on the New York Slock
Exchange on that date) held by non-affiliates was $23,592,574,036. As ofJanuary 30, 2015, PPL Corporation had
666,968,138 sharesof Its $0.01 par value Common Stock outstanding.

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

Asof January 30, 2015, PPL Corporation held all 66,368,056 outstanding common shares, no parvalue, of PPL Electric
Utilities Corporation.

PPL Corporation directly holds all of the membership interests in LG&E and KU Energy LLC.

As of January 30, 2015, LG&E and KU Energy LLC held all 21,294,223 outstanding common shares, no parvalue, of
Louisville Gas and Electric Company.

As ofJanuary 30. 2015, LG&E and KU Energy LLC held all 37,817,878 outstanding common shares, no parvalue, of
Kentucky Utilities Company.

PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and
Electric Company and Kentucky Utilities Company meet the conditions set forth in General Instructions (I)(l)(a) and
(b) of Form 10-K and are therefore filing this form with the reduced disclosure format.

Documents incorporated by reference:

PPL Corporation has incorporated herein by reference certain sections of PPL Corporation's 2015 Notice of Annual Meeting
and Proxy Statement, which will be filed with the Securities and Exchange Commission not later than 120 days after
December 31, 2014. Such Statements will provide the information required by Part 111 of this Report.

ppl10-k20!4 Rnal As Filed.docx Confideniial



o

o

PPL CORPORATION

PPL ENERGY SUPPLY, LLC
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This combined Form lO-K is separately filed bythe following Registrants in their individual capacity: PPL Corporation, PPL
Energy Supply, LLC, PPLElectric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company
and Kentucky Utilities Company. Information contained herein relating toany individual Registrant is filed bysuch Registrant
solely on its own behalf and no Registrant makes any representation as to information relating toanyother Registrant, except
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its subsidiaries

KU- Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission,
distribution and sale of electricity, primarily in Kentucky.

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.

LKE• LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.

LKS- LG&E and KU ServicesCompany, a subsidiary of LKE that provides services to LKEand its subsidiaries.

PPL - PPL Corporation, the parent holding company of PPL Electric, PPL Energy Funding, PPL Capital 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 financing subsidiary of PPL that provides financing 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 engaged in the regulated transmission
and distribution of electricity in its Pennsylvania service area and that provides electricity supply to its 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 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 theparent company of PPL
Generation, PPL EnergyPlus and other subsidiaries.

PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that, beginning in 2015, provides supportservices
and corporate functions such as financial, supply chain, human resources and information technology services primarily to
PPL Electric and its affiliates.

PPL Generation - PPL Generation, LLC, a subsidiary of PPLEnergy 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 through its subsidiaries, owns and
operates WPD, PPL's regulated electricity distribution businesses in the U.K.

PPL Holtwood- PPL Holtwood, LLC, a subsidiary of PPL Generation that owns hydroelectric generating operations in
Pennsylvania.

PPL Ironwood - PPL Ironwood LLC, an indirect subsidiary of PPLGeneration 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 Momour, LLC, a subsidiary of PPL Generation that owns generating operations in Pennsylvania.

PPL Services - PPL Services Corporation, a subsidiary of PPL that provides services to PPL and its subsidiaries.
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PPL Susquehanna • PPL Susquchanna, LLC, a subsidiary ofPPL Gcncraiion ihai owns a nuclcar-powcrcd generating
station.

PPL WEM- PPLWEM Holdings Limited, an indirect U.K. subsidiary of PPL Global.

PPL WPD Ltd • an indirect U.K. subsidiary of PPL Global. PPL WPD Ltd holds a liability for a closed defined benefit
pension plan and a receivable with WPD Ltd.

PPL WW - PPL WW Holdings Limited, an indirect U.K. subsidiary of PPL Global.

Registrant(s) • refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the
"Registrants").

Subsidiary Registrant(s) - Registrants that are direct or indirect wholly owned subsidiaries ofPPL: PPL Energy Supply,
PPL Electric, LKE, LG&E and KU.

WPD - refers to WPD Ltd and its subsidiaries together with a sister company PPL WPD Ltd.

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

WPD Lfd- Western Power Distribution Limited, an indirect U.K. subsidiary of PPL Global, its principal indirectly owned
subsidiaries are WPD(East Midlands), WPD (South Wales), WPD (South West) and WPD (West Midlands).

WPD Midlands - refers to WPD (East Midlands) and WPD (West Midlands), collectively.

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

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

WPD (West Midlands) • Western Power Distribution (West Midlands) pic, a British regional electricity distribution utility
company.

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

Other terms and abbreviations

£ - British pound sterling.

2001 Mortgage Indenture - PPL Eleciric's Indenture, dated as of August 1, 2001, to The Bankof New YorkMellon(as
successor to JPMorgan Chase Bank), as trustee, as supplemented.

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 $1,000principal amount of PPLCapital Funding 4.625%Junior Subordinated
Notes due 2018.

2010 Purchases Contract(s) • a contract that is a component of a 2010 Equity Unit requiring holders to purchase shares
of PPL common stock on or prior to July 1, 2013.

•

2011 Equity Unit(s) - a PPLequity unit, issued in April 2011, consisting of a 2011 Purchase Contract and, initially, a 5.0%
undivided beneficial ownership interest in Si ,000 principal amount of PPLCapital Funding 4.32% Junior Subordinated
Notes due 2019.
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2011 Purchase Contract(s) - a coniraci thai isa component of a 2011 Equity Unit requiring holders to purchase shares of
PPL common stock on or prior to May 1, 2014.

401(h) account • Asub-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 testyear in base rate proceedings and,
subject to certain conditions, a DSIC.

Act 129- Act 129 of 2008 that became effective in October 2008. The law amends the Pennsylvania Public Utility Code
and creates anenergy efficiency and conservation program and smart metering technology requirements, adopts new PLR
electricity supply procurement rules, provides remedies for market misconduct and changes to the AEPS.

AEPS- Alternative Energy Portfolio Standard.

AFUDC - Allowance for Funds Used During Construction, thecost of equity and debt funds used to finance 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 thecontext ofderivativcs and commodity trading, thecommodity price differential between two
locations, products or time periods.

Bcf' billion cubic feet.

Cane Run Unit 7 - a natural gas combined-cycle unit under construction in Kentucky, jointly owned by LG&E and KU,
which is expected to provide additional electric generating capacity of 640 MW (141 MW and 499 MW to LG&E and KU) in
2015.

OCR - Coal Combustion Residuals. CCRs include fly ash, bottom ash and sulfurdioxide scrubber wastes.

Clean Air Act • federal legislation enacted toaddress certain environmental issues related toairemissions, including acid
rain, ozone and toxic air emissions.

COBRA • Consolidated Omnibus Budget Reconciliation Act, which provides individuals theoption to temporarily continue
employer group health insurance coverage after termination of employment.

COLA- license application for a combined construction permit andoperating 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 thepublic or theconstruction of certain plant, equipment, property or
facility for furnishing of utility service to the public.

CSAPR - Cross-State Air Pollution Rule.

Customer Choice Act • the Pennsylvania Electricity Generation Customer Choice andCompetition Act, legislation
enacted to restructure the slate'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.

ppll0-k20i4 l-1nai As Filed.docx Confideniial iii



o

o

o

DNO- Distribution Network Operator in the U.K.

Dodd-Frank Act - the Dodd-Frank Wall Street Reform andConsumer Protection Act that was signed into law in July 2010.

DOE - Department of Energy.

DOJ • Department of Justice.

DPCR4 • Distribution PriceControl Review 4, the U.K. five-year rale review period applicable to WPD thatcommenced
April 1, 2005.

DPCR5 - Distribution PriceControl Review 5, the U.K. five-year rate review period applicable to WPD thatcommenced
April 1, 2010.

DRIP- Dividend Reinvestment and Direct Stock Purchase Plan.

DSIC- the Distribution System Improvement Charge authorized under Act 11, which is an alternative ratemaking
mechanism providing more-timely cost recovery of qualifying distribution system capital expenditures.

DSM - Demand Side Management. Pursuant to Kentucky Revised Statute278.285, the KPSC may determine the
reasonableness of DSM plans proposed by any utility under its jurisdiction. Proposed DSM mechanisms may seek full
recovery of costs and revenues lost by implementing DSM programs and/or incentivesdesigned 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.

DUoS - Distribution Useof 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 PPL's U.S. qualified retirement plans, which is charged with
the fiduciary responsibility to oversee and manage those plans and the investments associated with those plans.

ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, 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 that apply to coal combustion wastes and by-products from the production of energy from coal.

EEI- Electric Energy, Inc., owns and operates a coal-fired plant and a natural gas facility in southern Illinois. KU's 20%
ownership interest in EEI is accounted for as an equity method investment.

E.ON AG - a German corporation and the parent of E.ON UK pic, and the indirect parent of E.ON 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.

ERCOT - the Electric Reliability Council of Texas, operator of the electricity transmission network and electricity energy
market in most of Texas.

ESOP- Employee Stock Ownership Plan.

EWG - exempt wholesale generator.

E.W. Brown - a generating station in Kentucky with capacity of 1,594 MW.

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

FTRs • financial transmission rights, which arc financial instruments established to manage price risk related to electricity
transmission congestion that 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 between two pricing locations, known as source and
sink.

GAAP- Generally Accepted Accounting Principles in the U.S.

GBP - British pound sterling.

GHG - greenhouse gas(cs).

Gi-T- Gas Line Tracker. The KPSC approved LG&E's recovery ofcosts associated with gas service lines, gas risers, leak
mitigation, andgas main replacements. Rate recovery became effective January I, 2013.

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

Holdco•Talen Energy Holdings, Inc., a Delaware Corporation, which was formed for the purposes of the spinoff
transaction.

IBEW- International Brotherhood of Electrical Workers.

ICP- Incentive Compensation Plan.

ICPKE- Incentive Compensation Plan for Key Employees.

If^Converted Method - A method applied tocalculate diluted EPS for a company with outstanding convertible debt. The
method is applied as follows: Interest charges (after-tax) applicable to the convertible debt arc added back to net income and
the convertible debt isa.ssumcd to have been converted toequity at the beginning of the period, and the resulting common
shares are treated as outstanding shares. Both adjustments are made only for purposes of calculating diluted EPS. This
method was applied in 2013 and 2014 to PPL's Equity Units prior to settlement.

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

Ironwood Acguisition - 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 allof the equity interests of AES
Ironwood, L.L.C. (subsequently renamed PPL Ironwood, LLC) and AES Prescott, L.L.C. (subsequently renamed PPL
Prcscott, LLC), which together own andoperate, a natural gas combined-cycle unit in Lebanon, Pennsylvania.

Ironwood Facility - a natural gas combined-cycle unit in Lebanon, Pennsylvania with a summer rating of 662 MW.

IRS - Internal Revenue Service,a U.S. government agency.

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

KU2010 Mortgage Indenture - KU's Indenture, dated as of October I, 2010, to The Bank of New York Mellon, as
trustee, as supplemented.

kV- Kilovolt.

kVA - kilovolt ampere.

kWh - kilowatt-hour, basic unitof electrical energy.

LCIDA - Lehigh County Industrial Development Authority.
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LG&E 2010 Mortgage Indenture - LG&E's indemurc, dated as ofOctober I,2010, to The Bank ofNew York Mellon, as
trustee, as supplemented.

LIBOR • London Interbank Offered Rale.

LTIIP- Long Term Infrastructure Improvement Plan.

MACRS - Modified Accelerated Cost Recovery System that is used to recover the basis of most business and investment
property placed in service after 1986.

MA TS • Mercury and Air Toxics Standards.

MDEQ - Montana Department of Environmental Quality.

MEIC - Montana Environmental Information Center.

MMBtu - One million British Thermal Units.

Montana Power-Tht Montana Power Company, a Montana-based company that sold its generating assets to PPL
Montana in December 1999. Through a scries of transactions consummated during the first quarter of2002, Montana Power
sold its electricity delivery business to Northwestern.

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

MW- megawatt, one thousand kilowatts.

MWh - megawatt-hour, one thousand kilowatt-hours.

NOT- PPL Susquchanna's nuclear plant decommissioning trust.

NERC- North American Electric Reliability Corporation.

NGCC- Natural gas-fired combined-cycle generating plant.

NOL - Net operating loss.

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

NPNS • the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that
qualify for this exception may receive accrual accounting treatment.

NRC- Nuclear Regulatory Commission, the U.S. federal agency that regulates nuclear power facilities.

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

OCI - other comprehensive income or loss.

Ofgem - Office ofGas 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 oflight and obscure the view ofan object in the
background. There are emission regulations that limit the opacity of power plant stack gas emissions.
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OVEC • Ohio Valley Electric Corporation, located in Pikclon, Ohio, anentity 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 theClifiyCreek plant in Indiana, with
combined summer rating capacities of 2,120 MW.

PADEP- 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 electricity transmission network and electricity 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 within itsdelivery area to retail
customers who have not chosen to select an alternative electricity supplier under the Customer Choice Act.

PP&E- property, plant and equipment.

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

Purchase Contract(s) • refers collectively to the 2010 and 2011 Purchase Contracts, which arccomponents of the 2010
and 2011 Equity Units.

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

RAV- regulatory asset value. This term, used within the U.K. regulatory environment, is alsocommonly known as RAB or
regulatoryasset base. RAV is based on historical investment costs at time of privatization, plus subsequent allowed additions
lessannual regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory
cost of capital. RAV is indexed to Retail Price Index in order to allow for the effects of inflation. Since the beginning of
DPCR5 in April 2010, RAV additions have been based on a percentage of annual total expenditures. Although calculated
differently. RAV is intended to represent expenditures that have a long-term benefit to WPD(similar to capital projects for
the U.S. regulated businesses that arc generally included in rate base).

RCRA - ResourceConservation and Recovery Act of 1976.

RECs - Renewable Energy Credits.

Regional Transmission Expansion Plan - PJM conducts a long-range Regional Transmission Expansion Planning
process that identifies changesand additions to the grid necessary to ensure future needs arc met for both the reliability and
the economic performance of the grid. Under PJM agreements, transmission ownersare obligated to build transmission
projects assigned to them by the PJM Board.

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

RFC- ReliabilityF/nv Corporation, oneof eight regional entities with delegated authority from NERC that work to safeguard
the reliability of the bulk power systems throughout North America.

RII0-ED1 - RIIO represents "Revenues = Incentive + Innovation + Outputs- Electricity Distribution." RIIO-EDI refers to
the initial eight-year rate review period applicable to WPD commencing April 1, 2015.

Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and ultimate parent company of theentities
that own the competitive power generation business to be contributed to Talen Energy other than the competitive power
generation business to be contributed by virtue of the spinoff of a newly formed parent of PPL Energy Supply.
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Power - RJS Gcneraiion Holdings LLC, a Delaware limiied liability company controlled by Riverstone, that owns the
competitive power generation business to be contributed by its owners to Talen Energy other than the competitive power
gcneraiion business to be contributed by virtue ofthe spinoff ofa newly formed parent ofPPL Energy Supply.

RMC - Risk Management Committee.

RTO- Regional Transmission Organization.

S&P• Standard &Poor's Ratings Services, a credit rating agency.

Sarbanes-Oxley •Sarbanes-Oxley Act of2002, which sets requirements for management's assessment ofinternal controls
for financial reporting. It also requires an independent auditor to make its own assessment.

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 primarily responsible to protect investors
and maintain the integrity of the securities markets.

SERC -SERC Reliability Corporation, one ofeight regional entities with delegated authority from NERC that work to
safeguard the reliability of the bulk power systems throughout North America.

SIFMA Index-ihe Securities Industry and Financial Markets Association Municipal Swap Index.

SIP- PPL Corporation's 2012 Slock Incentive Plan.

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 ofthis 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 EncrgyPlus that was terminated effective April 1, 2012.

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

SparkSpread-a measure ofgross margin representing the price ofpower on a per MVVh basis less the equivalent measure
of the natural gas cost to produce that power. This measure is used to describe the gross margin ofPPL and its subsidiaries'
competitive natural gas-fired generating fleet. This term is also used todescribe a derivative contract in which PPL and its
subsidiaries sell powerand buy natural gas on a forward basis in the same contract.

Superfund - federal environmental statute that addresses remediation ofcontaminated sites; states also have similar statutes.

Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and owner
of thecompetitive generation a.ssets of PPL Energy Supply and certain affiliates of Riverstone.

TC2 - Trimble County Unit 2, acoal-fired plant located in Kentucky with a net summer capacity of732 MW. LKE
indirectly owns a75% interest (consists ofLG&E's 14.25% and KU's 60.75% interests) in TC2, or 549 MW ofthe capacity.

Tolling agreement - agreement whereby the owner ofan electricity 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 ol a share ofthe Company's common stock plus the value ofall
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.
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TRA • Tennessee Regulatory Authority, the slate agency that has jurisdiction over the regulation of rates and service of
utilities in Tennessee.

Treasury Stock Method - A method applied tocalculate diluted EPS that assumes any proceeds that could beobtained
upon exercise of options and warrants (and their equivalents) would be used to purchase common stock at the average market
price during the relevant period.

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

VEBA - Voluntary Employee Benefit Association Trust, accounts for health and welfare plans for future benefit payments
for employees, retirees or 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 slate agency that has jurisdiction over the regulation ofVirginia
corporations, including utilities.
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FORWARD-LOOKING INFORMATION

Statemenis contained in this Annual Report concerning expectations, beliefs, plans, objectives, goals, strategies, future events
or performanceand underlying assumptions and other statements that 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
"Item lA. Risk Factors" and in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations" in this Annual Report, the following areamong the itnportant 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 useandoperating costs;
operation, availability and operating costs of existinggeneration facilities;
the duration ofand cost, including lost revenue, associated with scheduled and unscheduled outages atour 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 ofclimate change;
collective labor bargaining negotiations;
the outcome of litigation against the Registrants and their subsidiaries;
potential effects of threatened or actual terrorism, war or otherhostilities, cyber-based intrusions or natural disasters;
the commitments and liabilities of the Registrants and their subsidiaries;
volatility in market demand and prices forenergy, capacity, transmission services, emission allowances and RECs;
competition in retail and wholesale power and natural gas markets;
liquidity of wholesale power markets;
defaultsby counterparties underenergy, fuel or other powerproduct contracts;
market prices of commodity inputs for ongoing capital expenditures;
capital market conditions, including the availability of capital or credit, changes in interest rates andcertain economic
indices, and decisions regarding capital structure;
stock price performance of PPL;
volatility in the fair value of debt and equitysecurities 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, 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 costsand other expenses;
legal, regulatory, political, market or otherreactions to the 2011 incident at thenuclear generating facility at Fukushima,
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 ratecases or other cost recovery or revenue filings by PPL Electric, LG&E, KU or WPD;
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, including the anticipated formation of Talcn Energy via thespinoffof PPL Energy
Supply and subsequent combination with Riverstone's competitive generation business and ourability to realize expected
benefits from such business transactions.
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Any such forward-looking siatements should be considered in light of such important factors and inconjunction with other
documents of the Registrants on file with the SEC.

New factors that could cause actual results todiffer materially from those described in forward-looking statements emerge
from time to lime, 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 inany forward-looking statement. Any
forward-looking statement speaks only as of thedate 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;

ITEIVI 1. BUSINESS

General

(All Registrants)

PPL Corporation, headquartered in Allentown, Pennsylvania, is an energyand utility holding company that was incorporated
in 1994. Through its subsidiaries, PPL delivers electricity to customers in the U.K., Pennsylvania, Kentucky, Virginia and
Tennessee; delivers natural gas to customers in Kentucky; generates electricity from power plants in the northeastern,
northwesternand southeastern U.S.; and markets wholesale or retail energy primarily in the northeastern and northwestern
portions of the U.S. Beginning in 2010, PPLexpanded the rate regulated portion of its business, principally through the 2010
acquisition of LKEand the 2011 acquisition of WPD Midlands. In addition, in June 2014, PPL and PPL Energy Supply
executed definitive agreements withaffiliates of Riverstone to combine theircompetitive powergeneration businesses into a
new,stand-alone, publicly tradedcompany named Talcn Energy. Sec "Anticipated Spinoffof PPL EnergySupply" below for
more information.

PPL's principal subsidiaries at December 31, 2014 are shown below(* denotesa Registrant).

PPL Global
• Engages in the

regulated distribution
of electricity in the
U.K.

LG&E*

• Engages in the
regulated generation,
transmission,
distribution and sale of

electricity, and
distribution and sale of

natural gas in Kentucky

LKE

PPL Corporation*

PPL Capital Funding

PPL Electric*

• Engages in the
regulated
transmission and

distribution of

electricity in
Pennsylvania

PPL Energy Supply'

KU*

• Engages in the
regulated generation,
transmission,
distribution and sale of

electricity, primarily in
Kentucky

PPL EnergyPlus
• Performs energy

marketing and trading
activities

• Purchases fuel

PPL Generation

• Engages in the
competitive generation
of electricity, primarily in
Pennsylvania and
Montana

U.K. Regulated
Segment

Kentucky Regulated
Segment

Pennsylvania
Regulated Segment

Supply
Segment

In addition to PPL Corporation, the other Registrants included in this filing are:

PPL Energy Supply, LLC, headquartered in Allentown, Pennsylvania, is an indirect wholly owned subsidiary of PPL formed
in 2000 and is an energy company that through its principal subsidiaries is primarily engaged in the competitive generation
and marketingof electricity in the northeastern U.S. PPL Energy Supply's principal subsidiaries arc PPL EnergyPlus, its
marketing and trading subsidiary, and PPL Generation, the owner of its generating facilities in Pennsylvania and Montana.
As noted above, in June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to
combine their competitive power generation businesses into a new, stand-alone, publicly traded company named Talen
Energy. See "Anticipated Spinoff of PPL Energy Supply" below for more information.

PPL Electric Utilities Corporation, headquartered in Allentown. Pennsylvania, is a direct wholly owned subsidiary of PPL
incorporated in Pennsylvania in 1920 and a regulated public utility that is an electricity transmission and distribution service
provider in eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain
of its transmission activities arc subject to the jurisdiction of the FERC under the Federal Power Act.

ppll0-k2014 Final As RIed.docx Confldeniial



o

o

o

LG&Eand KU Energy LLC. headquartered in Louisville, Kentucky, isa wholly owned subsidiary of PPL since 2010 and a
holding company that owns regulated utilityoperations through its subsidiaries, LG&E and KU, which constitute
substantially all of LKE'sassets. LG&E and KU are engaged in the generation, transmission, distribution and sale of
electricity. LG&E also engages in the distribution and sale of natural gas. LG&E and KU maintain their separate corporate
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 under the KU name. LKE, formed in 2003, is the successor toa Kentucky entity
incorporated in 1989.

Louisville Cosand Electric Company, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a
regulated utility engaged in the generation, transmission, distribution and sale of electricity and distribution and sale of
natural gas in Kentucky. LG&E is subject to regulation as a public utility by the KPSC, and certain of its transmission
activities aresubject to the jurisdiction of the FERC under the Federal Power Act. LG&E was incorporated in 1913.

Kentucky Utilities Company, headquartered in Lexington, Kentucky, isa wholly owned subsidiary of LKE and a regulated
utility engaged in the generation, transmission, distribution and sale ofelectricity in Kentucky, Virginia and Tennessee. KU
is subject to regulation as a public utility by the KPSC, the VSCC and the TRA, and certain of its transmission and wholesale
power activities aresubject to thejurisdiction of the FERC under the Federal Power Act. KU was incorporated in Kentucky
in 1912 and in Virginia in 1991. KU serves its Virginia customers under the Old Dominion Power natne and its Kentucky
and Tennessee customers under the KU name.

(PPL and PPL Energy Supply)

Anticipated Spinoff of PPL Energy SupdIv

In recognition of thechanges in recent years in the wholesale power markets, PPL performed an in-depth analysis of its
business mix to determine the best available opportunities to maximize the value of its competitive generation business for
shareowncrs. As a result, in June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of
Riverstone tocombine their competitive power generation businesses into a new, stand-alone, publicly traded company
named Talen Energy. Under the terms of theagreements, at closing, PPLwill spin off to PPL shareowners a newly formed
entity, Talen Energy Holdings, Inc. (Holdco), which at such time will own all of the membership interests of PPLEnergy
Supply andall of thecommon stock of Talen Energy. Immediately following thespinoff, Holdco will merge with a special
purpose subsidiary of Talen Energy, with Holdco continuing as the surviving coinpany to the mergerand as a wholly owned
subsidiary of Talen Energy and thesoleowner of PPLEnergy Supply. Substantially contemporaneous with thespinoffand
merger, RJS Power will becontributed by itsowners to become a subsidiary of Talen Energy. Following completion of these
transactions, PPL shareowncrs will own 65% of Talen Energy and affiliates of Riverstone will own 35%. PPL will have no
continuing ownership interest in,control of, or affiliation withTalen Energy and PPL's shareowners will receive a numberof
Talen Energy sharesat closing based on the numberof PPL sharesowned as of the spinoff record date. The spinoff will have
no effect on the number of PPL common shares owned by PPL shareowncrs or the number of shares of PPL common stock
outstanding. The transaction is intended to be tax-free to PPL and its shareowners for U.S. federal income tax purposes and
is subject to customary closing conditions, including receipt of certain regulatory approvals by the NRG, FERC, DOJ and
PUG. Inaddition, there must be available, subject to certain conditions, at least $I billion of undrawn credit capacity under a
Talen Energy (or its subsidiaries) revolving credit or similar facility. Any letters of credit or othercredit support measures
posted in connection with energy marketing and trading transactions at the time of the spinoff are excluded from this
calculation.

On December 18, 2014, the FERG issued a final orderapproving, subject to certain market power mitigation requirements,
the combination of thecompetitive generation assets to form Talen Energy. On January 27, 2015, PPL and an affiliate of
RJS Power filed a joint response with the FERG accepting additional market power mitigation measures required for the
FERG's approval. PPLand RJS Power originally proposed divesting either of two groups of assetseach having
approximately 1,300 MWof generating capacity. PPLand RJS Powerhave agreed that within 12 months after closing of the
transaction, Talen Energy will divest generating assets in one of the groups (from PPL EnergySupply's existingportfolio,
this includes either the Holtwood and Wallenpaupack hydroelectric facilities or the Ironwood facility), and limit PJM energy
market offers from assets it would retain in the other group to cost-based offers.

The transaction is expected to close in the second quarter of 2015. Talen Energy will own and operate a diverse mix of
approximately 14,000 MW (after divestitures to meet FERG market power standards) of generating capacity in certain U.S.
competitive energy markets primarily in PJM and ERGOT.
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Following ihe transaction, PPL's focus will be on its regulated utility businesses in the U.K., Kentucky and Pennsylvania,
serving more than 10 million customers. PPL intends to maintain a strong balance sheet and manage its finances consistent
with maintaining investment grade credit ratings and providing a competitive total shareowner return, including an attractive
dividend. Excluding costs required to provide transition services to Talen Energy and following the spinoff transaction, PPL
expects to reduce annual ongoing corporate support costs by approximately $75 million.

See Note 8 to the Financial Statements for additional information.

Montana Hydro Sale

In November2014, PPL Montana completed the sale to Northwestern of 633 MW of hydroelectric generating facilities
located in Montana for approximately $900 million in cash. The sale included 11 hydroelectric generating facilities and
related assets.

See Note 8 to the Financial Statements for additional information.

Distribution of PPL Global (PPL EnergySupply)

In January 2011, PPL Energy Supplydistributed its entire meml>ership interest in PPLGlobal to its parent, PPL Energy
Funding (the parent holding company of PPL Energy Supply and PPL Global with no other material operations), to better
align PPL's organizational structure with the manner in which it manages these businesses and reportssegment information in
its consolidated financial statements. The distribution separated the U.S.-based competitive energy marketing and supply
business from the U.K.-based regulated electricity distribution business.

Acouisitions

(PPL, LKE, LG&E and KU)

On November 1. 2010, PPL acquired all of the limited liability company interests of E.ON U.S. LLC from a whollyowned
subsidiary of E.ON AG. Upon completion of the acquisition, E.ON U.S. LLC was renamed LG&E and KU Energy LLC.

(PPL)

On April I, 2011, PPL, through an indirect, wholly owned subsidiary, PPL WEM, acquired all of the outstanding ordinary
share capital of Central Networks East pic and Central Networks Limited, the sole owner of Central Networks West pic,
together with certain other related assets and liabilities (collectively referred to as Central Networksand subsequently defined
herein as WPD Midlands), from subsidiaries of E.ON AG. WPD Midlands operates two regulated distribution networks in
the Midlands area of England and is included in the U.K. Regulated segment.

Segment Information

(PPL)

PPL is organized into four reportabie segments as depicted in the chart above: U.K. Regulated, Kentucky Regulated,
Pennsylvania Regulated and Supply. PPL's reportabie segments primarily reflect the activities of its related Subsidiary
Registrants, except that the reportabie segments are also allocated certain corporate level financing and other costs that arc
not included in the results of the applicable Subsidiary Registrants. The U.K. Regulated segment has no related Subsidiary
Registrant. Upon completion of the anticipated spinoff of PPL Energy Supply in the second quarter of 2015, PPL will no
longer have a Supply segment.

A comparison of PPL's three regulated segments is shown below:
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Kcniucky Pennsylvania
U.K. Regulated Rcgulutcd Regulated

For the year ended Deceinber 31. 2014:
Operating Revenues (in billion.s) $ 2.6 S 3.2 S 2.0
Net Income Attributable to PPL Sharcowners (in millions) $ 982 S 312 s 263
Electric energy delivered (GWh) 75.813 31..543 37.026

At IX'Ccmlxtr 31. 2014;

Regulatory Asset Base (in billions) (a) S 9.5 s 8.3 s 4.9
Scn'ice area (in square miles) 21.600 9.400 10.000
End-u.scrs (in millions) 7.8 1.3 1.4

(a) Represents RAV for U.K. Regulated, capitalization for Kcniucky Regulated and rate base for Pennsylvania Regulated.

See Note 2 to the Financial Statements for additional nnancial information about the segments.

(All Registrants except PPL)

PPL Energy Supply, PPL Electric, LKE, LG&E and KU each operate within a single reportable segment.

• U.K. Reeulated Seemenf (PPL)

Consists ofPPL Global which primarily includes WPD's regulated electricity distribution operations, the results of
hedging the translation of WPD's earningsfrom British poundsterling into U.S. dollars, and certaincosts, suchas
U.S. income taxes, administrative costsand allocatedfinancing costs.

WPD, through indirect wholly owned subsidiaries, operates four of the 15 regulated distribution networks providing
electricity service in the U.K. The number of network customers (end-users) served by WPD totals 7.8 million across 21,600
square miles in Wales and southwest and central England.

Details of revenue by category for the years ended December 31 arc shown below.

2014 2013 2012

Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue
Utility revenues S 2.573 98 s 2.3.59 98 2.289 98
Energy-related businesses 48 2 44 2 47 0

Total s 2.621 100 s 2.403 too s 2.3.36 100

The majority of WPD's utility revenue is known as DUoS and is from providing regulated electricity distribution services to
licensed third party energy suppliers who use the network to transfer electricity to their customers, theend-users.

WPD's energy-related business revenues include ancillary activities that support thedistribution business.

Franchi.se and Licenses

The operations of WPD's principal subsidiaries, WPD (South West), WPD (South Wales), WPD (East Midlands) and WPD
(West Midlands), are regulated by Ofgem under the direction of the Gas and Electricity Markets Authority. The Electricity
Act 1989 provides the fundamental framework of electricity companies and established licenses that require each of the
DNOs to develop, maintain and operate efficient distribution networks.

WPD is authorized by Ofgem to provide electricity distribution services within its concession areas and service territories,
subject tocertain conditions and obligations. For instance, WPD issubject to Ofgem regulation with respect to the regulated
revenue it can earn and the quality of service it must provide, and WPD can be fined or have its licenses revoked if it docs not
meet the mandated standard of service.

Ofgem has formal powers to propose modifications to each distribution license. In January 2014, Ofgem and WPD agreed to
a reduction of£5 perresidential end-user in the 2014/15 regulatory year to be recovered in the 2016/2017 regulatory year.
See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations - Overview
- Distribution Revenue Reduction" loradditional information. InMay 2014, Ofgem made license changes as part of the
RIIO-EDI process discussed below.
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Comnelilion

Allhough WPD operalcs in non-exclusivc 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 are, therefore, regulated monopolies which operate
under regulatory price controls.

Revenue and Resulation

Ofgem has established a price control mechanism that provides the amount ofbase demand revenue that a regulated business
can earn and provides for an increase or reduction in revenues based on incentives orpenalties for exceeding or
underperforming relative to pre-established targets. WPD iscurrently operating under DPCR5 which iseffective for the
period from April 1,2010 through March 31, 2015.

In October 2010, Ofgem announced changes to the regulatory framework that will be effective for the U.K. electricity
distribution sector, including WPD, beginning April 2015. Throughout the following discussion ofthis regulatory
framework, the use of the term "customers" refers to the end-u.scrs of WPD's regulated distribution networks. The
framework, known as RIIO (Revenues = Incentives + Innovation + Outputs), is intended to:

• encourage DNOs todeliver safe, reliable and sustainable network service at long-term value tocustomers;
• enable DNOs to finance the required investment in a timely and efficient way; and
• remunerate DNOs according to their delivery for customers.

In addition toextending the price control period from five toeight years, the key components of RIIO-EDI arc:
• increased emphasis on outputs and incentives;
• enhanced stakeholder engagement including network customers;
• a stronger incentive framework to encourage more efficient investment and innovation;
• replacement of the current Low Carbon Network Fund to continue to stimulate innovation;
• depreciation of RAV loradditions after April 1, 2015 will beextended from 20 years to45 years, with a transitional

arrangement that will gradually change the life over the price control period that will result in an average life of 35
years for RAV additions during RllO-EDI. RAV at March 31, 2015 will continue to be depreciated over 20years.
Theasset lives used to determine depreciation expense for U.S. GAAP purposes are not thesame as those used for
the depreciation of the RAV and as such vary by asset type and arebased on the expected useful lives of the assets;

• the ability for DNOs to be fast-tracked through the process, providing several benefits to the qualified DNOs,
including the ability tocollect the fast-track incentive, which isadditional revenue equivalent to 2.5% of total annual
expenditures during the 8-ycar price control period (approximately $43 million annually for WPD), greater revenue
certainty and a higher level of cost savings retention; and

• capital return comprised ofa 10 year trailing average debt allowance, to be adjusted annually, and an equity
allowance determined by Ofgem with a debt toequity ratio of65:35. The real cost ofequity determined by Ofgem
for fast-tracked DNOs was 6.4% and 6.0% for slow-tracked DNOs and will be uplifted by inflation as measured by
the Retail Price Index (RPl) to determine the nominal cost of equity.

In November 2013,Ofgem determined that the 8-year business plansof all four of WPD's DNOs weresuitable for
accelerated consideration or "fast tracking" and asa result merited early settlement of their price controls for the 8-year RllO-
EDI period startingApril 1,2015. This wasconfirmed in February 2014.

The U.K. regulatory structure is an incentive-based structure in contrast to the typical U.S. regulatory structure which
operates on a cost-recovery model. The base demand revenue that a DNO can earn in each yearof a price control period is
the sum of: (i) the regulator's determination ofefficient operating costs, including certain pension deficit funding, (ii)a
return oncapital from RAV plus an annual adjustment for inflation as determined by the RPl. (iii) a return of capital from
RAV (i.e. depreciation), (iv) an allowance for taxation less a potential reduction for tax benefits from excess leverage, (v)
legacy price control adjustments from preceding price control periods and (vi) certain pass-through costs over which the
DNO has no control. As WPD's lour DNOs were fast-tracked through the price control review process for RllO-EDl, their
ba.se demand revenue also includes the fast-track incentive discussed above. The RllO-EDI price control will also include an
Annual Iteration Process. This will allow base demand revenues to be updated during the price control for financial
adjustments covering tax, pension and cost of debt issues, adjustments relating toactual and allowed total expenditure
together with the total cost incentive mechanism and the information quality incentive (IQl) discussed below, and legacy
price control adjustments from preceding price control periods. This process calculates an incremental change to base
revenue, known as the "MOD." RIIO-EDI prices will be set using a forecast of RPl which is trued up 2 years later.
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During DPCR5, WPD's loial base demand revenue for ihe five-year period was profiled in a manner lhal resullcd in a
weighlcd-average increase ofaboui 5.5% per year for all four DNOs. In the first year of RIIO-EDI, base demand revenue
will decrease by about I1.8% primarily due to a change in the profiling approach and a lower weighted-average cost of
capital. For each regulatory year thereafter, base demand revenue will increase by approximately 1% per annum before
inflation for the remainder of RIIO-EDI.

In addition to basedemand revenue, certain other itemsare added or subtracted to arriveat allowed revenue. The most
significant of these are discussed below.

During the price control period, WPD's revenue is decoupled from volume. However, in any fiscal period, WPD's revenue
could be negatively affected if its tariffs and the volume delivered do not lully recover the allowed revenue for a particular
period. Conversely, WPDcould also over-recover revenue. Over and under-rccovcries are added or subtracted to base
demand revenue in future years. Over and under-recovered amounts arising from 2014/15 onwards and refunded/recovered
under RIIO-EDI will be refunded/recovered ona two year lag (previously one year). Therefore the 2014/15 over/ under-
recovery adjustment will occur in 2016/17 instead of in 2015/16. In 2016/17, WPD will recover the £5 per residential
network customer reduction provided for in 2014/15 as that amount is currently considered an under-recovery. Under
applicable U.S. GAAP, WPD docs not record a receivable for under-recoveries, but does record a liability for over-
recoveries. WPD is not subject to accounting for the effects ofcertain types of regulation as prescribed by GAAP. Sec Note
I to the Financial Statements for additional information.

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 include;

• Information Quality Incentive (IQI) - The IQI is designed to incentivize the DNOs to provide good quality information in
the business plans they submit to Ofgem during the price control review process and to execute their business plans as
submitted. The IQI eliminates the distinction between capital expenditure and operating expense and instead focuses on
total expenditure:
• DPCR5 - 85% ofall network related expenditure isallocated to RAV and currently recovered over 20years through

the regulatory depreciation of RAV and 15% is recovered in the year ofexpenditure together with business support,
non-operational capital expenditures and traffic management expenditures. The IQI provides for incentives or
penalties at the end of DPCR5 under the rolling RAV incentive mechanism based on the ratio ofactual expenditures
to the expenditures submitted toOfgem that were the basis for the revenues allowed for the five-year price control
period. In addition, at thebeginning of DPCR5, WPD wasawarded $301 million in IQI revenue of which $222
million will be included in revenue throughout thecurrent price control period with thebalance recovered over20
years through the RAV mechanism.

• RIIO-EDI - 80% of total costs will be allocated to RAV with 20% recovered in the year ofexpenditure. As a result
of being fast-tracked, WPD's DNOs arc able to retain 70% ofany amounts not spent against the RIIO-EDI plan and
bear 70% ofany over-spends. The cost incentive orpenalty mechanism will be calculated each year on a 2 year lag
basis as part of the annual MOD process discussed above.

• Interruptions Incentive Scheme (IIS) - This incentive has two major components: (I) Customer interruptions (Cls) and
(2)Customer minutes lost (CMLs), and both aredesigned to incentivize the DNOs to invest and operate their networks
to manage and reduce both the frequency and duration of power outages. During DPCR5 the target for each DNO is
based on a benchmark ofdata from the last four years of the prior price control period. The IIS target under RIIO-EDI
will be divided into interruptions caused by planned and unplanned work. The target for planned work will be calculated
as the annual average level ofplanned interruptions and minutes lost over a previous three year period. The target for
unplanned interruptions for the first year of RIIO-EDI is specified in the DNO's license and targets for both the Cls and
CMLs become more demanding each year.

• In addition to the IIS, the broad measure of customer service isenhanced. This broad measure encompasses:
• customer satisfaction in supply interruptions, connections and general inquiries;
• complaints;

• stakeholder engagement; and
• delivery of social obligations.

The following table shows the amount of incentive revenue, primarily from IIS, which WPD has earned since the beginning
ofDPCR5:
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Incentive Earned Regulator}* Year Ended Incentive
Regulutor}* Year Ended (in millions) Includedin Revenue

March 2011 $ 30 March 2013

March 2012 83 March 2014

March 2013 104 March 2015

March 2014 125 March 20)6

For regulaiory years 2015/16 ihrough 2018/19 allowed revenue will also be reduced lo reflect Ofgcni's final decision on Ihe
DPCR4 line loss incentives and penalties mechanism. WPD has a liability recorded related to this future revenue reduction;
therefore, this will not impact future earnings. Sec Note6 to the Financial Statements for additional information.

See Item IA. Risk Factors - Risks Related to U.K. Regulated Segment" for additional information on the risks associated
with the U.K. Regulated Segment.

Customers

WPD provides regulated electricity distribution services to licensed third party energy suppliers (its customers) who use the
network lo transfer electricity lo their customers, the end-users. WPD bills the energy supplier lor this service and the
supplier is responsible for billing the end-users. Ofgem requires that all licensed electricity distributors and suppliers become
panics lo the Distribution Connection and Use ofSystem Agreement. This agreement specifies how creditworihincss will be
determined and, asa result, whether the supplier needs locollateralize for its payment obligations.

• Kentucky Re2ulated Seement (PPL)

Consists ofthe operations ofLKE, which owns andoperates regulated public utilities engaged in the generation,
transmission, distribution andsaleofelectricity anddistribution andsaleofnatural gas, representing primarily the
activities ofLC&E andKU. In addition, certain financing costs areallocated to the Kentucky Regulated segment.

(PPL, LKE. LG&Eand KU)

LG&E and KU, direct subsidiaries of LKE, areengaged in the regulated generation, transmission, distribution andsale of
electricity in Kentucky and, in KU's case, Virginia and Tennessee. LG&E also engages in the distribution and saleof natural
gas in Kentucky. LG&E provides electric service to approximately 400,000 customers in Louisville and adjacent areas in
Kentucky, covering approximately 700 square miles in nine counties and provides natural gas service to approximately
321,000 customers in its electric service area and eight additional counties in Kentucky. KU provides electric service to
approximately 515,000 customers in 77 counties in central, southeastern and wc.stern Kentucky, approximately 28,000
customers in five counties in southwestern Virginia, and fewer than ten customers in Tennessee, covering approximately
4.800 non-contiguous square miles. KU also sells wholesale electricity to 12 municipalities in Kentucky under load
following contracts. In Virginia, KU operates under the name Old Dominion Power Company.

Details of operating revenues by customerclass for the yearsended December 31 arc shown below.

2Q14 2013 2012

Revenue
% of

Revenue Revenue

% of

Revenue Revenue

%of

Revenue
LKE
Commercial S 8)5 26 s 770 26 s 723 26
Indu.siriat 627 20 587 20 551 20
KesidcniinI 1.281 40 1.205 40 1.071 39
Reiait • oilier 279 9 260 9 270 10
Wholesale - municipal 109 3 110 4 102 4
Wholesale - other (a) 57 2 44 1 42 1

Tolal s 3.168 100 s 2.976 too s 2.759 too

pptl0-tc2014 Final As Ried.doc.t Confidcniial



O

o

2014 2013 2012

%of %of %of
Revenue Revenue Revenue Revenue Revenue Revenue

LO&E

Commercial S 4.3.1 28 s 40.3 29 $ 374 28
Industrial 194 13 186 13 170 13
Residential 6.30 43 614 44 548 41

Retail - other 1.30 8 119 8 1.31 10
Wholesale • other (a) (b) 126 8 86 6 101 8
Total s 1..33.3 100 s 1.410 100 S I..324 100

KU

Commercial s .382 T) s 36.3 22 $ .349 23
Industrial 433 2.3 401 2.3 .381 2.3

Residential 631 36 .391 36 .323 34
Retail • other 149 9 141 9 1.39 9
Whole.sale - municipal 109 6 110 7 102 7
Wholesale - other (a) (b) 3.3 2 27 1 30 •>

Total s 1.737 100 s 1.63.3 100 $ 1..324 100

(a) Includes wholesale power and transmission revenues.
(b) Includes intercompany power salesand transmission revenues, which arceliminated upon consolidation at LKE.

Franchises and Licenses

LG&E and KU provide elcciricity delivery service, and LG&E provides nalural gasdistribution service, in their respective
service territories pursuant to certain franchises, licenses, statutory service areas,easements and other rightsor permissions
granted by state legislatures, cities or municipalities or other entities.

Conipelilion

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, customerchoice or other developments. Neither the Kentucky General Assembly nor the KPSC has adopted or
approved a plan or timetable for retail electric industrycompetition in Kentucky. The nature or timing of legislative or
regulatoryactions, if any, 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 naiural gas
revenues of LKE. Marketers may also compete to sell natural gas to certain largeend-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 nalural 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.

Power Supply

At December 31, 2014, LKEowned,controlled or had a minority ownership interest in generating capacity(summerrating)
of 8,087 MW, of which 3,342 MW related to LG&E and 4,745 MW related to KU, in Kentucky, Indiana, and Ohio. See
"Item 2. Properties - Kentucky Regulated Segment" for a 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 2014, LKE's Kentucky power plants generated the following amounts of electricity.

Kuei Source

Coal (a)
Oil / Caj;

Hydro

Total (b)
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.3.3.768 14.944 18.824

I..30.3 .322 983

344 272 72
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(a) Includes 896 GWh of powergcncraied by and purchased from OVEC for LKE.620 GWh for LG&Eand 276 GWh for KU.
(b) This generation represents a 1.4% increase for LKE, a .'>.4% increase for LG&E and a 1.6% decrease for KU from 201.1 output.

A majority of LC&E'sand KU'sgenerated electricity was used to supply its retail and municipal customerbase.

LG&E and KU Jointly dispatch their generation units with the lowest cost generation used toserve their retail and municipal
customers. When LG&E has excess generation capacity afterserving itsown retail customers and itsgeneration cost is lower
than that of KU, KU purchases electricity from LG&E. When KU hasexcess generation capacity afterserving itsownretail
and municipal customers and itsgeneration 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 Cane Run
Unit 7 which iscurrently under construction, and LC&E's and KU's CPCN application toconstruct a solar generating facility
at the E.W. Brown generating site. Asa result of environmental requirements, LG&E and KU anticipate retiring five older
coal-fired electric generating unitsat the Cane Run plant in 2015 and the Green River plant in 2016, which have a combined
summer capacity rating of 724 MW. Inaddition, KU retired theremaining 71 MW coal-fired unit at theTyrone plant in
February 2013 and retired a 12 MW gas-fired unit at the Haeding plant in December 2013.

Fuel SiiddIv

Coal is expected to be the predominant fuel used by LG&E and KU for baseload generation for the foreseeable future.
However, natural gas will playa more significant role starting in 2015 when Cane Run Unit 7 is expected to be placed into
operation as baseload generation. The natural gas for thisgenerating unit will becontracted from suppliers separately from
LG&E's natural gascustomers. Natural gas andoil will continue to be used for intermediate and peaking capacity and flame
stabilization incoal-Hred boilers.

Fuel inventory is maintained at levels estimated to be necessary toavoid operational disruptions at coal-fired generating
units. Reliability of coal deliveries can be affected from time to time bya number of factors including fluctuations in
demand, coal mine production issues and other supplieror 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 NGCC
unit at Cane Run and six simple cycle combustion turbine units.

LG&E and KU have entered into coal supply agreements with various suppliers forcoal deliveries through 2019 and
normally 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 and southern Illinois. In 2015 and beyond, LG&E and KU may purchase certainquantitiesof
ultra-low sulfurcontent coal from Wyoming for blending at TC2. Coal is delivered to the generating plantsby barge, truck
and rail.

(PPL LKEcmdLC&E)

Natural Gas Distribution Siumlv

Five underground natural gas storage fields, with a current working natural gas capacityof approximately 15 Bcf, arc used in
providing natural gas service to LG&E's firm sales customers. By using natural gas storage facilities, LG&E avoids the costs
typically associated with moreexpensive pipeline transportation capacity to serve peak winter heating loads. Natural gas is
storedduring the summerseason for withdrawal during the following winter heating season. Without this storagecapacity,
LG&E would be required to purchase additional natural gas and pipeline transportation servicesduring 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, 2014,
LG&E had 12 Bcf of natural gas stored underground with a carrying value of $54 million.

LG&E has a portfolio of supply arrangements of varying terms with a numberof 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.
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LG&E purchases natural gas supply transportation services from two pipelines. LG&E has contracts with one pipeline that
arc subject to termination by LG&E between 2015 and 2020. Total winter seasoncapacity under thesecontracts is 194,900
MMBtu/day and summer season capacity is 88,000 MMBtu/day. Additionally, LG&E hasa contract with thesame pipeline
for the month ofJanuary 2015 with a total capacity of 35,000 MMBtu/day, and a contract with a second pipeline with a total
capacity of 20,000 MMBtu/day during both the winter and summer seasons that expires in October 2018.

LG&E expects to purchase natural gas supplies for itsgas distribution operations from onshore producing regions in South
Texas, East Texas, North Louisiana and Arkansas, as well as gas originating in the Rockies, Marcellus and Utica production
areas.

{PPL, LKE. LG&E and KU)

Transmission

LG&E and KU contract with theTennessee Valley Authority to act as their transmission reliability coordinator and contract
with TranServ International, Inc. to act as their independent transmission operator.

In February 2013, LG&E and KU submitted a compliance filing to the FERCreflecting their participation withother utilities
in the Southeastern Regional Transmission Planning group relating to certain FERC Order 1000 requirements. FERCOrder
1000, issued inJuly 2011,establishes certain procedural and substantive requirements relating to participation, cost allocation
and non-incumbent developer aspects of regional and inter-regionalelectric transmission planning activities.

Rates

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 (OATT).

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 adjustments for certain net investments and costs recovered separately through other means. As
such, LG&E and KU generally earn a return on regulatory assets.

KU's Virginia base rates are calculated basedon a return on rate base(net utility plant plus working capital lessdeferred
taxes and miscellaneous deductions). AH regulatory assets and liabilities, except the levelized fuel factor, are excluded frotti
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 12 municipal customers for wholesale requirements are calculated based on annual updates to a formula rate
that utilizes a return on rate base (net utility plant plus working capital less deferred taxes and miscellaneous deductions). All
regulatory assets and liabilities arc excluded from the return on rate base utilized in the development of municipal rates;
therefore, no return is earned on the related assets. In April 2014, nine municipalities submitted notices of termination, under
the original notice period provisions, to cease taking power under the wholesale requirements contracts. Such terminations
are to be effective in 2019,except in thecase of one municipality with a 2017 effective date. In addition, a tenth municipality
has a previously settled termination date of 2016.

See Note 6 to the Financial Statements for additional informationon cost recovery mechanisms.

Rate Case

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates of
approximately $30 million at LG&E and approximately $153 million at KU and an increase in annual basegas rates of
approximately $14 million at LG&E. The proposed base rate increases would result in electricity rate increases of 2.7% at
LG&E and 9.6% at KU and a gas rate increase of 4.2% at LG&E and would becomeeffective in July 2015. LG&E's and
KU's applications each include a request for authorized returns-on-equity of 10.5%. The applications are based on a
forecasted test year of July 1,2015 through June 30, 2016. A numberof partieshave been granted intervention requests in
the proceedings. A hearing on the applications is scheduled to commence on April 21, 2015. LG&E and KU cannot predict
the outcome of these proceedings.
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• Pennsvlvania Reeulaled Sc£ment (FPU

Includesthe regulated electricity delivery- operations of PPL Electric.

(PPL and PPL Electric)

PPL Elcclric delivers eleciricity loapproximately 1.4 million customers in a 10,000-square mile territory in 29counties of
eastern and central Pennsylvania. PPL Electric also provides electricity supply to retail customers in this areaas a PLR under
the Customer Choice Act.

Detailsof revenues by customer class for the years ended December 31 arc shown below.

2014 2013 2012
Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue

Distribution

Residential S 1.285 63 S 1.215 65 1.108 63
Induslrial 52 3 52 3 53 3
ComiiKrcial .367 18 36.3 19 366 21
Other 5 (M) 26 1

Transmission .335 16 251 13 210 12
Total s 2.044 100 5 1.870 100 S 1.763 100

Franchise. Licenses and Other Reeidations

PPL Electric isauthorized to provide electric public ulility service throughout its service area asa result ofgrants by ihe
Commonwealth of Pennsylvania incorporate charters to PPL Electric and companies which it has succeeded andas a result
ofcertification by the PUC. PPL Electric is granted the right to enter the streets and highways by the Commonwealth subject
tocertain conditions. In general, such conditions have been met byordinance, resolution, permit, acquiescence or other
action by an appropriate local political subdivision or agency of the Commonwealth.

Competition

Pursuant to authorizations from the Commonwealth of Pennsylvania and the PUC, PPL Electric operates a regulated
distribution monopoly in its service area. Accordingly, PPL Electric does not face competition in its electricity distribution
business. Pursuant to the Customer Choice Act, generation ofelectricity is a competitive business in Pennsylvania, and PPL
Elcclric does not own or operate any generation facilities.

The PPL Electric transmission business, operating under a FERC-approved PJM Open Access Transmission Tariff, is subject
tocompetition pursuant to FERC Order 1000 Irom entities that are not incumbent PJM transmission owners with respect to
the construction and ownership of transmission facilities within PJM.

Rates and Regulation

Transmission

PPL Electric's transmission facilities are within PJM, which operates the electricity 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 electricity transmission network, PJM also administers regional markets for energy, capacity and ancillary
services. Aprimary objective ol any RTO is toseparate 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 theirshare of transmission revenues, but the RTOdirects the control and operation of the transmission facilities.
Certain types of transmission investment are subject locompetitive processes outlined in the PJM tariff.

As a transmission owner, PPL Electric's transmission revenues are recovered through PJM in accordance with a FERC
approved tariffthat allows recovery of incurred transmission costs, a return on transmission-related plant and an automatic
annual update basedon a formula rale mechanism. As a PLR, PPL Electric also purchases transmission services from PJM.
See "PLR" below.
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See Note 6 to the Financial Statements for additional information on rate mechanisms.

Distribution

PPL Electric's distribution base rates are calculated based on a return on rate base (net utility plant plus acash working
capital allowance less plant-related deferred taxes and other miscellaneous additions and deductions). All regulatory assets
and liabilities are excluded from the return on rale base; therefore, no return is earned on the related assets unless specifically
provided for by the PUC. Currently. PPL Electric's Smart Meter rider and the DSIC arc the only regulatory assets earning a
return. Certain operating expenses are also included in PPL Electric's distribution base rates including wages and bcneHts,
other operation and maintenance expenses, depreciation and taxes.

Pennsylvania's AEPS requires electricity distribution companies and electricity generation suppliers to obtain a portion ofthe
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 ofthe alternative energy generation supply it needs to comply with
the AEPS.

Act 129 created an energy efficiency and conservation program, ademand 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 ratcmaking mechanisms: the use ofa fully projected future test year in
base rate proceedings and, subject to certain conditions, the use ofa DSIC. Such alternative ratcmaking procedures and
mechanisms provide opportunity for accelerated cost-recovery and. therefore, are important to PPL Electric as it is in a period
ofsignificant capital invc.stmcnt to maintain and enhance the reliability ofits delivery system, including the replacement of
aging assets. In January 2013, PPL Electric filed a petition requesting permission to establish a DSIC. In May 2013, the
PUC approved PPL Electric's proposed DSIC with an initial rate effective July I,2013, subject to refund after hearings. The
PUC also assigned four technical recovery calculation issues to the Office ofAdministrative Law Judge for hearing and
preparation ofa recommended decision. In August 2014, the presiding Administrative Law Judge issued a recommended
decision which would not have a significant impact on PPL Electric. This matter remains pending before the PUC.

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.

PLR

The Custotncr Choice Act requires Electric Distribution Companies (EDCs), including PPL Electric, or an alternative
supplier approved by the PUC to act as a PLR ofelectricity supply for customers who do not choose to shop for supply with a
competitive supplier and provides that electricity supply costs will be recovered by the PLR pursuant to regulations
established by the PUC. As of December 31, 2014, the lollowing percentages ofPPL Electric's customer load were provided
by competitive suppliers: 50% of residential, 83% ofsmall 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 Matters - Pennsylvania Activities" in Note 6 to the Financial Statements for additional information.

PPL Electric's cost ofelectricity generation isbased on a competitive solicitation process. The PUC approved PPL Electric's
default service plan for the period June 2013 through May 2015, which includes 4 solicitations for electricity supply held in
April and October, annually. Pursuant to this plan, PPL Electric contracts for all ofthe electricity supply for residential,
small commercial and small industrial customers, large commercial and large industrial customers who elect to take that
service Irom PPL Electric. These solicitations include a tiiix of 12- and 9-month fixed-price load-following contracts for
residential, small commercial and small industrial customers, and 12-month real-time pricing contracts for large commercial
and large industrial customers to fulfill PPL Electric's obligation to provide customer electricity supply as a PLR. In April
2014, PPL Electric filed a new Default Service Plan with the PUC for the period ofJune I, 2015 through May 31. 2017. The
petition was approved by the PUC on January 15, 2015.

Numerous alternative suppliers have offered to provide generation supply in PPL Electric's service territory. Since the cost
ofgeneration supply is a pass-through cost for PPL Electric, its financial results are not impacted if its customers purchase
electricity supply from these alternative suppliers. Sec"Energy Purchase Commitments" in Note 13 to the Financial
Statements for additional information regarding PPL Electric's solicitations.
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• Supply Seement (PPL)

Consists primarily ofthe activities ofPPL Energy Supply's subsidiaries, PPL Generation and PPL EnergyPlus. PPL
Generation owns and operates competitive domestic power plants to generate electricity and acquires and develops
competitive domestic generation projects. PPL EnergyPlus markets andtrades electricity, natural gas, andother
energy-related products in competitive wholesale andretail markets. In addition, certainfinancing andother costs are
allocated to the Supply segment. Upon completion ofthe anticipated spinoJfofPPL Energy Supply in 2015. PPL will no
longer have a Supply segment. See "Anticipated SpinojfofPPL Energy Supply"abovefor additional information.

(PPL and PPL Energy Supply)

PPL Energy Supply's generation assets are primarily located in Pennsylvania and Montana. PPL Energy Supply enters into
energy and energy-related contracts to hedge the variability ofexpected 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 2015 is anticipated to
be used to meet its committed contractual sales. PPL Energy Supply has also entered into commitments ofvarying quantities
and terms for 2016 and beyond.

Details of revenue by category for the years ended December 31, are shown below.

2014 2013 2012

Energy
Unregulaicd wholesale energy (a)
Unregulated retail energy
Total energy

Energy-related businesses (b)
Total

Revenue % of Revenue Revenue % of Revenue Revenue 9'o of Revenue

s 1.892 .11 s 2.960 6.1 s 4.0.14 76
1.243 33 1.027 23 844 16
3,1.3.1 84 3.987 88 4.898 92

601 16 .127 12 448 8
s 3.736 100 s 4..1I4 100 s .1.346 100

(a) Included inthese amounts for 2014. 2013 and 2012 are S84 niillicn. $.11 million and S78 million ofwholesale electricity sales toanaffiliate. 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 project.s and providing energy-related products and sciA'ices to commercial and industrial customers through their
mechanical contracting and ser\'ices sub-sidiaries. Energy-related businesses for PPLs Supply segment had additional revenues not related toPPL
Energy Supply of SI 3 million for 2012. which are not included in this table.

Power SuodIv

PPL Energy Supply owned or controlled generating capacity (summer rating) of 9,896 MW at December 31, 2014.
Generating capacity controlled by PPL Generation and other PPL Energy Supply subsidiaries includes power obtained
through PPL EnergyPlus' power purchase agreements. Sec "Item 2. Properties - Supply Segment" for details ofPPL Energy
Supply's generating capacity.

During 2014, PPL Energy Supply owned orcontrolled power planis that generated the following amounts ofelectricity.

GWh
Fuel Source

Nuclear

Oil/Gas

Coal

Hydro (a)
Rcncwables (b)

Total

Norlheaslern Northwestern Total

16.903 16,903
11.080 11,080
16.074 4.030 20,IO»

931 3.318 4,249

413 413

4.1.401 7,348 .12.749

(a) The Northwestern antount reflects generation from hydroelectric generating facilities that were sold byPPL Montana toNorthwestern in November
2014. Sec Note 8 to the Rnancial Statements for additional information.

(b) PPL Energy Supply subsidiaries own or control renewable energy projects located in Pennsylvania. New Jersey. Vennont and New Hampshire with a
generating capacity (sutnmer rating) of2.1 MW. PPL EnergyPlus sells the energy, capacity and RECs produced by theite plants into the wholc.sale
tiiarket as well as to commercial and industrial customers.
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PPL Energy Supply's generation subsidiaries are EWGs that sell electricity into wholesale markets. EWGs arc 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 ofthe NRG in connection with the operation ofthe Susquehanna nuclear units. Certain ofPPL Energy
Supply's other subsidiaries are subject to the jurisdiction ofthe NRG in connection with the operation oftheir fossil plants
with respect tocertain level and density monitoring devices. Certain operations of PPLGeneration's subsidiaries are also
subject to OSHA and comparable state statutes.

Fuel Supply

Coal

Pennsylvania

PPL EnergyPlus actively manages PPL Energy Supply's coal requirements by purchasing coal principally from mines located
in northern Appalachia.

During 2014, PPL Generation purchased 5.6 million tons ofcoal required for its wholly owned Pennsylvania plants. Coal
inventory is maintained at levels estimated to be necessary to avoid operational disruptions atcoal-fired generating units.
Reliability ofcoal deliveries can be affected from time to lime by a number of factors including fluctuations in demand, coal
mine production issues and other supplier or transporter operating difficulties. PPL Generation, by and through its agent PPL
EnergyPlus, has agreements in place that will provide more than 16 million tons ofPPL Generation's projected coal needs for
the Pennsylvania power plants from 2015 through 2018 and augments its coal supply agreements with spot market purchases,
as needed.

APPL 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 4.5 million tons ofcoal to the
Keystone plant in 2014. The Conemaugh plant requirements arepurchased under contract from Conemaugh Fuels, LLC,
which provided 4.5 million tonsof coal to the Conemaugh plant in 2014.

All wholly owned PPL Generation coal plants within Pennsylvania arcequipped with scrubbers, which use limestone in their
operations. Acting asagent for PPL Generation, PPL EnergyPlus has entered into limestone contracts with suppliers that will
provide for those plants' requirements through 2016. During 2014, 430,000 tonsof limestone weredelivered to Brunner
Island and Montour under these contracts. Annual limestone requirements range from approximately 400,000-500,000 tons.

Montana

PPL Montana owns a 30% interest in Colstrip Unit 3 and Northwestern owns a 30% interest in Colsirip Unit 4. PPL
Montana and Northwestern have a sharing agreement that governs each parly's responsibilities and rights relating to 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 ofColstrip Units 3 and 4, regardless of whether a particular cost is specific toColstrip
Unit 3 or4 and isentitled 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, with the other Colstrip owners, is party tocontracts to purchase 100% of itscoal requirements
with defined coal quality characteristics and specifications. PPL Montana, with the other Colstrip Units 1and 2 owner, has a
long-term purchase and supply agreement with the current supplier for Units 1and 2, which provides these units 85% to
100% of their coal requirements (at owners'option) from January 2015 through December 2019. PPLMontana, with the
other Colstrip Units 3 and 4 owners, hasa 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 containing 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-sulfur coal with defined quality characteristics and specifications for PPL
Montana's Corctte plant. The contracts covered 100% of the plant'scoal requirements in 2014 and similarcontractsare in
place to supply 100% of theexpected coal requirements through the suspension of plantoperations scheduled for no later
than April 2015. The plant is expected to be retired in August 2015.
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Oil and Natural Gas

Pennsylvania

PPL Generation's Marlins Creek Units 3 and 4 burn both oil and natural gas. During 2014, 100% of the physical gas
requirements for the Marlins Creek units were purchased on the spot market using either delivered supply or a combination
ofspot market supply and short-term capacity and oil requirements were supplied from inventory and replenished by
purchases made in the spot market. At December 31, 2014, 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% ofthe maximum daily
requirements of the LowerMt. Bethel combined-cycle facility.

For PPL's Ironwood combined-cycle facility, PPL EnergyPlus has long-term transportation contracts that can deliver up to
approximately 25% ofIronwood's maximum daily gas requirements. Daily gas requirements can also be met through a
combination ofshort-term transportation capacity release transactions coupled with upstream supply.

In addition, PPL EnergyPlus has secured long-term natural gas supply for approximately 10% of the combined needs of
Ironwood and Lower Mt. Bethel through 2016.

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 thereactor core;and the
temporary storage and final disposal of spent nuclear fuel.

PPLSusquchanna has a portfolio of supplycontracts, with varying expiration dales, for nuclear fuel materials and services.
These contracts areexpected to provide sufficient fuel to permit Unit I tooperate into the first quarter of 2020 and Unit 2 to
operate into the first quarter of 2019. PPLSusquehanna anticipates entering into additional contracts to ensurecontinued
operation of the nuclear units.

Federal law requires the U.S. government to provide for the permanent disposal of commercial spent nuclear fuel, but there is
no definitive date by which a repository will beoperational. Asa result, it was necessary toexpand Susquehanna's on-site
spent fuel storage capacity. To support this expansion, PPLSusquehanna contracted for thedesign andconstruction of a
spent fuel storage facility employing dry cask fuel storage technology. The facility is modular, so that additional storage
capacity can beadded as needed. The facility began receiving spent nuclear fuel in 1999. PPL Susquehanna estimates, under
current operating conditions, that there is sufficient storage capacity in the spent nuclear fuel pools and the on-site spent fuel
storage facility at Susquchanna toaccommodate spent fuel di.scharged through approximately 2017. Ifnecessary, 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 2044, the current licensed life of the plant.

In 1996, the U.S. Court ofAppeals for the Di.strict ofColumbia Circuit ruled that the Nuclear Waste Policy Act imposed on
the DOE an unconditional obligation to begin accepting spent nuclear fuel onor 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, PPL Susquehanna entered intoa settlement
agreement with the U.S. Government relating to PPL Susquehanna's lawsuit. The settlement included reimbursement of
certain costs tostore spent nuclear fuel at the Susquehanna plant incurred from 1998 through December 31, 2013, and PPL
Susquehanna received payments for its claimed costs for those periods. In exchange. PPL Susquehanna waived any claims
against the U.S. Government for costs paid or injuries sustained related tostoring spent nuclear fuel at the Susquehanna plant
through December 31, 2013. InJanuary 2014, PPL Susquchanna entered into a new agreement with the DOE to extend the
settlement agreement on the same termsas the prioragreement for an additional three years to the end of 2016.
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Energy Marketine

PPL EncrgyPlus sells ihecapacity and electricity produced by PPL Generation subsidiaries, and buys and sellspurchased
power, capacity, ancillary services, FTRs, natural gas, oil, uranium, emissionallowances and RECs in competitive wholesale
and competitive retail markets.

PPL EncrgyPlus transacts incompetitive retail energy markets, and buys and sellselectricity and natural gas supply, to meet
the diverse needs of business customers. PPL EnergyPlus sells retailelectricitysupply to business customers in Delaware,
the District of Columbia, Maryland, Montana, New Jersey, Ohioand Pennsylvania andsells retail natural gas supply to
business customers in Delaware, Maryland, New Jersey, and Pennsylvania. Thecompany alsooffers electricity supply to
select residential customers in Pennsylvania. Although retail energyrevenues continue to grow, the net margins related to
theseactivities arc not currentlya significant component of PPL EnergySupply's margins.

Within theconstraints of its hedging policy, PPL EnergyPlus actively manages its portfolios of energy andenergy-related
products to optimize their value and to limit exposure to price fluctuations. See Note 17 to the Financial Statements for more
information.

Competition

Since the early 1990s, there has been increased competition in U.S. energy markets becauseof federal and state competitive
market initiatives. Although some states, such as Pennsylvania and Montana, have created a competitive market for
electricity generation, other states continue to considerdifferent typesof regulatory initiatives concerning competition in the
power and gas industries. 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 lime,
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 recent 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, governmental mandates for new
generation, new market entrants, construction of new 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 IA. Risk Factors - Risks Related to Supply Segment", "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations - Overview" and Notes 13 and 17
to the Financial Statements for more informationconcerning the risks faced with respect to competitive energy markets.

Franchise and Licenses

Sec "Energy Marketing" above for a discussion of PPL EnergyPlus" licenses in various states. PPL EnergyPlus has a license
from the DOE to export electric energy to Canada. PPL EnergyPlus also has a permit from the National Energy Board of
Canada to export firm and interruptible energy from Canada to the U.S.

PPL Susquehanna operates Units I and 2 pursuant to NRC operating licen.ses 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
2018. See Note 8 to Financial Statements for additional information.

PPL Holtwood operates the Holtwood and Wallenpaupack hydroelectric generating plants pursuant to FERC-granted licenses
that expire in 2030 and 2045, respectively.
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• Other Corporate Functions (PPL)

PPL Services provides corporate functions such as financial, legal, supply chain, human resources and information
technologyservices. Most of PPL Services' costs are charged directly to the respective PPL subsidiaries for the services
provided or indirectly charged to applicable subsidiaries based on an average of thesubsidiaries' relative invested capital,
operation and maintenance expenses and number of employees.

Upon completion of the anticipated spinoffof PPL Energy Supply and any related transition services to Talen Energy, the
remaining corporate functions that would be provided by PPLServices would primarily be in support of PPL Electric. As a
result, a newly created centralized servicescompany has been formed, PPL EU Services, which will provide the majority of
corporate functions such as financial, supply chain, human resources and information technology services to PPL Electric.
Significant portions of the various corporate functions within PPL Services will be transferred to PPL EU Services during
2015 and 2016 as the transition services agreements with Talen Energy expire. Most of PPL EU Services' costs will be
charged directly to PPL Electric for the services provided, with limited amounts charged back to PPL Services and its
affiliates. PPLServices will continue to provide certain limited corporate functions, as the size of the organization is being
reduced from approximately 1,200 employees to less than 200 employees after the transition services withTalen Energyare
complete.

PPL Capital Funding, PPL's financing subsidiary, provides financing for the operations of PPL and certain subsidiaries.
PPL's growth in rate-regulated businesses provides the organization withan enhanced corporate level financing alternative,
through PPL Capital Funding, that further enables PPL to cost effectively support targeted credit profiles across all of PPL's
rated companies. As a result, PPL plans to further utilize PPL Capital Funding in future financings, in addition to continued
direct financing by the operating companies.

Unlike PPL Services and PPL EU Services, PPL Capital Funding's costs are not generally charged to PPL subsidiaries. Costs
are charged directly to PPL. However, PPL Capital Funding participated significantly in the financing for the acquisitions of
LKE and WPD Midlands and certain associated financingcosts were allocated to the Kentucky and U.K. Regulated
segments. The associated financing costs, as well as the financingcosts associated with prior issuances of certain other PPL
Capital Funding securities, have been assigned to the appropriate segments for purposes of PPL management's assessment of
segment performance. The financingcosts associated primarily with PPL Capital Funding's securities issuances in 2013 and
beyond, with certain exceptions including the remarkcling of the debt component of the 2010 and 201 I Equity Units, have
not been directly assigned or allocated to any segment.

See "Anticipated Spinoff of PPL Energy Supply" above for information on the expected reductions of $75 million in
corporate support costs in connection with the spinoff transaction.

(All Registrants)

SEASONAUTY

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, the retail load served and the terms of
contracts to purchase or sell electricity. See "Financial Condition - Environmental Matters" in "Item 7. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" for additional information
regarding climate change.

FINANCIAL CONDITION

See "Financial Condition" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results
of Operations" for this information.

CAPITAL EXPENDITURE REQUIREMENTS

See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures" in "Item 7.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" for information
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concerning projected capital expenditure requirements for 2015 through 2019. See Note 13 to the Financial Statements for
additional information concerning the potential impact on capital expenditures from environmental matters.

ENVIRONMENTAL MATTERS

The Registrants arc subject to certain existing and developing federal, regional, state and local laws and regulations with
respect to air and waterquality, land use and otherenvironmental matters. The EPA is in the process of proposing and
finalizing an unprecedented number of environmental regulations that will directlyaffect theelectricity industry. These
initiatives cover air, water and waste. See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash
- Capital Expenditures" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations" on projected environmental capital expenditures for the years 2015-2019. Also, see "Environmental Matters" in
Note 13 to the Financial Statements for additional information. To comply with environmental requirements, FPL's forecast
forenvironmental capital expenditures reflects a bestestimate projection of expenditures that may be required within the next
five years. Such projections arc $2.4 billion for PPL, including $2.2 billion for LKE ($1.1 billion each for LG&E and KU),
and $ 192 million for PPL Energy Supply. Actual costs (including capital, emissionallowance purchases and operational
modifications) may be significantly lower or higher depending on the final compliance requirements and market conditions.
PPL's and LKE's subsidiaries may also incur capital expenditures and operating expenses, which are not now determinable,
but could be significant. Mostenvironmental compliance costs incurred by LC&Eand KU arc subject to recovery through a
rate recovery mechanism. See Note 6 to the Financial Statements for additional information.

EMPLOYEE RELATIONS

At December 31. 2014, PPL and its subsidiaries had the following full-time employees.

PPL lincrgy Supply (a) 4.1.S6
PPLEIeclric 2.122
LKE

KU 949
LC&E 1.029
LKS I..S04
Tola! LKE t.482

PPL Global (primarily WP19) 6.473
PPL Service.^ and other 1.158
Total PPL 17.391

(a) Includes labor union employees of mechanical contracting subsidiaries, whose numbers tend to fluctuate due to the nature of this business.

At December 31. 2014, the breakdown of the total workforce that is represented by labor unions was:

Number of Employcc.s Percent oFTotuIWorkforce

PPL (a) 9.062 .52%

PPL Energy Supply 2.482 60%
PPL Electric 1.319 62%

LKE 8.55 25%
LG&E 714 69%
KU 141 1.5%

(a) Includes 4.076 employees of WPD who are nK*mbers of labor unions (or 63% of PPL's U.K. workforce). WPD recognizes four unions, the largest of
which represents 41% of its union workforce. WPD'sElectricityBusinessAgreement, whichcovers 4.001 unionemployees,may tx:anKnded by
agreement bictwecn WPD and the unions and can be terminated with 12 month:;'notice by either side.

See "Anticipated Spinoff of PPL Energy Supply" in Note 8 to the Financial Statements and "Labor Union Agreements" in
Note 13 to the Financial Statements for details on the elimination of approximately 430 domestic positions at PPL, PPL
Energy Supply and PPL Electric.

AVAILABLE INFORMATION

PPL's Internet website is www.pplwcb.com. Under the Investor heading of that website, PPL provides access to all SEC
filings of the Registrants (including annual reports on Form lO-K, quarterly reports on Form lO-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.scc.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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ITEM 1A. RISK FACTORS

The Rcgisiranis face various risks associated with their businesses. Our businesses, financial condition, cash flows or results
of operations could be materially adversely affected by any of these risks. In addition, this report also contains forward-
looking and other statements about our businesses that arc subject to numerous risks and uncertainties. See "Forward-
Looking Information," "Item 1. Business," "item 7. Combined Management's Discussion and Analysis of Financial Condition
and Results of Operations" and Note 13 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 IA., 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.

(PPL and PPL Energy Sufjply)

Risks Relating to Our Agreement to Spin off PPL Energy Supply and Form Talen Energy Corporation

The proposed spinoffof PPL Energy Supply and the combination with RJS Power are contingent upon the satisfaction of
a number ofconditions and may present situations that could have an adverse effect on us.

The proposed spinoff of PPL Energy Supply and the subsequent combination with RJS Power to form Talen Energy arc
complex transactions, subject to various conditions, and may be affected by unanticipated developments or changes in market
conditions. On November 5, 2014, Talen Energy filed a registration statement with the SEC containing detailed information
regarding Talen Energy. Completion of the proposed spinoff of PPL Energy Supply and subsequent combination wiih RJS
Power will be contingent upon a number of factors, including that (i) PPL receives a favorable legal opinion of tax counsel as
described below; (ii) the SEC declares effective Talen Energy's registration siaicmeni relating to registration of Talen Energy
common stock and no SEC slop order suspending effectiveness of the registration statement be in effect prior to the PPL
Energy Supply spinoff; (iii) the Talen Energy common stock be authorized for listing on the New York Stock Exchange;
(iv) certain regulatory approvals have been obtained, including approval by the NRC and the FERC, Hari-Scott-Rodino
clearance and certain approvals by the PUC and (v) there be, subject to certain conditions, at least $1 billion of undrawn
credit capacity under a revolving credit facility or similar facility available to Talen Energy and its subsidiaries (for purposes
of which any letters of credit or other credit support measures posted in connection with energy marketing and trading
transactions then outstanding shall not be considered as drawn against such facility). The spinoff and subsequent
combination may be terminated by mutual written consent of the parties or subject to certain other circumstances, including
the failure to complete these transactions by June 30, 2015 or, if the required regulatory approvals have not been obtained at
such time but the other conditions to the consummation of these transactions have been or are capable of being satisfied,
December 31, 2015. For these and other reasons, the spinoff and subsequent combination may not be completed on the terms
or within the expected timeframe, if at all.

If the proposed spinoffof PPL Energy Supply does not qualify as a tax-free distribution under Sections 355 and 368 of the
Internal Revenue Code of 1986, as amended (the "Code"), including as a result ofsubsequent acquisitions ofstock of
PPL or Talen Energy, then PPL and/or its shareowners may be required to pay substantial U.S. federal income taxes.

Among other requirements, the completion of the proposed spinoff of PPL Energy Supply and subsequent combination with
RJS Power is conditioned upon PPL's receipt of a legal opinion of tax counsel to the effect that the spinoff will qualify as a
reorganization pursuant to Section 368(a)( I)(D) and a tax-free distribution pursuant to Section 355 of the Code. Although
receipt of such legal opinion will satisfy a condition to completion of the spinoff and subsequent combination, that legal
opinion will not be binding on the IRS. Accordingly, the IRS may reach conclusions that are different from the conclusions
reached in such opinion. PPL is not aware of any facts or circumstances that would cause the factual statements or
representations on which the legal opinion will be based to be materially different from the facts at the lime of the spinoff. If,
notwithstanding the receipt of such opinion, the IRS were to determine the Distribution to be taxable, PPL would, and its
shareowners could, depending on their individual circumstances, recognize a tax liability that could be substantial. In
addition, notwithstanding the receipt of such opinion, if the IRS were to determine the Merger to be taxable, PPL
shareowners may, depending on their individual circumstances, recognize a tax liability that could be material.
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In aclcliiion, ihcspinoffwill be taxable to PPL pursuant to Section 355(e) of theCode if there is a 50%or greater change in
ownership (by vole or value) of cither PPL or Talen Energy, directly or indirectly, as part of a plan or series of related
transactions that include the spinoff. Because PPL'sshareowners will collectively own more than 50% of Talen Energy's
common stock following the spinoff and subsequent combination, the combination alone will not cause the spinoff to be
taxable to PPL under Section 355(e) of the Code. However, Section 355(e) of the Code might apply if acquisitions of stock
of PPL before or after the spinoff, or of Talen Energy after the combination, are considered to be part of a plan or seriesof
related transactions that include the spinoff. PPL is not aware of any such plan or series of transactions that include the
spinoff.

PPL may not be successful in realizing the full amount ofanticipated annual savings as a result ofthe proposed spinoffof
PPL Energy Supply.

In connection with the spinoff of PPL Energy Supply, and following any required transition services period, PPL is targeting
to reduce its annual corporate support costs by an estimated $185 million. This includes $110 million of corporate support
costs to be either eliminated or transferred to Talen Energy and $75 million of corporate support costs to be eliminated as a
result of workforce and other corporate cost reductions. If for any reason PPL cannot realize all or a significant portion of the
$75 million corporate cost savings it could have an adverse effect on PPL's cash flows and results of operations.

Risks related to our U.K. Segment

Our U.K. distribution business contributes more than 50% of PPL's total annual net income and exposes us to the
following additional risks related to operating outside the U.S., including risks associated with changes in U.K. laws and
regulations, taxes, economic conditions and political conditions and policies ofthe U.K. government and the European
Union. These risks may reduce the results ofoperations from our U.K. distribution business or affect our ability to access
U.K. revenues for payment ofdistributions orfor other corporate purposes in the U.S.

• changes in laws or regulations relating to U.K. operations, including rate regulations, operational performance and 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;
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;
changes in U.S. tax law applicable to taxation of foreign earnings; and
compliance with U.S. foreign corrupt practices laws.

Weare subject to increasedforeign currency exchange rate risks because a majority ofour cash flows and reported
earnings are currently 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 our strategy to hedge against such changes, 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 to PPL or
used for repayments of intercompany loans or other general corporate purposes. In addition, PPL's 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.

Our U.K. delivery business is subject to risks with respect to rate regulation and operational performance.

Our U.K. delivery businesses are rate-regulated and operate under an incentive-based regulatory framework. Managing
operational risk is critical to the U.K. Regulated segment's financial performance. Disruption to these distribution networks
could reduce profitability both directly by incurring costs for network restoration and also through the system of penalties and
rewards that Ofgem administers relating to customer service levels.
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Afailure byany ofour U.K. regulated businesses to comply with the terms of a distribution license may lead to the
issuance ofan enforcement order by Ofgem that could have an adverse impact on PPL

Ofgem has powers lo levy fines of up to ten percent of revenue for any breach of a distribution license or, in certain
circumstances, such as insolvency, the distribution license itself may be revoked. Ofgem also has formal powers lo propose
modifications to each distribution license and there can 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 busines.ses
and PPL.

(PPL PPL Energy Supply and LKE)

Risk Related to Registrant Holding Companies

PPL's, PPL Energy Supply's and LKE's cash flows and ability to meet their obligations with respect to indebtedness and
under guarantees, and PPL's ability to pay dividends, largely depends on the financial performance of their subsidiaries
and, as a result, is effectivelysubordinated to all existing andfuture liabilities of those subsidiaries.

PPL, PPL Energy Supply and LKE are holding companies and conduct their operations primarily through subsidiaries.
Substantially all of the consolidated assets of these Registrants are held by their subsidiaries. Accordingly, these Registrants'
cash flows and ability to meet debt and guaranty obligations, as well as PPL's 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, advances or repayment of loans and advances. The subsidiaries are separate and distinct legal entities
and have no obligation to pay dividends or distributions to their parents or to make funds available for such a payment. The
ability of the Registrants' subsidiaries to pay dividends or distributions in the future will depend on the subsidiaries' future
earnings and ca.sh 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
requirementsof state corporate law applicable to payment of dividends and distributions, and regulatory requirements,
including restrictions on the ability of PPL Electric, LC&E and KU to pay dividends under Section 305(a) of the Federal
Power Act.

Because PPL, PPL Energy Supply and LKE are holding companies, their debt and guaranty obligations are effectively
subordinated to all existing and future liabilities of their subsidiaries. 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. 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 a.sscis 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. 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.

(All Registrants e.xcept PPL Energy Supply)

Risks Related to Domestic Regulated Utility Operations

Our domestic regulated utility businesses face many of the same risks, in addition to those risks that are unique to each of 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 the 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 and
existing rates may be challenged.

The rates we charge our utility customers must be approved by one or more federal or state regulatory commissions,
including the FERC, KPSC, VSCC, TRA and PUC. Although rate regulation is generally prcmi.sed on the recovery of
prudently incurred costs and a reasonable rale of return on invested capital, there can be no assurance that 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.
Federal or state agencies, intcrveners and other permitted parties may challenge our rate requests, and ultimately reduce, alter
or limit our current rates or future rates we seek. Although 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
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atanygiventime.Ourdomesticregulatedutilitybusinessesaresubjecttosubstantialcapitalexpenditurerequirementsover
thenextseveralyears,whichwilllikelyrequirerateincreaserequeststotheregulators.Ifourcostsarenotadequately
recoveredthroughrates,itcouldhaveanadverseeffectonourbusiness,resultsofoperations,cashflowsandfinancial
condition.

Ourdomesticutilitybusinessesaresubjecttosignificantandcomplexgovernmentalregulation.

Inadditiontoregulatingtherateswccharge,variousfederalandstateregulatoryauthoritiesregulatemanyaspectsofour
domesticutilityoperations,including:

thetermsandconditionsofourserviceandoperations;
financialandcapitalstructurematters;
siting,constructionandoperationoffacilities;
mandatoryreliabilityandsafetystandardsundertheEnergyPolicyActof2005andotherstandardsofconduct;
accounting,depreciationandcostallocationmethodologies;
taxmatters;

affiliatetransactions;

acquisitionanddisposalofutilityassetsandissuanceofsecurities;and
variousothermatters,includingenergyefficiency.

Suchregulationsorchangestheretomaysubjectustohigheroperatingcostsorincreasedcapitalexpendituresandfailureto
complycouldresultinsanctionsorpossiblepenaltieswhichmaynotberecoverablefromcustomers.

Changesintransmissionandwholesalepowermarketstructurescouldincreasecostsorreducerevenues.

Wholesalerevenuesfluctuatewithregionaldemand,fuelpricesandcontractedcapacity.Changestotransmissionand
wholesalepowermarketstructuresandpricesmayoccurinthefuture,arenotpredictableandmayresultinunforeseen
effectsonenergypurchasesandsales,transmissionandrelatedcostsorrevenues.Thesecanincludecommercialor
regulatorychangesaffectingpowerpools,exchangesormarketsinwhichourdomesticutilitiesparticipate.

Ourdomesticregulatedbusinessesundertakesignificantcapitalprojectsandtheseactivitiesaresubjecttounforeseen
costs,delaysorfailures,aswellasriskofinadequaterecoveryofresultingcosts.

Thedomesticregulatedutilitybusinessesarecapitalintensiveandrequiresignificantinvestmentsinenergygeneration(inthe
caseofLG&EandKU)andtransmission,distributionandotherinfrastructureprojects,suchasprojectsforenvironmental
complianceandsystemreliability.Thecompletionoftheseprojectswithoutdelaysorcostoverrunsissubjecttorisksin
manyareas,including:

approval,licensingandpermitting;
landacquisitionandtheavailabilityofsuitableland;
skilledlabororequipmentshortages;
constructionproblemsordelays,includingdisputeswiththird-partyintervenors;
increasesincommoditypricesorlaborrates;
contractorperformance;
environmentalconsiderationsandregulations;
weatherandgeologicalissues;and
political,laborandregulatorydevelopments.

Failuretocompleteourcapitalprojectsonscheduleoronbudget,oratall,couldadverselyaffectourfinancialperformance,
operationsandfuturegrowthifsuchexpendituresarenotgrantedraterecoverybyourregulators.

Wearesubjecttotheriskthatourworkforceanditsknowledgebasemaybecomedepletedincomingyears.

PPLisexperiencinganincreaseinattritiondueprimarilytothenumberofretiringemployees,withtheriskthatcritical
knowledgewillbelostandthatitmaybedifficulttoreplacedepartedpersonnelduetoadecliningtrendinthenumberof
availableskilledworkersandanincreaseincompetitionforsuchworkers.
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Risks Specific to Kentucky Regulated Segment

{PPL LKE. LC&Eand KU)

The costs ofcompliance with, and liabilities under, environmental laws are significant and are subject to continuing
changes.

Exlcnsivc federal, stale and local environmental laws and regulations arc applicable to LG&E's and KU's 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 cannot be predicted but could be material. In addition, our
costs may increase significantly if the requirements or scope of environmental laws, regulations or similar rules are expanded
or changed. Costs may take the form of increased capital expenditures or operating and maintenance expenses, monetary
fines, penalties or forfeitures, operations changes, permit limitations or other restrictions. At some of our older generating
facilities it may be uneconomic for us to install necessary pollution control equipment, which could cause us to retire those
units. Market prices for energy and capacity also affect this cost-effectiveness analysis. 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.

Ongoing changes in environmental regulations or their implementation requirements and our related compliance
strategies entail a number of uncertainties.

The environmental standards governing LG&E's and KU's businesses, particularly as applicable to coal-fired generation and
related activities, continue to be subject to uncertainties due to ongoing ruleniakings and other regulatory developments,
legislative activities and litigation. 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, delayed or incomplete rate recovery or increased costs of implementation.

Risks Specific to Pennsylvania Regulated Segment

(PPL and PPL Electric)

Weplan to selectively pursue growth of transmission and distribution capacity, which involves a number of uncertainties
and may not achieve the desiredfinancial results.

We plan to pursue expansion of our transmission and distribution capacity over the next several years. We plan to do this
through the potential construction or acquisition of transmission and distribution projects and capital investments to upgrade
transmission and distribution infrastructure. These types of projects involve numerous risks. With respect to 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 whether 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 acquired project
would likely be contingent, among other things, upon the negotiation of satisfactory construction contracts, obtaining
acceptable financing 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.

Weface competition for transmission projects, which could adversely affect our rate base growth

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 planning
activities. The PPL Electric transmission business, operating under a FERC-approvcd PJM Open Access Transmission Tariff
(OATT), is subject to competition pursuant to FERC Order 1000 from entities that are not incumbent PJM transmission
owners with respect to the construction and ownership of transmission facilities within PJM. Increased competition can
result in lower rate base growth.
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We couldbesubjectto higher costsandlorpenalties related to Pennsylvania Conservation and EnergyEfficiency
Programs.

PPLElectric is subject to Act 129 which contains requirements forenergy efficiency and conservation programs and for the
use of smart metering technology, imposes PLRelectricity supply procurement rules, provides remedies for market
misconduct, and made changes to theexisting AEPS. The law also requires electric utilities to meet specified goals for
reduction in customerelectricityusage and peakdemand. Utilities not meeting these Act 129requirements are subject to
significant penalties that cannot be recovered in rates. Numerous factors outside of ourcontrol could prevent compliance
with these requirements and result in penalties to us.

Risks Related to Supply Segment

{PPL and PPL Energy Supply)

We face intense competition in the competitivepower generation market, which may adversely affect our ability to operate
profitably and generate positive cash flow.

Our generation business is dependent on our ability to operate successfully in a competitive environment and is not assured
of any rate of return on capital investments through a regulated rate structure. Competition is affected 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 affect our ability to sell electricity and related products and services, as well as the prices that we receive 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 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,
reliability and availability. We believe that the commencement of commercial operation of newelectricitygenerating
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 electricity and capacity prices.

We also face competition in the wholesale markets for generation capacityand 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, ISOs and RTOs. We also
compete against otherenergy marketers on the basisof relative financial condition and access to credit sources,and our
competitors may have greater financial resources than we have.

Competitors in the wholesale power markets in which PPL Generation subsidiaries and PPLEnergyPlus operate include
regulated utilities, industrial companies, non-utility generators, competitive subsidiaries of regulated utilities and financial
institutions.

We are exposedto operational, price and credit risks associated withselling and marketing products in the wholesale and
retail electricity markets.

We purchase and sell electricity in wholesale markets under market-based rates throughout the U.S. andalsoenter intoshort-
term agreements to market available electricity and capacity from ourgeneration assets with the expectation of profiling from
market price fluctuations. If we are unable to deliver firm capacityand electricity under theseagreements, we could be
required to pay damages. These damages would generally be basedon the difference between the market price to acquire
replacement capacity or electricity and thecontract price of any undelivered capacity or electricity. Depending on price
volatility in the wholesale electricity markets, such damagescould 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 andelectricity.

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 thecontract prices inexcess of certain pre-determined amounts. We
currently believe that we have sufficient liquidity to fulfill our potential collateral obligations under these powercontracts.
However, our obligation to post collateral could exceed theamount of our facilities or our ability to increase our facilities
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could be limited by financial markets or other factors. See Note 7 to the Financial Statements for a discussion of credit
facilities.

We also face credit risk that counterparties 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 inception of the 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 prc-delermincd amounts. However, there can be no assurance
that we will avoid counterparty nonpcrformance 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.

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 capacity
and related congestion charges and other costs. Unlike most commodities, the limited ability to store electricity requires that
it must be consumed at the lime of production. As a result, wholesale market prices for electricity may fluctuate substantially
over relatively short time periods and can be unpredictable. Among the factors that influence such prices are:

• demand for electricity;
• supply of electricity available from current or new generation resources;
• variable production costs, primarily fuel (and associated 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 affecting demand for or the price of electricity or the facilities necessary to deliver

electricity.

Our risk management policy and programs relating to electricity andfuel prices, interest rates and counterparty credit and
non-performance risks may not work as planned, and we may suffer economic losses despite such programs.

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 reporting of various risk management metrics. Nonetheless, our
risk management programs may not work as planned. For example, actual electricity and fuel prices may be significantly
different or more volatile than the historical trends and assumptions upon which we based our risk management calculations.
Additionally, unforeseen market disruptions could decrease market depth and liquidity, negatively impacting our ability to
enter into new transactions. We enter into financial 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
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 financial position.

In addition, our trading, marketing and hedging activities are exposed to counterparty 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 financial results could be adversely affected.

Wedo not always hedge against risks associated with electricity andfuel price 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 financial 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
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from commodity price risk. To the extent we do not hedge against commodity price risk and applicable commodity prices
change in ways that would be adverse to us, our results of operations and financial position may be adversely affected. To
the extent we do hedge against commodity price risk, those hedges may not ultimately prove to be effective.

The accountingfor our hedging activities may increase the volatility in our quarterly and annualfinancial results.

We engage in commodity-related marketing and price-risk management activities in order to physically and financially hedge
our exposure to market risk with respect to electricity sales from our generation assets, fuel utilized by those assets and
emission allowances.

We generally attempt to balance our fixed-price physical and financial purchases and sales commitments in terms of contract
volumes and the liming of performance and delivery obligations through the use of financial and physical derivative
contracts. These derivatives are recorded on the balance sheet at fair value with changes in the fair value resulting from
fluctuations in the underlying commodity prices immediately recognized in earnings, unless the derivative qualifies for cash
flow hedge accounting treatment or the NPNS exception. Whether a derivative qualifies for cash flow hedge accounting
treatment depends upon it meeting specific criteria used to determine if the cash flow hedge is and will remain appropriate for
the term of the derivative. Specific criteria are also required in order to elect the NPNS exception, which permits qualifying
hedges to be treated under the accrual accounting method. All economic hedges may not necessarily qualify for cash flow
hedge accounting treatment or the NPNS exception, or we may elect not to utilize cash flow hedge accounting or the NPNS
exception. As a result, our quarterly and annual results are subject to significant fluctuations caused by changes in market
prices.

Changes in technology may negatively impact the value ofour power plants.

A 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 supply electricity, most notably fuel
cells, micro turbines, batteries, 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 alternative generation 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.

The full-requirements sales contracts that PPL EnergyPlus is awarded do not provide for specific levels of load and actual
load significantly below or above ourforecasts could adversely affect our energy margins.

We generally hedge our full-requirements sales contracts with our own generation or energy purchases from third parties. 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 full-requirements sales 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 with our forecasts
could have a material adverse effect on our results of operations and financial position.

We may experience disruptions in ourfuel supply, which could adversely affect our ability to operate our generation
facilities.

We purchase fuel and other products consumed during the production of electricity (such as coal, natural gas, oil, water,
uranium, lime, limestone and other chemicals) from a number of suppliers. Delivery of these fuels to our facilities is
dependent upon the continuing financial viability of contractual counterparties as well as the infrastructure (including rail
lines, rail cars, barge facilities, roadways, riverways and natural gas pipelines) available to serve each generation facility. As
a result, we are subject to the risks of disruptions or curtailments in the production of power at our generation facilities if fuel
is unavailable at any price or if a counterparty fails to perform or if there is a disruption in the fuel delivery infrastructure.
Disruption in the delivery of fuel, including disruptions as a result of weather, transportation difficulties, global demand and
supply dynamics, labor relations, environmental regulations or the financial viability of our fuel suppliers, could adversely
affect our ability to operate our facilities, which could result in lower sales and/or higher costs and thereby adversely affect
our results of operations.
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Unforeseen changes in the price ofcoal and natural gas could cause us to incur excess coal inventories and contract
termination costs.

Exlraordinarily low natural gas prices could cause 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 faeilities. In addition, we may incur costs to terminate supply contracts for coal in excess of our generating
requirements.

If the services provided by the transmission facilities that deliver the wholesale powerfrom our generation facilities are
inadequate, our ability to sell and deliver wholesale power may be materially adversely affected. Furthermore, any
changes in the structure and operation of, or the various pricing limitations imposed by, the RTOs and ISOs that operate
these transmission facilities may adversely affect the profitability ofour generation facilities.

We do not own or eontrol the transmission facilities required to sell the wholesale power from our generation facilities. If the
transmission service from these facilities is unavailable or disrupted, or if the transmission capacity infrastructure is
inadequate, our ability to sell and deliver wholesale power may be materially adversely affected. RTOs and ISOs provide
transmission services, administer transparent and competitive power markets and maintain system reliability. Many of these
RTOs and ISOs operate in the real-time and day ahead markets in which we sell energy. The RTOs and ISOs that oversee
most of the wholesale power markets impose, and in the future may continue to impose, offer caps and other mechanisms to
guard against the potential exercise of market power in these markets as well as price limitations. These types of price
limitations and other regulatory mechanisms may adversely affect the profitability of our generation facilities that sell energy
and capacity into the wholesale power markets. Problems or delays that may arise in the formation and operation of maturing
RTOs and similar market structures, or changes in geographic scope, rules or market operations of existing RTOs, may also
affect our ability to sell, the prices we receive or the cost to transmit power produced by our generating facilities. Rules
governing the various regional power markets may also change from time to time, which could affect our costs or revenues.
As a result, our financial condition, results of operations and cash flows may be materially adversely affected.

The FERC has issued regulations that require wholesale electricity transmission services to be offered on an open-access,
non-discriininatory 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 cannot 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.

Because our generation facilities are part of interconnected regional grids, weface the risk of blackout due to a disruption
on a neighboring interconnected system.

Major electric power blackouts are possible and have occurred, which could disrupt electrical service for extended periods of
time. If a blackout were to occur, the impact could result in interruptions to our operations, increased costs to replace
existing contractual obligations, the possibility of regulatory investigations and potential operational risks to our facilities.
Additionally, in response to the blackout, there could be changes or developments in applicable regulations or market
structures that could have longer-term impact on our business and results of operations.

Despitefederal and state deregulation initiatives, our generation business is still subject to extensive regulation, which
may increase our costs, reduce our revenues, or prevent or delay operation ofourfacilities.

Our generation subsidiaries sell electricity into the wholesale market. Generally, our generation subsidiaries and our
marketing subsidiaries arc 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 modify 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. Sec "Regulatory Issues - FERC Market-Based Rate Authority" in Note 13 to the Financial
Statements for information regarding recent court decisions that could impact the FERC's market-based rate authority
program.
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In addilion, the acquisition, construction, ownership and operation of electricitygeneration facilities require numerous
permits, approvals, licenses andcertificates from federal, stateand local governmental agencies. We may notbe able to
obtain or maintain all required regulatory approvals. If there is a delay in obtaining any required regulatory approvalsor if
we fail to obtain or maintain any required approval or fail to comply withany 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.

Our co^is to comply with existing and newenvironmental and related workerhealth and safety laws are expectedto
continue to be significant, and we plan to incur significant capital expendituresfor pollution control improvements that
could adversely affect our profitabilityand liquidity or cause the continued operation of certain generation facilities to be
uneconomic.

Our business is subject to extensive federal, state and local statutes, rulesand regulations relating to environmental protection
and worker health and safety. Numerous governmental authorities, such as the EPA and analogous state agencies, have the
power to enforce compliance with these laws and regulations and the permits issued under them, oftentimes requiring
difficult and costly response actions. These laws and regulations may impose numerous obligations that are applicable to our
operations, including the acquisition of permits to conduct regulated activities, the incurrence of capital or operating
expenditures to limit or prevent releases of hazardous materials from our operations, the imposition of specific standards
addressing worker protection, and the imposition of substantial liabilities and remedial obligations for pollution or
contamination resulting from our operations. 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 amounts in the future on
environmental control and compliance. Failure to comply with these laws, regulations and permits may result in joint and
several, strict liability for administrative, civil and/or criminal penalties, the imposition of remedial obligations, and the
issuance of injunctions limiting or preventing some or all of our operations. Private parties may also have the right to pursue
legal actions to enforce compliance, as well as to seek damages for non-compliance, with environmental laws, regulations
and permits or for personal injury or property damage.

Our operations also pose risks of environmental liability due to leakage, migration, releases or spills of hazardous substances
to surface or subsurface soils, surface water or groundwater. Certain environmental laws impose strict as well as joint and
several liability (that could result in an entity paying more than its fair share) for costs required to remediate and restore sites
where hazardous substances, hydrocarbons, or solid wastes have been stored or released. We may be required to remediate
contaminated properties currently or formerly owned or operated by us or facilities of third parties that received waste
generated by our operations regardless of whether such contamination resulted from the conductof others or from
consequences of our own actions that were in compliance with all applicable laws at the time those actions were taken. In
addition, claims for damages to persons or property, including natural resources, may result from the environmental, health
and safety impacts of our operations.

The trend of more expansive and stringent environmental legislation and regulations applied to the power generation industry
could continue, resulting in increased costs of doing business and consequently affecting profitability. Many states and
environmental groups have challenged certain federal laws and regulations relating to air emissions, water discharge and
intake requirements, and management of CCRs as not being sufficiently strict. As a result, state and federal regulations have
been proposed or adopted that would impose more stringent restrictions, which could require us to significantly increase
capital and operating expenditures for additional environmental controls. At some of our older generating facilities it may be
uneconomic for us to install necessaryenvironmental controls to comply with new or proposed regulations, which could
cause us to retire those units.

We may not beable to obtain or maintain all environmental regulatory approvals necessary for our planned capital projects
which are necessary toour 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 facilitiescould be halted, reduced or
subjected to additional costs.

We are subjectto certain risksassociatedwith nuclear generation, includingthe risk that our Susquehanna nuclear plant
could becomesubject to increased security or safety requirements that wouldincrease capital and operating expenditures,
uncertainties regardingspent nuclearfuel, and uncertaintiesassociatedwith decommissioning our plant at the end of its
licensed life.

Nuclear generation accounted forabout 32% of PPL Energy Supply's2014 competitive powergeneration output. The risks
of nuclear generation generally include;
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• the potential harmful effects on the environment 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 financial 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 19 to the Financial Statements
for additional information on the ARO related to the decommissioning.

The NRC has broad authority under federal law to impose licensing requirements, including security, safely and employee-
related requirements for the operation of nuclear generation facilities. In the event of noncompliance, the NRC has authority
to impose fines 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 safely requirements promulgated by the NRC, particularly in response to the
2011 incident in Fukushima, Japan, could necessitate substantial capital or operating expenditures at our Susquehanna
nuclear plant. There also remains substantial uncertainty regarding the temporary storage and permanent disposal of spent
nuclear fuel, which could result in substantial additional costs to us that cannot be predicted. In addition, although we have
no reason to anticipate a serious nuclear incident at our Susquehanna nuclear 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
financial condition. Sec Note 13 to the Financial Statements for a discussion of nuclear insurance.

y/e plan to optimize our competitive power generation operations, which involves a number of uncertainties and may not
achieve the desiredfinancial results.

We plan to optimize our competitive power generation operations. We plan to do this through the construction of new power
plants or modification of existing power plants, and the potential closure of certain existing plants and acquisition of plants
that may become available for sale. These types of projects involve numerous risks. Any planned power plant modifications
could result in cost overruns, reduced plant efficiency and higher operating and other costs. With respect to the construction
of new plants or modification of existing plants, we may be required to expend significant sums for preliminaryengineering,
permitting, resource exploration, legal and other expenses before it can be established whether a project is feasible,
economically attractive or capable of being financed. The success of both a new or acquired project would likely be
contingent, among other things, upon obtaining acceptable financing 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 unable to operate any new or
modified plants as efficiently as projected, which could result in higher than projected operating and other costs and reduced
earnings.

Risks Related to All Segments

(All Registrants)

The operation ofour businesses is subject to cyber-based security and integrity risk.

Numerous functions affecting the efficient operation of our businesses are dependent on the secure and reliable storage,
processing and communication of electronic data and the use of sophisticated computer hardware and software systems. The
operation of our generation plants, including the Susquehanna nuclear plant, and of our energy and fuel trading businesses, as
well as our transmission and distribution operations arc 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 sensitive
customer information lost or stolen, causing us to incur significant losses of revenues, other substantial liabilities and
damages, costs to replace or repair damaged equipment and damages to our reputation.

Adverse economic conditions could adversely affect ourfinancial condition and results ofoperations.

Adverse economic conditions and the declines in wholesale energy prices, partially resulting from adverse economic
conditions, have significantly impacted our earnings. The breadth and depth of these negative economic conditions had a
wide-ranging impact on the U.S. business environment, including our businesses. In addition, adverse economic conditions
also reduce the demand for electricity and natural gas and/or reduce our customers' ability to pay their bills. 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
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markets in general, further impacting our energy marketing results. In general, economic and commodity market conditions
will continue to impact our unhedged future energy margins, utility profits, liquidity, earnings growth and overall financial
condition.

Increases in electricity prices and/or a weak economy, can lead to changes in legislative and regulatory policy, including
the promotion ofenergy efficiency, conservation and self-generation, which may adversely impact our business.

Energy consumption is significantly impacted by overall levels of economic activity and costs of energy supplies. Economic
downturns or periods of high energy supply costs can lead to changes in or the development of legislative and regulatory
policy designed to promote reductions in energy consumption and increased energy efficiency and self-generation by
customers. This focus on conservation, energy efficiency and self-generation may result in a decline in electricity demand,
which could in turn adversely affect our business.

A downgrade in our credit ratings could negatively affect our ability to access capital and increase the cost of maintaining
our creditfacilities and any new debt.

Credit ratings assigned by Moody's and S&P to our businesses and their financial obligations have a significant impact on the
cost of capital incurred by our businesses. A ratings downgrade could increase our short-term borrowing costs and
negatively affect our ability to fund liquidity needs and access new long-term debt at acceptable interest rates. Sec "Item 7.
Combined 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 financial impact of a downgrade in our
credit ratings.

Disruption in financial markets could adversely affect ourfinancial condition and results ofoperations.

Our businesses are heavily dependent on credit and access to capital, among other things, for financing capital expenditures
and providing collateral to support hedging in our energy marketing business. Regulations under the Dodd-Frank Act in the
U.S. and Basel MI in Europe may impose costly additional 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.

We could be negatively affected by rising interest rates, downgrades to our credit ratings, adverse credit market conditions
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 rates, 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 availability of credit.

Our operating revenues couldfluctuate on a seasonal basis, especially as a result of extreme weather conditions.

Our businesses arc subject to seasonal demand cycles. For example, in some markets demand for, and market prices of,
electricity peak during hot summer months, while in other markets such peaks occur in cold winter months. As a result, our
overall operating results may fluctuate substantially on a seasonal basis if weather conditions such as heal 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 well as by significant man-made or
accidental disturbances, including terrorism or natural disa.sters.

Weather and these other factors can significantly affect our profitaibility or operations by causing outages, damaging
infrastructure and requiring significant repair costs. Storm outages and damage often directly decrease revenues and increase
expenses, due to reduced usage and restoration costs.

Our busines.ses are subject to physical, market and economic risks relating to potential effects of climate change.

Climate change may produce changes in weather or other environmental conditions, including temperature or precipitation
levels, and thus may impact consumer demand for electricity. In addition, the potential physical effects of climate change,
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such as increased frequency and severity of storms, noods, and other climatic events, could disrupt our operations and cause
us to incur significant costs in preparing for or responding to these effects. 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
electricity, 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 by consumers' preferences or market
factors favoring energy efficiency, low-carbon power sources or reduced electricity usage.

We cannot predict the outcome of the legal proceedings and investigations currently being conducted with respect to our
current and past business activities. An adverse determination could have a material adverse effect on ourfinancial
condition, results ofoperations or cash flows.

We are involved in legal proceedings, claims and litigation and subject to ongoing state and federal investigations arising out
of our business operations, the most significant of which are summarized in "Federal Matters" in Note 6 and "Legal Matters,"
"Regulatory Issues" and "Environmental Matters - Domestic" in Note 13 to the Financial Statements. We cannot predict the
ultimate outcome of thc.se matters, nor can we reasonablyestimate the costs or liabilities that could potentially result from a
negative outcome in each case.

Significant increases in our operation and maintenance expenses, including health care and pension costs, could
adversely affect ourfuture earnings and liquidity.

We continually focus on limiting and reducing our operation and maintenanceexpenses. However, we expect to continue to
face increa.scd cost pressures in our operations. Increased costs of materials and labor may result from general inflation,
increased regulatory requirements (especially in respect of environmental regulations), the need for higher-cost expertise in
the workforce or other factors. In addition, pursuant to collective bargaining agreements, we are contractually committed to
provide specified levelsof health care and pension benefits to certain current employees and retirees. We provide a similar
level of benefits to our managementemployees. 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 defined
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 rales, 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 fund these benefits could increase significantly.

We may be required to record impairment charges in the future for certain ofour investments, which could adversely
affect our earnings.

Under GAAP, we are required to test our recorded goodwill and indefinite-lived intangible assets for impairment on an
annual basis, or more frequently if events or circumstances indicate that these assets may be impaired. Although no
impairments were recorded based on our annual review in the fourth quarter of 2014, we arc unable to predict whether future
impairment charges may be necessary.

We also review our long-lived tangible and finite-lived intangible assets, including equity investments, for impairment when
events or circumstances indicate that the carrying value of these assets may not be recoverable. Sec Notes I and l6tothe
Financial Statements for additional information on impairment charges taken and analysis performed during the reporting
periods. We are unable to predict whether impairment charges, or other losses on sales of other assets or businesses, may
occur in future years.

Wemay incur liabilities in connection with discontinued operations.

In connection with various divestitures, and certain other transactions, we have indemnified or guaranteed parties against
certain liabilities. 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 a 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. See
"Guarantees and Other Assurances" in Note 13 to the Financial Statements.
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Weare subject to liability risks relating to our generation, transmission and distribution operations.

The conduct of our physical and commercial operations subjects us to many risks, including risks of potential physical injury,
properly 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 ourfinancial performance.

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.

We are subject to risks associated withfederal and state tax laws and regulations.

Changes in tax law as well as the inherent difficulty in quantifying 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, gross receipts and franchise, 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 lax 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 our results of
operations and cash flows.

We are required to obtain, and to comply with, government permits and approvals.

We are required to obtain, and to comply with, numerous permits, approvals, licenses and certificates from federal, stale and
local governmental agencies. The process of obtaining and renewing necessary permits can be lengthy and complex and can
sometimes result in the establishment of permit conditions that make the project or activity for which the permit was sought
unprofitable or otherwise unattractive. In addition, such permits or approvals may be subject to denial, revocation or
modification under various circumstances. Failure to obtain or comply with the conditions of permits or approvals, or failure
to comply with any applicable laws or regulations, may result in the delay or temporary suspension of our operations and
electricity sales or the curtailment of our power delivery and may subject us to penalties and other sanctions. Although
various regulators routinely renew existing licenses, renewal could be denied or jeopardized by various factors, including
failure to provide adequate financial assurance for closure; failure to comply with environmental, health and safety laws and
regulations or permit conditions; local community, political or other opposition; and executive, legislative or regulatory
action.

Our cost or inability to obtain and comply with the permits and approvals required for our operations could have a material
adverse effect on our operations and cash flows. In addition, new environmental legislation or regulations, if enacted, or
changed interpretations of existing laws may elicit claims that historical routine modification activities at our facilities
violated applicable laws and regulations. In addition to the possible imposition of fines in such cases, we may be required to
undertake significant capital investments in pollution control technology and obtain additional operating permits or
approvals, which could have an adverse impact on our business, results of operations, cash flows and financial condition.

War, other armed conflicts or terrorist attacks could have a material adverse effect on our business.

War, terrorist attacks and unrest have caused and may continue to cause instability in the world's financial and commercial
markets and have contributed to high levels of volatility in prices for oil and gas. Instability and unrest in the Middle East,
Afghanistan, Ukraine and Iraq, as well as threats of war or other armed conflict elsewhere, may cause further disruption to
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financial and commercial markets and contribute to even higher levels of volatility in prices for oil and gas. In addition,
unrest in the Middle East, Afghanistan, Ukraine and Iraq could lead to acts of terrorism in the United States or elsewhere, and
acts of terrorism could be directed against companies such as ours. Armed conflicts and terrorism and their effects on us or
our markets may significantly affect our business and results of operations in the future. In addition, we may incur increased
costs for security, including additional physical plant security and security personnel or additional capability following a
terrorist incident.

ITEM IB. 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

U.K. Regulated Segment (PPL)

For a description of WPD's service territory, sec "Item I. Business - General - Segment Information - U.K. Regulated
Segment." WPD has electric distribution lines in public streets and highways pursuant to legislation and rights-of-way
secured from property owners. At December 31, 2014, WPD's distribution system in the U.K. includes 1,624 substations
with a total capacity of 68 million kVA, 56,882 circuit miles of overhead lines and 80,672 underground cable miles.

Kentucky Regulated Segment {PPL LKE. LG&E and KU)

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 capacity of generation 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. The electric generating capacity at December 31, 2014 was:

LKE LG&E KU

Tout! MW Ownership or Ownership or Ownership or
Capacity Lease Interest Lcu.sc Interest Lca.sc inlcrc.st

I'rimarv Fuel/Plant Summer inMW % Ownership in MW % Ownership in MW

Coul

Ghcm - Units 1- 4 1.932 1.9.32 100.00 1.932

Mill Creek - Units 1-4 1.472 1.472 100.00 1.472

E.W. Hrown - Unit.s 1-3 682 682 100.00 682

Cane Run - Units 4 - 6 563 563 100.00 563

Trimble County - Unit 1 (a) 511 383 75.00 383

Trimble County - Unit 2 (a) 732 .549 14.25 104 60.75 445

Green River - Units 3- 4 161 161 100.00 161

OVEC-Clifty Creek (b) 1.164 95 5.63 66 2..50 29

OVEC • Kygcr Creek (b) 956 78 5.63 .54 2..50 24

8.173 5.915 2.642 3.273

Natural Ca.<i/Oil
E.W. Brown Unit .5 (c) 134 134 53.00 71 47.00 63

E.W. Brown Units6-7(d) 292 38.00 III 62.00 181

E.W. Brown Units 8 - 11 (c) 484 484 100.00 484

Trimble County Units .5• 6 314 314 29.00 91 71.00 223

Trimble County Units 7 - 10 628 628 37.00 232 63.00 396

Paddy's Run Units 11 - 12 35 35 100.00 35

Paddy's Run Unit 13 147 147 .53.00 78 47.00 69

Hacfling • Units 1 • 2 24 24 100.00 24

Zom Unit 14 14 100.00 14

Cane Run Unit 11 14 14 100.00 14

2.086 2.086 646 1.440

Hydro
Ohio Fails • Units 1-8 .54 54 100.00 .54

Dix Dam • Units 1-3 32 32 100.00 32

86 86 54 32

Total 10.345 8.087 3..342 4.745

(a) TrimbleCoutuy Unil 1and TrimbleCounty Unit 2 arc jointly owned with IllinoisMunicipal ElectricAgencyand Indiana Municipal PowerAgency.
Eachowner is entitled to its proportionate share of the units' total output and funds its pro|K)rtionate share of capital, fuel and other operatingcost.s.
Sec Note 12 to the Financial Statements for additional information.

(b) This unit is ownedby OVEC. LC&E and KUhave a power purchaseagreement that entitles LG&Eand KUto their proportionate.share of the unit's
total output and LG&Eand KU fund their proportiorctte share of fuel and other operatingcosts. Clifty Creek is locatedin Indianaand KygerCreek is
located in Ohio. Sec Note 13 to the Financial Statements for additional information.

(c) There is an inlet air coolingsystem attributable to theseunits. This inlet air cooling system is notjointly owned; however, it is used to increase
production on the units to which it relates, resultingin an additional 10 MWof capacity for LG&Eand an additional88 MW of capacity for KU.

(d) Includes a sale-leaseback interest through December2017on twocombustion turbines. LG&Eand KUprovidedfunds to fullydefease the leitse
includingthe purchase price for the period up to the exercisedate of an early purchaseoption contained in the lease. LG&Eand KUmay exercise the
earlypurcha.se option in 201.5. The financial statement treatment of this transaction is thesameas if LG&E and KU had retained theirownership
interests.

For a dcscripiion of LG&E's and KU's service areas, see "Item I. Business - General - Segment Information - Kentucky
Regulated Segment." At December 31, 2014, 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 8 million kVA and 675 pole miles of lines. LG&E's
distribution system included 97 substations (32 of which are shared with the transmission system) witha totalcapacity of
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5 million kVA, 3,881 circuit miles of overhead lines and 2,452 underground cable miles. KU's transmission system included
138 substations (58 of which are shared with the distribution system) with a total capacity of 14 million kVA and 4,079 pole
miles of lines. KU's distribution system included 479 substations (58 of which are shared with the transmission system) with
a total capacity of 7 million kVA, 14,084 circuit miles of overhead lines and 2,375 underground cable miles.

LC&E's natural gas transmission system includes 4,338 miles of gas distribution mains and 395 miles of gas transmission
mains, consisting of 255 miles of gas transmission pipeline, 126 miles of gas transmission storage lines, 14 miles of gas
combustion turbine lines and one mile of gas transmission pipeline in regulator facilities. Five underground natural gas
storage fields, with a total working natural gas capacity of approximately 15 Bcf, arc used in providing natural gas service to
ultimate consumers. KU's service area includes an additional 11 miles of gas transmission pipeline providing gas supply to
natural gas combustion turbine electricity generating units.

Substantially all of LC&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. Sec Note 7 to the Financial Statements for additional information.

LG&E and KU continuously reexaminc 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. LG&E and KU plan to implement
the following capacity increases and decreases at the following plants located in Kentucky.

Primary Fucl/Ptant

Coal

Cane Run - Unit.s 4-6 - (a)....
Green River - Units 3-4 - (b).
Total Capacity tJecreascs

Naiunil Gus

Cane Run - Unit 7 (c)
Bluegrass Unit 3 (d)

Solar

E.W. Brown (e)

Total Capacity Increases

Total Net

Summer M\V

Capacity
Increa.se /

(Decrease)

(.S63)
(161)
(724)

640

\65

to

815

LC&E

Ownership or
Lea.se Interest

% Ownership in M\V

100.00

22.00

100.00

39.00

(.S63)

(•S63)

141

t6.S

310

KU

% Ownership

100.00

78.00

61.00

Ownership or
Lease interest

in M\V

(161)

(161)

499

505

Year of

Incremental

Capacity
Increase/

Decrea.se

201.5

2016

2015

2015

2016

(a)
(b)

(c)

(d)

(c)

LG&E anticipates retiring these units by the end of 2015. See Notes 8 and 13 to the t^nanciat Statements for additional information.
KU had anticipated retiring these units by the end of 2015. however KU received a waiver from the Commonwealth of Kentucky to operate these units
until April 2016. See Notes 8 and 13 to the Fananciat Statements for additional information.
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.

On August 26. 2014. LG&E and KU entered into a Capacity Purchase and Toiling Agrccntcni with Bluegrass (jcneration Company. LLC. This
agreement, which is effective May 1. 2015 through April 30. 2019. is an operating lease in which LG&E and KU will purchase capacity produced up to
165 MW for 30 hours each year.
In December 2014. LG&E and KU received approval from the KPSC to build this unit at the existing E.W. Brown site. See Note 8 to the Rnanciat
Staiemenis for additional infonnation.

Pennsylvania Regulated Segment (PPL and PPL Electric)

For a description of PPL Eleciric's service territory, see "Item 1. Business - General - Segment Information - Pennsylvania
Regulated Segment." PPL Electric had electric transmission and distribution lines in public streets and highways pursuant to
franchises and rights-of-way secured from property owners. At December 31, 2014, PPL Electric's transmission system
includes 43 substations with a total capacity of 23 million kVA and 3,989 pole miles in service. PPL Electric's distribution
system includes 352 substations with a total capacity of 13 million kVA, 37,211 circuit miles of overhead lines and 8,320
underground cable miles. 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 7 to the Financial Statements for additional information.

Sec Note 8 to the Financial Statements for information on the Regional Transmission Line Expansion Plan.
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Supply Segment (PPL and PPL Energy Supply)

In June 2014, PPL and PPL Energy Supply, which primarily represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses into a new, stand-alone,
publicly traded company named Talen Energy. Upon completion of this transaction, PPL will no longer have a Supply
segment. See Note 8 to the Financial Statements for additional information.

The capacity of generation 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 circumstances. PPL Energy Supply's electric generating
capacity (summer rating) at December 31, 2014 was as follows.

PriiTuir>' Fucl/Plunt Total MW Capacily

Natural Ga.s/Oil

% Ownership
PPL Encrg)' Supply's

Owncrstiip in MW Locution

Manins Creek 1.700 100.00 1.700 Pcnnsylv.inia
Ironwood 660 100.00 660 Pennsylvania
LowcrMi. Bethel .•5.18 100.00 .•518 Pennsylvania
Combustion turbines .1.S4 100.00 l.*54 Pennsylvania

1.2.'52 1.2.'52

Coal

Montour I..'504 100.00 1..'504 Penn.sylvania
Brunner Island 1.411 100.00 1.411 Pennsylvania
Colsirip Units 1 & 2 (a) 614 .•50.00 107 Montana
Coneniaugh (a) 1.711 I6.2.S 278 Pennsylvania
Colstrip Unit .1 (a) 740 10.00 222 Montana

Keystone (a) 1,710 12,14 211 Pennsylvania
Corcttc (b) 148 100.00 148 Montana

7.8.18 4.081

Nuclear

Susquchanna (a) 2.494 90.00 2.24.'5 Pennsylvania

Hydro
HoltwootI 249 100.00 249 Pennsylvania
Wallenpaupack 44 100.00 44 Penn.sylvania

291 291

Qualifying Facilities
Renewables (c) 16 100.00 16 Pennsylvania
Rcncwables 9 100.00 9 Various

25 2.'5

Total 11.902 9.896

(a) This unit is jointly owned. Each owner is cnlilled to its proportionate share of the unit's total output and funds its proportionate share of fuel and other
operating costs. See Note 12 to the Financial Statcnients for additional infomiation.

(b) Operations will be suspended at the Corcttc plant by April 201.S and the plant is expected to be retired in August 20l.'>.
(c) Includes facilities owned, controlled or for which PPL Energy Supply has the rights to the output.

As a condiiion of obtaining FERC approval of the spinoff transaction, certain of the above plants will be divested. Sec
"Item 1. Business - General - Anticipated Spinoff of PPL Energy Supply" for additional information.

Amounts guaranteed by PPL Montour and PPL Brunner Island in connection with an $800 million secured energy marketing
and trading facility arc 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.

ITEM 3. LEGAL PROCEEDINGS

Sec Notes 5, 6 and 13 to the Financial Statements for information regarding legal, tax litigation, regulatory and
environmental proceedings and matters.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND

ISSUER PURCHASES OF EQUITY SECURITIES

See "Ucm 7. Combined Managemcnl's Discussion and Analysis of Financial Condiiion 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 all Registrants.

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 January 30, 2015, there were 62,423 common slock
shareowners of record.

There were no purchases by PPL of its common stock during the fourth quarter of 2014.

PPL 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 $1.9 billion in 2014 and $408 million in 2013.

PPL Electric Utilities Corporation

There is no established public trading market for PPL Electric's common slock, as PPL owns 100% of the outstanding
common shares. Dividends paid to PPL on those common shares arc determined by PPL Electric's Board of Directors. PPL
Electric paid common stock dividends to PPL of $158 million in 2014 and $127 million in 2013.

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 $436 million in 2014 and $254 million in 2013.

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 arc determined by LG&E's Board of Directors. LG&E paid
common stock dividends to LKE of $112 million in 2014 and S99 million in 2013.

Kentucky Utilities Company

There is no established public trading market for KU's common stock, as LKE 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
slock dividends to LKE of $148 million in 2014 and $124 million in 2013.
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA

PPL Corporation (a) (b) 2014 2013 2012 2011 (c) 2010 (c)

Income Items (in miliions)
Operating revenues $ 11,499 S; 11,721 ai 12,132 3i 12,580 $ 8,370
Operating income 3,272 2,278 3,026 2,950 1,826
Income from continuing operations after income taxes

attributable to PPL shareowncrs 1,583 1,096 1,486 1,399 937

Net income attributable to PPL shareowncrs 1,737 1,130 1,526 1,495 938

Balance Sheet Items (in millions) (d)
Total assets 48,864 46,259 43,634 42,648 32,837
Short-term debt 1,466 701 652 578 694

Long-term debt 20,391 20,907 19,476 17,993 12,663
Noncontrolling interests 18 268 268

Common equity 13,628 12,466 10,480 10,828 8,210
Total capitalization 35,485 34,074 30,626 29,667 21,835

Financial Ratios

Return on average common equity - % 13.0 9.8 13.8 14.9 13.3

Ratio of earnings to fixed charges (e) 3.1 2.1 2.9 2.9 2.6

Common Stock Data

Number of shares outstanding - Basic (in thousands)
Year-end 665,849 6.30,321 581,944 578,405 483,391
Weighted-average 653,504 608,983 580,276 550,395 431,345

Income from continuing operations after income taxes
available to PPL common shareowncrs - Basic EPS.. $ 2.41 $; 1.79 aS 2.55 3; 2.53 S 2.16

Income from continuing operations after income taxes
available to PPL common shareowncrs - Diluted

EPS $ 2.38 $; 1.71 a; 2.54 3; 2.53 $ 2.16

Net income available to PPL common shareowncrs -

Basic EPS $ 2.64 S; 1.85 aS 2.61 3; 2.71 $ 2.17

Net income available to PPL common shareowncrs -

Diluted EPS $ 2.61 S; 1.76 as 2.60 ai 2.70 s 2.17

Dividends declared per share of common stock $ 1.49 3; 1.47 a5 1.44 a; 1.40 s 1.40

Book value per share (d) $ 20.47 3; 19.78 a5 18.01 a; 18.72 $ 16.98

Market price per share (d) $ 36.33 3; 30.09 ai 28.63 3i 29.42 $ 26.32

Dividend payout ratio - % (0 57 84 55 52 65

Dividend yield - % (g) 4.1 4.9 5.0 4.8 5.3

Price earnings ratio (0 (g) 13.9 17.1 11.0 10.9 12.1

Sales Data - GWh

Domestic - Electric energy supplied - retail 46368 44,564 42,379 40,147 14,595
Domestic - Electric energy supplied - wholesale (h) 57,355 61,124 54,958 63,701 74,105
Domestic - Electric energy delivered - retail 68,569 67,848 66,931 67,806 42,463
U.K. - Electric energy delivered 75,813 78,219 11,461 58,245 26,820

(a) The earnings each year were affected by several items that managcn>cni considers special. Sec "Results of Operations - SegnKni Results" in "Item 7.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" for a description of special items in 2014. 201.^
and 2012. The earnings were also affected by the sales of various businesses. See Note 8 to the Financial Statements for a discussion of discontinued
operations in 2014. 2013 and 2012.

(b) See "Item IA. Risk Factors" and Notes 1.6 and 13 to the Financial Statements for a discussion of uncertainties that could affect PPL's future financial
condition.

(c) 2011 includes eight months of WPD Midlands activity following the April 1.2011 acquisition, as PPL consolidates WPD on a one-month lag. 2010
includes two months of LKE activity following the November I. 2010 acquisition.

(d) As of each respective year-end.
(e) Computed using eamings and fixed charges of PPL and its subsidiaries. Fixed charges consist of interest on short- and long-term debt. amorti/.alion of

debt discount, expense and premium - net. other interest charges, the estimated interest component of operating rentals and preferred securities
distributions of subsidiaries. See Exhibit 12(a) for additional information.

(0 Based on diluted EPS.
(g) Based on year-end market prices.
(h) CWh arc included until the transaction closing for facilities that were sold.
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ITEM 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 Kentucky Utilities Company

Uem6 is omiticd as PPL Energy Supply, PPL Electric, LKE, LG&E and KU meet the conditions set forth in General
Instructions (!)(I )(a) and (b) of Form 10-K.
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item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations

(All Registrants)

This combined "Iicm 7. Managcmcnl's Discussion and Analysis of Financial Condition and Results of Operations" is separately
filed by PPL Corporation and each of its Subsidiary Registrants. 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. The specific Registrant to which disclosures are applicable is identified in parenthetical
headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclosures. Within combined disclosures, amounts are disclosed for any Registrant when significant.

The following should be read in conjunction with the Registrants' Financial Statements and the accompanying Notes.
Capitalized terms and abbreviations arc 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 de.scription of each Registrant's business strategy, a description of key factors expected to
impact future earnings and a discussion of important financial and operational developments.

• "Results of Operations" for PPL provides a detailed analysis of earnings by segment, and for the Subsidiary
Registrants, includes a summary of earnings. For all Registrants, "Margins" provides explanations of non-GAAP
financial measures and "Statement of Income Analysis" addresses significant changes in principal line items on the
Statements of Income, comparing 2014 with 2013 and 2013 with 2012.

• "Financial Condition - Liquidity and Capital Resources" provides an analysis of the Registrants' liquidity positions
and credit profiles. 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 the Registrants' 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 the Registrants and that require their management to
make significant estimates, assumptions and other judgments of inherently uncertain matters.

Overview

For a description of the Registrants and their businesses, sec "Item I. Business."

Business Strategy

(All Registrants except PPL Energy Supply)

The strategy for the regulated businesses of WPD, PPL Electric, LKE, LG&E and KU is to provide efficient, reliable and safe
operations and strong customer service, maintain constructive regulatory relationships and achieve timely recovery of costs.
These regulated businesses also focus on providing competitively priced energy to customers and achieving stable, long-term
growth in earnings and rate base, or RAV, as applicable. Both rate base and RAV are expected to grow for the foreseeable
future as a result of significant capital expenditure programs to maintain existing assets and to improve system reliability and,
for LKE, LG&E and KU, to comply with federal and state environmental regulations related to coal-fired electricity
generation facilities. Future RAV for WPD will also be affected by RIIO-EDI, effective April 1, 2015, as the recovery
period for assets placed in service after that date will be extended from 20 to 45 years, with a transitional arrangement that
will gradually change the life over the price control period that will result in an average life of 35 years for RAV additions
during RIIO-EDI. The RAV balance at March 31, 2015 will continue to be recovered over 20 years. In addition, incentive
targets have been adjusted in RIIO-EDI, resulting in lower overall incentive revenues available to be earned. See "Financial
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and Operational Developments - Other Financial and Operational Developments - RIIO-EDI - Fast Tracking" below for
additional information.

For the U. S. regulated businesses, recovery of capital project costs is attained through various rale-making mechanisms,
including periodic base rate case proceedings, FERC formula rate mechanisms, and other regulatory agency-approved
recovery mechanisms. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GET, fuel
adjustment clause, gas supply clause and recovery on certain construction work-in-progress) that reduce regulatory lag and
provide for timely recovery of and a return on, as appropriate, prudently incurred costs. In Pennsylvania, the FERC
transmission formula rate, DSIC mechanism and other recovery mechanisms are in place to reduce regulatory lag and provide
for timely recovery of and a return on, as appropriate, prudently incurred costs.

For the U.K. regulated businesses, during the rate review period applicable for the eight year period beginning April 1, 2015,
80% of network related expenditures are added to the RAV and, together with adjustments for inflation and a return on the
RAV, recovered through allowed revenue over 35 years (45 years for additions after April 1, 2023); RAV is intended to
represent expenditures that have a long-term benefit to WPD (similar to capital projects for the U.S. regulated businesses)
with other expenditures being recovered in the current year. The RAV balance at March 31, 2015 will continue to be
recovered over 20 years.

(PPL)

Earnings generated by PPL's U.K. subsidiaries are 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 and PPL Energy Supply)

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to combine their
competitive power generation businesses into a new, stand-alone, publicly traded company named Talen Energy. Under the
terms of the agreements, at closing, PPL will spin off to PPL shareowners a newly formed entity, Talen Energy Holdings,
Inc. (Holdco), which at such time will own all of the membership interests of PPL Energy Supply and all of the common
stock of Talen Energy. Immediately following the spinoff, Holdco will merge with a special purpose subsidiary of Talen
Energy, with Holdco continuing as the surviving company to the merger and as a wholly owned subsidiary of Talen Energy
and the sole owner of PPL Energy Supply. Substantially contemporaneous with the spinoff and merger, RJS Power will be
contributed by its owners to become a subsidiary of Talen Energy. Following completion of these transactions, PPL
shareowners will own 65% of Talen Energy and affiliates of Riverstone will own 35%. PPL will have no continuing
ownership interest in, control of, or affiliation with Talen Energy.

See "Item 1. Business," "Item lA. Risk Factors" and "Financial and Operational Developments - Other Financial and
Operational Developments - Anticipated Spinoff of PPL Energy Supply" below for additional information.

The strategy for PPL Energy Supply is to optimize the value from its competitive generation asset and marketing portfolios
while mitigating near-term volatility in both cash flows and earnings. 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. PPL Energy Supply is focused on maintaining profitability and positive cash flow during this current period
of low energy and capacity prices.

(All Regislranis)

To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is
to maintain targeted credit profiles and liquidity positions. In addition, the Registrants have financial and operational risk
management programs that, among other things, are designed to monitor and manage exposure to earnings and cash flow
volatility related to, as applicable, changes in energy and fuel prices, interest rates, counterparty credit quality and the
operating performance of generating units. To manage these risks, PPL generally uses contracts such as forwards, options,
swaps and insurance contracts.
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Financial and Operational Developments

Earnings (PPL)

PPL's earnings by rcporiablc segment were as follows:

$ Change
2014 2013 2012 2014 vs. 2013 2013 vs. 2012

U.K. Regulated $ 982 $ 922 $ 803 $ 60 $ 119
Kentucky Regulated 312 307 177 5 130
Pennsylvania Regulated 263 209 132 54 77
Supply (a) 307 (272) 414 579 (686)
Corporate and Other (b) (127) (36) (91) (36)
Net Income Attributable to PPL Sharcowners $ 1.737 $ 1.130 $ L.m $ 607 $ (396)

EPS • basic $ 2.64 $ l,8.S S 2.61 $ 0.79 S (0.76)
EPS • diluted (c) $ 2.61 S 1,76 $ 2.60 $ 0.85 $ (0.84)

(a)

(b)

(c)

In November 2014.PPLMoniana complclcd thesaleof 633M Wof hydroelectric generating facilities to NorthWestern. PPLrecognized a pre-tax gain
of S237 inillion(SI37 millionafter-tax)as a resultof the transaction. 2013 includesa chargeof S697 million(S4I3 millionafter-tax) for the
icmtination of theoperating lease of theColsirip coal-fircd electricity generating facility and an impairment chargeof S6.S million ($39 million after
tax) for the Corette coal-fired plant and related emission allowances. Sec Notes 8 and 16 to the Rnancial Statements for additional information.
Primarily represents financing andcertain othercosts incurred at thecorporate level thathavenot beenallocated or assigned to thesegnwrns. which are
presented to reconcile segment information to PPL's consolidated results. 2014 includes most of thecosts related to theanticipated spinoffof PPL
Energy Supply. See the following tableof special items for additional information. For2012. there werenosignificant amounts in thiscategory.
See "2011 Equity Units" belowand Note 4 to the Financial Staientents for information on the Equity Units' impact on thecalculation of 2014 and 2013
diluted EPS.

The following afler-iax gains (losses), in total, which management considers special items, impacted PPL's results.

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Supply
Corporate and Other (a)
Total PPL

2014 2013 2012

$ 75 $ 67 $ 107

3 (16)

(2)
110 (531) 18

(75)

$ 108 S (461) $ 109

(a) 2014 includes $46 million of deferred income laxexpense to adjust valuation allowances on dcfeired tax as.sets forstate net operating loss
carryforwards.$17 millionof external transitionand transaction costs and $12 millionof PPLServices' separationbenefits relatedto the anticipated
spinoff of PPL Energy Supply. See Note 8 to the Rnancial Statements for additional information.

See "Rcsulls of Opcralions" below for further discussion of PPL's results of operations and details of special items by
reportable segments and analysis of the consolidated results of operations.

2015 Outlook

(PPL)

Higher earnings are expected in 2015 compared with 2014, after adjusting for special items, certain dissyncrgies reflected in
the Corporate and Other category previously recorded in the Supply segment, and earnings from the Supply segment. The
factors underlying these projections by segment and Subsidiary Registrant are discussed below (on an after-tax basis).

{PPL's U.K. Regulated Segment)

Higher earnings are projected in 2015 compared with 2014, primarily driven by lower income taxes and a more favorable
foreign currency exchange rate, partially offset by lower utility revenue.

(PPL's Kentucky Regulated Segment and LKE, LG&E and KU)

Higher earnings are projected in 2015 compared with 2014, primarily driven by anticipated electric and gas base rate
increases and returns on additional environmental capital investments, partially offset by higher operation and maintenance
expense, higher depreciation and higher financing costs.
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(PPL's Pennsylvania Regulated Segment and PPL Electric)

Lowerearnings are projccicd in 2015 compared wiih 2014, primarily driven by higheroperaiion and mainlcnance expense,
higher depreciation and higher financingcosts, partially offset by higher transmission margins and returns on distribution
improvement capital investments.

(PPL's Supply Segment and PPL Energy Supply)

In anticipation of the spinoffof PPL Energy Supply, no forward looking information, including an earnings forecast, is being
provided for PPL's Supply segment and PPL Energy Supply for 2015.

(PPL's Corporate and Other Category)

Lower costs are projected in 2015 compared with 2014, primarily driven by the reduction of dissynergics related to the
Supply business spinoff through corporate restructuring efforts and lower income taxes.

(All Registrants)

Earnings in future periods arc 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 1, 6 and 13 to the Financial Statements {asapplicable)
for a discussion of the risks, uncertainties and factors that may impact future earnings.

Other Financial and Operational Developments

Economic and Market Conditions

(All Registrants except PPL Electric)

The businesses of PPL Energy Supply, LKE, LC&E and KU are subject to extensive federal, state and local environmental
laws, rulesand regulations, including those pertaining to coal combustion residuals, GHG, effluent limitation guidelines and
MATS. See "Financial Condition - Environmental Matters" below for additional information on these requirements. These
and other stringent environmental requirements, combined with low energy margins for competitive generation, have led
several energy companies, including PPL. PPL Energy Supply, LKE, LGctE and KU, to announce plans to either temporarily
or permanently close or place in long-term reserve status, and/or impair certain of their coal-fired generating plants.

(PPL and PPL Energy Supply)

As a result of current economic and market conditions, the announced transaction with affiliates of Riverstone to form Talen
Energy, PPL Energy Supply's current sub-investment grade credit rating and Talen Energy's expected sub-investment grade
credit rating, PPL Energy Supply continues to monitor its business and operational plans, including capital and operation and
maintenanceexpenditures, its hedging strategies and potential plant modifications to burn lower cost fuels. Sec "Margins -
Changes in Non-GAAP Financial Measures - Unregulated Gross Energy Margins" below for additional information on
energy margins. 2014 energy margins were lower compared to 2013 due to a higher average hedge price in 2013, partially
offset by higher pricing on unhedged generation.

(PPL. LKE. LG&Eand KU)

As a result of the environmental requirements discussed above, LKE projects $2.2 billion ($1.1 billion each at LG&E and
KU) in capital investment over the next five years and anticipates retiring five coal-fired units (three at LG&E in 2015 and
two at KU in 2016) with a combined summer capacity rating of 724 MW (563 MW at LG&E and 161 MW at KU). KU
retired a 71 MW coal-fired unit at the Tyrone plant in February 2013 and a 12 MW gas-fired unit at the Haefling plant in
December 2013. The retirement of these units is not expected to have a material impact on the financial condition or results
of operations of PPL, LKE, LG&E and KU. See Note 8 to the Financial Statements for additional information regarding the
anticipated retirement of these units as well as the construction of a NGCC in Kentucky expected to be operational in May
2015 and a 10 MW solar facility expected to be operational in 2016.

The KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, gas supply clause and
recovery on certain construction work-in-progress) that provide for timely recovery of prudently incurred costs (including

ppll0-k2014 Final As RIed.docx Confidential 45



o

o

o

cosls associated withenvironmental requirements). The Kentucky utility businesses are impacted by changes incustomer
usage levels, which can bedriven bya number of factors including weather conditions andeconomic factors that impact the
load utilized by customers.

(All Registrants)

The Registrants cannot predict the impact that future economic and market conditions and regulatory requirements may have
on their financial condition or results of operations.

Labor Union Agreements

(PPL, PPL Energy Supplyand PPL Electric)

PPL, PPL Energy Supply and PPL Electric finalized a new three-year labor agreement with IBEW local 1600 in May 2014
and the agreement was ratified inearlyJune 2014. As partof efforts to reduce operations and maintenance expenses, the new
agreement offered a one-time voluntary retirement window to certain bargaining unit employees. As a result, for the year
ended December 31, 2014, the following total separation benefits have been recorded.

Pen.sion Benefits

Severance Compensation
Total Separation Benefits

PPL Energy
PPL Suppiv PPL Etcclric

s 13 $ 11 S 2

7 6 t

s 20 S 17 s 3

Numtjer of Employees 123 lO.S 17

Theseparation benefits are included in "Other operation and maintenance" on theStatement of Income. The liability for
pension benefits is included in "Accrued pension obligations" on the Balance Sheet at December 31, 2014. All of the
severance compensation was paid in 2014. The remaining termsof the new laboragreement are not expected to have a
significant impact on the financial results of PPL, PPL Energy Supply or PPL Electric.

Anticipated Spinoff of PPL Energy Supply

(PPL PPL Energy Supply and PPL Electric)

Following the announcement of the transaction to form Talen Energy as discussed in "Item I. Business - General -
Anticipated Spinoffof PPLEnergy Supply", efforts were initiated to identify theappropriate staffing for Talen Energy and
for PPL and its subsidiaries following completion of the spinoff. Organizational plansand staffingselections were
substantially completed in 2014.

The new organizational plans identify the need to resize and restructure the organizations. As a result, during 2014, charges
for employee separation benefits were recorded in "Other operation and maintenance" on the Statement of Income and in
"Other current liabilities" on the Balance Sheet as follows.

PPL Energy PPl.
PPL Supptv Electric

Separation Ijenefits S 36 S 16 S 1
Number of positions 306 112 14

The separation benefits incurred includecash severance compensation, lump sum COBRA reimbursement payments and
outplacement services. Most separations and payment of separation benefits are expected to occur in 2015.

Additional employee-related costs to be incurred primarily include accelerated stock-based compensation and pro-rated
performance-basedcash incentive and stock-based compensation awards primarily for PPL Energy Supply employees and for
PPL employees who will become PPL Energy Supply employees in connection with the transaction. These costs will
primarily be recognized at the spinoff closing date. PPL and PPL Energy Supply estimate these additional costs will be in the
range of $30 million to $40 million.
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iPPL)

As a result of the spinoff announcement, PPL recorded $50 million of deferred income lax expense in 2014 to adjust
valuation allowances on deferred tax assets primarily for state net operating loss carryforwards that were previously
supported by the future earnings of PPL Energy Supply.

In addition, PPL recorded $27 million of third-party costs in 2014 related to this transaction. Of these costs, $19 million were
primarily for investment bank advisory, legal and accounting fees to facilitate the transaction, and are recorded in "Other
Income (Expense) - net" on the Statement of Income. An additional $8 million of consulting and other costs were incurred to
ready the new Talen Energy organization and reconfigure the remaining PPL service functions. These costs are recorded in
"Other operation and maintenance" on the Statement of Income. PPL currently estimates a range of total third-party costs
that will ultimately be incurred of between $60 million and $70 million.

The assets and liabilities of PPL Energy Supply will continue to be classified as "held and used" on PPL's Balance Sheet until
the closing of the transaction. In conducting its annual goodwill impairment assessment in the fourth quarter of 2014 for its
Supply segment reporting unit, PPL determined that the estimated fair value of PPL Energy Supply exceeded its carrying
value and no impairment was recognized. However, an impairment loss could be recognized by PPL at the spinoff date if the
aggregate carrying amount of PPL Energy Supply's assets and liabilities exceeds its aggregate fair value at that date. PPL
cannot predict whether an impairment loss will be recorded at the spinoff date.

(PPL Energy Supply)

In accordance with business combination accounting guidance, PPL Energy Supply will treat the combination with RJS
Power as an acquisition and PPL Energy Supply will be considered the acquirer of RJS Power.

Montana Hydro Sale (PPL and PPL Energy Supply)

In November 2014, PPL Montana completed the sale to Northwestern of 633 MW of hydroelectric generating facilities
located in Montana for approximately $900 million in cash. As a result of the sale, PPL and PPL Energy Supply recorded
gains of $237 million ($137 million after-tax) and $306 million ($206 million after-tax), included in "Income (Loss) from
Discontinued Operations (net of income taxes)" on the 2014 Statement of Income. See Note 8 to the Financial Statements for
additional information including the components of Discontinued Operations.

(PPL)

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result,
during the first quarter of 2014, WPD increased its existing liability by $65 million for over-recovery of line losses with a
reduction to "Utility" revenues on the Statement of Income. In June 2014, WPD applied for judicial review of certain of
Ofgcm's decisions related to closing out the DPCR4 line loss mechanism but was denied permission to apply for judicial
review and WPD now considers the matter closed. The recorded liability at December 31, 2014 was $99 million. The total
recorded liability will be refunded to customers from April 1, 2015 through March 31, 2019. See Note 6 to the Financial
Statements for additional information.

RII0-ED1 - Fast Tracking

In February 2014, WPD elected to accept the decision of Ofgem to set the real cost of equity to be used during the RIIO-EDI
period at 6.4% compared to 6.7% proposed by WPD, and remain in the fast-track process. The change in the cost of equity is
not expected to have a significant impact on PPL's results of operations. Also, in February 2014, Ofgem published formal
confirmation that WPD's Business Plans submitted by its four DNOs were accepted as submitted, or "fast-tracked," for the
eight-year price control period starting April I, 2015. Fast tracking affords several benefits to the WPD DNOs including the
ability to collect additional revenue equivalent to 2.5% of total annual expenditures during the eight-year price control period,
or approximately $43 million annually, greater revenue certainty and a higher level of cost savings retention. The period to
challenge the fast tracking expired in June 2014 and no third parties have filed objections. See "Item I. Business - Segment
Information - U.K. Regulated Segment" for additional information on RIIO-EDI.
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Distribution Revenue Reduction

In December 2013, WPD and other U.K. DNOs announced agreements with the U.K. Department of Energy and Climate
Change and Ofgem to a reduction of £5 per residential customer of electricity distribution revenues that otherwise would
have beencollected in the regulatory year beginning April 1, 2014. Full recovery of the revenue reduction, together with the
associated carrying cost, was expected to occur during the regulatory year beginning April I, 2015 for three of the WPD
DNOs, and over the eight year RlIG-EDl regulatory period for the fourth DNO. However, in July 2014, Ofgem decided that
full recovery will occur for all WPD DNOs in theregulatory yearbeginning April 1, 2016. Earnings for the U.K. Regulated
segment wereadversely affected by $31 million in 2014. PPL projectsearnings in 2015 will be adversely affected by $15
million and earnings for 2016will be positively affected by$32 million with theremainder to be recovered in later periods.

2011 Equity Units

In March 2014, PPL Capital Funding remarkeied $978 million of 4.32% Junior Subordinated Notes due 2019 that were
originally issued in April 2011 as a component of PPL's 2011 Equity Units. Inconnection with the remarketing, PPLCapital
Funding retired $228 million of the 4.32% Junior Subordinated Notes due 2019 and issued $350 million of 2.189% Junior
Subordinated Notes due 2017 and $400million of 3.184% Junior Subordinated Notes due 2019. Simultaneously the newly
issued Junior Subordinated Notes were exchanged for $350 million of 3.95% Senior Notes due 2024 and $400 million of
5.00% Senior Notes due 2044. In May 2014, PPL issued 31.7 million sharesof common stock at $30.86 per share to settle
the2011 Purchase Contracts. PPL received netcash proceeds of $978 million, which were used to repayshort-term debt and
for general corporate purposes.

Kerr Dam Project Arbitration Decision and Impairment (PPLEnergy Supply)

PPL Montana previously held a joint operating license issued for the Kerr Dam Project, which was sold to Northwestern as
part of the Montana hydro sale in November 2014. Between 2015 and 2025, the Confederated Salish and Kooienai Tribes of
the Flalhead Nation (the Tribes) have the option to purchase, hold and operate the Kerr Dam Project. In March 2014, an
arbitration panel issued its final decision holding that the conveyance price payable by the Tribes for the Kerr Dam Project is
$18 million. As a result of thedecision and theTribes having given notice of their intent to exercise theoption, in the first
quarter of 2014 PPL Energy Supply recorded an impairment charge of $18 million ($10 million after-tax) to reduce the
carryingamount to its fair value. See Note 16to the Financial Statements for additional information on the impairment.
Additionally, as a resultof a guarantee included in the sale agreement with NorthWestern, if the Tribes exercise theiroption
and purchase the Kerr Dam Project for S18 million as expected, PPL Montana must pay NorthWestern$12 million, which is
recorded as a liability on the Balance Sheet at December 31, 2014.

Susquehanna Turbine Blade Inspection (PPL and PPL EnergySupply)

PPL Susquehannacontinues to make modifications to address the causes of turbine blade cracking at the PPL Susquehanna
nuclear plant first identified in 2011. Unit I completed its planned refueling and turbine inspection outage in June 2014 and
installed newly designed shorter last stage blades on one of the low pressure turbines. This change allowed Unit 1 to run
with reduced blade vibrationand no cracking during 2014. In the first, second and third quarters of 2014, Unit 2 was shut
down for blade inspection and replacement, as well as additional maintenance. The financial impact of the Unit2 outages
was not material. Based on the positive experience on Unit 1, the same short blade modification will be installed on two of
the three turbines on Unit 2 during the scheduled refueling outage in spring 2015. PPL Susquehanna continues to monitor
blade performance and work with the turbine manufacturer to identify and resolve the issues causing blade cracking.

Regional Transmission Expansion Plan (PPL and PPL Electric)

In July 2014, PPL Electric announced that it had submitted a proposal to PJM to build a new regional transmission line. As
currently proposed, PPL Electric is pursuing approval of this project from Pennsylvania, New Jersey, New York and
Maryland. The proposed line would run from western Pennsylvania into New York and New Jersey and also south into
Maryland, covering approximately 725 miles. The proposed line would enhance the ability to move power inter-regionally
and intra-rcgionally improving reliability and cost effectiveness. As proposed, the project would begin in 2017 and the line
would be in operation between 2023 and 2025. The project is estimated to cost $4 billion to $6 billion and requires numerous
approvals from FERC, PJM and New York Independent System Operator. There can be no assurance, however, that the
project will be approved as proposed. Additionally, PPL Electric is continuing to study the project and may modify it in the
future.

pptl0-k20t4 Rnat As RIed.docx Confidcntiat 48



o

o

o

Storm Damage Expense Rider (SDER) (PPL Electric)

In ils December 28, 2012 final rate case order, the PUC directed PPL Electric to file a proposed SDER. In March 2013, PPL
Electric filed its proposed SDER with the PUC and, as pan of that filing, requested recovery of the 2012 qualifying storm
costs related to HurricaneSandy. In April 2014, the PUC issued a final order approving the SDER with a January 1, 2015
effective date and initially including actual storm costs compared to collections from December 2013 through November
2014. As a result of the order, PPL Electric reduced its 2013 regulatory liability by $12 million related to collections in
excess of costs incurred from January 1, 2013 to November 30, 2013 that are not required to be refunded to customers. Also,
as part of the order, PPL Electric was authorized to recover Hurricane Sandy storm damage costs through the SDER over a
three-year period beginning January 2015. On June 20, 2014, the Office of Consumer Advocate (OCA) filed a petition for
review of the April 2014 order with the Commonwealth Court of Pennsylvania. On December 3, 2014, the OCA filed a
complaint against PPL Electric's initial SDER filing. In January2015, the PUC issued a final order closing the investigation
and modifying the effectivedate of the SDER to February 1, 2015. Sec "Pennsylvania Activities - Storm Damage Expense
Rider" in Note 6 to the Financial Statements for additional information.

FERC Wholesale Formula Rates (LKE and KU)

In September 2013. KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with a subsequent true-up to actual costs, replacing the current formula which
does not include a true-up. KU's application proposed an authorized returnon equityof 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014, subject to refund. In April 2014, nine municipalities submitted
notices of termination, under the original notice period provisions, to cease taking powerunder the wholesale requirements
contracts. Such terminations are to be effective in 2019, except in the case of one municipality with a 2017 effective date. In
addition, a tenth municipality has a previously settled termination date of 2016. In July 2014, KU agreed on sctilemeni terms
with the two municipal customers that did not provide termination notices and filed the settlement proposal with the FERC
for its approval. In August 2014, the FERC issued an order on the interim settlement agreement allowing the proposed rates
to becomeeffective pending a final order. If approved, the settlement agreement will resolve the rate case with respect to
these two municipalities, including an authorized return on equity of 10%or the return on equity awarded to other parlies in
this case, whichever is lower. Also in July 2014, KU made a contractually required filing with the FERC that addressed
certain rate recovery matters affecting the nine terminating municipalities during the remaining term of their contracts. KU
and the terminating municipalities continue settlement discussions in this proceeding. KU cannot currently predict the
outcome of its FERC applications regarding its wholesale power agreements with the municipalities.

Rate Case Proceedings (LKE. LC&E and KU)

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates of
approximately S30 million at LG&E and approximately $153 million at KU and an increase in annual ba.sc gas rates of
approximately $ 14 million at LG&E. The proposed base rate increases would result in electricity rate increases of 2.7% at
LG&E and 9.6% at KU and a gas rate increase of 4.2% at LG&E and would become effective in July 2015. LG&E's and
KU's applications each include a request for authorized relurns-on-equiiy of 10.50%. The applications arc based on a
forecasted lest year of July 1, 2015 through June 30, 2016. A number of parties have been granted intervention requests in
the proceedings. A hearing on the applications is scheduled to commence on April 21, 2015. LG&E and KU cannot predict
the outcome of these proceedings.

Results of Operations

(PPL)

The discussion for PPL provides a review of results by reportable segment. The "Margins" discussion provides explanations
of non-GAAP financial measures (Kentucky Gross Margins, Pennsylvania Gross Delivery Margins and Unregulated Gross
Energy Margins) and a reconciliation of non-GAAP financial measures to "Operating Income." The "Statement of Income
Analysis" di.scussion addresses significant changes in principal line items on PPL's Statements of Income, comparing year-to-
year changes. "Segment Earnings, Margins and Statement of Income Analysis" is presented separately for PPL.
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Tables analyzing changes in amounts between periods within "Segment Earnings" and "Statement of Income Analysis" are
presented on a constant U.K. foreign currency exchange rate basis, where applicable, in orderto 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.

(Subsidiary Registrants)

The discussion for each of PPL Energy Supply, PPL Electric, LKE, LG&E and KU provides a summary of earnings. The
"Margins" discussion includes a reconciliation of non-GAAP financial measures to "Operating Income" and "Statement of
Income Analysis" addresses significant changes in principal line items on the Statements of Income comparing year-to-year
changes. "Earnings, Margins and Statement of Income Analysis" are presented separately for PPL Energy Supply, PPL
Electric, LKE, LC&E and KU.

PPL Segment Earnings, Margins and Statement of Income Analysis

Segment Earnings

U.K. Regulated Segment

The U.K. Regulated segment consistsof PPL Global which primarily includes WPD's regulated electricity distribution
operations, the results of hedging the translation of WPD'searnings from Britishpound sterling into U.S.dollars, and certain
costs, such as U.S. income taxes, administrative costs, andallocated financing costs. The U.K. Regulated segment represents
57% of Net Income Attributable to PPL Shareowners for 2014 and 33% of PPL's assets at December 31, 2014.

Net Income Attributable to PPL Shareowners includes the following results:

$ Change
2014 2013 2012 2014 v.s. 2013 2013 vs. 2012

Utility revenues S 2.57.t S 2.359 S 2.289 214 70
Energy-related businesses 48 44 47 4 (3)

Total operating revenues 2.621 2.403 2.336 218 67
Other operation and maintenance 451 470 451 (19) 19
t>;prcciaiion 337 300 279 37 21
Taxes, other than income 157 147 147 to
Energy-related businesses 31 29 .34 •) (.5)

Total operating expcnttcs 976 946 911 30 35
Other Income (Expense) - net 127 (39) (.31) 166 12
Interest Expense 461 425 421 36 4

tnconK Taxes 329 71 1.50 258 (79)
Net Income Attributable to PPL Shareowners S 982 S 922 S 803 60 119

The changes in the results of the U.K. Regulated segment between these periods were due to the factors set forth below,
which rellectcertain itemsthat management considers special and effects of movements in foreign currency exchange on
separate lines within the table and not in their respective Statement of Income line items. See below for additional detail of
the special items.

2014 vs. 2013 2013 v.s. 2012

U.K.

Utility revenues $ 92 S 240
Other operation and maintenance 46 (40)
Depreciation (19) (25)
Interest expense (15) (10)
Other 4 1

IncottK taxes (24)
U.S.

Interest expense and other 4 (i)
Incotne taxes (41) 1

Foreign currency exchange, after-tax 5 (7)
Special items, after-tax 8 (40)
Total S 60 s 119
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U.K.

Higherutiliiyrevenues in 2014 compared v/ith 2013 primarily due lo $194 million from the April 1,2014 and 2013 price
increases, panially offset by $88 million from lower volume due primarily to weather and $8 million from lower third-
party engineering revenue.

Higher utility revenues in 2013 compared with 2012 primarilydue to the April 1, 2013 and 2012 price increases.

Lower other operation and maintenance in 2014 compared with 2013 primarily due to $38 million from lower pension
expense and $9 million from lower third-party engineering expense.

Higher other operation and maintenance for 2013 compared with 2012 primarily due to higher network maintenance
expense.

Higher depreciation expense for both periods primarily due to PP&E additions, net.

Higher interest expense in 2014 compared with 2013 primarily due to an October 2013 debt issuance.

Higher interest expense in 2013 compared with 2012 primarilydue to debt issuances in April 2012 and October 2013.

Higher income la.xes in 2014 compared with 2013 primarily due to higher pre-tax income.

Income ta.xes in 2013 compared with 2012 were flat despite higher pre-tax income primarily due to lower U.K. tax rates.

U.S.

• Higher income la.xes in 2014 compared with 2013 primarily due to a $19 million increase primarily in taxable dividends
and a $19 million benefit in 2013 related to an IRS ruling regarding 2010 U.K. earnings and profits calculations.

Lower income taxes in 2013 compared with 2012 primarily due to a $42 million adjustment related to an IRS ruling
regarding 2010 U.K. earnings and profits calculations, partially offset by a $27 million increase in taxable dividends.

The following after-tax gains (losses), which management considers special items, also impacted the U.K. Regulated
segment's results.

Income Siatemcnl

Une tlcm 2014 2013 2012

Other Income

Foreign currency-related economic hedges, net of tax of ($68). $15. $18 (a) (Expense) - net $ 127 $ (29) $ (33)
WPD Midlands acquisition-related adjustments:

Other operation
Separation benefits, net of tax of $0. $ 1. $4 (b) and tiiaintcnance (4) (11)
Other acquisition-related adjusitiieni.s. net of tax of $0. ($2). ($1) 8 2

Other:

Change in U.K. income lax rate (c) Income Taxes 84 75

Windfall Profits Tax litigation (d) Income Taxes 43

Change in WPD line loss accrual, net of tax of $13. $10. ($23) (e) Utility (52) (35) 74

Total $ 75 $ 67 $ 107

(a)
(b)
(c)

(d)

(e)

Represents unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings.
Represents severance compensation and early letircmeni deficiency costs
The U.K. Hnance Act of 2013. enacted in July 2013. reduced the IJ.K.'s statutory income tax rale from 23% to 21%. effective April 1. 2014 and from
21% to 20%. effective April 1. 201.5, The U.K. Rnance Act of 2012. enacted in July 2012. reduced the U.K. statutory income tax rate from 2.5% to
24% retroactive to April 1. 2012 and from 24% to 23% effective April I. 2013. As a result. PPL reduced its net deferred tax liability and recognized a
deferred tax benefit in 2013 and 2012.

In May 2013. the U.S. Supreme Court reversed the December 2011 ruling by the U.S. Court of Appeals for the Third Circuit concerning the
creditability of the U.K. Windfall Profits Tax for U.S. Federal income tax purposes. As a result. PPL recorded a $43 million income tax benefit in
2013. .Sec Note 5 to the Financial Statements for additional information.

In November 2012. Ofgem issued additional consultation on the final DPCR4 line loss close-out that published values for each DNO. Based on this.
WPD Midlands reduced its line loss liability for DPCR4 and DPCR.5by a total of $97 million, pre-tax. in 2012. In 2013. WPD Midlands increased its
line loss accrual by $45 million, pre-tax. based on additional information provided by Ofgem regarding the calculation. In March 2014. Ofgem issued
its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result. WPD increased its existing liability by $65 million, pre-tax.
for over-recovery of line losses. See Note 6 to the Financial Statements for additional information.
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Kentucky Regulated Segment

The Keniucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution
operations ofLG&E and KU, as well as LC&E's regulated distribution and sale ofnatural gas. In addition, certain financing
costsareallocated to the Kentucky Regulated segment. The Kentucky Regulated segment represents 18% of Net Income
Attributable to PPLShareowners for 2014 and11% of PPL's assetsat December 31, 2014.

Net Income Attributable to PPL Shareowners includes the following results:

Ulilily revenues
Fuel

Energy purchases
Oiher opcraiion and niainienancc
I!X:precia(iun
Taxes, other than income

Total operating expenses
Other income (Expense) - net
Olher-Than-Tcmporary Impairments
Interest Expense
Incotnc Taxes

Income(L.oss) from Discontinued Operations(net of incometaxes)
Net Income Attributable to PPL Shareowners

2014 2013
$ Change

2012 2014 vs. 2013 2013 v.s. 2012

s 3.168 S 2.976 S 2.759 S 192 S 217
%5 896 872 69 24

253 217 195 36
815 778 778 37
354 334 .346 20 (12)

52 48 46 4 2

2.439 2.273 2.237 166 36
(9) (7) (15) (2) 8

25 (25)
219 212 219 7 (7)
189 179 80 10 99

2 (6) (2) 8
s 312 S 307 s 177 $ 5 S 130

The changes in iheresults of the Kentucky Regulated segment between these periods were due to the factors set forth below,
which reflect amounts classilied as Keniucky Gross Margins and certain items that management considers special on separate
lines within the table and not in their respective Statement ofIncome line items. See below for additional detail ofthe special
items.

Kentucky Cross Margins
Other opcraiion and maintenance
(!)cprcciaiion
Taxes, other than income

Other Income (Expense) -net
Interest Expense
Income Ta.xes

Special items, after-tax
Total

2014 vs. 2013

78

0^)
(14)

(3)

(1)
(7)

(10)
(3)
.S

2013 V.S. 2012

220

(5)
(34)

(1)
7

7

(83)
19

130

See "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Kentucky Gross Margins.

Higher other operation and maintenance in 2014 compared with 2013 primarily due to $14 million of higher expenses due
to the timing and scope ofscheduled generation maintenance outages, $9 million of higher bad debt expense and higher
storm expenses of $8 million.

Higher depreciation in 2014 compared with 2013 due to additions to PP&E, net.

Higher depreciation in 2013 compared with2012 primarily due to environmental costs related to the 2005 and 2006 ECR
plansnow being included in base rates. As a result, $51 million of depreciation associated with thoseenvironmental
projects is shown asdepreciation in 2013. Depreciation for these ECR plans was included in Keniucky Gross Margins in
2012 and 2011. This increase was partially offset by lower depreciation due to revised rates that were effective January 1,
2013. Both events arc the resultof the 2012 rate case proceedings.

Higher interest expense in 2014 compared with 2013 primarily due to S22 million of higher expense resulting from the
issuance of$500 million ofFirst Mortgage Bonds in November 2013 and higher short-term debt balances partially offset
by a $10 million loss on extinguishment ofdebt in 2013 related to the remarketing of the PPL Capital Funding junior
Subordinated Notes component of the 2010Equity Units and simultaneous exchange intoSenior Notes in thesecond
quarter of 2013, and a $5 million decrease due to lower rates on therelated Senior Notes as compared with theJunior
Subordinated Notes.
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• Higher income taxes in 2013 compared with 2012 primarily due to higher pre-tax income.

The following after-tax gains (losses), which management considers special items, also impacted the Kentucky Regulated
segment's results.

Impairmcnis:
Other asset impairments, net or tax of SO.SO.SiO(a)

LKE acquisition-related adjustments:

Net operating loss carryforward and other tax-related adjustments
Other:

LKE discontinued operations (b)
EEI adjustments, net of tax of SO.$0. SO(c)

Total

Income Statement

Line Item

Othcr-Than-Temporary-lmpairments

Income Taxes and Other operation
and maintenance

Discontinued Operations
Other Incontc (Expen.se)- net

2014 2013

3

2012

(15)

4

(.5)

(16)

(a) KUrecorded an impairment of its equity nKthod invcstnKnt in EEI. Sec Note 16 to the FinancialStatements for additional information.
(b) 2012 includes an adjustment recorded by LKEto an indemnification liability.
(c) Recorded by KU.

Pennsylvania Reaulatetj Segment

The Pennsylvania Regulated segmeni includes the regulated electricity transmission and disiribuiion operations of PPL
Electric. The Pennsylvania Regulatedsegmeni represents 15%of Net Income Attributable to PPL Shareowners for 2014 and
16% of PPL's assets at December 31, 2014.

Net Income Attributable to PPL Shareowners includes the following results;

2014

$ Change
2013 2012 2014 V.S. 2013 2013 vs. 2012

Utility revenuc.s S 2.044 S 1.870 S 1.763 S 174 S 107
Energy purchases

External 587 588 5.50 (1) 38
Intersegment 84 51 78 33 (27)

Other operation and maintenance .543 .531 .576 12 (45)
Depreciation 185 178 160 7 18
Taxes, other than income 107 103 105 4 (2)

Total operating expenses I..506 1.451 1.469 55 (18)
Other Income (Expense) • net 7 6 9 t (3)
Inteirst Expense 122 108 99 14 9
Income Taxes 160 108 68 52 40

Net Income 263 209 1.36 54 73
Net Income Attributable to Noncontrolling Interests 4 (4)
Net Income Attributable to PPL Shareowners S 263 S 209 S 132 S

-I

I

77

The changes in the components of the Pennsylvania Regulated segment's results between these periods were due to the
factors set forth below, which reflect amounts classified as Pennsylvania Cross Delivery Margins and a certain item that
management considers special on separate lines and not on their respective Statement of Income line items. See below for
additional detail of the special item.

2014 vs. 2013 2013 vs. 2012

Pennsylvania Gross Deliver)' Margins S 118 S 114
Other operation and maintenance 13 23
(depreciation (7) (18)
Taxes, other than income 5
Other Income (Expense) - net 1 (3)
Interest Expense (14) (9)
InconK Taxes (-5.5) (39)
Noncontrolling Interests 4

Special Item, after tax (2)
Total S 54 S 77

ppn0-lc20t4 Final As Fited.docx Confidential 53



o

o

o

• See"Margins - Changes in Non-GAAP Financial Measures" for anexplanation of Pennsylvania Gross Delivery Margins.

• Lowerother operation and maintenance for 2014 compared with2013, primarily due to $16 million of lower payroll
related expenses due to lower headcount, less maintenance projects and more focus on capital work in 2014.

Lower other operation and maintenance for 2013 compared with 2012, primarily due to lower storm costs of $25 million
and lower support group costs of SIO million, partially offset by $12 million increased vegetation managementcosts.

• Higher depreciation for both periods primarily due to transmission PP&E additions as well as additions related to the
ongoing efforts to ensure the reliability of the delivery systemand the replacement of aging infrastructure.

• Higher interest expense for both periods primarily due to the issuance of first mortgage bonds in July 2013 and June
2014.

• Higher income taxes in 2014 compared with 2013, primarily due to higher pre-tax income which increased income taxes
by $46 million and tax benefits related to federal and state income tax reserves of $8 million in 2013.

Higher income taxes in 2013 compared with2012, primarily due to higher pre-tax income which increased income taxes
by$47 million, partially offset by$8 million of income lax return adjustments primarily recorded in 2012, largely related
to changes in flow-through regulated tax depreciation.

The following after-lax loss, which management considers a special item, also impacted the Pennsylvania Regulated
segment's results.

Income Siatcmcnt

Line liem 2014 2013 2012

Olher Operation
Separation benefits - bargaining unit voluntary program, net of tax of SI. SO. SO(a) and Maintenance S (2) S S

(a) InJune2014, PPLEleciric's largest IBEW localratified a newthree-year laboragreement. In connection withthe newagreement, bargaining unitone
time voluntary retirement benefits were recorded. See Note 13 to the Financial Statemcnt.s for additional information.

Supply Segment

The Supply scgmenl primarily consists of PPL Energy Supply's wholesale, retail, marketing and trading activities, as well as
its compeiitive generation operations. In addition, certain financing and other costs are allocated to the Supplysegment. The
Supply segment represents 17% of Net income Attributable to PPL Shareowners for 2014 and 23% of PPL's assets at
December 31, 2014.

In June 2014, PPL and PPL Energy Supply, which primarily represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses into a new, stand-alone,
publicly traded company named Talen Energy. Upon completion of this transaction, PPL will no longer have a Supply
segment. See Note 8 to the Financial Statements for additional information.

Net Income Attributable to PPL Shareowners includes the following results.

$ Change
2014 2013 2012 2014 VS.2013 2013 V.s. 2012

Energy revenues
Exiemal (a) $ 3.0.') 1 S 3.936 S 4.816 $ (885) S (880)
Inicrscgmcnt 84 51 79 33 (28)

Energy-relalcd businesses 601 527 461 74 66

Total operating revenues 3.736 4.514 5..3.56 (778) (842)
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S Change
2014 2013 2012 2014 vs. 2013 2013 vs. 2012

Fuel (a) 1.196 1.049 965 147 84
Energy Pun:ha.ses (a) 209 1.171 1.812 (962) (641)
Other operation and maintenance (b) 1.007 1.026 1.014 (19) 12
Los.s on lease termination (c) 697 (697) 697
Depreciation 297 299 276 (2) 23
Taxes, other than income 57 53 54 4 (1)
Energy-related businesses 573 512 450 61 62

Total operating expenses 3.339 4.807 4..57I (1.468) 236
Other Income (Expense) - net 30 32 16 (2) 16
Interest Expense 181 216 212 (35) 4

Income Taxes 93 (174) 220 267 (394)
Income (Loss) from Discontinued Operations (c) 154 32 46 122 (14)
Net Income 307 (271) 415 .578 (686)
Net Income Attributable to Noncontrolling Interests 1 I (1)
Net Income Attributable to PPL Shareowners S 307 S (272) S 414 $ .579 S (686)

(a)

(b)

(c)

Includes the impact from energy-related economic activity. See "Commodity Price Risk (Non-trading) - liconomic Activity" in Note 17 to the
Financial SiaienKnis for additional infomiation.

2013 includesan impairment chargeof S65 million(S39 millionaflcr-tax) for the Coreltccoal-firedplant and relatedemission allowances. Sec Note
16 to the Financial Statements for additional information.

See Note 8 to the Financial Statentcnts fur additional information.

The changes in ihe results of the Supply segment between these periods were due to the faciors set forth below, which reflect
amounts classincd as Unregulated Gross Energy Margins and certain items that managementconsiders special on separate
lines within the tableand not in their respective Statement of Income line items. See below for additional detail of ihe special
items.

Unregulated Gross Energy Margins
Other operation and maintenance
Depreciation
Taxes, other than income

Other Income (Expense) - net
Interest Expense
Other

Income Taxes

Discontinued operations, after tax
Special items, after tax
Total

2014 vs. 2013 2013 vs. 2012

S (188) S (194)

(7) 42
2 (23)
•> 4

(2) 19

35 (4)
(3) (.5)
82 23

17 1

641 (549)

$ 579 S (686)

Sec "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Unregulated Gross Energy Margins.

Higherotheroperation and maintenance in 2014 compared with 2013 primarily due to higher project expenses, including
refuelingoutage expenses, at PPL Susquehanna of $28 million, partially offset by the elimination of rent expense of $20
million associated with the Colstrip lease which was terminated in December 2013.

Lower other operation and maintenance in 2013 compared with 2012 primarily due to lower fossil and hydroelectric
expenses of $27 million, largely driven by lower outage expenses in 2013 and lower pension expense of $ 11 million.

Higher depreciation in 2013 compared with 2012 primarily due to PP&E additions.

Higher other income (expense) - net in 2013 compared with 2012, however no individual item was significant in
comparison to the prior year.

Lower interest expense in 2014 compared with 2013 primarily due to the repayment of debt in July and December 2013.

Lower income taxes in 2014 compared with 2013 due to lower pre-tax income, which reduced income taxes by $54
million, $16 million of lower taxes due to state tax rate changes and $12 million related to lower adjustments to valuation
allowances on Pennsylvania net operating losses.
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Lowerincome taxes in 2013 compared with2012 due to lower pre-tax income, which reduced income taxes by $52
million, and SIO million related to the impact of prior period tax returnadjustments, partiallyoffset by $38 million of
higher taxes due to state lax rate changes.

results.

Adjusted energy-related economic activity • net. net of tax of S4. S54. ($26)
lmpaim>cnis:

Kerr Dam Project impairment, net of tax of $8. SO.SO(b)

Adjustments • nuclear decommissioning trust investments, net of tax of $0. SO. S{2)

Other asset impairments, net of tax of SO.SO.SO

Coreiie asset impairmeni. net of lax of SO.S26. SO(c)
Spinoff of PPL Energy Supply;

Separation benefits, net of tax of S6. $0. SO (d)

Transition costs, net of lax of SO. SO. SO
Other:

Change in tax accounting method related to repairs

Countcrpany bankruptcy, net of tax of SO. S( I). S5 (e)

Whole.sale supply cost reimburscn>ent. net of tax of SO.SO.SO

Ash basin leak renKdiation adju.stmenl. net of tax of SO. $0. $( I)
Coal contract modification payments, net of tax of SO.SO.Si 2 (0

Separationbenefits • bargainingunit voluntaryprogram, net of tax ofS7. SO. SO (g)
!-oss on Colsirip operating lease temiinaiion. net of lax of SO. S284. SO (h)
Mechanical contracting and engineering revenue adjustment, net of tax of (S7). SO. SO (i)

Sale of Montanahydroelectric generatingfacilities, net of tax of ($100). SO. SO (j)
Total (k)

items, also impacted the Supply segment's

Income Statement

Line Item 2014 2013 2012

(a) S (6) S (77) S 38

Discontinued

Operations (10)
Other Income

(Expense) - net 2

Other operation and
maintenance (1)
Other operation and
maintenance (39)

Other operation and
maintenance (10)
Other operation and
maintenance (1)

Income Ta.xcs (3)
Other operation and
maintenance 1 (6)
Unregulated wholesale
energy 1

Other operation and
maintenance 1

Fuel (17)
Other operation and
maintenance (10)
Lx)ss on lease termination (413)
Energy-related businesses 10

Discontinued

Operations 137

S no S (5?l) S 18

(a) Represents unrealized gains(losses), after-tax. oneconomic activity. See "Commodity Price Risk (Non-trading) - Economic Activity" in Note 17to
the Financial Statemcnu for additional information. Amountshave been adjusted for insignificant amounts for option premiums.

(b) In 2014.an arbitrationpanel issued its finaldecision holdingthat the conveyanceprice payable to PPL Montana wasSIS million. As a result. PPL
EnergySupplydcicnnined the Kerr Dam Projectwas impairedand recorded a pre-taxchargeof SIS million. Sec Note 16 to the Rnancial Statements
for additional information.

(c) In 2013. PPL EnergySupplydetermined its Coreite plantwas impairedand recordeda pre-taxchargeof S6.S millionfor the plantand relatedemission
allowances. See Note 16 to the Financial Statements for additional information.

(d) PPL EnergySupply recorded .separation benefits related to the anticipatedspinoff transaction. See Note 8 to the FinancialStatementsfor additional
information.

(e) InOctober 2011. a wholesale customer. SMGT. filed forbankruptcy protection underChapter 11 of the U.S. Bankruptcy code. In2012. PPL
EnergyPlus recorded an additional allowance for unpaid amounts under thelong-term powercontract. In March 2012. the U.S. Bankruptcy Courtfor
the District of Montanaapprovedthe request to terminatethe contract,effective April 1.2012. InJune 2013. PPL EnergyPlusreceivedan approval for
an administrative claim in the amount of S2 million.

(0 Asa result of lowerelectricity and natural gas prices, coal-fired generation outputdecreased during2012. Contract modification payments were
incurred to reduce 2012 and 2013 coal deliveries.

(g) In2014. PPL EnergySupply's largest IBEWlocal ratified a new three-yearlabor agreement. Inconnection with the newagreement, bargainingunit
one-time voluntary retirement benefits were recorded. Sec Note 13 to the Financial Statements for additional information.

(h) In September2013. PPL Montanaexecuted a definitiveagreement to sell to NorthWcslem certain hydroelectricgenerating facilities located in
Montana. To facilitate the sale. PPL Montanaterminatedits operating leasearrangement related to partial interests in Units 1.2 and 3 of the Colstrip
coal-firedelectric generating facility in December2013and acquired those interests,collectively, for $271 million. At lease termination,the existing
lease-related a.sselson the balance sheet were written off and the acquired Colstrip assets were recorded at fair value as of the acquisition dale. PPL
and PPL Energy Supply recorded a pre-tax charge of 5697 million for the termination of the lease. See Note 8 to the Financial Statements for
additional information.
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(i) In 2014. PPLand PPLEnergy Supplyrecorded SI7 million lo "Energy-related businesses" revenues on the2014Statement of Income related to prior
periodsand the timingof revenue recognition for a mechanical contractingand engineeringsubsidiary. See Note I to the FinancialStatementsfor
additional information.

(j) InNovember 2014, PPL Montana completed thesaleof633MW of hydroelectric generating facilities to NonhWestem. PPL Energy Supply
recognized a pre-tax gain of $306 million (S206 million after-tax) as a result of thetransaction. PPL recognized a pre-tax gain of $237 million ($137
millionaficr-tax)as a resultof the transaction, which reflectsthe allocationof $69 millionof additionalgoodwill. See Note8 to the Financial
Statements for additional information.

(k) PPLEnergy Supply's 2014special items wereS179 million and reflect the$206 million after-tax gainfrom thesaleof the hydroelectric generating
facilities discussed in footnote (j).

Reconciliation of Economic Activity

The following table reconciles unrcalizetJ pre-tax gains (losses) from the table within "Commodity Price Risk (Non-irading)
Economic Activity" in Note 17 to the Financial Slalemenls lo the special item identified as "Adjusted energy-related
economic activity, net."

Operating Revenues
Unregulated wholesale energy
Unregulated retail energy

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

2014 2013 2012

$ 32.'5 $
29

(721)
12

$ (311)
(17)

(27)
(327)

(4)
.$86

(14)
442

(10)
(127)

(4)
100

(1)
(10) (131) 99

3.$

$ (10) S (131) $ 64

$ (6) $ (77) $ 38

(a) See Note 17 to the Financial StatenKnts for additional information.
(b) Adjustment forthe netdeferral and amortization of option premiums over thedelivery period of the itemthatwashedged or upon realization. Option

premiumsare recorded in "Unregulated wholesaleenergy"and "Energypurchases"on the StatenKntsof Income.

Margins

Non-GAAP Financial Measures

Management ulilizes ihe following non-CAAP financial measures as indicators of performance for its businesses.

• "Kentucky Gross Margins" is a single financial performance measure of ihe electricity generation, transmission and
distribution operations of the Kentucky Regulated segment, LKE, LG&E and KU, as well as Kentucky Regulated
segmenl's, LKE's and LG&E's distribution and sale of natural gas. In calculating this measure, fuel, energy purchases and
certain variable costs of production (recorded as "Other operation and maintenance" on the Statements of Income) arc
deducted from revenues. In addition, certain other expenses, recorded as "Other operation and maintenance",
"Depreciation"and "Taxes, other than income" on ihc Statements of Income, associated with approved cost recovery
mechanisms are offset against the recovery of those expenses, which are included in revenues. These mechanisms allow
for direct recovery of these expenses and, in some cases, returns on capital investments and performance incentives. As a
result, this measure represents the net revenues from electricity and gas operations.

"Pennsylvania Gross Delivery Margins" is a single financial performance measure of the electricity delivery operations of
the Pennsylvania Regulated segment and PPL Electric, 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 reconciliation
table below (in "Energy purchases from affiliate" in PPL Eleciric's reconciliation table). As a result, this measure
represents the net revenues from the Pennsylvania Regulated segment's and PPL Elcctric's electricity delivery operations.
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"Unregulated Gross EnergyMargins" is a single financial performance measure of (hecompetitive energy activities of the
Supply segment and PPL Energy Supply, which are managed on a geographic basis. In calculating thismeasure, energy
revenues, including operating revenues associated withcertain businesses 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, recorded in "Taxes, other than income," and operating expenses associated with certain businesses classified
as discontinued operations. This performance measure is relevant due to the volatility in the individual revenue and
expense lines on the Statements of Income thatcomprise"Unregulated Gross Energy Margins." This volatility stems
from a number of factors, including the required netting of certain transactions with ISOsand significant fluctuations in
unrealized gains and losses. Such factors could result in gains or losses being recorded in either "Unregulated wholesale
energy," "Unregulated retail energy" or "Energy purchases" on the Statements of Income. This performance measure
includes PLR revenues from energy sales to PPL Electric by PPL EnergyPIus, which are reflected in "PLR intersegment
utility revenue (expense)" in thereconciliation table below (in "Unregulated wholesale energy to affiliate" in PPLEnergy
Supply's reconciliation table). "Unregulated Gross Energy Margins" excludes adjusted energy-related economic activity,
which includes thechanges in fair value of positions used to economically hedgea portionof theeconomic value of the
competitive generation assets, full-requirement salescontracts and retail activities. Thiseconomic value is subject to
changes in fair value due to market price volatility of the inputand output commodities (e.g., fuel and power) prior to the
delivery period that was hedged. Adjusted energy-related economic activity includes the ineffective portion of qualifying
cash flow hedgesand premium amortization associated withoptions. Unrealized gains and losses related to this activity
aredeferred and included in "Unregulated Gross Energy Margins" over thedelivery period of the item that was hedged or
upon realization.

These measures arc 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 report their results
of operations. Management believes these measures provide additional useful criteria to make investment decisions. These
performance measures are used, in conjunction with other information, by senior management and PPL's Board of Directors
to manage the operations, analyzeactual results compared with budgetand, in certaincases, to measure certaincorporate
financial goals used to determine variable compensation.

Reconciliation of Non-GAAP Financial Measures

The following tables contain the components from the Statement of Income that arc included in the non-GAAP financial
measures and a reconciliation to PPL's "Operating Income" for the years ended December 31.

20t4 20t3

Unregulated Unregulated
Kentucky I'A Cross Gross Kentucky PA Gross Cross

Cross Delivery Energy Operating Cross Delivery Energy Operating
Marein.s Maruiiw Margins Other (a) Income (b) Margins Margins Maruins Other(a) Income (h)

Operating Revenues
Ulilily S .1.168 S 2.044 S 2..570 (c) S 7,782 $ 2,976 S 1.870 S 2.355 (0 $ 7,201
PLR inlersegineni utility
revenue (expense) (d) (84) S 84 (51)S 51

Unregulated wholesale energy 1.490 318 (e) 1,808 3.623 (714) (c) 2,909

Unregulated retail energy (0 1.216 23 (e) 1,239 1,015 8 (e) 1,023
Energy-related businesses 670 670 588 588

Total Operating Revenues 3.168 1.960 2.790 3.58! 11,499 2,976 1,819 4.689 2.237 11.721

Operating Expenses
Fuel 965 1,169 27 (8) 2,161 896 1,045 3 (R) 1,944
Energy purcha.ses 253 587 (121) 322 (e) 1,041 217 588 1,745 (583) (e) 1,967
Other operation and
maintenance 99 103 22 2.579 2,803 97 82 20 2.5S0 2,779

lx>ss on lease termination

(Note 8) 697 697
Depreciation II 1.209 1,220 5 1.137 1,142

Taxes, other than income 2 98 43 231 374 1 95 37 218 351
Energy-related businesses 8 620 628 7 556 563

Total Operating Expenses 1.330 788 1.121 4.988 8,227 1.216 765 2,8.54 4.608 9.443

Income (L-oss) from
Discontinued Operations 117 (117) (h) 139 (1.39) (h)

Total S 1.838 S 1.172 S 1.786 S (1.524) S 3,272 S 1.760 S 1,054 S 1.974 S (2.510) S 2,278
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Unregulutcd
Kentucky PA Gross Gross

Gross Delivery Energy Operating
Margins Margins Margins Other (a) Income (b)

Operating Revenues
Utility S 2.759 S 1.763 $ 2.286 (c) S 6.808
PLR interscgnKnt utility
revenue (expense) (d) (78) S 78

Unregulated wholesale energy 4.266 (290) (c) 3.976

Unregulated retail energy (0 861 (21) (e) 840

Energy-related businesses 508 508

Total Operating Revenues 2.759 1.685 5.205 2.483 12.1.32

Opcniting Expenses
Fuel 872 931 34 (8) 1.8.37
Energy purchases 195 5.50 2.207 (397) (c) 2.555
Other operation and
maintenance 101 104 19 2.567 2.791

Depreciation 51 1.036 1.087

Taxes, other than income 91 34 227 352

Energy-related businesses 484 484

Total Operating Expenses 1.219 745 3.191 3.951 9.106

Income (l-oss) from

Discontinued Operations 154 (154) (h)

Total $ 1.540 S 940 S 2.168 $ (1.622) S .3.026

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of IncottK.
(c) Primarily represents WPD's utility revenue.
(d) Primarily related to PLR supply sold by PPL EnergyPlus to PPL Electric.
(e) Includes energy-related economic activity,which is subject to fluctuations in valuedue to market price volatility. Sec "Commodity Price Risk (Non-

trading) • Economic Activity" within Note 17 to the Rnancial Statements. For 2012. "Unregulated wholesaleenergy" and "Energypurchases" include
a net pre-taxloss of S3.^ millionrelated to the moncti7ation of certain full-requirement sales contracts.

(0 Although retail energy revenues continue to grow, thenet margins related to these activities arc notcurrently a significant component of Unregulated
Gross Energy Margins.

(g) Includes economicactivity related to fuelas described in "Commodity Price Risk(Non-trading)- Economic Activity" within Note 17 to the Rnancial
StaienKnis. 2012 includesa net pre-tax loss of S29 millionrelated to coal contract modification payments.

(h) Represents the revenues a.ssociated with the hydroelectric generatingfacilities located in Montanathat are classifiedas discontinuedoperations. These
revenues are not reflected in "Operating Income" on the Statements of Income.

Changes in Non-GAAP Financial Measures

The following table shows the non-CAAP financial measures by PPL's reponable segment and by component, as applicable,
for the year ended December 31 as well as the change between periods. The factors that gave rise to the changes are
described following the table.

$ Change
2014 2013 2012 2014 Vs. 2013 2013 V:s. 2012

Kentucky Regulated
Kentucky Gross Margins

LG&E

KU

$ 833

1.005

S 79!

969

S 727

813

S 42

36

S 64

1.56

LKE $ 1.8.38 S 1.760 s 1.-540 s 78 S 220

Penmsylvuniu Regulated
Pennsylvania Gross Delivery Margins

Distribution

Transmission
S 837

335

s 803

251

s 730

210

$ 34

84

s 73

41

Total S 1.172 s 1.054 s 940 s 118 s 114

Supply
Unrcguiated Gross Energy Margins

Eastern U.S.

Western U.S.

s I..59I

195

s 1.7.56

218

s 1.867

.301

s (165)
(23)

s (III)

(83)
Total $ 1.786 s 1.974 s 2.168 $ (188) s (194)
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Kentucky Gross Margins

Kentucky Gross Margins increased in 2014 compared with 2013, primarily due to returns onadditional environmental capital
investments of $55 million ($27 million at LG&E and $28 million at KU) and higher volumes of $13 million ($5 million at
LG&E and $8 million at KU). The change in volumes was driven by unusually cold weather in the first quarter of 2014.

Kentucky Gross Margins increased in 2013 compared with2012, primarily due to higherbase rates of $102 million {$44
million at LG&E and $58 million at KU), environmental cost recoveries added to base rates of $53 million ($3 million at
LG&E and $50 million at KU), returns from additional environmental capital investments of $34 million ($16million at
LG&E and $18 million at KU), higher fuel recoveries of$18 million ($7 million at LG&E and $11 million at KU) and higher
volumes of $6 million ($9 million higherat KU, partially offset by $3 million lowerat LG&E).

The increase in base rales was the result of new KPSC rales effective January I. 2013 at LG&E and KU. The environmental
cost recoveries added to base rates were due to the transfer of the 2005 and 2006ECR plans intobase rates as a result of the
2012 Kentucky rate cases for LG&E and KU. This transfer results in depreciation and other operation and maintenance
expenses associated with the 2005 and 2006 ECR plans being excluded from Kentucky Gross Margins in 2013, although the
recovery of such costs remain in Kentucky Cross Margins through base rates.

Pennsylvania Gross Delivery Margins

Distribution

Distribution margins increased in 2014 compared with2013, primarily due to an $18 million favorable effectof distribution
improvement capital investments and a S12 million benefit from a change in estimate of a regulatory liability.

Distribution margins increased in 2013 compared with 2012, primarily due toa $53 million favorable effect ofprice, largely
comprised of higher base rates, effective January 1,2013, a $15 million impact of weather, primarily due to the adverse effect
of mild weather in 2012 and higher volumes of $5 million.

Transmission

Transmission margins increased for both periods, primarily due to increased capital investments.

Unregulated Gross Energy Margins

Eastern U.S.

Eastern margins decreased in 2014compared with 2013, primarily duo to lower baseload energy prices of $354 million and
lowercapacity pricesof $34 million, partially offset by net gains on commodity positions of $75 million, favorable asset
performance of $70 million, $38 million related to weather as discussed belowand gas optimization of $26 million.

During the first quarter of 2014, the PJM region experienced unusually cold weather conditions, higher demand and
congestion patterns causing rising natural gas and electricity prices in spot and near-term forward markets. Due to these
market dynamics, PPLEnergy Supply captured opportunities on unhedged generation, which were primarily offset by under
hedged full-requirement sales contracts and retail electric.

Eastern margins decreased in 2013 compared with 2012, primarily due to $435 million of lower baseload energy priees,
partially offset by $198 million of highercapacitypricesand $100 million of increased nucleargeneration volume.

Western U.S.

Western margins decreased in 2014 compared with2013, primarily due to lower wholesale energy prices.

Western margins decreased in 2013 compared with2012, primarily due to $69 million of lower wholesale energy pricesand
$15 million of lower net economic availability of coal and hydroelectric units.

ppll0-k2014 Finnt As Filed.docx Conndeniial 60



o

o

o

Statement of Income Analysis -

Utility Revenues

The increase (decrease) in ulilily revenues was due lo:
2014 vs. 2013 2013 V.S. 2012

l>3mcstic:

PPL Electric (a)
LKE(b)

$ 175 $

192

106

217
Total l>omestic 367 323

U.K.:

Price (c)
Volume (d)
Line loss accrual adjustments (e)
Foreign currency exchange rates
Third-partyengineeringrevenue
Other

194

(88)
(20)
142

(8)
(6)

221

5

(142)
(27)

13

Total U.K. 214 70
Total $ .581 S 393

(a)

(b)
(c)

(ci)

(c)

See "Pennsylvania Cross DeliveryMargins" for funhcr informaiion.
Sec "KcniuckyGross Margins" for further information.
The increase in 2014 compared with 2013 was due to price increases effective April 1. 2014 and April I.2013. The increase in 2013 compared with
2012 was due to price increaseseffective April 1.2013 and April 1.2012.
The decrease in2014 compared with 2013 was primarily due to the adverse effect ofweather. The increase in 2013 compared with 2012 was primarily
due to the favorable effect of weather.

The decrease in both periods was primarily duetounfavorable lo.ss accrual adjustments in2014 and 2013 based onOfgem's consultation documents on
the DrcR4 line loss incentivesand penalties and Ofgem's final decisionon this matter in March 2014. See Note6 to the Rnancial Statements for
additional information.

Certain Operating Revenues and Expenses Included in "Margins"

The following Slatcmcni oflncomc line items are included above within "Margins" and are not discussed separately.

2014 v.s. 2013 2013 V.S. 2012

Unregulated wholesale energy
Unregulated retail energy
Fuel

Energy purcha.scs

Energy-Related Businesses

(I.IOI)
216

217

(926)

(1.067)
183

107

(.'iSS)

Nei contributions from energy-related businesses increased by $17 million in 2014 compared with 2013. During 2014, PPL
and PPL Energy Supply recorded a $17 million increase to "Energy-related businesses" revenues on the Statement of Income
related to prior periods and the timing of revenue recognition for a mechanical contracting and engineering subsidiary. See
Note I to the Financial Statements for additional information.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

Domcsiic:

LKElimingand scopeof scheduled generation maintenance outages
PPL Electric Act 129 costs incurred (a)
PPL Electric vegetation management (b)
PPL Electric payroll-related costs (c)
PPL Electric .storm costs (d)
PPLSusquehanna (e)
PPL EnergySupply fossil and hydroelectric plants (0
Bargaining unit one-tin>c voluntary retirement benefits (Note 13)
Separationbenefits relatedto spinoffof PPL EnergySupply (Note 8)
Stock compensation expense
Other
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14 S (21)
6 (24)

(4) 12

(16) 4

18 (26)
28 (3)

(78) 41

20

36

13 2

6 (15)
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2014 vs. 2013 2013 %s. 2012
U.K.:

Neiwork maimerunce (g)
Third-pany engineering
Pension (h)
Separaiion bencfiis
Employcc-rclaied expenses
Foreign currency exchange rales
Acquisition-related adjustments
Other

3 32

(9) 12

(38) 8

(4) (II)
(3) (7)
23 (4)
12 (8)
(3) (4)

s 24 S (12)

(a)

(b)

(c)
(d)

(e)
(0

(g)
(h)

Relates toexpenses associated with PPLElcctric's PUC-approvcd energy efficiency and conservation planwithprograms sianing in 2010. These
expenses are recovered in customer rates. Thedecrease in 2013 compared with 2012results from the number of programs and the timing of such
programs. Phase I of Act 129closed in May 2013. Phase2 programsbegan in June 2013.
The increase in 2013 compared with 2012 wasdue to increased activities related to maintaining and increasing system reliability for both the
transmission and distribution systetns.
Thedecrease in 2014 compared with 2013 was dueto lower headcount. less maintenance work and more focus oncapital projects in2014.
Theincrease in2014 compared with 2013 was dueto more stortn events. The2012 expenses were unusually high dueto Hurricane Sandy expenses.
The increase in 2014 compared with 2013 wasprimarily due to project expenses, including refueling outageexpenses.
Thedecrease in 2014 compared with 2013 was primarily due toa Sb.^i million impairment charge in 2013 related to theCorettc plant and the
elimination ofS20 million of rent expense associated with theColstrip lease which was temiinaied in December 2013. Theincrease in 2013 compared
with 2012 wasprimarily due to the$65 million impairment chargein 2013 related to theCorettc plant, partially offsetby lowerfossil and hydroelectric
expensesof S24 million, largelydriven by loweroutage expenses in 2013. See Note 16 to the Financial Statementsfor additional informationon the
Corette plant impairment.
The increase in 2013compared with 2012 was primarilydue to vegetation management.
Thedecrease in 2014compared with2013 wasprimarily due to loweramortization of priorperiod losses and an increa.sc in expected asset rciums.

Loss on Lease Termination

A $697 million charge was recorded in 2013 for the terminalion of the Colstrip operating lease to facilitate the sale of the
Montana hydroelectric generating facilities. See Note 8 to the Financial Staleinenls for additional information.

Depreciation

o The increase (decrease) in depreciation was due to;

O

Additions to PP&E, net

LKE lower depreciation rates effective January 1. 2013 (a)
Adjustments to PPL Montana assets (b)
Foreign currency exchange rates
Total

2014 Vs. 2013 2013 v;s. 2012

S 75 S 80

(22)
(15)
18 (3)

S 78 S 55

(a) A result of the 2012 rate case.
(b) t-ower depreciation expense in 2014 due to the impairment recorded at PPLMontana for theCorettc plantand thewrite-down of assets in conjunction

with the termination of the operating lease at the Colstrip facility, both of which occurred in 2013.

Taxes, Other Than Income

The increase (decrease) in laxes, other ihan income was due to:

State gross receipts tax (a)
State capital .stock tax
Foreign currency exchange rates
Other

Total

2014 vs. 2013 2013 vs. 2012

S 12

S (5)
10

1 4

S 23 $ (1)

(a) The increa.se in 2014 comparedwith 2013 was primarilydue to higher retailelectric revenues. This tax is included in "Unregulated Gross Energy
Margins" and "Pennsylvania Gross Deliver)' Margins".
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Other Income (Expense) - net

The increase (decrease) in other income (expense) - net was due to:

Economic foreign currency exchange coniracts (Note 17)
Earnings on securities in NDT funds
Charitable contributions

Transaction costs related to spinoff of PPL Energy Supply (Note 8)
Other

Total

See Note 15 to the Financial Statements for additional information.

Other-Than-Temporary Impairments

Othcr-than-temporary impairments decreased by$26 million in2013compared with 2012 primarily due to a $25 million pre
tax impairment of the EEI investment in 2012. See Notes I and 16 to the Financial Statements for additional information.

Interest Expense

The increase (decrease) in interest expense was due to:

t-ong-tcmi debt interest expense (a)
Short-term debt interest expense
(Hedgingactivities and ineffectiveness
Capiiali/ed interest (b)
Net amortization of debt discounts, premiums and issuance costs
L^ss on cxiinguishntcni of debt (c)
Foreign currency exchange rates
Other

Total

2014 vs. 2013 2013 V.S. 2012

$ 159 S 14

5 1

(5) (15)
(19)

1 16

$ 141 S 16

2014 vs. 2013 2013 v;s. 2012

S 15 S 37

6 3

(11) 4

12 (2)
(8) (4)
(1) 10

19 (4)
(2) (1)

$ 30 S 43

(a) 'nic iticreasc in 2014compared with 2013 was primarilydue to debt issuances at WPD(West Midlands)in October20)3. LG&Eand KU in November
2013 and PPLElectric in June 2014 andJuly 2013. Partially offsetting the increase wasrepayment of debtat PPL Energy Supplyin Julyand
December 2013.

The increase in 2013compared with 2012 was primarilydue to debt issuances at PPLCapital Fundingin March2013, June 2012and October 2012.
PPLElectric in July2013and August 2012. and WPD (EastMidlands) in April 2012. Partially offsetting the increase was the repayment of PPL
Energy Supply debt in July 2013.

(b) Includes AFUDC. The increase in 2014compared with 2013 wasprimarily due to the Holt wood hydroelectric expansion project placedin servicein
Novetnbcr 2013.

(c) In March 2014. a S9 million losswasrecorded related to PPLCapital Funding's remarketing anddebte.xchange of theJuniorsubordinated notes
originally issued in April 2011 as a component of the 2011 Equity Units. In May2013. a SI0 million losswas recorded related to PPLCapital
Funding's remarketing and exchange of theJuniorsubordinate notes that were originally issued in June2010as a component of PPL's 2010 Equity
Units.

Income Taxes

The increase (decrease) in income taxes was due to:

2014 vs. 2013 2013 V.S. 2012

Change in pre-tax income at current period tax rates S 420 S (310)
State valuation allowance adjustments (a) 31 11

Slate deferred tax rate change (b) (16) 34

Federal and state tax reserve adjustments (c) 42 (42)
Federal and state tax return adjustments (d) 7 (21)
U.S. income tax on foreign eamings net of foreign tax credit (e) 44 (17)
U.K. Finance Act adJustnKnls (0 96 (22)
Itnpaci of Lower U.K. income lax rates (0 (17) (16)
Other 11 28

Total

CO

S (355)
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(a) The valuaiion allowances recorded onPPL's siaic deferred lax assets primarily relate toPennsylvania net operating loss carryforwards. Pennsylvania
requires that each corporation file a separate income tax return and has significant annual limiuiiions on the deduction for net operating loss
carryforwards. Currently. Pennsylvania allows anannual maximum deduction equal tothe greater of$4million or25% oftaxable income. Legislation
enacted in2013 increased the annual maximum deduction to the greater ofS5million or30% of taxable income for tax years beginning in2015.

As a result of the PPL Energy Supply spinoff announcement. PPL recorded S50 million ofdeferred income tax expense during 2014 toadjust the
valuation allowance ondeferred tax assets primarily for state net operating loss carryforwards that were previously supported by the earnings of PPL
Energy Supply.

During 2013 and 2012. PPL recorded $24million and S9million of state deferred income taxexpense related toa deferred taxvaluation allowance
primarily due toa decrease inprojected future taxable income over the remaining carryforwartl period of Pennsylvania net operating losses.

(b) Changes in state apportionment resulted in reductions to the future estimated state tax rate at December 31. 2014 and 2012. and an increase to the
future estimated state tax rate at December 31.2013. PPL recorded an insignificant deferred lax benefit in2014. a SI5 million deferred tax expense in
2013 and a $19 million deferred tax benefit in 2012 related to its state deferred tax liabilities.

(c) In May 2013. the U.S. Supreme Coun reversed the December 2011 ruling, bythe U.S. Court of Appeals for the Third Circuit, concerning the
crcditabilily of U.K. Windfall Profits Tax for U.S. federal income taxpurposes. Asa result of thisdecision. PPLrecorded a taxbenefit of $44 million
during 2013. See Note 5 tothe Financial Statements for additional int^ormaiion.

PPLrecorded a tax benefitof $7 millionduring 2013and $6 millionduring 2012 to federal and state incometax reservesrelated to strandedcost
securitization. The reserve balance at December 31. 2013 related to .stranded costs securitization was zero.

(d) During 2012. PPL recorded $16million in federal andstate incotne taxexpense related to thefiling of the2011 federal andstateincome tax retums.
Of this amount. $5 million relates to the reversal of prior years' state income lax benefits related to regulated depreciation. PPL changed itsmeihoti of
accounting for repairexpenditures for laxpurposes effective for its 2008tax year.

(e) During 2014. PPLrecorded $47 million of income taxexpense primarily attributable to taxable dividends.

During 2013. PPL recorded $28million income lax expense resulting from increased taxable dividends offset bya $19million income taxbenefit
associated with a ruling obtained from the IRS impacting therecalculation of 2010 U.K. earnings and profitsthatwasreflected on an amended 2010
U.S. tax return.

During 2012. PPL recorded a $23million adjustment to federal income taxexpense related to therecalculation of 2010 U.K. earnings and profits.
(0 The U.K.'s Finance Act 2013. enacted inJuly 2013. reduced the U.K. statutory income tax rate from 23% to21% effective April I. 2014 and from 21%

to 20% effective April I. 2015. Asa result. PPL reduced its netdeferred taxliabilities and recognized a $97million deferred taxbenefit in 2013
related to both rale decreases.

The U.K.'s Finance Act2012. enacted inJuly2012.reduced the U.K. statutory income tax rate from 25% to 24% retroactive to April I. 2012and from
24%to 23%effective April I. 2013. Asa result. PPLreduced its netdeferred tax liabilities and recognized a $75 million deferred taxbenefit in 2012
related to both rate decreases.

See Note 5 to the Financial Slatcments for additional information on income taxes.

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

Income (Loss) from Discontinued Operations (net of income taxes) primarily includes the resultsof operations of the
Montana hydroelectric generating facilities for all periodspresented. See "Discontinued Operations - Montana HydroSale"
in Note 8 to the Financial Statements for additional information. Income (Loss) from Discontinued Operations (net of
income taxes) increased by $120 million in 2014 compared with2013 primarily due to the gain on the sale of the Montana
hydroelectric generating facilities, and decreased by$6 million in 201.3 compared with 2012primarily due to lower energy
margins due to lower energy prices.

PPL Energy Supply: Earnings, Margins and Statement of Income Analysis

Earnings

20t4 2013 2012

Net Income(Lxiss) Attributable to PPL EnergySupply Member $ 410 $ (230) $ 474
Special items,gains (losses), after-tax 179 (531) 18

Excluding special items, earnings in 2014 compared with 2013 decreased, primarily due to lower margins resulting from
lower energy and capacity prices, partially offset by favorable baseload asset performance, gains on certain commodity
positions, net benefits of unusually cold weather in the first quarter of 2014 and lower financing costs.

Excluding special items, earnings in 2013 compared with 2012 decreased, primarily due to lower baseload energy prices and
higherdepreciation, partially offset by highercapacityprices,higher nuclear generation volume and loweroperationand
maintenance expense.
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The lable below quantifies thechanges in thecomponents of Net Income (Loss) Attributable to PPL Energy Supply Member
between these periods, which reflect amounts classified as Unregulated Gross Energy Margins and certain items that
management considersspecial on separate lineswithin the tableand not in their respective Statement of Income line items.
Sec PPL's Results of Operations - Segment Earnings - Supply Segment for the details of special items.

Unregulated Cross Energy Margins
Oitier operation and maintenance
l3cprcciaiion
Taxes, oilier than income

Other Income (Expense) • net
Interest Expense
Other

Income Taxes

Discontinued Operations, after-tax
Special items, after-lax
Total

Margins

2014 vs. 2013 2013 vs. 2012

S (188) $ (194)

(7) 25
2 (27)
2 5

(2) 15

35 (1)
(6) (3)

77 24

17 1

710 (.549)

640 (704)

"Unregulated GrossEnergyMargins" is a non-GAAP financial performance measure that management utilizes as an
indicator of the performance of its business. Sec PPL's "Results of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of thechanges between periods.

The following tables contain the components from the Statements of Income that arc included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the years ended December 31.

2014 2013

Unregulated Unregulated
Gro.ss Energy Operating Cross Energy Operating

Margins Other (a) Income (h) Margins Other (a) Income (b)
Opcniting Revenues
Unregulated wholesale energy S 1.490 S 318 (0 S 1.808 S 3.623 S (714) (c) S 2.909
Unregulated wholesale energy
to affiliate 84 84 51 51

Unregulated retail energy (d) 1.216 27 (c) 1.243 1.015 12 (c) 1.027
Energy-related businesses 601 601 527 527

Total Operating Revenues 2.790 946 3.736 4.689 (17.5) 4.514

Operating Expenses
Fuel 1.169 27 (c) 1.196 1.045 4 (c) 1.049
Energy purchases (121) 330 (0 209 1.745 (574) (c) 1.171
Other operation and maintenance 22 985 1.007 20 1,006 1.026
Lx>ss on le.ase termination (Note 8) 697 697
Depreciation 297 297 299 299
Taxes, other than income 43 14 57 37 16 53
Energy-related businesses 8 565 .573 7 505 512

Total Operating Expenses I.I2I 2.218 3.339 2.8.54 1.9.53 4.807
Discontinued Operations 117 (117) (0 139 (139) (0

Total S 1.786 5 (1.389) S 397 S 1.974 S (2.267) S (293)

2012

Unregulated
Gro.ss Energy

Margins Other (a)
Operating
Income (h)

Operating Revenues
Unregulated wholesale energy S 4.266 S (290) (c) S 3.976
Unregulated wholesale energy
to affiliate 78 78

Unregulated retail energy (d) 861 (17) (c) 844

Energy-related businesses 448 448

Total Operating Revenues 5.205 141 5.346
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2012

Unregulated
Gross Energy Operating

Murcins Other (a) Income (b)
Operating Expenses
Fuel 931 34 (c) 965
Energy purcha.ses 2.207 (386) (c) 1.821
Other operation and maintenance 19 978 997
Depreciation 272 272
Taxes, other than income .34 21 55
Energy-related businesses 432 432

Total Operating Expenses 3.191 1.351 4.542
Di-sconiinued Operations 154 (1.54) (0

Total S 2.168 S (I..364) S 804

(a)
(b)
(c)

(d)

(c)

(0

Represents amountsexcluded from Margins.
As reported on the Statements of Inconte.
Includes energy-related economic activity, which issubject to fluctuations in value due to market price volatility. Sec "Commodity Price Risk (Non-
trading) - Economic Activity" within Note 17 to the Financial Statements. For 2012. "Unregulated wholesale energy" and "Energy purchases" include
a net pre-tax lossof S35 million related to the monetizaiion of certain full-requirement salescontracts.
Although retail energy revenues continue to grow, the net margins related to these activities arc not currently asignificant component ofUnregulated
Gross Energy Margins.
Includes economic activity related to fuel as described in "Commodity Price Risk (Non-trading) - Economic Activity" within Note 17 tothe Financial
Statements. 2012 includes a net pre-tax loss ofS29 million related tocoal contract modification payments.
Represents the revenues associated with the hydroelectric generating facilities located in Montana that are classified as discontinued operations. These
revenues arc not reflected in "Operating Income" on the Statements of Income.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included in "Margins"

The following Statenicni oflncome line ilems arc included above within "Margins" and arc not discussed separately.

2014 vs. 2013 2013 vs. 2012

Unregulated wholesale energy
Unregulated wholesale energy to affiliate
Unregulated retail energy
Fuel

Energy purchases

Energy-Related Businesses

(1.101)
33

216

147

(962)

(1.067)
(27)
183

84

(e.'io)

Neiconiribulions from energy-related businesses increased by $13 million in 2014 compared with 2013. During 2014, PPL
Energy Supplyrecorded a $17 million increase to "Energy-related businesses" revenues on the Stalcmenl oflncome related
to prior pcritxls and the timing of revenue recognition for a mechanical contracting and engineering subsidiary. See Note 1 to
the Financial Statements for additional information.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

Fossil and hydroelectric plants (a)
PPL Susquehanna (b)
PPL EncrgyPlus (c)
Bargaining unit one-lime voluntaryretirement benefits (Note 13)
Separation benefits related to spinoffof PPLEnergy Supply(Note8)
Other

Total

2014 V.S. 2013

(78)
28

I

17

16

(3)

2013 vs. 2012

41

(.3)
(18)

(19) S 29

(a)

(b)

The decrease in2014 compared with 2013 was primarily duetoa S65 million impainncni charge in2013 related to the Corctte plant and the
elimination ofS20 million ofrent expense associated with theColsirip lease which was temiinaied in December 2013. The increase in2013 compared
with 2012 was primarily due tothe S65 million impairment charge in2013 related tothe Coreitc plant, partially offset by lower fossil and hydroelectric
expense.s of S24 million, largelydriven by loweroutageexpenses in 2013. See Note 16 to the Financial Statementsfor additional infomtaiion on the
Coretle plant impairment.
The increase in 2014 compared with 2013 was primarily due toproject expenses, including refueling outage expenses.
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(c) The(iccrcascin2013compared with 2012 was primarily due to SMGTniing under Chapter II ofthe U.S. Bankruptcy Code. SI I million of
receivablta billed to SMCT were fully rcser\'cd in 2012.

Loss on Lease Termination

A$697 niillion charge was recorded in 2013 for the termination of the Coistrip operating lease to facilitate the sale of the
Montana hydroelectric generating facilities. See Note 8 to the Financial Statements foradditional information.

Depreciation

Depreciation decreased by $2 million in 2014 compared with 2013, primarily due todecreases of $15 million from the
impairment recorded at PPL Montana for the Corelte plant and the write-down ofassets in conjunction with the termination
ofthe operating lease at the Coistrip facility, both ofwhich occurred in 2013. These decreases were partially offset by
increases of$13 million from PP&E additions in part due to the completed PPL Holiwood project in 2013. Sec Note 16 to
the Financial Statements for additional information on the Corelte impairment and Note 8 to the Financial Statements for
information on the Coistrip operating lease termination.

Depreciation increased by$27 million in 2013 compared with 2012 primarily due to net PP&E additions.

Taxes, Other Than Income

Taxes, other than income increased by $4 million in 2014 compared with 2013 due to an $8 million increase in state gross
receipts tax offset bya $4 million decrease instate capital stock tax.

Other Income (Expense) - net

Other income (expense) - net decreased by $2 million in 2014 compared with 2013 and increased by $13 million in 2013
compared with 2012. The decrease in 2014 compared with 2013 resulted from 2013 including a gain of$8 million related to
adjustments to liabilities for a PPL Energy Supply former mining subsidiary partially offset by a $5 million increase in 2014
in net earnings on NDT funds. The increase in 2013 compared with 2012 primarily related to the former mining subsidiary's
gains discussed above.

Interest Expense

The increase (decrease) in interest expense was due to:

l-ong-lcmi ckbt interesi expense (a)
Shon-lcmi debt inicrcsi expense
Capiialized inicrcsi (b)
Nei amonizaiion of debi discounis. pn^miiims and issuancecosts
Olher

Tola!

2014 vs. 2013 2013 V.S. 2012

S (.«>0) S 1

7 (2)
14

(4) (1)
(2) 1

S (35) S 1

(a) Thedecrease in 2014 compared wiih 2013 was primarily duelo ihcrepayment of debt inJulyand December 2013.
(b) The increase in2014 compared with 2013 was primarily due tothe Holiwood hydroelectric expansion project placed inservice inNovember 2013.

Income Taxes

The increase (decrease) in income taxes was due to:

Change in pre-tax income at current period lax rates
Stale deferred tax rate change (a)
Federal income tax credits (b)
Federal and state lax reser\'e adjustments (c)
Other

Total

2014 vs. 2013 2013 Vs. 2012

S 298 $ (439)
(16) 34

8 3

(6) 8

(9) (1)
S 275 $ (395)

(a) Changes in stateapportionment resulted in reductions to the future estimated statetax rateat December 31. 2014 and2012. and an increase to the
future estimated state tax rate at December 2013. PPL Energy Supply recorded an insignificant deferred tax benefit in2014. a SI.S million deferred tax
expense in 2013. and a S19 million deferred tax benefit in 2012 related to its state deferred lax liabilities.
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(b) During 2013 and 2012. PPL Energy Supply recorded deferred lax bcnefiis related to investii>eni tax credits on progress expenditures for the Hollwood
hydroelectric plant expansion. SeeNote 8 totheFinancial Statements foradditional information.

(c) During 2013. PPL Energy Supply reversed $3 million in tax benefits related to a2008 change in method of accounting forccnain expenditures for tax
purposes and recorded $4 million in federal tax expense related to differences in over (under) payntent interest rates applied to audit claims as aresult
of the U.S. Supreme Coun decision related to Windfall Profits Tax.

See Note5 lo the Financial Siatemenis for additional information on income taxes.

Income (Loss) from Discontinued Operations (netof income taxes)

Income (Loss) from Discontinued Operations (net ofincome taxes) primarily includes the results ofoperaiions ofthe
Montana hydroelectric generating facilities for all periods presented. See "Discontinued Operations -Montana Hydro Sale"
in Note 8 to the Financial Statements for additional information. Income (Loss) from Discontinued Operations (net of
income taxes) increased by $19! million in 2014 compared with 2013 primarily due to the gain on the sale of the Montana
hydroelectric generating facilities, and decreased by $14 million in 2013 compared with 2012 primarily due to lower energy
margins due to lower energy prices.

PPL Electric: Earnings, Margins and Statement of Income Analysis

Earnings

Net Income Available to PPL
Special item, gain (loss), after-tax

2014

263

(2)

2013 2012

209 132

Excluding aspecial item, pre-tax earnings in 2014 compared with 2013 increased, primarily due to returns on additional
transmission and distribution improvement capital investments, lower other operation and maintenance expense and abenefit
from achange in estimate ofa regulatory liability, partially offset by higher interest expense and depreciation.

Pre-tax earnings m2013 compared with 2012 increased, primarily due to higher distribution base rates that became effective
January 1, 2013, returns on additional transmission capital investments, and lower operation and maintenance expense due to
lower storm costs, partially offset by higher depreciation.

The table below quantifies the changes in the components ofNet Income Available to PPL between these periods, which
reflect amounts classified as Pennsylvania Gross Delivery Margins and acertain item that management considers special on
separate lines within the table and not in their respective Statement ofIncome line items. See PPL's Results ofOperations -
Segment Earnings - Pennsylvania Regulated Segment for details ofthe special item.

Pennsylvania Gross DeliveryMargins
Oitier operation and maintenance
Depreciation
Taxes, other than income
Other Income (Expense) • net
Interest Expense
Income Taxes

l3istributions on Inference Slock
Special item, after tax
Total

Margins

Pennsylvania Gross Delivery Margins" is anon-GAAP financial performance measure that management utilizes as an
indicator ofthe performance ofits business. See PPL's "Results ofOperations - Margins" for information on why
management believes this measure is useful and for explanations ofthe underlying drivers ofthe changes between periods.

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income."
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(14) (9)
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2014 2013
PA Gross PA Gross
Delivery

Other(a)
Operating Delivery Operating

Mareins Income (b) Mareins Other(a) Income (b)

Operating Revenues S 2.044 S 2.044 S 1.870 S 1,870

Operating Expenses
Energy purchases .S87 587 588 588
Energy purchases from affiliate 84 84 51 51
Other operation and
maintenance 103 $ 440 .543 82 S 449 531

Depreciation 185 185 178

8

178
Taxes, other than income 98 9 107 95 103

Total Operating Expenses 872 634 1..506 816 635 1.451
Total S 1.172 S (634) S 538 S 1.0.54 S (635) S 419

2012

PA Gross

Delivery Operating
Mareins Other(a) Income (b)

Operating Revenues S 1.763 S 1.763

Operating E.vpenses
Energy purchases 550 .550
Energy purchasas from affiliate 78 78
Other operation and
maintenance 104 S 472 576

Depreciation 160 160
Taxes, other than irKonte 91 14 105

Total Operating Expenses 823 646 1.469
Total S 940 S (646) S 294

(a) Represents amountsexcluded from Margins.
(b) As reported on the Statements of InconK.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included in "Pennsylvania Gross Delivery Margins"

The following Siaicmcnt ofIncome line items arc included above within "Pennsylvania Cross Delivery Margins" and arc not
discussed separately.

Operating revenues
Kncrgy purcha.ses
Energy purchases from affiliaie

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

Act 129 costs incurred (a)
Vegetation managcnKni (b)
Payroll-related costs (c)
Allocation ofcertain coiporatc suppon group costs
Storm costs (d)
Bargaining unit one-time voluntaryretirement benefits (Note 13)
Other

Total

2014 vs. 2013

174

(I)
33

2014 vs. 2013

: 6

(4)
(16)

7

18

3

(22
12

2013 vs. 2012

107

38

(27)

2013 vs. 2012

(24)
12

4

(10)
(26)

ill
(45)

(a) Relates to expenses associated with PPL Elcctric's PUC-approved energy efficiency and conservation plan with programs starting in 2010. These
expenses are recovered in customer rates. The decrease in 2013 compared with 2012 results from the number ofprograms and the timing ofsuch
programs. Phase I of Act 129 closed inMay 2013. Phase 2 programs began inJune 2013.
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(b) The increase in 2013 compared with 2012 was due loincreased activiiies relaied to maintaining and increasing system reliability for both the
transmission and distribution systems.

(c) The decrease in 2014 compared with 2013 was due to lower hcadcount. less maintenance work and more focus on capital projects in 2014.
(d) The increase in 2014 compared with 2013 was due to more storm events. The 2012 expenses were unusually high due to Hurricane Sandy expenses.

Depreciation

Depreciation increased by $7 million in 2014 compared with 2013, and by $18 million in 2013 compared with 2012,
primarily due to transmission PP&E additions as well as additions related to the ongoing efforts to ensure the reliability ofthe
delivery system and the replacement of aging infrastructure.

Financing Costs

The increase (decrease) in financing costs was due to:

Long-term debt interest expense (a)
Distributions on Preference Stock (b)
Other

Total

2014 vs. 2013 2013 vs. 2012

s 15 S 12

(4)
(1) (3)

s 14 S 5

(a) The increase in2014 compared with 2013 was due todebt issuances inJune 2014 and July 2013. The increase in2013 compared with 2012 was due to
debt issuances in July 2013 and August 2012.

(b) The decrea.se in2013 compared with 2012 was due tothe June 2012 redemption ofall 2.5 million .shares ofpreference stock.

Income Taxes

The increase (decrease) in income taxes was due to:

Change in pre-taxincomeat current period tax rates
Federal and state tax resen-e adjustments (a)
Federal and state tax return adjustments
Other

Total

2014 VS.2013 2013 Vs. 2012

$ 44 S 47

8 (1)
2 (8)

(2) 0

S 52 S 40

(a) PPLElectric recorded a laxbenefit of S7 million during2013 and S6 million during2012to federal and.state income tax reserves related to stranded
costs sccuriti/.ation. The rescrs-e balance at December 31. 2013 related to stranded costs .sccuriii/.aiion was zero.

See Noie 5 to the Financial Statemenls for additional information on income taxes.

LKE: Earnings, Margins and Statement of Income Analysis

Earnings

Net Income

Special items, gains (losses), after-tax

2014

344

2013

347

3

2012

219

(16)

Earnings in 2014 compared with 2013 decreased primarily due to higher opteralion and maintenance expense driven by the
timing and scope ofscheduled generation maintenance outages, higher bad debt expense, storm-relaled expenses, higher
financing costs and higher depreciation expense partially offset by returns on additional environmental capital investments
and higher sales volumes. The changes in sales volumes were driven by unusually cold weather in the first quarter of 2014.

Excluding special items, earnings in 2013 compared with 2012 increased primarily due to higher electricity and gas base
rates that went intoeffect January 1, 2013and returns on additional environmental capital investments.

The table below quantifies thechanges in the components of Net Income between these periods, which reflect amounts
classified as Margins and certain items that management considers special on separate lines within the table and not in their
respective Statement of Income line items. See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated
segment" for details of the special items.
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Margins
Other operation and maintenance
Depreciation
Taxes, other than inconK

Other Income (Expense)-nei
Interest Ex|x:nse
lncon>e Taxes

Special items, after-tax
Total

Margins

"Margins" is a non-GAAP financial performance measure that management utilizes as an indicator ofthe performance ofits
business. See PPLs Results ofOperations - Margins" for an explanation ofwhy management believes this measure is useful
and the underlying drivers ofthe changes between periods. Within PPL's discussion, LKE's Margins are referred to as
"Kentucky Gross Margins."

The following tables contain thecomponents from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income."

2014

2014 vs. 2013 2013 V.S. 2012

S 78 S 220
(35) (5)
(14) (34)

(3) (1)
(1) 7

(22) 6

(3) (84)
(3) 19

S (3) S 128

2013

Margins Other(a)
Operating
income (b) Margins Other (a)

Operating
Income (b)

Operating Revenues
Operating Expenses

Fuel

Energy purchases
Other operation and maintenance
I>:prcciaiion
Taxes, other than income

S 3,168

965

253

99

11

2

S 716

.343

50

S 3.168

965

253

815

354

52

S 2.976

896

217

97

.5

1

S 681

329

47

S 2.976

896

217

778

334

48
Total Operating Expenses 1.330 1.109 2.439 I.2I6 1,057 2.273

Total s 1.838 S (1.109) S 729 S 1,760 S (1.0.57) S 703

2t)12

MurgirLS Other(u)
Operating
Income (b)

Operating Revenues
Operating Expenses

Fuel

Energy purcha,ses
Other operation and maintenance
IX-prccialion
Taxes, other than income

s 2,759

872

195

101

51

$ 677

295

46

S 2.759

872

195

778

.346

46
Total Operating Expenses 1,219 1.018 2.237

Total s 1.540 $ (1.018) S .522

(a) Rcpixjscnts amountsexcludedfrom Margins.
(b) As reported on the Statements of Income.

Statement of Income Analysis ~

Certain Operating Revenues and Expenses Included In "Margins"

The following Statement ofIncome line items and their related increase (decrease) are included above within "Margins" and
arc not discussed separately.

operating Revenues
Fuel

Energy purcha.se.s
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance wasdue to:

Timing and scope ofscheduled gcncraiion maintenance outages
Bad debt expense
Storm expenses
Gas maintenance
Other(a)

Total

2014 vs. 2013 2013 V.S. 2012

S 14 S (21)
9 (5)
8 3

3

3 23

S 37 S

(a) The increase in 2013 compared with 2012 was primarily due ioS9 million of higher expenses related to software maintenance and propcny and
liability insurance expenses. S6 million ofincreased generation expenses and $4 million ofadjustments to regulatory assets and liabilities.

Depreciation

The increase (decrease) in depreciation was due to:

2014 vs. 2013 2013 vs. 2012

Additions to PP&E. net
t-ower depreciation rateseffective January 1.2013 (a)
Total

(a) Aresullofthc20l2raicca.se.

Other Income (Expense) • net

Other income (expense) - net increased by $8 million in 2013 compared with 2012 primarily due to losses from the EE)
investment recorded in 2012. The EEI investment was fully impaired in the fourth quarter of2012.

Other-Than-Temporary Impairments

Other-than-temporary impairments decreased by S25 million in 2013 compared with 2012 due to a $25 million pre-tax
impairment of the EEI investment in 2012. See Notes I and 16 to the Financial Statements for additional information.

Interest Expense

Interest expense increased by $22 million in 2014 compared with 2013 primarily due to the issuance of$500 million of First
Mortgage Bonds in November 2013 and highershort-term debt balances in 2014.

Interest expense decreased by $6 million in2013 compared with 2012 primarily due to amortization ofa fair market value
adjustment of $7 million in 2013.

Income Taxes

The increase (decrease) in income taxes was due to:

2014 vs. 2013 2013 vs. 2012

Change in pre-tax income
Net operating loss carryforward adjustmcni.s (a)
Other

Total

S 20 S 10

(22)
$ 20 S (12)

S 1 s 86

9

2 6

S 3 S 100

(a) Adjustments recorded in 2012 to deferred taxes related to net operating loss carryforwards based on income tax return adjustrrtents.
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Income (Loss) from Discontinued Operations (net of income taxes)

Income (loss) from discominued operations (net of income taxes) increased by $8 million in 2013 compared with 2012
primarily due to an adjustment in 2012 to the estimated liability for indemnifications related to the termination of the WKE
lease.

LG&E: Earnings, Margins and Statement of Income Analysis

Earnings

2014 2013 2012

Nci tncome 169 S 163 123

Earnings in 2014 compared with 2013 increased primarily due lo returns on additional environmental capital investments and higher
sales volume partially offset by higher operation and maintenance driven by storm-related expenses, financing costs, depreciation and
income tax expense. The changes in sales volume were driven by unusually cold weather in the first quarter of2014.

Earnings in 2013 compared with 2012 increased primarily due to higher electricity and gas base rates that went into effect
January I, 2013 and returns on additional environmental capital investments.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins within the tableand not in their respective Statement of Income line items.

Margins
Other operation and nuintenancc
Depreciation
Taxes, other than income

Other lncon>c(Expense) - net
Interest Expense
Income Taxes

Total

Margins

2014 vs. 2013 2013 vs. 2012

42

(4)
(7)

(1)
(15)

(9)

64

(10)
3

(I)
1

8

(25)

40

"Margins" isa non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, LG&E's Margins are included in
"Kentucky Gross Margins."

The following tables contain the components from the Statements of Income that arc included in this non-GAAP financial
measure and a reconciliation to "Operating Income."

2014 2013

Operating Operating
Morcin.s Other (a) InconK(b) Man!in.s Other (a) Income (b)

Opcruting Revenues S 1..533 S 1.533 S 1.410 S 1.410
Operating Expeascs

Fuel 404 404 367 367
Energy purchases 244 244 205 205
Other operation and maintenance 47 S 332 379 45 $ 328 373
Depreciation 4 1.53 1.57 -> 146 148
Taxes, other than income 1 24 25 24 24

Total 0|x:raiing Expenses 700 509 1.209 619 498 1.117
Total S 833 S (509) S 324 S 791 S (498) S 293
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Operating Revenues
Operating Expenses

Fuel

Energy purchases
Olher operation and maintenance
Depreciation
Taxes, other than income

Total Operating Expenses
Total

2012

Operating
Mai*cin.s Other fo> Income (b)

$ I..324 S 1.324

374 374

175 175

45 $ 318 363
3 149 152

23 23

.597 490 1.087

S 727 S (490) S 237

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Statement of Income Analysis —

Certain Operating Revenues and Expenses Included in "Margins"

The following Slaiemcni of Income line items and their related increase (decrease) are included above within "Margins" and
are not discussed separately.

Retail and whole.salc

Electric revenue from affiliate
Fuel

Energy purcha.ses
Energy purchases from affiliate

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

Storm cxpcn.scs
Bad debt expense
Gas maintenance
Other(a)
Total

2014 vs. 2013 2013 vs. 2012

S 94 S 104

29 (18)
37 (7)
35 32

4 (2)

2014 Vs. 2013 2013 Vs. 2012

S 4 S 3

3

3

(4) 7

s 6 s 10

(a) The increase in 2013 compared with 2012 was printarily due to $6 million of higher expenses related to software maintenance and property and
liability insurance expenses.

Depreciation

The increase (decrease) in depreciation was due to:

Additions to PP&E. net
Lower depreciation rateseffective January 1.2013(a)
Total

(a) A result of the 2012 rate case.

Interest Expense

2014 vs. 2013 2013 V;s. 2012

S 9 S 4

(8)
S 9 s (4)

Inlcrcst expense increased by $15 million in 2014 compared with 2013 primarily due to the issuance of$250 million ofFirst
Mortgage Bonds in November 2013 and amortization ofa fair market value adjustment of$7 million in 2013.

Interest expense decreased by $8 million in 2013 compared with 2012 primarily due to amortization ofa fair market value
adjustment of $7 million in 2013.
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Income Taxes

Income taxes increased by $9 niillion in 2014 compared with 2013 and increased by $25 million in 2013 compared with 2012
primarily due to the change in pre-tax income.

See Note5 to the Financial Statements for additional information on income taxes.

KU: Earnings, Margins and Statement of Income Analysis

Earnings

Net Income

Special ilcms. gains (losses), afier lax

2014

220 $

2013

228

1

2012

1.17

(IS)

Excluding special items, earnings in 2014 compared with 2013 decreased primarily due to higher other operation and
maintenance expense driven by the timing and scope of scheduled generation maintenance outages, higher financing costs
and higher depreciation expense partially offset by returns on additional environmental capital investments and higher sales
volumes. The changes in sales volumes were driven by unusually cold weather in the first quarter of2014.

Excluding special items, earnings in 2013 compared with 2012 increased primarily due to higher electricity base rates that
went into effect January 1, 2013 and returns on additional environmental capital investments.

The table below quantifies the changes in the components ofNet Income between these periods, which reflect amounts
classihed as Margins and certain items that management considers special on separate lines within the table and not in their
respective Statement of Income line items. See PPL's "Results of Operations -Segment Earnings - Kentucky Regulated
segment" for details of these special items.

2014 V.S. 2013 2013 v.s. 2012

Margins
Ottier operation and maintenance
l>:prcciaiion
Taxes, other than income
Other Income (Expense) - net
Interest Expense
income Taxes

Special items, after-tax
Total

Margins

"Margins" is a non-GAAP financial performance measure that management utilises as an indicator ofthe performance ofits
business. Sec PPLs Results ofOperations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers ofthe changes between periods. Within PPL's discussion, KU's Margins arc included in
"Kentucky Gross Margins."

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income."

s 36 S ]56

(26) (1)
(7) (39)
(3)
3 4

(7) (1)
(3) (44)

(i) 16

s (8) S 91

Opcruling Kcvcnut^
Operating Expenses

Fuel

Energy purchases
Oihcr operation and maintenance
l>;prcciation
Taxes, other than income

Total Operating Expenses
Total

2014 2013

Murein.s Other(a)
Opera lint: 0|>eratine
Income (h) Marcims Other (a) Income (b)

S 1.737 S 1.737 S 1.635 S 1.635

.561 .561 529 529
111 III 81 81
52 S 356 408 52 S 330 .182

7 190 197 3 183 186
1 26 27 1 23 24

732 572 1.304 666 536 1.202
S 1.005 $ (572) S 433 S %9 S (536) S 433
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Operating Revenues
Operating Expenses

Fuel

Energy purchases
Olher opcradon and maintenance
Ocprcciation
Taxes, other than income

Total Operating Expenses
Total

2012

Mareins
Operating

Other (a) Income (b)

$ 1.524 S 1.524

498 498
109 109
55 S 329 384

49 144 193

23 23

7! 1 496 1,207

CO

$ (496) S 317

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Statement of Income Analysis --

Certain Operating Revenues and Expenses Included in "Margins"

The following Statemenl oflncome line ilems and their related increase (decrease) are included above within "Margins" and
arc not discussed separately. ^

Retail and wholesale

Electric revenue from affiliate
Fuel

Energy purchases
Energy purchases from affiliate

Other Operation and Maintenance

The increase (decrease) in olher operation and maintenance was due to:

Timing and scope ofscheduled generation maintenance outages
Bad debt expense
Storm expenses
Other (a)

Total

2014 V.S. 2013 2013 vs. 2012

$ 98 S 113
4 (2)

32 31

1 (10)
29 (18)

2014 Vs. 2013 2013 v;s. 2012

S 14 S (21)
5 (2)
4

3 21

s 26 S (2)

(a) TTie increase in 2013 compared with 2012 was primarily due to S7 million of higher expenses related to software maintenance and property and
liability insurance expenses. S7 million ofincreased generation expenses and S4 million ofadjustments to regulatory assets and liabilities.

Depreciation

The increase (decrease) in depreciation was due to:

Additions to PP&E, net
I-owerdepreciation rateseffectiveJanuary 1.2013 (a)
Total

(a) A result of the 2012 rate case.

Other Income (Expense) • net

2014 V:s. 2013 2013 vis. 2012

s I) S 6

(13)
s 11 S (7)

Other income (expense) - net increased by $5 million in 2013 compared with 2012 primarily due to losses from the EEl
investment recorded in 2012. The EEl investment was fully impaired in the fourth quarter of2012.
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Other-Than-Temporary Impairments

Oihcr-than-icmporary impairments decreased by $25 million in 2013 compared with 2012 due to a$25 million pre-tax
impairment ofthe EE! investment in 2012. See Notes I and !6 to the Financial Statements for additional information.

Interest Expense

Interest expense increased by $7 million in 2014 compared with 2013 primarily due to the issuance of$250 million ofFirst
Mortgage Bonds in November 2013.

Income Taxes

Income taxes increased by $54 million in 2013 compared with 2012 primarily due to the change in pre-tax income.

See Note 5 to the Financial Statements for additional information on income taxes.

Financial Condition

The remainder of this Item 7in this Form 10-K is presented on acombined basis, providing information, as applicable, for all
Registrants.

Liquidity and Capital Resources

(All Regisiratus)

The Registrants cash flows from operations and access to cost effective bank and capital markets arc subject to risks and
uncertainties. Sec Item IA. Risk Factors" for adi.scussion ofrisks and uncertainties that could affect the Registrants' cash
flows.

The Registrants had the following at:

December 31, 2014
Cash and cash equivalents
Short-tcmi investments
Short-term debt

Notes payable with affiliates

Decemljcr 31, 2013
Cash and cash equivalents
Notes receivable from affiliates
Shon-ierm debt

December 31, 2012
Cash and cash equivalents
Shon-tcrm debt
Notes payable with affiliates

PPL (u)

I.7.S1

120

1.466

1.102

701

901

6.*i2

PPL

litjcrg)-
Supply

3.'52

630

239

413

356

PPL

Electric

214

25

1.50

20

140

LKE

21

.575

41

35

70

245

43

125

25

LG&E

10

264

20

22

55

KU

11

236

21

1.50

21

70

(a) At I>cemhcr 31. 20I4.S28.5 million ofcash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL
would not anticipate a material incren>ental U.S. tax cost. Historically, dividends paid by foreign subsidiaries have been limited to distributions ofthe
current year's eamings. See Note 5 to the Rnancial Statements for additional information on unditttributed eamings ofWPD.

Net cash provided by (used in) operating, investing and financing activities for the years ended December 31 and the changes
between periods were as follows.
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2014

Operating activities
Investing activities
Rnancing activities

2013

Operating activities
Investing activities
Financing activities

2012

Operating activities
Investing activities
Financing activities

2014 vs. 2013 Change
Operating activities
investing activities
Financing activities

2013 vs. 2012 Change
Operating activities
Investing activities
Rnancing activities

Operating Activities

PPL

3,403

(3.329)
.'583

2,857

(4,295)
1,63!

2.764 S
(3.123)

48

.546

966

(1,048)

93 S

(1.172)
1..583

PPL

Energy
Supply

462

497

(846)

410 S

(631)
47

784

(469)
(281)

52

1.128

(893)

(374)
(162)
328

PPL

Elcclric

613

(791)
367

LKE

S 999
(1.191)

178

523 S

(1.080)
442

920 $

(1..502)
574

389

(613)
44

90

289

(75)

134

(467)
398

744 $

(753)
(7)

79

311

(396)

176

(749)
.581

LG&E

371

(6.56)
287

366 S
(577)
197

305

(286)
(22)

5

(79)
90

61 S

(291)
219

KU

566

(603)
27

495

(8.53)
.358

500

(480)
(30)

71

250

(331)

(5)
(373)
388

The componctiis of the change in cash provided by (used in) operating activities were as follows.

2014 v,s. 2013
Change • Cash Provided (U.scd):

Net income

Non-cash components
Working capital
Defined benefit plan funding
Other operating activities

Total

2013 vs. 2012

Change • Cash Provided (Used):
Net income

Non-cash components
Working capital
1>:fined benefit plan funding
Other operating activities

Total

(PPL and PPL Energy Supply)

PPL

PPL

Energj- PPL

Electric LKE LC&E KU

s 606 S 639 S 54 S (3) $ 6 S (8)
(478) (656) (.53) 206 91 166
440 (46) 7 (129) (65) (96)
144 78 70 123 35 60

(166) 37 12 (118) (62) (51)
s 546 S 52 s 90 s 79 S 5 s 71

s (400) S (704) s 73 s 128 s 40 s 91
.545 313 31 90 (30) (68)

(.3.32) 65 12 (31) 12 (1.5)
44 (38) (.34) (98) (21) (44)

236 (10) 52 87 60 31
s 93 s (374) s 134 s 176 s 61 s (.5)

Asignificant portion ofPPL's Supply segment and PPL Energy Supply's operating cash flows is derived from its competitive
bascload generation activities. Sec Note 8 to the Financial Statements for information on the anticipated spinoff ofPPL
Energy Supply, expected to occur during the second quarter ol 2015. PPL Energy Supply employs a formal hedging program
for its bascload generation fleet, the objective ofwhich is to provide a reasonable level ofnear-term cash flow and earnings
certainly while preserving upside potential over the medium term to benefit from power price increases. See Note 17 to the
Financial Statements for further discussion. Despite PPL Energy Supply's hedging practices, future cash flows from
operating activities are influenced by energy and capacity prices and, therefore, will fluctuate from period to period.

pp110-k2014 Rnal As Rled.docx Confidcniini 78



o

o

PPL's and PPL Energy Supply's contracts for the sale and purchase ofelectricity and fuel often require cash collateral orcash
equivalents (e.g. letters ofcredit), or reductions or terminations ofa portion ofthe entire contract through cash settlement, in
the event ofa downgrade of PPL's or its subsidiaries' or PPL Energy Supply's or its subsidiaries' credit ratings oradverse
changes in market prices. For example, in addition to limiting its trading ability, if PPL's or its subsidiaries' ratings were
lowered to below "investment grade" ora further downgrade ofPPL Energy Supply's or its subsidiaries' credit ratings and
there was a 10% adverse movement in energy prices, PPL and PPL Energy Supply estimate that, based on their
December 31, 2014 positions, they would have been required to post additional collateral ofapproximately $427 million for
PPL and approximately $321 million for PPL Energy Supply with respect toelectricity and fuel contracts. PPL and PPL
Energy Supply had adequate liquidity sources at December 31, 2014 if they would have been required to post this additional
collateral. PPL and PPL Energy Supply have in place risk management programs that are designed to monitor and manage
exposure to volatility ofcash flows related to changes in energy and fuel prices, interest rates, foreign currency exchange
rates, counterparty credit qualityand the operating performance of generating units.

(PPL)

PPL had a $546 million increa.se in cash provided by operating activities in 2014 compared with 2013.
• Net income improved by $606 million between the periods. However, this included an additional $478 million of

net non-cash benefits, including a $426 million charge in 2013 to terminate the operating lease arrangement for
interests in theColsirip facility in Montana and acquire the previously leased interests, a $411 million decrease in
unrealized losses on hedging activities, and a $246 million pre-tax gain in 2014 on the sale of the Montana
hydroelectric generation facilities. These non-cash benefits were partially offset by a $568 million increase in
deferred income tax expense. The net $128 million increase from net income and non-cash adjustments in 2014
compared with 2013 rellects the $271 million payment in December 2013, to terminate the operating lease
arrangement for interests in the Colstrip facility in Montana and acquire the previously leased interests, partially
offset by a decline in unregulated gross energy margins in 2014.

• The $440 million increase in cash from changes in working capital was partially due to an increase in taxes payable
(primarily due to increased taxable income in 2014), a change in uncertain tax positions between the periods, lower
returns of counterparty collateral and changes in accounts receivable and unbilled revenue.

• The $166 million decrease in cash from other operating activities was partially due to net proceeds of $104 million
forsettlement in 2013 of forward starting interest rate swaps.

PPL had a $93 million increase incash from operating activities in 2013 compared with 2012.
• Net income declined by$400million between the periods, but included net non-cash charges of $545 million.

These net non-cash charges included a charge of$426 million in 2013 to terminate the operating lease arrangement
for interests in the Colstrip facility in Montana and acquire the previously leased interests, $209 million of higher
unrealized losses on hedging activities and $135 million of changes to the WPD line loss accrual. These non-cash
charges were partially offset by a $352 million decrease in deferred income la.xes. The net $145 million increase
from net income and non-cash adjustments between the periods was primarily due to higher revenues and margins
from regulated utility operations, partially offset by the $271 million payment in December 2013 to terminate the
operating leasearrangement for interests in the Colstrip facility and acquire the previously leased interests and lower
unregulated gross energy margins.

• The $332 million decrease incash from changes in working capital was primarily due to increases in accounts
receivable (primarily due to extended payment termsat LG&E and KU. higher rates and colder weather in 2013 at
LG&E, KU and PPL Electric and increases at PPL Energy Supply's mechanical contracting business) and changes to
certain tax-related accounts.

• The$236million increase in cash provided byotheroperating activities was partially due to net proceeds of $104
million for settlement in 2013 of forward starting interest rate swaps.

(PPL Energy Supply)

PPL Energy Supply had a $52 million increase in cash provided byoperating activities in 2014 compared with 2013.
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• Net income improved by $639 million between the periods, however, this included an addilional $656 million of net non-
cash benefits, including a S315 million pre-tax gain in 2014 on the sale of the Montana hydroelectric generation faeiiities,
a$426 million charge in 2013 to terminate the operating lease arrangement for interests in the Montana Colstrip facility
and acquire the previously leased interests, and $167 million of lower unrealized losses on hedging activities. These non-
cash benefits were partially offset by a $270 million decrease in deferred income tax benefits. The net $17 million
decline from net income and non-cash adjustments in 2014 compared with 2013 reflects lower unregulated gross energy
margins, higher operation and maintenance expenses and other (factors. Cash provided by operating activities in 2014
included a $176 million payment to PPL in November 2014 to satisfy the tax liability related to the gain on the sale ofthe
PPL Montana hydroelectric facilities. Cash provided by operating activities in 2013 included a $271 million payment in
December in connection with terminating the operating lease arrangement for interests in the Montana Colstrip facility
and acquiring the previously leased interests.

• Pension funding was $78 million lower in 2014.

PPL Energy Supply had a $374 million decrease in cash from operating activities in 2013 compared with 2012. Net income
declined by $704 million between the periods, but included net non-cash charges of$313 million. These net non-cash
charges included a charge of $426 million in 2013 to terminate the operating lease arrangement for interests in the Montana
Colstrip facility and acquire the previously leased interests associated with the lease termination, $212 million ofhigher
unrealized losses on hedging activities, and a $65 million charge in 2013 for the impairment of the Corette facility. These
non-cashcharges were partially offset by a $448 million decline in deferred income taxes. The net $391 million decline from
net income and non-cash adjustments in 2013 compared with 2012 was primarily due to a $271 million payment in
December 2013, also in connection with terminating the operating lease arrangement for interests in the Montana Colstrip
lacility and acquiring the previously leased interests. The decrease in cash between the periods also reflects lower
unregulated gross energy margins in 2013 compared with 2012.

(PPL Electric)

PPL Electric had a $90million increase in cash provided by operating activities in 2014 compared with 2013.
• Net income improved by $54 million between the periods. However, this included an additional $53 million of net

non-cash benefits, primarily due to a decrease indeferred income taxexpense.

• Pension funding was $70 million lower in 2014.

PPL Electric had a $134 million increase in cash from operating activities in 2013 compared with 2012.
• Net income improved by$73 million between the periods and included net non-cash charges of $31 million. The

$104 million increase in cash in 2013 versus 2012 was primarily due to higher distribution base rates that became
elfcctive January 1, 2013 and higher transmission margins from additional capital investments.

• The $52 million increase in cash from other operating activities was partially due tochanges in certain tax-related
accounts.

(LKE)

LKE had a $79 million increase in cash provided by operating activities in 2014 compared with 2013.
• LKE's non-cash components of net income included a $195 million increase in deferred income taxes primarily due

to an increase in accelerated tax depreciation over book depreciation as a result of additional assets in serviee in
2014.

• The decrease in cash from working capital wasdriven primarily by an increase in income tax receivable and a
decrease of income tax payable from PPLas a result of the use of excess taxdepreciation deductions, and an
increase in inventory due to increased eoal purchases in anticipation of a cold December similar to thatof 2013,
partially offset bydecreases in accounts receivable and unbilled revenues due toextended payment terms, higher
rates and colder December weather in 2013.

• The decrease in cash from LKE's other operating activities was driven primarily by$86million in proceeds from the
settlement of interest rate swaps received in 2013.
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LKE had a $176 million increase in cash provided by operating aciiviiics in 2013 compared with 2012.
• LKE's non-cash components ofnet income included a $121 million increase in deferred income taxes primarily due

to utilization of net operating losses.
• Thedecrease incash from working capital was driven primarily by increases in accounts receivable and unbilled

revenues due to extended payment terms, higher rates and colder December weather in 2013, offset by an increase in
accounts payable due to timing of fuel purchase commitments and payments.

• The increase in cash from LKE's other operating activities was driven primarily by $86 million in proceeds from the
settlement of interest rate swaps.

(LG&E)

LG&E had a $5 million increase in cash provided by operating activities in 2014 compared with 2013.
• LG&E s non-cash components ofnet income included a $92 million increase in deferred income taxes primarily due

to an increase in accelerated lax depreciation over bookdepreciation as a resultof additional assets in service in
2014.

• Thedecrease in cash from working capital was driven primarily byan increase in income tax receivable from LKE
as a result of the use ol excess taxdepreciation deductions, andan increase inaccounts receivable from affiliates,
partially offset by decreases in accounts receivable and unbilled revenues due to extended payment terms, higher
rales and colder December weather in 2013.

• The decrease in cash from LC&E's other operating activities was driven primarily by $43 million in proceeds from
the settlement of interest rate swaps received in 2013.

LG&E had a $61 million increase in cash provided by operating activities in 2013 compared with 2012.
• The increase in cash from working capital was driven primarily by an increase in accounts payable due to timing of

fuel purchase commitments and payments and an increase in accrued taxes due to decreased payments for properly
taxes in 2013, partially offset by increases in accounts receivable and unbilled revenues due toextended payment
terms, higher rates and colder December weather in 2013, and higher lucl and underground gas storage inventory in
2013 attributable to an increase in fuel and natural gas prices.

• The increase in cash from LC&E's other operating activities was driven primarily by $43 million in proceeds from
the settlement of interest rate swaps received in 2013.

(KU)

KU had a $71 million increase in cash provided by operating activities in 2014 compared with 2013.
• KU's non-cash components of net income included a $155 million increase in deferred income taxes primarily due

to the utilization of net operating losses and an increase in accelerated tax depreciation over book depreciation as a
result of additional assets in service in 2014.

• The decrease incash from working capital wasdriven primarily by an increase in income tax receivable and a
decrease of income tax payable from LKE as a result of the use of excess tax depreciation deductions, and an
increase in inventory due to increased coal purchases in anticipation of a cold December similar to that of 2013,
partially offset by decreases in accounts receivable and unbilled revenues due to extended payment terms, higher
rates and colder December weather in 2013 and an increase in accounts payable to afHIiates.

• The decrease in cash Irom KU's other operating activities was driven primarily by$43 million in proceeds from the
settlement of interest rate swaps received in 2013.

KU had a $5 million decrease in cash provided byoperating activities in 2013 compared with 2012.
• The decrease incash from working capital was driven primarily by increases in accounts receivable and unbilled

revenues due to extended payment terms, higher rates andcolderDecember weather in 2013, offset by an increase in
accounts payable due to timing of fuel purchase commitments and payments.

• The increase incash from KU's otheroperating activities was driven primarily by $43 million in proceeds from the
settlement of interest rate swaps.

Investing Activities

(All Registrants)

The components of the change incash provided by (used in) investing activities wereas follows.
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PPL

PPL

Energy
SuddIv

PPL

Electric LKE LC&E KU
2014 vs. 2013

Change - Ca.sh Provided (Used):
Expenditures for PP&E
Acquisitions & divestitures, net
Notes receivable with affiliates

S 122 S

900

167 S

900

(28) S 172 $ (79) S 251

activity, net
Restricted cash and cash

300 140

equivalent activity
Purchase and .sale of

(69) (86)

investments, net (121) (1)
Other investing activities 1.34 148 17 (1) (1)

Total s 966 S 1.128 S 289 S 311 S (79) S 250

2013 vs. 2012

Change - Cash Provided (Used):
Expendiiuriis for PP&E S (1.107) S 65 S (279) S (666) S (29!) S (375)
Acquisitions & divcsiiiures. net 84 84
Notes receivable with affiliates

activity, net (198) (150) (85)
Restricted cash and cash

equivalent activity (116) (126)
Otherinvesting activities (33) 13 {38) 2 ">

Total S (1.172) S (162) S (467) S (749) S (291) $ (373)

(PPL)

For PPL, in 2014 compared wiih 2013, ihe decrease in "Expenditures for PP&E" was partially due 10 expenditures made in
2013 for the Hollwood hydroelectric expansion project at PPL Energy Supply and construction of Cane Run Unit 7 for both
LG&E and KU, partially offset by expenditures made in 2014 at WPD (primarily due to projects to enhance system reliability
and theeffect of foreign currencyexchange rates). "Acquisitions & divestitures, net" reflects the 2014 sale of PPL Montana's
hydroelectric generation facilities. See Note 8 to the Financial Statements for additional information. The change in "Other
investing activities" was the result ofinvesting inflow of$164 million, in 2014, from U.S. Deparimenl ofTreasury grants for
the Rainbow and Holtwood hydroelectric expansion projects.

For PPL, in 2013 compared with 2012, the change in "Expenditures for PP&E" was due to increased spending on projects to
enhance system reliability at WPD and PPL Electric, the Susquehanna-Roseland transmission project at PPL Electric,
environmental air projectsat LG&E's Mill Creek and KU's Ghent plants, construction of Cane Run Unit7 for both LG&E
and KU and coal combustion residuals projects at KU's Ghent and E.W. Brown plants. The change in "Restricted cash and
cash equivalent activity" was primarily related to margin deposit returns in 2012 at PPL Energy Supply.

(PPL Energy Supply)

For PPL Energy Supply, in 2014 compared with 2013, the decrease in "Expenditures for PP&E" was partially due to
expenditures made in 2013 for the Holtwood hydroelectric expansion project. "Acquisitions & divestitures, net" reflects the
2014 sale of PPL Montana's hydroelectric generation facilities. Sec Note 8 to the Financial Statements for additional
information. The change in "Other investing activities" was the result of investing inflow of$164 million, in 2014, from U.S.
Department ofTreasury grants for the Rainbow and Holtwood hydroelectric expansion projects.

ForPPL Energy Supply, in 2013 compared with 2012, the change in "Acquisitions &divestitures, net" related to the
disbursement in 2012 for the Ironwood Acquisition. The change in "Notesreceivable with affiliates, net" resulted from
repayments received in 2012. The change in "Restricted cash and cash equivalent activity" was primarily related to margin
deposit returns in 2012.

(PPL Electric)

For PPL Electric, in 2014 compared with 2013. the change in "Notes receivable with affiliates, net" resulted from proceeds
received in 2014 from repayments.
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For PPL Elcciric, in 2013 compared with 2012, the change in "Expenditures for PP&E" was due to increases for projects to
enhance system reliability and the Susquehanna-Roseland transmission project.

(LKE)

In comparing 2014 with 2013, cash used by investing activities decreased as a result ofthe decrease in expenditures for KU,
partially offset by the increase in expenditures for LG&E. The decrease in expenditures for KU was primarily due to lower
expenditures for the construction ofCane Run Unit 7 and coal combustion residuals projects at the Ghent and the E.W.
Brown plants, partially offset by higher expenditures for environmental air projects at the Ghent and the E.W. Brown plants.
The increase in expenditures for LG&E was primarily due to environmental air projects at the Mill Creek plant and the gas
service riser program, partially offset by lowerexpenditures for the construction of Cane Run Unit7.

In comparing 2013 with 2012, cash used by investing activities increased as a result ofthe increase in expenditures primarily
due toenvironmental air projects at LG&E's Mill Creek and KU's Ghent plants, construction of Cane Run Unit 7 for both
LG&E and KU and coal combustion residuals projects at KU's Ghent and E.W. Brown plants.

(LC&E)

In comparing 2014 with 2013, cash used by investing activities increased as a result ofthe increase in expenditures primarily
due to environmental air projects at the Mill Creek plant and the gas service riser program, partially offset by lower
expenditures for the construction of Cane Run Unit 7.

In comparing 2013 with 2012, cash used by investing activities increased as a result ofthe increase in expenditures primarily
due to environmental air projects at the Mill Creek plant and the construction of Cane Run Unit7.

(KU)

In comparing 2014 with 2013, cash used by investing activities decreased as a result ofthe decrease in expenditures primarily
due to lower expenditures for the construction ofCane Run Unit 7 and coal combustion residuals projects at the Ghent and
the E.W. Brown plants, partially offset by higher expenditures for environmental airprojects at the Ghent and the E.W.
Brown plants.

In comparing 2013 with 2012, cash used by investing activities increased as a result ofthe increase in expenditures primarily
due to environmental air projects at the Ghent plant, construction ofCane Run Unit 7 and coal combustion residuals projects
at the Ghent and E.W. Brown plants.

(All Registranis)

See "Forecasted Uses ofCash" for detail regarding projected capital expenditures for the years 2015 through 2019.

Financing Activities

(AHRegistrants)

Thecomponents of thechange incash provided by (used in) financing activities were as follows.

2014 vs. 2013
Ctiangc • Casti Provided (Used):

Ucbi issuance/rciiremcni. net
ScckIc issuances/redcmplion.s. act
I!)ivi(tcnit.s

Capitat coniribulions/disiribution.s.
ncl

Cliangcs in nci shon-ierm dcbi (a)
Olher financing activiiics

Toiat

PPL

Energ)' PPL
PPL Supply Etectric I.KPl i.G&E KU

s (t..S41) $ 438 S (62) S (496) S (248) S (248)
(26.3)

(89) (31) (13) (24)

(2.336) .S8 (177) 71 (66)
728 986 (40) 276 279 6
tt? 19 I 1 1

s (t.048) S (893) S (7.S) S (3%) S 90 S (331)
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2013 vs. 2012

Change - Cash Provided (Used):
Debi issuancc/relircnKHt. nci
Stock issuances/redemptions, net
Dividends

Capital contribuiions/distiibutions.
net

Changes in net shon-teim debt (a)
Other financing activities

Total

PPL

PPL

Energy
Supply

PPL

Electric LKE LG&E KU

s 176 S (738) S 99 $ 496 $ 248 S 248
\.5l5 250

(45) (32) (24) (24)

1.393 55 144 86 1.57
(25) (312) 20 (.55) (90) 10
(38) (1.5) 6 (4) (!) (3)

s 1..583 S 328 S 398 S .581 S 219 s 388

(a) Includes net increase (decrease) in notes payable with affiliates.

(PPL)

In 2014, PPL required $1.05 billion less cash from financing aciiviiics primarily due lo improvements in cash from
operalions of$546 million and the proceeds of$164 million from the U.S. Department ofTreasury grants (as described in
"Investing Activities" above) and the use ofcash on hand which helped support the significant capital expenditure programs
of its subsidiaries.

In 2013, PPL required $1.6 billion additional cash from financing activities primarily to support the significant capital
expenditure programs ofits subsidiaries. Financing needs were partially mitigated by $93 million ofadditional cash provided
by operating activities.

(PPL Energy Supply)

In 2014, financing activities included distributions of $836 million to PPL of the proceeds from the PPL Montana
hydroelectric generation facilities sale, net ofa lax liability payment discussed in "Operating Activities" above, and proceeds
from the U.S. Department of Treasury PPL Holtwood taxgrant (See Note 8 to theFinancial Statements for information on
these transactions. Both receipts arc included within "Investing Activities" above.).

In 2013, financing activities included net capital contributions of$1.1 billion from PPL lo PPL Energy Supply to fund the
debt maturities discussed below, to repay short-term debt and to terminate the operating lease arrangement for interests in the
Montana Colstrip facility and acquire the previously leased interests. Debt repayments included the $300 million debt
maturity and the $437 million repayment ofoutstanding debt related to the acquisition of the previously leased Lower Ml.
Bethel facility.

{PPL Electric)

In 2014, PPL Electric required $75 million less cash from financing activities to support its significant capital expenditure
program, primarily due to the receipt of$150 million on notes receivable from affiliates (as described in "Investing
Activities" above) and improvements in cash from operations of $90 million.

In 2013, PPL Electric required $398 million additional cash from financing activities to support its significant capital
expenditure program. Financing needs were partially mitigated by $134 million ofadditional cash provided by operating
activities.

(LKE)

In comparing 2014 with 2013, cash provided by financing activities decreased as a result of the $500 million long-term debt
issued by LG&E and KU in November 2013 and higher distributions to PPL, partially offset by an increase in short-term debt
and an increase in notes payable with affiliates to fund capital expenditures.

In comparing 2013 with 2012, cash provided by financing activities increased asa result of the long-term debt issuance at
LGjSiE and KU and higher capital contributions Irom PPL. The proceeds from the issuance oflong-term debt were mainly
used for capital expenditures related toenvironmental air projects and theconstruction of Cane Run Unit 7.
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(LG&E)

In comparing 2014 with2013, cash provided by financing activities increased due to an increase in short-term debt to fund
capital expenditures and an increase in contributions from LKE, offset by the $250 million of long-term debt issued in
November 2013.

In comparing 2013 with 2012, cash provided by financing activities increased as a result of the $250 million long-term debt
issuance. The proceeds from the issuance of long-term debt were mainly used for capital expenditures related to
environmental air projects and the construction of Cane Run Unit 7.

(KU)

In comparing 2014 with 2013, cash provided by financing activities decreased as a result of the $250 million long-term debt
issued in November 2013, a decrease of contributions from LKE and higher dividends to LKE.

In comparing 2013 with 2012, cash provided by financing activities increased asa result of the $250 million long-term debt
issuance and higher capital contributions from LKE. The proceeds from the issuance of long-term debt were mainly used for
capital expenditures related to environmental air projectsand the construction of Cane Run Unit 7.

(All Regisirants)

See "Long-term Debt and Equity Securities" below for additional information oncurrent year activity. See "Forecasted
Sources ol Cash" for a discussion of the Registrants' plans to issue debt and equity securities, as well as a discussion ofcredit
facility capacity available to the Registrants. Also see "Forecasted Uses ofCash" for a discussion of PPL's plans to pay
dividends oncommon securities in the future, as well as the Registrants' maturities of long-term debt.

Long-term Debt and EquitySecurities (PPL PPL Energy Supply and PPL Electric)

Long-term debt and equity securities activity for 2014 included:

Debt Net Stock

Issuances (ui Retirements Lssiiiinccs

PPL S 296 S 546 S 1.074
PPL Energy Supply .109
PPL Electric 296 10
Non-ca.sh Tran.saction.s:

PPL (b) S 7.S0 S 750

(a) Issuances arc netof pricing discounts, where appiicabtc andexclude theimpact of debt issuance costs.
(b) Repre-scnis the rcmarketing ofJunior Subordinated Notes that were issued as a component ofPPL's 2011 Equity tjnits and simultaneously exchanged

for Senior Notes.

See Note 7 to the Financial Slalements for additional information about long-term debtandequity securities.

Auction Rate Securities (LKE. LC&Eand KU)

At December 31, 2014, LG&E's and KU's tax-exempt revenue bonds in the form of auction rate securities total $231 million
($135 million at LG&E and $96 million at KU). These bonds continue toexperience failed auctions and the interest rate
continues to be set by a formula pursuant to the relevant indentures. For the period ended December 31, 2014, the weighted-
average rale on LG&E's and KU'sauction rate bonds in total was 0.15% (0.14% at LG&E and 0.16% at KU).

Forecasted Sources of Cash

(All Registrants)

The Registrants expect tocontinue to have adequate liquidity available from operating cash flows, cash and cash equivalents,
credit facilities and commercial paper issuances. Additionally, subject to market conditions, the Registrants and iheir
subsidiaries may access thecapital markets, and PPL Electric, LKE, LG&E and KU anticipate receiving equity contributions
from their parent or member in 2015. Asa result of the proposed spinoffof PPL Energy Supply to form Talen Energy, PPL
Energy Supply does not expect to receive cash equity contributions from its member in 2015. Additionally, under the terms
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ofihe spinoff agreemenis wiih afniiates ofRiverstone, PPL Energy Supply is generally prohibited from making distributions
or other payments to PPL or any PPL affiliate that is not asubsidiary ofPPL Energy Supply, with the exception ofspecific
distributions and other payments set forth in the spinoff agreements. These exceptions arc generally limited to a planned
distribution from PPL Energy Supply to PPL during the first quarter of 2015 in an amount not toexceed $191 million.

Credit Facilities

The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial
paper programs. Amounts borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At
December 31, 2014, the total committed borrowing capacity under credit facilities and the use ofthis borrowing capacity
were:

External

Committed

Cupucity Borrowed

Letters of

Credit

und

Commerciul
Paper
l.ssucd

Unu.sed

Capacity

PPL Capital Funding Credit Facilities
PPL Energy Supply Credit Facilities
PPL Electric Credit Facility

LKE Credit Facility
LG&E Credit Facility
KU Credit Facilities

Total LKE Consolidated

Total U.S. Credit Facilities (a) (b) (c)

Total U.K. Credit Facilities (c) (d) (c)

5 7.10 $ 21 S 729
3.1.10 S 630 2.19 2.261

300 1 299

7.1 7.1

.100 264 236

.198 434 164

1.173 7.1 698 400
5 .1.373 S 70.1 S 979 5 3.689

£ 1.0.1.1 £ 167 £ 888

(a)

(b)

(c)

(d)

(e)

The syndicated credit facilities, as well as KU's letter ofcredit facility, each contain a financial covenant requiring debt to total capitalization not to
exceed 6.1% for PPL Energy Supply and70%for PPL Capital Funding. PPL Electric. LKE. LG&E and KU. ascalculated inaccordance with the
facility, and other customary covenants. Sec Note 7 to the Financial Statements for additional information regarding these credit facilities.
The commitments under the domestic credit facilities are provided by adiverse bank group, with no one bank and its affiliates providing an aggregate
commitment ofmore than the following percentages ofthetotal committed capacity: PPL- 10%. PPL Energy Supply -9% PPL Electric - 6% LKF-
21 %. LG&E - 7% and KU - 37%.

Each company pays customary fees under its respective syndicated credit facility, as docs KU under its letter ofcredit facility, and borrowings
generally bearinterest at LIBOR-based rates plusan applicable margin.
The facilities contain financial covenants to maintain an interest coverage ratio ofnot less than 3.0 times consolidated earnings before income taxes,
depreciation and amortization and total net debt not in excc.ss of8.1% ofits RAV. calculated in accordance with the credit facility.
At IXxembcr3l.20l4. the unu.sed capacity under the U.K. committed credit facilities was approximately 51.4 billion. The cotnmitments under the
U.K.'s credit facilities are provided by adiverse bank group with no one bank providing more than 13% ofthe total committed capacity.

In addition to the financial covcnanis noted in the table above, the credit agreemenis governing the above credit facilities
contain various other covcnanis. Failure tocomply with the covenants after applicable grace periods could resuli in
acceleration ofrepayment ofborrowings and/or termination of the agreements. The Registrants monitor compliance with the
covenants on a regular basis. At December 31, 2014, the Registrants were incompliance with these covenants. At this time,
the Registrants believe that these covenants and other borrowing conditions will not limit access to these funding sources.

As a result of the proposed spinoff transaction, PPL Energy Supply has syndicated a $1.85 billion credit facility which is
currently fully committed. This syndicated credit facility will replace the existing $3 billion PPL Energy Supply syndicated
credit facility and will be effective upon closing of the spinoff transaction. See "Item I. Business" and "Financial and
Operational Developments - Other Financial and Operational Developments - Anticipated Spinoff ofPPL Energy Supply"
above for additional information.

During the second quarter of2014, PPL Energy Supply's corporate credit rating was lowered to below investment grade. At
December 31, 2014, the additional collateral posted as a result of the downgrade was $190 million. PPL Energy Supply
primarily issued letters ofcredit under its credit facilities noted above to post the required collateral. PPL Energy Supply
continues to have adequate access to the capital markets and adequate capacity under its credit facilities and does not expect a
material change in its financing costsas a result of thedowngrade.
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See Noic 7 10 ihe Financial Sialemenis for further discussion of the Registrants' credit facilities.

Interconwanv (LKE. LG&E and KU)

LKE Credit Facility
LC&E Money Pool (a)
KU Money Pool (a)

Committed

Capacity Borrowed

225 S
500

500

41

Other Used

Capacity

264

236

Unused

Capacity

184

236

264

(a) LG&E and KU panicipaic inanintercompany agreement whereby LKE. LG&E and/or KU make available funds upto$.500 million at aninieixsl rate
based ona market index ofcommercial paper is.sucs. However, the FERC has issued a maximum short-term debt limit for each utility at$500 million
from any source.

Commercial Paper (All Registrants)

PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-
term liquidity needs, as necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, arc
supported by the respective Registrant's Syndicated Credit Facility. The following commercial paper programs were in place
at:

December 31, 2014

PPL Electric

LG&E

KU

Total LKE

Total PPL

Commercial Commercial
Paper Unu.scd Paper

Capacity I.ssuunccs Capacitv l.s.suunces

$ 300 S 300 S 20

3.50 $ 264 86 20

• 350 236 114 1.50

700 500 200 170

$ 1.000 S 500 $ 500 S 190

In August 2014, PPL Energy Supply terminated its commercial paper program.

Long-term Debt and Equity Securities

(PPL)

PPL and its subsidiaries currently plan to incur, subject to market conditions, approximately $2.2 billion of long-term
indebtedness in 2015, of which $600 million is to refinance existing long-term debt.

PPL also plans to issue approximately $200 million of common stock in 2015.

The remaining proceeds will be used to fund capital expenditures and for general corporate purposes.

(PPL Energy Supply)

Subject to market conditions, PPL Energy Supplymay issue long-term debt securities in 2015 to fund its current debt
maturity obligations or for general corporate purposes, if necessary.

(PPL Electric)

PPL Electric currently plans to issue, subject to market conditions, approximately $450million of long-term indebtedness in
2015, the proceeds of which will be used to fund capital expenditures and for general corporate purposes.

(LKE. LC&E and KU)
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LC&E and KU currently plan to issue, subject to market conditions, approximately $550million for LG&E and $500million
for KU, of first mortgage bond indebtedness in 2015, the proceeds of which will be used to refinance $500 million of
maturing lirst mortgage bonds for LG&E and KU ($250 million each), to fund capital expenditures and for general corporate
purposes. LKE plans to refinance its $400 million bond maturing in 2015 with proceeds from an intercompany loan from a
PPL affiliate.

Contributionsfrom Parent/Member (All Registrants except PPL)

From time to time, PPL Energy Supply's and LKE's members or the parents of PPL Electric, LG&E and KU make capital
contributions tosubsidiaries. The proceeds from these contributions are used to fund capital expenditures and for other
general corporate purposes and, in the case of LKE, to make contributions to its subsidiaries. PPL Energy Supply docs not
expect to receive cash equity contributions from its member in 2015.

Forecasted Uses of Cash

(All Registrants)

In addition toexpenditures required for normal operating activities, such as purchased power, payroll, fuel and taxes, the
Registrants currently expect to incur future cash outflows for capital expenditures, various contractual obligations, payment
ofdividends on its common stock, distributions by PPL Energy Supply and LKE to their members, and possibly the purchase
or redemption of a portion of debt securities.

Capital Expenditures

The table below shows the Registrants' current capital expenditure projections for the years 2015 through 2019. Expenditures
for the domestic regulated utilities are expected to be recovered through rates, pending regulatory approval.

Projected
ToUil 2015 2016 2017 2018 2019

PFI.

Consimciion expenditures (a) (b)
Generating facilities S 2.7.'il S .523 S 457 S 392 $ .546 S 833
Distribution facilities 9.969 2.035 1.975 1.980 1.97.3 2.006
Transmission facilities 3.68.5 746 748 775 731 685
Environmental 2.317 609 407 398 .521 382
Other 380 73 91 78 68 70

Total Construction Expenditures 19.102 3.986 3.678 3.623 3.8.39 3.976
Nuclear fuel .566 106 85 120 126 129

Total Capital Expenditures s 19.668 s 4.092 S 3.763 s 3.743 S 3.%5 s 4.105

PPL Energy-Supply
Constmction expenditures (a) (b)

Generating facilities s 1.317 $ 325 s 301 s 241 .s 281 5 169
Environmental 122 41 •)-) 34 13 12

8Other 42 9 8 9 8
Total Construction Expenditures 1.481 375 .331 284 302 189

Nuclear fuel .566 106 85 120 126 129
Total Capital Expenditures s 2.047 s 481 s 416 s 404 s 428 S 318

PPL Electric (a) (b)
Distribution facilities s 2.383 s 440 s 462 s 500 s 500 s 481
Transmission facilities 3.328 687 694 692 658 597

Total Capital Expenditures s .5.711 $ 1.127 s 1.1.56 s 1.192 s 1.1.58 s 1.078

LKE(b)
Generating facilities s 1.433 s 197 s 1.56 s 151 s 265 s 664
Distribution facilities 1.209 245 252 248 223 241
Transmission facilities .3.57 59 53 84 73 88
Environ iiKntal 2.196 569 386 364 508 369
Other 294 55 73 62 51 53

Total Capital Expenditures s .5.489 s 1.125 s 920 s 909 s 1.120 s 1.415

LG&E (b)
Generating facilities s .59.5 s 92 s 85 s 69 s 92 % 257
Distribution facilities 742 1.58 162 1.54 129 139
Transmission facilities 90 16 12 25 17 20

Environmental 1.126 341 199 177 261 148
Other 134 25 34 28 •y> 25

Total Capital Expenditures s 2.687 s 632 s 492 s 453 s .521 s 589
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KU(b)
Gcncracing racililies
Distribulion faciliiies
Transmission raciiitics

Environmcnial

Olher

Total Capiial Expenditures

Total

Projected

20172015 2016 2018 2019

S 838 S 105 $ 71 S 82 S 173 S 407
467 87 90 94 94 102
267 43 41 59 56 68

1.070 228 187 187 247 221
1.57 29 38 34 29 27

$ 2.799 $ 492 S 427 s 456 S 599 S 825

(a)

(b)

Construction expenditures include capitalized interest and AFUDC. which areexpected to total approximately SI7I million for PPL; S64 million for
PPL Energy Supply and S67 million for PPL Electric.
The 2015 total excludesamounts includedin accountspayableas of December31, 2014.

Capital expenditure plans are revised periodically to rellect changes in operational, market and regulatory conditions. Forthe
years presented, this table includes estimated costs to meet a projected capacity need at LKE in 2021 and PPL Electric's asset
optimization program to replace aging transmission and distribution assets as well as the Susquehanna-Roscland and
Northeast/Pocono projects. This table also includes LKE's environmental projects related toexisting and proposed EPA
compliance standards (actual costsmay be significantly lower or higher depending on the final requirements and market
conditions; most environmental compliance costs incurred by LG&E and KU in serving KPSC jurisdictional customers are
generally eligible for recovery through the ECR mechanism). See Note 6 to the Financial Statements for information on
LG&E's and KU's ECR mechanism and CPCN filing, and Note 8 to the Financial Statements for information on significant
development plans. Sec "Item 2. Properties" for information on planned projects to expand capacity.

Inaddition to cash on hand and cash from operations, the Registrants plan to fund capital expenditures in 2015 with proceeds
from the sources noted below.

Source

Issuance of common siock

Issuance of long-ierm debi sccuriiics
Equily coniributions from parent/member
Shon-ierm debt

X = Expected funding source.

Contractual Obligations

PPL

PI»L Energy
Supply PPL Electric LKE LC&E KU

The Registrants have assumed various financial obligations and commitments in theordinary course of conducting business.
At December 31, 2014, estimated contractual cash obligations were as follows.

Total

PPL

1-ong-icrm Debt (a)
Inicrcsi on Long-term Debt (b)
Operating Lx:ases (c)
Purchase Obligations (d)
Other Lx)ng-term Liabilities

Reflected on the Balance

Sheet under CAAP (e) (0
Total Contractual Cash Obligations

PPL Energy Supply
Lxtng-tcrm Debt (a)
Interest on Long-term [>;bt (b)
Operating Leases (c)
Purchase Obligations (d)
Other Long-term Liabilities

Reflected on the Balance

Sheet under CAAP (e) (0

Total Contractual Cash Obligations
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20.426

I6..521

135

6.359

44.330 S

2.238

799

39

2.400

73

5..549

2015

1.535

942

36

2..543

481

5.537

535

120

11

790

73

I..529

89

2016-2017

1.137

1.747

45

1.800

408

5.137

358

164

21

813

1.356

2018-2019

794

1.655

20

788

3.2.57

407

117

5

419

948

After 2019

16.960

12.177

34

1.228

30,399

938

398

2

378

1.716
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Total 2015 2016 -2017 2018-2019 After 2019

PPL Electinc

Long-tenn Debt (a) S 2.614 $ 100 5 2.514
Interest on Long-term Debt (b) 2.376 119 .$ 229 5 229 1 799
Purchase Obligations (d) 189 68 45 45 31
Other Long-tenn Liabilities

Reflected on the Balance
Sheet under GAAP (c) (0 32 32

Total Contractual Cash Obligations $ 5.211 S 319 S 274 S 274 S 4.344
LKE

Long-term Debt (a) s 4.585 s 900 s 219 $ 138 S 3.328
Interest on Long-term Debt (b) 2.767 1.59 293 293 2.022
Operating Leases (c) 73 16 19 12 26
Coal and Natural Gas Purchase

Obligations (g) 1.871 732 800 256 83
Unconditional Power Purchase

Obligations (h) 876 26 53 61 736
Construction Obligations (i) 875 801 74
Pension Benefit Plan Obligations (c) 52 52
Other Obligations 96 74 15 7
Total Contractual Cash Obligations s 11.195 s 2.760 s 1.473 s 767 s 6.195
LG&E

Long-tenn Debt (a) s 1.3.59 s 250 s 219 s 138 5 752
Interest on Long-term Debt (b) 927 47 87 81 712
Operating Leases (c) 28 6 7 4 11
Coal and Natural Gas Purchase

Obligations (g) 972 .340 437 112 83
Unconditional Power Purchase

Obligations (h) 607 18 37 42 510
Construction Obligations (i) .542 472 70
Pension Benefit Plan Obligations (e) 21 21

Other Obligations 31 25 4

Total Contractual Cash Obligations $ 4.487 s 1.179 s 861 s 379 S 2.068
KU

Long-tenn Debt (a) $ 2.101 s 250 5 1.851
Interest on Long-term Debt (b) 1.648 75 s 149 $ 1.55 1.269
Operating Lea.ses(c) 4! 9 12 7 13
Coal and Natural Gas Purchase

Obligations (g) 899 392 363 144
Unconditional Power Purchase

Obligations (h) 269 8 16 19 226
Construction Obligations (i) 317 313 4

Pension Benefit Plan Obligations (e) 15 15
Other Obligations 50 .34 11 5
Total Contractual Cash Obligations $ 5.340 s 1.096 s 555 s 330 S 3.3.59

(a) Rcflccls principal niaiurities based on sialcd nuiurity or earlier pul dates. Sec Note 7to the Financial Statements for adiscussion ofthe remarketing
feature related to the REPS, as well as discussion ofvariable-rate remarketablc bonds issued on behalf ofPPL Energy Supply. LC&E and KU. The
Registrants do not have any significant capital lease obligations.

(b) Assumes interest payments through staled maturity or earlier put dales. For PPL, PPL Energy Supply. LKE. LG&E and KU the paynK-nis herein are
subject tochange, aspayments for debt that isorbecomes variable-rate debt have been estimated and for PPL payments denominated inBritish
pounds sterling have been translated to U.S. dollars at a eurrent foreign currency exchange rate.

(c) See Note 9 to the Financial Statements for additional information.
(d) The amounts include agreements to purchase goods or services that are cnforccabie and legally binding and specify all significant terms, including:

fixed or minimum quantities to be purcha.sed; fixed, minimum or variable price provisions; and the approximate liming ofthe transaction. Primarily
includes as applicable, the purchase obligations ofelectricity, coal, nuclear fuel and limestone as well as certain construction expenditures, which are
also included in the Capital Expenditures table presented above. Financial swaps (for PPL and PPL Energy Supply) and open purchase orders that are
provided ondemand with nofirm commitment areexcluded from the amounts pre,sented.

(e) The amounts for PPL include WPD's contractual deficit pension funding rcquirciiKnts arising from actuarial valuations performed inMarch 2013. The
U.K. electricity regulator cuiTcnily allows a recovery ofa substantial portion of the contributions relating tothe plan deficit. The amounts also include
comribuiions made orcommitted to be made in 201.'5 for PPL's and LKE's U.S. pension plans (for PPL Energy Supply. PPL Electric. LC&E and KU
includes their share ofthe.sc amounts). Based on the current funded status ofthese plans, except for WPD's plans, no cash contributions arc rec)uired.
SecNote 11 to theFinancial Statements for a discussion of expected contributions.

(f) At IX-cembcr 31.2014. total unrecognized lax benefits ofS20 million for PPL and S1.1 million for PPL Energy Supply were excluded from this table as
management cannotreasonably estimate theamount andperiod of future payments. SecNote .1 to the Rnancial Statements foradditional information.

(g) Represents contracts to purchase coat,natural gasand natural gas transportation. SeeNote 13tothe Financial Statements foradditional information.
(h) Represents future minimum payments under OVEC power purcha.se agreements through June 2040. See Note 13 to the Financial Statements for

additional information.

(i) Represents construction commitments, including commitments for the LG&E's Mill Creek and KU's Ghent and E.W. Brown environmental air
projects, LG&Es and KU s Cane Run Unit 7. KU's E.W. Brown landfill and LG&E's Ohio Falls refurbishment which are also reflected in the Capital
Expenditures table presented above.
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Dividends/Distributions

(PPL)

PPL views dividends asan integral component ofshareowner return and expects to continue lo pay dividends in amounts that
are within the context of maintaining a capitalization structure that supports investment grade credit ratings. Future dividends
will be declared at the discretion of the Board of Directors and will depend upon future earnings, cash flows, financial and
legal requirements and other relevant factors at the time. Subject to certain exceptions, PPL may not declare orpay any cash
dividend ordistribution on its capital stock during any period in which PPL Capital Funding defers interest payments on its
2007 Series AJunior Subordinated Notes due 2067 or 2013 Series BJunior Subordinated Notes due 2073. At December 31,
2014, no interest payments were deferred.

(All Registrants except PPL)

From time to time, as determined by their respective Board ofDirectors orBoard ofManagers, the Registrants pay dividends
ordistributions, asapplicable, to their respective shareholders or members. PPL Energy Supply expects to distribute to its
member an amount not to exceed $191 million in the first quarter of2015. Certain ofthe credit facilities ofPPL Energy
Supply, PPL Electric, LKE, LC&E and KU include minimum debt covenant ratios that could effectively restrict the payment
of dividends or distributions. See "Forecasted Sources of Cash" above for informationon additional restrictions on PPL
Energy Supply's ability to make distributions to its member, PPL.

(All Registrants)

See Note 7 to the Financial Statements for these and other restrictions related todistributions on capital interests for the
Registrants and their subsidiaries.

Purchase or Redemption of Debt Securities

The Registrants will continue toevaluate 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 have periodically reviewed the credit ratings of the debt of the Registrants and their subsidiaries.
Based on their respective independent reviews, the rating agencies may make certain ratings revisions or ratings affirmations.
In January 2015, Fitch withdrew its ratings for PPL, PPL Capital Funding, PPL Energy Supply, PPL Electric, LKE. LC&E
and KU.

Acredit 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 the Registrants and their subsidiaries arc based on information provided by the
Registrants and other sources. The ratings ofMoody's, S&P and Filch are not a recommendation to buy, sell or hold any
securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or withdrawal by the agencies at
any lime and should be evaluated independently ofeach other and any other rating that may be assigned to the securities.
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access tocapital markets and cost of
borrowing under their credit facilities.

The following table sets forth the Registrants' and their subsidiaries' credit ratings for outstanding debt securities or
commercial paper programs as of December 31, 2014.
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Issuer

PPL

WPD Ud.

WPD (Easl Midlands)
WPD (West Midlands)
WPD (South Wales)
WPD (South West)
PPL Capital Funding

PPL and PPl. Knergj- Supply
PPL Energy Supply

PPL and PPL Electric

PPL Electric

PPL and LKE

LKE

LC&E

KU

Senior Unsecured Senior Secured Commerciul Paper

Moodv's S&P Filch Moodv's S&P Filch Moodv's S&P Fitch

Baa3

Baal

Baal

Baal

Baal

Baa3

Bal

Baa2

BBB-

BBB

BBB

BBB

BBB

BBB-

BB

BBB-

A-

A-

BBB

BB

BBB-t-

A2

Al

Al

A-

A-

A-

A-

A+

A+

P.2

P-2

P-2

P-2

A-2

A-2

A-2

F2

F2

F2

Adowngrade in the Regisiranls' or their subsidiaries' credit ratings could result in higher borrowing costs and reduced access
tocapital markets. The Registrants and their subsidiaries have nocredit rating triggers that would result in the reduction of
access tocapital markets or theacceleration of maturity dates of outstanding debt.

In addition to the credit ratings noted above, the rating agencies have taken the following actions related to the Registrants
and their subsidiaries.

(PPL)

In January 2014, Moody's affirmed its ratings and revised its outlook to stable for PPL.

In March 2014, Moody's, S&P and Fitch assigned ratings of Baa3, BBB- and BBB, respectively, to PPL Capital Funding's
$350 million 3.95% Senior Notes due 2024 and $400 million 5.00% Senior Notes due 2044. Fitch also assigned a stable
outlook to these notes.

In April 2014, Moody's affirmed its ratings with a stable outlook for PPLWEM, WPD (East Midlands), WPD (West
Midlands), PPL WW, WPD (South Wales) and WPD (South West).

In April 2014. Fitch affirmed its ratings with a stable outlook for PPL and PPL Capital Funding.

In June 2014, Moody's affirmed its ratings and revised its outlook to positive for PPL and PPL Capital Funding.

InJune 2014, S&Paffirmed its ratings for PPL, PPL Capital Funding, PPLWEM, WPD (East Midlands), WPD (West
Midlands), PPL WW, WPD (South Wales) and WPD (South West) and placed the issuers on CreditWaich with positive
implications.

In June 2014, Fitch affirmed its ratings with a stable outlook for PPL and PPL Capital Funding.

In August 2014, Fitch affirmed its ratings and revised itsoutlook to negative for WPD (South Wales). Fitch alsoaffirmed its
ratings with a stable outlook for PPL WW and WPD (South West).

In October 2014, Fitch affirmed and withdrew its long-term and short-term issuer default ratings for PPL Capital Funding.

InOctober 2014, Moody's and S&P affirmed their ratings and outlooks for WPD (East Midlands), WPD (West Midlands),
WPD (South Wales) and WPD (South West). In addition, Moody's and S&P have assigned Baa3, P-3, Stable and BBB, A-2,
CreditWatch Positive long and short-term issuer ratings toWestern Power Distribution Ltd, the new holding company for the
four DNOs, following a legal entity restructuring implemented in October 2014. The issuer ratings of PPL WW and PPL
WEM have also been withdrawn.
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{PPL and PPL Energy Supply)

In April 2014, Filchaffirmed iis ratings witha negative outlook for PPL Energy Supply.

In May 2014, S&P lowered its long-term issuer rating and senior unsecured rating from BBB to BB+ and its commercial
paper rating and short-term issuer rating from A-2 to A-3 with a stable outlook for PPL Energy Supply.

InJune 2014, Moody's lowered its senior unsecured rating from Baa2 to Bal and itscommercial paper rating and short-term
issuer rating from P-2 to Not Prime with a negative outlook for PPL Energy Supply. Moody's also assigned a Corporate
Family Rating of Bal, a Probability of Default Rating of Bal-PD anda Speculative Grade Liquidity rating of SGL-1 to PPL
Energy Supply.

InJune 2014, S&Plowered its long-term issuer rating and seniorunsecured rating from BB+ to BB and itscommercial paper
rating and short-term issuer rating from A-3 to B for PPL Energy Supply and placed the issuer on CreditWatch with negative
implications.

In June 2014, Fitch lowered its long-term issuerdefault rating and senior unsecured debt rating from BBB-to BB and its
commercial paper rating and short-term issuerdefault rating from F3 to B for PPL Energy Supplyand placed the issueron
Rating Watch Negative.

{PPL and PPL Electric)

In January 2014, Moody's upgraded its long-term issuer rating and senior unsecured rating from Baa2 to Baal and senior
secured rating from A3 lo A2, affirmed its commercial paper rating and revised its outlook to stable for PPL Electric.

In April 2014, Filch affirmed its ratings with a stable outlook for PPL Electric.

In June 2014, S&P affirmed its ratings for PPL Electric and placed the issueron CreditWatch with positive implications.

In June 2014, Moody's, S&P and Fitch assigned ratings of A2, A- and A-, respectively, to PPL Electric's $300 million
4.125% First Mortgage Bonds due 2044. Fitch also assigned a stable outlook to these notes.

In December 2014, Fitch upgraded its long-term issuer ratings from BBB to BBB+ for PPL Electric.

(PPL. LKE. LC&E and KU)

In January 2014, Moody's affirmed its ratings and revised its outlook to stable for LKE.

In January 2014, Moody's upgraded its long-term issuer ratings and senior unsecured ratings from Baal to A3 and senior
secured ratings from A2 to A1, affirmed its commercial paper ratings and revised its outlook to stable for LG&E and KU.

In February 2014, Moody's affirmed its ratings for KU's 2000 Series A Solid Waste Disposal Facility Revenue Bonds, KU's
2004 Series A and 2008 Scries A Environmental Facilities Revenue Bonds and KU's 2006 Scries B Environmental Facilities

Revenue Refunding Bonds.

In April 2014, Fitch affirmed its ratings with a stable outlook for LKE, LG&E and KU.

In June 2014, S&P affirmed its ratings for LKE, LG&E and KU and placed the issuers on CreditWatch with positive
implications.

In June 2014, Moody's affirmed its ratings and revised its outlook to positive for LKE.

In June 2014, S&P affirmed its ratings for KU's 2000 Scries A Solid Waste Disposal Facility Revenue Bonds, KU's 2004
Scries A and 2008 Scries A Environmental Facilities Revenue Bonds and KU's 2006 Scries B Environmental Facilities

Revenue Refunding Bonds and placed them on CreditWatch with positive implications.

In September 2014, Moody's affirmed its ratings for KU's 2000 Series A Solid Waste Disposal Facility Revenue Bonds, KU's
2004 Series A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B Environmental Facilities

Revenue Refunding Bonds.
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In October 2014, S&P affirmed its ratings for KU's 2000 Scries ASolid Waste Disposal Facility Revenue Bonds, KU's 2004
Series Aand 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series BEnvironmental Facilities
Revenue Refunding Bonds.

in December 2014, S&P conHrmed its ratings for LG&E's 2001 Scries A Pollution Control Revenue Bonds, LG&E's 2001
Series B(Louisville/Jefferson County Metro Government, Kentucky) Pollution Control Revenue Bonds and LG&E's 2001
Scries B (County of Trimble, Kentucky) Pollution Control Revenue Bonds.

In December 2014, Moody's assigned an AI rating for LG&E's 2001 Series A Pollution Control Revenue Bonds, LG&E's
2001 Series B(Louisville/Jefferson County Metro Government, Kentucky) Pollution Control Revenue Bonds and LG&E's
2001 Series B (County of Trimble, Kentucky) Pollution Control Revenue Bonds.

In December 2014, Moody's downgraded its long-term ratings from Aal to Aa2 for KU's 2000 Series A Solid Waste
Disposal Facility Revenue Bonds, KU's 2004 Series Aand 2008 Series A Environmental Facilities Revenue Bonds and KU's
2006 Series B Environmental Facilities Revenue Refunding Bonds.

Ratings Triaaers

(PPL)

As discussed in Note 7 to the Financial Statements, certain ofWPD's senior unsecured notes may be put by the holders to the
issuer for redemption ifthe long-term credit ratings assigned to the notes arc withdrawn by any ofthe rating agencies
(Moodys, S&P, or Fitch) or reduced to a non-investment grade rating ofBal or BB-t- in connection with a restructuring
event. A restructuring event includes the loss of, or a material adverse change to, thedistribution licenses under which WPD
(East Midlands), WPD (South West), WPD (South Wales) and WPD (West Midlands) operate and would be a trigger event
for each company. These notes totaled £3.8 billion (approximately $5.9 billion) nominal value at December 31, 2014.

(All Registrants except PPL Electric)

Various derivative and non-derivative contracts, including contracts for the sale and purchase ofelectricity and fuel,
commodity transportation and storage, interest rate and foreign currency instruments (for PPL), contain provisions that
require the posting ofadditional collateral, or permit the counterparty to terminate the contract, ifPPL's, PPL Energy
Supply's, LKE's, LG&E's or KU's ortheir subsidiaries' credit rating, as applicable, were to fall below investment grade. See
Note 17 to the Financial Statements for adiscussion of"Credit Risk-Related Contingent Features," including adiscussion of
the potential additional collateral requirements for PPL, PPL Energy Supply, LKE and LG&E for derivative contracts in a net
liability position at December 31, 2014.

Guarantees for Subsidiaries (PPL and PPL Energy Supply)

PPL and PPL Energy Supply guarantee certain consolidated afniiate financing arrangements. Some ofthe guarantees eontain
financial and othercovenants that, if not met, would limit or restrict theconsolidated affiliates' access to funds under these
financing arrangements, accelerate maturity ofsuch arrangements or limit the consolidated affiliates' ability to enter into
certain transactions. At this time, PPL and PPL Energy Supply believe that these covenants will not limit access to relevant
funding sources. See Note 13 to the Financial Statements (or additional information about guarantees.

Off-Balance Sheet Arrangements (All Registrants)

The Registrants have entered into certain agreements that may contingently require payment to a guaranteed or indemnified
party. See Note 13 to the Financial Statements for a discussion of these agreements.

Risk Management

Market Risk

(All Registrants)

See Notes I, 16, and 17 to the Financial Statements for information about the Registrants' 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 differmaterially from those presented. These
disclosures are not precise indicators of expected future losses, butonly indicators of possible losses under normal market
conditions at a given confidence level.

Commodity Price Risk (Non-trading)

(PPL LKE. LG&E. and KU)

LC&E'sand KU's retail electric and natural gas rales and municipal wholesale electric ratesare set by regulatory
commissions and the fuel costs incurred arcdirectly recoverable from customers. Asa result, LG&E and KU aresubject to
commodity price risk for only a small portion of on-going business operations. LG&E and KU sell excess economic
generation to maximize the value of the physical a.ssets at limes when the assets arc not required to serve LG&E's or KU's
customers. Sec Note 17 to the Financial Statements for additional information.

(PPL and PPL Electric)

PPL Electric is exposed to market priceand volumetric risks from its obligation as PLR. The PUG has approved a cost
recovery mechanism that allows PPL Electric to pass through to customers the cost associated with fulfilling its PLR
obligation. This cost recovery mechanism substantially eliminates PPL Elcctric's exposure to market price risk. PPL Electric
also mitigates its exposure to volumetric risk byentering into full-requirement energysupplycontracts for the majority of its
PLR obligations. Thesesupply contracts transfer the volumetric risk associated with the PLR obligation to the energy
suppliers.

(PPL and PPL Energy Supply)

PPL Energy Supply segregates Its non-trading activities into two categories: hedge activity and economic activity.
Transactions that arc accounted for as hedgeactivity qualify for hedge accounting treatment. The economic activity category
includes transactions that address a specific risk, but were noi eligible for hedge accounting or for which hedge accounting
was not elected. This activity includes the changes in fair value of positions u.sed to hedge a portion of the economic value of
PPL Energy Supply's competitive generation assetsand full-requirement sales and retailcontracts. This economic activity is
subject to changes in fair value due to market price volatility of the input and outputcommodities (e.g., fuel and power).
Although they do not receive hedgeaccounting treatment, these transactions are considered non-trading activity. See Note 17
to the Financial Statements for additional information.

To hedge the impact of market price volatilityon 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 tables sets forth the changes in the net fair value of non-trading commodity derivative contracts at
December 31. See Notes 16 and 17 to the Financial Statements for additional information.

Fair value of coniracis outstanding at the beginning of the period
Contracts realized or othetvise 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 valueof contractsat the end of thequarter of their inception.

The following table segregates the net fair value of non-trading commodity derivative contracts at December 31, 2014 based
on the observability of the information used to determine the fair value.
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Source of Fair Value

Pricesbased on significaniobsen-abicinputs (Level 2)
Pricesbasedon significant unobservable inputs (Level3)
Fairvalue of contracts outstanding at theend of the period

Net Asset (Liabililv)
Muturity Muturity

Lcsa Than Maturity Maturity in Excc-ss Total Fair
1 Year 1-3 Years 4-5 Years of S Years Value

S 12 S (32) S 10 S (10)
46 16 1 63

S ."58 S (16) s 11 S .13

PPL Energy Supply sells clcciricily, capacity and related services and buys fuel on a forward basis to hedge the value of
energy from its generation assets. IfPPL Energy Supply were unable to deliver Hrm capacity and energy or to accept the
delivery of fuel under its agreements, under certain circumstances itcould be required to pay liquidating damages. These
damages would be based on the dilference 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, transmi.ssion disruptions, nonperformance bycounterparties (or their counterparties) with which it has
energy contracts and other factors could affect PPL Energy Supply's ability to meet itsobligations, or cause significant
increa.ses in the market price of replacement energy. Although PPL Energy Supply attempts to mitigate these risks, there can
be no assurance that it will beable 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.

Commodiiy Price Risk(Trading)

PPL Energy Supply's trading commodiiy derivative contracts range in maturity through 2020. The following table sets forth
changes in the net fair value of trading commodity derivative contracts at December 31. See Notes 16 and 17 to the Financial
Statements for additional information.

Culm- (lyOs.scs)
2014 2013

Fair valueof coniracisoutstandingat the beginningof the period S 11 S 29
Contracts realized or otherwisesettled during the period (60) (13)
Fair valueof new contractsentered into during the period (a) 5 3
Other changes in fair value 92 (8)
Fair valueof contractsoutstandingat the end of the period S 48 5 11

(a) Represents the fair valueof contractsat the end of thequarter of their inception.

The following table segregates the net fair value of trading commodity derivative contractsat December 31, 2014 basedon
the observability of the information used to determine the fair value.

Net Asset (Liabililv)
Maturily Malurily

i.c.ss Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value

Source of Fair Value

Prices quoted in active markets for identical instruments (Level I) S 1 S 1
Prices ba.sed on significantobservableinputs (Level 2) (10) S IIS (2) (1)
Prices ba.sed on significant unobservable inputs (Level 3) 6 14 17 $ 11 48

Fair valueof contractsoulttianding at the end of the period $ (3) S 25 S 15 S 11

SO

VaR Models

A VaR model is utilized to measure commodity price risk in unregulated gross energy margins for the non-irading and
trading portfolios. VaR is a statistical model that attempts toestimate 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 thecompany's disciplined hedging program, the non-
trading VaR exposure is expected to be limited in theshort-term. The VaR for portfolios using end-of-month results for 2014
was as follows.
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95%Confidence Level. Five-Day Holding Period
Perio<j End

Average for ihe Period
High
Low

Trading Non-Trading

4

7

10

4

7

10

1.5

5

The irading portfolio includes all proprietary trading positions, regardless ofthe 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 ofreliable spot and (orward markets. The lair value ofthe non-trading and trading FTR positions was
insignificant at December 31, 2014.

Inierest Rate Risk (AllRegistrants)

The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The
Registrants and their subsidiaries utilize various financial derivative instruments to adjust the mix of fixed and floating
interest rates in their debt portfolios, adjust the duration oftheir debt portfolios 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 ofthe debt portfolios due to changes in the
absolute level of interest rates.

The following interest rate hedges were outstanding at December .31.

PPL

Cash flow hedges
Iniercst rate swaps (c)
Cross-currency swaps (d)

liconomic hedges
Interesi rale swaps (c)

LKE

Cash flow hedges
inieresi rale swaps (c)

Economic hedges
Inierest rate swaps (e)

LC&E

Cash flow hedges
Interesi rate swaps (c)

Economic hedges
Inierest rate swaps (e)

KU

Cash flow hedges
Interest rale swaps (c)

2014 2013

E.\posure
Hedged

Fair Vuluc,
Net - As.sel

(Liability) (u>

Effect of a

10% Adverse

Movement

in Kates (b)

Muturitie.s

Ranging
Throufih

E.vposure
Hedged

Fair Value,
Net - Asset

(IJabilitv) (a)

Effect of a

tO% Adverse

Movement

in Rates (b)

S 1.600
1.262

S (108)
27

S (.59)
(165)

204.5 S

2028

I..125

1.262

S 91

(31)
S (44)

(177)

179 (49) (1) 2011 179 (17) (4)

1.000 (66) (44) 204.5

179 (49) (1) 2011 179 (17) (4)

.500 (3.1) (22) 2045

179 (49) (1) 2011 179 (17) (4)

.500 (31) (22) 2045

(a)
(b)

(C)

(d)

(c)

Includes accrued interest, if applicable.
Effects of adverse movements decrease assets or increa.se liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities
represent a 10% adverse movement in interesi rales, except for cross-currency swaps which also includes foreign currency exchange rates.
Changes in the fair value of such cash flow hedges arc recorded in equity or as regulatory asseis or regulatory liabilities, ifrecoverable through
regulated rates, and reclassificd into earnings in the same period during which the item being hedged affects earnings.
Cross-currency swaps are utilized to hedge the principal and interest payments of WPD's U.S. dollar-denominated senior notes. Changes in the fair
value ofthe.se instruments are recorded in equity and reclassificd into earnings in the same period during which the item being hetlged affects camings.
Realized changes in the fair value of.such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of
these derivatives are included in regulatory assets or regulatory liabilities.

The Registrants arc exposed to apotential increase in iniercst expense and to changes in the fair value oftheir debt portfolios.
The estimated impact of a 10%adverse movement in interest rates at December 31 is shown below.
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PPL

PPL Encrgj'
Supply LKE LG&E KU

2014

Increase in inieresi

expense

increase in fair value

of debl

2013

Increase in interest

expense

Increase in fair value

of debl

Not

Significant
Not

Significant

46

PPL

Electric

Not

Significant

132

Not

Significant
Not

Significant
Not

Significant

707 138 $ 44 82

Not

Significant
Not

Significant

732 $ 48

Not

Significant

120

Not

Significant

146

Not

Significant

45

Not

Significant

85

Foreign Currency Risk (PPL)

PPL isexposed 10 foreign cuirency risk, primarily through investments in U.K. afllliales. In addition, PPL's domestic
operations tiiay make purchases of equipment in currencies other than U.S. dollars. Sec Note I to the Financial Statements
for addilional information regarding foreign currency 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 ofexpected earnings.

The following foreign currency hedges were outstanding at December 31.

2014 2013

Exposure
Hedged

Fair Value,
Net • A.S.SCI

(Liiibilitv)

Effect ofu 10%
Adverse Movenicnl

in Foreign Currency
Exchange Rates (a)

Maturities

Ranging
Through

Exposure
Hedged

Fair Value,
Net • A.sscI

(Liabilitv)

Effect ofu 10%
Adverse Movement

in Foreign Currency
Exchange Rates (a)

Net investment

hedges (b)
Economic

hedges (c)

217

1..368

17 (34)

(193)

2016 £

2016

301

1.425

(20) S

(86)

(a) Effects ofadverse movements decrease assets or increak liabilities, as applicable, which could result in an as.set becoming aliability.
(b) To protect the value ofaportion ofits net investment in WPD. PPL executes forward contracts to sell GBP. The positions outstanding exclude the

amount of intercompany loans classified as net invcstnK-ni hedges. SeeNote 17 to theFinancial Statements for additional information.
(c) Toeconomically hedge thetranslation of expected earnings denominated inGBP to U.S. dollars.

NOT Funds - Securities Price Risk (PPLand PPL Energy Supply)

In connection wiihcertain NRC requirements, PPLSusquchanna maintains trust funds to fund certaincosts of
decommissioning the PPL Susquchanna nuclear plant (Susquchanna). At December 31, 2014, these funds were invested
primarily indomestic equity securities and fixed-rate, fixed-income securities and arc reflected at fair value on the Balance
Sheets. The tnix ofsecurities 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 offixed-rate, fixed-income securities are primarily exposed lo
changes in inicrcst rates. PPL actively monitors the investment performance and periodically reviews asset allocation in
accordance with its nuclear decommissioning trust policy statement. At December 31, 2014, a hypothetical 10% increase in
interest rates and a 10% decrca.se in equity prices would have resulted in an estimated $73 million reduction in the fair value
of the trust assets, compared with $66 million at December 31, 2013. See Notes 16 and 20 to theFinancial Statements for
additional information regarding the NDT funds.

(All Registrants)

Defined Benefit Plans • Securities Price Risk

See Application ofCritical Accounting Policies - Defined Benefits" for additional information regarding the effect of
securities price risk on plan assets.
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Credit Risk

Credit risk is the risk that the Registrants would incur a loss as a result of nonperformance by counterparties oftheir
contractual obligations. The Registrants maintain credit policies and procedures with respect to counterparty credit
(including requirements that counterparties maintain speciHcd credit ratings) and require other assurances in the form of
credit support or collateral in certain circumstances in order to limit counterparty credit risk. However, the Registrants, as
applicable, have concentrations ofsuppliers and customers among electric utilities, Imancial institutions and other energy
marketing and trading companies. These concentrations may impact the Registrants' overall exposure to credit risk,
positively or negatively, ascounterparties may be similarly affected by changes in economic, regulatory or other conditions.

(PPL and PPL Energy Supply)

PPL Energy Supply includes the elfect ofcredit risk on its fair value measurements to reflect the probability that a
counterparty will default when contracts are out ofthe money (from the counterparty's standpoint). In this case, PPL Energy
Supply would have to sell into a lower-priced market or purchase in a higher-priced market. When necessary, PPL Energy
Supply records an allowance for doubtful 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 revenues" on the Balance Sheets.

(PPL and PPL Electric)

In 2013, the PUC approved PPL Elcctric's PLR procurement plan for the period ofJune 2013 through May 2015. To date,
PPL Electric has conducted all of its planned competitive solicitations. In 2014, PPL Electric filed a request with the PUC
for approval ofPPL Elcctric's PLR procurement plan for the period ofJune 2015 through May 2017, which was approved in
January 2015.

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, 2014, mostof 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. Asmall portion of bidders were required to post an insignificant amount ofcollateral under the Agreement.
There is no instance under the Agreement in which PPL Electric is required to post collateral to its suppliers.

See Notes 13, 14, 16 and 17 to the Financial Statements for additional information on the competitive solicitation process, the
Agreement, credit concentration and credit risk.

Foreign Currency Translation (PPL)

The value of the British pound sterling fluctuates in relation to the U.S. dollar. In 2014, changes in this exchange rate
resulted ina foreign currency translation loss of $290million, which primarily reflected a $680 million decrease to PP&E
and goodwill offset by a decrease of$390 million to net liabilities. In 2013, changes in this exchange rate resulted in a
foreign currency translation gain of$150 million, which primarily reflected a $330 million increase to PP&E and goodwill
offset by an increase of$180 million to net liabilities. 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. The impactof foreign currency translation is recorded in AOCI.

(All Registrants) '

Related Party Transactions

The Registrants are not aware ofany material ownership interests oroperating responsibility by senior management in
outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with the
Registrants. See Note 14 to the Financial Statements for additional information on related party transactions for PPL Energy
Supply, PPL Electric, LKE, LG&E and KU.
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Acquisitions, Development and Divestitures

The Regisiranis from lime lo lime evaluate opportunities for potential acquisitions, divestitures and dcvclopmeni projects.
Development projects are reexamincd based on market conditions and other factors to determine whether to proceed with ihe
projects, sell, cancel orexpand them, execute tolling agreements orpursue other options. Sec Note 8 to the Financial
Statements for information on significant activities.

(PPL and PPL Energy Supply)

Sec Note 8to the Financial Statements for information on the anticipated spinoff of PPL Energy Supply and the completed
Montana hydro sale.

Environmental Matters

(All Regisiranis except PPL Electric)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Energy Supply's, LKE's,
LG&E s and KU sair emissions, water discharges and the management ofhazardous and solid waste, as well as other aspects
ofthe Registrants' businesses. The cost ofcompliance oralleged non-compliance cannot be predicted with certainty but
could be material. In addition, costs may increase significantly if the requirements orscope ofenvironmental laws or
regulations, or similar rules, are expanded or changed. Costs may take the form ofincreased capital expenditures or
operating and maintenance expenses, monetary fines, penalties orother restrictions. Many ofthese environmental law
considerations are also applicable to the operations ofkey suppliers, orcustomers, such as coal producers and industrial
power users, and may impact the cost for their products or their demand for the Registrants' services.

The following is a discussion of ihe more significant environmental matters. See Note 13 to the Financial Statements and
Item I. Business - Environmental Matters" for additional information on environmental matters.

Climate Change

Physical elfects associated with climate change could include the impact ofchanges in weather paltcrns, such as storm
frequency and intensity, and the resultant potential damage, as applicable, to the Registrants' generation assets, electricity
transmission and delivery systems, as well as impacts on the Registrants' customers. In addition, changed weather patterns
could potentially reduce annual rainfall in areas where PPL, PPL Energy Supply, LKE, LG&E and KU have hydroelectric
generating facilities or where river water is used to cool their fossil and nuclear (as applicable) powered generators. The
Registrants cannot currently predict whether their businesses will experience these potential risks orestimate the cost of their
related consequences.

in June 2013, President Obama released his Climate Action Plan which reiterates the goal ofreducing GHG emissions in the
U.S. through such actions as regulating power plant emissions, promoting increased use ofrcnewables and clean energy
technology, and establishing more restrictive energy efficiency standards. Additionally, the Climate Action Plan calls for the
U.S. to prepare for the impacts ofclimate change. Requirements related to this could affect the Registrants and others in the
industry as modifications may be needed to electricity delivery systems to improve the ability to withstand major storms in
order to meet those requirements. As further described below, the EPA has proposed rules pursuant to this directive, which it
expects to finalize in the second or third quarter of2015. The EPA has also announced thai it will be developing a federal
implementation plan which would apply to any states that fail to submit an acceptable state implementation plan. The
Administration's increase in its estimate of the "social costof carbon" (which is used to calculate benefits associated with
proposed regulations) from $23.80 to $38 f>er metric ton for 2015 may also lead to more costly regulatory requirements.

In January 2014, the EPA issued a revised proposal to regulate carbon dioxide emissions from new power plants. The
proposed limits for coal-fired plants can only be achieved through carbon capture and sequestration, a technology that is not
presently commercially viable and, therefore, effectively preclude the construction of new coal-fired plants. The proposed
standards for new gas-fired plants may also not be continuously achievable. The preclusion ofnew coal-fired plants and the
compliance difficulties posed for new gas-fired plants could have a significant industry-wide impact.

The EPA has also issued a proposed regulation addressing carbon dioxide emissions from existing power plants. The
existing plant proposal contains stringent, state-specific rate-based reduction goals to be achieved in two phases (2020-2029
and 2030 and beyond). The regulation ofcarbon dioxide emissions from existing plants could have asignificant industry
wide impact depending on the structure and stringency of the final rule and state implementation plans.
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Waters of the United Siaics

On April 21, 2014, the EPA and the U.S. Army Corps ofEngineers published a proposed rule that could greatly expand the
Clean Water Act definition ofWaters ofthe United States. Ifthe definition is expanded as proposed, permits and other
regulatory requirements may be imposed for many matters presently not covered (including vegetation management for
transmission lines and activities affecting storm water conveyances and wetlands), the implications of which could be
significant. The EPA plans to make certain changes to the proposed regulation based oncomments received. The U.S.
House and Senate are considering legislation to block this regulation. Until a final rule is issued, the Registrants cannot
predict theoutcomeof the pending rulcmaking.

Coal Combustion Residuals (CCRs)
In June 2010, the EPA proposed two approaches to regulating the disposal and management ofCCRs (as either hazardous or
non-hazardous) under the RCRA. On December 19, 2014, the EPA issued its pre-publication version ofthe rule regulating
coal combustion residuals (CCRs), imposing extensive new requirements, including location restrictions, design and
operating standards, groundwater monitoring and corrective action requirements and closure and post-closure care
requirements on CCR impoundments and landfills that are located onactive power plants and are not closed. Under the rule,
the EPA will regulate CCRs as non-hazardous under Subtitle D of RCRA and allow beneficial use of CCRs with some
restrictions. The CCR rule will become effective six months after publication in the Federal Register with publication
expected in early 2015. PPL expects that its plants using surface impoundments for management and disposal ofCCRs or
the past management ofCCRs and continued use to manage waste waters will be most impacted by this rule. The rule's
specific closure requirements for CCR impoundments and landfills may require increases to AROs for these facilities at the
Registrants'coal-fired plants.

PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict how this rule will impact their facilities, but the financial and
operational impact could be significant.

Effluent Limitation Guidelines (ELGs)
In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewater permits. The proposed limitations arc based on the EPA review ofavailable treatment technologies and their
capacity for reducing pollutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well asnew limits for scrubber wastewater and landfill leachate. The EPA's proposed ELG regulations also
contain some requirements that would affect the inspection and operation ofCCR facilities, if finalized asproposed. The
proposal contains several alternative approaches, some of which could significantly impact PPL's, PPL Energy Supply's,
LKE's, LG&E's and KU's coal-fired plants. The final regulation isexpected to be issued by the third or fourth quarter of
2015. At the present time, PPL, PPL Energy Supply, LKE, LG&E and KU arc unable to predict the outcome of this matter or
estimate a range of reasonably possible costs, but the costs could besignificant. Pending finalization of the ELGs, certain
states (including Pennsylvania and Kentucky) and environmental groups are proposing more stringent technology-based
limits in permit renewals. Depending on the final limits imposed, the costs ofcompliance could vary significantly from the
current capital expenditures projections asdiscussed in "Capital Expenditures" above and costs could be imposed ahead of
federal timelines.

Clean Water Act 316(b)

The EPA's final 316(b) rule for existing facilities became effective onOctober 14, 2014, and regulates cooling water intake
structures and their impact on aquatic organisms. States areallowed considerable authority to interpret the rule. The rule
requires existing facilities to choose between several options to reduce the impact to aquatic organisms that become trapped
against water intake screens (impingement) and to determine the intake structure's impact on aquatic organisms pulled
through a plant's cooling water system (entrainment). Plants already equipped with closed-cycle cooling, an acceptable
option, would likely not incur substantial costs. Once-through systems would likely require additional technology to comply
with the rule. Mill Creek Unit I and Brunncr Island (all units) are the only units expected to be impacted. PPL, PPL Energy
Supply, LKE, LG&E and KU are evaluating compliance strategies but do not presently expect the compliance costs to be
material.
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MATS

In February 2012, the EPA finalized the MATS rule requiring fossil-fuel fired plants to reduce emissions of mercury and
other hazardous air pollutants by April 16, 2015. The rule was challenged by industry groups and stales, and was upheld by
the D.C. Circuit Court in April 2014. On November 25, 2014, the U.S. Supreme Court granted apetition for review of the
rule. The rule provides for a three-year compliance deadline with the potential for aone-year extension as provided under the
statute. LG&E, KU and PPL Energy Supply have received compliance extensions for certain plants. PPL, PPL Energy
Supply, LKE, LG&E and KU are generally well-positioned to comply with MATS, primarily due to recent investments in
environmental controls at PPL Energy Supply and approved ECR plans to install additional controls atsome of LG&E's and
KU's Kentucky plants.

With respect to PPL Energy Supply's Pennsylvania plants, PPL Energy Supply believes that installation ofchemical additive
systems and other controls may be necessary at certain coal-fired plants, the capital cost ofwhich is not expected to be
significant. PPL Energy Supply continues to analyze the potential impact of MATS on operating costs. PPL Energy Supply
is retrofitting the scrubbers at its Colstrip, Montana plant, the cost of which is not expected to be significant. PPL Energy
Supply will suspend operations at the Coretle plant by April 2015 and the plant is expected to be retired in August 2015 due
to expected market conditions and costs to comply with the MATS requirements. The Coretle plant asset group was
determined to be impaired in December 201.^. See "Application of Critical Accounting Policies -Asset Impairment
(Excluding Investments)" for additional information.

LG&E's and KU's anticipated retirements ofgenerating units at the Cane Run and Green River plants in 2015 and 2016 arc in
response to MATS and other environmental regulations. The retirement ofthese units is not expected to have a material
impact on the financial condition or results of operations of PPL, LKE, LG&E or KU.

CSAPR

The EPA's CSAPR addresses the interstate transport of fine particulates and ozone. In accordance with an October 2014 U.S.
Court of Appeals decision, CSAPR establishes interstate allowance trading programs for sulfur dioxide and nitrogen oxide
emissions from fossil-fueled plants in two phases: Phase I in 2015 and Phase 2 in 2017. Sulfur dioxide emissions are
subject to an annual trading program and nitrogen oxide emissions are subject to annual and ozone season programs. Oral
arguments pertaining tooutstanding challenges to the EPA's CSAPR will be heard before the D.C. Circuit Court on
February 25, 2015.

Although PPL, PPL Energy Supply, LKE, LG&E and KU do not anticipate incurring significant costs to comply with these
programs, changes in market or operating conditions could result in impacts that are higher than anticipated.

Regional Haze

Under the EPA's regional haze programs (developed to eliminate man-made visibility degradation by 2064), states arc
required to make reasonable progress every decade through the application, among other things, ofBest Available Retrofit
Technology (BART) on power plants commissioned between 1962 and 1977. To date, the focus of regional haze regulation
has been on the western U.S. As for the eastern U.S., the EPA determined that region-wide reductions under the CSAPR
trading program could, in most instances, be utilized under state programs to satisfy BART requirements for sulfur dioxide
and nitrogen oxides. However, the EPA s determination is being challenged by environmental groups and others.

LG&Es Mill Creek Units 3and 4arc required to reduce sulfuric acid mist emissions because they were determined to have a
regional haze impact. These reductions arc required in the regional haze state implementation plan that the Kentucky
Division for Air Quality submitted to the EPA. LG&E is currently installing sorbent injection technology to comply with
these reductions, the costs of which are not expected to be significant.

In Montana, the EPA finalized a Federal Implementation Plan (PIP) of the Regional Haze Rules in September 2012, with
stricter emissions limits for PPL Energy Supply's Colstrip Units I &2based on the installation ofnew controls (no limits or
additional controls were specified for Colstrip Units 3&4), and stricter emission limits for the Corctte plant (which are not
based on additional controls). The cost of the additional controls for Colstrip Units I&2could be significant. PPL Energy
Supply is meeting the stricter permit limits at Corette without any significant changes to operations, although other
requirements have led to the planned suspension ofoperations at Corette beginning in April 2015 (see "MATS" discussion
above). Both PPL and environmental groups have appealed the final FIP to the U.S. Court ofAppeals for the Ninth Circuit
and litigation is ongoing.
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National Ambient Air Quality Standards
In 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As a result, states in the ozone transport
region (OTR), including Pennsylvania, are required by the Clean Air Act to impose additional reductions in nitrogen oxide
emissions based upon reasonably available control technologies. The PADEP is finalizing a rule requiring nitrogen oxide
reductions for fossil-fueled plants. The PADEP is expected to finalize this rule in early 2015. The EPA proposed to further
strengthen the ozone standard in November 2014, which could lead to further nitrogen oxide reductions, particularly for PPL,
PPL Energy Supply, LKE, LG&E, and KU fossil-fueled plants within the OTR. The EPA is under court order to finalize the
standard by October I, 2015. States are also obligated to address interstate transport issues associated with new ozone
standards through the establishment of "good neighbor" state implementation plans for those states that are found to
contribute significantly to another states' non-attainment. The EPA recently sent apolicy memo to state agencies to facilitate
the development ofthese plans, including modeling data showing which states are contributing. The implementation ofsuch
plans could have an impact on the structure and stringency ofCSAPR Phase 2 reductions (discussed above).

In 2010, the EPA finalized a new, more stringent ambient air standard for sulfur dioxide and required states to identify areas
that meet the standard and areas that are in non-attainment". In July 2013, the EPA finalized non-attainment designations
for parts ofthe country, including part ofJefferson County in Kentucky and part ofYellowstone County in Montana.
Attainment is due for both areas by 2018. States are working to finalize designations for other areas and in April 2014, the
EPA proposed timeframes for completing these designations. PPL, PPL Energy Supply, LKE, LG&E and KU anticipate that
some ofthe measures required for compliance with the CSAPR, the MATS, or the Regional Haze Rules (as discussed above),
such as upgraded or new sulfur dioxide scrubbers at certain plants and, in the case ofLG&E and KU, the previously
announced retirement ofcoal-fired generating units at the Cane Run, Green River and Tyrone plants, will help to achieve
compliance with the new sulfur dioxide standard. Ifadditional reductions were to be required, the financial impact could be
significant. The short-term impact on the Corettc plant from the EPA's final designation ofpart ofYellowstone County in
Montana as non-attainment is not expected to be significant, as the plant's operations will be suspended by April 2015 and the
plant isexpected to be retired in August 2015. In addition, MDEQ recently submitted a request to the EPA for a
determination that this area is in attainment. If the EPA agrees with this request, then the deadlines associated with non-
attainment would be suspended.

In December 2012, the EPA finalized a new, more stringent, annual National Ambient Air Quality Standard for fine
particulates. The rules were challenged by the D.C. Circuit Court and upheld in May 2014. Final designations for the 2012
particulate standard were published in January 2015 identifying non-attainment areas in Pennsylvania and Kentucky. PPL
Energy Supply plants in Pennsylvania arc not expected to be required to make further reductions towards achieving
attainment. In Kentucky, mitigation in Jefferson County is expected to be supported by projects already underway at Cane
Run and Mill Creek and in Northern Kentucky by projects at Ghent and Trimble County. States have until 2021 to achieve
attainment in non-attainment areas.

{AH Registrants)

Competition

See "Competition" under each ofPPL's rcportable segments in "Item I. Business - General - Segment Information" and "Item
IA. Risk Factors" for a discu.ssion of competitive factors affecting the Registrants.

New Accounting Guidance

See Notes I and 22 to the Financial Statements for adiscussion ofnew accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies

Financial condition and results ofoperations are impacted by the methods, assumptions and estimates used in the application
ofcritical accounting policies. The following accounting policies are particularly important to an understanding ofthe
reported financial condition or results ofoperations, and require management to make estimates orother judgments of
matters that are inherently uncertain. Changes in the estimates orother judgtiients 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 with PPL's Audit Committee these
critical accounting policies, the following disclosures regarding their application and the estimates and assumptions regarding
them.
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Price Risk Management (All Regisirants except PPL Electric)

See Price Risk Managcmcnl" in Noic I to (he Financial Statements, as well as "Risk Management" above.

Defined Benefits

(All Registrants)

Certain of the Registrants' subsidiaries sponsor or participate in, as applicable, various qualined funded and non-qualiHed
unfunded defined benefit pension plans and both funded and unfunded other postretiremcnt benefit plans. These plans are
applicable to the majority of the Registrants' employees (based on eligibility for their applicable plans). The Registrants and
certain of their subsidiaries record an asset or liability to recognize the funded status of all defined benefit plans with an
offsetting entry to AOCI or in the case ofPPL Electric, LG&E and KU, regulatory assets and liabilities for amounts that arc
expected to be recovered through regulated customer rates. Consequently, the funded status of all defined benefit plans is
fully recognized on the Balance Sheets. See Note 11 to the Financial Statements for additional information about the plans
and the accounting for defined benefits.

Asummary of plan sponsors by Registrant and whether aRegistrant or its subsidiaries sponsor (S) or participate in and
receives allocations (P) from those plans is shown in the table below.

PPL Kncrg)-Plan Sponsor PPL Supply PPL Electric LKE LG&E KtJ

PPL Services S P p
WPD (a) S
PPL Momana S
LKE s
LG&E 1 ^

(a) Docs noi sponsor or panicipaic inother posirctircnieni benefits plans.

Management makes 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 aguiding principle. Annual net periodic defined benefit costs arc recorded in current earnings based on
estimated results. Any differences between actual and estimated results arc recorded in AOCI, or in the case of PPL Electric,
LG&E and KU, regulatory assets and liabilities, for amounts that are expected to be recovered through regulated customer
rates. These amounts in AOCI or regulatory assets and liabilities are amortized to income over future periods. The delayed
recognition allows for asmoothed recognition of costs over the working lives of the employees who benefit under the plans.
The primary assumptions arc:

• Discount Rale -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, il invested at the measurement date in aportfolio 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 ofreturn on plan assets that will be earned over
the life of the plan. These projected returns reduce the net benefit costs the Registrants record currently.

• Rate of Compensation Increase -Management projects employees' annual pay increases, which are used to project
employees' pension benefits at reiirement.

• Health Care Cost Trend Rate - Management projects the expected increases in the cost of health care.

In addition to the economic assumptions above that are evaluated annually. Management must also make assumptions
regarding the life expectancy ofemployees covered under their defined benefit pension and other postretiremcnt benefit
plans. At December 31, 2014, the plan sponsors adopted the new mortality tables issued by the Society of Actuaries in
October 2014 (RP-2014 base tables) for all U.S. defined benefit pension and other posiretirement benefit plans. In addition,
plan sponsors updated the basis for estimating projected mortality improvements and selected the IRS BB-2D two-
dimensional improvement scale on agenerational basis for all U.S. defined benefit pension and other postretiremcnt benefit
plans. These new mortality assumptions reflect the recognition ofboth improved life expectancies and the expectation of
continuing improvements in life expectancies. The use ofthe new base tables and improvement scale resulted in an increase
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to U.S. defined benefit pension and other postretircment benefit obligations, an increase to future expense and a decrease to
funded status.

For the year ended December 31, 2014, PPL's U.S. defined benefit pension and other postretircment benefit plans incurred
actuarial losses of$621 million primarily due to the decrease in discount rales and updated mortality assumptions partially
offset by asset gains in excess of assumed rates of return.

(PPL)

In selecting the discount rate for its U.K. pension plans, WPD starts with a cash flow analysis of the expected benefit
payment stream for its plans. These plan-specific cash flows are matched against a spot-rate yield curve todetermine the
assumed discount rate, which uses an iBoxx British pounds sterling denominated corporate bond index as its base. From this
base, those bonds with the lowest and highest yields areeliminated todevelop an appropriate subset of bonds. An individual
bond matching approach, which is used for the U.S. pension plans as discussed below, is not used for the U.K. pension plans
because the universe ofbonds in the U.K. is not deep enough to adequately support such an approach.

(All Registrants)

In selecting the discount rates for U.S. defined benefit plans, the plan sponsors start with a cash flow analysis ofthe 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 ofbonds. Individual bonds are then selected based on the liming ofeach plan's
cash flows and parameters arc established as to the percentage ofeach individual bond issue that could be hypothetically
purchased and the surplus reinvestment rales to be assumed.

To determine the expected return on plan assets, plan sponsors project the long-term rales of return on plan assets using a
best-estimate ofexpected returns, volatilities and correlations for each asset class. Each plan's specific current and expected
asset allocations are also considered in developing a reasonable return assumption.

Inselecting a rate of compensation increase, plan sponsors consider past experience in light of movements in inflation rates.

The following table provides the weighted-average assumptions used for discount rate, expected return on plan assets and
rate of compensation increase at December 31.

Assumplion/ Rcgislrunt 2014 2013
Discouni rale

Pension • PPL(U.S.) 4.25% 5.12%
Pension-PPL (U.K.) 38595, 44,95,
Pension - PPLEnergy Supply 4.28% 5.18%
Pension-LKE 4.25% 5.18%
Pension - LG&E 4.20% 5.13%
Other Posireiircment - PPL 4.08% 4 91%
OtherPostretircment - PPLEnergy Supply 3.81% 4.51%
OtherPostretircment - LKE 4.06% 4 91%

Expeaed return an plan assets
Pension - PPL(U.S.) 7 00% 7.00%
Pension - PPL(U.K.) 7 ,995, 7 ,9%
Pension - PPLEnergy Supply 7,00% 7.00%
Pension - LKE 7.00% 7.00%
Pension - LG&E 7.00% 7.00%
Other PosirctirenKnt - PPL 6.06% 5 96%
OtherPosiretiremcni - LKE 6.85% 6 75%

Rate ofcompensation increase
Pension - PPL(U.S.) 3.92% 3.97%
Pension - PPL (U.K.) 400% 4!o0%
Pension-PPL EnergySupply 4.03% 3.94%
Pension-LKE 3 50% 4.00%
OtherPostretircment - PPL 3.86% 3.96%
Other Postretircment - PPLEnergy Supply 4.03% 3.94%
Other Posirclircmcni - LKE 3.50% 4.00%
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In selecting health care cost trend rates, plan sponsors consider past performance and forecasts of health carecosts. At
December 31, 2014, the health care cost trend rates for all plans were 7.2% for 2015, gradually declining to an ultimate trend
rate of 5.0% in 2020.

A variance in the assumptions listed above could have a significant impact onaccrued defined benefit liabilities or assets,
reported annual net periodic defined benefit costs and AOCI or regulatory assets and liabilities. At December 31, 2014, the
defined benefit plans were recorded in the Registrants' financial statements as follows.

Balance Shcci:

Regulatory assei.s/liabiliiics
Pension liabilities

Other postrciiremeni
benefit liabilities

AOCI (pre-tax)

Statement of Income:

Defined benefits costs
Increase (decrease) from

prior year

PFL

704

1.766

242

(3.].')3)

(81)

PPL Energy
Supply

299

44

(496)

42

(9)

PPL Electric

372

212

40

14

(7)

LKE

332

307

152

73

24

(16)

LG&E

215

57

85

9

(9)

KU

117

59

52

5

(6)

The following tables reflect changes in certain assumptions based on the Registrants' primary defined benefit plans. The
tables reflect cither an increase ordecrease 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 AOCi orregulatory assets and liabilities 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.

Actuarial u.s.sumption

Discount Rale

Expected Rctum on Plan Assets
Rate of Compensation Increase
Health Care Cost Trend Rate (a)

(a) Only impacts other postrctirement benents.

Actuarial u.s.suiiiplion
PPL

Discount rate

Expected return on plan assets
Rate of compensation increase
Health care cost trend rate (a)

PPL Energy Supply
Discount rate

lixpecied return on plan asscis
Rate of compensation increase

PPL Electric

Discount rate

Expected rctum on plan assets
Rate of compensation increase

LKE

Discount rates

Expected return on plan assets
Rate of compensation increase
Health care cost trend rate (a)
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Liabilities

548

n/a

76

5

64

n/a

9

50

n/a

7

106

63

n/a

n

4

Increase (Decrea.sc)
Regulatory

A.sseLs/l^iuhilitics

S 89

n/a

12

4

AOCI (pre-tax)

S (459)
n/a

(64)

(1)

(64)
n/a

(9)

(24)
n/a

(6)

(1)

n/a

50

n/a

7

39

n/a

5

4

(0.25%)
(0.25%)

0,25%

1%

Defined BcneHt

Costs

S 36

29

13

1
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LG&E

Discount rates

Expected return on plan assets
Rate of eompcnsation increase
Health care cost trend rale (a)

KU

Denned BcncHl

Liabilities

21

n/a

2

I

Discount rates

Expected return on plan assets
Rate of compensation increase
Health care cost trend rate (a)

(a) Only impacts other postretiremenl benefits.

Asset Impairment (Excluding Investments)

(All Registrants except PPL Electric)

Impairmentanalyses 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'scarryingamount 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 losscombined witha historyof losses or a forecast thatdemonstrates 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, 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 the assets, the forward prices for revenue and fuel components in the
markets where the assets are utilized, the amount of capital and operations and maintenance spending and management's
intended use of 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 tnost 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 an 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 materially different results than
those identified and recorded in the financial statements.

(PPL and PPL Energy Supply)

In September 2012, PPL Energy Supply announced its intention, beginning in April 2015, to place the Corettc 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. PPL Energy Supply had been monitoring the plant for potential impairment since
this announcement and until the fourth quarter of 2013, no impairment was indicated as various price scenarios allowed for
recovery of the asset. During the fourth quarter of 2013, in connection with the completion of its annual business planning
process, management updated its fundamental view for long-term power and gas prices. Based upon this fundamental view,
management altered its expectations regarding the probability that the Corette plant would operate subsequent to its initially
being placed in long-term reserve status. As a result, based on an undiscounted cash flow analysis, the carrying amount for
Corette was determined to no longer be recoverable. PPL Energy Supply performed an internal analysis using an income
approach based on discounted cash flows to assess the fair value of the Corette asset group. Assumptions used in the fair

n/a

3

3
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Regulatory
Assets/Liabilities

21

n/a

•)

AOCl (pre-tax)

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

18

n/a

3

3

Denned Benefit

Costs
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value asscssmcni were forward energy prices, expectalions for demand for energy in Corette's markei and expected operation
and maintenance andcapital expenditures that were consistent with assumptions used in the business planning process.
Through thisanalysis, PPL Energy Supply determined the fair value of theasset group to be negligible. This resulted in PPL
and PPL Energy Supplyrecording an impairment charge of $65 million, or S39 million after-tax for the Corette plant and
related excess emission allowances. PPLEnergy Supply now expects to retire theCorette plant in August 2015.

PPL Montana held a joint operating license issued for the Kcrr Dam Project. The license extends until 2035 and, between
2015 and 2025, theConfederated Salish and Kootenai Tribes of the Flalhead Nation (the Tribes) have theoption to purchase,
hold and operate the Kerr Dam Project. The parties submitted the issue of theappropriate amount of theconveyance price to
arbitration in February 2013. in March 2014, thearbitration panel issued its final decision holding that theconveyance price
payable by theTribes to PPLMontana was$18 million. As a result of thedecision, PPL Energy Supply performed a
recovcrabiliiy test on the Kcrr Dam Project. PPL Energy Supply performed an internal analysis using an income approach
based on di.scounted cash flows (a PPL proprietary model) to assess the fair value of the Kerr Dam Project. Assumptions
used in the PPL proprietary model were theconveyance price, forward energy price curves, forecasted generation, and
forecasted operation and maintenance expenditures that were consistent with assumptions used in the business planning
process and a market participant discount rate. Through this analysis, PPL Energy Supply determined the fair value of the
Kerr Dam Project to be$29 million at March 31,2014, resulting in PPL and PPL Energy Supply recording an impairment
charge ol $18 million, or $10 million after-tax. The Kcrr Dam Project was included in thesaleof the Montana Hydroelectric
facilities and the assets were removed from the Balance Sheet.

The depressed levels of energy and capacity prices in PJM, as well as management's forward view of these prices using its
fundamental pricing models, has put pressure on therecoverability assessment of PPL Energy Supply's investment in its
Pennsylvania coal-fired generation assets. In the fourth quarter of 2013, afterupdating its fundamental pricing models in
conjunction with theannual business planning process, management tested the Brunner Island and Momour plants for
impairment and concluded neither plant was impaired asof December 31, 2013. The recoverability assessment is very
sensitive to forward energy andcapacity price assumptions, as well as forecasted operation and maintenance and capital
spending. Therefore, a further decline in forecasted long-term energyor capacitypricesor changes in environmental laws
requiring additional capital or operation and maintenance expenditures, could negatively impact PPL Energy Supply's
operations of these facilities and potentially result in future impairment charges for some or all of thecarrying value of these
plants. There were noevents or changes incircumstances that indicated a recoverability assessment was required to be
pertormed in 2014. The carrying value of the Pennsylvania coal-fired generation assets tested was $2.6 billion as of
December 31, 2014 ($1.4 billion for Brunner Island and $1.2 billion for Montour).

See Note 13 to the Financial Statements for additional information on MATS and otherenvironmental requirements for coal-
fired generation plants.

(All Registrants, except PPL Electric)

Fora long-lived asset classified as held for sale, an impairment exists when thecarrying amount of theasset (disposal group)
exceeds its fair value lesscost to sell. If the asset (disposal group) is impaired, an impairment loss is recorded to adjust the
carrying amount to its lair value less cost to sell. A gain is recognized in future periods for anysubsequent increase in fair
value less cost to sell, but not in excess of the cumulative impairment previously recognized.

Fordetermining fair value, quoted market prices inactive markets are thebest evidence. However, when market prices are
unavailable, PPL, PPL Energy Supply, LKE, LG&E and KU consider all valuation techniques appropriate under the
circumstances and for which market participant inputscan be obtained. Generally discounted cash flows arc used to estimate
fair value, which incorporates market participant inputs when available. Discounted cash flows arccalculated byestimating
future cash flow streams anddetermining the present value of thecash (low streams using risk adjusted discount rates.

Goodwill is tested for impairment at the reporting unit level. PPL has determined its reporting units to be at the same level as
its rcportable segments. PPL Energy Supply, LKE, LG&E and KU eachoperate within a single reporiabic segment and
single reporting unit. A goodwill impairment test is performed annually or more frequently if events or changes in
circumstances indicate that thecarrying amount of the reporting unit may begreater than the reporting 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.
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PPL, PPL Energy Supply, LKE, LG&E and KU may elect either to initially make a qualitative evaluation about the
likelihood ofan impairment ofgoodwill orto bypass the qualitative evaluation and test goodwill for impairment using a two-
stepquantitative test. If thequalitative evaluation (referred to as "stepzero") is elected and theassessment results ina
determination that it is not more likely than not that the fair value ofa reporting unit is less than the carrying amount, the
two-step quantitative impairment test is not necessary.

When the two-step quantitative impairment lest is elected or required as a result ofthe step zero assessment, in step one, PPL,
PPL Energy Supply, LKE, LG&E and KU determine whether a potential impairment exists by comparing the estimated fair
value of a reporting unit with itscarrying amount, including goodwill, on the measurement date. If theestimated 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, ifany.

The second step of the quantitative test requires acalculation ofthe implied fair value ofgoodwill, which isdetermined in the
same manner as the amount ofgoodwill in a business combination. That is, the estimated fair value ofa reporting unit is
allocated to all ofthe assets and liabilities of that reporting unit as if the reporting unit had been acquired in a business
combination and the estimated fair value ofthe reporting unit was the price paid to acquire the reporting unit. The excess of
the estimated fair value ofa reporting unit over the amounts assigned to its assets and liabilities is the implied fair value of
goodwill. The implied fair value ofthe reporting unit's goodwill is then compared with the carrying amount ofthat goodwill.
Ifthe 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.

PPL (for its U.K. Regulated and Kentucky Regulated segments), and individually, LKE, LG&E and KU elected to perform
thequalitative step zeroevaluation of goodwill in the fourth quarter of 2014. These evaluations considered theexcess of fair
value over the carrying value ofeach reporting unit that was calculated during step one ofthe quantitative impairment tests
performed in the fourth quarter of 2012, and therelevant events andcircumstances that occurred since those tests were
performed including;

• current year financial performance versus the prior year,
• changes in planned capital expenditures,
• the consistency of forecasted free cash flows,
• earnings quality and sustainability,
• changes in market participant discount rates,
• changes in long-term growth rates,
• changes in PPL's market capitalization, and
• the overall economic and regulatory environments in which these regulated entities operate.

Based on the overall favorable results of these evaluations, management did not conclude it was more likely than not that the
fair value ol the.se reporting units were less than their carrying values. As such, the two-step quantitative impairment test was
not performed.

PPL (lor its Supply segment) and PPL Energy Supply elected to bypass step zero. Therefore, the goodwill for ihc.se reporting
units was tested for impairment using the quantitative test in the fourth quarter of2014, and no impairment was recognized.
Management used both discounted cash flows and market multiples, which required significant assumptions, to estimate the
fair value ol the reporting units. Adecrease in the forecasted cash flows of 10%, an increase in the discount rate by 0.25%,
or a 10% decrease in the market multiples would not have resulted in an impairment ofgoodwill for these reporting units.

Loss Accruals (AllRegistrants)

Losses are accrued lor the estimated impacts ofvarious conditions, situations orcircumstances involving uncertain or
contingent luture outcomes. For loss contingencies, the loss must beaccrued 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 defines "probable" as cases in which "the future event or events are likely to
occur. The accrual ofcontingencies 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.
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The accounting aspects of estimated loss accruals include (I) the initial identification and recording of the loss, (2) the
determination oftriggering 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 consulted, as necessary, to help estimate the probability that a loss
has been incurred and theamount (or range) of the loss.

For PPL, see Note 6 to the Financial Statements for adiscussion of the Ofgem Review of Line Loss Calculation, including
the $65 million increase to this liability recorded in 2014. ' "

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 aloss has been incurred. Accounting guidance defines
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 arc identified, where
applicable. The triggering events generally occur when new information becomes known, the contingency has been resolved
and the actual loss is settled or written off, or when the risk of loss has diminished or been eliminated. The following arc
some of the triggering events that provide for the adjustment ofcertain recorded loss accruals:

• Allowances for uncollectible accounts are reduced when accounts are written off after prescribed collection procedures
have been exhausted, abetter 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 ofthe loss is determined orthe loss is no longer considered probable.

• Actions or decisions by certain regulators could result in a better estimate ofa previously recorded loss accrual.

Loss accruals are reviewed on a regular basis to assure that the recorded potential loss exposures arc appropriate. This
involves ongoing communication and analyses with internal and external legal counsel, engineers, business unit management
and other parties.

See Notes 6and 13 to the Financial Statements for disclosure ofloss contingencies accrued and other potential loss
contingencies that have not met the criteria for accrual.

Asset Retirement Obligations

(All Regisiranis except PPL Electric)

ARO liabilities are required to be recognized for legal obligations associated with the retirement oflong-lived assets. The
initial obligation is measured at its estimated lair value. An ARO must be recognized when incurred ifthe fair value ofthe
ARO can be reasonably estimated. An equivalent amount is recorded as an increase in the value ofthe capitalized asset and
amortized to expense over the useful life of the asset. Until the obligation is settled, the liability is increased, through the
recognition ofaccretion expense in the statement ofincome, for changes in the obligation due to the passage oftime.

(PPL, LKE, LG&EandKU)

In the case ofLG&E and KU, because costs of removal are collected in rates, the depreciation and accretion expenses related
to an ARO are recorded as a regulatory asset, such that there is no earnings impact.

(AH Registrants except PPL Electric)

See Note 19 to the Financial Statements for additional informationon AROs.

In determining AROs, management must make significant judgments and estimates tocalculate fair value. Fair value is
developed using an expected present value technique based on assumptions ofmarket 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 ofthe ARO and the related capitalized asset, are reviewed
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periodically lo ensure thai any material changes arc incorporated into the latest estimate of the ARO. Any change to the
capitalized asset, positive or negative, is generally amortized over the remaining life of the associated long-lived asset.

At December 31, 2014, the total recorded balances and information on the most signillcant recorded AROs were as follows.

o

O

PPL

PPL Energ)' Supply
LKE

LC&E

KU

Total

ARO

Recorded

761

425

285

74

21 I

Anwunt

Recorded

587

369

218

46

172

Most Significam ARO.s

% of Total

77

87

76

62

82

Description

Nucleardecommissioning, ash ponds,
landfillsand naturalgas mains

Nuclear decommissioning
Ash ponds, landfills and natural gas mains
Ash ponds, landfillsand naturalgas mains

Ash ponds and landfills

The most signiHcant assumptions surrounding AROs are the forecasted retirement costs (including the settlement dates and
the liming of cash flows), the di.scount rates and the inflation rates. At December 31, 2014, a 10% change to retirement cost,
a0.25% decrease in the discount rate or a0.25% increase in the inflation rate would not have asignificant impact on the
ARO liabilities of the Registrants. For PPL and PPL Energy Supply, there would be no significant change to the annual
depreciation c.xpense of the ARO asset or the annual accretion expense of the ARO liability as aresult of these changes in
assumptions. As noted above, these factors do not impact the Statements of Income of LKE, LG&E and KU.

Income Taxes (All Registrants)

Significant management judgment is required in developing the provision for income taxes, primarily due to the uncertainty
related to tax positions taken orexpected to be taken in tax returns, valuation allowances on deferred tax assets and whether
the undistributed earnings of WPD areconsidered indefinitely reinvested.

Significant management Judgment is required to determine the amount ofbenefit recognized related to an uncertain lax
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 a50% 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 lacts surrounding the tax position. The second step requires an entity to recognize in the
financial statements the benefit ofa tax position that meets the morc-likely-than-not recognition criterion. The benefit
recognized is measured at the largest amount ofbenefit that has a likelihood ofrealization, upon settlement, that exceeds
50%. Management considers a number offactors in assessing the benefit to be recognized, including negotiation ofa
settlement.

On aquarterly basis, uncertain tax positions are reassessed by considering information known as of the reporting date. Based
on management s assessment ol 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 ofa previously
recognized lax position may be rcmeasured. The amounts ultimately paid upon resolution ofissues raised by taxing
authorities may differ materially from the amounts accrued and may materially impact the financial statements in the future.

At December 31, 2014, it was reasonably possible that during the next 12 months the total amount ofunrecognized tax
benefits could increase ordecrease by as much as the following.

I'I'l.

PPL EncrRy Supply

Incrcusc Decrua.sc

20

15

These potential changes could result from subsequent recognition, derccognition and/or changes in the measurement of
uncertain tax positions related to the timing and utilization ol tax credits and the related impact on alternative minimum tax
and other credits, the timing and/or valuation ofcertain 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. In addition, for PPL, this change
could also relate to the creditability offoreign taxes and the timing and utilization offoreign tax credits. For PPL Electric,
LKE, LG&E and KU, no significant changes in unrecognized tax benefits are projected over the next 12 months.
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The balance shed 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 arc initially recorded and reevaluaied each reporting period by assessing the likelihood of the ultimate
realization of adeferred tax asset. Management considers anumber of factors in assessing the realization of adeferred tax
asset, including the reversal of temporary differences, future taxable income and ongoing prudent and feasible 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 financial statements in the future.

See Note 5to the Financial Statements for income tax disclosures, including management's conclusion that the undistributed
earnings ofWPD are considered indefinitely reinvested. Based on this conclusion, PPL Global docs not record U.S. income
taxes on WPD's undistributed earnings.

Regulatory Assets and Liabilities

(PPL)

WPD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. WPD's electricity
distribution revenues are set every five years (changing to every eight years beginning on April 1, 2015) through price
controls that arc not directly based on cost recovery. Therefore. WPD is not subject to accounting for the effects of certain
types ol regulation as prescribed by GAAP and does not record regulatory assets and liabilities.

(All Registrants except PPLEnergy Supply)

PPL Electric, LG&E and KU, arc subject to cost-based rate regulation. As aresult, the effects of regulatory actions arc
required to be reflected in the financial 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 arc probable of future recovery in regulated customer rates.
Regulatory liabilities arc recognized for amounts expected to be returned through future regulated customer rates. In certain
cases, regulatory liabilities arc recorded based on an understanding or agreement with the regulator that rates have been set to
recover costs that arc 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
rale 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 ofrecovery. 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, the regulatory asset would be wriiten-off. Additionally, the regulatory agencies can
provide llexibility in the manner and timing ofrecovery ofregulatory assets.

At December 31, 2014, regulatory assets and regulatory liabilities were recorded as reflected in the table below. 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.

PPL

KIcctric LKE LC&E KU

Regulatory as^is S l..'599 S 909 S 690 S 418 S ^72
Regulatory habiimes 1.08.1 94 989 468 .S2I

See Note 6 to the Financial Statements for additional information on regulatory assets and liabilities.
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Revenue Recognition - Unbilled Revenue (PPL Electric. LKE, LG&Eand KU)

Revenues related lo (he sale of energy are recorded when service Is rendered or when energy is delivered to customers.
Because customers are billed on cycles which vary based on the timing of the actual meter reads taken throughout the month
estimates are recorded for unbilled revenues at the end ofeach reporting period. Such unbilled revenue amounts reflect
estimates of the deliveries to customers since the date of the last reading of their meters. The unbilled revenue estimates
rellect consideration of factors including daily load models, estimated usage for each customer class, the effect ofcurrent and
different rate schedules, the meter read schedule, the billing schedule, actual weather data and where applicable, the impact of
weather normalization or other regulatory provisions of rate structures. At December 31, unbilled revenues recorded on the
Balance Sheets were as follows.

2014 2013

PPL Eleciric

LKE

LG&E

KU

113 $ 116
167 180
76 85

91 95

Other Information (All Registrants)

PPLs 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 ofoffering documents and registration statements, and internal
control reviews.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

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

Reference is made lo Risk Management for the Registrants in "Item 7. Combined Management's Discussion and Analysis
of Financial Condition and Results of Operations."
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Report of Independent Registered Public Accounting 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, 2014
and 2013, and the related consolidated statements ofincome, comprehensive income, equity, and cash flows for each ofthe
three years in the period ended December 31, 2014. Our audits also included the Onancial statement schedule listed in the
Index at Item 15(a)(2). These financial statements and schedule are the responsibility of the Company's management. Our
responsibility is toexpress an opinion on these financial slaicmenis and schedule based on ouraudits.

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 misslaiement. 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
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 Corporation and subsidiaries at December 31, 2014 and 2013, and the consolidated results of their operations
and their cash flows for each of the three years in the period ended December 31, 2014, in conformity with U.S. generally
accepted accounting principles. Also, in ouropinion, the related financial statement schedule, when considered in relation to
the basic financial statements taken asa whole, presents fairly in all material respects the information set forth therein.

We also have audited, in accordance with the standards ofthe Public Company Accounting Oversight Board (United States),
PPL Corporation and subsidiaries' internal control over financial reporting as of December 31, 2014, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (2013 framework) and our report dated February 23, 2015, expressed an unqualified opinion thereon.

Philadelphia, Pennsylvania
February 23, 2015
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Report of Independent Registered Public Accounting Firm

The Board ofDirectors and Shareowners of PPL Corporation

We have audited PPL Corporation and subsidiaries' internal conirol over financial reporting as of December 31, 2014, based
on crilena established in Internal Control-integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) (the COSO criteria). PPL Corporation and subsidiaries' management is responsible
for maintaining effective internal control over financial reporting, and for its assessment ofthe effectiveness ofinternal control
over hnancial 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 financial 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 financial reporting was maintained in all material respects. Our audit included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness 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.

Acompany's internal control over financial reporting is a process designed 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. Acompany's internal control over financial reporting includes those policies and procedures
that (I) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reRect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial 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 ofunauthorized acquisition, use, or
disposition of the company s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial 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 ofcompliance with the policies or procedures may deteriorate.

In our opinion, PPL Corporation and subsidiaries maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2014, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United Stales),
the consolidated balance sheets of PPL Corporation and subsidiaries as of December 31, 2014 and 2013, 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, 2014, and our report dated February 23, 2015, expressed an unqualified opinion thereon.

Philadelphia, Pennsylvania
February 23, 2015
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Report of Independent Registered Public Accounting Firm

The Board ofManagers and Sole Member of PPL Energy Supply, LLC

We have audiied ihe accompanying consolidated balance sheets of PPL Energy Supply, LLC and subsidiaries as of
December 31, 2014 and 2013, 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, 2014. These financial statements arc 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 arc free ofmaterial misstatement. We were not engaged to perform an audit ofthe Company's internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as abasis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose ofexpressing 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 atest basis, evidence supporting the amounts and disclosures in the financial statements, assessing Ihe accounting
principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We
believe that ouraudits 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, 2014 and 2013, and the consolidated results of their
operations and their cash flows for each of the three years in the period ended December 31, 2014, in conformity with U.S.
generally accepted accounting principles.

Philadelphia, Pennsylvania
February 23, 2015
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder of PPL Electric Utilities Corporation

We have audited the accompanying consolidated balance sheets of PPL Electric Utilities Corporation and subsidiaries as of
December 31, 2014 and 2013, and the related consolidated statements of income, shareowners' equity, and cash flows for each
ofthe three years in the period ended December 31, 2014. These financial statements are the responsibility ofthe Company's
management. Our responsibility is to express an opinionon these financial statements basedon our audits.

We conducted our audits in accordance with the standards ofthe 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 arc free ofmaterial misstatement. Wc were not engaged to perform an audit of the Company's internal control over
financial reporting. Our audits included consideration ofinternal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose ofexpressing 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 atest 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 audits provide a reasonable basis for ouropinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of PPL Electric Utilities Corporation and subsidiaries at December 31, 2014 and 2013, and the consolidated results of
their operations and their cash flows for each ofthe three years in the period ended December 31, 2014, in conformity with
U.S. generally accepted accounting principles.

Philadelphia, Pennsylvania
February 23, 2015
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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 theaccompanyingconsolidated balancesheets of LG&E and KU Energy LLC and subsidiaries as of December
31, 2014 and 2013, and the related consolidated statements of income, comprehensive income, equity, and cash flows foreach
of the three years in the period ended December 31, 2014. Our audits also included the financial statement schedule listed in
the Index at Item 15(a)(2). These financial statements and schedule arc theresponsibility of theCompany's management. Our
responsibility is to express an opinion on these financial statements and schedule based on our audits.

Weconducted our auditsin accordance withthe standards of the Public Company Accounting Oversight Board(UnitedSlates).
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 werenot engaged to perform an audit of the Company's internal control over
financial reporting. Ouraudits 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, ona test basis, evidence supporting theamounts anddisclosures inthefinancial statements, assessing theaccounting
principles used and significant estimates made by management, and evaluating theoverall 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 all material respects, the consolidated financial
position of LG&E and KU Energy LLC and subsidiaries at December 31, 2014 and 2013, and the consolidated results of their
operations and their cash flows for each of the three years in the period ended December 31, 2014, in conformity with U.S.
generally accepted accounting principles. Also, in our opinion, the related financial statement schedule, when considered in
relation to the basic financial statements taken as a whole, presents fairly in all material respects the information set forth
therein.

Louisville, Kentucky
February 23, 2015
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Report of Independent Registered Public Accountino Firm

The Boardof Directors and Stockholder of Louisville Gas and Electric Company

We have audited theaccompanying balance sheetsof Louisville Gas and Electric Companyas of December 31,2014 and2013,
and the related statements of income, equity and cash flows foreach of the threeyears in the period ended December 31,2014.
These financial statements arc the responsibility of the Company's management. Ourresponsibility is toexpress an opinion on
these financial statements based on our audits.

Weconducted ouraudits inaccordance with thestandards of thePublic Company Accounting Oversight Board (United Slates).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
staiemenls are free of material missiaiement. We were not engaged to perform an audit of the Company's internal control over
financial reporting. Ouraudits 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, ona test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, andevaluating theoverall 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 all material respects, the financial position of
Louisville Gas and Electric Companyat December 31, 2014 and 2013, and the results of its operationsand its cash flows for
each of the three years in the period ended December 31, 2014, in conformity with U.S. generally accepted accounting
principles.

o

o

Louisville, Kentucky
February 23, 2015
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Report of Independent Registered Public Accounting Firm

The Board of Direclors and Stockholder of Kentucky Utilities Company

Wc have audited the accompanying balance sheets of Kentucky Utilities Company as of December 31, 2014 and 2013, and the
related statements of income, equity and cash flows for each of the three years in the period ended December 31, 2014. 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 wc 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 includedconsideration 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 theamounts and disclosures in the financial statements, assessing the accounting
principlesused and significant estimates made by management,and evaluating the overall financial statement presentation. Wc
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 financial position of
Kentucky Utilities Company at December 31, 2014 and 2013, and the results of its operations and its cash flows for each of
the three years in the period ended December 31, 2014, in conformity with U.S. generally accepted accounting principles.

/s/ Ernst & Young LLP

Louisville, Kentucky
February 23, 2015

ppll0-k20l4 Final As Filcd.docx Confideniial 12!



o

(THIS PAGE LEFT BLANK INTENTIONALLY.)

O

o

ppll0-k20l4 Final As RIed.docx Confidendal 122



o

o

o

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars. e.Kcepi .sluiredaui)

2014 2013 2012
Oi>erating Revenues

Utility $ 7,782 $ 7,201 $ 6.808
Unregulalcd wholesale energy 1,808 2,909 3,976
Unregulaied retail energy 1,239 1^023 840
Energy-related businesses 670 588 508
Total Operating Revenues 11,4^ )1,721 12,13^*

Operating Expenses
Operation

Fuel 2,161 1,944 1,837
Energy purchases 1,041 1,967 2,555
Other operation and maintenance 2,803 2,779 2,791
Loss on lease termination (Note 8) 697

Depreciation 1,220 1,142 1,087
Taxes, other than income 374 351 352
Energy-related businesses 628 563 484
Total Operating Expenses 8,227 9.443 9,106

Operating income 3,272 2,278 3,026

Other Income (Expense) - net 118 (23) (39)

Other-Than-Temporary Impairments 2 I 27

Interest Expense i,024 994 951

Income from Continuing Operations Before Income Taxes 2,364 1,260 2,009

IncomcTaxes 781 163 518

Income from Continuing Operations After Income Taxes 1,583 1,097 1,491

Income (Loss) from Discontinued Operations (net of income taxes) 154 34 40

Net Income 1,737 1,131 1,531

Net Income Attributable to Noncontrolling Interests 1 5

Net Income Attributable to PPL Shareowners $ 1,737 $ 1.130 $ 1,526

Amounts Attributable to PPL Shareowners:
Income from Continuing Operations After IncomeTaxes $ 1,583 $ 1,096 $ 1,486
Income (Loss) from Discontinued Operations (net of income taxes) 154 34 40
Net Income $ 1,737 $ 1,130 $ 1,526

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

Basic $ 2.41 $ 1.79 $ 2.55
Diluted $ 2.38 $ 1.71 $ 2.54

Net Income Available to PPL Common Shareowners:
Basic $ 2.64 $ 1.85 $ 2.61
Diluted $ 2.61 $ 1.76 $ 2.60

Dividends Declared Per Share of Common Stock $ 1.49 $ 1.47 $ 1.44

Weighted-Average Shares of Common Stock Outstanding (in thousands)
Basic 653,504 608,983 580,276
Diluted 665,973 663,073 581,626

Theuccompatiying Notesto Financial Slalcmenisare an integral part of thefinancial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions of Dollars)

2014 2013 2012

Net income $ 1,737 $ 1,131 $ 1,531

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

Foreign currency translation adjustments, net of tax of ($8), $4, $2 (275) 138 94

Available-for-sale securities, net of tax of ($39), ($72), ($31) 35 67 29

Qualifying derivatives, net of tax of $23, ($41), ($32) (10) 45 39

Equity investees' other comprehensive income (loss), net of tax of $0, $0, ($1).. 2

Defined benefit plans:
Prior service costs, net of tax of ($4), ($ 1), $0 5 2 1

Net actuarial gain (loss), net of tax of $225, ($73), $343 (509) 71 (965)
Reclassificalions to net income - (gains) losses, net of tax expense (benefit):

Available-for-sale securities, net of tax of $7, $4, $1 (6) (6) (7)
Qualifying derivatives, net of tax of $23, $80, $278 (64) (83) (434)
Defined benefit plans:

Prior service costs, net of tax of ($3), ($4), ($5) 4 6 to

Net actuarial loss, net of lax of ($34), ($49), ($29) 111 135 79

Total other comprehensive income (loss) attributable to PPL Shareowncrs ... (709) 375 (M52)

Comprehensive income (loss) 1,028 1,506 379

Comprehensive income attributable to noncontrolling interests 1 5

Comprehensive income (loss) attributable to PPL Shareowners $ 1,028 $ 1,505 $; 374

The accomininyin}' Notes to Finuncuil Slalemenis are an integral part of thefinancial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions ofDollars)

2014 2013 2012

$ 1,737 $ 1.131 $ 1.531

1,237 1.161 l.lOO
228 222 186

90 176 166

640 72 424

(175) 236 27

(246)
426

65 45 (90)
64 51 49

57 49 31

(83) (165) 7

(4) 25 (29)
90 27 (19)

(134) (27) (18)
(17) (81) (34)
158 20 24

(114) (4)
80 (35) 55

(419) (563) (607)
12 7 (33)
23 194 (2)

3,403 2.857 2.764

(4,090) (4.212) (3.105)
(95) (95) (71)
900

(84)
(170) (159) (154)
154 144 139

164 4 4

(120)
(89) (20) 96

17 43 52

(3J29) (4.295) (3.123)

296 2.038 1.223

(546) (747) (108)
(74)

1,074 1.411 72

(967) (878) (833)
(250)

(22) (49) (17)
(22) (82) (94)
777 49 74

(7) (37) (19)
583 1.631 48

(8) 8 10

649 201 (301)
1,102 901 1.202

$ 1,751 $ 1.102 $ 901

Cash Flows from Operating Activities
Net income

Adjusimcnts to reconcile net income to net cash provided by (used in) operating activities
Depreciation
Amortization

Defined benefit plans - expense
Deferred income taxes and investment tax credits

Unrealized (gains) losses on derivatives, and other hedging activities
Pre-tax gain from the sale of the Montana hydroelectric generation business (Note 8)
Loss on lease termination (Note 8)
Adjustment to WPD line loss accrual
Stock compensation expense
Other

Change in current assets and current liabilities
Accounts receivable

Accounts payable
Unbilled revenues

Fuel, materials and supplies
Counterparty collateral
Taxes payable
Uncertain tax positions
Other

Other operating activities
Defined benefit plans - funding
Other assets

Other liabilities

Net cash provided by (used in) operating activities
Cash Flows from Investing Activities

Expenditures for property, plant and equipment
Expenditures for intangible assets
Proceeds from the sale of Montana hydroelectric generation business (Note 8)
Ironwood Acquisition, net of cash acquired
Purchases of nuclear plant decommissioning trust investments
Proceeds from the sale of nuclear plant decommissioning trust investments
Proceeds from the receipt of grants
Purchases of other investments

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

Issuance of long-term debt
Retirement of long-term debt
Repurchase of common stock
Issuance of common stock

Payment of common stock dividends
Redemption of preference stock of a subsidiary
Debt issuance and credit facility costs
Contract adjustment payments on Equity Units
Net increase (decrease) in short-term debt
Other financing activities

Net cash provided by (used in) financing activities
Effect of Exchange Rates on Cash and Cash Equivalents
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized
Income taxes - net

959

190

The accompanying Notes to Fiiuincial Siaientcnts are an integral part of thefintincial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions ofDollars, shares in iliou.sands}

2014 2013

Assets

Current Assets

Cash and cash equivalents $ 1,751 $ 1,102
Short-term investments 120
Restricted cash and cash equivalents
Accounts receivable {less reserve: 2014, $46; 2013, $64)

Customer
Other

Unbilled revenues
Fuel, materials and supplies
Prepayments
Deferred income taxes
Price risk management assets
Regulatory assets
Other current assets

Total Current Assets

Investments

Nuclear planl decommissioning irusl funds
Other investments

Total Investments

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

Regulated utility plant, net
Non-regulated property, plant and equipment

Generation
Nuclear fuel

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

Non-regulated property, plant and equipment, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets

Regulatory assets
Goodwill

Other intangibles
Price risk management assets
Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

180 83

923 923

171 97

735 835

836 702

87 153

129 246

1,158 942

37 33

32 37

6,159 5,153

950 864

35 43

985 907

30,568 27,755

5,361 4,873
25,207 22,882

11,310 11,881

624 591

885 834

6,404 6,172

6,415 7,134

2,975 3,071

34,597 33.087

1,562 1,246

4,005 4,225
925 947

319 337

312 357

7,123 7,112

$ 48,864 $ 46,259

The(iccompcmyiitg Notesto Financial Slaiemenisare an integral part of thefauincial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
(MiUionsof Dollars, sluires in thousands)

Liabilities and Equity

Current Liabilities

Shori-lerm debt
Long-lerm 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 5,6 and 13)

Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive loss
Total Equity

Total Liabilities and Equity

(a) 780.000shares authorized: 665.849and 6.10.321 shares i.ssucd and outstandingat l!)ccembcr 31. 2014and 2013.

The acconi/Htnyin}t Notes to Financial Siateinenis are an integral pan of thefiiuincial siaienienl.s.
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2014 2013

$ 1,466 $ 701

1,535 315

1,356 1,308
230 1 14

314 325

249 232

1,126 829

91 90

1,076 998

7,443 4,912

18,856 20,592

4,450 3,928

159 342

252 415

1,756 1,286

739 687

992 1,048
589 583

8,937 8,289

7 6

9,433 8,3)6
6,462 5,709

(2,274) (1,565)

13,628 12,466

$ 48,864 $ 46,259
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
(Millions of Dollars)

Common

stock

PPL Shareowners

Accumulated

shares Additional other Non-

ouLstanding Common paid-in Earnings comprehensive controlling
(a) stock capital reinvested lo.ss interests Total

December 31, 2011 578,405 $ 6 :E 6,813 $ 4,797 $ (788) ;E 268 $ 11,096
Common stock issued 3,543 99 99
Common stock repurchased (4)
Stock-based compensation 18 18
Net income 1,526 5 1,531
Dividends, dividend equivalents,

redemptions and distributions 6 (845) (255) (1,094)
Other comprehensive

income (loss) (1,152) (1,152)
December 31, 2012 581,944 $ 6 ;E 6,936 $ 5,478 $ (1,940) 3; 18 $ 10,498

Common stock issued 50,807 <E 1,437 $ 1,437
Common stock repurchased (2,430) (74) (74)
Cash settlement of equity forward

agreements (13) (13)
Stock-based compensation 30 30
Net income $ 1,130 3; 1 1,131
Dividends, dividend equivalents,

redemptions and distributions (899) (19) (918)
Other comprehensive

income (loss) S 375 375
December 31, 2013 630,321 S 6 3; 8,316 $ 5,709 s (1,565) 3; $ 12,466

Common slock issued 35,528 $ 1 a; 1,089 $ 1,090
Stock-based compensation 28 28
Net income $ 1,737 1,737
Dividends, dividend equivalents.

redemptions and distributions (984) (984)
Other comprehensive

income (loss) $ (709) (709)
December 31, 2014 665,849 $ 7 3; 9,433 $ 6,462 s (2,274) $ 13,628

(a) Shares inthousands. Each share einilles (he holder loone voie on any quesiion presented atany shareowners' meeting.

The accompanyinji Noses to Financial Siaieinenis are an integral part ofthefiiuincial siaiemenis.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Energy Supply, LLC and Subsidiaries
(Miliioiis ofDollars}

2014 2013 2012
Operating Revenues

Unregulated wholesale energy $ 1,808 $ 2,909 $ 3,976
Unregulated wholesale energy to affiliate 84 51 78
Unregulated retail energy 1,243 1,027 844
Energy-related businesses 601 527 448
Total Operating Revenues 3,736 4,514 5,346

Operating Expenses
Operation

Fuel 1,196 1,049 965
Energy purchases 209 1,171 1,821
Otheroperation and maintenance 1,007 1,026 997
Loss on lease termination (Note 8) 697

Depreciation 297 299 272
Taxes, other than income 57 53 55
Energy-related businesses 573 5)2 432
Total Operating Expenses 3,339 4,807* 4,542*

Operating Income (Loss) 397 (293) 804

Other Income (Expense) - net 30 32 19

Interest Expense 124 159 158

Income (Loss) from Continuing Operations Before Income Taxes 303 (420) 665

income Taxes 116 (159) 236

Income (Loss) from Continuing Operations After Income Taxes 187 (261) 429

Income (Loss) from Discontinued Operations (net of income taxes) 223 32 46

Net Income (Loss) 410 (229) 475

Net Income (Loss) Attributable to Noncontrolling Interests I 1

Net Income (Loss) Attributable to PPL Energy Supply Member $ 410 $ (230) $ 474

Amounts Attributable to PPL Energy Supply Member:
Income (Loss) from Continuing Operations After Income Taxes $ 187 $ (262) $ 428
Income (Loss) from Discontinued Operations (net of income taxes) 223 ^ 46
Net Income (Loss) $ 410 $ (230) $ 474

The accompaityiitg Notes to Fhui/wial Siaiemenis are an integral pan of thefinancial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
PPL Energy Supply, LLC and Subsidiaries
(Millions of Dollars)

2014 2013 2012

Net Income (loss) 5 4Iq 5 ^229) $

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

Availablc-for-sale securities, net of lax of($40), ($72), ($31) 35 67
Qualifying derivatives, netof taxof$0, $0, ($46)
Defined benefit plans:

Prior service costs, net of tax of ($6), ($1), $0 g 2
Net actuarial gain (loss), net oftax of$83, ($49), $56 (120) 71

Reclassificaiions tonet income - (gains) losses, net of tax expense (benefit):
Availablc-for-sale securities, net oftax of$7, $4, $1 (6) (5)
Qualifying derivatives, net oflax of$17, $84, $291 (25) (|23)
Defined benefit plans:

Prior service costs, net of tax of ($1), ($3), ($2) 3 4
Net actuarial loss, net of tax of ($4), ($10), ($2) 5 14

Total other comprehensive income (loss) attributable to
PPL Energy Supply Member (100) 29

Comprehensive Income (loss) 31 g (200)
Comprehensive income attributable to noncontrolling interests 1

Comprehensive Income (loss) attributable to PPL Energy Supply Member $ 310 $ (201) $ 35

The accomiHinyinfi Notes 10 Financial Siateinenis areaninie};ral pan ofthefinancial siaiemenis.
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DECEMBER 31.

2013 2012

$ (229) 3: 475

318 285

156 119

51 43

(296) 152

65 3

171 (41)

426

2 19

23 (54)
(56) (22)
83 33

(31) (29)

(5) (1)
(81) (34)

7 (21)
(31) (27)
(16) (17)

(113) (75)

(4) (41)

(30) 17

410 784

(583) (648)

(84)
(42) (45)

(159) (154)
144 139

3

198

(22) 104

28 21

(631) (469)

(747) (9)
1.577 563

(408) (787)
(356) (44)

(19) (4)
47 (281)

(174) 34

413 379

$ 239 $ 413

PPL Energy Supply, LLC and Subsidiaries
(Millions of Dollars)

^ 2014
Cash Flowsfrom Operating Activities

Neil ncomc (loss) j
Adjusimcnis to reconcile net income to net cash provided by (used in) operating activities

Depreciation
Amortization
Defined benefit plans - expense 42
Deferred income taxes and investment tax credits (2^)
Impairment ofassets 20
Unrealized (gains) losses on derivatives, and other hedging activities 4
Pre-tax gain from the sale ofthe Montana hydroelectric generation business (Note 8) (315)
Loss on lease termination (Note 8)

^ Other 36
Change in current assets and current liabilities

Accounts receivable p
Accounts payable 2
Unbilled revenues
Fuel, materials and supplies (97^
Prepayments ^53^
Counierpany collateral
Price risk management assets and liabilities (30)
Taxes payable (3)

(40)
Other operating activities

Defined benefit plans - funding (35)
Other assets ' 3
Other liabilities

Net cash provided by (used in)operating activities 4^
Cash Flowsfrom Investing Activities

Expenditures for property, plant and equipment (41^5)
Proceeds Irom thesale of the Montana hydroelectric generation business (Note 8) 900
Ironwood Acquisition, netof ca.sh acquired
Expenditures for intangible assets (45)
Purchases ofnuclear plant decommissioning trust investments (170)
Proceeds from the sale of nuclear plant decommissioning trust investments 154
Proceeds from the receipt of grants 154
Net (increase)decrease in notes receivable from affiliates
Net (increase) decrease in restricted cash and cash equivalents (108)
Other investing activities 19

Netcash provided by (used in) investing activities 497
Cash Flowsfrom Financing Activities

Retirement oflong-term debt (309)
Contributions from member 739
Distributions to member (1,906)
Net increase (decrease) in short-term debt 53O
Other financing activities

Net cash provided by (used in) financing activities (§45)
Net Increase (Decrease) in Cash and Cash Equivalents 113

Cash and Cash Equivalents at Beginning of Period 239
Cash and Cash Equivalents at End of Period $ 352

Supplemental Disclosures of Cash Flow Information
Cash paid (received)during the period for;

Interest - net of amount capitalized $ 122
Income taxes - net $ 31q

The acamipanying Notes toFirumcial Statements arean integral partoftheJiiuincial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Energy Supply, LLC and Subsidiaries
{Millions ofDollars)

Assets

Current Assets

Cash and cash equivalents
Restrictedcash and cash equivalents
Accounts receivable (less reserve; 2014,$2; 2013, $21)

Customer
Other

Accounts receivable from affiliates
Unbilled revenues
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

Other Noncurrent Assets
Goodwill
Other intangibles
Price risk management assets
Other noncurrent assets
Total Other Noncurrent Assets

2014 2013

$ 352 $ 239

176 68

186 233

103 97

36 45

218 286

455 358

70 20

1,079 860

26 27

2,701 2,233

950 864

30 37

980 901

11,318 11,891
624 591

293 288

6,242 6,046
5,993 6,724

443 450

6,436 7,174

72 86

257 266

239 328

75 86

643 766

$ 10,760 $ 11,074

The accompanying Notes toFinancial Slaieinenis arean integral partofthefinancial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31.
PPL Energy Supply, LLC and Subsidiaries
(Millions ofDollars)

Liabilities and Equity

Current Liabilities

Shon-icrm debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Taxes
Interest
Price risk management 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
Other deferred credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Note 15)

Member's equity

Total Liabilities and Equity

2014 2013

$ 630
535 $ 304

361 393

50 4

28 31

16 22

1,024 750

246 278

2,890 1,782

1,683 2,221

1,223 1,114

27 205

193 320

299 111

415 393

123 130

2,280 2,273

3,907 4,798

$ 10,760 $ 11,074

The accompanying Notes to Fiiuincial Statements are an integral part ofthefoutncial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Energy Supply, LLC and Subsidiaries
(Millions ofDollars)

December 31,2011
Nci income (loss)
Other comprehensive income (loss)
Contributions from member
Distributions

December 31, 2012

Net income (loss)
Other comprehensive income (loss),
Contributions from member
Distributions
December 31, 2013

Net income (loss)
Other comprehensive income (loss).
Contributions from member
Distributions

December 31, 2014

Non-

Member's controlling
equity interests Total

$ 4,019 $ 18 S 4,037
474 I 475

(439) (439)
563 563

(787) (1) (788)
$ 3.830 $ 18 $ 3,848

$ (230) $ 1 $ (229)
29 29

1,577 1,577
(408) (19) (427)

$ 4,798 S $ 4,798

$ 410 $ 410

(100) (100)
739 739

(1,940) (1,940)
$ 3,907 $ 3,907

The accompaiiyinf: Noies loFinancial Siaiemenis arean inie};ral pan ofihefinancial siaiemenis.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millioiu ofDollars)

2014 2013 2012

Operating Revenues $ 2,044 $ 1,870 $ 1,763

Operating Expenses
Operation

Energy purchases 587 588 550
Energy purchases from affiliate 84 51 73
Other operation and maintenance 543 531 575

Depreciation ,85 ,73 ,50
Taxes, other than income ,97 )03 105
Total Operating Expenses 1,506 1,451 1,469

Operating Income 538 419 294

Other Income (Expense) - net 7 6 9

Interest Expense ,22 108 99

Income Before IncomeTaxes 423 317 204

Income Taxes 160 108 ^

Net Income (a) 263 209 136

Distributions on Preference Stock 4

Net Income Available to PPL $ 263 $ 209 S 132

(a) Net incoiiK approximates compieticnsive income.

The (iccomiHinyiii^ Notes to Financial Siaieinenis are an integral part of thefi/utncial siaieinents.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS
PPL Electric Utilities Corporation and Subsidiaries
(Millions ofDollars)

Cash Flows from Operating Activities
Nei income
Adjustmenls lo reconcile net income lo net cash provided by (used in) opcraling activities

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

Change in current assets and current liabilities
Accounts receivable
Accounts payable
Prepayments
Taxes payable
Other

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

Net cash provided by (used in) operating activities

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Expenditures for intangible assets
Net (increase) decrease in notes receivable from affiliate
Other investing activities

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement of long-term debt
Contributions from PPL
Redemption of preference stock
Payment of common stock dividends to parent
Net increase (decrease) in short-term debt
Other financing activities

Net cash provided by (used in) financing activities

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

ENDED DECEMBER 31,

2014 2013 2012

263 $ 209 $ 136

185 178 160

19 19 18

15 21 22

87 127 114

(23) (9) (9)

(64) (29) 3

30 12 38

1 36 2

75 49 12

18 (15) (14)

(23) (93) (59)
19 8 (3)
11 10 (31)

613 523 389

(931)
(26)
150

16

(903)
(39)

(150)
12

(791) (1,080)

296

(10)
263

(158)
(20)

(4)
367

189

25

348

205

(127)
20

(4)
442

(115)
140

(624)

(9)

20

(613)

249

150

(250)
(95)

(10)
44

(180)
320

$ 214 $ 25 $ 140

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized $
Income taxes - net S

110

40

Theaccompa/tying Noteslo FinancialStatements are an integralpart of thefinancial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millioiu ofDollars, sluires in ihousunds)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2014, $17; 2013, $18)

Customer
Other

Accounts receivable from afniiales
Notes receivable from affiliate
Unbilled revenues
Materials and supplies
Prepayments
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
Intangibles
Other noncurrent assets
Total Other Noncurrent Assets

2014 2013

$ 214 $ 25

312 284

44 5

1 4

150

113 116

43 35

10 40

58 85

12 6

12 16

819 766

7,589 6,888
2,517 2,417

5,072 4,471

738 591

5,810 5,062

897 772

235 211

24 35

1,156 1,018

$ 7,785 $ 6,846

The ac-companyiiig Notes to Financial Siaiemenis are an integral pan ofthefiiuincial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
(Millions ofDollars, sluires in ihousaiids)

2014 2013
Liabilities and Equity

Current Liabilities

Short-lerm debt 5 20
Long-ierm dcbi due wiihin one year $ jqq 10
Accounts payable 325 295
Accounts payable toaffiliates 70 57

ss 51

Interest 34 34
Regulatory liabilities 7g 7^
Other current liabilities j03 82
Total Current Liabilities 793"

Long-term Debt 2,502 2,305

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes j 433 j 399
Accrued pension obligations 212 ' 96
Regulatory liabilities jg 15
Other deferred credits and noncurrent liabilities 60 57
Total Deferred Credits and Other Noncurrent Liabilities 1^773 j 557

Commitmentsand Contingent Liabilities (Notes6 and 13)

Stockholder's Equity
Common slock - no par value (a) 354 354
Additional paid-in capital 1,603 1,340
Earnings reinvested 75O 645
Total Equity 2,717 iJW

Total Liabilities and Equity $ 7,785 $ 6,846

(a) 170.000 stiarcs auitiorizcd: 66.368 stiares issued andoutstanding ai t)cccmbcr 31.2014 and2013.

The accompanying Notes 10 Financial Statements are an integral part of thefouincial statements.
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CONSOLIDATED STATEMENTS OF SHAREOWNERS' EQUITY
PPL Electric Utilities Corporation and Subsidiaries
(MiUio)is ofDollars)

Common

stock

shares Additional
outstanding Preferred Common paid-in

(a) securities stock capital

December 31,2011 66,368 $ 250 $ 364 $ 979
Net income

Redemption of preference stock (250) 6
Capital contributions from PPL )50
Cashdividends declared on preference stock
Cash dividends declared on common stock

December 31,2012 66,368 $ $ 364 $ 1,135

Net income
Capital contributions from PPL $ 205
Cash dividends declared on common stock

December 31,2013 66,368" ~$ 364 $ 13^

Net income
Capital contributions from PPL $ 263
Cash dividends declared on common stock

December 31,2014 66,368 $ 364 $ 1.603

(a) Shares in thousands. All common shares of PPL Electric stock areowned by PPL.

The accompanying Notes to Financial Statements are an integral part ofthefi/uincial statements.
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Earnings
reinvested Total

532 $ 2,125
136 136

(6) (250)
150

(4) (4)
(95) (95)
563 $ 2,062

209 $ 209

205

(127) (127)

645 $ 2,349

263 $ 263

263

(158) (158)
750 $ 2,717
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

2014 2013 2012

Operating Revenues $ 3^68 $ 2,976 $ 2,759

Operating Expenses
Operation

Fuel •. 965 896 872
Energy purchases 253 217 195
Other operation and maintenance 815 778 773

Depreciation 354 334 345
Taxes, other than income 52 48 46
Total Operating Expenses 2,439 2,273 2 237

Operating Income 729 703 522

Other Income (Expense) - net (9) (7) (15)

Other-Than-Temporary Impairments 25

Interest Expense 167 144 150

Interest Expense with Affiliate I |

Income from Continuing Operations Before Income Taxes 553 551 331

Income Taxes 209 206 106

Income from Continuing Operations After Income Taxes 344 345 225

Income (Loss) from Discontinued Operations (net of income taxes) 2 (6)

Net Income $ 344 $ 3^ $ 219

Theaccompanying Notes to FinancialStatements are an integralpart of theftiuincialsiaientenis.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millioiv! of Dollars)

2014 2013 2012

Net income $ 344 j 347 5 219

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

(expense) benefit:
Equity invesiee's othercomprehensive income (loss), net
of tax of $0,$0, ($1) 1

Defined benefit plans:
Prior service costs, net of tax of$4, $0, $0 (7)
Nctacluarialgain(loss),nctoflaxof$32,($l8),$l3 (SO) 28 (21)

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

Equity investees' other comprehensive (income) loss, net of
lax of$0, $0, $0 (1)

Defined benefit plans:
Prior service costs, net of tax of $0, $0, $0 1
Net actuarial loss, net of lax of $0, $0, $0 (1) 1

Total other comprehensive income (loss) (58) 28 (19)

$ 286 $ 375 $ 200

The accompanying Notes 10 Fiiuincial Siaiemetus are an integral part ofthefimincial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

2014 2013 2012
Cash Flows from Operating Activities

Net income

Adjusiments to reconciic net income to net cash
provided by (used in) operating activities

Depreciation
Amortization

Defined benefit plans - expense
Deferred income taxes and investment tax credits
Impairment of assets
Other

Change in current assets and current liabilities
Accounts receivable

Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materials and supplies
Income lax receivable
Taxes payable
Other

Other operating activities
Defined benefit plans • funding
Settlement of interest rate swaps
Other assets
Other liabilities

Net cash provided by (used in) operating activities

Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Net (increase) decrease in notes receivable from affiliates
Other investing activities

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates
Issuance of long-term debt
Net increase (decrease) in short-term debt
Debt issuance and credit facility costs
Distributions to member

Contributions from member

Net cash provided by (used in) financing 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

$ 344 $ 347 $ 219

354 334 346

25 22 27

25 48 40

449 254 133

25

16 5 2

(20) (91) (9)
12 40 1

(1) 1 (1)
13 (24) (10)

(32) (1) 8

(136) I 2

(3) 13 1

(I) 22

(45) (168) (70)
86

(7) 9 (8)
6 22 38

999 920 744

(1,262) (1.434) (768)
70 (70) 15

1 2

(1.191) (1.502) (753)

41 (25) 25

496

330 120 125

(5) (6) (2)
(436) (254) (155)
248 243

178 574 (7)
(14) (8) (16)

35 43 59

$ 21 $ 35 $ 43

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized $ 157 $ 137 $ 139
Income taxes - net $ (75) $ (67) $ (45)

The accont/Moiying Notes to Financial Statements are an integral part of thefinancial statements.
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CONSOUDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions of Dollars)

Assets

Current Assets

Cash and cash equivalcnls
Accounts receivable (loss reserve: 2014, $25; 2013, $22)

Cusionier
Other

Unbilled revenues
Notes 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
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

2014 2013

$ 21 $ 35

231 224

18 20

167 180

70

311 278

28 21

136

16 159

25 27

3 3

956 1,017

10,007 8,526
1,067 778

8,940 7,748
5 3

1,559 1,793

10,504 9,544

665 474

996 996

174 221

101 98

1,936 1,789

$ 13,396 $ 12,350

The acamiHinying Notes to Fiiumcial Statements are an integral part ofthefinancialstatements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

2014 2013

Liabilities and Equity

Current Liabilities

Short-term debt $ 575 $ 245
Long-term debt due within one year
Notes payable with affiliates
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Price risk management liabilities to affiliates
Regulatory liabilities
Interest
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)

Member's equity

Total Liabilities and Equity

900

41

399 346

2 3

52 50

36 39

5 4

66

15 14

23 23

131 111

2,245 835

3,667 4,565

1,241 965

131 135

43 32

305 152

274 245

974 1,033
268 238

3,236 2,800

4,248 4,150

$ 13,396 $ 12,350

The accompanying Notes to Fiiuincial Statements are an integral part of thefiiuincial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries
(Millions ofDollars)

Member's
Equirv

December 31,2011 j 7,1^
Net income 219
Distributions to member rK'jx
Other comprehensive income (loss)
December 31, 2012 ^ 3^7^

Net income ^
Contributions from member 243
Distributions to member
Other comprehensive income (loss) 28
December 31, 2013 ^^

Net income ^
Contributions from member 243
Distributions to member
Other comprehensive income (loss)
December 31, 2014 j^24g

The accon^Mnymg Notes to Financial Statements are an integral part ofthefuutncial statements.
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31
Louisville Gas and Electric Company '
(Millions ofDollurs)

^ „ _ 2014 2013 2012Operating Revenues
Retail and wholesale. j , j 35, ^ ,
blectnc revenue from affiliate gg
Total Operating Revenues 1333 1,410 1,324

Operating Expenses
Operation

404 367 374Energy purchases 230 195
Energy purchases from affiMate ,q
Other operation and maintenance ^79 373 3^-3

Deprccianon :::::::::::: ,57 ms 152
Iaxes, other than income 25 24 73
Total Operating Expenses 1.209 1,117

Operating Income 324 293 237

Other Income (Expense) -net ^2) (3)

Interest Expense 4g 3^

Income Before Income Taxes 272 257 192

Income Taxes 103 94 ^

Net Income (a) $ 169 S 163 $ 123

(a) Nci income equalscomprehensive incoine.

The accompimying Notes to FinancUil Slaiemenis are an integral part ofthefinancial siaiemenls.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company
(Millioiis ofDollars)

2014 2013
Cash Flows from Operating Activities

$ 169 $ 163
Adjuslmenls to reconcile net income to net cash provided

by (used in) operating activities
Depreciation j^g
Amortization j2 ^
Defined benefit plans -expense 9 Ig
Deferred income taxes and investment tax credits 1jg 26
Other 2 9

Change in current assets and current liabilities
Accounts receivable ^35^ /23\
Accounts payable 25 15
Accounts payable to affiliates (4) I
Unbilled revenues 9 ^13^
Fuel, materials and supplies 1̂2)
Income tax receivable (••74^
Taxes payable o g
Other 8

Other operating activities
Defined benefit plans - funding ^4g^
Settlement ofinterest rate swaps 43
Other assets ^2) 9
Other liabilities ^2) 5

Net cash provided by (used in) operating activities 371 3^^
Cash Flows from Investing Activities ~

Expenditures for property, plant and equipment (656) (577)
Net cash provided by (used in) investing activities (656) (511)

Cash Flows from Financing Activities
Issuance oflong-term debt 248
Net increase (decrease) in short-term debt 244 (35)
Debt issuance and credit facility costs (2) (3)
Payment of common stock dividends to parent (112) (99)
Contributions from parent I57 g^

Net cash provided by (used in) financing activities 287 197
Net Increase (Decrease) in Cash and Cash Equivalents 2 (14)
Cash and Cash Equivalents at Beginning of Period 8 22
Cash and Cash Equivalents at End ofPeriod $ ^

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized $ 46 $ 36
Income taxes - net j 65 S 51

The accom)Hinying Notes toFinancial Statements areanintegral partofthefituincial statements.
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2012

123

152

11

18

69

(13)

(2)

(3)
(7)

(7)
(7)

(27)

(24)
22

305

(286)

(286)

55

(2)
(75)

H)
(3)
25

22

39

5
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
(MUlidiis of Dollars, shares in ihou.sands)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2014, $2; 2013, $2)

Customer
Other

Unbilled revenues
Accounts receivable from affiliates
Fuel, materials andsupplies
Prepayments
Income taxes receivable
Regulatoryassets
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 noncurrentassets
Total Other Noncurrent Assets

Total Assets

2014 2013

$ 10 $ 8

107 102

11 9

76 85

23

162 154

8 7

74

21 17

1 3

493 385

4,031 3,383
456 332

3,575 3,051
676 651

4,251 3,702

397 303

389 389

97 120

35 35

918 847

$ 5,662 $ 4,934

The accomf>anyhig Noies to Financial Staieinenis are an integral panofthefinancial statement.^.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
(Millionsof DoHurs. sluires in iliousands)

Liabilities and Equity

Current Liabilities
Shorl-lcrm debt
Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes
Price risk management liabilities
Price risk management liabilities to affiliates
Regulatory liabilities
Interest
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)

Stockholder's Equity
Common stock - no par value (a)
Additional paid-in capital
Earnings reinvested

Total Equity

Total Liabilities and Equity

2014 2013

$ 264 $ 20

250

240 166

20 24

25 24

19 11

5 4

33

10 9

6 6

42 32

914 296

1,103 1,353

700 582

36 38

43 32

57 19

66 68

458 482

111 104

1,471 1,325

424 424

1,521 1,364

229 172

2.174 1,960

$ 5,662 $ 4,934

(a) 75.000shares authorized: 21.294 shares issued and outstanding at IOecembcr.il, 2014 and iX-ccmbcr 31.201.1.

The accompanying Noies loFinancial Siaiemenis areanintegral partofthefiiutncial statements.
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STATEMENTS OF EQUITY
Louisville Gas and Electric Company
(Millions ofDollars)

Common

stock

shares Additionat
outstanding Common paid-in

(a) stock capital

December 31,2011 21,294 $ 424 $ 1,278 $
Nei income
Cash dividends declared on common stock
December 31,2012 21,294 $ 424 $ 1,278 $"

Net income j
Capital contributions from LKE $ 85
Cash dividends declared on common stock
December 31,2013 21,294 $ 424 $ 1,364 F

Net income j
Capital contributions from LKE $ 157
Cash dividends declared on common stock
December 31,2014 21,294 $ 424 $ 1,521 F

(a) Shares inthousands. All common shares ofLG&E stock are owned by LKE.

The accompanying Notes toFinancial Slaienienis arean integral partofthefituincial statements.
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Earnings
reinvested

60

123

(75)

108

163 $

(99) _
172 $ 1,960

169 $

(112)

Total

1,762

123

(75)

1,810

163

86

(99)

169

157

(112)
229 $ 2,174
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
(Millions ofDollars)

2014 2013 2012
Operating Revenues

Retail and wholesale
Electric revenue from affiliate
Total Operating Revenues

$ 1,723 $ 1,625 $ 1,512
14 10 12

1,737 1,635 1,524

561 529 498

23 22 32

88 59 77

408 382 384

197 186 193
27 24 23

1,304 1,202 1,207

433 433 317

(1) (3) (8)

25

77 70 69

355 360 215

135 132 78

$ 220 $ 228 $ 137

Operating Expenses
Operation

Fuel

Energy purchases
Energy purchases from affiliate....
Other operation and maintenanee.

Depreciation
Taxes, other than income

Total Operating Expenses

Operating Income

Other Income (Expense) - net

Other-Than-Temporary Impairments

Interest Expense

Income Before Income Taxes

Income Taxes

Net Income (a)

(a) Nei incomeapproximates comprehensive income.

The acampunyingNotes to Fiiumcial Statements are an integral part of thefuuincial statements.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
(MillioiL'! ofDollars}

Cash Flows from Operating Activities
Net income
Adjuslments to reconcile net income to net cash provided

by (used in) operating activities
Depreciation
Amortization

Defined benefit plans - expense
Deferred income taxes and investment tax credits
Impairment of assets
Other

Change in current assets and current liabilities
Accounts receivable

Accounts payable
Accounts payable to affiliates
Unbilled revenues

Fuel, materials and supplies
Income tax receivable
Taxes payable
Other

Other operating activities
Defined benefit plans - funding
Settlement of interest rate swaps
Other assets
Other liabilities

Net cash provided by (used in) operating activities
Cash Flows from Investing Activities

Expenditures for property, plant and equipment
Other investing activities

Net cash provided by (used in) investing activities
Cash Flows from Financing Activities

Issuance of long-term debt
Net increase (decrease) in short-term debt
Debt issuance and credit facility costs
Payment of common stock dividends to parent
Contributions from 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
Cash and Cash Equivalents at End of Period

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized
Income taxes - net

2014 2013 2012

$ 220 $ 228 $ 137

197 186 193

11 14 14

5 18 11

224 69 99

25

13 (3) 10

(9) (37) (17)
(10) 23 1

22 (8)
4 (II) (3)

(25) 10 7

(60)

(19) 7 15

(5) 10 6

(5) (65) (21)
43

(4) 1 (3)
7 10 26

566 495 500

(604) (855) (480)
I 2

(603) (853) (480)

248

86 80 70

(2) (3)
(148) (124) (100)

91 157

27 358 (30)

(10) (10)
21 21 31

$ 11 $ 21 S 21

73 $ 61

47

62

(39)

Theaccompanying Notes to Financial Statements are an integral part ofthefinancial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(MiUionsof Dollars, shares in thousands}

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2014, $2; 2013, $4)

Customer
Other

Unbilled revenues
Fuel, materials and supplies
Prepayments
income taxes receivable
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
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

2014 2013

$ 11 $ 21

124 122

6 9

91 95

149 124

10 4

60

4 10

4 6

459 391

5,976 5,143
611 446

5,365 4,697
1 1

880 1,139

6,246 5,837

268 171

607 607

77 101

58 56

1,010 935

$ 7,715 $ 7,163

The accompanying Notes to Fiiuincial Statements are an integral part ofthefinancialsiaietnenls.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(Millioiu ofDollars, shares in thousands}

Liabilities and Equity

Current Liabilities

Short-term debt

Long-term debt due within one year
Accounts payable
Accounts payable to affiliates
Customer deposits
Taxes

Price risk management liabilities to affiliates
Regulatory liabilities
Interest

Other current liabilities

Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes

Investment lax 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)

Stockholder'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

2014 2013

$ 236 $ 150

250

141 159

47 25

27 26

14 33

33

5 5

11 11

41 36

805 445

1,841 2,091

884 658

95 97

59 II

208 177

516 551

101 89

1,863 1,583

308 308

2,596 2,505

302 230

3,206 3,044

$ 7,715 $ 7,163

(a) 80.000 shares auihori/cd: 37.818 shares issued and outsianding at December 31. 2014 and l>:cembcr 31. 2013.

Theaccompanying Notesto Financial Statementsare an integral part of thefinancial .statemeni.s.
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STATEMENTS OF EQUITY

Kentucky Utilities Company
(Millions ofDollars)

Common Accumulated

stock other

shurcs Additional comprehensive
ouLstunding Common paid-in Earnings income

(a) slock capital reinvested (loss) Total

December 31, 2011 37,818 $ 308 :$ 2,348 $ 89 $ 2,745
Nei income 137 137

Cash dividends declared on common slock (100) (iOO)
1Other comprehensive income (loss) S 1

December 31, 2012 37,818 $ 308 :$ 2,348 S 126 :S 1 $ 2,783

Net income S 228 $ 228
Capital contributions from LKE $ 157 157

Cash dividends declared on common stock (124) (124)
December 31,2013 37,818 $ 308 :$ 2,505 $ 230 ;5 1 $ 3,044

Net income $ 220 $ 220

Capital contributions from LKE 1$ 91 91

Cash dividends declared on common stock (148) (148)
Other comprehensive income (loss) i

£ (1) (1)
December 31, 2014 37,818 $ 308 :S 2,596 $ 302 :5 $ 3,206

(a) Shares in ihousands. Ail commonshares of KUstock arc owned by LKt:.

TheaccomiHiiiyin^ Notes to FimmcialSlatemenisare an integral part of thefinancial statements.
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COMBINED NOTES TO FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

(All Regislrants)

General

Capitalized termsand abbreviations appearing in the combined notes to financial statements arc defined in the glossary.
Dollars are in millions, except per share data, unless otherwise noted. The specific Registrant to which disclosures are
applicable is identified in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure
for its related activities and disclosures. Within combined disclosures, amounts arc disclosed for any Registrant when
significant.

Business and Consolidation

(PPL)

PPL is an energy and utility holding company that, through its subsidiaries, is primarily engaged in: 1) the regulated
distribution of electricity in the U.K.; 2) the regulated generation, transmission, distribution and sale of electricity and the
regulated distribution and sale of natural gas, primarily in Kentucky; 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, PPL's principal subsidiaries are PPL Global, LKE (including its
principal subsidiaries, LG&E and KU), PPL Electric and PPL Energy Supply (including its principal subsidiaries, PPL
EnergyPlus and PPLGeneration). PPL's corporate level financing subsidiary is PPL Capital Funding.

WPD, a subsidiary of PPL Global, through indirect wholly owned subsidiaries operates regulated distribution networks
providing electricity service in the U.K. WPD servesend-users in Walesand southwest and central England. Its principal
subsidiaries are WPD (South Wales), WPD (South West), WPD (East Midlands) and WPD (West Midlands).

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

(PPL and PPL Energy Supply)

PPL Energy Supply is an energy company conducting business primarily through its principal subsidiaries PPL Generation
and PPL EnergyPlus. PPL Generation owns and operates a portfolio of competitive domestic power generating assets. These
power plants arc located in Pennsylvania and Montana and use well-diversified fuel sources including coal, uranium, natural
gas, oil and water. PPL EnergyPlussells electricity produced by PPL Generation subsidiaries, participates in wholesale
market load-following auctions, and markets various energy products and commodities such 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.

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to combine their
competitive power generation businesses into a new, stand-alone, publicly traded company named Talen Energy. See Note 8
for additional information.

In November 2014, PPL Montana completed the sale of its hydroelectric generating facilities. See Note 8 for additional
information.

(PPL and PPL Electric)

PPL Electric is a cost-based rate-regulated utility subsidiary of PPL. PPL Eleciric's principal business is the regulated
transmi.ssion 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.
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(PPL LKE, LC&E and KU)

LKE is a uiiliiy holding company with cosi-bascd ratc-rcgulatcd utility operations through its subsidiaries, LG&E and KU.
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 under the KU name.

(PPL and PPL Energy Supply)

"Income (Loss) from Discontinued Operations (net of income taxes)" on the Statements of Income includes the activities of
PPL Montana's hydroelectric generating facilities and the gain on the sale of these facilities to NorthWestern in November
2014. The related assetsand liabilities have not been reclassificd to assets/liabilities of discontinued operations on the
balance sheet at December 31, 2013. The Statements of Cash Flows do not separately report the cash flows of the
Discontinued Operations. See Note 8 for additional information.

(All Registrants)

The financial 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 financial interest is not demonstrated
through voting interests are evaluated basedon accounting guidance for VIEs. The Registrants consolidatea VIE when they
are determined to have a controlling interest in the VIE, and thus are the primary beneficiary of the entity. The Registrants
are not the primary beneficiary in any material VIEs. Investments in entities in which a company has the ability to exercise
significant influence butdoes not have a controlling financial interest are accounted for under the equity method. All other
investmentsare carried at cost or fair value. All significant intercompany transactions have been eliminated. Any
noncontrolling interests are reflected in the financial statements.

The financial statements of PPL, PPL Energy Supply, LKE, LG&E and KU include their share of any undivided interests in
jointly owned facilities, as well as their share of the related operating costs of those facilities. See Note 12 for additional
information.

Regulation

(PPL)

WPD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. Electricity
distribution revenues are set by Ofgem for a given time period 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 financing 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.

(All Registrants except PPL Energy Supply)

PPL Electric, LG&E and KU are cost-based rate-regulated utilities for which rates are set by regulators to enable PPL
Electric, LG&E and KU to recover 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 or future test period. 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 regulatory liabilities is based on specific ratemaking decisions or
precedent for each transaction or event as prescribed by the FERC or the applicable state regulatory commissions. Sec Note
6 for additional details regarding regulatory matters.
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Accounting Records (Ail Registranis except PPL Energy Supply)

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.

(All Registrants)

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 dale of the financial
statements and the reported amounts of revenues 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 remediation are discounted when appropriate.

The accrual of contingencies that might result in gains is not recorded, unless realization is assured.

Changes in Classification

The classification of certain amounts in the 2013 and 2012 financial statements have been changed to conform to the current
presentation. The changes in classification did not affect the Registrants' net income or equity.

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 a non-forfeitable right to dividends or dividend equivalents are considered
participating securities.

Price Risk Management

(All Registrants)

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 at PPL Energy Supply. Interest rate contracts arc 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 exposures, primarily associated with PPL's 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. In cases where there is no net settlement
provision, markets arc 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 treatment
because NPNS has been elected. These contracts are accounted for using accrual accounting. All other contracts that have
been classified as derivative contracts are reflected on the balance sheets at 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." PPL considers intra-month transactions to be spot activity, which is not accounted for as a derivative.
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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. See Note 17 for more information. 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 not traded on an exchange 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 financial transactions do not qualify for NPNS because physical
delivery cannot be asserted; however, these transactions can receive cash flow hedge treatment if they effectively hedge
the volatility in the future cash flows for energy-related commodities.

• Certain purchased option contracts or net purchased option collars may receive cash flow hedge treatment.

• Derivative transactions that do not qualify for NPNS or cash flow hedge treatment, or for which NPNS or cash flow
hedge treatment is not elected, arc 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.

• Derivative transactions that do not qualify for cash fiow or net investment hedge 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 their 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 at PPL Electric, LG&E and KU 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 financing
activities on the Statements of Cash Flows, depending on the classification 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 "Unregulated wholesale energy" on the Statements of Income.

See Notes 16 and 17 for additional information on derivatives.

(PPL and PPL Eleclric)
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To meel its obligation as a PLR to its customers, PPL Electric has entered into certain contracts that meet the definition of a
derivative. However, NPNS has been elected for these contracts. See Notes 16 and 17 for additional information.

Revenue

Utiiltv Revenue (PPL)

For the years ended December 31, the Statements of Income "Utility" line item contains rate-regulated revenue from the
following:

t>}nKSiic electric and gas revenue (a)
U.K. electric revenue (b)

Total

2014 2013 2012

s 5.209 % 4.842 S 4,.'>t9

2.575 2..3.'59 2,289

5 7.782 S 7.201 S 6,808

(a) Rcpre.scnis revenue from cost-based raie-regulaied generation, transmission and/or distribution in Pennsylvania. Kentucky, Virginia and Tennessee,
including regulated whole.sale revenue.

(b) Represents regulated electricity distribution revenue from the operation of WPD's distribution networks.

Revenue Recognition

(All Registrants)

Operating revenues, except for certain energy and energy-related contracts that meet the definition of derivative instruments
and "Energy-relaied businesses," are recorded based on energy deliveries through the end of the calendar month. Unbilled
retail revenues result because customers' meters arc read and bills are rendered throughout the month, rather than all being
read at the end of the month. Unbilled revenues for a month arc calculated by multiplying an estimate of unbilled kWh by
the esiimaied 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.

Certain PPL subsidiaries participate primarily in the PJM RTO, as well as in other RTOs 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 RTO at the 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 market price for that hour.
PPL Energy Supply records the hourly net sales in its Statements of Income as "Unregulated wholesale energy" 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.
During the price control period, WPD's revenue is decoupled from volume. 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 particular
period. Conversely, WPD could also over-recover revenue. Over and under-recoveries are added or subtracted to the base
demand revenue in future years. Under applicable GAAP, WPD does not record a receivable for under-recoveries, but does
record a liability for over-recoveries. 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.

(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 arc reported gross on the Statements of Income within "Unregulated wholesale
energy" and "Unregulated retail energy." 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), arc netted
and reported in the Statements of Income within "Unregulated wholesale energy" or "Energy purchases," depending on the
net hourly position. Certain energy and energy-related contracts that meet the definition of derivative instruments arc
recorded at fair value with subsequent changes in fair value recognized as revenue or expense (see Note 17), unless hedge
accounting is applied or NPNS is elected. If derivatives meet cash flow hedging criteria, changes in fair value are recorded in
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AOCI. The unrealized and realized results of derivative and non-derivative contracts that are designated as proprietary
trading activities are reported net on the Statements of Income within "Unregulated wholesale energy."

"Energy-related businesses" revenue primarily includes revenue from PPL Energy Supply's mechanical contracting and
engineering subsidiaries. Thesesubsidiaries record revenue from construction contractson 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 "Othercurrent liabilities" on the Balance Sheets. The amount of costs and estimated earnings inexcess
of billings was$20 million and $14 million at December 31, 2014 and 2013, and the amount of billings in excess of costs and
estimated earnings was $41 million and $75 million at December 31, 2014 and 2013.

During 2014, PPL and PPL Energy Supply recorded a $17 million increase to "Energy-related businesses" revenues and
"Income from Continuing Operations before Income Taxes" on the 2014 Statement of Income related to prior periods and the
timing of revenue recognition fora mechanical contracting and engineering subsidiary. The $10 million after-tax impact of
correcting this error increased "Income from Continuing Operations after Income Ta.xes" and "Net Income" on the 2014
Statement of Income. The impact of theerror is not material to the previously-issued financial statements or to the full year
results for 2014.

Accounts Receivable

(All Registrants)

Accounts receivable arc reported on the Balance Sheetsat the gross outstanding amount adjusted for an allowance for
doubtful accounts. Accounts receivable that are acquired arc initially recorded at fair value on thedate of acquisition.

(PPL. 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 electricity suppliers (including PPL EnergyPlus) at a discount, which reflects a provision for
uncollectible accounts. The alternative electricity suppliers have no continuing involvement or interest in the purchased
accounts receivable. The purchased accounts receivable are initially recorded at fair value usinga market approach based on
the purchase price paid and arc classified as Level 2 in the fair value hierarchy. During 2014, 2013 and 2012, PPL Electric
purchased $1.1 billion, $985 million and $848 million of accounts receivable from unaffiMated third parties. During 2014,
2013 and 2012, PPL Electric purchased $336 million, $294 million and $313 million of accounts receivable from PPL
EnergyPlus.

Allowance for Doubtful Accounts (AllRegistrants)

Accounts receivablecollcctabiliiy 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 bankruptcies, are al.so considered. Adjustments to the allowance for doubtful accounts are made when necessary
based on the results of analysis, the aging of receivables 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 arc recorded when it is known they will be received.

The changes in the allowance for doubtful accounts were:

Addition.^

Kulunccul Ctturged to Balance ut
Bc;>intuiig or Period ChufKcd to InconH' Otlier Account.s Deductions (a) End of Period

PPL

2014 S 64 S 49 S 67 S 46
201.1 64 .19 S 4 (c) 4.1 64
2012 54 55 (b) 4.1 64

PPi., Energy Sunolv

2014 S 21 S 19 (b) S 2
2011 21 S 1 1 21
2012 1.1 12 (b) 4 21
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Additions
Balance at Charged to Balance at

Beginning of Period Charged to Income Other Accounts Deductions (a) End of Period
PPL Electric

2014 S 18 S 34 S 35 S 17
2013 18 32 32 18
2012 17 32 3i 18

LKE

2014 S 22 S 14 S II S 25
2013 19 4 S 4 (c) 5 22
2012 17 9 7 19

LG&li

2014 S 2 S 5 S (l)(c) S 4 S 2
2013 I 2 I (c) 2 2
2012 2 2 3 1

KU

2014 $ 4 S 8 S {3)(c) S 7 S 2
2013 2 3 3 (c) 4 4
2012 2 4 4 2

(a) Primarily relaied lo uncollectible accounts written off.
(b) In2011. a wholesale customer. SMGT. filed forbanknipicy protection under Chapter 11 of theU.S. Bankruptcy code. In2012. PPL EnergyPlus

recorded an additional allowance for unpaid amounts under the long-icnn power contract and the U.S. Bankruptcy Court for the District of Montana
approved a request to temiinate thecontract. In20)4. PPLEnergyPlus received an insignificant amount of cash,.settling theoutstanding
administrative claim and therefore, the related reservebalance was offset against the accounts receivable balance.

(c) Primarily related tocapital projects, thus theprovision was recorded as anadjusinKnt toconstruction work in progress.

Cash

Cash Equivalents (AllRegistrants)

All highly liciuid invcslmcnts wilh original maluriiies of three months or lessarc considered to be cash equivalents.

Restricted Cash and Cash Equivalents (PPL PPL Energy Supply and PPL Electric)

Bank deposits and othercash equivalents thatare restricted by agreement or that have been clearlydesignated for a specific
purpose arc classified as restricted cash and cash equivalents. The change in restricted cash and cash equivalents is reported
as an investingactivity on the Statements of Cash Flows. On the Balance Sheets, the current portion of restricted cash and
cash equivalents is shown as "Restricted cash and cash equivalents" for PPL and PPL Energy Supplyand included in "Other
current assets" for PPL Electric, while the noncurrent portion is included in "Other noncurrent assets" for all three
Registrants.

At December 31, the balances of restrictedcash and cash equivalents included the following.

PPL Energy Supply PPL Electric
2014 2013 2014 2013 2014 2013

Margin deposits posted to
counterparties S 175 S 67 S 175 S 67

Low carbon network fund (a) 19 27

Funds deposited with a trustee 12 S 12
Ironwood <lebt serv-icc reserves 17 17 17 17
Other 13 11 1 1 S 3

s 224 S 134 S 193 S 85 S 3 S 12

(a) Eundsreceivedby WPD. which arc lo be spent on approvediniiialivcsto support a lowcarbon environment.

Fair Value Measurements (AllRegistrants)

The Registrants value certain financial and nonfinancial 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 NOT funds and defined benefit plans, and cash and cash equivalents. PPL and its subsidiaries use, as appropriate, a
market approach (generally, data from market transactions), an incotiie approach (generally, present value techniques and
option-pricing models) and/or a cost approach (generally, replacement cost) to measure the fair value of an a.s.set or liability.
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These valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that
management believes arc 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 Registrantsclassify 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 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that are accessible at the
measurementdate. 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 priees included within Level 1 that arc 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.

Investments

(All Registrants)

Generally, 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-term investments" ("Other current assets" if not material) on the Balance Sheets.

Investments in Debt and Eouitv Securities

Investments in debt securities are classified as hcld-to-maturiiy 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 their 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 earnings.

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 earnings or reported in OCl 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-tcmporary 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-tcmporary impairment
that is considered a credit loss, if any, is recognized currently in earnings and the remainder of the other-than-temporary
impairment is reported in OCl, net of tax.
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Unrealized gains and losses on available-for-saleequity securities are reported, net of tax. in OCI. When an equity security's
decline in fair value below cost is determined to be an other-than-temporary impairment, the unrealized loss is recognized
currently in earnings. See Notes 16 and 20 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, arc
accounted for using the equity method of accounting and are reported in "Other Investments" on PPL's Balance Sheet and in
"Other noncurrent assets" on LKE's and KU's Balance Sheets, in accordance with the accounting guidance for equity method
investments, the recovcrability of the investment is periodically assessed. If an identified event or change in circumstances
requires an impairment evaluation, the fair value of the investment is assessed. The difference between the carrying amount
of the investment and its estimated fair value is recognized as an impairment 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 EEI, which is accounted for as an equity method investment. During 2012, KU
recorded lo.sses of $8 million from its share of EEl's operating results. In December 2012, KU concluded that an other-than-
temporarydecline In the value of its investment in EEI 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 1, 2014, 2013 and
2012. Sec Note 16 for additional information.

Cost Method Investment (LKE. LG&Eand KU)

LC&E and KU each have an investment in OVEC, which is accounted for using the cost method. The investment is recorded
in "Other noncurrent as.sets" on the LKE, LG&E and KU Balance Sheets and in "Other investments" on the PPL Balance
Sheets. 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 other 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
percentageof OVEC's output, which is approximately 120 MW for LG&E and approximately 53 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 are
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 13
and 18 for additional discussion on the power purchase agreement.

Long-Lived and Intangible Assets

Property. Plant and Equipment

(All Registrants)

PP&E is recorded at original cost, unless impaired. PP&E acquired in business combinations is recorded at fair value at the
time of acquisition, which establishes its original cost. Ifimpaired, the asset is written down to fair value at that time, which
becomes the new cost basis of the asset. Original cost for constructed assets includes material, labor, contractor costs, certain
overheads and financing costs, where applicable. The cost of repairs and minor replacements arc 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 arc 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 rales over the assets' depreciable lives in accordance with regulatory practices. Cost
of removal amounts accrued through depreciation rales arc accumulated as a regulatory liability until the removal costs arc
incurred. See "Asset Retirement Obligations" below and Note 6 for additional information. PPL Electric records net cost of
removal when incurred as a regulatory asset. The regulatory asset is subsequently amortized through depreciation over a
five-year period, which is recoverable in customer rates in accordance with regulatory practices.
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(All Registrants except PPL Energy Supply)

AFUDC is capitalized at PPL Electric 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. LG&E and
KU generally do not record AFUDC, except for certain instances in KU's FERC approved rates charged to its municipal
customers, as a return is provided on construction work in progress.

(PPL and PPL Energy Supply)

Nuclear fuel-related costs, including fuel, conversion, enrichment, fabrication and assemblies, are capitalized as PP&E. Such
costs arc amortized as the fuel is spent using the uniis-of-production method and included in "Fuel" on the Statements of
Income.

PPL and PPL Energy Supply capitalize interest costs as part of construction costs. Capitalized interest, excluding AFUDC
for PPL, was as follows.

2014

201 .t

2012

PPI.

46

.S3

PPL

EncrRV Supply

S 23

37

47

Depreciation

(All Registrants)

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.

2014

Regulated utility plant
Non-rcgulaied PP&E • Generation

Regulated utility plant
Non-regulated PP&E - Generation

(PPL. LKE. LG&E and KU)

PPL

PPI.

Energy
Suppiv

PPL

Electric LKE LG&E KU

2.92

3.28 3.28

2.46

2013

3.80 4.05 3.63

PPL

PPL

Encrjy
Siippiv

Pl'L

Electric LKE LG&E KU

2.94

3.10 3.10

2.61 4.07 4..S2 3.77

The KPSC approved new lower depreciation rates for LG&E and KU as part of the rate-case settlement agreement reached in
November 2012. Effective January 1, 2013, the new rates resulted in annual reductions in depreciation expense of
approximately $22 million ($8 million for LG&E and $ 14 million for KU).

(All Registrants)

Goodsvlil 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.
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Other acquired intangible assets arc 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.

PPL and PPL Energy Supply account for RECs as intangible assets. PPL and PPL Energy Supply buy and/or 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 facilities. The carrying value of RECs created from their renewable energy
generation facilities is initially recorded at zero value and purchased RECs are initially recorded based on their purchase
price. When RECs are consumed to satisfy an obligation to deliver RECs to meet a state's Renewable Portfolio Standard
Obligation or when RECs are sold to third parties, they arc removed from the Balance Sheet at their weighted-average
carrying value. Since the economic benefits of RECs are not diminished until they arc consumed, RECs arc 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 carrying amounts may not be recoverable.

A long-lived asset classified as held and used is impaired when the carrying 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 16 for a discussion of asset impairments, including the Coreite coal-fired
plant and the Kerr Dam Project, both in Montana.

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.

The depressed level of energy and capacity prices in PJM, as well as management's forward view of these prices using its
fundamental pricing models, has put pressure on the rccovcrability assessment of PPL Energy Supply's investment in its
Pennsylvania coal-fired generation assets. In the fourth quarter of 2013, after updating its fundamental pricing models in
conjunction with the annual business planning process, management tested the Brunncr Island and Montour plants for
impairment and concluded neither plant was impaired as of December 31, 2013. The recoverabiliiy assessment is very
sensitive to forward energy and capacity price assumptions as well as forecasted operation and maintenance and capital
spending. Therefore, a further decline in forecasted long-term energy or capacity prices or changes in environmental laws
requiring additional capital or operations and maintenance expenditures, could negatively impact PPL Energy Supply's
operations of these facilities and potentially result in future impairment charges for some or all of the carrying value of these
plants. There were no events or changes in circumstances that indicated a recoverability assessment was required to be
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performed in 2014. The carrying value of ihesc assets was $2.6 billion as of December 31, 2014 ($1.4 billion for Brunncr
Island and $ 1.2 billion for Moniour).

PPL, PPL Energy Supply, LKE, LG&E and KU review goodwill for impairment at the reporting unit level annually or more
frequently when events or circumstances indicate that the carryingamount of a reporting unit may be greater than the unit's
fair value. Additionally, goodwill must be tested for impairment in circumstances when a portion of goodwill has been
allocated to a business to be disposed. PPL's, PPL Energy Supply's, LKE's, LG&E's and KU's reporting units are at the
operating segment level.

PPL, PPL Energy Supply, LKE, LG&E and KU may elect either to initially make a qualitative evaluation about the
likelihood of an impairment of goodwill or to bypass thequalitative 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 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 management
concludes it is more likely than not that the fair value of a reporting unit is less than the carrying amount based on the step
zero assessment.

If thecarryingamount 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 goodwill is less than the carrying amount, goodwill is writtendown to its implied fair value.

PPL (for its U.K. Regulated and Kentucky Regulated segments), and individually, LKE, LC&E and KU elected to perform
the qualitative step zero evaluation of goodwill in the fourth quaner of 2014 and determined that it was not more likely than
not that the fair values of their reporting units were less than their carrying values.

PPL, for its Supply segment, and PPL Energy Supply elected to bypass step zero and quantitatively tested the goodwill of
these reporting units for impairment in the fourth quarter of 2014 and no impairment was recognized.

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 life. Until the obligation is settled, the liability is increased through the
recognition of accretion expense classified within "Other operation and maintenance" on the Statements of Income to reflect
changes in the obligation due to the passage of time. The accretion and depreciation expenses recorded by LG&E and KU
arc recorded as a regulatory asset, such that there is no earnings impact.

Estimated ARC costs and settlement dates, which affect the carrying value of the ARC and the related capitalized a.sset, arc
reviewed periodically to ensure that any material changes arc incorporated into the latest estimate of the ARC. Any change
to the capitalized asset, positive or negative, is generally amortized over the remaining life of the associated long-lived asset.
See Note 19 for additional information on AROs.

Compensation and Benefits

Defined Benefits (All Registrants)

Certain PPL subsidiaries sponsor various defined benefit pension and other postreiirement plans. An asset or liability is
recorded to recognize the funded status of all defined benefit plans with an offsetting entry to AOCl or, for LG&E, KU and
PPL Electric, to regulatory assets or liabilities. Consequently, the funded status of all defined 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 if negative) to the
expected value to determine the new market-related value.
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PPL uses an accelerated amortization method for the recognition of gains and losses for its dcHned 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.

Sec Note II for a discussion of defined benefits.

Stock-Based Compensation

(All Registrants except LG&E and KU)

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 slock units and restricted stock units to directors. PPL grants most
stock-based awards in the first quarter of each year. PPL and its subsidiaries recognize 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 10 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 Supply, PPL Electric and LKE includes an allocation of PPL Services' expense.

Taxes

Income Taxes

(All Registrants)

PPL and its domestic subsidiaries file a 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 taken or expected to be taken in tax returns, valuation allowances on deferred tax assets
and whether the undistributed earnings of WPD arc considered indefinitely reinvested.

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 lax 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 morc-likcly-than-nol 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 financial 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 arc more likely than not to be
realized. The Registrants consider the reversal of temporary 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 lax
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.
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The Registrantsdefer investment tax credits when the credits are utilized and amortize the dcfcTTed amounts over the average
lives of the related assets.

The Registrants recognize interest and penalties in "Income Taxes" on their Statements of Income.

The Registrants record the receipt of grants related to assets as a reduction to the book basis of the property and the related
deferred income taxes as an immediate reduction to income tax expense.

See Note 5 for additional discussion regarding income taxes including management's conclusion that the undistributed
earnings of WPD are considered indefinitely reinvested. Based on this conclusion, PPL Global does not record U.S. taxes on
WPD's undistributed earnings.

(All Registrants except PPL Energy Supply)

The provision for PPL, PPL Electric, LKE, LG&E and KU's deferred income taxes for regulated assets is based upon the
raicmaking principles reflected in rates established by the regulators. TTie 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."

{All Registrants except PPL)

The income tax provision for PPL Energy Supply, PPL Electric, LKE, 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.

2014 2013

PPL Energy Supply $ lO-S S 44
PPL Electric (25) (19)
LKE 136 (28)
LC&E 74 (8)
KU 60 (27)

Taxes. Other Than Income (All Registrants)

The Registrants present sales taxes in "Other current liabilities" and PPL presents value-added taxes in "Taxes" on the
Balance Sheets. These taxes arc 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.

Other

Leases

(All Registrants)

The Registrants evaluate whether arrangements entered into contain leases for accounting purposes. See Note 9 for a
discussion of arrangements under which PPL Energy Supply, LG&E and KU are lessees for accounting purposes.

Fuel. Materials and SuDPlies

(All Registrants)

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.
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(All Registrants except PPL Electric)

"Fuel, materials and supplies" on the Balance Sheets consisted of the following at December 31.

PPL PPL Energy Supply LKE LG&E Kl^
2014 2013 2014 2013 2014 2013 2014 2013 2014 2013

Fuel $ 408 s 305 $ 243 S 163 $ 166 S 141 S 66 $ 64 S 100 $ 77

Natural gas stored underground (a) 62 49 7 2 54 48 54 48

Materials and supplies 366 348 205 193 91 89 42 42 49 47

Total

CO
LO

s 702 S 455 S 358 S 311 S 278 S 162 $ 154 S 149 S 124

(a) The majority of LKE's and LC&E's natural gas stored underground is held to serve retail customers.

Guarantees (AllRegistrants)

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 13 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 arc 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 AOCI.

Gains or losses relating to foreign currency transactions are recognized in "Other Income (Expense) - net" on the Statements
of Income. See Note 15 for additional information.

New Accounting Guidance Adopted (AllRegistrants)

Accounting for Obligations Resulting from Joint and Several Liability Arrangements

Effective January 1, 2014, the Registrants retrospectively adopted accounting guidance for the recognition, measurement and
disclosure of certain obligations resulting from joint and several liability arrangements when the amount of the obligation is
fixed at the reporting date. If the obligation is determined to be in the scope of this guidance, it will be measured as the sum
of the amount the reporting entity agreed to pay on the basis of its arrangements among its co-obligors and any additional
amount the reporting entity expects to pay on behalf of its co-obligors. This guidance also requires additional disclosures for
these obligations.

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

Accounting for the Cumulatiye Translation Adjustment upon Derecognition of Certain Subsidiaries or Groups of

Assets within a Foreign Entity or of an Investment in a Foreign Entity

Effective January 1, 2014, PPL prospectively adopted accounting guidance that requires a cumulative translation adjustment
to be released into earnings when an entity ceases to have a controlling financial interest in a subsidiary or group of assets
within a consolidated foreign entity and the sale or transfer results in the complete or substantially complete liquidation of the
foreign entity. For the step acquisition of previously held equity method investments that are foreign entities, this guidance
clarifies that the amount of accumulated other comprehensive income that is reclassificd and included in the calculation of a
gain or loss shall include any foreign currency translation adjustment related to that previously held investment.
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The initial adoption of this guidance did not have a significant impact on PPL; however, the impact in future periods could be
material.

Presentation of Unrecognized Tax Benefits When Net Operating Loss Carryforwards. Similar Tax Losses, or Tax

Credit Carryforwards Exist

Effective January 1, 2014, the Registrants prospeclively adopted accounting guidance that requires an unrecognized tax
benefit, or a portion of an unrecognized tax benefit, to be presented in the financial statements as a reduction to a deferred lax
asset for a net operating loss carryforward, a similar tax loss, or a tax credit carryforward. To the extent a net operating loss
carryforward, a similar tax loss, or a lax credit carryforward is not available at the reporting date under the lax law of the
applicable jurisdiction to settle any additional income taxes that would result from the disallowance of a tax position, or the
tax law of the applicable Jurisdiction does not require the entity to use, and the entity does not intend to use, the deferred tax
asset for such purpose, the unrecognized tax benefit should be presented in the financial statements as a liability and should
not be combined with deferred tax assets.

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

2. Segment and Related Information

(PPL)

PPL is organized into four segments: U.K. Regulated, Kentucky Regulated, Pennsylvania Regulated and Supply. PPL's
segments are split between its regulated and competitive businesses with its regulated businesses further segmented by
geographic location.

The U.K. Regulated segment consists of PPL Global which primarily includes WPD's regulated electricity distribution
operations, the results of hedging the translation of WPD's earnings from British pound sterling into U.S. dollars, and certain
costs, such as U.S. income taxes, administrative costs, and allocated financing costs.

The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution
operations of LC&E and KU, as well as LG&E's regulated distribution and sale of natural gas. In addition, certain financing
costs are allocated to the Kentucky Regulated segmenL

The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL
Electric.

The Supply segment consists primarily of PPL Energy Supply's wholesale, retail, marketing and trading activities, as well as
its competitive generation operations. In addition, certain financing and other costs are allocated to the Supply segment.

In June 2014, PPL and PPL Energy Supply, which primarily represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses into a new, stand-alone,
publicly traded company named Talen Energy. The transaction is expected to close in the second quarter of 2015. Upon
completion of this transaction, PPL will no longer have a Supply segment. See Note 8 for additional information.

"Corporate and Other" primarily includes financing costs incurred at the corporate level that have not been allocated or
assigned to the segments, as well as certain other unallocated costs, which is presented to reconcile segment information to
PPL's consolidated results.

Financial data for the segments are:

Income Statement Data 2014 2013 2012

Revenues from external customers by product
U.K. Regulated

Utility service (a) $ 2,5n s 2.359 S 2,289

Energy-related businesses 48 44 47

Total 2.621 2.403 2.336

Kentucky Regulated
Utility service (a) 3.168 2.976 2.759
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2014 2013 2012

Pennsylvania Regulated
Uiiiiiy service (a) 2.044 1,866 1,760

Supply
Energy (b) 3.051 3.936 4,816

Energy-related businesses 601 527 461

Total 3.652 4.463 5,277

Corporate and Other 14 13

Total 11.499 11,721 12,132

Intersegment electric revenues
Supply (c) 84 51 79

Depreciation
U.K. Regulated 337 300 279

Kentucky Regulated 354 334 346

Pennsylvania Regulated 185 178 160

Supply 297 299 276

Corporate and Other 47 31 26

Total 1.220 1,142 1.087

Amortization (d)
U.K. Regulated 17 19 15

Kentucky Regulated 25 22 27

Pennsylvania Regulated 19 19 18

Supply 163 156 126

Corporate and Other 4 6

Total 228 222 186

Unrealized (gains) losses on derivatives and other hedging activities (b)
U.K. Regulated (199) 44 52

Kentucky Regulated 12 12 11

Supply 12 ISO (36)

Total (175) 236 27

Interest Expense
U.K. Regulated 461 425 421

Kentucky Regulated 219 212 219

Pennsylvania Regulated 122 108 99

Supply 181 216 212

Corporate and Other 41 33

Total 1.024 994 951

Income from Continuing Operations Before Income Taxes
U.K. Regulated 1,311 993 953

Kentucky Regulated .501 484 263

Pennsylvania Regulated 423 317 204

Supply (b) (e) 246 (477) 589

Corporate and Other (0 (117) (57)

Total 2.364 1,260 2,009

Income Taxes (g)
U.K. Regulated 329 71 1.50

Kentucky Regulated 189 179 80

Pennsylvania Regulated 160 108 68

Supply 93 (174) 220

Corporate and Other (0 10 (21)

Total 781 163 518

Deferred income taxes and investment tax credits (h)
U.K. Regulated 94 (45) 26

Kentucky Regulated 449 254 136

Pennsylvania Regulated 87 127 114

Supply (110) (291) 141

Corporate and Other (0 36 32

Total 556 77 417
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2014 2013 2012

Net Income Attributable to PPL Sharcowners

U.K. Regulated 982 922 803

Kentucky Regulated 312 307 177

Pennsylvania Regulated 263 209 132

Supply (b) (c)(i) 307 (272) 414

Corr>oraie and Other (0 (127) (36)

Total S 1.7.37 $ 1.130 S 1..526

Ca.sh Flow Data 2014 2013 2012

Expenditures for long-lived assets
U.K. Regulated $ 1.438 S 1.280 S 1.016
Kentucky Regulated 1.262 1.4.34 768

Punn<>ylvania Regulated 957 942 633

Supply 431 568 736

Corporate and Other 66 59

Total S 4.154 S 4.283 s 3.153

As of December 31.

2014 2013

Balance Sheet Data

Total Assets

U.K. Regulated S 16.005 s 15.895

Kentucky Regulated 13.062 12.016

Pennsylvania Regulated 7.785 6.846

Supply 11.025 11.408

Corporate and Other (j) 987 94

Total $ 48.864 s 46.259

2014 2013 2012

Geographic Data
Revenues from external customers

U.K. $ 2.621 S 2.403 s 2.336

U.S. 8.878 9.318 9.796

Total $ 11.499 $ 11.721 s 12.132

As of December 31,

2014 2013

Long-Livcd Assets
U.K. S 11.942 s 11.384

U.S. 23.572 22.638

Total s 3.5.514 s 34,022

(a) Sec Note 1 for additional information on Utility Revenue.
(b) Includes unrealized gains and losses from economic activity. Sec Note 17 for additional information.
(c) See "PLR Contracts/Purchase of Accounts Receivable" in Note 14 for a discussion of the basis of accounting between reportable segments.
(d)

(c)

(0

(g)
(h)

(i)

0)

Represents non-cosh expense items (hoi include amonizotion of nuclear fuel, regulatory assets, debt discounts and premiums, debt issuance costs,
emission allowances and RECs.

201.1 includes a charge of S697 million (S413 million after tax) for the termination of the lease of the Colstrip coal-fired electric generating facility.
Sec Note 8 for additional information.

2014 includes most of the costs related to the anticipated .spinoff of PPL Energy Supply, including deferred income tax expense, transaction and
transition costs and separation benefits for PPL Services employees. See Note 8 for additional information.
Represents both current and deferred income taxes, including investment tax credits.
Represents a non-cash expense item that is also included in "Income Taxes."
2014 includes a gain of S237 million ($137 million after tax) on the sale of the Montana hydroelectric generating facilities. See Note 8 for additional
information.

Primarily consists of unallocated items, including cash. PP&E and the elimination of inicr-scgment transactions. Increase in 2014 was primarily due to
increased cash on hand.

(All Registrants except PPL)

PPL Energy Supply, PPL Electric, LKE, LG&E and KU each operate within a single reporiable segment.

3. Preferred Securities

(PPL)

In June 2012, PPL Electric redeemed all $250 million of its preference stock at par value, without premium.
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PPL is auihorizcd lo issue up lo 10 million shares of preferred slock. No PPL preferred stock was issued or oulsianding in
2014, 2013 or 2012.

(PPL Electric}

PPL Electric is authorized to issue up to 20,629,936 shares of preferred stock. No PPL Electric preferred stock was issued or
outstanding in 2014, 2013 or 2012. Prior to October 31, 2013, PPL Electric was authorized to issue up to 10 million shares
of preference stock. In June 2012, PPL Electric redeemed, at par, all 2.5 million shares of its outstanding 6.25% Scries
Preference Stock (Preference Shares), par value of $100 per share.

(LC&E)

LG&E is authorized to issue up lo 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 preferred stock issued or outstanding in 2014, 2013 or 2012.

(KU)

KU is authorized to issue up to 5,300,000 shares of preferred stock and 2,000,000 shares of preference stock without par value.
KU had no preferred or preference stock issued or outstanding in 2014, 2013 or 2012.

4. Earnings Per Share

(PPL)

Basic EPS is computed by dividing income available to PPL common shareowncrs by the weighted-average number of
common shares outstanding during the applicable period. Diluted EPS is computed by dividing income available to PPL
common shareowners by the weighted-average number of common shares outstanding, increased by incremental shares that
would be outstanding if potentially dilulive non-participating securities were converted to common shares as calculated using
the Treasury Stock Method or If-Converted Method, as applicable. Incremental non-participating securities that have a
dilulive impact are detailed in the table below.

Reconciliations of the amounts of income and shares of PPL common slock (in thousands) for the periods ended
December 31 used in the EPS calculation are:

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 lo PPL common
shareowners - Basic

Plus interest charges (net of tax) related to l^uity Units (a)
Income from continuing operations after income taxes available to PPL common
shareowncrs - Diluted

Income (loss) from discontinued operations (net of income taxes) available to PPL
common shareowncrs - Basic and Diluted

Net income attributable to PPL shareowners

Less amounts allocated to participating securities
t-css issuance costs on subsidiary's preferred securities redeemed
Net income available to PPL common shareowners - Basic

Plus interest charges (net of tax) related to t^uity Units
Net income available to PPL common shareowncrs - Diluted

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

Share-based payment awards (b)
Equity Units (a)
Forward sale agreements and purchase contracts (b)

Weighted-average shares - Diluted EPS
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2014 2013 2012

s l..'58.3

8

$ 1.096

6

S 1.486
8

6

I..57.5

9

1.090
44

1.472

$ 1.584 S 1.134 S 1.472

s 1.54 $ 34 s 40

s 1.737

9

$ 1.1.30

6

s 1..526

8

6

1.728

9

1.124

44

1.512

s 1.737 S 1.168 s 1.512

653.504 608.983 580,276

1.910

10.5.59

1.062

52.568

460

563

787

665.973 663.073 .581.626
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2014 2013 2012

Basic EPS

Available to PPL common shareowncrs:

Income from continuing operations after income taxes
Income (loss) from discontinued operations (net of income taxes)

$ 2.41 S

0.23

1.79

0.06

$ 2.55

0.06

Net Income S 2.64 S 1.85 S 2.61

Diluted EPS

Available to PPL common shareowncrs:

Income from continuing operations after income taxes
Income (loss) from discontinued operations (net of income taxes)

$ 2.38 S

0.23

1.71

0.05

s 2..54

0.06

Net InconK S 2.61 $ 1.76 s 2.60

(a) In 2014 and 2013. ihe ir-Convcncd Mcihod was applied to the Equity Units prior to sctllcnwni. Sec Note 7 for additional information on the Equity
Units, including the issuance of PPL common stock to settle the Purchase contracts.

(b) The Treasury Stock Method was applied to non-panicipating share-based payment awards, forward sale agreements and the 2010 Purchase Contracts
for 2012.

For ihe year ended December 31, PPL issued common stock related to stock-based compensation plans and DRIP as follows
(in thousands):

Stock-based compensation plans (a)
DRIP

2014

2,985
868

(a) Includes stock options exercised, vesting of performance units, vesting of restricted stock and restricted stock units and conversion of stock units
granted to directors.

For the years ended December 31, the following shares (in thousands) were excluded from the computations of diluted EPS
because the effect would have been antidilutive.

2014 2013 2012

Stock options 1.816
Performance units 5

Restricted stock units 31

4,446

55

29

5,293

58

5. Income and Other Taxes

(PPL)

"Income from Continuing Operations Before Income Taxes" included the following.

2014 2013 2012

S 1.1.57 $ 201 $ 1.000

1.207 1,0.59 1,009

S 2..364 $ 1,260 S 2,009

Domestic income

Foreign income
Total

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
ratemaking principles of the applicable jurisdiction. Sec 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:
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2014 2013

Deferred Tax Assets

Deferred investment tax credits (a) $ 63 S 137

Regulatory obligations 131 144

Accrued pension costs 298 140

Federal loss carryforwards \5\ 331

State loss carryforwards 304 304

Federal and state tax credit carryforwards (a) 209 332

Foreign capital loss canyforwards 446 467

Foreign loss carryforwards 6 6

Foreign - pensions 182 202

Foreign - regulator)' obligations 23 26

Foreign • other n 12

Contributions in aid of construction 138 137

Domestic - other 273 211

Unrealized losses on qualifying derivatives 46
Valuation allowances (700) (663)

Total deferred tax assets 1.581 1.786

Deferred Tux Liubilitics

Domestic plant - net (a) 4.453 4,073

Taxes recoverable through future rates 1.56 151

Unrealized gain on qualifying derivatives 28 37

Other regulatory assets 322 244

Rcacquired debt costs 31 34

Foreign plant - net 854 859

E)omestic - other 58 78

Total deferred tax liabilities 5.902 5.476

Net deferred tax liability $ 4.32! S 3.690

(a) During 2014. PPL accepted U.S. government grants for hydroelectric plant expansions resulting in reductions of investment tax credits previously
claimed and reductions in the carrying value of the related plants. See Note 8 for additional information.

Al December 31, PPL had the following loss and tax credit carryforwards.

2014 Exoiration

t-oss carryforwards
Federal net operating losses (a) S 432 2031-2032

State net operating losses (a) (b) 5.059 2017-2034

State contributions 33 201.5-2018

Foreign net operating losses (c) 29 Indefinite

Foreign capital losses (d) 2.231 Indefinite

Credit carryforwards
Federal investment tax credit 125 2025-2028

Federal alternative minimum tax credit 44 Indefinite

Federal - other 34 2016-2034

State - other 8 2022

Slate capital loss and foreign tax credit carryforwards were insignificant at December 31, 2014.

(a) Includes an insigniricani amount of federal and state net operating toss carryforN '̂ards from excess tax deductions related to stock compensation for
which a tax bcncnt will be recorded in Equity when realized.

(b) A valuation allowance of S238 million has been recorded against the deferred tax assets for these tosses.
(c) A valuation allowance of S6 million has been recorded against the deferred tax assets for these losses.
(d) A valuation allowance of S446 million has been recorded against the deferred tax assets for these losses.

Valuation allowances have been established for ihc amount that, more likely than not, will not be realized. The changes in
deferred tax valuation allowances were as follows:
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2013

2012

Balance al

Beginning
of Period

663

706

724

Additions

Charged
to Income

57

29

18

Charged to
Other

Accounts

10

Deductions

26

72 (a)
46 (a)

Balance

at End

of Period

700

663

706

(a) The rcduciions of the U.K. statutory income lax rate in 2013 and 2012 resulted in S67 million and S46 million in reductions in deferred tax assets and
the corresponding valuation allowances. See "Reconciliation of Income Tax Expense" below for more information on the impact of the U.K. Finance
Acts 2013 and 2012.

PPL Global docs not record U.S. iticome (axes on ihc undislribuied earnings of WPD, with the exception of certain financing
entities, as management has delcrmined that the earnings arc indefinitely reinvested. Historically, dividends paid by WPD
have been distributions from current year's earnings. WPD's long-term 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-term working
capital forecasts and capital expenditure projections for the foreseeable future do not require or contemplate distributions
from WPD in excess of some portion of future WPD earnings. The cumulative undistributed earnings arc included in
"Earnings Reinvested" on the Balance Sheets. The amounts considered indefinitely reinvested at December 31, 2014 and
2013 were $3.7 billion and $2.9 billion, respectively. If the WPD 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 in the event of repatriation to the U.S.

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 income" were as follows:

2014 2013 2012

income Tax Expense (Benefit)
Current - Federal

Current - State

Current - Foreign

S 43

30

1.52

S (91)

(4)
181

S (15)
(5)

121

Total Current Expen.se 225 86 101

Deferred - Federal

Deferred • State

Deferred • Foreign

.345

136

96

75

45

(53)

.547

too

35

Total Deferred Expense, excluding operating loss canyforwards .577 67 682

Investment tax credit, net - Federal (7) (8) (10)

Tax expense (benefit) of operating loss carryforwards
Deferred - Federal (a)
Deferred - State

8

(22)
36

(18)

(19.5)
(60)

Total Tax Expense (Benefit) of Operating Loss Carryforwards (14) 18 (255)
Total income taxes from continuing operations S 781 S 163 S 518

Total income tax expen.se - Federal
Total income tax expense - State
Total income tax expense • Foreign

s 389

144

248

$ 12

23

128

s 327

35

1.56

Total income taxes from continuing operations s 781 s 163 s 518

(a) A 2012 Federal income tax return adjustment was recorded in 2013 related to a reduction in the 2012 NOL recorded in the filed return. The reduction
was primarily due to PPL's decision, at the time of filing, to utilize regular modified accelerated cost recovery system (MACRS) depreciation rates for
certain non-regulated assets otherwise eligible for bonus tax depreciation.

In the table above, the following income lax expense (benefits) arc excluded from income taxes from continuing operations.
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2014 2013 2012

Discontinued operations S 109 S 18 S 23

Stock-bxsed compensation recorded to Additional Paid-in Capital (4) (2) (1)
Valuation allowance on state deferred taxes related to issuance costs of Purchase Contracts

recorded to Additional Paid-in Capital (2)
Other comprehensive income 190 159 (526)
Valuation allowance on state deferred taxes recorded to other comprehensive income (7)

Total $ 295 S 166 S (504)

2014 2013 2012

Reconciliation oflncome Tax Expense
Federal income tax on Income from Continuing Operations Before Income Taxes at
statutory tax rate - 35% $ 827 $ 441 $ 703

Increase (decrease) due to:

State income taxes, net of federal income tax benefit 41 (9) 25

State valuation allowance adjustments (a) 55 24 13

Impact of lower U.K. income lax rales (b) (167) (129) (110)
U.S. income lax on foreign earnings - net of foreign tax credit (c) 53 9 26

Federal and state tax rcserN-es adjustments (d) (1) (43) (1)
Federal and state income tax return adjustments (e) 2 (-'i) 16
Impact of the U.K. Finance Acts on deferred lax balances (b) (1) (97) (75)
Federal income tax credits (0 (1) (9) (11)
Depreciation not normalized (7) (8) (11)
State deferred tax rate change (g) (1) 15 (19)
Intercompany interest on U.K. financing entities (8) (10) (9)
Other (11) (16) (29)

Total increase (decrease) (46) (278) (18.5)
Total incoitK ta.xes from continuing operations $ 781 $ 163 S 518

ErTectivc inconte tax rale 33.09b 12.99b 2.^,8%

(a) As a result of the PPL Energy Supply spinoff announcement, PPL recorded S.SQ million deferred income lax expense during 2014 to adjust the
valuation allowanceon deferred tax assets prinurily for state net operating loss carryforwards that were previouslysupported by the futureearnings of
PPL Energy Supply. See Note 8 for additional information on the anticipated spinoff.

During 2013. PPL recorded S23 million of state defeired income tax expense related to a deferred tax valuation allowance primarily due to a decrease
in projected future taxable income at PPL Energy Supply over the remaining carryforward period of Pennsylvania net operating losses.

(b) The U.K. Finance Act 2013. enacted in July 2013. reduced the U.K. statutory income tax rate from 239b to 21% effective April I. 2014 and from 21%
to 20% effective April 1. 2015. As a result. PPL reduced its net deferred tax liabilities and recognized a deferred tax benefit during 2013 related to
both rate decrea,scs.

The U.K. Finance Act 2012. enacted in July 2012. reduced the U.K. statutory income tax rate from 25% to 24% retroactive to April I. 2012 and from
24% to 23% effective April I. 2013. As a result. PPL reduced its net deferred tax liabilities and recognized a deferred tax benefit during 2012 related
to both rate decreases.

(c) During 20)4. PPL recorded $47 million of income tax cxpcn.se primarily attributable to taxable dividends.

During 2013. PPL recorded S28 million of income tax expen.seresulting from increased taxable dividends offset by a $19 million income tax benefit
associated with a ruling obtained from the IRS impacting the recalculation of 2010 U.K. earnings and profits that was reflected on an amended 2010
U.S. tax return.

During 2012. PPL recorded a S23 million adjustment to federal income tax expense related to the recalculation of 2010 U.K. earnings and profits.
(d) In 1997. the U.K. imposed a Windfall Profits Tax (WPT) on privatized utilities, including WPD. PPL filed its federal inconK lax 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. lax purposes. As a result, and with the
finalizalion 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 Appealsfor the Third Circuit (Third Circuit). In December2011. the Third Circuit is.sucd its opinion reversingthe Tax Court's decision,
holding that the U.K. WPT is not a creditable tax. As a result of the Third Circuit's adverse deiemiination. PPL recorded a $39 million expense in
2011. In June 2012. the U.S. Court of Appeals for the Rfth 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 and oral argument was held in February 2013. On May 20. 2013. the Supreme Court reversed the Third Circuit's opinion and ruled that the
WPT is a creditable lax. As a result of the Supreme Court ruling. PPL recorded a tax benefit of $44 million during 2013. of which $19 million relates
to interest.

PPL recorded a tax benefit of $7 million during 2013 and $6 million during 2012 federal and state income tax reserves related to stranded cost
securiiization. The reserve balance at December 31. 2013 related to stranded costs sccuritization was zero.

(e) During 2012. PPL recorded $16 million in federal and state income tax expense related to the filing of the 2011 federal and state income tax returns.
Of this amount, S5 million relates to the reversal of prior years' state income lax benefits related to regulated depreciation. PPL changed its method of
accounting 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 sampling estimates for network assets. The IRS guidance provided a safe harbor method of determining whether
the repair expenditures for electric transtnission and distribution property can be currently deducted for tax purposes. PPL adopted the safe harbor
method with the filing of its 2011 federal income tax return.
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(0 During 2013 and 2012. PPL recorded deferred tax benefits related to investment tax credits on progress expenditures for the Holiwood hydroelectric
plant expansion. See Note 8 for additional infotrnaiion.

(g) During2014. 2013and 2012, PPLrecordedadjustments related to its December31 stale deferred lax liabilitiesas a result of annual changes in state
apportionment and the impact on the future estimated state income tax rate.

Taxes, other than ineome
State gross receipts
Foreign property
Domestic Other

Total

2014 2013 2012

s 147 S 135 S 135

157 147 147

70 69 70

s 374 S 351 S 352

(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 their basis for income tax purposes and the tax effects of net operating loss and lax
credit carryforwards.

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:

2014 2013

Deferred Tux As.sets

Deferred invesiriKni tax credits (a)
Accrued pension costs
Fcdcrjil loss carryforwards
Federal tax credit carr)'forwards (a)
Slate loss carryforwards
Other

Valuation allowances

Total deferred tax assets

Deferred Tax Liabilities

Plant - net (a)
Unrealized gain on qualifying derivatives
Other

Total deferred tax liabilities

Net deferred tax liability

S II S 84

98 39

22 28

13 131

79 80

79 69

(78) (78)

224 353

1.374 1.392

28 38

42 46

1.444 1.476

$ 1.220 s 1,123

(a) During 2014. PPL accepted U.S. government grants for hydroelectric plant expansions resulting in reductions of invesinKnt tax credits previously
claimed and reductions in the carrying value of the related plants. Sec Note 8 for additional information.

At December 31, PPL Energy Supply had the following lo.ss and lax credit carryforwards.

Loss carryforwards
Federal net operating losses
State net operating losses (a)

Credit carryforwards
Federal AMT credit

Federal • other

2014

63

1.228

Expiration

2031-2032

2018-2034

Indefinite

2031-2034

(a) A valuation allowance of $78 million has been recorded against the deferred tax assets for these losses.

Valuation allowances have been established for the amount that, more likely lhan not, will not be realized. The changes in
deferred lax valuation allowances were:
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Additions

2014

2013

2012

Balance al

Beginning
of Period

78

74

72

Charged
to Income

Charged to
Other

Accounts Deductions

Balance
at End

of Period

78

78

74

Details of the components of income lax expense, a reconciliation of federal income taxes derived from statutory lax 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 as follows:

2014 2013 2012

Income Tux Expense (Benefit)
Current - Federal

Current - State

S 28

13

S 118

16

S 74

19

Total Current Expense 41 134 93

Deferred - Federal

I!X:fcrred • State

66

II

(28.5)
(27)

187

7

Total l>;ferred Expense (Benefit), excluding operating loss carryforwards 77 (312) 194

Investment tax credit, net - federal (2) (3) (2)
Tax expense (benefit) of operating loss carryforwards

Deferred • Federal (a)
Deferred - State

22 (48)

(1)
Total Tax Expense (Benefit) of Operating Ijjss Carryforwards 22 (49)

Total income taxes (benefits) from continuing operations (b) s 116 S (1-19) s 236

Total income tax expense (benefit) • Federal
Total income lax expense (benefit) - State

s 92

24

$ (148)

(II)

s 211

2.1

Total income taxes (benefits) from continuing operations (b) s 116 s (1.19) s 236

(a)

(b)

A 2012 federal income tax rclum adjusinKni was recorded in 2013 related to a reduction in the 2012 NOL recorded in the filed rctum. The reduction
was primarily due to PPL's decision, at the time of filing, to utilize regular MACRS depreciation rates for cenain non-regulated assets otherwise
eligible for bonus tax depreciation.
Excludes current and deferred federal and state lax expense recorded to Discontinued Operations of SI09 million. SI7 million and $27 million in 2014.
2013 and 2012. Also excludes federal and state tax expen.sc (benefu) recorded to OCI of $(.S6) million. $47 million and S(267) million in 2014. 2013
and 2012.

2014 2013 2012

Reconciliution of Income Tax Expense
Federal inconx: tax on Inconx: (l-oss) from Continuing Operations Before Inconjc Taxes at
statutory tax rate - 3.1% S 106 $ (147) S 233

Increase (decrease) due to;
State income taxes, net of federal income tax benefit 17 (24) 30

Slate deferred tax rate change (a) (1) 1.1 (19)
Federal incoiiK tax credits (b) (8) (11)
Other (6) 5, 3

Total increase (decrease) to (12) 3

Total income taxes from continuing operations s 116 $ (1.19) S 236

EITcctive income tax rate 38.3% 37.9% 3.1..1%

(a) During 2014. 2013 and 2012. PPL Energy Supply recorded adjustments related to its December 31 state deferred lax liabilities as a result of annual
changes in state apportionment and the impact on the future estimated state incoitx: tax rate.

(b) During 2013 and 2012. PPL Energy Supply recorded deferred tax benefits related to investment tax credits on progrc.ss expenditures for the Holtwood
hydroelectric plant expansion. See Note 8 for additional infonnation.

Ta.xcs, other than income
State gross receipts
State capital stock
Property and other

Total
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1 1 5

11 1.1 1.1

$
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(PPL Electric)

The provision for PPL Eleclric'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 Elcctric's deferred income tax assets and liabilities were as follows.

2014 2013

Deferred Tax Assets

Accrued pension cosis S 85 S 42

Contributions in aid of construction NO 109

Regulatory obligations 39 38

State loss carryforwards 30 35

Federal loss carryforwards 51 72

Other 54 45

Total deferred tax assets 369 341

Deferred Tux Liubillties

Electric utility plant - net 1.453 1.366
Taxes recoverable through future rates 132 129

Rcacquircd debt costs 20 23

Other regulatory assets 173 129

Other 16 8

Total deferred tax liabilities 1.794 1.6.55

Net deferred tax liability S 1.425 S 1.314

At December 31, PPL Electric had the following loss carryforwards.

2014 Expirution

Loss carryforwards
Federal net operating losses S 146 2031-2032

State net operating losses 467 2030-2032

Credit and state contribution carryforwards were insignificant at December 31, 2014.

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 as follows:

2014 2013 2012

Income Tux Expense (Bcncflt)
Current - Federal

Current - Slate
S 60 $

15

(15)

(4)

S (28)
(18)

Total Current Expense (Benefit) 75 (19) (46)
Deferred - Federal

Deferred - State

70

16

109

16

162

42

Total Deferred Expense, excluding operating loss carryforwards 86 125 204

InvestnKnt lax crediu net - Federal (1) (I) (I)
Tax expense (benefit) of operating loss carrj'forwards

Deferred - Federal

Deferred - Stale

4

(1)

(72)

(17)
Total Tax Expense (Benefit) of Operating Loss Carryforwards 3 (89)

Total income tax expense s 160 S 108 s 68

Total income tax expense - Federal
Total income tax expense - Slate

s 129 $

31

97

11

s 61

7

Total income tax expense s 160 $ 108 s 68
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2014 2013 2012

Reconciliation of Income Taxes

Federal income tax on Income Before Income Taxes at statutory tax rate - 35% $ 148 $ III S 71

Increase (decrease) due to:
State income taxes, net of federal income tax benefit 22 16 9

Federal and state tax reserves adjustments (a) (1) (9) (8)
Federal and stale income tax return adjustments (b) 1 (1) 7

(Depreciation not normalized (6) (6) (8)
Other (4) (3) (3)

Total increase (decrease) 12 (3) (3)

Total income tax expense S 160 S 108 S 68

Effective income tux rate 37.8% 34.1% 33.3%

(a) PPL Electric recorded a tax benefit ofS7 million during 2013 and $6 million during 2012 to federal and stale income lax reserves related to stranded
cost sccuritization. The rescr\'e balance at December 31, 2013 related to stranded costs securitizalion was zero.

(b) PPL Electric changed its method of accounting 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 sampling estimates for network assets. The IRS guidance provided a safe harbor
method of determining whether the repair expenditures for cicetrie transmission and distribution property can be currently deducted for tax purposes.
PPL Electric adopted the safe harbor method with the filing of its 2011 federal income tax return and recorded a S5 million adjustment to federal and
state income tax expense in 2012 resulting from the reversal of prior years' state income tax benefits related to regulated depreciation.

Taxes, other than income
State gross receipts
Other

Total

(LKE)

2014 2013 2012

$ 102 $

00

101

5 5 4

S 107 S 103 $ 105

The provision for LKE'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 CAAP 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 Tux Assets

Net operating loss cairyforward
Tax credit carryforwards
Regulatory liabilities
Accrued pension costs
Capital loss carryforward
lncon)c taxes due to customers

[X:feiTed investment tax credits

Derivative liability
Other

Valuation allowances

Total deferred tax assets

Deferred Tux Iviabililies

Plant • net

Regulatory assets
Other

Total deferred tax liabilities

Net deferred tax liability

2014 2013

$ 82 S 222

182 179

92 107

53 26

4

20 23

51 52

45 14

44 43

(4)
569 666

1.639 1.327

143 133

12 12

1.794 1.472

$ 1,225 $ 806

LKE expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.

At December 31, LKE had the following loss and tax credit carryforwards.
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Loss carryforwards
Federal net operating losses
State net operating losses
State capital losses

Credit carryforwards
Federal investment tax credit

Federal alternative minimum tax credit

Federal • other

State • other

Changes in deferred tax valuation allowances were:

2014

2013

2012

Balance at

Beginning
of Period Additions

2014

Deductions

132

927

I

125

30

27

(a)
(a)

Expiration

2031-2032

2028-2032

2016

2025-2028

Indefinite

2016-2034

2022

Balance

at End

of Period

(a) Primarily related to the expiration of state capital loss carryforwards.

Detailsof 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 IncomeTaxes" to income taxes for reporting purposes, and
details of "Taxes, other than income" were:

2014 2013 2012

Income Tax Expense (Benefit)
Current - Federal $ (247) S (.'i9) S (32)
Current - State 8 10 •7

Total Current Expense (Benefit) (239) (49) (30)
Deferred - Federal 437 244 185

Deferred • State 23 20 15

Total Deferred Expense, excluding benefits of operating loss carryforwards 460 264 200

Investment tax credit, net - Federal (4) (4) (6)
Tax benefit of operating loss carryforwards

Deferred - Federal (8) (4) (46)
Deferred • State (1) (12)

Total Tax Benefit of Operating Loss Carryforwards (8) (5) (58)
Total income tax expense from continuing operations (a) S 209 $ 206 S 106

Total income tax expense - Federal S 178 $ 177 S 101

Total income tax expense - State 31 29 5

Total income tax expense from continuing operations (a) S 209 $ 206 S 106

(a) Excludes current and deferred federal and state tax expense (benefit) recorded to Discontinued Operations of less than i»l million in 2014. SI million in

2013, and S(4) million in 2012. Also, excludes deferred federal and state tax expense (benefit) recorded to OCl of S(36) million in 2014. $18 million
in 2013 and 5(12) million in 2012.

2014 2013 2012

Reconciliation of Income Taxes

Federal income tax on Income Before Income Taxes at

statutory lax rate - 35% S 194 $ 193 S 116

Increase (decrease) due to;
State income taxes, net of federal income tax benefit 20 20 6

Amortization of investment tax credit (4) (4) (6)
Net operating loss carryforward (a) (9)
Other (1) (3) (1)

Total increase (decrease) 15 13 (10)

Total inconte lax expense from continuing operations S 209 $ 206 S 106

Effective income tax rate 37.8% 37.4% 32.0%

(a) During 2012. LKE recorded adjustments to deferred taxes related to net operating loss carryfoiwards based on income tax return adjustments.
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Taxes, other than income
Property and other

Total

(LG&E)

The provision for LG&E's deferred income laxes for regulated assetsand liabilities is based upon the ratemaking principles
reflected in rales established by the KPSC and the FERC. The difference in the provision for deferred income laxes for
regulaled 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 lax assets and liabilities were as follows:

Deferred Tax Assets

Rcgulaiory liabilities
Deferred investment tax credits

Income taxes due to customers

[!>crivativc liability
Other

Total deferred tax assets

Deferred Tax Liabilities

Plant - net

Regulatory assets
Accrued pension costs
Other

Total deferred tax liabilities

Net deferred tax liability

2014 2013 2012

S 52 $ 48 S 46

cn

n

48 $ 46

2014 2013

$ 51 S 59

14 15

18 19

32 14

9 14

124 121

698 585

90 83

28

8

24

8

824 700

$ 700 $ 579

LG&E expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.

At December 31, 2014, LG&E had $4 million of state credit carryforwards that expire in 2022.

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:

2014 2013 2012

Income Tax Expense (Bcncfil)
Current • Federal

Current - .State
$ (25) $

10

52

16

S (2)
3

Total Current Expense (Benefit) (15) 68 1

t!)efcrrcd • Federal

Deferred - State

114

6

33

(2)
65

6

Total Deferred Expense, excluding benefits of operating loss carryforwards 120 31 71

Investment tax credit, net - Federal (2) (2) (3)
Tax benefit of operating loss carryforwards

t>;feiTcd - Federal (3)
Total Tax Benefit of Operating Loss Carryforwards (3)

Total income tax expense S 103 S 94 s 69

Total income tax expense - Federal
Total income tax expense - Slate

S 87 $

16

80

14

s 60

9

Total income tax expense s 103 S 94 s 69
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2014 2013 2012

Reconciliation of Income Taxes

Federal income tax on Income Before Inconic Taxes at

statutory tax rate - 3.S% S 9.1 S 90 S 67

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

Amortization of investment tax credit

Other

10

(2)
10

(2)
(4)

.1

(3)

Total increase (decrease) 8 4 2

Total income tax expense s 10.3 $ 94 s 69

Effective income tax rate 37.9%

2014

36.6%

2013

3.1.9%

2012

Taxc.s other than income
Property and other s 2.S s 24 s 23

Total s 2.1 s 24 s 23

(KU)

The provision for KU'sdeferred 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 CAAP is deferred and
included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.

Significant components of KU's deferred income lax assets and liabilities were as follows:

Deferred Tux Assets

Regulatory liabilities
Deferred investment tax credits

Net operating loss canyforward
Income taxes due to customers

Derivative liability
Other

Total deferred tax assets

Deferred Tux Liabilities

Plant • net

Regulatory assets
Other

Total deferred tax liabilities

Net deferred tax liability

2014 2013

41 47

37 38

23

2 4

13

7 8

100 120

922 721

.13 .10

7 4

982 775

S 882 S 655

KU expccls 10 have adequate levels of laxable income to realize its recorded deferred income tax assets.

At December 31, 2014, KU had $4 million of slate credit carryforwards that expire in 2022.

Details of the components of income lax 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:

2014 2013 2012

Income Tux Expense (Benefit)
Current • Federal

Current - State
S (9.1) $

6

51 S

12

(20)

(1)
Total Current Expense (Benefit) (89) 63 (21)

Deferred - Federal 212 66 III

Deferred • State 14 8 II

Total Deferred Expense, excluding benefits of operating loss carryforwards 226 74 122
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2014 2013 2012

Invcsimcnt lax credit, net - Federal (2) (2) (3)
Tax benefit of operating loss carryforwards

Deferred - Federal (3) (20)
Total Tax Bcncfii of Operating Loss Carryforwards (3) (20)

Total income tax expense (a) S 13.1 $ 132 S 78

Total income tax expense - Federal
Total income tax expense - State

S 11.1

20

S 112

20

S 68

10

Total income tax expense (a) s 13.1 $ 132 s 78

(a) Excludes deferred federal and state tax expense (tKnefit) recorded to OCI of less than $(l) million in both 2014 and in 2013 and SI million in 2012.

2014 2013 2012

Reconciliation of Income Ta.\cs

Federal income tax on Income Before Income Taxes at

statutory tax rate - 3.'5% s 124 S 126 s 7.1

Increase (decrease) due to:
State income taxes, net of federal incontc lax benefit

Amortization of invesinKnt tax credit

Other

13

(2)

14

(2)
(6)

6

(3)

Total increase (decrease) 11 6 3

Total income tax expense s 13.1 s 132 s 78

EfTeclivc ineunte ta.v rule 38.0%

2014

36.7%

2013

36.3%

2012

Ta.\c.s, other than income
Property and other s 27 $ 24 s 23

Total s 27 $ 24 s 23

Unrecognized Tax Benefits (All Regisiranis)

Changes to unrecognized lax benefits were as follows:

2014 2013

PPL

Beginning of period
Additions based on tax positions of prior years
Reductions based on tax positions of prior years
Settlements

Lapse of applicable statute of limitation

$ 22

1

(2)

(1)

S 92

3

(32)

(30)

(11)
End of period S 20 S 22

PPL Kncrcv SuodIv

Beginning of pcriixl
Reductions based on tax positions of prior years

S 15 s 30

(15)
End of period s 1.1 s 1.1

PPL Electric

Beginning of period
Reductions based on tax positions of prior years
Lapse of applicable statute of limitation

s 26

(17)
(9)

End of period s

LKE's, LG&E's and KU's unrecognized tax benefits and changes in those unrecognized lax benefits are insignificant at
December 31, 2014 and December 31, 2013.

At December 31, 2014, it was reasonably possible that during the next 12 months the lotal amouni of unrecognized tax
benefits could increase or decrease by the following amounts. For PPL Electric, LKE, LG&E and KU, no significant
changes in unrecognized tax benefits are projected over the next 12 months.

increase Decrca.se

PPL

PPL Energy Supply
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These potential changes could result from subsequent recognition, derecognition and/or changes in the measurementof
uncertain tax positionsrelated to thecreditability of foreign taxes, the timing and utilization of foreign taxcredits and the
related impact on alternative minimum tax and other credits, the timing and/or valuation of certain deductions, intercompany
transactions and unitary filinggroups. The events that could cause thesechangesare direct settlements with taxing
authorities, litigation, legal or administrative guidance by relevant taxing authorities and the lapse of an applicable statute of
limitation.

At December 31, the total unrecognized tax benefits and related indirect effects that, if recognized, would decrease the
effective tax rate wereas follows. The amounts for PPL Electric, LK.E, LG&E and KU were insignificant.

2014 2013

PPL $ 19 S 21
PPL Energy Supply 14 |4

At December 31, the following receivable (payable) balances were recorded for interest related to tax positions. The amounts
for PPL Electric, LKE, LG&E and KU were insignificant.

2014 2013

PPL $ 14 S 15
PPL Energy Supply 16 15

The following interest expense (benefit) was recognized in income taxes. The amounts for LKE, LG&E and KU were
insignificant.

2014 2013 2012

PPL SIS (30) S (4)
PPL EnergySupply (I) 5 (4)
PPL Elcclric (7) (4)

PPL or its subsidiaries file tax returns in five major taxjurisdictions. The income tax provisions for PPL Energy Supply, PPL
Electric, LKE, LG&E and KU are calculated in accordance withan intercompany tax sharing agreement which provides that
taxable income be calculated as if each domestic subsidiaryfiled a separateconsolidated return. Based on this tax sharing
agreement, PPL Energy Supplyor its subsidiaries indirectly or directly file tax returns in three major taxjurisdictions, PPL
Electric or its subsidiaries indirectly or directly file tax returns in two major lax jurisdictions, and LKE, LG&E and KU or
their subsidiaries indirectly or directly file tax returns in two major taxjurisdictions. With fewexceptions, at December 31,
2014, these jurisdictions, as well as the tax years thai are no longer subject to examination, were as follows:

PPL

PPL EnergySupply PPL Electric LKE LG&E KU
U.S. (federal) l997andprior l997andprior l997andprior 10/31/2010 and prior IO/3l/20IOand prior 10/31/2010 and prior
Pennsylvania (state) 2010 and prior 2010 and prior 2008 and prior
Kentucky (state) 2009and prior 2010and prior 2010and prior 2010and prior
Montana (.state) 2010 and prior 2010 and prior
U.K. (foreign) 2011 and prior

6. Utility Rate Regulation

Regulatory Assets and Liabilities

(All Registrants except PPL Energy Supply)

As discussed in Note I and summarized below, PPL, PPL Electric, LKE, LG&E and KU reflect the effects of regulatory
actions in the financial statements for their cost-based rate-regulated utility operations. Regulatory assets and liabilities are
classified as current if, upon initial recognition, the entire amount related to that item will be recovered or refunded within a
year of the balance sheet date.

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. See Note I for additional information.
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{PPL, IKE, LG&E and KU)

LC&E is subject to thejurisdiction of the KPSC and FERC, and KU is subject to thejurisdictionof the KPSC, FERC, VSCC
and TRA.

LG&E's and KU's Kentucky base ralesare calculated based on a return on capitalization (common equity, long-term debt and
short-term debt) including adjustments for certain net investments and costs recovered separately through other means. As
such, LG&E and KU generally earn a return on regulatory assets.

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 withan 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'sacquisition date
meet the recognition criteria established by existing accounting guidance and eliminate any rale-making impact of the fair
value adjustments. LG&E's and KU'scustomer rales will continue to reflect the original contracted prices for these contracts.

(PPL LKE and KU)

KU's Virginia base rates arc calculated based on a return on rate base (net utility plant plus working capital lessdeferred
taxes and miscellaneous deductions). All regulatory assets and liabilities, except the levelized fuel factor, arc 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 rales to municipal customers for wholesale requirements are calculated ba.sed 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 arc excluded from the return on rate base utilized in the development of municipal rates.
Therefore, no return is earned on the related assets.

(PPL and PPL Electric)

PPL Elcctric's distribution base rates are calculated based on a return on rale base (net utility plant plusa cash working
capital allowance less plant-related deferred taxes and other miscellaneous additions and deductions). PPL Eleclric's
transmission revenues are billed in accordance witha FERCtariff that allows for recovery of transmission costs incurred, a
return on transmission-related plant and an automatic annual update. Sec "Transmission Formula Rate" below for additional
information on this tariff. All regulatory assets and liabilities arc excluded from distribution and transmission return on
investment calculations; therefore, generally no return is earned on PPLElcctric's regulatory assets.

(All Registrants except PPL Energy Supply)

The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility
operations at December 31.

Current Regulatory Assets:
Environmental cost recovery
Gas supply clause
Fuel adjustment clause
E)cmand side management
Transmission service charge
Other

Total current regulatory assets
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2014 2013 2014 2013

s 5 S 7

15 10

4 2

6 S 6

7 6 6 $ 6

s 37 s 33 S 12 S 6
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Noncurrenl Regulatory Assets:
Defined benefit plans
Taxes recoverable through future rates
Siomi costs

Unamonized loss on debt

Interest rate swaps
Accumulated cost of removal of utility plant
AROs

Other

Total noncurrenl regulatory assets

Current Regulatory Liabilities;
Generationsupplycharge
Gas supply clause
Transmission service charge
Transmission formula rate
Fuel adjustment clause
Universal service rider
Storm damage expense
Gas line tracker
Other

Total current regulatory liabilities

Noncurrenl Regulatory Liabilities:
Accumulated cost of removal of utility plant
Coal contracts (a)
Power purchase agrccnKnt - OVEC (a)
Net deferred tax assets

Act 129 compliance rider
Defined benefit plans
Interest rate swaps
Other

Total noncuirenl regulator)' liabilities

Current Regulatory Assets:
Environmental cost recovery
Gas supply clause
Fuel adjustment clause
Demand side management
Other

Total current regulatory assets

Noncurrenl Regulatory Assets:
IX'fined benefit plans
Storm costs

Unamortizcd loss on debt

Interest rate swaps
AROs

Other

Total noncurrenl regulator)'assets

Cuirent Regulatory Liabilities:
IXmand side management
Gas supply clause
Fuel adjustn>cnt clause
Gas line tnicker

Other

Total current regulatory liabilities
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2014

LKE

5 S

15

4

25 S

348

78

28

122

79

10

665

15

2013

7

10
->

27

252

94

28

44

44

12

474

3
4

6

I

14

192

PPL PPL Electric

2014 2013 2014 2013

s 720 s 509 S 372 S 257
316 306 316 306
124 147 46 53
77 85 49 57

122 44

114 98 114 98
79 44

10 13 I

s 1.562 s 1.246 s 897 S 772

s 28 s 23 $ 28 s 23

6 3

42 20 42 20
4

10 10
3 14 3 14

3 6

9 2 3 1

s 91 s 90 $ 76 s 76

s 693 s 688

59 98

92 100

26 30

18 15 s 18 s 15
16 26

84 86

4 5

s 992 s 1.048 s 18 s 15

LG&E

2014

21

215

43

18

89

28

4

397

10

2013

2

10
2

3

17

164

51

18

44

21

5

303

KU

2014

133

35

10

33

51

6

268

5 S

2013

10

43

10

23

7

171
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LKE LC&E KU
2014 2013 ^4 2013 2014 2013

Noncurreni Regulator)' Liabilities:
Accumulated cost of removal

of utility plant
Coal contracts (a)
Power purchase agreement - OVEC (a)
Net defcrrcd tax assets

l^Xifincd benefit plans
Interest rate swaps
Other

Total noncurrcnt regulatoryliabilities

s 693 $ 688 S 302 S 299 S 391 S 389
59 98 25 43 34 55
92 too 63 69 29 31
26 30 24 26 4
16 26 16 26
84 86 42 43 42 43

4 5 1 •) -) 3
s 974 S 1.033 s 458 s 482 s 516 S 551

(a) These liabilities were recorded as offsets to certain intangible assets that were recorded at fair value upon the acquisition ofLKE by PPL

Following is an overview ofsclccicd regulatory assets and liabiliiics detailed in the preceding tables. Specific developments
with respect to certain of these regulatory assets and liabilities arc discussed in "Regulatory Matters."

(AllRegistrants exceptPPL EnergySupply)

Defined Benefit Plans

Defined benefit plan regulatory assets and liabilities represent the portion ofunrecognized 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 generally, are amortized over the average remaining service lives ofplan participants.
These regulatory assets and liabilities are adjusted at least annually or whenever the funded status ofdefined benefit plans is
rc-mcasured. Of the regulatory asset and liability balances recorded, costsof $58 million for PPL, $18 million for PPL
Electric, $40 million for LKE, $25 million for LG&E and $15 million for KU arc expected to be amortized into net periodic
defined benefit costs in 2015.

Storm Costs

PPL Electric, LC&E and KU have the ability to request from the PUC, KPSC and VSCC, as applicable, the authority to treat
expenses related to specific extraordinary storms as a regulatory asset and defer such costs for regulatory accounting and
reporting purposes. Once such authority is granted, LG&E and KU can request recovery ofthose expenses in a base rate case
and begin amortizing the costs when recovery starts. PPL Electric can recover qualifying expenses caused by major storm
events, as defined in its retail tariff, over three years through the Storm Damage Expense Rider commencing in the
application yearafter the storm occurred. LG&E's and KU's storm costs are being amortized through various datesending in
2020.

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 and recovered over either the original life ofthe extinguished debt or the life of the replacement debt (in the
case of refinancing). Such costs are being amortized through 2029 for PPL Electric, 2035 for LG&E and through 2040 for
PPL, LKE and KU.

Accumulated Cost of Removal of Utility Plant

LC&E and KU accrue for costs ol removal through depreciation expense with an offsetting credit to a regulatory liability.
The regulatory liability is relieved as costs are incurred. See Note 1 for additional information.

PPL Electric does not accrue forcosts of removal. Whencosts of removal are incurred, PPL Electric records the deferral of
costs asa regulatory asset. Such deferral is included in rates and amortized over the subsequent five-year period.
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(PPL and PPL Electric)

Generation SuopIv Charge

The generation supply charge is acost 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 ofthe acquisition process. In
addition, the generation supply charge contains areconciliation mechanism whereby any over- or under-recovcry from prior
quarters is refunded to, or recovered from, customers through the adjustment factor determined for the subsequent quarter.

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 customers, who receive basic generation supply service through the PUC-approved TSC cost recovery
mechanism. The TSC contains a reconciliation mechanism whereby any over- orunder-recovery from customers is either
refunded to, or recovered from, customers through the adjustment factor determined for the subsequent year.

Transmission Formula Rate

PPL Electric s transmission revenues arc 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 regulatory liability.

Universal Service Rider (USR)

PfU Electric sdistribution rates permit recovery of applicable costs associated with the universal service programs provided
to PPL Electrics residential customers. Universal service programs include low-income programs, such as OnTrack and
Winter Relief Assistance Program (WRAP). OnTrack isa special payment program for low-income households within the
federal poverty level that have difHculty 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 other community programs
and services. The WRAP program reduces electric bills and improves living comfort for low-income customers by providing
services such as weatherization measures and energy education services. The USR is applied to distribution charges for each
customer who receives distribution service under PPLElectric's residential service rateschedules. The USR contains a
reconciliation mechanism whereby any over- orunder-recovery from the current year is refunded to or recovered from
residential customers through the adjustment factor determined for the subsequent year.

Storm Damage Expense

In accordance with the PUCs December 2012 final rale case order, PPL Electric proposed the establishment ofa Storm
Damage Expense Rider (SDER) with the PUC. In April 2014, the PUC issued a final order approving the SDER with a
January I, 2015 effective date. On June 20, 2014, the Office of Consumer Advocate (OCA) filed apetition requesting the
Commonwealth Court of Pennsylvania to reverse and remand the April 2014 order, which petition remains outstanding. On
January 15, 2015, the PUC issued an order modifying the effective date ofthe SDER to February I,2015. See below under
"Regulatory Matters - Pennsylvania Activities" for additional information on the SDER.

Taxes Recoverable through Future Rates

Taxes recoverable through future rates represent the portion offuture 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 arc incurred.
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Act 129 Compliance Rider

In compliance with Pennsylvania's Act 129 of 2008 and implementing regulations. Phase 1of PPL Eleciric's energy
cfHciency and conservation plan was approved by aPUC 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 I, 2010 through May ^1 2013
Phase II of PPLs energy efficiency and conservation plan allows PPL Electric to recover the maximum $185 million cost of"
the program over the three year period June 1, 2013 through May 31, 2016. 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
dismbution 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. Sec below under "Regulatory
Matters - Pennsylvania Activities" for additional information on Act 129.

(PPL LKE, LG&Eand KU)

Environmental Cost Recovery

Kentucky law permits LG&E and KU to recover the costs, including areturn of operating expenses and areturn of and on
capital invested, of complying with the Clean Air Act and those federal, state or local environmental 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 timing or adjustments to the
mechanism and is typically recovered within 12 months. As aresult of the settlement agreement in the 2012 rale case,
beginning in 2013, LG&E and KU began receiving a 10.25% return on equity for all ECR projects included in the 2009 and
2011 compliance plans. In 2012 and 2011, LG&Eand KU were authorized to receive a10.63% return on equity for projects
associated with the 2009 compliance plan and a 10.10% return on equity for projects associated with the 2011 compliance
plan.

Gas SuddIv Clause

LG&Es natural gas rates contain agas 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&E's rates, subject to approval by the KPSC. The
gas supply clause includes a separate natural gas procurement incentive mechanism, 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 under- or over-recovered due to timing or adjustments to the mechanisms and are typically
recovered within 18 months.

Fuel Adiustment Clauses

LG&E sand KU sretail electric rates contain afuel adjustment clause, whereby variances in the cost of fuel to generate
electricity, 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 adjustment clause and, to the extent appropriate, reestablish the fuel charge included in base rates.
The regulatory assets or liabilities represent the amounts that have been under- or over-recovered due to timing or
adjustments to the mechanism and arc typically recovered within 12 months.

KU also employs alevelized 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.
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Demand Side Management

LG&E sand KU's DSM programs consist of energy efncicncy programs which are intended to reduce peak demand and
delay the investment in additional power plant construction, provide customers with tools and information to become better
managers of their energy usage and prepare for potential future legislation governing energy efficiency. LG&E's and KU's
rates contain aDSM provision which includes arate recovery mechanism that provides for concurrent recovery of DSM
costs, and allows for the recovery of DSM revenues from lost sales associated with the DSM programs. Additionally, LG&E
and KU earn an approved return on equity for capital expenditures associated with the residential and commercial load
management/demand conservation programs. The cost ofDSM programs is assigned only to the class or classes of
customers that benefit from the programs.

Interest Rate Swaps

(PPL, LKE. LG&E and KU)

Periodically, LG&E and KU enter into forward-starting interest rate swaps with PPL that have terms identical to forward-
starting swaps entered into by PPL with third parties. Net realized gains and losses on all of these swaps are probable of
recovery through regulated rates; as such, any gains and losses on these derivatives arc included in regulatory assets or
liabilities and will be recognized in "Interest Expense" on the Statements of Income over the life of the underlying debt at the
time the underlying hedged interest expense is recorded. At December 31. 2014, the total notional amount offorward
starling interest rate swaps outstanding was $1 billion (LG&E and KU each held contracts of $500 million). The swaps range
in maturity through 2045. There were no forward starling interest rate swaps outstanding at December 31, 2013. Net cash
settlements of $86 million were received on swaps that were terminated in 2013 (LG&E and KU each received $43 million).
Net realized gains on these terminated swaps will be returned through regulated rates. As such, the net settlements were
recorded in regulatory liabilities and arc being recognized in "Interest Expense" on the Statements of Income over the life of
the new debt which matures in 2043. See Note 17 for additional information related to the forward-starting interest rate
swaps.

(PPL LKE and LG&E)

In addition to the hedges terminated as a result of the debt issuance, realized amounts associated with LG&E's interest rate
swaps, including a terminated swap contract from 2008, are recoverable through rates based on an order from the KPSC,
LG&E's unrealized losses and gains arc recorded as aregulatory 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 gain or loss related to the 2008 terminated swap contract is to be recovered through 2035.

AROs

As discussed in Note 1, the accretion and depreciation expenses related to LG&E's and KU's AROs are recorded as a
regulatory asset, such that there is no earnings impact. When an asset with an ARC is retired, the related ARC regulatory
asset is offset against the associated cost ofremoval regulatory liability, PP&E and ARC liability.

Gas Line Tracker

In the 2012 rate case order, the KPSC approved the GLT rate recovery mechanism. The GLT authorizes LG&E to recover its
incremental operating expenses, depreciation and property taxes, and to earn a 10.25% return on equity for capital associated
with the five year gas service riser, leak mitigation and customer service line ownership programs. As part of this program,
LG&E makes necessary repairs and assumes ownership of natural gas lines. LG&E annually files projected costs in October
to become effective on the first billing cycle in January. After the completion of aplan year, LG&E submits abalancing
adjustment filing to the KPSC to amend rates charged for the differences between the actual costs and actual GLT charges for
the preceding year. The regulatory assets or liabilities represent the amounts that have been under- or over-recovered due to
these timing differences.

ppil0-l:20l4 Rnal As Filed.docx Confidential 196



o

o

o

Coal Contracts

As aresull 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 Balance Sheets with offsets to regulatory assets for those contracts with unfavorable tertns 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 which expire
at various times through 2016.

Power Purchase Agreement • OVEC

As aresult 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-produciion method until March 2026, the expiration date of the agreement at
the date of the acquisition.

Regulatory LiabilityAssociated with Net Deferred Tax Assets

LG&Es and KUs regulatory liabilities associated with net deferred tax assets represent the future revenue impact from the
reversal of deferred income taxes required primarily for unamorlized investment tax credits. These regulatory liabilities are
recognized when the offsetting deferred tax assets are recognized. For general-purpose financial reporting, these regulatory
liabilities and the deferred tax assets are not offset; rather, each is displayed separately.

Regulatory Matters

U.K. Activities (PPL)

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result,
during the first quarter of 2014 WPD increased its existing liability by $65 million for over-recovery ofline losses with a
reduction to "Utility" revenues on the Statement of Income. Previously, WPD recorded an increase of$45 million to the
liability with a reduction to "Utility" revenue on the Statement ofIncome in 2013, compared to a$79 million reduction ofthe
liability with acredit to "Utility" revenue on the Statement of Income in 2012. In June 2014, WPD applied for judicial
review of certain of Ofgcm's decisions related to closing out the DPCR4 line loss mechanism. The court held ahearing on
November 20, 2014, however, WPD was denied permission to apply for judicial review and WPD considers the matte^now
closed. Other activity impacting the liability included reductions in the liability that have been included in tariffs and foreign
exchange movements. The recorded liability at December 31,2014 and 2013 was $99 million and $74 million. The total
recorded liability will be refunded to customers from April I, 2015 through March 31, 2019.

Kentucky Activities

(PPL LKE. LC&EandKU)

Rate Case Proceedings

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates of
approximately $30 million at LG&E and approximately $153 million at KU and an increase in annual base gas rates of
approximately $14 million at LG&E. The proposed base rate increases would result in electricity rate increases of2.7% at
LG&E and 9.69b at KU and a gas rate increase of4.2% at LG&E and would become effective in July 2015. LG&E's and
KU s applications each include a request for authorized rcturns-on-equity of 10.5%. The applications arc based on a
forecasted test year of July 1, 2015 through June 30, 2016. Anumber of parlies have been granted intervention requests in
the proceedings. Ahearing on the applications is scheduled to commence on April 21, 2015. LG&E and KU cannot predict
the outcome of these proceedings.
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(PPL, LKEand LC&E)

CPCN Filings

In January 2014, LG&E and KU filed an application for aCPCN with the KPSC requesting approval to build asolar
generating facility at the E.W. Brown generating site. LG&E and KU entered into astipulation in this proceeding agreeing to
certain matters with some interveners and a hearing was held in November 2014. In December 2014, a final order was issued
approving the request to construct the solar generating facility at E.W. Brown along with the acceptance of the provisions in
the stipulation agreement.

Pennsylvania Activities (PPL andPPL Electric)

Rate Case Proceeding

In December 2012, the PUC approved atotal distribution revenue increase of about $71 million for PPL Electric, including a
10.40% allowed return on equity. The approved rates became effective January I,2013.

Storm Damage Expense Rider

In Its December 28, 2012 final rate case order, the PUC directed PPL Electric to file aproposed SDER. The SDER is a
reconcilable automatic adjustment clause under which PPL Electric annually will compare actual storm costs to storm costs
allowed mbase rates and refund or recoup any differences from customers. In March 2013, PPL Electric filed its proposed
SDER with the PUC and, as part ofthat filing, requested recovery ofthe 2012 qualifying storm costs related to Hurricane
Sandy. PPL Electric proposed that the SDER become effective January I, 2013 at azero rate with qualifying storm costs
incurred in 2013 and the 2012 Hurricane Sandy costs included in rates effective January I, 2014. As of December 31, 2013,
PPL Electric had a$14 million regulatory liability balance for amounts expected to be refunded to customers for revenues
collected to cover storm costs in excess ofactual storm costs incurred during 2013. In April 2014, the PUC issued a final
order approving the SDER with aJanuary I, 2015 effective date and initially including actual storm costs compared to
collections for December 2013 through November 2014. As aresult, PPL Electric reduced its 2013 regulatory liability by
$12 million. Also, as part of the April 2014 order, PPL Electric was authorized to recover Hurricane Sandy storm damage
costs through the SDER over a three-year period beginning January I, 2015.

On June 20, 2014, the OCA filed apetition with the Commonwealth Court of Pennsylvania requesting that the Court reverse
and remand the April 2014 order permitting PPL Electric to establish the SDER. This matter remains pending before the
Commonwealth Court. On October 31, 2014, PPL Electric filed with the PUC a preliminary calculation ofthe SDER for the
period January I, 2015 through December 31, 2015 and a tariff supplement pursuant to the April Order. On December 3,
2014, the OCA filed aformal complaint and public statement with the PUC challenging PPL Elcciric's October 31 filings. In
response to the OCA's formal complaint, the PUC suspended the effective date of the SDER until April 20, 2015 and opened
an investigation. On January 12, 2015, the OCA filed a petition to withdraw its complaint against PPL Electric's October 31
filings. On January 13, 2015, the Administrative Law Judge issued an initial decision granting the OCA's petition to
withdraw. On January 15, 2015, the PUC issued a final order closing the investigation and modifying the effective date of
the SDER to February I, 2015.

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 subject to
significant penalties.

Act 129 also requires Default Service Providers (DSP) to provide electricity 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 amix of spot market purchases, short-term contracts and long-term contracts (4 to 20
years), with long-term contracts limited to 25% ofload unless otherwise approved by the PUC. ADSP is able to recover the
costs associated with itsdefault service procurement plan.

In January 2013, the PUC approved PPL Electric's DSP procurement plan for the period June 1, 2013 through May 31, 2015.
PPL Electric filed a new DSP procurement plan with the PUC for the period June I,2015 through May 31, 2017. In
September 2014, the parties filed with the presiding Administrative Law Judge apartial settlement resolving all but two
issues in the proceeding related to the structure of the DSP, without direct financial impact of PPL Electric. The parties filed
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briefs on those two issues. In October 2014, a recommended decision was issued approving the partial settlement.
Exceptions and reply exceptions were filed by the parties. On January 15, 2015, an Opinion and Order was issued approving
the partial settlement and granting PPL Electric's Petition with slight modifications and closing the investigation.

Smart Meter Rider

Act 129 also requires installation ofsmart meters for new construction, upon the request ofconsumers and at their cost, or on
adepreciation schedule not exceeding 15 years. Under Act 129, EDCs arc able to recover the costs ofproviding smart
metering technology. All of PPL Electric's metered customers currently have advanced meters installed at their service
locations capable ofmany ofthe junctions required under Act 129. PPL Electric conducted pilot projects and technical
evaluations ofits current advanced metering technology and concluded that the current technology does not meet all ofthe
requirements ofAct 129. PPL Electric recovered the cost ofits evaluations through acost recovery mechanism, the Smart
Meter Rider (SMR). In August 2013, PPL Electric filed with the PUC an annual report describing the actions it was taking
under its Smart Meter Plan during 2013 and its planned actions for 2014. PPL Electric also submitted revised SMR charges
that became effective January I, 2014. On June 30, 2014, PPL Electric filed its final Smart Meter Plan with the PUC In that
plan, PPL Electric proposes to replace all ofits current meters with advanced meters that meet the Act 129 requirements.
Full deployment of the new meters is expected to be complete by the end of 2019. The total cost of the project is estimated to
be approximately $450 million. PPL Electric proposes to recover these costs through the SMR which the PUC previously
has approved for recovery of such costs. The PUC assigned PPL Electric's plan to an Administrative Law Judge for hearings
and preparation ofa recommended decision. This matter remains pending before the PUC. PPL Electric cannot predict the
outcome of this proceeding.

PUC Investigation of Retail 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 ofthe existing retail market and explored potential changes. Questions issued by the PUC lor
phase one 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. From December 2011 through the end of2012,
the PUC issued several orders and other pronouncements related to the investigation. Afinal implementation order was
issued in February 2013, and the PUC created several working groups to address continuing competitive issues. Although
the final implementation order contains provisions that will require numerous modifications to PPL Electric's current delault
service model for retail customers, those modifications are not expected to have a material adverse effect on PPL Electric's
results of operations.

Distribution System ImprovementCharge

Act 11 authorizes the PUC to approve two specific ratemaking mechanisms: the use ofa fully projected future test year in
base rate proceedings and, subject to certain conditions, the use ofa 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 ofsignificant capital investment to maintain and enhance the reliability ofits delivery system, including the
replacement ofaging distribution assets. In August 2012, the PUC issued a Final Implementation Order adopting procedures,
guidelines and a model tariff for the implementation ofAct II. 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 and. in an order entered
on May 23, 2013, the PUC approved PPL Electric's proposed DSIC with an initial rate effective July 1, 2013, subject to
refund after hearings. The PUC also assigned four technieal recovery calculation issues to the Office of Administrative Law
Judge for hearing and preparation of arecommended decision. In August 2014, the presiding Administrative Law Judge
issued a recommended decision which would not have asignificant impact on PPL Electric. Exceptions and reply exceptions
have been filed by the parties. This matter remains pending before the PUC. PPL Electric cannot predict the outcome ofthis
proceeding.

Storm Costs

During 2012, PPL Electric experienced several PUC-rcportable storms, including Hurricane Sandy, resulting in total
restoration costs of$81 million, ofwhich $61 million were initially recorded in "Other operation and maintenance" on the
Statement ofIncome. 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
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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. At December 31, 2014 and 2013, $29 million was included on the Balance Sheets as aregulatory
asset. In February 2013. PPL Electric received an order from the PUC granting permission to defer qualifying storm costs in
excess of insurance recoveries a.ssociated with Hurricane Sandy. See "Storm Damage Expense Rider" above for information
regarding PPL Elcctric's filing ofa proposed Storm Damage Expense Rider with the PUC.

Federal Matters

FERCFormula Rates (PPL andPPL 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 (OATT) that utilizes a formula-based rate recovery mechanism. The formula
rate is calculated, in part, based on financial results as reported in PPL Electric's annual FERC Form I, filed under the
FERC's Uniform System of Accounts.

PPL Electric initiated its formula rate 2012, 2011 and 2010 Annual Updates. Each update was subsequently challenged by a
group of municipal customers, whose challenges were opposed by PPL Electric. Between 201 Iand 2013, numerous hearings
before the FERC and settlement conferences were convened in an attempt to resolve these matters. Beginning in the second
half of 2013, PPL Electric and the group of municipal customers exchanged confidential settlement proposals. In September
2014, the parties filed aJoint Offer of Settlement with the FERC resolving all issues in the pending challenges, and including
refunds ol certain insignificant amounts to the municipalities. The settlement judge certified the uncontested settlement to
the FERC with arecommendation that it be approved. The Chief Judge issued an order terminating settlement Judge
procedures. On February 9, 2015, FERC issued aletter order approving the Joint Offer of Settlement and directing PPL
Electric to file tariff revisions that implement within the PJM OATT the changes to the formula rate set forth in the Joint
Settlement.

FERC Wholesale Formula Rates (LKE and KU)

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with asubsequent true-up to actual costs, replacing the current formula which
docs not include atrue-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014, subject to refund. In April 2014, nine municipalities submitted
notices oftermination, under the original notice period provisions, to cease taking power under the wholesale requirements
contracts. Such terminations arc to be effective in 2019, except in the case ofone municipality with a 2017 effective date. In
addition, a tenth municipality has apreviously settled termination date of2016. In July 2014, KU agreed on settlement terms
with the two municipal customers that did not provide termination notices and filed the settlement proposal with the FERC
for its approval. In August 2014, the FERC issued an order on the interim settlement agreement allowing the proposed rates
to become effective pending a final order. Ifapproved, the settlement agreement will resolve the rate case with respect to
these two municipalities, including an authorized return on equity of 10.0% or the return on equity awarded to other parties in
this case, whichever is lower. Also in July 2014, KU made acontractually required filing with the FERC that addressed
certain rate recovery matters affecting the nine terminating municipalities during the remaining term oftheir contracts. KU
and the terminating municipalities continue settlement discussions in this proceeding. KU cannot currently predict the
outcome ofits FERC applications regarding its wholesale power agreements with the municipalities.

7. Financing Activities

Credit Arrangements and Short-term Debt

(All Registrants)

The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide abackstop to commercial
paper programs. For reporting purposes, on aconsolidated basis, the credit facilities and commercial paper programs ofPPL
Energy Supply, PPL Electric, LKE, LC&E and KU also apply to PPL and the credit facilities and commercial paper
programs of LG&E and KU also apply to LKE. The amounts borrowed below are recorded as "Short-term debt" on the
Balance Sheets. The following credit facilities were in place at:
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December 31, 2014

PPL

UK.

WPD Ud.

Syndicaied CrcdilFacilily (a) (c)
WPD (Soulh Wesi)

SyndicaiedCredit Facilily(a) (c)
WPD (East Midlands)

SyndicatedCrcdil Facilily(a) (c)
WPD (West Midlands)

Syndicated CreditFacility (a) (c)
Uncommitted Credit Facilities

Total U.K. Credit Facilities(b)

U.S.

PPL Capital Funding
SyndicaiedCredit Facility(c) (d) (0
Syndicated Credit Facilily (c) (d)
Bilateral Credit Facility(c) (d)
Uncommitted Credit Facility

Expiration
Date Capacity Borrowed

Dec. 2016 £

July 2019

July 2019

July 2019

210 £

245

300

300

105

103

64

Letters of

Credit
and

Commercial
Paper Unused
Issued Capacity

December 31. 2013

Letters of

Credit
and

Commercial
Paper

Borrowed Issued

107 £

245

236

300

100

103

1.160 £ 167 £

_5
5 £ 988 £

£_
103 £

Nov. 2018 S

July 2019
Mar. 2015

300

300

1.50

65
21

I

300

300

129

64

270

Total PPLCapital FundingCredit Facilities S 815 $ 22 S 793 S 270

PPL Encrpv .Siinnlv

SyndicatedCredit Facility(c) (d) (0
Letterof Credit Facilily(d)
Uncommitted Credit Facilities (d)

Nov. 2017

Mar. 2015

$ 3.000

1.50

100

S 630 $ 121

138

22

S 2.249

12

78

S 29

138

77
Total PPL Energy Supply Credit Facilities S 3.250 s 630 S 281 s 2.339 s 244

PPL Elprlrir

SyndicatedCredit Facility(c) (d) July 2019 $ 300 s 1 s 299 s 21

LKE

SyndicatedCredit Facility(c) (d) (0 Oct. 2018 $ 75 s 75 S 75

LG&E

SyndicatedCredit Facility(c) (d) July 2019 s 500 s 264 s 236 S 20

KU

SyndicatedCredii Facility(c) (d)
littler of Credit Facilily (c) (d) (e)

July 2019
Oct. 2017

$ 400

198

$ 236

198

s 164 s 1.50

198
Total KU Credit Facilities s 598 s 434 s 164 s 348

(a)

(b)

(c)

(d)

(c)

(0

The facilities contain financial covenants 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, calculated in accordance with the credit facility.
WPD Ltd. samounts boirowcd at December 31. 2014 and 2013 were USD-denominated borrowings ofS161 million and SI 66 million, which bore
interest at 1.86% and 1.87%. WPD (East Midlands) amount borrowed at December 31, 2014 was aGBP-denominated borrowing which equated to
SlOO million and bore interest at 1.00%. At December 31. 2014. the unused capacity under the U.K. crwiit facilities was approximately SI .5 billion.
Each company pays customary fees under its respective facility and borrowings generally bear interest at LIBOR-based rates plus an applicable
margin.
T^c facilities contain afinancial covenant requiring debt to total capitalization not to exceed 65% for PPL Energy Supply and 70% for PPL Capital
Funding. PPL Electric. LKE. LG&E and KU. as calculated in accordance with the facilities and other customary covenants. Additionally, as it relates
to the syridicatcd and bilateral credit facilities and subject to certain conditions. PPL Capital Funding may request that the capacity of its facility
expiring in July 2019 be increased by up lo SlOO million and the facilities expiring in November 2018 and March 2015 nuy be increased by up to $30
million. PPL Energy Supply may request that its facility's capacity be increased by up to S500 million. PPL Electric and KU each may request up to a
SI(W million increase in its facility's capacity and LKE may request up to aS25 million increase in its facility's capacity.
KU's letter of credit facility agreement allows for cenain payments under the letter ofcredit facility to be convened to loans rather than requiring
immediate payment.
At December 31. 2014. PPL Energy Supply's and LKE's interest rates on outstanding borrowings were 2.0.5% and 1.67%. respectively. At December
31.2013. PPL Capital Funding's and LKE's interest rates on outstanding borrowings were 1.79% and 1.67%. respectively.

PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-
term liquidity needs, as necessary. Commercial paper issuances, included in "Short-term dcbi" on the Balance Sheets, are
supported by the respective Registrant's Syndicated Crcdil Facility. The following commercial paper programs were in place
at:
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PPL Elcclric

LC&E

KU

Total

Weighted -
Average

Interest Rate

0.42%

0.49%

December 31. 2014

Capacity

300

330 S

350

1.000 S

Commercial
Paper

Issuances

264

236

500 $

Unused

Capacity

300

86

114

500

Weighted •
Average

Interest Rate

0.23%

0.29%

0.32%

December 31. 2013

Commercial
Paper

Issuances

20

20

150

190

In August 2014, PPL Energy Supply terminated its commercial paper program.

(PPL and PPL Energy Supply)

PPL Energy Supply mainl^ns a$500 million Facilily Agrccmenl expiring June 2017, which provides PPL Energy Supply ihe
ab.hly to request up lo $500 milhon of commmcd letter of credit capacity at fees to be agreed upon at the lime of each
eqtrest, based on certain market conditions. At December 31, 2014, PPL Energy Supply had not requested any capacity for

the issuance ofletters ofcredit under this arrangement. y P y

PPL Montour and PPL Brunner Island maintain an $800 million secured energymarke tng and trading factltly, whereby PPL EnergyPlus will receive credit to be applied to satisfy collateral posting
obl.gations related to tls energy marketing and trading activities with counterparties participating in the facility The credit
mount ,s gtrtrranleed by PPL Energy Supply, PPL Montour and PPL Brunner Island PPL Montour and PPL Brunner7stnd

have granted hens on thetr respect.ve generating facilities lo secure any amount they may owe under their guarantees which
had an aggregate carrying value of $2.6 billion at December 31, 2014. The facility expires in November 2019 but is subiect

::i:rcrtrarL'e™rioir"^"'"" -'-standing undL
(AllRegistrantsexcept PPL)

See Nolc 14 for discussion ofinicrcompany borrowings.

Long-term Debt (All Registrants)

o

PPL

U.S.

Senior Unsecured Noies (a)
Senior Secured Noics/Firsi Mongage Bonds (b) (c)(d)
Junior Subordinaied Noies
Oiher

Total U.S. Long-tcmiDebt

U.K.

SeniorUnsecured Notes (c)
Index-linked SeniorUnsecured Notes (0

Total U.K. Long-icmi Debt (g)
Total Long-term Debt Before Adjustments

Fairmarket value adjustments
Unamortized premium and (discount), net

Total Long-tenn Debt
Less current ponion of Long-term Debt (a)

Total Long-term Debt, noncurrcnt
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Weighted-A vcruge
Rule

202

4.28%

3.83%

6.31%

5.53%

1.83%

December 31.
Maturities 2014 2013

2015-2044 3: 6.018 S 5..568
2015 - 2044 6.119 5.823
2067 - 2073 930 1.908

15

13.067 13.3)4

2016-2040 6.627 6.872
2043 - 2056 732 749

7.359 7.621

20.426 20.935

18 23

(.53) (51)
20.391 20.907

1.535 315

S 18.8.56 S 20.592
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PPL Encrg\- Sttppty
SeniorUnsecured Noies (a)
Senior Secured Notes
Other

Total Long-term Debt Before Adjustments

Fairmarket value adjustments
Unamonized premium and (discount), net

Total Long-term Debt
Less current ponion of Long-term Debt (a)

Total Long-term Debt, noncurrent

PPL Electric

Senior Secured Notes/First Mortgage Bonds (b) (c)
Other

Total Long-term Debt Before Adjustments

Unamortizcd discount
Total Long-term Debt

Less current ponion of Long-term Debt
Total Long-term l>;bi. noncurrent

LKE

Senior Unsecured Notes
First Mongage Bonds (b) (d)

Total Long-term Debt Before Adju,stmcnts

Fairmarket value adjustments
Unamortired discount

Total Long-term Debt
Less current portion of Long-term Debt

Total Long-term Debt, noncurrent

LG&E

First Mongage Bonds (b) (d)
Total Long-term Debt Before AdjustnKnis

Fair market valueadjustments
Unamonizcd discount

Total Long-term Debt
Less current ponionof Long-term Debt

Total Long-term Debt,noncurrent

KU

FirstMongage Bonds (b) (d)
Total Long-term Debt Before Adjustments

Fairmarket value adjustments
Unamonizcd discount

Total Long-term Debt
Less current ponion of Long-term Debt

Total Long-term Debt, noncurrent

Wcighled-Avcrage December 31.
Rate Maturities 2014 2013

.1.31%

8.86%
201.1 • 20.36

202.1

S 2.193

4.1

S 2.493

49

5

2.238 2..147

(19)

(1)

(22)

2.218

.13.1

2..12.1

304

$ 1.683 $ 2.221

4..17% 201.1 -2044 $ 2,614 $ 2.314

10

2.614 2.324

(12) (9)
2.602

100

2.31.1

10

$ 2.502 s 2.30.1

3.31%

3.21%
201.1 -2021

201.1 • 2043
$ 1.125

3.460

4..185

(1)
(17)

4.567

900

s 1.12.1

3.460

4.585

(1)
(19)

4..16.1

$ 3.667 s 4..16.1

2.8.1% 201.1-2043 s 1.359 s I..3.19

1.359 1.3.19

(1)
(5)

(1)
(5)

1.3.13

2.10

1.353

s 1.103 s 1.353

3.44% 201.1 - 2043 $ 2.101 s 2.101

2.101 2.101

(10)

2.091

2.10

1

(II)
2.091

$ 1.841 s 2.091

(a)

(b)

Or nit 1S r ^ n ^ Secuniies due 203.1 (REPS). The REPS bear interest at arate of .1.70% per annum to. but excluding
,• f ^ are required to be put by existing holders on the Remarketing Date either for (a) purchase andremarketmg by adesignated remarketing dealer or (b) repurchase by PPL Energy Supply. If the remarketing dealer elects to purchase the REPS for

fixed rate per annum dciemuned mthe remarketmg. PPL Energy Supply has the right to terminate the remarketing process. If the remarketing is
terminated at the option of PPL Energy Supply or under cenain other circumstances, including the occurrence of an event of default by PPL E^rgy
Supply under the related indenture or afailed remarketing for cenain specified reasons. PPL Energy Supply will be required to pay the remarketing
dealer asettlement amount as calculated in accordance with the related remarketing agreement. rea to pay ine remarketing

senior .secured and first mongage bonds that are secured by the lien of PPL Eleciric's 2001 Mongage Indenture which covers
substantially all electnc di.stnbution plant and cenain transmission plant owned by PPL Electric. The carrying value of PPL Electric's propcny plant
and equipment was approximately $.1.8 billion and S.I. 1billion at December 31. 2014 and 2013. Propcny. plant

Includes LC&E-s first mongage bonds that are secured by the lien of the LC&E 2010 Mongage Indenture which creates alien, subject to cenain
exceptions and exclusions, on substantially all of LG&Fs real and tangible peisonal propeny located in Kentucky and used or to be used in
connection with the generation, transmission and distnbution of electricity and the storage and distribution of natural gas. The aggregate carrying
value of the propcny subject to the hen was $3.7 billion and $3.2 billion at December 31. 2014 and 2013. ^
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Includes KU's Hrsi mongagc bonds lhai are secured by Ihe lien ofihe KU 2010 Mortgage Indcniure which creaics alien, subject to certain excenlions
and exclusions, on substantiaMy all of KU's real and tangible personal property located in Kentucky and used or to be used in connection with the

SrrO^cTrer37.7.^.^4tS '(c) IncludK PPL Electric's of senior secured bonds that secure its obligations to make payments with respect to each series of Pollution Contiol

arun c T-"" issued in the same principalamount, contain paynKnt and redemption provisions that correspond to and bear the same interest rate as such Pollution Control Bonds The^^ senior
that may be redeemed at par beginning tn 201.^ and S90 million that may be redeemed, in whole or in part, at par beginning in October ->020 and are

redemption upon determination that the interest rate on the bonds would be included in the holders' gross inconre for federal tax

™7v7oh7i7i77lfsf mortgage bonds that were issued to the respective trustees of tax-exempt revenue bonds to secure its
cTnrn rnavi^m nrt with respect to each series of bonds, "nie first mortgage bonds were issued in the same principal amounus.contain pa^nt and redemption provisions that correspond to and bear the same interest rate as such tax-exempt revenue bonds These Hrst

I^TrelareTlaxlxe^^^^ " h'' T 2010 Mortgage Indenture and the KU 2010 Mortgage Indenture and are secured as noted in (b) above.
Thr nZZi ^ T TI ^ entities, principally counties in Kentucky, on behalf of LC&E and KU
Se dSfrnTe ^ allow LG&b and KU to convert the interest rate mode on the bonds from time to time to acommereial paperrate, daily rate, weekly rate, term rate ofat least one year or. in some cases, an auction rate or a LIBOR index rate.

'k-p" bonds issued on behalf of LG&E and KU that were in atern, rate mode totaled $418for LKE. compn^d of $39l million and $27 million for LG&E and KU. respectively. At [December 31. 2014. the aggregate tax-exempt

Several scnw of the tax-exempt revenue bonds are insured by monoline bond insurers whose ratings were reduced due to exposures relating to
wSr 0 ^b-pnr^ mortgages. Of the bonds outstanding. $231 million are in the form of insured auction rate securities (SI3.S million for LC&Eand $96 million for KU). wherein interest rates are reset either weekly or every 3.S days via an auction process. Beginning in late 2007. the interest
rates on these insured borids Iwgan to increase due to investor concerns about the crcditworthiness of the bond insurers. During 2008. interest rates
increased, and LG&E and KU experienced failed auctions when there were insufficient bids for the bonds. When afailed auction occur, the interest
rate IS set puRuant to aformula stipulated in the indenture. As noted abo%-e. the instruments goveming these auction rate bonds permit LG&E and
KUto convert the bonds to other interest rate modes. u u

Certain variable late tax-exempt revenue bonds totaling $2.S Imillion at December 31. 2014 ($23 million for LG&E and $228 million for KU). are
subject to tender for purchase by LG&E and KU at the option of the holder and to mandatory tender for purchase by LC&E and KU upon the
occurrence of certain events. ^

(e) Includes n25 million ($3.'i2 million at Deccmlxr 31. 2014) of notes that may be redeemed, in total but not in pan. on December 21. 2026. at the
m °''2 value determined by reference to the gross redemption yield on a nominated U.K. Govemment bond(0 The principal amount of the notes issued by WPD (South West) and WPD (East Midlands) is adjusted based on changes in aspecified index as

detailed in the terms of the related indentures. The adjustment to the principal amounts from 2013 to 2014 was an increase of approximately £10
million (S16 million) resulting from inOation. In addition, this amount includes £225 million ($3.52 million at December 31. 2014) of notes issued by
WPD (South Wj() that may be redeemed, in total by series, on December 1. 2026. at the greater of the adjusted principal value and amake-whole
value detenmned by reference tothe gross real yield ona nominated U.K. govemnwnt bond.

(g) Includes £.3.8 billion ($5.9 billion at December 31. 2014) of notes that may be put by the hotdeR to the issuer for redemption if the long-tenn credit
ratings assigned to the notes are withdrawn by any of the rating agencies (Moody's. S&P or Fitch) or reduced to anon-invcstnKni grade rating of Bal

l'ssSt^-rai^"""°" ' ^ change to. the distribution licenses under which the
None of the outsianding clcbt sccuriiics noted above have sinking fund requirements. The aggregate maturities of long-term
debt, based on stated maturities or earlier put dales, for the periods 2015 through 2019 and thereafter are as follows:

PPL

Energy PPL
PPL Supply Electric LKE LG&E

5215 ^ 5 .535 $ 100 $ 900 $ 250 $ 2502016 839 354
2017 298 4
2018 750 403
2019 44

22L 2.514 3..328 tZ 1.851

25 25
194 194

98 98
4 40 40

KU

S 20.426 $ 2.238 $ 2.614 S 4!58.5 $ 1.3.59 $ 2!l0l

Long-term Debt and Equity Securities Activities

(PPL)

2010 Equity Units

In May 2013, PPL Capital Funding rcmarketcd $1.150 billion of4.625% Junior Subordinated Notes due 2018 that were
originally issued in June 2010 as acomponent of PPL's 2010 Equity Units. In connection with the rcmarkcting, PPL Capital
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Funding issued $300 million of 2.04?o Junior Subordinated Notes due 2016 and $850 million of 277% Tnnir^r c k r ^

^ Not'" due mi's' $60o'' "m'" for 'hree tranches of Senior Notes: $250 trillion of 1.9o'%°Scn'iorNotes due 2018, $600 million of 3.40% Senior Notes due 2023 and $300 million of 4.70% Senior Notes due 2043 The
ansaclion was accounted for as adebt extinguishment, resulting in a$10 million loss on extinguishment of the Junior

purposes.

2011 Equity Units

In March 2014 PPL Capimi Funding remarketed $978 million of 4.32% Junior Subordinated Notes due 2019 that were
originally issued mApr, 2011 as acomponent of PPL's 201 IEquity Units. In connection with the remarkcting PPL Capital

unding retired $228 million of the 4.32% Junior Subordinated Notes due 2019 and issued $350 million of 2189% Junior

fssue°d j'un': Sb"H HM Subordinated Notes due 2019. Simuhane™^ the nTwIy
Tcxw Senior N™es H" 2nl!l°'̂ exchanged for $350 million of 3.95% Senior Notes due 2024 and $400 million of5.TO% Senior Notes due 2044^ The transaction was accounted for as adebt extinguishment, resulting in a$9 million loss on
S28 m'n "Junior Subordinated Notes, recorded to "interest Expense" on the Statement of Income. Except for the$228 mi lion re irement of the 4.32% Junior Subordinated Notes and fees related to the transactions, the activity was non-
cash and excluded from the Statement of Cash Flows for the year ended December 31, 2014. Additionally, in May 2014

cash proceeds of $978 ol common stock at $30.86 per share to settle the 2011 Purchase Contracts. PPL received netcash proceeds of $978 million, which were used to repay short-term debt and for general corporate purposes.

(PPL and PPL Energy Supply)

In August 2014, PPL Energy Supply repaid the entire $300 million principal amount of its 5.40% Senior Notes upon
maturity. ^

(PPL and PPL Electric)

of 4.125% First Mortgage Bonds due 2044. PPL Electric received proceedsof $294 million, net ofadiscount and underwriting fees, which were used for capital expenditures, to repay short-term debt
and (or general corporate purposes.

Legal Separateness (All Registrants)

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 aspeciEc contractual undertaking by
asubsidiary to pay PPL screditors or as required by applicable law or regulation. Similarly, 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 aspecific 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
arc not liable foi" 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 aspecific contractual
undertaking by asubsidiary to pay the creditors or as required by applicable law or regulation. Similarly, PPL Energy
Supply, PPL Electric and LKE arc 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 their debts from the assets of PPL Energy Supply
PPL Electric and LKE (or their other subsidiaries) absent aspecific contractual undertaking by that parent or other subsidiary
to pay such creditors oras required by applicable law or regulation.

Q

Q
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Distributions and Related Restrictions

(PPL)

In November 2014 PPL declared iis quarterly common stock dividend, payable January 2, 2015, at 37.25 cents per share
(equivalent to $1.49 per annum). Future dividends, declared at the discretion of the Board of Directors, will depend upon
luture earnings, cash flows, financial and legal requirements andother factors.

Neither PPL Capital Funding nor PPL may declare or pay any cash dividend or distribution on its capital stock during any
^r-i^ in which PPL Capital Funding defers interest payments on its 2007 Series AJunior Subordinated Notes due 2067 or
2013 Scries BJunior Subordinated Notes due 2073. At December 31, 2014, no interest payments were deferred.

WPD subsidiaries have financing 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.

(PPLand PPLEnergy Supply)

Under the terms of the spinoff agreements with affiliates of Riverstone to create Talen Energy, PPL Energy Supply is
generally prohibited from making distributions or other payments to PPL or any PPL affiliate that is not asubsidiary of PPL
Energy Supply, with the exception of specific distributions and other payments set forth in the agreements. These exceptions
are generally limited to aplanned distribution from PPL Energy Supply to PPL during the first quarter of 2015 in an amount
not to exceed $191 million. At December 31, 2014, PPL Energy Supply's net assets of$3.7 billion were restricted for the
purposes of transferring funds to PPL in the form of distributions, loans or advances.

(All Regisirants excepi PPLEnergy Supply)

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. LKE 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 apublic utility to make or pay adividend 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 arc 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 approved the petitions with the further condition that each utility may not pay dividends if
such payment would cause its adjusted equity ratio to fall below 30% of total capitalization. Accordingly at December 31
2014, net assets of $2.4 billion ($0.9 billion for LG&E and $1.5 billion for KU) were restricted for purposes of payino
dividends to LKE, and net assets of $2.9 billion ($1.2 billion for LG&E and $1.7 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 aresult
of the foregoing requirement. In addition, under Virginia law, KU is prohibited from making loans to affiliates without the
prior approval ofthe VSCC. There are no comparable statutes under Kentucky law applicable to LG&E and KU, orunder
Pennsylvania law applicable to PPL Electric. However, orders from the KPSC require LG&E and KU to obtain prior consent
or approval before lending amounts to PPL.

8. Acquisitions, Development and Divestitures

(All Registrants)

The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects.
Development projects are rcexamined based on market conditions and other factors to determine whether to proceed with the
projects, sell, cancel or expand them, execute toiling agreements or pursue other options. Any resulting transactions may
impact future financial results.
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Divestitures

Anticipated Spinoff of PPL Enernv Supply

(PPLand PPL Energy Supply)

In June 2014, PPL and PPL Energy Supply exccuied dcHnitive agrcemenis wiih afniiates of Rivcrsione lo combine iheir
compei.live power generation businesses into anew, stand-alone, publicly traded company named Talen Energy Under the
erms of the agreements, at closing, PPL will spin off to PPL shareowners anewly formed entity, Talen Energy Holdings

Inc (Holdco), which at such time will own all of the membership interests of PPL Energy Supply and all of the common
stock of Talen Energy. Immediately following the spinoff, Holdco will merge with aspecial purpose subsidiary of Talen
hnugy, with Holdco continuing as the surviving company to the merger and as awholly owned subsidiary of Talen Energy
and the sole owner of PPL Energy Supply. Substantially contemporaneous with the spinoff and merger, RJS Power will be
contributed by its owners to become asubsidiary of Talen Energy. Following completion of these transactions, PPL
shareowners will own 65% of Talen Energy and afHIiaies of Riverstone will own 35%. PPL will have no continuing
ownership interest in, control of, or affiliation with Talen Energy and PPL's shareowners will receive anumber ofTalen
En^ergy shares at closing based on the number of PPL shares owned as of the spinoff record date. The spinoff will have no
effect on the number of PPL common shares owned by PPL shareowners or the number of shares ofPPL common stock
outstanding. The transaction is intended to be tax-free to PPL and its shareowners for U.S. federal income tax purposes and
IS subject to customary closing conditions, including receipt of certain regulatory approvals by the NRC, FERC, DOJ and
PUC. In addition, there must be available, subject to certain conditions, at least $1billion of undrawn credit capacity under a
1alen Energy {or its subsidiaries) revolving credit or similar facility. Any letters of credit or other credit support measures
posted in connection with energy marketing and trading transactions at the lime of the spinoff are excluded from this
calculation.

On December 18, 2014, the FERC issued afinal order approving, subject to certain market power mitigation requirements,
the combination ofthe competitive generation assets to form Talen Energy. On January 27, 2015, PPL and an affiliate of '
RJS Power filed ajoint response with the FERC accepting additional market power mitigation measures required for the
FERCs approval. PPL and RJS Power originally proposed divesting either of two groups of assets each having
approximately 1,300 MW of generating capacity. PPL and RJS Power have agreed that within 12 months after closing of the
transaction, Talen Energy will divest generating assets in one of the groups (from PPL Energy Supply's existing portfolio,
this includes either the Holtwood and Wallenpaupack hydroelectric facilities or the Ironwood facility), and limit PJM energy
market oflers from assets it would retain in the other group to cost-based offers.

The transaction is expected toclose in the second quarter of2015.

(PPL, PPL EnergySupply and PPL Electric)

Following the announcement of the transaction lo form Talen Energy, efforts were initiated to identify the appropriate
staffing for Talen Energy and for PPL and its subsidiaries following completion of the spinoff. Organizational plans and
staffing selections were substantially completed in 2014.

The new organizational plans identify the need to resize and restructure the organizations. As aresult, during 2014, charges
for employee separation benefits were recorded in "Other operation and maintenance" on the Statement ofIncome and in
"Other current liabilities" on the Balance Sheet as follows.

PPL EncFRj- PPL
PPI- Supply Electric

Sepamiionbcncnis j 3g 5 ,
Number ofpositions 30^ jl2

The separation benefits incurred include cash severance compensation, lump sum COBRA reimbursement payments and
outplacement services. Most separations and payment ofseparation benefits arc expected to occur in 2015.

Additional employee-related costs to be incurred primarily include accelerated stock-based compensation and pro-rated
performance-based cash incentive and stock-based compensation awards, primarily for PPL Energy Supply employees and
for PPL employees who will become PPL Energy Supply employees in connection with the transaction. These costs will be
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(PPL)

Asa result of ihc spinoff announcement, PPL recorded $50 million of deferred income lax expense in 2014 to adjust
valuation allowances on deferred tax assets primarily for state net operating loss carryforwards that were previously
supported by the future earnings ofPPL Energy Supply.

In addition PPL recorded $27 million of third-party costs in 2014 related to this transaction. Of these costs, $19 million were
primarily for investment bank advisory, legal and accounting fees to facilitate the transaction, and arc recorded in "Other
Income (Expei^e) -net" on the Statement of Income. An additional $8 million of consulting and other costs were incurred to
r^dy the new Talcn Energy organization and reconngurc the remaining PPL service functions. These costs arc recorded in
Other operation and maintenance" on the Statement of Income. PPL currently estimates arange of total third-party costs

that will ultimately be incurred of between $60 million and $70 million.

The assets and liabilities of PPL Energy Supply will continue to be classified as "held and used" on PPL's Balance Sheet until
the closing of the transaction. In conducting its annual goodwill impairment assessment in the fourth quarter of 2014 for its
Supply segment reporting unit, PPL determined that the estimated fair value of PPL Energy Supply exceeded its carrying
value and no impairment was recognized. However, an impairment loss could be recognized by PPL at the spinoff date if the
aggregate carrying amount ofPPL Energy Supply's assets and liabilities exceeds its aggregate fair value at that date. PPL
cannot predict whether an impairment loss will be recorded at the spinoff dale.

(PPL EnergySupply)

In accordance with business combination accounting guidance, PPL Energy Supply will treat the combination with RJS
Power as an acquisition and PPL Energy Supply will be considered the acquirer of RJS Power.

Discontinued Operations

Montana Hvdro Sale (PPL and PPL Energy Supply)

In November 2014, PPL Montana completed the sale to Northwestern of 633 MW of hydroelectric generating facilities
located in Montana for approximately $900 million in cash. The sale included II hydroelectric power facilities and related
assets, included in the Supplysegment.

Following are the components of Discontinued Operations in the Statements of Income for the years ended December 31.

2014 2013 2012
PPL

Operating revenues
Cain on the sale (pre-tax)
Inierest expense (a)
Income (loss) before income laxes
Income (Lx)ss) from Discontinued Operations

PPL Energy SuddIv
Operating revenues
Gain on thesale (pre-tax)
Interest expense (a)
Income (loss) before income taxes
Income (Loss) from Discontinued Operations

(a) Represents allocated inierest expense based upon the discontinued operations share of the net assets of PPL Energy Supply.

Upon completion ofthe sale, assets primarily consisting of$544 million ofPP&E, net, and $82 million ofGoodwill for PPL
($14 million for PPL Energy Supply) were removed from the Balance Sheet.

Other (PPL andPPL Energy Supply)

To facilitate the sale of the Montana hydroelectric generating facilities discussed above, PPL Montana terminated, in
December 2013, its operating lease arrangement related to partial interests in Units I, 2and 3of the Colstrip coal-fired
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leLTrelST cf/on ^ ^ ^"^5271 million. At lease termination, the existing
^ wl rh tr ? consisting primarily of prepaid rent and leasehold improvements were written offand "icquircd Co strip assets were recorded at fatr value as of the acquisition date. PPL and PPL Energy Supply recorded
^ the 2of3 Slatemems of I 1"^"= i"cl"dcd in "Loss on lease termination" on

20lfstatLtnrof Cash rj.' " ™
Development

(PPL and PPLEnergy Supply)

Hydroelectric Expansion Projects

In 2M9, in light of the availability of tax incentives and potential federal loan guarantees for renewable proieets contained in
the Atncrican Recovery and Reinvestment Act of 2009, PPL Energy Supply received FERC approval to expand capacity at
us Holtwood and Rainbow hydroelectric facilities. In 2013, the Rainbow hydroelectric redevelopment project in Great Falls
Montana, which increased total capacity to 63 MW, was placed in service. Also in 2013, the 125 MW Holtwood project was
placed in service. '

of Treasury awarded $56 million for the Rainbow hydroelectric redevelopment project and
$108 million for the Holtwood hydroelectric project for Specified Energy Property in Lieu of Tax Credits. As aresult of the
receipt of the grants, PPL Energy Supply was required to recapture investment tax credits previously recorded of $60 million
related to the Rainbow project and $117 million related to the Holtwood project. The impact on the financial statements for
the receipt ofthe grants and recapture ofinvestment tax credits was not significant for 2014, and will not be sisnificani in
future periods.

o

o

Bell Bend COLA

In 2008, a PPL Energy Supply subsidiary. PPL Bell Bend, LLC (PPL Bell Bend) submitted aCOLA to the NRC for the
proposed Bell Bend nuclear generating unit (Bell Bend) to be built adjacent to the Susquehanna plant.

Also in 2008, PPL Bell Bend submitted Parts Iand II of an application for a federal loan guarantee for Bell Bend to the DOE.
In February 2014, the DOE announced the first loan guarantee for anuclear project in Georgia. Although eight of the ten
applicants that submitted Part II applications remain active in the DOE program, the DOE has slated 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.

The NRC continues to review the COLA. PPL Bell Bend docs not expect to complete the COLA review process with the
NRC prior to 2018. PPL Bell Bend has made no decision to proceed with construction and expects that such decision will
not be made for several years given the anticipated lengthy NRC license approval process. Additionally, PPL Bell Bend docs
not expect to proceed with construction absent favorable economics, ajoint arrangement with other interested parlies and a
federal loan guarantee or other acceptable financing. PPL Bell Bend is currently authorized by PPL's Board of Directors to
spend up to $224 million on the COLA and other permitting costs necessary for construction. At December 31, 2014 and
2013, $188 million and $173 million of costs, which includes capitalized interest, associated with the licensing application
were capitalized and arc included on the Balance Sheets in noncurrent "Other intangibles." PPL Energy Supply continues to
support the Bell Bend licensing project with anear term focus on obtaining the final environmental impact statement. PPL
Energy Supply placed the NRC safety review (which supports issuance of their final safety evaluation report, the other key
element of the COLA) on hold in 2014, due to alack of progress by the reactor vendor with respect to its NRC design
certification process, which is a prerequisite to the COLA. PPL Bell Bend believes that the estimated fair value ofthe COLA
currently exceeds the costs expected to be capitalized associated with the licensing application.
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Regional Transmission Line Expansion Plan (PPL and PPL Electric)

Susquehanna-Roseland

Penn^ l' "f™ '50-mile. 500-kV (ransmission line be.ween the Susquehanna substalion inPennsylvania and the Roscland substation tn New Jersey that it identified as essential to long-term reliability of the Mid-
Atlanttc electricity grid. PJM determined that the line was needed to prevent potential overloads that could occur on several
existing transniission lines in the interconnected PJM system. PJM directed PPL Electric to construct the Pennsylvania

lh°e line Susquehanna-Roseland line and Public Service Electric &Gas Company to construct the New Jersey portion of
Construction activities have been underway on the 101-mile route in Pennsylvania since 2012. The line is expected to be
completed before the peak summer demand period of 2015. At December .21. 2014, PPL Electric's estimated share of the
project ctjst was $630 million. At December 31, 2014 and 2013, $597 million and $377 million of costs were capitalized and
are included on ihc Balance Sheet primarily in "Construction work in progress."

Northeast/Pocono

In 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 that includes three new substations and
upgrades to adjacent facilities). The FERC granted the incentive for inclusion in rale base of all prudently incurred
construction work in progress (CWIP) costs but denied the requested incentive for a 100 basis point adder to the return on
equity.

In December 2012, PPL Electric submitted an application to the PUC requesting permission to site and construct the project
In January 2014, the PUC issued aFinal Order approving the application. PPL Electric expects the project to be completed
in 2016. At December 31, 2014, PPL Electric's cstimaied cost of the project was $335 million, most of which qualines for
the CWIP incentive treatment.

Future Capacity Needs (PPL, IKE. LC&E andKU)

To meet new, more stringent EPA regulations, LG&E and KU anticipate retiring five older coal-fired electric generating units
at the Cane Run plant in 2015 and the Green River plant in 2016, which have acombined summer capacity rating of 724
MW. In addition, KU retired the remaining 71 MW coal-fired unit at the Tyrone plant in February 2013 and retired a 12 MW
gas-fired unit at the Haefling plant in December 2013. There were no significant gains or losses related to the 2013
retirements.

Construction activity continues on the previously announced NGCC unit. Cane Run Unit 7, scheduled to be operational in
May 2015. In October 2013, LG&E and KU announced plans for a 10 MW solar generation facility to be operational in 2016
at acost of approximately $36 million. In December 2014, afinal order was issued by the KPSC approving the request to
construct the solar generating facility at E.W. Brown.

9. Leases

(AllRegistrants except PPL Electric)

PPL and its subsidiaries have entered into various agreements for the lease of office space, vehicles, land, gas storage and
other equipment.

Rent • OperatinQ Leases

Rent expense for the years ended December 31 for operating leases was as follows:
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PPL

PPL EnergySupply
LKE

LC&E

KU

2014 2013 2012

80 $ Ml S 116
29 55 62
18 18 18

7 7 7
10 10 10

Tolal future minimum rental payments for all operating leases are estimated to be:

2015

2016

2017

2018

2019

Thereafter

Toial

PPL
PPL

Encrg>' Supply LKE LG&E KU

$ 36 $ 11 S 16 S 6 S 9
25 11 n 4 7
20 10 8 3 5
12 4 7 -> 4

8

34
1 5 -> 3

26 11 13
$ 1.35 $ 39 5 73 S 28 S 41

10. Stock-Based Compensation

(All RegistrantsexceptLG&E and KU)

In 2012, shareowners approved the PPL SIP. This new equity plan replaces the PPL ICP and incorporates the followinc
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 atermination of employment occur in the event of achange 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
cii^titles 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 ofPPL common stock at the end ofthe
restriction period. Dividend equivalents on restricted stock unit awards granted under the ICP and ICPKE are currently paid
incash when dividends aredeclared 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 Directors, in the case of the ICP 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 ofthe plans.

Ptan

ICR (a)
SIP

tCPKE

Tolal Plan

Award

Limit

(Stiarcs)

1.5.769.4.31

10.000,000
14.199.796

Annual Grant Limit
Total As % of

Outstanding
PPL Common Slock

On First Day of
Each Calendar Year

2%

2%

Annual Grunt

Limit

Options
(Sharc.s)

3.000.000

2.000.000

3.000.000

Annual Grant Limit

For Individual Participants •
Perforntancc Based Awards

For awards

denominated in

•shares (Shares)

750.000

For awards

denominated in
cash (in dollars)

15.000.000

(a) Applicable to outstanding awards granted from January 27. 2006 to January 26. 2012. During 2012. the total plan awarti limit was reached and the ICP
was replaced by the SIP.
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ny portion of these awards that has not been granted may be carried over and used in any subsequent year. If any award
lapses, is Mc'ied 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
stocky, common stock held mtreasury by PPL or PPL common stock purchased on the open market (including private
purchases) inaccordance with applicable securities laws.

Restricted Stock and Restricted Stock Units

Restricted shares of PPL common stock are outstanding shares with full voting and dividend rights. Restricted slock awards
are granted as aretention award for select key executives and vest when the recipient reaches acertain age or meets service
or other criteria set forth in the executive's restricted stock award agreement. The shares are subject to forfeiture or
accelerated payout under plan provisions for termination, retirement, disability and death of employees. Restricted shares
vest fully, mcertain situations, asdefined 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 slock units granted is recognized on astraight-line basis over the service
period or through the date at which the employee reaches retirement eligibility. The fair value ofrestricted 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 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 arc 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 ofthe Plans.

The weighted-average grant date fair value of restricted stock and restricted stock units granted was:

PPL

PPL lincrgy Supply
PPL Eleciric

LKI-:

Restricted stock and restricted stock unit activity for 2014 was:

PPL

Nonvested. beginningof period
Granted

Vested

Forfeited

Nonvested. end of period

PPL EiierL'v SiiddIv

Nonvested, beginning of period
Transfcired
Granted

Vested

Forfeited

Nonvested. end of period

PPL Elcclrie

Nonvesied. tteginning of period
Transferred

Granted

Vested

Forfeited

Nonvested. end of period
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2014

31..SO

31.70

31.8!

30.98

2013

30.30

30.42

30..S5

30.00

2012

28,.35

28.29

28..S)

28.34

Wcigtiled-
Avcrugc

Rc.striclcd Grant Date Fair
ShurcsfUnits Value Per Share

3.140.600 S 28.50
1.197,947 31..50

(804..'582) 26.01
(48.44.S) 30.48

3,48.'S..S20 30.07

1,343,404 S 28.71

70,298 27.43
46.S,238 31.70

(39.'5,740) 26.19

(2.S.300) 30..54

1.4,57.900 .30.13

26.5,5.50 s 28.22

2.270 29.03
103.511 31.81

(78.370) 26.04

(6,1.50) 30.65

286,811 30.04
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LKE
Nonvesicd, beginning of period

Cranicd

Vcslcd

Nonvesicd. end of period

Restricted

Shure^nits

231.553

112.625
(2.710)

341,468

Subsiamially all restricted stock and restricted stock unit awards are expected to vest.

The total fair value of restricted slock and restricted stock units vesting for the years ended December 31 was;

2014 2013

PPL -

PPL EnergySupply
PPL Electric

LKE

Performance Units

21 $
10

2

19

7

3

1

Weighted-
Average

Grant Date Pair
Value Per Share

S 29.17

30.98

29.97

29.76

2012

27

6

2

4

Performance units arc intended to encourage and reward future corporate performance. Performance units represent atarget
number of shares (Target Award) of PPL's common stock that the recipient would receive upon PPL's attainment of the
apphcablc performance goal. Performance is determined based on total shareowner return during athree-year performance
period. At the end of the period, payout is determined by comparing PPL's performance to the total shareowner return of the
companies included in the Philadelphia Stock Exchange Utility Index. Awards are payable on agraduated basis based on
thresholds that measure PPL's performance relative to peers that comprise the applicable index on which each years' awards
arc measured. Awards can be paid up to 200% of the Target Award or forfeited with no payout if performance is below a
minimum established performance threshold. 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 arc 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 theperformance period. ®

Beginning in 2014, the fair value of performance units granted to retirement-eligible employees is recognized as
compensation expense on astraight-line basis over aone-year period, the minimum vesting period required for an employee
to be entitled to payout of the awards. For employees who are not retirement-eligible, compensation expense is recognized
over the shorter of the three-year performance period or the period until the employee is retirement-eligible, with aminimum
vesting and recognition period of one-year. The fair value of performance units granted in 2013 and 2012 is recognized as
compensation expense on astraight-line basis over the three-year performance period. Performance units vest on apro rata
basis, incertain situations, as defined byeach of the Plans.

The fair value of each performance unit granted was estimated using aMonte 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 uses amix of historic and implied volatility to value awards.

The weighted-average assumptions used in the model were:

Risk-free inlcrcsi rale
ExpcciedSlock volatiliiy
Expecicd life
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2014

0.75%

15.80%

3 years

20t3

0..36%

I5..50%

3 years

2012

0.30%

19.30%

3 years



o
The weighted-average gram date fair value of performance units granted

PPL

PPL EnergySupply
PPL Electric

LKE

Performance unit activity for 2014 was:

PPL

Nonvcsied. I)cginning of period
Granted

Vested

Nonvested. end of period

PPL Energy Supply
Nonvested. beginning of period

Transferred

Granted

Vested

Nonvested. end of period

PPL Electric

Nonvested. beginning of period
Granted

Vested

Nonvested. end of period

was:

2014

34.55

34.35
34.43

34.12

OLKE
Nonv

LKE

Nonvcsied. beginningof period
Granted

Vested

Nonvested. end of period

2013 2012

i $ 34.15 S 31.41
> 34.29 31.40
t 33.97 31.37
! 33.84 31.30

Weighted-
Average Grant

Performance Date Fair Value
Units Per Share

793.199 $ 32.19
555.553 34.55

(177.036) 29.11

1.171.716 .33.77

170.609 $ 32.22
27.6.56 32.12

138.60! 34,35

(45.374) 29.11

291.492 .33.71

38.210 S 32.22
29.70! .34.4.3

(8.296) 28.99

.59.615 .33.77

129.630 S .31.88
75.174 .34,12

(30.858) 29.20

173.946 33..32

o

The total fair value ofperformance units vesting for the year ended December 31, 2014 was $5 million for PPL and
insignificant for PPL Energy Supply, PPL Electric and LKE.

Stock Options

PPL sCGNC eliminated the use of stock options and changed its long-term incentive mix to 60% performance units and 40%
performance-contingent restricted stock units, resulting in 100% performance-based long-term incentive mix for equity
awards granted beginning in January 2014.

Under the Plans, stock options had been granted with an option exercise price per share not less than the fair value ofPPL's
common slock on the date of grant. Options outstanding at December 31. 2014, become e.xercisable in equal installments
over athree-year service period beginning one year after the date of grant, assuming the individual is still employed by PPL
or asubsidiary. 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 gram date. The options
become exercisable immediately in certain situations, as defined by each of the Plans. The fair value of options granted is
recognized as compicnsation expense on astraight-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 ofgrant.

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 aU.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 term ofthe
options is evaluated with consideration given to prior periods that may need to be excluded based on events not likely to
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rccur hat had impacted PPLs volatility in those prior periods. Management's expectations for future volatility, considering
potential chanps to PPLs business model and other economic conditions, are also reviewed in addition to the historical data
to determine the final volatility assumption. PPL uses amix of historic and implied volatility to value awards. The dividend
yield IS based on several factors, including PPL's most recent dividend payment, as of the grant date and the forecasted slock
price. The assumptions used in the model were;

Risk-free inieresi raic
Expectedoption life
Expccied Slock volatility
Dividend yield

The weighted-average grant date fair value ofoptions granted was:

PPL

PPL EnergySupply
PPL Electric

LKE

Stock option activity for 2014 was:

PPL

Outstanding at beginning of period
Exercised

Outstandingat end of period
Optionsexercisable at end of period

PPL Energy Sttpolv

Oui.standing at beginning of period
Transferred

Exercised

Outstandingat end of period
Options cxcrci-sable at endof period

PPL Electric

Outstanding at beginning of period
Exercised

Outstandingat end of period
Optionsexercisable at end of period

LKE

Outstanding at beginning of period
Exercised

Outstandingat end of period
Options exercisable at endof period

Substantially all stock option awards areexpected to vest.

Number

of Options

11..381.482

(2.3.38..S20)

9.042.962

6.4.12.806

Weighted
Average
E.xcrcisc

Price Per Share

S 30.45

28.58

30.93

31.60

2.845,3.16 S

458.800

(.5.59.120)

30.47

30.47

28.79

30.84

31.24

2.74.S.0I6

2.166.1.50

.532.200

(24.280)

507.920

.186.4)3

997.1.56

(373.839)

623.317

215.106

.10.04

30.12

30.04

.10.27

28.35

27.87

28.64

27..58

2013 2012

1.1.5% 1.13%
6.48 years 6.17 years

18.50% 20.60%
5.00% 5.00%

2013 2012

S 2.18 $ 2.48
2.19 2.51

2.19 2.50

2.18 2.51

Weighted-
Average

Remaining Aggregate
Contractual Total Intrinsic

Term (years) Value

5.9 S 56

5.2 38

5.6 S 17

5.0 13

6.3

5.8

7.5

6.9

PPL received $67 million in cash from stock options exercised in 2014. The related income tax benefits realized were not
significant.

The total intrinsic value ofslock options exercised for 2014 was $13 million, 2013 was $6 million and was not significant for
2012. ^
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Compensation Expense

includes an allocation ofPPL Services' expense, was:

2014 2013 2012

O

o

PPL

PPL Energy Supply ^ ^ 52 S 49
PPL Electric 27 23
LKE '2 10 Ji

8 8 8

The income lax benefit related to above compensation expense was as follows:

2014 2013 2012

PPL

PPL Energy Supply 26 $ 22 S 20
PPLElectric •'* " 10
LKE 544

3 3 4

The incoine tax benefit PPL realized from stock-based awards vested or exercised for 2014 was $4 million and was not
signi! leant lor 2013 and 2012.

At pcccmber 31, 2014, unrecognized compensation expense related to nonvesied restricted stock, restricted stock units
pcrlormancc units and stock option awards was: '

Wcightcd-
Unrccognizcd Average
Compensation Period for

Expense Rccocnilioii

PPL

PPL Energy Supply ^ 1.7 years
PPL Electric 1.8 years
LKE •'' 1.8 years

2 1.3 years

11. Retirement and Postemployment Benefits ^

(All Registrants)

Defined Benefits

The majority of PPL's subsidiaries domestic employees are eligible for pension benefits under non-contributory defined
benefit pension plans with benefits based on length of service and final average pay, as defined by the plans. Effective
I om? P '̂mary defined benefit pension plan was closed to all newly hired salaried employees. Effective July.1PLs primary defined benefit pension plan was closed to all newly hired bargaining unit employees. Newly hired
employees arc eligible to participate in the PPL Retirement Savings Plan, a40l{k) savings plan with enhanced employer
contributions. ^

The majority of PPL Montana employees are eligible for pension benefits under acash balance pension plan. Effective
January 1, 2012, that plan was closed to all newly hired salaried employees. Effective September I, 2014, that plan was
closed to all newly hired bargaining unit employees. Newly hired employees are eligible to participate in the PPL Retirement
Savings Plan.

The defined 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
multicmployer plans sponsored by various unions.
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Effecnve April 1, 2010, ihe principal defined bencfil pension plan applicable to WPD (South West) and WPD (South Wales!
Trn db nT grandfathercd participation rights. WPD Sanldefied benefit plan had been closed to new members, except for those meeting specific grandfathercd participation rights
pnor acquisition. New employees not eligible to participate in the plans are offered benefits under adefined contribution

"I!supplemental retirement benefits to executives and other key managementemployees through unfunded nonqualified rcliremcnl plans.

Invr-infth subsidiaries are eligible for certain health care and life insurance benefits uponrettremcnt through contributory plans. Effective January I, 2014, the PPL Postretircment Medical Plan was closed to all
newly hired salaried employees. Effective July I, 2014, the PPL Postretircment Medical Plan was closed to all newly hired
bargaining unit cmp oyees Postretircment 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. Postretircment benefits under the PPL Montana Retiree Health Plan are paid from company
assets. WPD does noi sponsor any postreiircmcm benefit plans other ihan pensions.

(PPL)

The following table provides the components of net periodic defined benefit costs for PPL's domestic (U.S.) and WPD's
(U.K.) pension and other postretirement benefit plans for the years ended December 31.

Ncl periodic defined beneHt co.sts
(credits):

Scr\'icc cosi

Intercsi cost

Expectedreturnon plan assets
Amortization of:

Transition (asset) obligation
Prior scr\'icc cost (credit)
Actuarial (gain) loss

Net periodic defined benefit costs
(credits) prior to settlement charges,
cunailmeni charges (credits)
and termination bcnefils

SciticnKnt charges
Curtailmentcharges(credits)
Termination benefits (a)
Net periodic defined benefit costs
(credits)

Other Change.s In Plan AsseLs
and Benefit Obligations
Recognized in OCI and
Regulatory Assets/I.iahilities -
Gross:

Curtailments

Settlements
Net (gain) loss
Prior service cost

(credit)
Amortization of:

Transition asset(obligation)
Prior service (cost) credit
Actuarial gain (loss)

Total recognized in (X:i and
regulatory assets/liabilities (b)

Total recognized in ncl periodic
defined benefit costs. OCI and
regulatory assets/liabilities (b)

Pcn.sion Bcncnt.s
U.S. U.K.

2014 2013 2012 2014 2013 2012 2014 2013 2012

$ 102 S
233

(298)

126 3

213

(293)

; 103 S
220

(2.59)

71 S 69 S
354 320

(521) (46.5)

.54 S 12 S 14 S 12
-340 .32 29 31

(458) (26) (25) (23)

oo
1

22

80

24

42

1

132 150

2

4 1

79 1 6 4

87 148

1.1

\oo s 148 S

130

II

141 S

36

36 S

19

78 S 21 S

19

(!)

18 S

24 27

24 S 27

(II)
$ 600 S (319) 372 S 354 S 76 S 1.073 21 $ (68) S 13

(8) 7 (3) (1)

(20)
(30)

(22)
(80)

(24)
(42) (132)

(1)
(1.50)

(4)
(79) (1) (6)

(2)

(I)
(4)

.542 (421) 295 222 (75) 990 28 (77) 5

S 642 S (273) S 436 S 258 S 3 5 I.OII S 46 S (53) S 32
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Tr kV'̂ ' u" '̂ "''''" """ '''"• P''-''r'='i''<="i'="' bcnenis, Ihe amounts recognized in OCI and regulatoryasseis/liabihiics for ihc years ended December 3i were as follows:

OCI

Regulatory asseis/liabiliiies
Total recognized in OCI and

regulatory assets/liabilities

U.S. Pension Benefits
2014 2013

s .343 S (228) S 181
199 (193) 114

s 542 S (421) $ 295

2014

Other Postrctiremcnt Benefits
2013

7

21

28

(41)
(36)

(77) S

2012

12

(7)

The estimaicd amounts to be amortized from AOCI and regulatory assets/liabilities into net periodic defined benefit costs in
zun are as lollows:

Priorservicecost (cnsdii)
Actuarial (gain) loss
Total

Amortization from Balance Shecf
AOCI

Regulatory assets/liabilities
Total

(PPL Energy Supply)

Pension Benefits
U-S. U.K.

S 7

100 S 162
s 107 s 162

$ 49

58

s 162

s 107 s 162

The foilowing table provides the components of net periodic defined benefit costs for PPL Energy Supply's pension and other
posiretirement benefit plans for the yearsended December 31.

Net periodic defined benefit co.sls
(credits):
Service cost

Interest cost

Bxpccicd returnon plan assets
Amortization of;

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

Other Changes in Plan A.s.sets
and Benefit Obligations
Recognized in OCI:

Curtailments
Net (gain) loss
Prior service cost (credit)
Amortization of:

Actuarial gain (loss)

2014

5

9

(ii)

26

Pension Benents

2013

7

8

(10)

3

(15) S

2012

6

7

(9)

16

Other Postrctiremcnt Benefits
2014

1

(1)

2013

(i)
(3)

2012

(I)

(2) (2)
Total recognized in OCI 24 (18) 14 (4) (1)

Total recognized in net periodic
defined benefit costs and OCI S 29 S (10) S 20 $ S (3) S 1

Actuanal loss of$4 million related to PPL Energy Supply's pension plan is expected lo be amortized from AOCI into net
periodic delined benefit costs in 2015.
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Net periodic defined benefit costs
(credits):

Service cosi

Interest cost

Expected return on plan assets
Amonizaiion of;

Transition (asset) obligation
Priorservice cost (credit)
Actuarial (gain) loss

Net periodic defined benefit costs
(credit)

Other Changes in Plan Assets
and Benefit Obligations
Recognized in OCI and
Regulatory Assets/I.iabilities -
Gross:

Net (gain) loss
Prior servicecost (credit)
Amortization of:

Transition asset(obligation)
Prior service (cost) credit
Actuarial gain (loss)

Total recognized in OCI and
regulatory assets/liabilities

Total recognized in net periodic
defined benefit costs, (XI and
regulatory assets/liabilities

Pension Benefits
2014 2013 2012 2014

Other Postrctirement Benefits

s 21 S 26 S 22 S 4
66 62 64 9

(82) (82) (70) (4)

5 5 5 1

12 33 22 (1)

s 22 $ 44 S 43 s 10

s 162 $ (116) s 96 5 26
23 6

(5) (5) (5) (2)
1(12) (33) (22)

168 (154) 69 31

s 190 $ (110) s 112 S 41

2013

5

8

(5)

(14) S

(3)

(17)

(6) S

2012

4

9

(4)

2

3

(I)

13

(11)

(2)
(3)

I

(15)

(2)

For LKE's pt^sion and other posirciircmeni bencHis, the amounts recognized in OCI and regulatory assets/liabilities for ihc
years ended December 31 were as follows:

0C\

Regulatory assets/liabilities
Total recognized in (Xl and
regulatory assets/liabilities

2014

84

84

168

Pension BenefiLs

2013 2012

Other Postreliremcnt BenefiLs
2014 2013 2012

s (46) S
(108)

34 S

35

9 S (1) S
(16)

(i)
(14)

s (154) $ 69 $ 31 S (17) $ (15)

The esiimatcd amounts lo be amortized from AOCi and regulatory assets/liabilities into net periodic denned benefit cosis for
LKb in 2015 are as follows.

Prior service cost (credit)
Actuarial (gain) loss
Total

Amortization from Balance Shecf
AXI

Regulatory assets/liabilities
Total
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Pension

BencfiLs

Other

Post retirement
Benefits

S 7

34
S 3

S 41 s 3

s 3

38

s 1

•y

s 41 s 3



(LG&E)

Q DecclTr°3 "cnen, costs for LG&E's pension benefit plan for the

O

O

Net periodic deilncd benefit costs (credits):
Service cost

Interest cost

E-xpccicd returnon plan assets
Amortization of;

Prior servicecost (credit)
Actuarial (gain) loss

Net periodic defined benefit costs(credits)

Other Changes in Plan Assets and Benefit Obligations
Recognized in Regulatorj- Assets - Cross:

Net (gain) loss
Priorscr\'icc cost (credit)
Amortization of:

Prior service (cost) credit
Actuarial gain (loss)

Total recognized in regulatory assets/liabilities

Total recognized in net periodic defined benefit costs and regulatory assets

The cstinialcd amounts to be amorlizeiJ from regulatory assets into net periodic defined benefit costs for LG&E in 2015 are
as lollows.

Prior sen'icc cost (credit)
Actuarial (gain) loss
Total

(All Regisiraius)

Pension HencDLs
2014 2013 2012

s 1 S 2 S 7

15 14 14

(19) (20) (19)

2 2 3
6 14 11

s 5 s 12 S n

s 14 s (20) s 18
9

(2) (2) (2)
(6) (14) (11)
15 (36) 5

s 20 s (24) s 16

Pension

BcnefiLs

S 3

11

S 14

The following ncl periodic defined bcncfil costs (credits) were charged to operating expense, excluding amounts charged to
construction and other non-expense accounts. The U.K. pension benefits apply to PPL only.

PPL

PPL EnergySupply
PPL Electric (a)
LKE

LC&E

KU(a)

Pension Hcncnts

UJL Other Postrelircmenl Bciiefit.s_2014 2013 2012 2014 2013 2012 2014 2013 2012

84 S 117 S 119 S
39 45 37
12 18 19
17 32 31
5 14 13
3 9 8

(9) S 33 S 25 S :3 S 19 S 22

3 6 6
2 3 3
7 8 9
4 4 5
2 2 3

(a) PPL Electric and KU do not directly sponsor any defined benefit plans. PPL Electric and KU were allocated these costs of defined benefit plans

Srawl "'ose plans, which managenKjni believe are

In the table above, for PPL Energy Supply and LG&E, amounts include costs for the specific plans each sponsors and the
1r- P of denned bencni plans sponsored by PPL Services (for PPL Energy Supply) and by LKE (forLG&E), based on their participation in those plans, which management believes arc reasonable:

Pension Benefits Other Po.slrelirenKnt ffcncfits
^0'*^ 2013 2012 2014 2013 2012"

PPL EnergySupply $ 34
LG&E 7

38 S 31 S 3 S 5 S 5
.5544 5
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(AH Registrants except PPL Electric andKU)

2014 ffiP 2^o"l7halT-Ihr w 'r° of Accaries in October
In addition PPL PPi Fieri <; V l o °"""' PO '̂folircment bcncHt plans at December 31, 2014.
and scllctldlhe IRS BR I T "" f°''os'im^ling projected mortality improvements
11h . u '"0-d""ensional nnprovemenl scale on agenerational basis for all U.S. defined benefit pensionand other postreliremcnl benefit plans. These new mortality assumptions reflect the recognition of both improved life
expeetancies and the expectation of continuing improvemcnis in life expectancies. The use of the new base tables and
improvement scale resulted man increase to U.S. defined benefit pension and other postretirement benefit obligations an
increase to future expense and a decrease in funded slalus.

The following weighted-average assumptions were used in the valuation of the benefit obligations at December 31 The UK
pension benefits apply to PPL only. " '

PPL

Discounl raic

Rale of coinpensaiion increase

PPL Energy Supply
Discounl rale
Raic of compcnsaiion increase

LKE

Discounl rate
Rale of compensalion increase

LC&E

Discounl raic

U.S.

2014

4.25%

.t.92%

4.28%

4.0."?%

4.25%

5.50%

4.20%

Pension BencflLs

2013

5.12%

3.97%

5.18%

3.94%

5.18%

4.00%

5.13%

U.K.

2014

3.85%

4.00%

2013

4.41%

4.00%

Other Po.slrclircmcnt Benefits
2014 2013

4.08%

3.86%

3.81%

4.03%

4.06%

3..50%

4.91%

3.96%

4.51%

3.94%

4.91%

4.00%

The following weighted-average assumptions were used to determine the nel periodic defined benefit costs for the years
ended December 31. The U.K. pension benefits apply to PPL only.

PPL

Discounl rale
Rale of compensalion increase
Ex|x'cte(l rcium on plan asseis (a)

PPL Energy Supply
Discounl rale

Rale of compensation incrca.sc
E.xpcciccl reium on plan asseis (a)

LKE

Discount rale

Rale of compensation increase
Expccieci returnon plan assets (a)

LG&E

Discounl rate

Expected returnon plan assets (a)

2014

5.12%

3.97%

7.00%

5.18%

3.94%

7.00%

5.18%

4.00%

7.00%

5.1.3%

7.00%

U.S.

2013

4.22%

3.98%

7.03%

4.25%

3.9.5%

7.00%

4.24%

4.00%

7.10%

4.20%

7.10%

Pen.sion RenefiLs

2012

5.06%

4.02%

7.07%

.5.12%

4.00%

7.00%

5.09%

4.00%

7.25%

5.00%

7.25%

2014

4.41%

4.00%

7.19%

U.K.

2013

4.27%

4.00%

7.16%

2012

5.24%

4.00%

7.17%

Other Postreliremcnl Bcncfil.s
2014 2013 2012

4.91%

3.96%

5.96%

4.51%

3.94%

N/A

4.91%

4.00%

6.75%

4.00%

3.97%

5.94%

3.77%

3.95%

N/A

3.99%

4.00%

6.76%

4.80%

4.00%

5.99%

4.60%

4.00%

N/A

4.78%

4.00%

7.02%

(a) The expccicd long-term rates of return for pension and other postreliremcnl bencHis are ba.sed on management's projections using abest-estimate of
expected returns, volatilities and correlations for each asset class. Each plan's spccilic current and expected asset allocations are aLso considered in
developing a rca.sonablc return assumption.

(PPL. PPL EnergySupply and LKE)

The following table provides the assumed hcalih care cosl trend rates for ihc years ended December 3I;
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PPL, PPL Encrg}' Supplyand LKE
Healih carc cos( irend rale assumed for nexl year

- obltgalions
• cosi

Raie 10 which ihe cost trend rate is assumed to decline (the ultimate trend rate)
- obligations
• cost

Year that the rate reaches the ultimatetrend rate
- obligations
• cost

2014

7,2%

7.6%

5.0%

5.0%

2020

2020

2013

7.6%

8.0%

5.0%

.5.5%

2020

2019

2012

8.0%

8..5%

5..5%

5.5%

2019

2019

Aone percentage point change in the assumed health care costs trend rate assumption would have had the following effects
on the other postretiremcnt beneUt plans in 2014;

Effect on accumulated postrctircment benefit obligation
PPL

LKE

One Percentage Point
Increase Dccrea.sc

5 S
4

(5)
(4)

The effects on PPL Energy Supply's other postrctiremenl benefit plan would not have been significant.

(PPL)

The funded status of PPL's plansat December 31 wasas follows:

Pension BeneHLs

Chungein BcnentObligation
Benefit Obligation, beginning of period

Scr\'icc cost

Interest cost

Participant contributions
Plan amendments

Actuarial (gain) loss
Curtailments
Tennination benefits
Cross benefits paid (a)
Federal subsidy
Currency conversion

BenefitObligation, end of period

Change in Plan As.seLs
Planassets at fairvalue, beginning of period

Actual retum on plan assets
Employer contributions
Participant contributions
Gross benefitspaid (a)
Currency conversion

Plan assets at fair value, end of period

FundedStatus,end of period

Amounts recognized in the Balance
Sheets consist of:

Noncuirent asset

Current liability
Noncurrent liability

Netamount recognized, end of period
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U.S.
2UI4

4..591 S

102

2.33

(7)
925

13

(248)

2013

5.046

126

213

(.540)

(2.54)

UK.

2014

8.143

71

3.54

16

747

(411)

2013

69

320

15

46

3

(375)

Other Postrctircment Bencfit.s
2014 2013

722

14

29

12

(4)
(.54)

(57)

662

12

32

12

6

58

(I)

(56)
I

(397) 177

5.609 4..591 8.523 8.143 726 662

4.1.56 3.939 7.284 6.911 446 421
622 72 895 438 62 37
102 399 311 134 16 30

16 15 12 12
(248) (254) (411) (.375) (.52) (.54)

(.361) 161
4.632 4.1.56 7.7.34 7.284 484 446

S (977) S (435) S (789) S (859) S (242) S (216)

(10) S
(967)

(977) $

(8) S
(427)

(435) S

222

(I)
(788) S

(789) S
(8.59)
(8.59) S

(4) S
(239)

(242) S

(1)
(215)

(216)
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o

Amounts recoKnizcd in AOCl and
regulatory assets/liabilities (pre-tax)
consist of:

Prior service cost (crcdii)
Nei aciuariai (gain) loss
Toial (b)

Total accumulated benefit obligation
fordefined benefit pension plans

U.S.
2014

41 S

1.412

I.4.'i3 S

.•>,!.*>6 $

Pension Benefits

2013

69

842 S

91! S

4.191 S

U.K.

2014

2.334 S

2.334 S

7.867 S

Other Postretirement Benefits
2013 2014 2013

2.112

2.112 $

7..542

(4) S
54

.•>0 S

(11)
33

22

(a) Certain U.S. pension plans ofrercd alimiled-linK program in 2014 and 2013 during which terminated vested panicipants could elect to itxeive their

toterl^S'̂ LXni:;:.:; on and million of lump-sum cash payments made
'''' rs^?JliabiliS"" regulation as pn^cribed by GAAP. As aresult. WPD does not racord regulatory

poslrctircmcni bcncru plans, (he amounis recognized in AOCI and regulatory
asseis/liabilnics al December 31 were as follows:

AOCl

Regulatory assets/liabilities
Total

U.S. i'ension Benefits Other Po.strelircincnl Benefits
2014 2013

s 773 S 430 S 26 s 19
680 481 24 3

$ 1.4.S3 s 911 s .SO s 22

The following tables provide infornialion on pension plans where the projected bencm obligation (PBO) or accumulated
benefit obligation (ABO) exceed the lair value ofplan assets:

Projected benefit obligation
Fair value of plan a.sscts

Accumulated benefitobligation
Fair value of plan assets

U.S.

PBO in excess of piim u.sscts
2014 2013

.•i.609

4.632

U.S.

4..591

4.1."56

Alto in excess of plan a.ssets
2014 2013

.t.l.'ie

4.632
572

431

U.K.

PBO in exce.ss of plan iis.set.s
2014 2013

8..'i23

7.734

U.K.

8.143

7.284

ABO in excess of plan us.set.s
2014 2013

3..S92

3.321

3.441

3.I3I

(PPL Energy Supply)

The funded status of PPL Energy Supply's plans at December 31 was as follows:

Pension Benefit.s

2014
Other I'ostretircment BcncfiLs

Changein Benefit Obligation
Benefit Obligation, beginning of period

Scr\'ice cost

Interest cost
Plan amendments

Actuarial (gain) loss
Curtailments
Cross benefits paid

Benefit Obligation, end of period
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5

9

38

(5)
210

223

2013

176

7

(23)

(5)

163

2014

12

I

(I)
(I)
(I)
10

2013

17

I

(4)
(I)

(11
12
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o

O

Change in Plan Assets
Plan assets at fair value, beginning of
period

Actual returnon plan as.<;ets
Employer contributions
Crossbenefits paid

Plan assets at fair value, end of period

Funded Status, endof period

Amounts recognized in the Balance
Sheets consist of:

Current liability
Noncurreni liability

Net amount i^icognized. end ofperiod

Amounts recognized in AOCI
(pre-tax) consist of:

PriorseiA'icc cost(credit)
Net actuarial (gain) loss
Total

Total accumulated benefit obligation
fordefined benefit pension plans

Pension Benefits
2014

147

22

6

_ (5)
170

(40) S

(40) S_
(40) $

.'59

59

210 S

2013
Other Po.sircliremcni Benefits

2014

149

3

147

(16) S

(16)

(16) S

.34

34 $

163

1

(i)

(10) S

(!)
(9)

(10) s

(4) S

(4) S

2013

111

(12)

(1)

ini
(12)

(-5)
I

i4)

aToelSer 37 2oi7a7d M obligalions in excess of ,he fair value of plan assets

7os7or™cIl7d'r„'7rr°'''' P«"ion of the funded slalus andsof the denned ^nefil plans sponsored by PPL Services based on their participation in those plans, which management
behcvLS are reasonable. The aeluarially delerniined obligalions of current active employees arc used as abasis lo allocate

mDe^Ttb^r Supply resu,te7i„ ImbuLs

Pension

Other postrctiremcni benefits

(LKE)

2014

259

.34

2013

96

35

The funded status ofLKE s plans at December 31 was as follows:

Change in Benefit Obligation
Bencfii Obiigiition. beginning of period

Service cost
Interest cost

Panicipani contributions
Plan amendments (a)
Actuarial (gain) loss
Gross benefitspaid (b)

BenefitObligation, end of period

Change in Plan Assets
Plan assci.s at fair value, beginning ofperiod

Actual return on plan assets
Employer contributions
Participant contributions
Cross benefitspaid (b)

Plan assetsat fairvalue, endof period

FundedSiatu.s, end of period

Pen.s-inn BcncfiLs
2014 2013

Other Postrctiremcnt BcncfiLs
2014

s 1.328 S 1.487 S 193 S 209
21 26 4 5

866 62 9

7 7
23 6

253 (177) 32 (18)
(83) (70) (17) (18)

1.608 1..328 234 193

1,173 1.070 74 68

I173 2! 10
38 1.52 8 16

7 7
(83) (70) (17) (18)

1.301 1.173 82 74

s (307) S (155) S (152) S (119)
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O
Anwunts recognized in the Babnce
Sheets consist of:

Noncurreni assci
Current liability
Noncurreni liability

Net amount recognized, endof period

Amounts recognizedin AOCI and
regulatory assets/liabilities (pre-tax)
consist of;

Priorservice cost (credit)
Netactuarial (gain) loss
Total

Total accumulated benefit obligation
for defined benefit pension plans

(a)

(b)

Pension Benefits
2014

(3)
(304)

2013

(3)
(152)

Other Postretircment Benefits
2014 _20I3

2

(3)
(151) S,

(307) S (15.5) S (152) S
(119)

(I 19)

43 S
354

397 S

1.461 S

24 $

205

229 $

1.176

12 S

8 S
(30)
(22)

The amounts recognized in AOCI and regulatory assets/liabilities at December 3! were as follows:

AOC\

Regulatory assets/liabilities
Total

Pen.sion BcncfiLs
2014

65

332

397

2013

(19)
248

229

Other Postretirement Benefits
2014 2013

(22)

(22)

plans where Ihe projcclcd beneni obligation (PBO) oraccumulatedbenefit obligations (ABO) exceed the fair value ofplan assets:

o

Projccied bcncfil obligaiion
Fair valueof plan assets

Accumulated benefil obligation
Fair value of plan assets

(LG&E)

The funded status of LG&E's plan at December 31, was as follows:

Change in Benefit Obligation
Benefil Obligation, beginning ofperiod

Service cost
Inicrcst cost

Plan amendments (a)
Actuarial (gain) loss
Cross ttencfilspaid (b)

Benefit Obligaiion. endof period
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I'BO in excessof plan assets
2014 2013

S 1.608 S 1.328
I..30I 1.173

ABO in excessof plan assets
2014 2013

S 1.46! S 350
I..30I 284

Pension Benefits
2014

29!

I

15

9

36

(21)
.3.31

2013

.331

2

14

(35)
(21)

291



O

o

O

Change in Plan Assets
Plan assets at fair value, beginning ofperiod

Actual return on plan assets
Employer contributions
Cross benefits paid(b)

Plan assets at fairvalue, endof period

FundedStatus,end of period

Amounts recognized In the BalanceSheets consistof:
Noncurrent liability

Net amount recognized, endof period

Amounts recognized in regulatory a.ssets (pre-ta.x)
consist of:

Priorservicecost (credit)
Net actuarial (gain) loss
Total

Total accumulated benefit obligation for defined benefit pension plan

Pension Bencnts
2014 2013

28! 287
41 4

II

(2!) (21)
301 28!

$ (30) $ (10)

$ (30) S (tm
s (30) S (iO)

$ 22 s
98 90

s 120 s 10.1

s 330 $ 288

(a)

(b)

amended in lltecember 2014 to enhance the early retirement factors for all plan panicipants retiring on or after January 1. 201S This
" rwul'ed in an increase of$9 million in the plan's projected benefit obligation as ofDecember 31 2014

'.'n P^gran, in 2014 and 2013 during which terminated vested panicipants could elect to receive their accmedpension benefit as aonetime lump-sum payment. The gross benefits paid includes S8 million and S7 million of lump-sum cash payments made to
terminated vested panicipants in 2014 and 2013 in connection with these offerings. payments made to

LG&Es pension plan had projected and accumulated benefit obligations in excess of plan assets at December 3
2014 and

In addition to the plan it sponsors, LG&E is allocated aportion of the funded status and costs of certain deHned 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 abasis to allocate total plan activity
including active and retiree costs and obligations. Allocations to LG&E resulted in liabilities at December 31 as follows: '

Pension

Oihcr posirciirenKnt benefits

(PPLand PPL Energy Supply)

2014

27 S

85

2013

9

73

PPL Energy Supply's mechanical contracting subsidiaries make contributions to over 70 multiemploycr pension plans, based
on the bargaining units from which labor is procured. The risks of participating in these multiemploycr plans are different
from single-employer plans in the following aspects:

• Assets contributed to the muliicmployer plan by one employer may be used to provide benefits to employees of other
participatingemployers.

• If aparticipating employer stops contributing to the plan, the unfunded obligations of the plan may be borne by the
remaining participating employers.

• If PPL Energy Supply's mechanical contracting subsidiaries choose to slop participating in some of their multiemploycr
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 Stcamfitlcrs Local Union No. 420 Pension Plan, EIN/Plan Number 23-2004424/001 as the
only significant plan to which contributions arc made. Contributions to this plan by PPL Energy Supply's mechanical
comracling companies were $5 million for 2014, 2013 and 2012. At the date the financial statements were issued, the Form
5500 was not available for the plan year ending in 2014. Therefore, the following disclosures specific to this plan arc being
made based on the Form 5500s filed for the plan years ended December 31, 2013 and 2012. PPL Energy Supply's
mechanical contracting subsidiaries were not identified individually as greater than 5% contributors on the Form 55(X)s.
However, the combined contributions of the four subsidiaries contributing to the plan had exceeded 5%. The plan had a
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o

20irin'ldri'iHn°",C'' 1°"' 'T period, as of December 11 2011 and

Obligations under the plan and the number of participating employers contributing to the plan.

The table below details total contributions to all mulliemployer pension and other postrclirement plans, including the plan

Pension Plans
Other Posirelircnicni Bencfii Plans
Total Contributions

(PPL Electric)

c»I's°oTni™''"h r%"p,' t"'" P'""^-'' '•' "P°"i™ "f'hc funded s.a.us and
^en r M TU ^ °" '̂ ose plans, which management believes arcreasonable. The aciuarially determined obligations of current aclive employees arc used as abasis lo allocate lolal plan
atlivily, including active and reliree cosls and obligalions. Allocalions lo PPL Elcciric resulted in liabililies al December 11

Pension

Other posirctirernent benefits

(KU)

2014

40 $
_33 _
73 S

2013

20t4

36 S

32

68 S

212

40

2012

2013

31

28

59

96

41

Although KU does not directly sponsor any dcHncd bencHt plans, it is allocated aportion of the funded status and costs of
plans sponsored by LKE based on its participation in those plans, which management believes are reasonable. The
aciuarially determined obligations o( current active employees and retired employees of KU are used as abasis to allocate

a^follolT''''''̂ ' Allocations to KU resulted in liabilities al December 3

2014
Pension

Other posiretirement benefits

Plan Assets - U.S. Pension Plans

(All Registrants except PPL Electric and KU)

PPL's primary legacy pension plan, the pension plans sponsored by LKE and the pension plan in which employees of PPL
Montana participate are invested in the PPL Services Corporation Master Trust (the Master Trust) that also includes 401(h)
accounts that arc restricted for certain other postreiircmcni bcneHt obligations of PPL and LKE. The investment strategy for
the Master Trust is to achieve arisk-adjusted return on amix of assets that, in combination with PPL's funding policy will
ensure that sulficieni assets arc available to provide long-term growth and liquidity for bcncnt payments, while also
managing the duration of the assets to complement the duration of the liabilities. The Master Trust bcncHts from a wide
diversincation of asset types, investment fund strategies and external investment fund managers, and therefore has no
significant concentration of risk.

The investmeni policy of the Master Trust outlines investment objectives and defines the responsibilities of the EBPB
external investment managers, investment advisor and trustee and custodian. The investmeni policy is reviewed annually by
PPL s Board of Directors. ^ '

59

52

2013

11

42
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he EBPB created arisk management framework around the trust assets and pension liabilities. This framework considersO the trust assets as being composed of three sub-portfolios: growth, immunizing and liquidity portfolios. The growth
portfolio IS cornprised of investments that generate areturn at areasonable risk, including equity securities, certain debt
securities and alternative investments. The immunizing portfolio consists of debt securities, generally with long durations

dderivative positions. Th^mmumzmg portfolio is designed to offset aportion of the change in the pension liabilities due
ochanges in interest rates. The liquidity portfolio consists primarily of cash and cash equivalents.

Target allocation ranges have been developed for each portfolio on aplan basis based on input from external consultants with
agoal of limiting funded status volatility. The EBPB monitors the investments in each portfolio on aplan basis, and seeks to
obtain atarget 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 aplan basis, as well as the weighted
average ofsuch guidelines, as of the end of2014 are presented below.

The asset allocation for the trust and the target allocation by portfolio at December 31 are as follows:

o

o

Growth Portfolio
l£()uiiy securities
Debi sccuriiics (b)
Altcm.Tlive invcstmcnis

Immunizing Porlfoiio
(Debt securiiies (b)
t>:rivaiivcs

Liquidity Portfolio

Toial

Percentage of lru.sl assets
2014 Target Asset Allocation (a)

2014 (at 2013

51% 59% 52%
26% 30%

1.1% 17%

12% 12%

47% 39% 46%
44% 40%

3% (!%)
2% 2% 2%

100% 100% 100%

PPLPIaas

S2%

46%

2%

100%

LKR Plans

52%

46%

2%

100%

KURcl'immeJSfp^^^ Bargaining Employees- Rclircmcnl Plan and agroup annuily contract held by the LG&E and
(b) Includes commingled debt funds, which PPL treats as debt securities for asset allocation purposes.

(PPL Energy Supp/yJ

PPL Montana, asubsidiary of PPL Energy Supply, has apension plan whose assets are invested solely in the Master Trust
which IS lully disclosed below. The fair value of this plan's assets of $170 million and $147 million at December 31, 2014
and 2013 represents an interest of approximately 4%and 3% in the Master Trust.

(L/CE)

LKE has pension plans, including LG&E's plan, whose assets are invested solely in the Master Trust, which is fully disclosed
below. The fair value of these plans'assets of $1.3 billion and $1.2 billion at December 31, 2014 and 2013 represents an
interest of approximately 28% and 29% In the Master Trust.

(LG<S:E)

LG&E has apension plan whose assets are invested solely in the Master Trust, which is fully disclosed below The fair value
of this plan's assets of $301 million and $281 million at December 31, 2014 and 2013 represents an interest of approximately
6% and 7% in the Master Trust.

(AllRegistranisexceptPPL Electric and KU)

The fair value of net assets in the Master Trust by asset class and level within the fair value hierarchy was:
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o

o

PPL Services Corporation Master Trust
Cash and cash equivalents
Equity securities:

U.S.;

Largc-cap
Small-cap

Iniemaiiona)

Commingled debt
Debt securities:

U.S. Treasury and U.S. government sponsored
agency

Residential/commercial backed securities
Corporate
International government
Other

Alternative investments;

Commodities
Real estate

Private equity
Hedge funds

Derivatives:

Interest rateswapsand swaptions
Other

Insurance contracts
PPL ServicesCorporationMasterTrust assets,at

fair value

Receivables and payables.net (a)
401 (h) accounts restricted for other
posttetircmeni beneftt obligations

Total PPL ServicesCorporationMasterTrust
pension assets

received,

Balanceat beginning of period
Actual return on plan assets

Relating to assets still held
at the reporting date

Relating to assetssoldduringtheperiod
Purchases, sales and settlements

Balance at end of period

December 31. 2014 December 31. 2013
Pair Value Mca.suremenLs Usine

Total Level 1 Level 2 Level 3 Total

S 246 $ 246 S 120 $ 120

432 114 S 318 480 134 $ 346
\45 145 137 137
615 615 630 163 467
818 818 749 13 736

723 706 17 617 -563 .54
2 2 12 II S 1

1.109 1.088 S 21 963 940 23
8 8 7 7
9 9 24 24

90 90 108 108
148 148 1.34 134
104 104 80 80
223 223 210 210

92 92 (49) (49)
12 12 12 12
33 33 37 37

4.809 S I.2II S 3.440 $ 1.58 4.271 $ 1.1.30 S 3.000 S 141
(41)

(136) (iI5)

S 4.632 S 4.156

investments sold/purchased but not yet settled along with interest and dividends earned but not yet

classified as Level 3 ai December 31, 2014 is as follows:

Residential/

commercial

backed Corporate Private Insurance
securities debt couitv contracts Total

S 1 $ 23 S 80 S 37 S 141

(1) (!) 19 1 18

(1) (1)
5 (5) ^

S S 21 S 104 $ 33 S 1.58

Areconcilialion of the Master Trusi assets classified as Level 3 at December 31, 2013 isas roilows:

Balanceat beginningof period
Actual return on plan assets

Relating to assets still held
at the reporting date

Relating to assetssoldduringtheperiod
Purchases, sales and settlements
Transfers from level 3 to level 2

Balance at end of period S I $ 23 $ 80 $ 37 $ s I4i"

Residential/
commercial

backed Corporate Private Insurance Other
securities debt

S 1 s 27 $ 75 S 42 S 1 S 146

3 2 5
5 5

(9) 2 (7) (14)
(J) (1)
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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 I, are based on quoted prices in active markets
These securities represent actively and passively managed investments that are managed against various equity indices.

L^veTr^^.'r equity and debt funds are categorized as equity securities. These investments are classified asU 2, except for exchange-traded funds, which are classified as Level Ibased on quoted prices in active markets The fair
va ue measurements for Level 2investments are based on firm quotes of net asset values per share, which are not considered
obtained from aquoted price in an active market. Investments in commingled equity funds include funds that invest in US
7^777 " investments in commingled debt funds include funds that invest in adiversified portfoliogmg market debt obligations, as well as funds that invest in investment grade long-duration fixed-income securities.

Ill7' '"'\ '̂:""e^nts of debt securities are generally based on evaluations that refiect observable market informationsuch as actual trade information for identical securities or for similar securities, adjusted for observable differences The fair
value of debt securities IS generally measured using amarket approach, including the use of pricing models which
incorporate observable inputs. Common inputs include benchmark yields, relevant trade data, 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 payment data, future predicted cash flows
coMateral performance and new issue data. For the Master Trust, these securities represent investments in securities issiied by
U.b. Treasury and U.S. government sponsored agencies; investments securitized by residential mortgages, auto loans credit
cards and other pooled loans; investments in investment grade and non-investment grade bonds issued by U.S companies
across several industries; investments in debt securities issued by foreign governments and corporations and exchange traded

o

o

Investments in commodities represent ownership of units of acommingled fund that is invested as along-only, unleveraged
portfolio of exchanp-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 aspecified notification period. The fund's fair
value IS based upon a unit value as calculated by the fund's trustee.

Investments mreal estate represent an investment in apartnership whose purpose is to manage investments in core US real
estate properties diversified geographically and across major property types (e.g., office, industrial, retail, etc.) The manager
IS f^used on properties with high occupancy rates with quality tenants. This results in afocus on high income and stable
cash flows with appreciation being asecondary factor. Core real estate generally has alower 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 tiecessary to avoid adverse consequences for the partnership, including legal and tax implications, among others The
lair value of the investment is based upon a partnership unit value.

Investments in private equity represent interests in partnerships in multiple early-stage venture capital funds and private
equity fund of funds that use anumber of diverse investment strategics. 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
partnerships life, the investment cannot be redeemed with the partnership; however, the interest may be sold to other parties
subject to the general partner's approval. The Master Trust has unfunded commitments of $55 million that may be required '
during i^he lives of the partnerships. Fair value is based on an ownership interest in partners' capital to which aproportionate
share of net assets IS attributed.

Invcsimcnls in hedge funds rcpreseni inveslmcnls in three hedge fund of funds. Hedge funds seek areturn utilizing anumber
Of diverse investment strategies. The strategies, when combined aim to reduce volatility and risk while attempting to deliver
positive returns under most 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 within 65 to 95 days with
prior written notice. The funds are subject to short term lockups and have limitations on the amount that may be withdrawn
based on apercentage 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 lund s fair value is based on an ownership interest in partners' capital to which aproportionate share ofnet assets is
attributed.
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r'mlT r'"" of derivative instruments utilize various inputs that include quoted prices for similar contracts
vLr, on mTl t '"Stances, these instruments may be valued using models, including standard option
slniinnJ,h r primarily represent investments in interest rate swaps andswaptions (the option to enter into an interest rate swap) which arc 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.

inveslmeni in an immediate participation guaranteed group annuity
oa men J HT " "" distributions for bcnempayments and administrative expenses.

Plan Assets - U.S. Other Postretirement Benefit Plans

The investment strategy with respect to other postretirement benefit obligations is to fund VESA trusts and/or 401 (h)

Master Trust, other postretirement benefit plans are invested mamix of assets for long-term growth with an objective of

77rin'"7"' '7r ''7" P'lynK^nls. These plans benefit from diversification of assetypes, investment fund strategies and investment fund managers, and therefore, have no significant concentration of risk
Equity securi ICS include investments in domestic large-cap commingled funds. Ownership interests in commingled funds
mr7i n 7 classified as equity securities, but treated as debt securities for asset allocation andtarget allocation purposes. Ownership interests in money market funds are treated as cash and cash equivalents for asset
a ocation and target allocation purposes. The asset allocation for the PPL VEBA trusts, excluding LKE, and the target
allocahon, byassei class, at December 31 aredetailed below.

Asset Class

U.S. Equiiysccurilies
l>:bi sccuriiics (a)
Cashandcashequivalents (b)

Total

(a) Includes commingled debt funds anddebtsecurities.
(b) Includes moneymarket funds.

LKE sOther postretirement benefit plan is invested primarily in a401(h) account, as disclosed in the PPL Services
Corporation Master Trust, with insignificant amounts invested in money market funds within VEBA trusts for liquidity.

The fair value of assets in the U.S. other posireliremcnt benefit plans by asset class and level within the fair value hierarchy

Money market funds
U.S. Equity sccuriiics:

I-argc-cap
Commingled debt

Debt securities;

Municipalities
Total VEBA trust assets, at fair value

Receivables and payables. net (a)
401(h) account assets
Total other postreiircmeni bcncfii plan

assets

Total

December 31, 2014
Fair Value Measurement Using

Level I Level 2 Jvcvel 3
9 $

169

136

33

347 $

I

1.36

484

9 S

169

136

33

338

Percentage of plan as.scLs
2014

Target Asset
Allocation

2014

49%

49%

2%

100%

2013

55%

41%

4%

100%

45%

50%

5%

100%

December 31, 2013

Total

Fair Value Meu.surcmcnl Using
Level 1 Level 2 Level 3

12 S

182

100

36

330 S

I

115

446

12

12 S

182

100

36

318

(a)
recdvc?forinvestments sold/purchased but not yet settled along with intei^^st and dividends earned but not yet

Investments in money market funds represent investments in funds that invest primarily in adiversified portfolio of
investment grade money market instruments, including, but not limited to, commercial paper, notes, repurchase agreements
and other evidences of indebtedness with amaturity not exceeding 13 months from the date of purchase. The primary
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Investments in large-cap equity securities represent investments in apassively managed equity index fund that invests insccur,„es and acombmanon of Cher collective funds. Fair value measurements are^not obtained from aquoteti pricl in an
can berade dail'yTn thtlund. f"""' R-^demptions

securities represent investments in a fund that invests in adiversified portfolio of investment
grade long-duration fixed income securities. Redemptions can be made weekly on these funds.

Investments in municipalities represent investments in adiverse mix of lax-exempt municipal securities. The fair value
measurements for these securities are based on recently executed transactions for identical securities or for similar securities.

Plan Assets - U.K. Pension Plans (PPL)

The overall investnnent strategy of WPD's pension plans is developed by each plan's independent trustees in its Statement of
Investment Prmcipks in compliance with the U.K. Pensions Act of 1995 and other U.K. legislation. The trustees' primary
ocus IS to ensure that assets are sufHcient to meet members' benefits as they fall due with alonger term objective to reduce

investment risk. The investment strategy is intended to maximize investment returns while not incurring excessive volatility in
he funding position. WPDs plans are invested in awide diversilication of asset types, fund strategies and fund managers; and

therefore, have no significant concentration of risk. Commingled funds that consist entirely of debt securities are traded as
equity units, but treated by WPD as debt securities for asset allocation and target allocation purposes. These include
investments m U.K. corporate bonds and U.K. gilts.

The asset allocation and target allocation at December 31 of WPD's pension plans are detailed below.

Asset Class
Cash and cash equivalents
Equity securities

U.K.

European (excluding the U.K.)
Asian-Pacific

North AiiKrican

Emerging markets
Currency
Global Tactical Asset Allocation

Debt securities (a)
Alicmaiivc invcsinxints

Total

(a) Includes commingled debt funds.

Cash and cash equivalents
Equity securities;

U.K. companies
European companies (excluding the U.K.)
Asian-Pacific companies
North Anwrican companies
Emergingmarketscompanies
Global Equities
Currency
Global Tactical Asset Allocation
Commingled debt:

U.K. corporate bonds
U.K. gilts
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Total

December 31, 2014
Fair Value Measurement Using
Level 1 Level 2 Level 3

Percentage of plan assets
Target Asset

Allocation

57 $ 57

2014 2013 2014

1%

3% 7% 3%
3% 5% 3%
2% 3% 2%

3% 5% 3%
9% 8% 9%
2% 7% 3%

29% 19% 30%
42% 40% 41%

6% 6% 6%
100% 100% 100%

he fair value hierarchy was:

Deccmher 31, 2013

Fair Value Measiiremeni tI<mo
Total Level I Level 2 l-evel 3

S 10 s 10

523 267 S 256
355 275 80
226 180 46
.352 254 98
41 1 126 285
161 161
485 485

1.384 1.384

504 504
2.426 2.426

239

I9S

142

227

309

397

190

2.263

436

2.840

232

239

198

142

227

309

397

190

2.263

436

2.840
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Altemativc invesimenis:
Real estate

Fairvalue • U.K. pension plans

Total

436

December 31, 2014
FairValue Measurement U.sinp
Level I Level 2 Level 3

436
7.734 $ ^7 $ 7.677

Total

447

December 31, 2013
Fair Value Measurement Usinp
Level I l^vel 2 Level 3

447

$ 7.284 $ 1.112 S 6.172

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.

!nTct'"ThVrioh"?T-^riousequityindices. The Global Tactical Asset Allocation strategy attempts to benefit from short-term market inefftciencies by taking
positions in worldwide markets with the objective to profit from relative movements across those markets.

U.K. corporate bonds include investment grade corporate bonds of companies from diversified U.K. industries.

U.K. gilts include gilts, index-linked gilts and swaps intended to track aportion of the plans' liabilities.

'r'"' U.K. industrial and commercialreal estate with astrategy of earning current rental income and achieving capital growth. The fair value measurement of the
nnnl! T ^ Underlying properties thai are independentlyppraiscd 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 alarge forced sale in order to ensure other unit
holders are notdisadvantaged.

Expected Cash Flows - U.S. Defined Benefit Plans (PPL)

PPL sU.S. defined benefit pension plans have the option to utilize available prior year credit balances to meet current and
future contribution requirements. However, PPL contributed $175 million to its U.S. pension plans in January 2015.

PPL sponsors various non-qualified supplemental pension plans for which no assets are segregated from corporate assets.
FFL expects to make approximately $10 million ofbenefit payments under these plans in 2015.

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 ofthis past practice would cause PPL to
contribute $17 million to its other postretirement benefit plans in 2015.

The following bencr,I payments, which renecl expected future service, as appropriate, are expected to be paid by the plans
and the tollowing federal subsidy payments are expected to be received by PPL.

Other PostrctircnK'nl

201.5

2016

2017

20IS

2019

2020-2024

Expected
Bcncnt Federal

Pension Payment Subsidy

268 $ 54 S 1
279 56 1
294 58 1

308 60 1

323 62 1
1.749 326 3

(PPL Energy Supply)

The PPL Montana pension plan has the option to utilize available prior year credit balances to meet current and future
contribution requirements. However, PPL Montana contributed $32 million to its pension plan in January 2015.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans.
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2015

2016

2017

2018

2019

2020-2024

(LKE)

Pension

5

7

7

8

9

58

Other

Postrctircment

$ 1

I

1

2

2

9

"P''"" P""'' balances to meet current and futurecontribution requirements. However, LKE contributed $49 million to its pension plans in January 2015.

LM P'°"' ^<=S'-<=g'"'=d f™". corporate assets.LK.h expects to make $3 million ofbenefit payments under these plans in 2015.

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 would cause LKE to
contribute $13 million to its other postretirement benefit plan in 2015.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans
and the lollowing federal subsidy payments are expected to be received by LKE.

Other Postrclircmcnt

2015

2016

2017

2018

2019

2020-2024

(LG&E)

Pension

60

62

67

72

77

456

Benefit

Payment

14

14

15

16

17

Expected
Fcderul

Subsidy

LC&E's defined benefit pension plan has the option to utilize available prior year credit balances to meet current and future
contribution requirements. However, LG&E contributed $13 million to its pension plan in January 2015.

The following benefit payments, which refiect expected future service, as appropriate, are expected to be paid by the plan.

2015

2016

2017

2018

2019

2020-2024

Expected Cash Flows- U.K. Pension Plans (PPL)

Pension

15

16

17

18

19

105

The pension plans of WPD arc subject to formal actuarial valuations every three years, which are used to determine fundine
requirements. Contribution requirements for periods after April 1, 2014 were evaluated in accordance with the valuations
performed as of March 31, 2013. WPD expects to make contributions of approximately $377 million in 2015 WPD is
currently permuted to recover in rales approximately 64% of their pension funding requirements for their primary pension
plans, increasing to approximately 80% in 2019.

following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the plans.
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2015

2016

2017

2018

2019

2020-2024

Pension

286

391

395

403

409

2.118

o

o

Savings Plans (All Registranis)

Substanlially all employees of PPL's domeslic subsidiaries are eligible lo parlicipale in deferred savings plans (40l(k)s)
Employer coninbulions to the plans were: w /•

2014

PPL

PPLEnergy Supply
PPL Eleciric
LKE

LC&E

KU

(PPL, PPL Energy Supply andPPL Electric)

Employee Stock Ownership Plan

PPL sponsors anon-Icvcraged ESOP in which domestic employees, excluding those of PPL Montana, LKE and the
mechanical contractors are enrolled on the Orst day of the month following eligible employee status. Dividends paid on
ESOP shares arc treated as ordinary dividends by PPL. Under existing income tax laws, PPL is permitted to deduct the

rireESOP (dividend-based contribution)

The dividend-based contribution, which is discretionary, 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.

For 2014 and 2013, PPL did not record compensation expense related to the ESOP as no contribution was made
Compensation expense for ESOP contributions was $8 million in 2012. This amount was offset by the dividend-based
contribution tax savings and had no impact on PPL's earnings.

PPL shares within ,he ESOP at December 31, 2014 were 7,053,754, or 1% of total common shares outstanding, and are
included m all EPS calculations. ®

Separation Benefits

Certain PPL subsidiarms provide separation bencnts to eligible employees. These benefits may be provided in the case of
separations due to performance issues, loss of job related qualifications or organizational changes. Until December I 2012
certain employees separated were eligible 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 I, 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 asingle sum payment approximating the dollar amount of premium payments that would be incurred for

estimable welfare coverage. Separation benefits are recorded when such amounts are probable and
Sec Note 8for adiscussion of separation benefits related lo the anticipated spinoff of PPL Energy Supply and Note 13 for a
discussion of separation benefit.s related to the one-time voluntary retirement window offered to certain bargaining unit

2013?^^^^^^ ihree-year labor agreement with IBEW local 1600. Separation benefits were not significant in
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12. Jointly Owned Facilities

(All Registrants except PPLElectric)

Ai December 31, 2014 and 2013, ihe Balance Sheeis refleci the owned interests in the facilities listed below.

o

o

Ownership
Interest

90.00%

\6.25%

12.34%

7.5.00%

8.37%

90,00%

16.2.5%

12.34%

7.5.00%

8.37%

90.00%

16.2.5%

12.34%

8..37%

90.00%

16.2.5%

t2..34%

8.37%

7.5.00%

7.5.00%

7.5.00%

7.5.00%

PPL

Dccemhcr ^1. 2014

Generating Plants
Susquchanna
Coiicmaugh
Keystone
TrimbleCounty Llniis 1 & 2

Menill Creek Reservoir

December 31. 201.1

Generating Plants
Susquehanna
Concmaugh
Keystone
TrimbleCounty Units 1 & 2

Merrill Creek Reservoir

PPL Kncruv Stmolv

December 31. 2(114

Generating Plants
Susquehanna
Concmaugh
Keystone

Merrill Creek Reservoir

Decemher 31. 2013

Generating Plants
Sus<)uchanna
Concmaugh
Keystone

Merrill Creek Reservoir

LKK

December 31. 2014

Generating Plants
Trimble County Unit I
TrimbleCounty Unit 2

December 31. 2013

GeneratingPlants
TrimbleCounty Unit 1
TrimbleCounty Unit 2

LG&K

Decemher 31. 2014

Generating Plants
E.W. Brown Units 6-7

38.00%
Paddy's Run Unit 13 & E.W. Brown Unit 5 53.00%
Trimble County Unit 1 75.00%
Trimble County Unit 2 14,2.5%
TrimbleCounty Units5-6 29.00%
TrimbleCounty Units7-10 .37.00%
Cane Run Unit 7 22.00%

Electric Plant

4.746

330

213

1.311

4.686

247

207

1.288

4.746

330

213

4.686

247

207

309

.002

308

980

40

47

309

20.5

29

70
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Other

Property

22

Accumulated
Depreciation

3..591

141

102

173

1.5

3..54.5

131

91

144

16

3..59I

141

102

15

3.545

131

91

16

51

122

42

102

10

7

51

23

5

11

Construction
Work

in Progress

117

2

2

91

76

63
2

54

76

63
0

59

32

18

36

59

15

13
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Other Accumulated

Dccen,h.r^l.20,^ BSncnuy P^pcrtj Dcpreci.lion in Progros.
GeneratingPlants

E.W. Brown Units 6-7 38,00% $ 40 S 7 « ,
Paddy's Run Unit 13 &E.W. Brown Unit 5 53.00% 46
Trimble County Unit 1 75.00% 308

Construction
Work

KU

Trimble County Unit 2 14 2S%
Trimble County Units 5-6 2900%
T«...,kl.. t i_:.. ^ <n 3

I

91

Trimble County Units 7-10 37.00% 69
Cane Run Unit 7 22 00% '

1

42 18

December 31. 2014
Generating Plants

E.W. Brown Units 6-7 6200%
$ 15 $ IPaddy's Run Unit 13 &E.W. Brown Unit 5 47.00% 42

97

70 II

Tnmble County Unit 2 60.75% 797 98 ,7
Trimble County Units 5-6 7100%
TrimbleCouniyUniis7-IO 63.00% po ,0
Cane Run Unit 7 7a rvi«. '78.00%

December 31. 2013
GeneratingPlants

E.W. Brown Units 6-7 62.00%
Paddy's Run Unit 13 & E.W. Brown Unit 5 47.00% 47
Trimble County Unit 2 6075%
Trimble County Units 5-6 7100%
Trimble County Units 7-10 63.00%
Cane Run Unit 7 78 00%

403

64 S II S 2
42 4 I

"^80 83 22
70 8

118 12 2
317

Each subsidiary owning ihcsc interests provides its own funding for its share of the facility. Each receives aportion of the
total outpiit of the generating plants equal to its percentage ownership. The share of fuel and other operating costs associated
with the plants is included mthe corresponding operating expenses on the Statements of Income.

in addition to the interests mentioned above, at December 31, 2014 and 2013, PPL Montana had a50% ownership interest in
Colstnp Units Iand 2and a30% ownership interest in Colsirip Unit 3. The book value of these assets was not significant
At December 31, 2014 and 2013, Northwestern owned a30% interest in Colstrip Unit 4. PPL Montana and NorthWestern
have asharing 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 for 15% of the total non-coal operating and construction
costs of Colstrip Units 3and 4, regardless of whether aparticular cost is specific to Colstrip Unit 3or 4, and is entitled to lake
up to the same percentage of the available generation from Units 3 and 4.

13. Commitments and Contingencies

Energy Purchases, Energy Sales and Other Commitments

Energy Purchase Commitments

(PPL and PPL EnergySupply)

PPL Energy Supply enters into long-term energy and energy related contracts which include commitments to purchase:

Maximum

Contrnrt Tvi>r Maturity
Dale

Fuels (a)
Umcsionc 202^
NaturalGas Storage
NaturalGas Transportaiion
Power, excluding wind 207i2
RECs 2021
Wind Power 2021

2027

(a) PPL Energy Supply incurred pre-iax charges of S29 million during 2012 to reduce its 2012 and 2013 contracted coal deliveries. These charges were
recortied to-Fuel-on the Statementoflncorne. cnaigus were
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(PPL. LKE,LG&EandKU)

LC&E and KU enicr in.o purchase contracts to supply the coal and natural gas requirements for generation facilities and
LO&bs gas supply operations. These contracts include the following commitments:

Maximum

Conlrart Tvm> Maturity
Date

Coal

Coal Transponaiion and Fleeting Services
Natural Gas Storage 2024
Natural Gas Transportation

2024

LG&E and KU have apower purchase agreement with OVEC expiring in June 2040. See footnote (h) to the table in
Guarantees and Other Assurances" below for information on the OVEC power purchase contract. 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:

LC&E KU Total

2015 e . -
2016 18 $ 8 S 26
2017 8 26
2018 8 27
2019 9 29
Thereafter -^2

M0_ 226 736
607 S 2^ S 876

In addilion LG&E and KU had lolal energy purchases under Ihe OVEC power purchase agreemenl for ihe years ended
December 31 as follows:

2014 2013 2012

LG&E

KU

Total

17 S 18 S 20
8 ^ 9

25 S 26 S 29

(PPL and PPL Electric)

In Janiiary 2013, the PUC approved PPL Electric's procurement plan for the period June 2013 through May 2015. To dale
PPL Electric has conducted all of its planned competitive solicitations. The solicitations include layered short-term full
requirement products ranging from three months to 12 months for residential and small commercial and industrial PLR

'•ccurnng 12 month spot market product for large commercial and industrial PLR customers. In April
2014, PPL Electric filed anew DSP with the PUC for the period June I, 2015 through May 2017. The PUC subsequently
approved the plan on January 15, 2015. The approved plan proposes that PPL Electric procure this energy through
competitive solicitations conducted twice each plan year beginning in April 2015.

(PPL Electric)

See Note 14 for information on the power supply agreements between PPL EnergyPlus and PPL Electric.

Energy Sales Commitments

(PPL and PPL EnergySupply)

In connection with its marketing activities or hedging strategy for its power plants, PPL Energy Supply has entered into lon"-
term power sales contracts that extend into 2020, excluding long-term renewable energy agreements that extend into 2038.

(PPL Energy Supply)

See Note 14 for information on the power supply agreements between PPL EnergyPlus and PPL Electric.
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Legal Matters

(All Registrants)

PPL and IIS subsidiaries are involved in legal proceedings, claims and liligation in the ordinary course of business PPL and

•" ™,eriar"bHhies uLcss
WKE Indemnification (PPL and LKE)

fnnwr°wp'i®^Assurances" below for informalion on an LKE indemnily relating to ilslormerWKE lease, including related legal proceedings.

(PPLand PPL Energy Supply)

Sierra Club Litiaation

In July 2012, PPL Montana received aNotice cflntent to Sue (Notice) for violations of the Clean Air Act at Colstrin Stean, Electric
Statton (Cdstrtp) 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 aSecond Amended Notice was received in October 2012 A

nZcr'lf "ir'n" Amended Notice and Supple,nentalottce (he Notices) were all addressed to the Owner or Managing Agent of Colstrip, and to the other Colstrip co-owners- Avista
tporation, Puget Sound Energy, Portland General Electric Company, Northwestern Energy and PaciftcCorp. The Notices allege

certain violations of the Clean Air Act, including New Source Review, Title Vand opacity requitements.

On March 6, 2013, the Sierra Club and MEIC filed aeoniplaint against PPL Montana and the other Colstrip co-owners in the
mL? [' Btlhngs Division. PPL Montana operates Colstrip on behalf of the co-owners TheO complaint ts generally consistent with the prior Notices and lists ,19 separate claims for relief. All but three of the claims

gc Prevention of Significant Dctertoratton (PSD)-related violations under the federal Clean Air Act for various plant
obtain ^0^™? 'Claims for failure to

r? P*-™"'/"' Air Quality Permit to operate after the projeet(s) were completed and forope at ng after cotnpletton of such project(s) without "Best Available Control Technology". The remaining three claims
descrih« nth m t""""n ^ ^°P"''"'"S P'̂ ™'' Colstrip to reflect the alleged major modificationsdescribed in the other cla.ms allege that the previous Title Vcompliance certillcations were incomplete because they did not
address ihc major plant modifications, and that numerous opacity violations have occurred at the plant since 2007 The
complaint requests tnjuncltvc rehcfand civil penalties on average of $36,000 per day per violation, including arequest that
the owners remediate environmental damage and that $100,000 of the civil penalties be used for beneficial mitigafton
^I*0jCO Is«

b^ in itJenlifying additional plant projects that arc alleged not tobe in comp lance with the Clean Air Act and, in September 2013, filed an amended complaint. The amended complaint
dropped all claims regarding pre-2001 plant projects, as well as the plaintiffs' Title Vand opacity claims. It did however
add claims wuh respect to anunibcr of post-2000 plant projects, which effectively increased the number of projects subject to
OctlEo^ 1 m"' La \ "''"r complaint inobcr 2013. In May 2014, the court dismissed the plaintiffs' independent Best Available Control Technology claims and

eir Prevention of Significant Deterioration (PSD) claims for three projects, but denied the owners' motion to dismiss the
plaintiffs other PSD chims on statute of limitation grounds. On August 27, 2014, the Sierra Club and MEIC filed asecond
amended complaint. This complaint includes the same causes of action articulated in the first amended complaint, but alleges
those claims in regard to only eight projects at the plant between 2001 and 2013. On September 26, 2014 the Colstrin
owners filed an answer to the second amended complaint. Discovery is ongoing. In January 2015, trial as to liability in this
LrZL"] Th pp^m" '6, 2015. Atrial date with respect to remedies, if there is afinding of liability, has notbeen scheduled. PPL Montana believes it and the other co-owners have numerous defenses to the allegations set forth in this
complaint and will vigorously assert the same. PPL Montana cannot predict the ultimate outcome of this matter at this time.'

Notice of Intent to File Stjit

On October 20, 2014, PPL Energy Supply received anotice letter from the Chesapeake Bay Foundation (CBF) alleging
violations of the Clean Water Act and Pennsylvania Clean Streams Law at the Brunner Lsland generation plant. The letter
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was sent to PPL Brunner Island and the PADEP and is intended to provide notice ofthe alleged violations and CBFs intent to
file suit in Federal court after expiration of the 60 day statutory notice period. Among other things, the letter alleges that PPL
Brunner Island failed to comply with the terms of its National Pollutant Discharge Elimination System permit and associated
regulations related to the application of nutrient credits to the facility's discharges of nitrogen into the Susquehanna
River. The letter also alleges that PADEP has failed to ensure that credits generated from nonpoint source pollution
reduction activities that PPL Brunner Island applies to its discharges meet the eligibility and certification requirements under
PADEP's nutrient trading program regulations. If acourt-approved settlement cannot be reached, CBF plans to seek
injunclivc relief, monetary penalties, fees and costs of litigation. PPL and PPL Energy Supply cannot predict the outcome of
this matter.

Proposed Legislation ♦ Pacific Northwest

In the first quarter of 2015, legislation was proposed in the Stale of Oregon to eliminate, over time, the sale of electricity in
Oregon from coal-fired generating facilities, and in the State of Washington to provide ameans of cost recovery to utility
owners of coal-fired generating facilities who commit to retire such facilities. Both proposals are in their earliest stages of
consideration and PPL and PPL Energy Supply cannot predict whether any legislation seeking to achieve the objectives of
the Oregon or Washington legislation will be enacted. Were such legislation to be enacted as proposed, such laws, either
individually or collectively, would not be expected to have amaterial adverse effect on PPL's or PPL Energy Supply's
financial condition or results of operation.

(PPL, LKE and LG&E)

Cane Run Environmental Claims

On December 16, 2013, six residents, on behalf of themselves and others similarly situated, filed aclass action complaint
against LG&E and PPL in the U.S. District Court for the Western District ofKentucky alleging violations ofthe Clean Air
Act and RCRA. In addition, these plaintiffs assert common law claims of nuisance, trespass and negligence. These plaintiffs
seek injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the common
law claims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property
values for aclass consisting of residents within four miles of the plant. In their individual capacities, these plaintiffs seek
compensation for alleged adverse health effects. In response to amotion to dismiss filed by PPL and LG&E, on July 17
2014 the court dismissed the plaintiffs' RCRA claims and all but one ofits Clean Air Act claims, but declined to dismiss'their
common law tort claims. Upon motion ofLG&E and PPL, the district court certified for appellate review the issue of
whether the slate common law claims are preempted by federal statute. In December 2014, the U.S. Court of Appeals for the
Sixth Circuit issued an order granting appellate review regarding issues to be presented by both parties. PPL, LKE and
LG&E cannot predict the outcome ofthis matter or the potential impact on operations ofthe Cane Run plant. LG&E has
previously announced that it anticipates retiring the coal-fired units at Cane Run before the end of2015.

Mill Creek Environmental Claims

In May 2014, the Sierra Club filed a citizen suit against LG&E in the U.S. District Court for the Western District of
Kentucky for alleged violations of the Clean Water Act. The Sierra Club alleges that various discharges at the Mill Creek
plant constitute violations of the plant's water discharge permit. The Sierra Club seeks civil penalties, injunctive relief, plus
costs and attorney's fees. PPL, LKE and LG&E cannot predict the outcome of this matter or the potential impact on the
operations ofthe Mill Creek plant but believe the plant is opterating in compliance with the permits.

Regulatory Issues

(All Registrants except PPL Energy Supply)

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

Potential Impact of Financial Reform LeQislation (All Registrants)

The Dodd-Frank Act amended the Commodity Exchange Act (CEA) to include provisions that impose regulatory reporting
requirements for most over-the-counter derivative transactions, and in the future will require many such transactions to be
executed through an exchange and to be centrally-cleared. The Dodd-Frank Act amendments to the CEA also provide that
the U.S. Commodity Futures Trading Commission (CFTC) may impose collateral (margin) requirements for over-the-counter
derivative transactions that are not cleared, as well as establish speculative position limits for nonfinancial commodity

ppil0-k2014 Rnal As RIed.docx Confideniial 240



o

o

o

dcri valives and regulatory capital requiretnents for certain types of entities that enter into non-cleared swaps. The CFTC and
the banking regutaiors continue to finalize rules implementing the major provisions in the Dodd-Frank Act.

The Registrants are not required to register as either "swap dealers" or "major swap participants" under the new regulatory
regime. Consequently, the Registrants arc not subject to the extensive regulatory requirements applicable to such registered
enuties including Business Conduct Standards and other complex requirements under CFTC regulations. Nonetheless the
Dodd-Frank Act and implementing regulations have imposed on the Registrants additional and costly compliance
recordkeeping, reporting and documentation requirements.

In the future, the Registrants may be required to post additional collateral (margin) for over-the-counter derivatives
transactions that are not cleared. In addition, the Registrants could face significantly higher operating costs if they or their
counterparties are subject to certain regulations implementing the Dodd-Frank Act which arc expected to be finalized during
2015. Oil January 12, 2015 President Obama signed into law abroad legislative exemption from the margin requirements
for non^leared swaps to which acommercial end-user is acounterparty. While the specifics of this new legislative
e.xemption must be reconciled with proposed but not yet finalized margin regulations, the Registrants do not anticipate being
subject to direct regulatory margin requirements associated with their non-cleared swap transactions. Instead, the Registrants-
swap counterparties likely will continue to require posting of collateral and other forms of credit support (subject to
unsecured thresholds and industry-standard documentation) for certain of the Registrants' non-cleared swap activities.

Additionally, the regulatory burdens and costs that the Dodd-Frank Act regulations impose on market participants could limit
k non-cleared swap transactions, or could cause decreased liquidity in the over-the-counter swap markets, asthe CFTC sspeculative position limits rules for nonfinancial commodity derivatives are finalized and implemented, and as

financial institutions and other market participants discontinue proprietary trading operations or dealing activity in certain
swaps markets. Such increased costs and decreased liquidity could make it more difficult for the Registrants to successfully
and cost-efficiently meet commercial risk hedging targets. The Registrants will continue to evaluate the Dodd-Frank Act
provisions of the CEA, and implementing regulations, but could incur significant costs related to ongoing compliance with
the law and regulations. o » k

(PPL, PPL Energy Supply and PPLElectric)

New Jersey Capacity Leaisiation

enacted alaw that intervenes in the wholesale capacity market exclusively regulated by the
FbRC (the Act). To create incentives for the development of new, in-state electricity generation facilities the Act
implemented along-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

intent and effect of the LCAPP is to encourage the construction of new generation in New Jersey even when, under the
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
rnarket to encourage necessary generation investment throughout PJM. In February 2011, the PJM Power Providers Group
(P3 ,an organization mwhich PPL is amember, filed acomplaint before the FERC seeking changes in PJM's capacity

designed to ensure that subsidized generation, such as the generation that may result from the implementation of
u Lnii capacity prices artificially low as aresult of their exercise of buyer market power. In April201 , the FERC issued an order granting in part and denying in part P3's complaint and ordering changes in PJM's capacity

mies consistent with asignificant portion of P3's requested changes. Several parties filed appeals of the FERC's order In
February 2014, the U.S. Court of Appeals for the Third Circuit upheld FERC's order, and the decision has become final.

In February 2011, PPL and several other generating companies and utilities filed acomplaint in U.S. District Court in New
Jersey challenging the Act on the grounds that it violates well-established principles under the Supremacy and Commerce
clauses of the U.S. Constitution and requesting declaratory and injunctive relief barring implementation of the Act by the
BPU Commissioners. In October 2013, the U.S. District Court in New Jersey issued adecision finding the Act
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate
the wholesale sale of electricity in interstate commerce. The decision was appealed to the U.S. Court of Appeals for the
Third Circuit (Third Circuit) by CPV Power Development, Inc., Hess Newark, LLC and the Stale of New Jersey (the
Appellants). In September 2014, the Third Circuit affirmed the District Court's decision. In December 2014 the Appellants
filed a petition for certiorari before the U.S. Supreme Court.
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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 electricity generating facilities in Maryland, specifically a661 MW
natural gas-fired combined-cycle generating facility to be owned by CPV Maryland, LLC. PPL believes the intent and effect
ol 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 mthe short term, impacting PPL Energy Supply's revenues, and harm the long-term ability of the PJM capacity
market toencourage necessary generation investment throughout PJM.

In April 2012, PPL and several other generating companies filed acomplaint in U.S. District Court (District Court) in
Maryland challenging the MD PSC order on the grounds that it violates well-established principles under the Supremacy and
Comm^erce clauses of the U.S. Constitution and requested declaratory and injunctive relief barring implementation of the
order by the MD PSC Commissioners. In September 2013, the District Court issued adecision finding the MD PSC order
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERCs exclusive authority to regulate
the wholesale sale of electricity in interstate commerce. The decision was appealed to the U.S. Court of Appeals for the
Fourth Circuit (Founh Circuit) by CPV Power Development, Inc. and the Slate of Maryland (the Appellants). In June 2014
the Fourth Circuit affirmed the District Court's opinion and subsequently denied the Appellants' motion for rehearing. In
December 2014, the Appellants filed a petition for certiorari before the U.S. Supreme Court.

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 aresult 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 FERCs decision and ordered the FERC to
consider additional evidence. In October 2011, FERC initialed proceedings to consider additional evidence. In July 2012
PPL Montana and the City of Tacoma, one of the two parties claiming refunds at FERC, reached asettlement whereby PPL
Montana paid $75 thousand to resolve the City ofTacoma's $23 million claim. The settlement does not resolve the

December 31, 2014 by the City ofSeattle for approximately $50 million. Hearings before a
ERC Administrative Law Judge (AU) regarding the City of Seattle's refund claims were completed in October 2013 and

briefing was completed in January 2014. In March 2014, the AU issued an initial decision denying the City of Seattle's
complaint against PPL Montana. The initial decision is pending review by the FERC.

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 arange of reasonably possible losses if
any, related to this matter.

(All Registrants)

FERC Market-Based Rate Authority

In 1998, the FERC authorized LG&E, KU and PPL EnergyPlus to make wholesale sales of electricity 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
Generations subsidiaries. In December 2013, PPL and these subsidiaries filed market-based rate updates for the Eastern and
Western regions. In June 2014, the FERC accepted PPL's and its subsidiaries' updated market power analysis finding that
they qualify for continued market-based rate authority in the Western region. In November 2014, the FERC accepted PPL's
and Its subsidiaries' updated market power analysis finding that they qualify for continued market-based rate authority in the
Eastern region.
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Electricity • Reliability Standards

The NERC IS responsible for eslablishing 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 ofanumber of potential violations is pending. Any 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.

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 lime to time. The
Registrants cannot predict the outcome of these matters, and cannot estimate arange of reasonably possible losses, if any.

In October 2012, the FERC initiated its consideration of proposed changes to Reliability Standards to address the impacts of
geomagnetic disturbances on the reliable operation of the bulk-power system, which might, among other things, lead to a
requirement to install equipment that blocks geomagnetically induced currents on implicated transformers. On May 16, 2013,
FERC issued Order No. 779, requiring NERC to submit two types of Reliability Standards for FERC's approval. The first type
would require certain owners and operators of the nation's electricity infrastructure, such as the Registrants, to develop and
implement operational procedures to mitigate the effects of geomagnetic disturbances on the bulk-power system. This NERC
proposed standard was filed by NERC with FERC for approval in January 2014, and was approved on June 19, 2014. The
second type is to require owners and operators of the bulk-power system to assess certain geomagnetic disturbance events and
develop and implement plans to protect the bulk-power system from those events. This proposal was filed by NERC with
FERC for approval by January 22, 2015 and is pending consideration by FERC. The Registrants may be required to make
signilicant expenditures in new equipment or modifications to their facilities to comply with the new requirements. The
Registmnts are unable to predict the amount of any expenditures that may be required as a result of the adoption of any
Reliability Standards for geomagnetic disturbances.

Environmental Matters - Domestic

(All Registrants)

Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to
modify, curtail, replace or cease operation of certain facilities or performance of certain operations to comply wUh statutes,
regulations and other requirements of regulatory bodies or courts. In addition, legal challenges to new environmental permits
or rules add to the uncertainly ofestimating the future cost ofthese permits and rules.

LG&E and KU arc entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as
amended, and those federal, state or local environmental requirements applicable to coal combustion wastes and by-products
from facilities that generate electricity from coal in accordance with approved compliance plans. Costs not covered by the
ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rate recovery before the companies'
respective stale regulatory authorities, or the FERC. if applicable. Because PPL Electric does not own any generating plants
us exposure to related environmental compliance costs is reduced. As PPL Energy Supply is not arate-regulated entity, it
cannot seek to recover environmental compliance costs through the mechanism of rate recovery. 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.
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(AllRegistrantsexceptPPL Electric)

M

CSAPR

The EPAs CSAPR addresses the interstate transport of fine particulates and ozone. In accordance with an October 2014 U.S.
Court of Appeals decision, CSAPR establishes inicrstalc allowance trading programs for sulfur dioxide and nitrogen oxide
emissio^ns from fossil-fueled plants in two phases: Phase Icommenced in January 2015 and Phase 2commences in 2017.
Sullur dioxide emissions are subject to an annual trading program and nitrogen oxide emissions are subject to annual and
ozone season programs. Oral arguments pertaining to outstanding challenges to the EPA's CSAPR will be heard before the
U.C. Circuit Court on February 25, 2015.

Although PPL, PPL Energy Supply, LKE, LG&E and KU do not anticipate significant costs to comply with these programs
changes in market or operating conditions could result in impacts that are higher than anticipated.

National Ambient Air Quality Standards

I"""'''''' As aresult, states in the ozone transportregion (OTR), mcluding Pennsylvania, are required by the Clean Air Act to impose additional reductions in nitrogen oxide
emissions based upon reasonably available control technologies. The PADEP is expected to finalize arule in early 2015
requiring nUrogen ox.de reductions for fossil-fueled plants. The EPA proposed to further strengthen the ozone standard in
November 2014, which could lead to further nitrogen oxide reductions, particularly for PPL, PPL Energy Supply LKE

fossil-fueled plants withm the OTR. The EPA is under court order to finalize the standard by October 1.
2015. Slates are also obligated to address interstate transport issues associated with new ozone standards through the
establishment of "good neighbor" state implementation plans for those states that are found to contribute significantly to
another slates" non-attainment. The EPA recently sent apolicy memo to stale agencies to facilitate the development of these
plans, including modeling data showing which states are contributing. The implementation of such plans could have an
impact on the structure and stringency ofCSAPR Phase 2reductions (discussed above).

In 2010, the EPA finalized anew National Ambient Air Quality Standard for sulfur dioxide and required stales to identify
areas that meet those standards and areas that are in "non-attainment". In July 2013, the EPA finalized non-attainment
designations for parts of the country, including part of Yellowstone County in Montana (Billings area) and part of Jefferson

designations for other areas andin April 2UI4, the EPA proposed iimeframes for completing these designations. PPL, PPL Energy Supply, LKE, LG&E and
KU anticipate that some of the measures required for compliance with the CSAPR (as discussed above), or the MATS, or the
f tJ'Scusscd below), such as upgraded or new sulfur dioxide scrubbers at certain plants and, in the case01 LO&b and KU, the previously announced retirement of coal-fired generating units at the Cane Run, Green River and

1yrone plants, will help to achieve compliance with the new sulfur dioxide standard. Ifadditional reductions were to be
required, the financial impact could be significant. The short-term impact on the Corette plant from the EPA's final
designation of pan of Ycllowsione County in Montana as non-altainment (as noted above) is not expected to be significant

by April 2015 and the plant is expected to be retired in August 2015. In addition
MDEQ recently submitted arequest to the EPA for adetermination that this area is in attainment. If the EPA agrees with this
request, then the deadlines associated with non-attainment would be suspended.

In December 2012, the EPA issued final rules that tighten the annual National Ambient Air Quality Standard for fine
particulates. The rules were challenged by industry groups, and in May 2014 the D.C. Circuit Court upheld them. On
January 15, 2015 the EPA published afinal rule establishing area designations under the standard. Non-attainment areas in
Pettnsylvania arid Kentucky were identified. PPL Energy Supply plants in Pennsylvania are not expected to be required to
make further reductions towards achieving attainment. In Kentucky, mitigation in Jefferson County is expected to be
supported by projects already underway at Cane Run and Mill Creek and in Northern Kentucky by projects at Ghent and
Trimble County. States have until 2021 toachieve attainment in non-attainment areas.

promulgated, non-attainment designations are finalized and slate compliance plans are developed, PPL
PPL Energy Supply, LKE, LG&E and KU cannot predict the ultimate outcome of the new National Ambient Air Qualitv
standards for ozone, sulfur dioxide and paniculate matter.
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MATS

In February 2012, (he EPA finalized the MATS rule requiring reductions of mercury and other hazardous air pollutants from
fossil-fuel fired power plants, known as the MATS, with an effective date of April 16, 2012. The rule was challenged by
industry groups and states and was upheld by the D.C. Circuit Court, in April 2014. On November 25, 2014, the U.S.
Supreme Court granted apetition for review of the rule. The rule provides for athree-year compliance deadline with the
potential for aone-year extension as provided under the statute. LG&E, KU and PPL Energy Supply have received
compliance extensions for certain plants.

At the time the MATS rule was proposed, LG&E and KU filed requests with the KPSC for environmental cost recovery
based on their expected need to install environmental controls including chemical additive and fabric-filter baghouses to
remove air pollutants. Recovery ofthe cost ofcertain controls was granted by the KPSC in December 2011. LG&E's and
KU's anticipated retirement ofcertain coal-fired electricity generating units located at Cane Run and Green River is in
response to MATS and other environmental regulations. The retirement ofthese units is not expected to have a material
impact on the financial condition or results of operations of PPL, LKE, LG&E or KU.

With respect to PPL Energy Supply's Pennsylvania plants, PPL Energy Supply believes that installation of chemical additive
systems and other controls may be necessary at certain coal-fired plants, the capital cost of which is not expected to be
significant. PPL Energy Supply continues to analyze the potential impact of MATS on operating costs. With respect to PPL
Energy Supply sMontana plants, modifications to the air pollution controls installed at Colsirip arc required, the cost of
which IS not expected to be significant. Operations will be suspended at the Corettc plant by April 2015 and the plant is
expected to be retired in August 2015 due to expected market conditions and the costs to comply with the MATS
requirements. The Coretie plant asset group was determined to be impaired in December 2013. Sec Note 16 for additional
information.

PPL Energy Supply, LG&E and KU are conducting in-depth reviews ofthe EPA's recent amendments to the final rule and
certain proposed corrections, none ofwhich are currently expected to be significant.

Regional Haze and Visibility

^e EPA's regional haze programs were developed under the Clean Air Act to eliminate man-made visibility degradation by
2064. Under the programs, states are required to make reasonable progress every decade through the application, among
other things, ofBest Available Retrofit Technology (BART) on power plants commissioned between 1962 and 1977.

The primary power plant emissions affecting visibility are sulfur dioxide, nitrogen oxides and pariiculates. To date the focus
of regional haze regulation has been the western U.S. As for the eastern U.S., the EPA had determined that region-wide
reductions under the CSAPR trading program could, in most instances, be utilized understate programs to satisfy BART
requirements for sulfur dioxide and nitrogen oxides. However, the EPA's determination is being challenged by
environmental groups and others.

LG&E sMill Creek Units 3and 4are required to reduce sulfuric acid mist emissions because they were determined to have a
significant regional haze impact. These reductions are required in the regional haze state implementation plan that the
Kentucky Division for Air Quality submitted to the EPA. LG&E is currently installing sorbent injection technology to
comply with these reductions, the costs ofwhich are not expected to be significant.

In Montana, the EPA Region 8developed the regional haze plan as the MDEQ declined to do so. The EPA finalized the
Federal Implementation Plan (FIP) for Montana in September 2012. The final BP assumed no additional controls for Corette
or Colstrip Units 3and 4, but proposed stricter limits for Corette and Colstrip Units 1and 2. PPL Energy Supply is meeting
these stricter permit limits at Corette without any significant changes to operations, although other requirements have led to
the planned suspension of operations at Corette by April 2015 (see "MATS" discussion above). Under the final FIP, Colstrip
Units Iand 2may require additional controls, including the possible installation of an SNCR and other technology, to meet
more stringent nitrogen oxides and sulfur dioxide limits. The cost of these potential additional controls, if required, could be
significant. Both PPL and environmental groups have appealed the final FIP to the U.S. Court of Appeals for the Ninth
Circuit, oral argument was heard in May 2014, and the parlies are awaiting adecision.
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NewSource 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
requireiTienis under the Clean Air Act. In April 2009, PPL received EPA information requests for its Montour and Brunner
sand plants, but has received no further communications from the EPA since providing its responses. In January 2009,

PPL, PPL Energy Supply and other companies that own or operate the Keystone plant in Pennsylvania received anotice of
violation from the EPA alleging that certain projects were undertaken without proper NSR compliance. The companies
responded to the EPA and the matter remains open. In May and November 2012, PPL Montana received information
requests from the EPA regarding projects undertaken during aSpring 2012 maintenance outage at Colstrip Unit I. The EPA
requests remain an open matter. In September 2012, PPL Montana received an information request from the MDEQ
regarding Colstrip Unit I and other projects. MDEQ formally suspended this request on June 6, 2014 in consideration of
pending litigation (see "Ugal Matters -Sierra Club Litigation" above). PPL and PPL Energy Supply cannot predict the
outcome of these matters, and cannot estimate arange of reasonably possible losses, if any.

States and environmental groups also have commenced litigation alleging violations of the NSR regulations by coal-fired
generating plants across the nation. See "Legal Matters" above for information on alawsuit filed by environmental groups in
March 2013 against PPL Montana and other owners ofColstrip.

If PPL subsidianes are found to have violated NSR regulations by significantly increasing pollutants through amajor plant
modification, PPL, PPL Energy Supply, LKE, LG&E and KU would, among other things, be required to meet stringent
^rmit limits reflecting Best Available Control Technology (BACT) for pollutants meeting the National Ambient Air Quality
Standards (NAAQS) in the area and reflecting Lowest Achievable Emission Rates for pollutants not meeting the NAAQS in
the area. The costs to meet such limits, including installation oftechnology at certain units, could be material.

TC2AirPermit (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 bascload coal-fired generating unit, but the agency upheld the permit in an order
issued mSeptember 2007. In response to subsequent petitions by environmental groups, the EPA ordered certain non-
matenal changes to the permit which, in January 2010, were incorporated into afinal revised permit issued by the Kentucky
Division for Air Quality. 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 plant operations, including increased capital costs, if any.

Climate Change

(All Regisiranis)

As aresult of the April 2007 U.S. Supreme Court decision that the EPA has authority under the Clean Air Act to regulate
carbon dioxide 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 applied beginning with 2012 model year vehicles. The EPA also clarified
that this standard, beginning in 2011, authorized regulation of carbon dioxide emissions from stationary sources under the
NSR and Title Voperating permit provisions of the Clean Air Act. The EPA's rules were challenged in court and on June 23,
2014 the U.S. Supreme Court ruled that the EPA has the authority to regulate carbon dioxide emissions under these
provisions of the Clean Air Act but only for stationary sources that would otherwise have been subject to these provisions
due to significant increases in emissions of other pollutants. As aresult, any new sources or major modifications to an
existing GHG source causing anet significant increase in carbon dioxide emissions must comply with BACT permit limits
for carbon dioxide if it would otherwise be subject to BACT or lowest achievable emissions rate limits due to significant
increases in other pollutants. ®

In June 2013, President Obama released his Climate Action Plan that reiterates the goal of reducing GHG emissions in the
U.S. "in the range of 17% below 2005 levels by 2020 through such actions as regulating power plant emissions, promoting
increased use of renewables and clean energy technology, and establishing more restrictive energy efficiency standards.
Additionally, the Climate Action Plan calls for the U.S. to prepare for the impacts of climate change. Requirements related to
this could affect the Registrants and others in the industry as modifications may be needed to electricity delivery systems to
improve the ability to withstand major storms in order to meet those requirements. As further described above, the EPA has
proposed rules pursuant to this directive, which it expects to finalize in the second or third quarter of2015. The EPA has also
announced that it will be developing afederal implementation plan which would apply to any states that fail to submit an
acceptable state implementation plan. The Administration's increase in its estimate of the "social cost of carbon" (which is
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used to calculate benefits associated with proposed regulations) from $23.8 to $38 per metric ton for 2015 may also lead to
more costly regulatory requirements.

In January 2014, the EPA issued arevised proposal to regulate carbon dioxide emissions from new power plants. The
revised proposal calls for separate emission standards for coal and gas units based on the application ofdifferent
technologies. The coal standard is based on the application of panial carbon capture and sequestration technology, but
because this technology is not presently commercially available, the revised proposal effectively precludes the construction
ofnew coal-fired plants. The standard for NGCC power plants is the same as the EPA proposed in 2012 and is not
continuously achievable. The preclusion of new coal-fired plants and the compliance difficulties posed for new gas-fired
plants could have a significant industry-wide impact.

The EPA has also issued proposed regulations addressing carbon dioxide emissions from existing power plants. The existing
plant proposal contains state-specific rate-based reduction goals and guidelines for the development, submission and
implementation of state plans to achieve the state goals. State-specific goals were calculated from 2012 data by applying
EPA sbroad interpretation and definition of the Best System of Emission Reduction resulting in stringent targets to be met in
two phases (2020-2029 and 2030 and beyond). The regulation of carbon dioxide emissions from existing power plants could
have asignificant industry-wide impact depending on the structure and stringency of the final rule and state implementation
plans.

In June 2014, the EPA also proposed aregulation addressing carbon dioxide emissions from existing power plants that are
modified or reconstructed. The Registrants, however, do not expect asignificant impact from this rulemaking as there arc no
plans to modify or reconstruct their existing plants in a manner that would trigger the proposed requirements.

(PPL and PPL EnergySupply)

Based on the stringent GHG reduction requirements in the EPA's proposed rule for existing plants, and based on information
gained Irom public input, the PADEP is no longer expecting to achieve all required GHG reductions by solely increasing
efficiency at existing fossil-fuel plants and/or reducing their generation as set forth in the PADEP's April 10, 2014 white
paper. On October 23, 2014, the Governor ofPennsylvania signed into law Act 175 of2014, requiring the PADEP to obtain
General Assembly approval of any state plan addressing GHG emissions under the EPA's GHG rules for existing plants. The
law includes provisions to minimize the exposure to a federal implementation plan due to legislative delay.

The MDEQ, at the request of the Governor of Montana, has issued awhite paper outlining possible regulatory scenarios to
implement the EPA's proposed GHG rule for existing plants, including acombination of increasing energy efficiency at coal-
fired plants, adding more low- and zero-carbon generation, and carbon sequestration at Colslrip. The white paper was made
public in September 2014 and the MDEQ has held public meetings to present the white paper and gather comments.
Legislation is also being drafted which would require legislative approval of any related plan formulated by MDEQ. PPL
and PPL Energy Supply cannot predict the outcome of this legislation.

(PPL. LKE. LG&E and KU)

In April 2014, the Kentucky General Assembly passed legislation which limits the measures that the Kentucky Energy and
Environment Cabinet may consider in setting performance standards to comply with the EPA's regulations governing GHG
emissions from existing sources. The legislation provides that such state GHG performance standards shall be based on
emission reductions, efficiency measures, and other improvements available at each power plant, rather than renewable
energy, end-use energy efficiency, fuel switching and re-dispatch. These statutory restrictions may make it more difficult for
Kentucky to achieve the GHG reduction levels which the EPA has proposed for Kentucky.

(AllRegi.'ilrants except PPL Electric)

Anumber of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against
various companies with GHG emitting plants and, although the decided cases to date have not sustained claims brought on
the basis ofthese theories ofliability, 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 ofNew York, could sue five electric utility companies under
federal common law for allegedly causing apublic nuisance as a result oftheir emissions ofGHGs. In June 2011, the U.S.
Supreme Court overturned the Second Circuit and held that such federal common law claims were displaced by the Clean Air
Act and regulatory actions ofthe EPA. In addition, in Comer v. Murphy Oil (Comer case), the U.S. Court ofAppeals for the
Fifth Circuit (Fifth Circuit) declined to overturn adistrict 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
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of LKE as adefendant based upon emissions from the Kentucky plants. In January 2011, the U.S. Supreme Court denied a
petition to reverse the Fifth Circuit's ruling. In May 201!, the plaintiffs in the Comer case Hied asubstantially similar
cornplaim in federal district court in Mississippi against 87 companies, including KU and three other indirect subsidiaries of
LKE, under aMississippi statute that allows the re-filing of an action in certain circumstances. In March 2012, the

ississippi federal district court granted defendants' motions to dismiss the state common law claims. Plaintiffs appealed to
the U.S. Court of Appeals for the Fifth Circuit, and in May 2013, the Fifth Circuit affirmed the district court's dismissal of the
case. Adduional litigation in federal and state courts over such issues is continuing. The Registrants cannot predict the
outcome ofthese lawsuits or estimate a range ofreasonably possible losses, ifany.

In 2014 and 2013, PPL's power plants emitted approximately 62 million tons of carbon dioxide. The 2014 totals reflect 26
million tons from PPL Energy Supply's plants, and 18 million tons each from LG&E's and KU's generating lleets All tons
are U.S. short tons (2,000 pounds/ton).

Renewable Energy Legislation

(PPL, PPLEnergy Supply and PPL Electric)

In Pennsylvania, aco-sponsorship memo is being circulated with the slated intent of introducing legislation increasine AEPS
solar and Tier Itargets. PPL, PPL Energy Supply and PPL Electric cannot predict the outcome of this legislative effort.

(PPLand PPLEnergy Supply)

in New Jersey, abill (S-1475) has been introduced to increase the current Renewable Portfolio Standard (RPS) to 30% from
Class Isources by 2020. The chairman of the Senate Environmental Committee convened aworkgroup to look at further
changes to New Jersey's RPS law to enable New Jersey to meet emissions goals established in the state's Global Warming
Response Act. Abill (S-2444) was subsequently introduced to mandate that 80% of New Jersey's electricity be generated
from renewable resources by 2050. PPL and PPL Energy Supply cannot predict the outcome of this legislation.

(All Registrants)

The Registrants believe there are financial, regulatory and operational 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 and downward pressure on energy prices 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
Dof renewable energy sources. These uncertainties are not directly addressed by proposed legislation. PPL andPPL Energy Supply cannot predict the effect on their competitive plants' future competitive position, results of operation,
cash llows and financial position of renewable energy mandates that may be adopted, although the costs to implement and
comply with any such requirements could besignificant.

WaterA/Vaste

Coal Combustion Resitduals (CCRs) (All Registrants except PPL Electric)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs (as either hazardous or
RCRA. CCRs include fiy ash, bottom ash and sulfur dioxide scrubber wastes. On December 19,

2014, the EPA issued its pre-publication version of the rule regulating coal combustion residuals (CCRs), imposing extensi ve
new requirements, including location restrictions, design and operating standards, groundwater monitoring and corrective
action requirements and closure and post-closure care requirements on CCR impoundments and landfills that are located on
active power plants and arc not closed. Under the rule the EPA will regulate CCRs as non-hazardous under Subtitle Dof
RCRA and allow beneficial use of CCRs, with some restrictions. The CCR Rule will become effective six months after
publication in the Federal Register with publication expected in early 2015. This self-implementing rule requires posting of
compliance documentation on apubhcally accessible website and is enforced through citizen suits. This new separate federal
rule IS expected to create conflicts with the existing state rules, permits, and compliance orders from the Individual slates.
PPL expects that its plants using surface impoundments for management and disposal of CCRs or the past management of
r ^ waste waters will be most impacted by this rule. The rule's specific closure requirementslor CCR impoundments and landfills may require increases to AROs for these facilities at the Registrants' coal-fired plants.
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PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict how this rule will impact their facilities, but the financial and
operational impact could be significant.

Trimble County Landfill (PPL. LKE, LG&E and KU)

In May 20II, LG&E submitted an application for aspecial waste landfill permit to handle CCRs generated at the Trimble
County plant. After extensive review of the permit application in May 2013, the Kentucky Division of Waste Management
denied the permit application on the grounds that the proposed facility would violate the Kentucky Cave Protection Act
because it would eliminate an on-site karsi feature considered to be acave. After assessing additional options for managing
coal combustion residuals, in January 2014, LG&E submitted to the Kentucky Division of Waste Management a landfill
permit application for an alternate site adjacent to the plant. LG&E has also applied for other necessary regulatory approvals
including adredge and fill permit from the U.S. Army Corps of Engineers, in which proceeding the EPA has submitted
certain comments or data requests to which LG&E and KU are responding. PPL, LKE, LG&E and KU arc unable to
determine the potential impact of this matter until all permits are issued and any resulting legal challenges are concluded.

Seepages and Groundwater Infiltration - Pennsylvania, Montana and Kentucky

(All Registrants except PPL Electric)

Seepages or groundwater infiltration have been delected at active and retired wastcwater 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 respond to notices of violations and implement assessment or abatement measures, where required or applicable.
A range of reasonably possible losses cannot currently beestimated.

(PPL and PPL Energy Supply)

In August 2012, PPL Montana entered into an Administrative Order on Consent (ADC) with the MDEQ which establishes a
comprehensive process to investigate and remediate groundwater seepage impacts related to the wastewater facilities at the
Colstrip power plant. The ADC requires that within five years, PPL Montana provide financial 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 ifthe actions required under the ADC will create the need to adjust the existing ARC related to these facilities.

In September 2012, Earthjusiice filed an affidavit pursuant to Montana's Major Facility Siting Act (MESA) that sought
review of the AOC by Montana's Board ofEnvironmental Review (BER) on behalf ofthe Sierra Club, the MEIC and the
National Wildlife Federation. 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 apetition for
review ol the AOC in the Montana state district court in Rosebud County. This matter was stayed in December 2012. In
April 2014, Earthjustice filed amotion for leave to amend the petition for review and to lift the stay which was granted by the
court in May 2014, PPL Montana and the MDEQ responded to the amended petition and filed partial motions to dismiss in
July 2014, which were both denied in October 2014. Discovery is ongoing, and a bench trial is set for April 2016.

(All Registrants except PPL Electric)

Clean Water Act 316(b)

The EPA's final 316(b) rule for existing facilities became effective on October 14, 2014, and regulates cooling water intake
structures and their impact on aquatic organisms. States are allowed considerable authority to make site-specific
determinations under the rule. The rule requires existing facilities to choose between several options to reduce the impact to
aquatic organisms that become trapped against water intake screens (impingement) and to determine the intake structure's
impact on aquatic organisms pulled through aplant's cooling water system (entrainment). Plants already equipped with
elosed-cycle cooling, an acceptable option, would likely not incur substantial costs. Once-through systems would likely
require additional technology to comply with the rule. Mill Creek Unit I and Brunner Island (all units) are the only units
expected to be impacted. PPL, PPL Energy Supply, LKE, LG&E and KU are evaluating compliance strategies but do not
presently expect the compliance costs to be material.
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Effluent Limitations Guidelines (ELGs) and Standards

In June 2013, ihe EPA published proposed regulations to revise discharge limitations for steam electric generation
wasiewater permits. The proposed limitations are based on the EPA review of available treatment technologies and their
capacity for reducing pollutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well as new limits for scrubber wastewaier and landHIl leachate. The EPA's proposed ELG regulations
contain requirements that would affect the inspection and operation of CCR facilities if finalized as proposed The EPA has
indicated that it will coordinate these regulations with the regulation of CCRs discussed above. The proposal contains
alternative approaches, some of which could significantly impact PPL's coal-fired plants. The final regulation is expected to
be issued by the third or fourth quarter of 2015. At the present time, PPL, PPL Energy Supply, LKE, LG&E and KU are
unable to predict the outcome ol this matter or estimate a range ofreasonably possible costs, but the costs could be
significant. Pending finalization of the ELGs, certain states (including Pennsylvania and Kentucky) and environmental
groups are proposing more stringent technology-based limits in permit renewals. Depending on the final limits imposed, the
costs ofcompliance could be significant and costs could be imposed ahead of federal timelines.

(All RegLsirants)

Waters of the United States (WOTUS)

On April 21, 2014, the EPA and the U.S. Army Corps of Engineers (Army Corps) published aproposed rule defining
WOTUS that could greatly expand the federal government's interpretation of what constitutes WOTUS subject to regulation
under the Clean Water Act. If the definition is expanded as proposed by the EPA and the Army Corps, permits and other
regulatory requirements may be imposed for many matters presently not covered (including vegetation management for
transmission lines and activities affecting storm water conveyances and wetlands), the implications ofwhich could be
significant. The EPA plans to make certain changes to the proposed regulation based on comments received. The U.S
House and Senate are considering legislation to block this regulation. Until afinal rule is issued, the Registrants cannot
predict the outcome of the pending rulemaking.

Other Issues

The EPA is reassessing its polychlorinated biphenyls (PCB) regulations under the Toxic 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 aphase-out of all or some PCB-containing
equipment. The EPA is planning to propose the revised regulations in 2015. 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, ifany, they would have on their facilities, but the costs could be significant.

(PPL and PPL Energy Supply)

Asubsidiary ofPPL Energy Supply has investigated alternatives to exclude fish from the discharge channel at its Brunner
Island plant. In June 2012, aConsent Order and Agreement (CCA) with the PADEP was signed, allowing the subsidiary to
study achange in acooling tower operational method that may keep fish from entering the channel. The CCA required a
retrofit of impingement control technology at the intakes to the cooling towers, at acost that would have been significant.
Based on the results of the first year of study, the PADEP has suggested closing the CCA and writing anew COA to resolve
the issue. PPL is in negotiations with the agency at this time. PPL and PPL Energy Supply cannot predict at this time the
outcome ofthe proposed new COA and what impact, ifany, it would have on their facilities, but the costs could be'
significant.

(PPL. LKE. LC&Eand KU)

In May 2010, the Kentucky Waterways Alliance and other environmental groups filed apetition 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. In September 2013, the court reversed the Cabinet order
upholding the permit and remanded the permit to the agency for further proceedings. In October 2013, LG&E filed a notice
ofappeal with the Kentucky Court ofAppeals. PPL, LKE, LG&E and KU arc unable to predict the outcome ofthis matter or
estimate a range of reasonably possible losses, if any.
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Superfund and Other Remediation (AH Registrants)

PPL Elcciric is poteniially 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 ofthese sites, the costs ofwhich 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 orhave completed the remediation ofseveral sites that were not addressed
under aregulatory program such as Superfund, but for which PPL Electric, LG&E and KU may be liable for remediation.
These include anumber of former coal gas manufacturing plants in Pennsylvania and Kentucky previously owned or
operated or currently owned by predecessors or affiliates ofPPL Electric, LG&E and KU. There arc 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
atsites 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 arange of reasonably possible losses, ifany, 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 ofthe 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 arange 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 was pumping mine water at two former 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. In
December 2013, PPL Generation subsidiaries reached an agreement of sale lor one of the two pumping mine sites and the
passive wetlands treatment system at the third site. These sales were finalized in the fourth quarter of2014 and
responsibilities were transferred to the new owner. PPL Generation subsidiaries will no longer be responsible for operating
and maintaining these two sites. At December 31, 2014, PPL Energy Supply had accrued adiscounted liability of$19
million to cover the costs of pumping and treating groundwater at the remaining mine site for 50 years. PPL Energy Supply
discounted this liability based on arisk-free rate of 8.41% at the time of the mine closure. Expected undiscounted payments
are estimated to be insignificant (breach of the years 2015 through 2019 and $93 million for work after 2019.

From time to time, PPL Energy Supply, PPL Electric, LG&E and KU undertake remedial action in response to notices of
violations, 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 that
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 these Registrants' 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.
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Nuclear Insurance (PPL and PPL Energy Supply)

The Pncc-Anderson Act is aUniicd Slates Federal law governing liability-related issues and ensures the availability of funds
lor public liability ciairos arising from an incident at any U.S.-licensed nuclear facility. It also seeks to limit the liability of

incident. At December 31, 2014, the liability limit per incident is$13.6 billion for such claims which is funded by insurance coverage from American Nuclear Insurers and an industry
assessment program. ^

Under the industry assessment program, in the event of anuclear incident at any of the reactors covered by The Price-
Ajiderson Act, as amended, PPL Susquchanna could be assessed up to $255 million per incident, payable at $38 million per

DD.' ^"squehanna purchases property insurance programs from NEIL, an industry mutual insurance companyof which PPL Susquchanna is amember. At December 31, 2014, facilities at the Susquehanna plant are insured against
property damage losses up to $2.0 billion. PPL Susquehanna also purchases an insurance program that provides coverage for
the cost of replacement power during prolonged outages of nuclear units caused by certain spcciHed conditions.

Under the NEIL property and replacement power insurance programs, PPL Susquehanna could be assessed retrospective
premiums mthe event ofthe insurers' adverse loss experience. This maximum assessment is $46 million.

Labor Union Aoreements

(PPL, PPL Energy Supply and PPL Electric)

Energy Supply's and PPL Electric's bargaining agreement with its largest IBEW local expired.
PPL, PPL Energy Supply and PPL Electric finalized a new three-year labor agreement with IBEW local 1600 in May 2014
and theagreement was ratified in earlyJune 2014.

As pan of efforts to reduce operations and maintenance expenses, the new agreement offered aone-time voluntary retirement
window to certain bargaining unit employees. The benefits offered under this provision are consistent with the standard
separation program benefits for bargaining unit employees. At December 31, 2014, the following total separation benefits
were recorded.

Pension Benefits

SeveranceCompensation
Total Separation Benefits

Numlxtr of liniployces

PPL Energ)' PPL
PPL Supply Electric

1."^ $ II S 2
JL 6 1_
20 S 17 S t

123 105 17

The separation benefits are included in "Other operation and maintenance" on the Statement of Income. The liability for
pension benefits is included in "Accrued pension obligations" on the Balance Sheet at December 31, 2014. All of the
severance compensation was paid in 2014. The remaining terms ofthe new labor agreement arc not expected to have a
significant impact on the financial results ofPPL, PPL Energy Supply or PPL Electric.

Guarantees antj Other Assurances

(All Registrants)

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 tmancial institutions and surety bonds issued by insurance companies. These agreements are entered into primarily to
support or enhance the crcditworthiness attributed to asubsidiary on astand-alone basis or to facilitate the commercial
activities in which these subsidiaries engage.
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(PPL)

PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding, a wholly owned finance
subsidiary of PPL.

(All Registrants)

The table below details guarantees provided as of December 31, 2014. "Exposure" represents the estimated maximum
potential amount of future payments that could be required to be made under the guarantee. The probability of expected
payment/performance under each of these guarantees is remote except for "WPD guarantee of pension and other obligations
ofunconsolidated entities , Indemnifications for sales ofassets" and "Indemnification oflease termination and other
divestitures." The total recorded liability at December 31. 2014 was $38 million for PPL, $13 million for PPL Energy Supply
and $19 million for LKE. The total recorded liability at December 31, 2013 was $26 million for PPL and $19 million for
LKE. For reporting purposes, on aconsolidated 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.

PPL

Indemnifications related to theWPD Midlands acquisition
WPD indcmniTications for entities in liquidation andsales of assets
WPD guarantee of pension andother obligations of unconsolidated entities

PPL Energy SudpIv

Letters of credit issued on behalf of afTiliatcs

Indemnifications for sales of assets

PPL Electric

Guaranteeof inventoryvalue

LKE

Indcmnincation of lease tcnnination and other divestitures

LC.&Rnnd KU

LG&E and KU guarantee of shonfall related to OVEC

Exposut^ al
December 31, 2014

(a)

12 (b)

119 (c)

Expiration
Date

2018

25(d) 2015-2016

1.1.50 (e) 2016-2025

34 (0 2017

.301 (g) 2021 -2023

(h)

(a)

(b)

(c)

(d)

(e)

(0

Indemnifications lelated to certain liabilities, including aspecific unresolved tax issue and those lelating to propenies and assets owned by the seller
that were transferred to WPD Midlands mconnection with the acquisition. Across indemnity has been received from the seller on the tax issue. The
maximum exposure and expiration ofthese indemnifications cannot be estimated because the maximum potential liability is not capped and the
expiration date is not specified in the transaction documents.
Indemnification to the liquidators and cenain others for existing liabilities or expenses or liabilities arising during the liquidation process. The
indemnifications are limited to distributions made from the subsidiary to its parent cither prior or subsequent to liquidation or are not explicitly stated
in the agreements. The indemnifications generally expire two to seven years subsequent to the dale of dissolution of the entities. The exposure noted
onlyincludes those cases where theagreements provide for specific limits.

In connectiott with their sales ofvarious businesses, WPD and its affiliates have provided the purchasers with indemnifications that arc standard for
such transactions, including indemnifications for certain pre-existing liabilities and environmental and tax matters or have agreed to continue their
obligations under existing third-party guarantees, either for aset 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 cenain
leases that they have assigned to third panies.
Relates to cenain obligations of discontinued or modified electric associations that were guaranteed at the lime of privatization by the panicipating
members. Costs areallixated to the members and can be reallocated ifan existing member becomes insolvent. At December 31. 2014. WPD has
recorded an estimated discounted liability for which the expected payment/performance is probable. Neither the expiration date nor the maximum
amoiint of potential payments for cenain obligations is explicitly staled in the related agreements, and as aresult, the exposure has been estimated
Standby letter of credit arrangements under PPL Energy Supply's credit facilities for the purposes of protecting various third panics against
nonpcrformancc by PPL Thisis noi a guaranccc by PPL ona consolidated basis.
Indemnifications are govemed by the specific sales agreement and include breach ofthe representations, warranties and covenants, and liabilities for
cenain other matters. PPL Energy Supply's maximum exposure with respect to cenain indemnifications and the expiration of the indemnifications
cannot ^ estimated because the maximum potential liability is not capped by the transaction documents and the expiration date is based on the
^plicable statute of limitations. The exposure and expiration date noted is based on those cases in which the agreements provide for specific limits.
The exposure at December 31. 2014 includes amounts related to the sale ofthe Montana Hydroelectric facilities. See Note 8 for additional information
related to the sale.
Athird pany logistics firm provides inventory procurcnKnl and fulfillment serv-ices. The logistics firm has title to the inventory, however, upon
termination ofthe contracts, PPL Electric has guaranteed to purchase any remaining inventory that has not been used or sold.
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(g) LKE provides certain indemnifications, the most significant of which relate to the termination of the WKE lease in July 2009. These Ruaraniees cover
performance and discharge by each party of its iwpectivc present and future obligations. The most comprehensive of

^escWKE-related guarantees is the LKE guarantee covenng operational, regulatory and environmental commitments and indemnifications made by
WKb "ooerih^KE Transaction Termination Agreement. This guarantee has aterm of 12 years ending July 2021, and acumulative maximum
exposure of S-00 million. Certain items such as government fines and penalties fall outside the cumulative cap. Another WKE-rclated LKE guarantee
covers other ii^emnifications, has alerm expiring in 2023 and amaximum exposure of $100 million. In May 2012, LKEs indcmnitec received an
unfavomble art>it^ration panel sdecision interpreting this matter, which granted LKE's indemnitee cenain rights of first refusal to purchase excess power
at amarkcl-ba^d pnce rather than at an absolute fixed price. In January 2013. LKE's indemnitee commenced aproceeding in the Kentucky Counof
Appeals appealing aDecember 2012 order of the Henderson Circuit Court, confirming the arbitration award. In May 2014 the Court of Aooeals

lower court decision. LKE's indemnitee filed aMotion for Discretionary Review with the Kentucky SupremTcoun on
October 2. 2014. LKE believes its indemnification obligations in this matter remain subject to various uncertainties, including potential for additional
legal challenges regaling the arbitration decision as well as future prices, availability and demand for the subject excess power. LKE continues to
evaluate vanous legal and commercial options with respect to this indemnification matter. The ultimate outcomes of the WKE termination-related
indemnifications cannot be predicted at this lime. In the second quarter of 2012. LKE adjusted its estimated liability for the WKF-related
mdemmficauons by S9 million (S.^i million after-tax), which is rcfiected in "Income (Loss) from Discontinued Operations (net of income taxes)" on the
Siatcmcn of Income. The adjustment was recorded in the Kentucky Regulated segment for PPL. Additionally. LKE has indemnified various third
parties related to histoncal obligations for other divested subsidiaries and affiliates. The indemnifications vary by entity and the maximum exposures
range from being cap^ at the sale pnce to no specified maximum: LKE could be required to perform on these indemnifications in the event of
covered losses or liabi uics being claimed by an indemnified party. However. LKE is not aware of formal claims under such indemnities made by any
party at this time. LKE cannot predict the ultimate outcomes of indemnification circumstances, but does not currently expect such outcomes to result
in significant losses above the amounts recorded.
Pursuant to the OVEC power purchase contract. LG&E and KU are obligated to pay for their share of OVECs excess debt sen-ice. post-retiremcnt and
decommutsiomng costs, as well as any shortfall from amounts currently included within ademand charge designed and currently expected to cover
th«e costs over the tenn of the contract. LKE's proportionate share of OVECs outtttanding debt was $125 million at December 31, 2014. consisting of
LC&E sshare of $87 million and KU sshare of $38 million. Tlie maximum exposure and the expiration date of these potential obligations are not
presently determmable. Sec Energy Purchase Commitments" above for additional information on the OVEC power purcha.se contract.

The Regisirams provide oihcr miscellaneous guaranlees through contracts entered into in the normal course ofbusiness.
These guarantees arc primarily in the form of indemnification or warranties related to services or equipment and vary in
duration. The amounts of these guarantees often are not explicitly stated, and the overall maximum amount of the obligation
under such guarantees cannot be reasonably estimated. Historically, 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 provides maximum aggregate coverage of$225 million. This insurance
may be applicable to obligations under certain ofthese contractual arrangements.

14. Related Party Transactions

PLR Contracts/Purchase ofAccounts Receivable (PPL Energy Supply and PPL Eleciric)

PPL Electric holds competitive solicitations for PLR generation supply. PPL EnergyPIus has been awarded aportion of the
PLR generation supply through these competitive solicitations. The sales and purchases between PPL EnergyPIus and PPL
Electric arc included in the Statements of Income as "Unregulated wholesale energy to affiliate" by PPL Energy Supply and
as "Energy purchases from affiliate" by PPLElectric.

Under the standard Default Service Supply Master Agreement for the solicitation process, PPL Eleciric requires all suppliers
to post collateral once credit exposures exceed defined credit limits. PPL EnergyPIus is required to post collateral with PPL
Electric when, (a) the market price of electricity to be delivered by PPL EnergyPIus exceeds the contract price for the
forecasted quantity of electricity to be delivered and (b) this market price exposure exceeds acontractual credit limit. During
the second quarter of 2014, PPL Energy Supply experienced adowngrade in its corporate credit ratings to below investment
grade. As aresult of the downgrade of PPL Energy Supply, as guarantor, PPL EnergyPIus no longer has an established credit
limit. At December 31, 2014, PPL EnergyPIus was not required to post collateral. In no instance is PPL Electric required to
postcollateral to suppliers under thesesupply contracts.

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

At December 31, 2014, PPL Energy Supply had a net credit exposure of$25 million from PPL Electric from its commitment
as a PLR supplier and from the saleof its accounts receivable to PPLElectric.

(h)
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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 customers.
When LG&E has excess generation capacity after serving its own retail customers 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 customers
and Its generation cost is lower than that ofLG&E, LG&E purchases electricity from KU. These transactions are reflected in
the Statements of Incor^e 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 ofenergy each company has to sell to the other is dependent on its retail customers' needs and its
available generation.

Support Costs (All Registranis except PPL)

Both PPL Services and LKS provide the respective PPL and LKE subsidiaries with administrative, management and support
services. Where applicable, the costs of these services are charged to the respective subsidiaries as direct support costs.
General costs that cannot be directly attributed to aspecific subsidiary are allocated and charged to the respective subsidiaries
as indirect support costs. PPL Services uses athree-factor methodology that includes the subsidiaries' invested capital,
operation and mairitenance expenses and number ofemployees to allocate indirect costs. LKS bases its indirect allocations
on the subsidiaries number ofemployees, total assets, revenues, number ofcustomers and/or other statistical information.

PPL Services and LKS charged the following amounts for the years ended December 31, and believe these amounts are
reasonable, including amounts applied to accounts that are further distributed between capital and expense.

2014 2013 2012

PPL Energy Supply from PPL Services e 7IRS -jirc
PPL Eleciric from PPL Ser%'iccs T<l ^ fir
LKE from PPL Services ° ' vi
LC&E from LKS 9 X
KU from LKS

LG&E and KU also 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 LKE and LG&E and KU arc reimbursed
through LKS.

As a result ol the anticipated spinoff ofPPL Energy Supply, acentralized services company has been formed, PPL EU
Services. Beginning in 2015, it will provide the majority of corporate functions such as financial, supply chain, human
resources and information technology services to PPL Electric. Most of PPL EU Services' costs will be charged directly to
PPL Electric, with limited amounts charged back to PPL Services and its affiliates. PPL Services will continue to provide
certain limited corporate functions.

Intercompany Borrowings

(PPL Electric)

APPL Electric subsidiary periodically holds revolving demand notes from certain affiliates. No balance was outstanding ai
December 31, 2014. At December 31, 2013, $150 million was outstanding and was reflected in "Notes receivable from
affiliate" on the Balance Sheet. The interest rales on borrowings arc equal to one-month LIBOR plus aspread. The interest
rate on the outstanding borrowing at December 31, 2013, was 1.92%. Interest earned on these revolving facilities was not
significant for 2014, 2013 and 2012.

(LKE)

LKE maintains arevolving line ofcredit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on ashort-
term basis at market-based rates. In October 2013, the revolving line ofcredit was reduced by $75 million and the limit as of
December 31, 2013 was $225 million. The interest rates on borrowings are equal to one-month LIBOR plus aspread. At
December 31, 2014, $41 million was outstanding and was rellected in "Notes payable with affiliates" on the Balance Sheet.
No balance was outstanding at December 31, 2013. The interest rate on the outstanding borrowing at December 31,2014 was
1.65%. Interest on the revolving line ofcredit was not significant for 2014, 2013 or 2012.
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LKE mainiains an agreement with aPPL affiliate that has a$300 million borrowing limit whereby LKE can loan funds on a
short-term basis at market-based rates. No balance was outstanding at December 31, 2014. At December 31, 2013, $70
million was outstanding and was reflected in "Notes receivable from affiliates" on the Balance Sheet. The interest rate on the
loan based on the PPL affiliate's credit rating is currently equal to one-month LIBOR plus aspread. The interest rate on the

20^2^"'''"^ December 31, 2013 was 2.17%. Interest income on this note was not significant for 2014, 2013 or
Intercompany Derivatives (LKE, LG&EandKU)

Periodically, LG&E and KU enter into forward-starting interest rale swaps with PPL. These hedging instruments have terms
Identical to forward-starting swaps entered into by PPL with third parlies. See Note 17 for additional information on
intercompany derivatives.

Other (All Registrants except PPL)

See Note I for discussions regarding the intercompany tax sharing agreement (for PPL Energy Supply, PPL Electric, LKE,
LG&E and KU) and intercompany allocations of stock-based compensation expense (for PPL Energy Supply PPL Electric
and LKE). For PPL Energy Supply, PPL Electric, LG&E and KU, see Note II for discussions regarding intercompany
allocations associated with defined benefits.

15. Other Income (Expense) - net

(PPL)

The breakdown of "Other Income (Expense) - net" for the years ended December 31 was:

Olhcr IncoiiK

Earnings on securities in NDT funds
Inicrcsi incOHK

AtTJIX: • cquily componcni
Mi.sccIlaneous

Toial Oiher Income

Other Expense
Economic foreign currency cxch.mge coniracls (Note 17)
Charitable contributions
Transaction costs related tospinoff of PPL Energy Supply (Note 8)
Miscellaneous

Total Other Expense
Other Income (Expense)• net

(PPL Energy Supply)

Other Income (Expense) - net" for 2014, 2013 and 2012 for PPL Energy Supply was primarily earnings on securities in
NDT funds.

(PPL Electric)

Other Income (Expense) - net" for 2014, 2013 and 2012 for PPL Electric was primarily the equity component of AFUDC.

(LKE, LG&E and KU)

Other Income (Expense) -net" for 2014 and 2013 for LKE, LG&E and KU was not significant. "Other Income (Expense) -
net" for 2012 for LKE and KU was primarily losses from an equity method investment and for LG&E was not significant.
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16. Fair Value Measurements and Credit Concentration

o (Ail Regisirants)

O

O

Fair value is the price (hat would be received to sell an asset or paid to transfer aliability in an orderly transaction between
market participants at the measurement date (an exit price). Amarket approach (generally, data from market transactions) an
income approach (generally, present value techniques and option-pricing models), and/or acost 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 agroup of financial assets
and liabilities is measured on anet basis. Transfers between levels are recognized at end-of-reporting-period values. During
2014 and 2013, there were no transfers between Level I and Level 2. See Note 1for information on the levels in the fair
value hierarchy.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

PPL

Assets

Cash and cash equivalents
Shon-tcrm investments

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
NOT funds;

Cash and cash equivalents
Equity .securities

U.S. large-cap
U.S. mid/smali-cap

Debt securities

U.S. Treasury
U.S. govemmeni sponsored agency
Municipality
InvesinKni-grade corporate
Other

Receivables (payables), net
Total NDT funds

Auction rate securities (b)
Total assets

Liabilities

Price risk management liabilities:
Energy commodities
Interest rate swaps
Foreign currency contracts
Cross-currency swaps

Total price risk management liabilities
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December 31. 2014
Total Level 1 Level 2 Level 3 Total Level 1 Level 2

S 1.751 S 1.751 S 1.102 $ 1.102
120 120

224 224 134 134

1.318 6 S I.I7I S 141 1.188 3 S 1.123 S 62
91 91

1.30 130

29 28 1

1.477 6 1.329 142 1.279 3 1.214 62

19 19 14 14

611 454 157 547 409 138
89 37 52 81 33 48

99 99 95 95
9 9 6 6

76 76 77 77
42 42 38 38

3 3 5 5
2 2 1 (1) •>

950 609 341 864 550 314
10 10 19 19

S 4.532 S 2.710 s 1.670 ;i 1.52 S 3..398 :5 1.789 S 1..528 s 81

1.217 S

\56

2

3

1.378 S

5 S 1.182 $

156

2

3

5 S 1.343 S

257

30 S 1.070 S

36

106

32

30 S 1.244 S

4 $ 1.028 S

36

106

32

4 S 1.202 $

38

38
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December 31,2014 December 31,.2013

PPI. Fnergy Supply
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

Assets

Cash and cash equivalents S 352 $ ?52 $ 239 $ 239
Restricted cash and cash equivalents(a) 193 193 85 85
Price risk management as.sets:

Energy commodities 1.318 6 $ I.I7I $ 141 1.188 3 $ 1.123 $ 62
Total price risk management assets 1.318 6 I.I7I 141 1.188 3 1.123 62
NDT funds:

Cash and cash equivalents 19 19 14 14
Equity securities

U.S. large-cap 611 454 157 547 409 138
U.S. mid/small-cap 89 37 52 81 33 48

Debt securities

U.S. Treasury 99 99 95 95
U.S.govcmmentsponsoredagency 9 9 6 6
Municipality 76 76 77 77
Investment-grade corporate 42 42 38 38
Other 3 3 5 5

Receivables (payablcs), net 2 2 1 (1) 2
Total NDT funds 950 609 .341 864 550 314
Auction rate securities (b) 8 8 16 16

Total assets S 2.821 S 1.160 $ 1.512 S 149 S 2.392 $ 877 S 1.437 $ 78

Uabililies

Price risk management liabilities:
Energy commodities S 1.217 $ 5 S 1.182 $ 30_ S 1.070 $ 4 $ 1.028 S 38

Total price ri.sk management liabilities S 1.217 $ 5 S 1.182 S 30 S 1.070 S 4 S 1.028 S 38

PPL Electric

Assets

Cash and cash equivalents
Restricted cash and cash equivalents(c)

S 214 $

3

214

3

S 25

12

S 25

12
Total assets s 217 S 217 s 37 s 37

LKE

Assets

Cash and cash equivalents
Cash collateral posted to counterparties (d)

s 21 $

21

21

21

s 35

22

s 35
77

Total assets s 42 $ 42 s 57 s 57

Liabilities

Price risk management liabilities:
Interest rate swaps s 114 S 114 s 36 S 36

Total price risk management liabilities $ 114 s 114 s 36 S 36

LC&E

Assets

Cash and cash equivalents
Cashcollateral posted to counterparties (d)

s 10 S

21

10

21

s 8
77

s 8
77

Total as.sets s 31 $ 31 s 30 s 30

Liabilities

Price risk management liabilities:
Interest rate swaps s 81 S 81 s 36 $ 36

Total price risk management liabilities s 81 s 81 s 36 S 36

KU

Assets

Cash and cash equivalents s M S II s 21 s 21
Total assets s II S 11 s 21 s 21

Liabilities

Price risk management liabilities:
Interest rate swaps s 33 s 33

Total price risk management liabilities s 33 s 33

(a) Current portion isincluded in"Restricted cash and cash equivalents" and long-term portion isincluded
Sheets.

in "Other noncurrent assets" on the Balance
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(b)
(c)
(d)

Included in "Other investments" on the Balance Sheets.
Current portion is included in"Other current assets" and long-term ponion is included in"Other noncunent assets" on the Balance Sheets.
Included in "Other noncurreni assets" on the Balance Sheets. Represents cash collateral posted to offset the exposure with counterparties related to
certain interest rateswapsundermaster netting arrangements thatarc not offset.

A reconciliation of net assets and liabilities classified as Level 3 for the years ended December 31 isas follows:

2014

Balance at t>cginning of period
Total realized/unrealized gains (losses)

Included in eamings
Included in 001 (a)

Purchases

Sales

Settlements

Transfers into t-evcl 3
Transfers out of Level 3

Balance at end of period

2013

Balance at beginning of period
Total realized/unrealized gains (losses)

Included in earnings
Included in OCl (a)

Sales

Settlements

Transfers into Level 3

Transfers out of Level 3

Balance at end of period

PPL

Fair ValueMeasurements UsingSignificant Unobservublc

Energy Auction Cross-

Commodities, Rate Currency
ncl Securities Swaps Total

$ 24 S 19 S 43

(32) (32)
s (2) (2)

(6) (6)
67 (9) 58
.•>0 50

7 1 8
1 2 3

111 S

22 S

(5)

(2)

(3)
10

24 S

10

16

19 $

1 $

1 S

3

(5)

122

39

(S)
I

(2)
(3)
16

(3)

43

(a) "Energy Commodities, net" and "Cross-Cuncncy Swaps" are included in"(Qualifying derivatives" and "Auction Rate Securities" arcincluded in
"Avaiiablc-for-saie securities" on theStatements of Comprehensive Income.

Areconciliation of net assets and liabilities classified as Level 3 for the years ended December 31 isas follows:

PPL Energy Supply

2014

Balance at beginning of period
Total realized/unrealized gains (losses)

Included in eamings
included in OCl (a)

Purchases

Sales

Settlements

Transfers into Level 3
Transfers out of Level 3

Balance at end of period

2013

Balance at beginning of period
Total reaii'/xd/unrcalized gains (losses)

included in eamings
Sales

Settlements

Transfers into Level 3
Transfers out of Lxvcl 3

Balance at end of period
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Fair ValueMcu.surcmcnts UsingSignificant

Energy Auction

Commodities, Rate

net Securities Total

S 24 S 16 S 40

(32) (32)

(6) (6)
67 (9) 58

50 50

7

1

7

1

S 111 $ 8 $ 119

S 22 S 13 S 35

(5) (5)
(2) (2)
(3) (3)
10 3 13

2 •7

S 24 S 16 s 40
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(a) "Energy Commodities, net" are included in "Qualifying derivatives" and "Auction Rate Securities" are included in "Available-for-sale securities" on
the Statementsof Comprehensive Income.

The significant unobscrvabic inputs used in and quantitative information about the fair value measurement ofassets and
liabilities classified as Level 3 are as follows:

PPL

Energy commodities

Fair Value, net
Asset

(Liability)
Valuation

Technique

December 31. 2014

SigniHcant
Unobscrvuble

Input(s)

Range
(Weighted

Average) (a)

Natural gas contracts (b) S 59 Discounted cash flow
Proprietary model used to
calculate forward prices ll%- 100% (.52%)

Power sales contracts (c) (1) Discounted cash flow

Proprietary model used to
calculate forward prices 9%- 100% (59%)

FTR purchase contracts (d) 3 Discounted cash flow
Historical settled prices used to

model forward prices 100% (100%)

Heat Rate Options (e) 50 Discounted cash flow
Proprietary model used to
calculate forward prices 23%-51% (4.5%)

Auction rate securities (0 10 Discounted cash flow Modeled from SIFMA Index 44% - 69% (63%)

Cross-currency swaps (g) 1 Discounted cash flow Credit valuation adjustment 1.5%(15%)

PPL Enertrv Sunntv

Energy commodities

Natural gas contracts (b) $ 59 Discounted cash flow
Proprietary model used to
calculate forward prices ll%- 100% (52%)

Power sales contracts (c) (1) Discounted cash flow
Proprietary model used to
calculate forward prices 9%- 100% (.59%)

FTR purchase contracts (d) 3 Discounted cash flow

Historicalsettled prices used to
model forward prices 100% (100%)

Heat Rate Options (e) 50 Discounted cash flow
Proprietary model used to
calculate forward prices 23%-51% (4.5%)

Auction rate securities (0 8 Discounted cash flow. Modeled from SIFMA Index 51%-69% (63%)

December 31. 2013

PPL

Energy commodities

Fair Value, net
Asset

(Liability)
Valuation

Technique

Signiricant
Unobscn-abic

Input(s)

Rungc
(Weighted

Average) (a)

Natural gas contracts (b) S 36 Discounted cash flow
Proprietary model u.sed to
calculate forward prices 10% - 100% (86%)

Power sales contracts (e) (12) Discounted cash flow
Proprietaiy model used to
calculate forward prices 100% (100%)

Auction rate securities (0 19 Discounted cash flow Modeled from SIFMA Index 10%-80% (63%)

PPL F.ncrcv .Sunnlv

Energy commodities

Natural gas contracts (b) S 36 Discounted cash flow
Proprietary model used to
calculate forward prices 10%- 100% (86%)

Power sales contracts (c) (12) Discounted cash flow
Proprietary model used to
calculate forward prices I00%(100%)

Auction rale securities (0 16 Discounted cash flow Modeled from SIFMA Index 10%-80% (63%)

(a) For energy commodities and auction rate securities, the range and weighted average represent the percentage offair value derived from the
unobservable inputs. For cross-currency swaps, the range and weighted average represent the percentage change in fair value due to the unobscrvabic
inputs used in the model tocalculate the credit valuation adjustment.

(b) As the foi^-ard price of natural gas increases/(decrcascs). the fair value of purchase contracts increases/(dccrcases). As the forward price of natural gas
increascs/(decrcascs). the fairvalue of salescontracts (decreases)/incrcascs.
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(c)

(d)
(e)

(0

(g)

As forward martcct prices increase/(dccrcasc). ihe fair value of contracts (decreases)/incrcascs. As volumelric assumptions for contracts in again
position incrcasc/(dccrease). the fair value ofcontracts increases/(decreases). As volumetric assumptions for contracts in aloss position
increase/(decrease). the fairvalue of thecontracts (decrcases)/increases.
As the forward implied spread increases/(decrcases). the fair value ofthe contracts increascs/fdecreases).
The proprietary inodcl used to calculate fair value incorporates maiicet heat rates, correlations and volatilities. As the market implied heat rate
increases/fdecreases). the fairvalue of thecontracts incrcases/fdecieases).
The model used to calculate fair value incorporates an assumption that the auctions will continue to fail. As the modeled forward rates ofthe SIRVIA
Index increase/fdecrease), thefairvalue of thesecurities increases/(decreascs).
The credit valuation adjustment incorporates projected probabilities of default and estimated recovery rates. As the credit valuation adjustment
increases/(decrcases), thefairvalue of theswaps {decrea.scs)/incrcases.

Net gains and losses on assets and liabilities classified as Level 3and included in earnings for the years ended December 31
were reported in the Statements of Income as follows:

Energy Commodities, net

Unregulated Unregulated Retail
Wholesale Energy Energy Fuel

Energy
Purchases

PPL and PPL Energy SuriDtv

Total gains(losses) included inearnings
Change inunrealized gains (losses) relating to
positions still heldat thereporting date

2014 2013 2014 2013 2014 2013 2014 2013

(77) S (36)

50 (23)

23 S

37

25

24

Price Risk Management Assets/Liabilities • Energy Commotjities {PPL and PPL Energy Supply)

3 S 22 $

(4)

Energy commodity contracts are generally valued using the income approach, except for exchange-traded derivative
contracts, which are valued using the market approach and arc classified as Level I. Level 2contracts arc valued using
inputs which may include quotes obtained from an exchange (where there is insufficient market liquidity to warrant inclusion
in Level I), binding and non-binding broker quotes, prices posted by ISOs orpublished tariff rates. Furthermore,
independent quotes are obtained from the market to validate the forward price curves. Energy commodity contracts include
forwards, futures, swaps, options and structured transactions 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 other standard industry models. When the lowest level inputs that are significant to the fair
value measurement of a contract arc observable, the contract is classified as Level 2.

When unobservable inputs are significant to the fair value measurement, a contract isclassified as Level 3. Level 3 contracts
are valued using PPL proprietary models which may include significant unobservable inputs such as delivery at a location
where pricing is unobservable, delivery dates that are beyond the dates for which independent quotes are available,
volumetric assumptions, implied volatilities, implied correlations, and market implied heat rates. Forward transactions,
including forward transactions classiHed as Level 3, are analyzed by PPL's Risk Management department, which reports to
the Chiel 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 2and Level 3. The primary reasons for the
transfers during 2014 and 2013 were changes in the availability ofmarket information and changes in the significance ofthe
unobservable inputs utilized in the valuation of the contract. As the delivery period ofa 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 Swaos/Foreian Currency Contracts/Cross-Currencv
Swaps (PPL. LKE, LG&E and KU)

To manage interest rate risk, PPL, LKE, LC&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 ofboth interest rate and foreign currency
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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), 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 ofdefault 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. For PPL, the primary reason for the
transfers between Level 2and Level 3during 2014 and 2013 was the change in the significance of the credit valuation
adjustment. Cross-currency swaps are valued by PPL's Treasury department, which reports to the CFO. Accounting
personnel, who also report to the CFO, interpret analysis quarterly to classify the contracts in the fair value hierarchy
Valuation techniques are evaluated periodically.

(PPLand PPL Energy Supply)

NOT Funds

The market approach is used to measure the fair value ofequity securities held in the NOT funds.

• The fair value measurements of equity securities classified as Level I are based on quoted prices in active markets.

• The fair value measurements of investments in commingled equity funds are classified as Level 2. These fair value
measurements are based on firm quotes ofnet asset values per share, which are not obtained from aquoted price in an
active market.

The fair value of debt securities is generally measured using amarket approach, including the use of pricing models, which
incorporate observable inputs. Common inputs include benchmark yields, relevant trade data, broker/dealer bid/ask prices,
l^nchmark 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 payment data, future predicted cash flows
collateral performance and new issue data. '

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 probability of realizing 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 transfers
during2013 was thechange in discount rates and SIFMA Index.

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 classify the contracts in the fair value hierarchy. Valuation lechnioues
are evaluated periodically.

Nonrecurring Fair Value Measurements (All Registrants except PPL Electric and LG&E)

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

Carrying Level 3

PPL.nHPm.Fn...., tosi!!)
Kerr Dam Project (c):

March 31.2014 S 47 $ 29 S 18
Corelle plani and emission allowances:

l>;ccmber 31. 2013 ac
PPI.. LKKnnH Kll '

Equity invcsimeni in EE):
tScccmbcr 31. 2012 25
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(a)
(b)

(c)

Represents cairj'ing value before fair value measurement.
The loss on the Kerr Dam Project was recorded in the Supply segment and included in "Income (Loss) from Discontinued Operations (net ofincome
taxes)" on the Statement of Income. The loss onthe Corettc plant and emission allowances was recorded inthe Supply segment and included in"Other
operation and maintenance" on the Statement of Income. The loss on the EEI investment was recorded in the Kentucky Regulated segment and
includedin "Other-Than-Temporary Impairments" on the Statementof Income.
TheKerr Dam Project was included in thesaleof theMontana Hydroelectric facilities and theassets were removed from theBalance Sheet. SeeNote
8 for additional information.

The significant unobservablc inputs used in and the quantitative information about the nonrecurring fair value measurement
of assets and liabilities classified as Level 3 are as follows:

PPL and PPL Energy SuddIv

Kerr Dam Project;
March 31. 2014

Corette plant and emission allowances:
December 31. 2013

PPL. LKRnnd KIJ

Equity invcstnKnt in EEI:
December 31. 2012

Fair Value, net
Asset

(Liability)
Valuation

Technique

29 Discounted cash flow

Discounted cash flow

Discounted cash flow

Significant
Unobscm'able

lnput(s)

Proprietary model used to
calculate plant value

Long-term forward price curves
and capital expenditure

projections

Long-term forward price curves
and capital expenditure

projections

Range
(Weighted

Average) (a)

38% (38%)

100% (100%)

100% (100%)

(a) The range and weighted average represent the percentage offair value derived from the unobservablc inputs.

{PPL and PPL Energy Supply)

Kerr Dam Project

PPL Montana previously held a jointoperating license issued for the Kerr Dam Project. The liccn.sc extends until 2035 and,
between 2015 and 2025, the Confederated Salish and Kooienai Tribes of the Flathead Nation (the Tribes) have the option to
purchase, hold and operate the Kerr Dam Project. The parties submitted the issue of the appropriate amount of the
conveyance price to arbitration in February 2013. In March 2014, the arbitration panel issued its final decision holding that
the conveyance price payable by the Tribes for the Kerr Dam Project is$18 million. As a result ofthe decision, PPL Energy
Supply performed a recoverabilily test on the Kerr Dam Project and recorded an impairment charge. PPL Energy Supply
performed an internal analysis using an income approach based on discounted cash flows (a PPL proprietary model) to assess
the fair value of the Kerr Dam Project. Assumptions used in the PPL proprietary model were the conveyance price, forward
energy price curves, forecasted generation, and forecasted operation and maintenance expenditures that were consistent with
assumptions used in the business planning process and a market participant discount rate. Through this analysis, PPL Energy
Supply determined the fair value ofthe Kerr Dam Project to be $29 million at March 31, 2014. The Kerr Dam Project was
included in the sale of the Montana Hydroelectric facilities and the assets were removed from the Balance Sheet. See Note 8
for additional information.

The assets were valued by the PPL Energy Supply Financial Department, which reports to the President of PPL Energy
Supply. Accounting personnel, who report to the CFO, interpreted the analysis to appropriately classify the assets in the fair
value hierarchy.

Corette Plant and Emission Allowances

During the fourth quarter 2013, PPL Montana recorded an impairment loss on the Corette plant and related emission
allowances. In connection with the completion of its 2013 annual business planning process that included revised long-term
power and gas price assumptions and other factors, PPL Energy Supply altered its expectations regarding the probability that
the Corette plant would operate subsequent to initially placing it in long-term reserve status and determined the carrying
amount for Corette was no longer recoverable. As a result, PPL Energy Supply performed an internal analysis using an
income approach based on discounted cash flows toassess the fair value of the Corette asset group. Assumptions used in the
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fair value assessment were forward energy prices, expectations for demand for energy in Coretlc's market and expected
operation and maintenance and capital expenditures that were consistent with assumptions used in the business planning
process and a market participant discount rate. Through this analysis, PPL Energy Supply determined the fair value of the
asset group to be negligible. PPL Energy Supply now expects to retire the Coreite plant in August 2015.

The assets were valued by the PPL Energy Supply Financial Department, which reports to the President of PPL Energy
Supply. Accounting personnel, who report to the CFO, interpreted the analysis to appropriately classify the assets in the fair
value hierarchy.

Equity Investment in EEI (PPL LKE and KU)

During the fourth quarter 2012, KU recorded an other-than-temporary decline in the value ofits equity investment in EEI.
KU performed an internal analysis using an income approach based ondiscounted cash flows toassess the current fair value
of its investment based on several factors. KU considered the following factors: long-dated forward power and fuel price
curves, the cost ofcompliance with environmental standards, and the majority owner and operator's 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 EEl's 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.

Financial Instruments Not Recorded at FairValue (All Registrants)

The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values arcset forth below. The fair
values of these instruments were estimated using an income approach by discounting future cash flows atestimated current
cost of funding rates, which incorporate the credit risk of the Registrants. These instruments are classified asLevel 2. The
effect of third-party credit enhancements is not included in the fair value measurement.

December 31,2014 December 31.2013
Carrj'ing Carrj-ing
Amount Fair Value Amount Fair Value

S 20.391 S 22.670 $ 20.907 $ 22 177
PPL Energy Supply 2.218 2.204 2.525 2.658
PPLEIeclric 2.602 2.990 2.315 2.483

4.567 4.946 4..565 4.672
1.4,55 1.3.53 1.372

2.091 2.313 2.091 2.155

The carrying value ofshort-term debt (including notes between affiliates), when outstanding, approximates fair value due to
the variable interest rates associated with the short-term debt and is classified as Level 2.

Credit Concentration Associated with Financial Instruments

(All Registrants)

Contracts arc entered into with many entities for the purchase and sale ofenergy. When NPNS is elected, the fair value of
these contracts is not reflected in the financial statements. However, the fair value of these contracts isconsidered when
committing to new business from acredit perspective. See Note 17 for information on credit policies used to manage credit
risk, including master netting arrangements and collateral requirements.

(PPL and PPL Energy Supply)

At December 31, 2014, PPL and PPL Energy Supply had credit exposure of$708 million from energy trading partners,
excluding exposure from related parties (PPL Energy Supply only) and the effects ofnetting arrangements, reserves and
collateral. As a result ofnetting arrangements, reserves and collateral, PPL and PPL Energy Supply's credit exposure was
reduced to $374 million. The top ten counterparties including their affiliates accounted for $164 million, or44%, of these
exposures. Nine ofthese counterparties had an investment grade credit rating from S&P orMoody's and accounted for 95%
ofthe top ten exposures. The remaining counterparty is rated below investment grade, but is current on its obligation. See
Note 14 for information regarding PPL Energy Supply's related parly credit exposure.
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(PPL Electric)

PPL Electric is exposed lo credit risk under energy supply contracts (including its supply contracts with PPL EncrgyPlus);
however, its PUC-approved recovery mechanism is anticipated to substantially mitigate this exposure.

(LKE, LG&E and KU)

At December 31, 2014, LK.E's, LG&E's and KU's credit exposure was not significant.

17. Derivative Instruments and Hedging Activities

Risk Management Objectives

(All Registrants)

PPL has arisk management policy approved by the Board ofDirectors to manage market risk associated with commodities,
interest rates on debt issuances and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including
non-performance risk and payment default risk). The RMC, comprised ofsenior 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 arc not limited to, credit review and approval, validation oftransactions 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 offair value and other risk management
metrics.

Market Risk

Market risk includes the potential loss that may be incurred as a result ofprice changes associated with a particular financial
or commodity instrument as well as market liquidity and volumetric risks. Forward contracts, futures contracts, options,
swaps and structured transactions are utilized as part o( risk management strategies to minimize unanticipated fluctuations in
earnings caused by changes in commodity prices, volumes offull-requirement sales contracts, basis exposure, interest rates
and 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 NPNS is elected.

The table below summarizes the market risks that affect PPL and its Subsidiary Registrants.

PPL PPL

Commodity price risk(including basisand
PPL Enercv SuddIv Electric LKE LC&E KU

volumetric risk) X X M M M M
Interest rate risk:

[>;bt issuances X X M M M M
Defined benefit plans X X M M M M
NDT securities X X

Equitysecurities price risk:
Definedbenefit plans X X M M M M
NDT securities X X
Future stock transactions X

Foreigncurrency risk - WPDinvestment and
eamings X

X - PPL and PPL Energy Supply actively mitigate market risks through their risk management programs described above.
M=The regulatory environments for PPL's regulated entities, by definition, significantly mitigate market risk.

Commodity price risk

• PPL is exposed to commodity price risk through its domestic subsidiaries as described below. WPD is exposed to
volumetric risk which issignificantly mitigated asa result of the method ofregulation in the U.K.

• PPL Energy Supply is exposed to commodity price risk for energy and eiiergy-rclatcd products associated with the sale of
electricity from its generating assets and other electricity and gas marketing activities and the purchase offuel and fuel-
related commodities for generating assets, as well as for proprietary trading activities.
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• PPL Electric is exposed to commodity price risk from its obligation as PLR; however, its PUC-approved cost recovery
mechanism substantially eliminates its exposure to this risk. PPL Electric also mitigates its exposure to volumetric risk
byentering into full-requirement supply agreements to serve its PLR customers. Thesesupply agreements transferthe
volumetric risk associated with the PLR obligation to the energy suppliers.

• LG&E's and KU's rates include certain mechanisms for fuel and environmental expenses. In addition, LG&E's rates
include certain mechanisms for gas supply. 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 crosscurrencyswaps to limitexposure to market fluctuations on interest
and principal payments from changes in foreign currency exchange rates and interest rates. LG&E utilizes over-the-
counter interest rate swaps to limit exposure to market fluctuations on floating-ratedebt, and LG&E and KU utilize
forward starting interest rate swaps to hedgechanges in benchmark interest rates, when appropriate, in connection with
future debt issuances.

• PPL and its subsidiaries are exposedto interest rate riskassociated withdebt securities held by defined benefitplans.
This risk is significantly mitigated to theextent that the plans are sponsored at, or sponsored on behalfof, the regulated
domestic utilities and for certain plans at WPDdue to the recovery mechanisms in place. Additionally, PPL Energy
Supply is exposed to interest rate risk associated with debt securities held by the NDT.

Equity securities price risk

• PPL and its subsidiaries are exposed to equitysecurities price risk associated withdefined benefitplans. This risk is
significantly mitigated at the regulated domestic utilities and for certain plansat WPDdue to the recovery mechanisms in
place. Additionally, PPL and PPL Energy Supply arc 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 and earningsof U.K.
affiliates.

Credit Risk

Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.

PPL is exposed to credit risk from "in-the-money" 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 "in-the-money" commodity derivatives with its energy trading partners,
which include other energy companies, fuel suppliers, financial institutions, other wholesale customers and retail customers.

The majority of PPL and PPL Energy Supply's 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 EnergySupply would incur financial losses. Those losses would be recognized immediately or through lower
revenues or higher costs in future years, depending on the accounting treatment for the defaulted contracts. In the event a
supplier of LKE(through its subsidiaries LG&E and KU)or PPL Electric defaultson its obligation, thoseentities would be
required to seek replacement power or replacement fuel in the market. In general, subject to regulatory review or other
processes, appropriate incremental costs incurred by theseentities would be recoverable from customers through applicable
rate mechanisms, thus mitigating the financial risk for these entities.
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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 or provisions. These
agreements generally include credit mitigation provisions, such as margin, prepayment or collateral requirements. PPL and
its subsidiaries may request additional credit assurance, incertain circumstances, in theevent that thecounterparties' credit
ratings fall below investment grade, their tangible net worth falls below specified percentages or their exposures exceed an
established credit limit. See Note 16 for credit concentration associated with energy trading partners.

Master Netting Arrangements

Net derivative positions on the balance sheets arc 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$11
million and $9 million at December 31, 2014 and 2013.

PPL Electric, LKEand LG&E had no obligation to returncash collateral under master netting arrangements at December 31,
2014 and 2013.

PPL, LKE and LG&E had posted cash collateral under master netting arrangements of $21 million and $22 million at
December 31, 2014 and 2013.

PPL Energy Supply, PPL Electric and KU did not post any cash collateral under master nettingarrangements at
December 31, 2014 and 2013.

See "Offsetting Derivative Investments" below for a summary of derivative positions presented in the balance sheets where a
right of setoff exists under these arrangements.

(PPL and PPL Energy Supply)

Commodity Price Risk (Non-trading)

Commodity price risk, including basis and volumetric risk, is among PPL'sand PPL Energy Supply's mostsignificant 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 arc 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 Energy Supply maximizes the value of its unregulated wholesale and unregulated 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 formal hedging program to economically hedge the forecasted purchase and sale of electricity and
related fuels for its competitive baseload generation fleet, which includes 6,644 MW(summerrating)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 3,252 MW (summer rating)of natural gas and oil-firedgeneration. PPL EnergySupply's
marketing portfolio is comprised of full-requirement sales contractsand related supply contracts, retail natural gas and
electricity sales contractsand other marketing activities. The strategics that PPL EnergySupply uses to hedge its full-
requirement sales contracts include purchasing energy (at a liquid trading hub or directlyat 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 financial 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 arc non-
derivatives or NPNS is elected and therefore they are 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 as
discussed below.
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Cash Flow Hedges

Odcfei'redt"rnr7 accounting so that the effective portion ofatierivative's gain or loss isdeferred in AOCI at^d reclassified tnto earnings when the forecasted transaction occurs. Certain cash flow hedge positions
were dedestgnated during 2013 and the unamortized portion remained in AOCI because the original forecasted transaction is
-still expected to occur. There were no active cash flow hedges at December 31, 2014 and 2013. AtDecembcr3l 2014 the
aecurriulated net unrecognized after-tax gams (losses) that are expected to be reclassified into earnings during the next 12
mont swere $19 m,l ton for PPL and PPL Energy Supply. Cash How hedges are discontinued if it i! no longer probable that
eLrd?™n At3crare "nd any amounts previously

For 20K and 2013 h ' ""'r transaction is probable of not occurringFor 2014 and 2013, there were no reclasstncations, while in 2012, such reclassincations were insignincant.

For 2014, 2013 and 2012, hedge ineffectiveness associated with energy derivatives was insignincant.

Economic Activity

Many derivative contracts economically hedge the commodity price risk associated with electricity, natural gas oil and other
cotiimodities but do not receive hedge accounting treatment because they were not eligible for hedge accounting or because
hedge accounting was not elected. These derivatives hedge aponion of the economic value of PPL Energy Supply's
comiKtitivc generation assets and unregulated full-requirement and retail contracts, which are subject to changes in fair value
due to uiarket price volatility and volume expectations. Additionally, economic activity also includes the ineffeetive portion
Dec mb^l't 4 existed' aDecember 31, 2014 range in maturity ihrough 2019.

Examples of economic activity may include hedges on sales of bascload generation, certain purehase eontracts 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 full-requirement sales contracts, Spark Spread hedging contracts, retail electric and natural gas
activities, and fue oil swaps used to hedge price escalation clauses in coal transportation and other fuel-related contractsOPPL 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 capped at the price at
whmh the generating unit would be dispatched and therefore does not expose PPL Energy Supply to uncovered market price

The unrealized gams (losses) for economic activity for the years ended December 31 were as follows.

O

Opcraiing Revenues
Unregulated wholesale energy
Unregulaicd retail energy

Operating Expenses
Fuel

Energy purchases

Commodity Price Risk (Trading)

2014 2013 2012

s 325 $ (721) S (31!)
29 12 (17)

(27) (4) (14)
(327) 586 442

PPL Energy Supply has aproprietary trading strategy which is utilized to take advantage of market opportunities primarily in
IIS geographic footprint. As aresult, PPL Energy Supply may at times create anet open position in its portfolio that could
result in losses if prices do not move mthe manner or direction anticipated. Net energy trading margins, which are included
m Unregulated wholesale energy" on the Statements of income, were $75 million for 2014 and insignificant for 2013 and

Commodity Volumes

At December 31, 2014, the net volumes of derivative (sales)/purchase contracts used in support of the various strategies
discussed above were as follows.
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Unit of Measure 2015 20lV""^ 2017 Thereafter
cZL h (39.946.543) (4.999.532) 741.005 3.426 579Lapacily MW-Monih (6.6O4) ^249) 6

Sl r';;:on,h
°'' '•2I-0I9 374,394 251.670 60,000
(4) Volu..,^ for op,ion con.mcs facor in ,he probabili.y of an op,ion being „e,.i,od and may be lesa ,han .be no.ional amonn, of ,he op,ion.
Interest Rate Risk

(PPL, LKE, LG&EandKU)

PPL and IIS subsidiaries issue debl lo nnance iheir operations, which exposes them to interest rate risk Various nnancial

limTtsTndPr ppf anticipation of future Hnancing, when appropriate Riskimils under PPLs risk management program are designed to balance risk exposure to volatility in interest exoense and
changes in the fair value of the debt portfolio due to changes in benchmark interest rates.

Cash Flow Hedges

(PPL)

amidDLTd'nitcil!pI,"''p outstanding variable rate debt and for futureticipated financtngs. Financial interest rate swap contracts that qualify as cash flow hedges may be entered into to hcdite
a° roo®,' f 'T ? ''"'I anticipated debt issuances. At December 31, 2014, PPL held anaggrega cnotiona value tn interest rate swap contracts of $1,6 billion that range in maturity through 2045, The amount

KU wans^ar b'hr'r T V'- 'ha LG&E andKU swaps are probable tjf recovery through regulated rates; as such, any gains and losses on these derivatives are included in
cgultttory assets or habihties and will be recognized in "Interest Expense" on the Statements of Income over the life of the

underlying debl at the time the underlying hedged interest expense Is recorded.

At December 31, 2014, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $1.3 billion that
range in maturity through 2028 to hedge the mieresl payments and principal of WPD's U.S. dollar-denominated senior notes.

For 2014, 2013 and 2012, hedge ineffectiveness associated with interest rate derivatives was insignificant.

Cash now hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of
the origina ly specified time period and any amounts previously recorded in AOCI arc reclassified into earnings once it is

mcl ™nl;o:st„^otfan;2Sr2"'°" '

m unrecognized aflcr-lax gains (losses) on qualifying dcrivalives thai are expected
TxpenTe !,rmcordrd """ hedged interest
(LKE, LGiScEand KU)

Periodically, LG&E and KU enter into forward-starting interest rale swaps with PPL that have terms identical to forward-
starting swaps entered into by PPL with third parlies. Realized gains and losses on all of these swaps are probable of
recovery through regulated rates; as such, any gams and losses on these derivatives are included in regulatory assets or
labilities and will be recognized m"Interest Expense" on the Statements of Income over the life of the underlying debt at the

time the underlying hedged interest expense is recorded. At December 31, 2014, the total notional amount of forward
starting interest rate swaps outstanding was $1 billion (LG&E and KU each held contracts of $500 million). The swaps range
mmaturity 'hrough 2W5. There were no forward starling interest rate swaps outstanding at December 31, 2013 Net cash
settlements of $86 million were received on swaps that were terminated in 2013 (LG&E and KU each received $43 million)

he settlements are included m'Regulatory liabilities" (noncurrent) on the Balance Sheets and "Cash Flows from Operating
Activities" on the Statement of Cash Flows. v^jx-iaimg
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Economic Activity (PPL, LKE andLG&E)

LG&E enters into interest rale swap eontraets that economically hedge interest payments on variable rate debt. Because
realized gams and losses from the swaps, including aterminated swap contract, are recoverable through regulated rates any
subsequent changes mfair value of these derivatives are included in regulatory assets or liabilities until they are realized as
interest expense. Realized gams and losses are recognized in "Interest Expense" on the Statements of Income at the time the
underlying hedged interest expense is recorded. At December 31, 2014, LG&E held contracts with anotional amount of
ii /y million that range m maturity through 2033.

Foreign Currency Risk

(PPL)

PPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. 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.

Net Investment Hednes

wDrf"?u^ currency contracts on behalf of asubsidiary to protect the value of aportion of its net investment inPD. The contracts outstanding at December 31. 2014 had anotional amountof£2l7 million (approximately $355 million
based on contracted rates). The settlement dales of these contracts range from May 2015 through June 2016.

Additionally, aPPL Global subsidiary that has aU.S. dollar functional currency entered into GBP intercompany loans
payable with WPD subsidiaries that have GBP functional currency. The loans qualify as anet investment hedge for the PPL
Global subsidiary. As such, the foreign currency gains and losses on the intercompany loans for the PPL Global subsidiary
arc recorded to the foreign currency translation adjustment component of OCl. For 2014 and 2013, PPL recognized
insignificant amounts of net investment hedge gains (losses) on the intercompany loans in the foreign currency translation
adjustment component of OCl. At December 31, 2014, there were no outstanding loan balances.

At December 31, 2014 and 2013, PPL had $14 million and an insignificant amount of accumulated net investment hedge
after tax gams (losses) that were included in the foreign currency translation adjustment component of AOCI.

Economic Activity

PPL enters into foreign currency contracts on behalf of asubsidiary to economically hedge GBP-denominated anticipated
earnings. At December 31, 2014, the total exposure hedged by PPL was approximately £1.4 billion (approximately $2.2

2016" contracted rales). These contracts had termination dates ranging from January 2015 through December
Accounting and Reporting

(All Registrants)

All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected.
NPNS contracts for PPL and PPL Energy Supply include certain 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 and designated as such, except for the
changes in fair values of LG&E's and KU's interest rate swaps that are recognized as regulatory assets or regulatory
liabilities. See Note 6for amounts recorded in regulatory assets and regulatory liabilities at December 31, 2014 and 2013.
PPL and PPL Energy Supply have many physical and financial commodity purchases and sales contracts that economically
hedge commodity price risk but do not receive hedge accounting treatment. As such, realized and unrealized gains (losses)
on these contracts are recorded currently in earnings. Generally each contract is considered aunit ofaccount and PPL and
PPL Energy Supply present gains (losses) on physical and financial commodity sales contracts in "Unregulated wholesale
energy or Unregulated retail energy and (gains) losses on physical and financial commodity purchase contracts in "Fuel"
or Energy purchases on the Statements of Income. Certain of the economic hedging strategies employed by PPL Energy
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Supply Ulilize acombination of nnancial purchases and sales contracts which are similarly reported gross as an expense and
revenue respecttve y^on the Statements of Income. PPL Energy Supply records realised hourly net sales or purchaserof
phys cal power with PJM tn its Statements of Income as "Unregulated wholesale energy" if in anet sales position and
energy purchases jf in a net purchase position.

See Note i for additional information on accounting policies related to derivative instruments.

(PPL)

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

Currcni;
Price Risk Management

Assets/Liabilities (a):
Interest rate swaps (b)
Cross-currency swaps (b)
Foreigncurrency
contracts

Commotlity contracts
Total current

Noncurrent;
Price RiskManagement

AsseLs/Liabilities (a):
Interest rate swaps (b)
Cross-currency swaps (b)
Foreign currency
contracts

Commodity contracts
Total noncurrent

Total derivatives

Derivatives designated as
hedging instruments

December 31. 2014

Derivatives not designated
as hedging instruments

Derivatives designated as
hedging instruments

December 31. 2013
Derivatives not designated

as hedging instrumentsAssets Mnbilities Assets Liabilities Assets _Uabilitics

s 94

3
S 5 $ 82

S 4
S 4

S 12

12

S

97

67

1.079 1.024
16

S 860
55

750

29

14 43 9

20

28

860 809

32

5 46

239

2

193
4

328

31

320
34 14 285 238 9 3? 3''8

$ 46 S III S 1.43! S 1.267 S 91 S 52 % I.IS8 S 1.192

(a) Represents the locationon the Balance Sheets,
(b) Excludes accrued interest, ifapplicable.

of derivalive instruments recogni7xd in income, OCI or regulatory assets and

Derivati%'cs in
Fair Value Hedging

Hedged Items in
Fair Value Hedging

Locution of Gain
(Loss) Recognized Gain (Loss) Recognized Gain (J>oss) Recognized

2012

Interest rate swaps Rxcd rate debt Interest Expense

in income on irerivativc m

S

Income on Related Item

3

Derivative

Relationships
2014

Derivative Gain
(Lo.ss) Recognized in

OCI (Effective Portion)

Location of Gain (Los.s)
Recognized in Income

on Derivative

Gain (l,^<u) Reclas.<>ined
from AOCI into Income

(Effective Portion)

Gain (l^oss) Recognized
in Income on Derivative
(Ineffective Portion and
Amount Excluded from
EITectivcncs.s Testing)

Cash Row Hedges:
Interest rate swaps
Cross-currency swaps

Commodity contracts

Total

Net Investment Hedges:
Foreigncurrencycontracts
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(91) Interest Expense
58 Other Income (Expense) - net

Interest Expense
Unregulated wholesale energy
Energy purchases
Depreciation
Discontinued operations

(.^3)

23

27

(18)
57

4

1

31
2

8

85 S
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o

2013

Cash How Hedges:
Jnicrcsi rate swaps
Cross-currencyswaps

Commodity contracts

Derivative

Relationships

Derivative Gain
(Loss) Recognized in

OCl (EfTective Portion)

Location or Gain (Loss)
Recognized in Income

on Derivative

Total

Net Investment Hedges:
Foieign currency contracts

2012

Cash Row Hedges:
Interest rate swaps

Cross-currency swaps

Commodity contracts

Total

Net Investment Hedges:
Foreigncurrencycontracts

Derivatives Not Designated us
Hedging Instruments

Foreign currency contracts
Interest rate swaps
Commodity contracts

DerivativesDesignated as
Cash Flow Hedges

Interest rate swaps

Derivatives Not Designated as
Hedging instruments

Interest rate swaps

127 Interest Expense
(41) Other Inconx: (Expense) - net

Interest Expense
Unregulated wholesale energy
Energy purchases
Depreciation
Other

Discontinued operations
86

(14)

(28) interest Expense
Other Income (Expense) - net

(15) Other Income (Expense) - net
Interest Expense

114 Unregulated wholesale energy
Energy purchases
Depreciation
Discontinued operations

71

(7)

Locationof Gain (l>oss) Recognized in
Income on Derivative

Other Inconte (Expense)• net
Interest Expense
Unregulated wholesale energy
Unregulated retailenergy
Fuel

Energy purchases
Discontinued operations
Total

Locationof Gain (I^ss) Recognized as
Regulatory Liabilities/Assets

Regulatory assets - noncurrent
Regulatory liabilities • noncurrent

Location of Gain (l^ss) Recognized as
Regulatory Liabilities/Assets

Regulatory assets - noncurrent

Gain (Loss) Reciassined
from AOCl into Income

(EfTective Portion)

Gain (Loss)Recognized
in Income on Derivative
(IncfTective Portion and
Amount Excluded from
Effectiveness Testing)

2014

121

(8)
(1.353)

30

(30)
1.013

6

(20)
(28)

1

240 $

(58)
2

3

23

163 $

(18)
1

(23)
(2)

838 S
(136)

2

50

712 S

2013

(38) S
(8)

(99)
25

2

130

14

(221) S 26 S

2014 2013

(66)
72 S

2014 2013

(12) $ 22 S

2012

(1)
(2)

(3)

(52)

(8)
1.182

30

(965)
17

204

2012

14

2012

(PPL Energy Supply)

The following lablcs present the fair value and locaiion ofderivative instruments recorded on the Balance Sheets.
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Curreni:

Price Risk Managemcnl
Assels/Llabiliiies (a):

Commodity contracis
Total current

Noncurrcnt:
Price RiskManagement

Assets/Liabilities (a):
Commodity contracts

Total noncurrcnt
Total derivatives

(a) Represents the location on the Balance Sheets.

Derivatives not designated Derivatives not designated
as hedging instruments as hedging imstrumcnts

Assets Liabilities Assets

S 1,079 S 1.024 S 860 S 7.50
1.079 1.024 860 750

239 193 328 320
239 193 328 320

$ 1.318 S 1.217 S 1.188 S 1,070

The following tables present the pre-tax effect ofderivative instruments reeognized in income or OCI.

2014

Cash Flow Hedges:
Commoditycontracts

Derivative
Relationships

Total

2013

Cash FlowHedges:
Commodity contracts

Total

2012

Cash Flow Hedges:
Commodity contracts

Total

Derivative Gain
(Loss) Recognized in

OCI (FZfTcctive Portion)

114

114

Location of Gain (Loss)
Recognized in Income

on Derivative

Unregulated wholesale energy
Energy purchases
I!)cprcciation
Discontinued operations

Unregulated wholesale energy
Energy purchases
Depreciation
Discontinued operations

Unregulated wholesaleenergy
Energy purchases
l!}cpreciation
Discontinued operations

Gain (Loss) Reclassidcd
from AOCI into Income

(Effective Portion)

Gain (Loss) Recognized
in Income on Derivative

(Ineffective Portion and
Amount Excluded from

Effectiveness Testing)

1

31

2

42

240 $

(58)
2

23

207 S

838 S

(136)
2

50

(1)
(2)

Derivatives Not Designated as
Hedging Instruments

Location of Gain (Loss) Recognized in
Income on Derivative 2014 2013 2012

Commodity contracts Unregulated wholesaleenergy
Unregulated retailenergy
Fuel

Energy purchases
Discontinued operations

S (1.353) S
30

(30)
I.0I3

6

(99) S
25

2

130

14

1.182

30

(965)
17

Total S (334) S 72 S 264

(LKE)

The following table presents the fair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.
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December 31. 2014 December 31. 2013
OCumni: ^iabililie.s Assets Liabilities

Price Risk Management
Assets/Liabilities (a):

Interest rate swaps $ ^

O

O

(a) Represents the location on the Balance Sheet.

The following labic presenis the pre-tax effcci of derivative instruments designated as cash now hedges that are recognized in
regulatory assets and liabilities. ®

Derivative Instrunrents Location of Cain 2014 2013 2012
Interest rate swaps Regulatory assets •noncurrcni S (66)

Regulatory liabilities - noncurrent $ 72 S 14

(LC&E)

The following table presenis the fair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.

December 31. 2014 December 31. 2013
Current- Assets Liabilities

Price Risk Management
Assets/Liabilities (a);

Interest rateswaps $ -^3

(a) Represents the location on the balance sheet.

The following table presents the pre-tax effect of derivative instruments designated as cash Bow hedges that are recognized in
regulatory assets and liabilities.

Derivative InstrumcnLs Location of Cain (l^ss) 2014 2013 2012

Interest rate swaps Regulatory assei •noncurrent S (33)
Regulatory liabilities - noncurrent $ 36 $

(KU)

The following table presents ihc fair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.

December 31. 2014 December 31. 2013
Assets Liabilities A.sseLs l.isihiHfi«»«

Current:

Price RiskManagement
Assets/Liabilities (a):

Inicrcsi rateswaps S 33

(a) Represents the location on the Balance Sheets.

The following table presents the pre-tax effcci of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets and liabilities.

Dcivutive InstrunKnts Location of Gain fl..oss) 2014 2013 2012
interest rale swaps Regulatory as.sets •noncurrent $ (33)

Regulatory liabilities - noncurrcni $ 36 S 7
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(LKEand LC&E)

kit™"""" "•« 'iesignaled as hadgSng

Currcni:
Assets

December 31. 2014

Liahiiities Assets

December 31, 2013

Liabilities

PriceRi.":!; Managemcni
Assets/Uabiliiies (a):

inieresi rate swaps
Total current

S 5 S 4

NoncufTeni:
Price Risk Managemcni

Assets/Liabilities (a):
inieresirate swaps

Tola) noncurrent
4.1

4

32

Total derivatives
S 48 s

32

36

(a) Represents the location on the Balance Sheets.

The following tables present the pre-tax effect of derivatives not designated
income or regulatory assets.

as cash How hedges that are recognized in

Derivative Instruments Location of Cain (Loss) 2014 2013

interest rate swaps Interest Expense $ (8) S (8) $ (8)

Derivative Instruments Location of Gain (l^ss) 2014 2013

Interest rate swaps Regulatory assets • noncurrent S (12) $ 22 S 1

(All Registrantsexcept PPL Electric)

Offsetting Derivative Instruments

PPL, PPL Energy Supply, LKE, LG&E and KU or ccrlain of Iheir subsidiaries have master netting arrangements or similar
agreements in place including derivative clearing agreements with futures commission merchants (FCMs) to permit the
trading of cleared derivative products on one or more futures exchanges. The clearing arrangements permit an FCM to use
and apply any property in its possession as aset off to pay amounts or discharge obligations owed by acustomer upon default
o( the customer and typically do not place any restrictions on the FCM's use of collateral posted by the customer. PPL, PPL
Energy Supply, LKE, LG&E and KU and their subsidiaries also enter into agreements pursuant to which they trade certain
energy and other products. Under the agreements, upon termination ofthe agreement as a result ofadefault orother
termination event, the non-defaulting party typically would have aright to setoff amounts owed under the agreement against
any other obligations arising between the two parties (whether under the agreement or not), whether matured or contingent
and irrespective of the currency, place of payment or place of booking of the obligation.

PPL, PPL Energy Supply, LKE, LG&E and KU have elected not to offset derivative assets and liabilities and not to offset net
derivative positions against the right to reclaim cash collateral pledged (an asset) or the obligation to return cash collateral
received (a liability) under derivatives agreements. The table below summarizes the derivative positions presented in the
balance sheets where aright of setoff exists under these arrangements and related cash collateral received or pledged.

Assets Liabilities
P^licible for Offset

December 31. 2014

PPL

Gross

Gush

Derivative Collateral

Instruments Received Net Gross
Derivative

Irestrumcnts

Cash

Collateral

Pled&ed Net

Energy Commodities
Treasury Dcrivaiivcs

Total

S 1.318

\59

S 1.060 $ 10 S
6.1

248 S 1.217
94 161

S 1.060

6.1

S 58 S
21

99

7.1
$ 1.477 S 1.12.1 S 10 S 342 $ l,.378 S 1.12.1 S 79 S 174
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A.s.scts

Liabilities

PPh Encrirv Siinnlv

Energy Ccmniodiiies

Gross

Gush

Derivative Collateral
Instruments Received Net Gross

Eligible fnr Offset
Cash

Derivative Collateral
Instruments Plf>d0(>a

$ I..1I8 S 1.060 $ 10 S 248 S 1.217 S 1,060 S 58 •s 99

LKE

Treasury Derivatives
$ 114 $ 20 % 94

LG&E

Treasury Derivatives
$ 81 $ 20 % 61

KU

Treasury Derivatives
s 3.1 % 33

December 2nn

PPL

Energy Commodities
Treasury [>:rivativcs

Total

S 1.188

91

S 912 $ 7
61

s 269

.^0

s 1.070

174

$ 912 S
61

1

23

S 157

90$ 1.279 s m S 7 s 299 s 1.244 S 973 S 24 s 247

PPL Encrcv Siionlv

Energy Commodities S 1.188 S 912 $ 7 s 269 5 1.070 S 912 5 1 s 157

LKE

Treasury [>;rivatives
$ 36 $ 20 s 16

LG&E

Treasury l>;rivatives
S 36 S 20 s 16

o Credit Risk-Related Contingent Features

o

Ccriam denvaiivc contracis contain credit risk-related contingent features which, when in anet liability position would
permit the counterparties to require the transfer of additional collateral upon adecrease in the credit ratings of PPL PPL
hnergy Supp y, LK.E, LG&E and KU or certain of their subsidiaries. Most of these features 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 Icatures also would allow the counterparty to require additional collateral upon each
owngradc 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, and assuming no assignment to an investment grade afniiate were allowed, most of
these credit contingent features require either immediate payment of the net liability as atermination payment or immediate
and ongoing full collateralization on derivative instruments in net liability positions.

Additionally, certain derivative contracis contain credit risk-related contingent features 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. Acounterparty demanding adequate assurance could require atransfer of additional collateral or other security
including letters of credit, cash and guarantees from acreditworthy entity. This would typically involve negotiations amon^
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" features.

(All Regislrants except PPL Electric and KU)

At December 31 2014, derivative contracis in anet liability position that contain credit risk-related contingent features
collateral posted on those positions and the related effect of adecrease in credit ratings below investment grade are
summarized as follows: ®
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o Aggregate fair value of derivative instruments in anet liability
position with credit risk-related contingent features

Aggregate fair value ofcollateral posted on these derivative instruments
Aggregate fair value ofadditional collaieral requirements in the event of

a credit downgrade below investment grade (a)

PPL

162

127

PPL

Energy-Supply

98

106

LKE LG&E

o

o

71 (b) 26 (b)

30

21

10

30

21

10

(a) Includes the effect of net receivables and payables already recorded on the Balance Sheet

18. Goodwill and Other intangible Assets

Goodwill

(PPL)

The changes in ihe carrying amouni of goodwill by segment were:

U.K. Regulated
2014 2013

Kentucky Regulated
2014 2013

Supply Total

Balance at beginning of period (a)
Allocation todiscontinued operations (b)
Effect of foreign currency exchange rates

Balanceat end of period(a)

3.143 $

(138)

3.076 S

67

662 $ 662 S

2014

420 $

(82)

2013

420 S

2014 2013

4.22.'i $ 4.1.58
(82)

(1.38) 67
^ S 662 S 662 S 338 $ 420 S 4.00.5 S 4^

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

inK"on.®*^"''" generating facilities that were sold in November 2014. Sec Note 8for additional
(PPL Energy Supply)

For PPL Energy Supply, the change in carrying amount of goodwill for the year ended December .T1, 2014 was due to
gotDdwill allocated to the Montana hydroelectric generating facilities which were sold in November 2014 See Note 8for
additional information.

Other Intangible Assets

(PPL)

The gross carrying amount and the accumulated amortization of other intangible assets were:

Subject to nmorlizution:
Contracts (a)
1-and and transmission rights
Emissionallowances/RECs (b)
Uccnses and other (c)

Total .subject to umortizatlon

Not subject to amonization due to indefinite life:
Land and transmission rights
Eascmcnt.s

Total not .subject to amortization due to indefinite life
Total

December 31,2014
G ro.ss Gross

. .

Carrying Accumulated Carrying Accumulated
Amount Amortization Amouni Amortization

S 408 $ 250 $ 408 S 202
3.59 121 33! 117

15 16
280 25 305 45

1,062 396 1.060 364

16 16
250 239
266 255

S 1.328 $ 396 $ 1.315 S 364

T I rT 'he OVEC power purchase contract and coal contracts with terms favorable tomarict rccogmzed as aresult of the 2010 acquis.iion of LKE by PPL. Offscliing regulatory liabilities were recorded related to these contracts which
^hi- nW ^ 'he MiiK pcnoci as the tntangible a.s.scts. eliminating any income statement impact. This is referred to as "rcguiaiory offset" inthe tables below. See Note6 foraddiiionalinfomration. w^uiaiL-iy unset m

(b) Emission allowances/RECs are expensed when consunKd or sold; therefore, there is no accumulated amonization.
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assci isplaced in service. S« on ^hen ihc relaicd

O • t --- in ••0,hcr

mZfMrmilirn'nnB Vn '̂ir' '""'onPr^T"" •'''' consumplion of emission allowances/RECs of $24million, 3.23 million and $12 million in 2014, 2013 and 2012, was as follows:

2014 2013 2012

iniangible assets wiih noregulaiory offset •
Iniangibic assets with reguiaiory offset iO $ 10 S |4
Total IL IL 47

J R. i ^ S ^

O

2015

Intangible assets with no regulatory offset $ g
Intangible assets with regulatory offset .50
Total 7

(PPL EnergySupply)

Subject to amortization:
Land and transmission rights
Emission allowanccs/RECs (a)
Licenses and other (b)

Total subject to amortization

58

2016 2017 2018 2019

s 8 S 8 Ji 8 S 8
26 9 9 9

s 34 S 17 3> 17 S 17

f other iniangible assets were:

December 31, 2014 December 31. 2013
Gross Gross

Carrying Accumulated Currying Accumulated
Amount Amortization Amount

S 17 $ 14 S 17 S 14
10 11

270 19 295 39
s 297 $ 33 S 323 S 53

(a) Emission allowances/RECs arc expensed when consun>ed or sold: therefore, there is no accumulated amortization.

nSlIl" c "h cdevelopment of licenses, the most significant of which is the COLA. Amonization of these costs begins when the relatedasset IS placed inservice. See Note 8 for additional infomiation onthe COLA.

Currcnl intangible assets arc included in "Other current assets" and long-term intangible assets are presented as "Other
intangibles on the Balance Sheets.

Amortization expense forlhe years ended December 31, excluding consumption of emission allowances/RECs of $24
million, $23 million and $12 million in 2014, 2013, and 2012 was as follows:

2014 2013 2012

Amortization expense c .. «•
S 4 S 5 s 9

Amortization expense and consumption of emission allowances/RECs is expected to be insignificant in future years.

(PPL Electric)

The gross carrying amount and the accumulated amortization of other intangible assets were:

December 31. 2014 December 31. 2013
Gros.s Cross

Carrying Accumulated Currying Accumulated

Subject to amortization: ^mounl Amortiz.ation Amount Anmrtizalinn
Und and transmission rights S 321 S 105 S 293 S 10^
Liccmscs and other 4 I ^

Total .subject to amortization 32^" 2^ ^
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Not subject toamortization due to indefinite life:
Land and transmission rights

Total

Gross
Carrying
Amount

Accumulated
Amortization

Gross
Carrying
Antount

Accumulated

16
16

S 341 S 106 $ 314 S ' 103

Inlangibic assets arc shown as "Intangibles" on the Balance Sheets.

Amor,iza>ion expense was insignifican, in 2014, 2013 and 2012 and is cxpeeled to be insigniOcan. in future years.
(LKE)

The gross carrying amount and the accumulated amortization of other intangible assets were:

Subject to amortization:
Coal contracts (a)
Land and transmission rights
Emissionallowances (b)
OVEC |X)wer purchase agrecoKnt (c)

Total subject to amortization

Gross
Carrj'ing
Amount

269

2!

3

12^
419

Gro.ss

.1 .>1,

Accumulated Carrying Accumulated
Amortization Amount Amortization

S 210 S 269 S 171
2 20 2

4

33 126 25
S 245 $ 419 S 198

(a)
.cmts favorable to ntarkct recognized asa rr^ul. of the

Th. in^ ^ K ^ , An offsctnng regulatory hab.l.iy was rtrcordcd related to these contracts, which is being amortized over the sa^Lr'irxl asthe intangib cassets, eliminating any income statement impact. See Note 6for additional information
hmtssion allowanccs/RhCs are expen.«d when consunK-d or sold: therefore, there is no accumulated amonization

c. acquisition date ofthe OVEC power purchase contrwrt recognized as a result ofthe 2010cquisinon by PPL An offsetting regulatory liability was lecordcd related to this contract, which is being amortized over the same Dcriod as the
mtangiblcassct. eliminating any income statement impact. See Note 6 for additional information.

(b)
(c)

nr"/r„",' '["""Sh" on the Balance Shcel.s. Long-term intangible assets arcpresenicd as Other intangibles on the BalanceSheets.

Amorlizalion expense was as rollows:

Intangible assets with noregulatory offset
Intangible assets with regulatory offset
Total

2014 2013 2012

S 47

S 1

51 S 47
s 47 s 52 S 47

Amortization expense for each of the next five years, excluding consumption of emission allowances, is estimated to be:

2015

Intangible assets with regulatory offset s

(LG&E)

The gross carrying amounl and ihe accumulated amorlizalion of other intangible assets

Subject to amortization:
Coal contracts (a)
Land and transmission rights
Emissionallowances(b)
OVEC power purchase agreetncnt (c)

Total subject to amortization

.50

2016 2017 2018 2019

26

were;

Gross

Carrying
Amount

Accumulated
Amortization

Gross

Currying
Anraunt

Accumulated

S 124

7

S 98
1

$ 124

7

S 81

1

87 23 87 17
S 219 $ 122 S 219 S 99
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(a)

(b)
(c)

intangible asset, eliminaiing any income staicmemimpaci. Sec Note 6for additional infonnaiion. pcnodasthc

Current 'tangible assets arc included in "Other current assets" on the Balance Sheets. Long-term intangible assets are
presented as"Other intangibles" on the Balance Sheets. ^

Amortizationexpense was as follows:

2014 20t3 2012

Intangible assets witti regulatory offset j $ 23 S 23

Amortization expense for each of the next Hve years, excluding consumption of emission allowances, is estimated to be:

2015 2016 2017 2018

Intangible assets with regulatory offset $ 24 S

(KU)

2019

13

The gross carrying amount and the accumulated amortization of other intangible assets were;

Subject to unwrtization:
Coal contracts (a)
Ijnd and transmission rights
Bmission allowances (b)
OVBC power purchase agreement (c)

Total .subject to umortization

December 31. 2014
Gros.s

Carrying
Amount

145

14

2

^
. 200

Accumulated

Amort i/ation

S 112
I

i 123

December 31. 2013
Gross

Carrying
Amount

145

13

3

39_
200

Accumulated

Amortixulion

S 90
I

99

(a)

(b)
(c)

Cross carry'ing amount represents the fair value at the acquisition date of coal contracts with terms favorable to nurkci recognized as aresult of (he
-010 acquisition by PPL. An offsetting regulatory liability was recorded related to these contracts, which is being amoniziid over the same period as
theintangible assets, eliminating anyincome statement impact. SeeNote 6 foradditional infonnaiion.
Emission allowances/RECs are expensed when consumed or sold: therefore, there is no accumulated amonizaiion.

ross carrying amount represents the fair value at the acquisition date of the OVEC power purchase contract recognized as aresult of the 2010
acquisition by PPL An offsetting regulatory liability was recorded related to this contract, which is being amonized over the same period as the
tntangibic asset, ehminatmg any incotne statement impact. SeeNote 6 foradditional infonnaiion

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 was as follows:

Intangible assets withno regulatory offset
intangible assetswith regulatory offset
Tola]

2014 2013 2012

s 24

S 1

28 S 24

s 24 S 29 S 24

Amortization expense for each ofthe next five years, excluding consumption ofemission allowances, is estimated to be:

2015 2016 2017 2018 2019

Intangible atiscls with regulatory offset S 26 S 13 S 3 S 3 S
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19. Asset Retirement Obligations

(PPL)

mied cabler"""' P°'"- ^""chgear and fluid-

(PPL andPPL Energy Supply)

PPL Energy Supply has recorded AROs lo renccl various legal obligations associated with the letiremcnt of long-lived assets
levanr"f""=decommissioning of the Susquehanna nuclear plant. Assets in the NDT funds arc'cgally restricted for the purpose of settling this ARO. See Notes 16 and 20 for additional information on the nuclear

otherTal'basin^etiremc^^^^^^^ fo-oal piles, ash basins and

disnosaTofas^t^T'̂ signincant of which is related to the removal anddisposal of a. besos-conaining material. In addition to the AROs that were recorded for asbestos-containing material PPL
Eergy Supp yidennned other asbestos-related obligations, but was unable to reasonably estimate their fair values p'pL
Energy Supply management was unable to reasonably estimate asettlement 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

'h^TiTl^TrLtShart^me. ""'is-"--

(PPL and PPL Electric)

PPL Elcclnc has idenliHcd legal rclircment obMgalions for the reiircmeni of certain transmission assets that could not be
reasonably estimated due to mdeterminable settlement dates. These assets are located on righis-of-way that allow the grantor
to require PPL Electric to relocate or remove the assets. Since this option is at the discretion of the grantor of the right-of-
way, PPL Electric isunable to determine when these events may occur.

(PPL, LKE, LG&Eand KU)

LG&E sand KU's AROs are primarily related to the final retirement of assets associated with generating units LG&E also
has AROs related to natural gas mains and wells. LG&E's and KU's transmission and distribution lines largely operate under
perpetual Propcny easement agreements which do not generally require restoration upon removal of the properly. Therefore
no material AROs are recorded for transmission and distribution assets. As described in Notes I and 6 LG&E's and KU's
accretion and depreciation expense are recorded as aregulatory asset, such that there is no earnings impact. In 2014, AROs
were revalued primarily due to updates mthe estimated cash flows for ash ponds based on updated cost estimates. In 2013
AROs were revalued primarily due to updates in the estimated cash Hows for ash ponds and OCR surface impoundments
based on updated cost estimates.

(AllRegistrants exceptPPL Electric)

Thechanges in thecarrying amounts of AROs were as follows.

ARO at hwginning of period
Accrciion

Obligations incurred
Ctiangcsin estimatedcash now or settlementdate
Effect of foreign currency exchange rates
Obligations sciilcd

ARO at end of period

PPL

2014 2013

PPL Energy Supply
2014 2013

s 70.S S .^52 $ 404 S 37.S
48 38 32 29
14 6 13 6
9

(2)
123 (16) 1

(13) (8) (7)
s 761 S 70.'i S 42.t S 404
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ARO ai beginning of period
Accrciion

Obligations incurred
Changes in estimated cash flow

or settlement date

Obligations seiiled
ARO at end of period

LKE

2014

252 S
14

1

23

. (5)
285 S

2013

13! S
7

122

(8)
252

2014

LG&E

74 $

4

I

(5)
74

2013

62 $
3

17

(8)

74 $

2014

KU

178

10

I

22

21!

2013

69

4

105

178

Subslatiiially all of the ARO balances are classified as noncurrent at December 31, 2014 and 2013.

See Note 13 for information on CCRs regulation that could require the recording of additional AROs in 2015.

20. Avai(able-for-Sale Securities

(PPLand PPL Energy Supply)

Securities held by the NOT funds and auction rate securities arc classified as availablc-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.

NDT funds:

PPL and I'FL Energy SiiddIv
Cash and cash equivalents
Equily securities
Debt securities

Rcccivablcs/payablcs. net
Total NDT funds

Auction rate securities:

PPL

PPL EnergySupply

See Note 16 for details on the securities held by the NDT funds.

There were no securities with credit losses at December 31, 2014 and 2013.

The following table shows the scheduled maturity dates ofdebt securities held at December 31, 2014.

PPL

Amortized cost

Fair value

PPL Energy SupdIv

Amortized cost

Fair value

December 31,2014

A j ^ Gros.s GrossAnwrtized Unrealized Unrealized Amortized Unrealized Unrealized
Gains Losses Fair Value Cost Gains Losses Fair Value

December 31, 2013

s 19

283

218

2

S 417

11

s 19

700

229

2

S 14

265 $

217

1

363

7 S

s

3

14

628

221

1
.522 $ 428 s 950 s 497 S 370 s 3 S 864

$ 11

8

S 1 s 10

8

s 20

17

$ 1 S
1

19

16

Maturily
Less Tliun

1 Year

10

10

10

10

Maturity
1-5

Years

87

89

87

89

Maturity
6.10

Years

64

67

64

67

Maturity
in E.XCC.SS

of 10 Years

> 68

73

65

71

Total

229

239

226

237

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

Proceeds from sales ofNDT securities (a)
Other proceeds fromsales
Gross realized gains(b)
Cross realized losses (b)

PPL Energy SuddIv

Proceeds from sales ofNDT securities (a)
Other proceeds from sales
Gross realized gains (b)
Gross realized losses (b)

2014 2013 2012

154

9

23

10

154

9

23

10

144

17

7

144

17

7

Im fa"'' Pees related to managing the trust. Remaining proceeds are reinvested in the trust(b) Excludes the impact of other-ihan-iemporary impainnent charges recognized on the Statements of Income.

NDT Funds

Amounis previously coMectcd from PPL Eieclric's cuslomcrs for decommissioning ihe Susquehanna nuclear plant, less
th'?'"Z' only lye used for future decommissioning

fund. PPI ^ h decommissioning exceed the aiiiounis in the nuclear decommissioning irustlunds, PPL Susquehanna would be obligated to fund 90%of theshortfall.

21. Accumulated Other Comprehensive Income (Loss)

(PPL. PPL EnergySupply and LKE)

The after-tax changes in AOCI by component for the years ended December 31 were as follows.

Unrealized gains (losses) Defined hcnefit ptuns

1.39

5

29

21

139

3

29

21

PPL

Foreign
currency

trun.sbtion

adju.stnK:nt.s

Available^

for-.sale

sccuritic.s

Qualifying
derivatives

Equity
investce.s'

AOCI

Prior

service

costs

Actuarial

gain
(loss)

Transition

as.scl

(obiiKation) Total

O

December 31, 2011
OCI

December 31, 2012

Amountsarising during the year
Reciassificaiions from AOCI
Net OCI during the year
December 31, 2013

Amouni.s arising during theyear
Recla.s.sincaiions from AOCI
NetOCI during the year
December 31, 2014

PPL EnccL'v SiidpIv

December 31, 2011
OCI

December 31, 2012

Amountsarising during the year
Reclassirications from AOCI
NetOCI during the year
December31,2013

Amountsarisingduring the year
Reciassificaiions from AOCI
NetOCI during the year
December 31, 2014

s (243) S
94

90

22

S 527

(395)
S (1) s

2

(25) S
11

(1.137) $

(886)
1 S (788)

(1.152)
s (149) S 112 s 132 s 1 S (14) S (2.023) $ 1 S (1.940)

138 67

(6)
45

(83)
2

6

71

135
323

52
138 61 (38) 8 206 375

s (11) s 173 s 94 s 1 s (6) S (1.817) S 1 s (I..56.5)

(275) 35

(6)

(10)

(64)
5

4

(509)

III

(7.54)

45
(275) 29 (74) 9 (398) (709)

s (286) S 202 $ 20 s 1 s 3 S (2.215) $ 1 s (2.274)

S 90

22

s 606

(395)
s (16) S

6

(193)
(72)

s 487

(439)
s 112 $ 211 s (10) s (265) s 48

67

(6) (123)

2

4

71

14

140

(111)
61 (123) 6 85 29

s 173 $ 88 s (4) S (ISO) s 77

35

(6) (25)
8

3

(120)
5

(77)
(23)

29 (25) 11 (115) (100)
s 202 $ 63 s 7 S (295) s (23)
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Unrealized gains (losses) Defined benefit plans

o
LKE

Foreign
currency

lrun.slution

adjuslnKnts

Available-
ror*sale

securities

Equity
QuaJirying invcstccs'
derivatives AOCI

Prior

service

costs

Actuarial
gain
(loss)

Transition
asset

(obligation) Total

o

o

December 31, 2011

0C\

December 31, 2012

Amounts arising duringtheyear
Net OCIduringthe j-ear
Decembcr3l,2013

Amounts arising duringtheyear
Reclassificaiions from AOCI
NetOCIduringtheyear

December 31, 2014

(1)

(!)

(7)
I

(6)

(30)

(1)

(31)

(8) S (^37)

(37)

(I)
(38)

(45)

The following lable prcscms the gains (losses) and relalcd income taxes for rcclassinealions from AOCI for the years ended
December 31, 2014 and 2013. The def.ned benefit plan components of AOCI are not reOeeted in their entirety in the
for addhion^ included in ihc computalion of net periodic dcHned bencnt costs (credits). Sec Note 11

AfTccted Line Item on tbe

^atements of Income

10 Oibcr Income((expense) - net

PPL PPL Energy SuddIv
DctuiLs about AOCI 2014 2013 2014 2013

Availablc-for-salc sccurilics I5 13 S 10 s 13 $ in

Inconx: Taxes
13

(7)
10

(4)
13

(7)
10

(4)
Toial Afler-iax 6 6 6 6

Qualifyingderivaiives
Inieresi raic swaps
Cross-cuiTcncy swaps

(16)
57

(20)
(28)

Energy commodilies 1

31

8
•>

1

240

(38)
23

5

1

31

8

2

240

(58)
23

•>
Total Pre-tax

Income Taxes
87

(23)
163

(80)
42

(17)
207

(84)
Total After-lax 64 83 25 P3

Defined benefit plans
Prior service costs

Net actuarial loss
(7)

(145)
(10)

(184)
(4)
(9)

(7)
(74)

Total Pre-tax

Income Taxes
(152)

37
(194)

53

(13)
5

(31)
13

Total After-tax (115) (Ml) (8) (18)

Total reclassificaiions during theyear $ (45) S (52) S 23 S 111

Inteivsl lExpcnsc
Other Income (Expense)• net
Interest Expense
Unregulated wholesaleenergy
Energy purcha.ses
Discontinued operations
Other

22. New Accounting Guidance Pending Adoption

(All Registrants)

ReoortinQ of Discontinued Operations

In April 2014, ihc Financial Accounling Standards Board (FASB) issued accounting guidance that changes the criteria for
determining what should be classined as adiscontinued operation and also changes the related presentation and disclosure
requirements. Adiscontinued operation may include acomponent of an entity or agroup of components of an entity or a
business activity.
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(for examnle hv nh ) component of an entity or group of components of an entity is disposed of other than by sale(lor example, by abandonment or in adistribution to owners in aspinofQ.

For public business cnlilies, this guidance should be applied prospecliveiy lo all disposals (or classincalions as held for salel
wi,bin l^atrrl;'aC."n

Accounting for Reventje from Contracts with CustomRrs

In May 2014. the FASB Issued accounting guidance thai establishes acomprehensive new model for the recognition of

deoictThlTransf"'"r " '='"•<= '̂ at revenue should be recognized to
ovL , ^ P^ni'Sad goods or services to customers in an amount that reOects the consideration to which the entityexpects to be entitled in exchange for those goods or services.

me'ihorl''hcl'i""""''''"',''''' "a" '•'=>™-'̂ P<="ive or modlf.ed retrospective transitionmethod beginning tn annual reporting periods beginning after December 15, 2016 and interim periods within those years
Early adoption is not permitted. The Registrants will adopt this guidance effective January I, 2017.

The Registrants are currently assessing the impact of adopting this guidance, as well as the transition method they will use.
Reporting Uncertainties about an Entity's Ability to Continue as a Going Conopm

o

o

In August 2014, the FASB issued accounting guidance which will require management to assess, for each interim and annual
period, whether there are conditions or events that raise substantial doubt about an entity's ability to continue as aooing
concern. Substantial doubt about an entity's ability to continue as agoing concern exists when relevant conditions '̂and
events, considered mthe aggregate, indicate that it is probable that the entity will be unable to meet its obligations as they
become due within one year after the date the financial statements arc issued.

When management idcntiOes conditions or events that raise substantial doubt about an entity's ability to continue as agoing
concern management is required to disclose information that enables users ofthe financial statements to understand the
principal conditions or events that raised substantial doubt about the entity's ability to continue as agoing concern and
management sevaluation of the significance of those conditions or events. If substantial doubt about the entity's ability to
continue as agoing concern has been alleviated as aresult ofmanagement's plan, the entity should disclose information that
allows the users of the financial statements to understand those plans. If the substantial doubt about the entity's ability to
continue as agoing concern is not alleviated by management's plans, management's plans to mitigate the conditions or events
that gave rise to the substantial doubt about the entity's ability to continue as agoing concern should be disclosed, as well as a
statement that there is substantial doubt the entity's ability to continue as agoing concern within one year after the date the
linancial statements are issued.

Forallenlilies, this guidance should be applied prospectively within the annual periods ending after December 15 2016 and
lor annual periods and interim periods thereafter. Early adoption is permitted.

The Registrants will adopt this guidance for the annual period ending December 31, 2016. The adoption of this guidance is
not expected to have a significant impact on the Registrants.

Determining Whether the Host Contract in a Hybrid Financial Instrument Issued In the Form of a Share k Mnre
Akin to Debt or to Eouitv

In November 2014, the FASB issued guidance that clarifies how current accounting guidance should be interpreted when
evaluating the economic characteristics and risks of ahost contract of ahybrid financial instrument issued in the form of a
share. This guidance docs not change the current criteria for determining whether separation of an embedded derivative
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hcihcr the host contract IS more akin to adebt instrument or more akin to an equity instrument. An entity should assess the
clalive strength of the debt-like and equity-Iikc terms and features when determining how to weight those terms and features.

For public «ness entities, this guidance is effective for fiscal years, and interim periods within those Hscal years beeinnine
er December 15 2015 and should be applied using amodiHed retrospective method for existing hybrid Hnanciai

,„Mrumen.s issued .he form ofashare as of Ihe beginning of Ihe fiscal year Ihe guidance is adopled Liradopiion is
permitted. Retrospective application is permitted but not required.

The Regislrants win adop. this guidance on January I, 2016. The Rcgislranis are curren.ly assessing this guidance which is
not expected to have a signiHcant impact on the Registrants.

Income Statement Presentation of Extraordinary and Unusual Items

In January 2015, the FASB issued accounting guidance that eliminates the concept of extraordinary items, which requires an
entity to separately classify, present in the income statement and disclose material events and transactions that are both
unusual and occur infrequently. The requirement to report material events or transactions that are unusual or infrequent as a
nnnr"" ''T operations has been retained, as has the requirement to separately present thenature and nnancial effects of each event or transaction in the income statement as aseparate component of continuing
operations or disclose them within the notes to the financial statements. The scope of these requirements has been expanded
to include items that are both unusual and occur infrequently.

For all entities, this guidance is effective for fiscal years beginning after December 15, 2015, and interim periods within those
fiscal years\ Early adoption is permitted provided that an entity applies the guidance from the beginning of the fiscal year of
adoption. Ihe guidance may be applied either retrospectively or prospectively.

o

o

The Registrants will adopt this guidance on January I, 2016. The adoption of this guidance is not expected to have a
Significant impact on the Registrants.

ppll0-k20l4 RnalAs Fnied.docx Confideniial 286



SCHEDULE I - PPL CORPORATION

O KnTHfy^RrS comprehensive income
(Millions ofDollars. e.tcepf sluire data) '

2014 2013 2012

o

Operating Revenues

Operating Expenses
Other operalion and maintenance »
Total Operating Expenses 77- ^ LL

16 j ij_
Operating Loss

(16) (I) (II)
Other Income (Expense) - net

Equity in earnings of subsidiaries , ,,,,
OlheriRcome(e.xpcRse) '• J' '.580

Tolal L
L758 1.158 1,581

Interest Expense
' 15 21 22

Interest Expense with Affiliates ,a
2^ 43

Income Before Income Taxes 1717 1 im
i,/i / J, JU/ 1,505

Income Taxes
(20) (23) (21)

Net Income Attributable to PPL Shareowners $ 1737 $ I 130 $ 1526

Comprehensive Income (Loss) Attributable to PPL Sbareowners $ 1,028 $ 1,505 $ 374
Earnings Per Share of Common Stock:

Net Income Available to PPLCommon Shareowners:

$ 2.64 $ 1.85 $ 2.61
$ 2.61 $ 1.76 $ 2.60

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

653^04 608,983 580.276
665,973 663,073 581,626

The accompanymfi Notes to Condensed UnconsoUdated Financial Statements are an integral pan of thefoiancial .mtements.
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SCHEDULE I - PPL CORPORATIONO CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,
(Millioiv!ofDollars)

^ .p, , ^ 2014 2013 2012Cash Plows from Operating Activities

o

o

Net cash provided by (used in) operating activities 5 1^33 j
Cash Flows from Investing Activities

Capital contributions to affiliated subsidiaries n .%
Return of capital from affiliated subsidiaries 247 213

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities
Issuance of equity, net of issuance costs \iil4 1411
Net increase (decrease) in short-term debt with affiliates ! (913) (1057^ I40
Payment of common stock dividends (957^ (878^ rR33^
Contract adjustment payments on Equity Units rsoi rW. I
Repurchase of common stock ^ ^Other zzzz::::::::::^ (7) ^(5

Net cash provided by (used in) financing activities (g^
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning ofPeriod
Cash and Cash Equivalents at End of Period ' "t T

Supplemental Disclosures of Cash Flow Information:
Cash Dividends Received from Affiliated Subsidiaries $ 5 9gQ 5 720

The accoitipanyins Notes to Condensed Unconsolidcited Fimmcicil Siatemenis are an integral pan of thefinancial statements.
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SCHEDULE I - PPL CORPORATION
CONDENSED UNCONSOLIDATED BALANCE SHEETS AT DECEMBER
(MUUansof[>,llars.slu,resi.,ll,ou.n.u^,^ oncciO Ml UCUtlVIBLK 31,

o

Assets

Current Assets
Accounts Receivable

Other
Affiliates

Prepayments
Deferred income taxes
Price risk management assets.
Total Current Assets

Investments

Affiliated companies at equity.

Other Noncurrent Assets

Total Assets

Liabilities and Equity

Current Liabilities
Short-term debt with affiliates
Accounts payable with affiliates..
Dividends
Price risk management liabilities.
Other current liabilities
Total Current Liabilities

Deferred Credits and Other Noncurrent Liabilities.

Equity
Common stock - $0.01 par value (a)
Additional paid-in capital
Earnings reinvested
Accumulated other comprehensive loss
Total Equity

Total Liabilities and Equity

(a) 780.000 shares authorized; 66.'i.849 and 6.10.321 shares i-ssued and oulsianding at Decemtxrr 31. 20t4 and 20t3.

The accnnipimymg Notex (o Omdensed Unconsolidafed FimmcUd Slaiemenis are an iniegral part of thefinandal staieaienis.

O
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$ S3 $ 28

149 24

2

34

148 190

384 244

15,426 14,892

88 73

$ 15.898 $ 15,209

$ 170 $ 1,083
1,513 1,251

249 233

227 75

70 46

2,229 2,688

41 55

7

t

6

9,433 8,316
6,462 5,709

(2,274) (1,565)
13,628 12,466

$ 15,898 $ 15,209



o

o

o

SCHEDULE I - PPL CORPORATION
NOTES TO CONDENSED UNCONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation

f " conducts substantially all of its business operations through its subsidiariesSubstanttally al of its consolidated assets are held by such subsidiaries. Aecordingly, its cash flow and its ability to meet its
obltgattons are largely dependent upon the earnings of these subsidiaries and the distribution or other payment of such
earntngs to ,t ,n the form of dtvtdcnds. loans or advances or repayment of loans and advances from it. xLseIndensed
manctal statements and related footnotes have been prepared in accordanee with Reg. §210.12-04 of Regulation S-X These

statements should be read tn conjunction with the consolidated hnancial statements and notes thereto of PPL Corporation.
PPL Corporation indirectly or directly owns all of the ownership interests of its significant subsidiaries. PPL Corporation
rehes on dmdends or loans from its subsidiaries to fund PPL Corporation's dividends to its common shareholder^and to
iTres cm Uett •t •""r" 'u" Corporation's consolidated financial statements for discussions related
Idv^nc" s subsidiaries for the purposes of transferring funds to PPL in the form of distributions, loans or
2. Commitments and Contingencies

See Noie 13 lo PPL Corporalion's consolidalcd financial slalemenls for commitmcnis and contingencies of its subsidiaries.

Guarantees and Other Assurances

PPL Corporation's subsidiaries arc separate and distinct legal entities and have no obligation to pay any amounts that may
become due under PPL Corporation's guarantees or other assurances or to make any funds available for such payment.

PPL Corporation fully and unconditionally guarantees the payment of principal, premium and interest on all of the debt
sccuniies of PPL Capital Funding. The estimated maximum potential amount of future payments that could be required
under the guarantees at December 31, 2014 was $8.1 billion. These guarantees will expire in 2073. The probability of
expected payment under theseguarantees is remote.
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SCHEDULE I- LG&E and KU Energy LLC

O ™™YEArS0OMAREHEKS,»E ,NCOME
{Millions of Dollars) '

2014 2013 2012

O

O

Operating Expenses
Other operation and maintenance
Total Operating Expenses — L

3
Operating Income (Loss)

Equity in Earnings of Subsidiaries j

Interest Income with Affiliate

Interest Expense

Interest Expense with Affiliate

Income (Loss) Before Income Taxes 229 339 20O
Income Tax Expense (Benefit) ,,

^ (1^ W (19)
Net Income (Loss) Attributable to Member $ 344 $ 347 $ 219

(3)

368 $ 376 234

5 5 10

41 39 39

3 3 2

Comprehensive Income (Loss) Attributable to Member $ 286 $ 375 $
200

The accompanyins l^<>ies to Condensed UnconsoUdaied Financial Statements are an integnd pttrt of thefoumciai state,items.
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SCHEDULE I- LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,
(Millions ofOotlars)

2014 2013 2012

Cash Flows from Operating Activities
Nei cash provided by (used in) operating activities $ (183)$ 136 $ 364
Cash Flows from Investing Activities

Capital contributions to affiliated subsidiaries (248) (243)
Net decrease (increase) in notes receivable from affiliates 555 (122) ^5)

Net cash provided by (used in) investing activities 397 (3^ (T^
Cash Flows from Financing Activities

Net increase (decrease) in notes payable with affiliates 58 17, /.0^:1
Net increase (decrease) in short-term debt 73
Contribution from member ->^0
rv- .. . , 248 243Distnbution to member ^254)

Net cash provided by (used in) financing activities (130) 235 (3517

Net Increase (Decrease) in Cash and Cash Equivalents (6) 5 (7)
Cash and Cash Equivalents at Beginning of Period 5 7
Cash and Cash Equivalents at End of Period $ 5 ^ j

Supplemental disclosures of cash flow information:
Cash Dividends Received from Affiliated Subsidiaries $ 260 $ 223 $ 175

The uccompunytng Notes to Condensed Unconsolidaied Financial Slalenienis are an integral /Hirt of thefuiancial statements.
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SCHEDULE I- LG&E and KU Energy LLC
UNCONSOLIDATED BALANCE SHEETS AT DECEMBER 31,

2014 2013
Assets

Current Assets

Cash and cash equivalents
Accounts receivable
Accounts receivable from affiliates
Notes receivable from affiliates
Deferred income taxes
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
Short-term debt
Notes payable to affiliates
Long-term debt due within one year
Accounts payable to affiliates
Taxes
Other current liabilities
Total Current Liabilities

Long'term Debt
Long-termdebt
Notes payable to affiliates
Total Long-term Debt

Deferred Credits and Other Noncurrent Liabilities.
Equity

Total Liabilities and Equity

$ 6
. $ 8 2

1,127
11

1,682
2 10

1,137 1,711

4,818 4,519

203 170

5 6

208 176

$ 6,163 $ 6,406

$ 75 $ 75

58

400

451 843

2 12

8 6

994 936

722 1,121
196 196

918 1,317

3 3

4,248 4,150

$ 6,163 $ 6,406

The accomptmyinf! Notes to Condettsed UnamsoUduted Financial Siaiemenis are an integral part of thefiiuincial statements.

ppll0-k2014 RnalAs Filcd.docx Confidcniial 293



o

Schedule I- LG4E and KU Energy LLC
Notes to Condensed Unconsolidated Financial Statements

1. Basis of Presentation

LG&E and KU Energy LLC (LKE) is aholding company and conducts substantially all of its business operations ihrouoh it^
subs.d.ar.cs. Substantially all of its consolidated assets are held by such subsidiariel Accordingly hs caTnow andTs
navmern T ^lependent upon the earnings of these subsidiaries and the distribution or otherpayment of such earnings to it in the form of dividends or repayment of loans and advances from the subsidiaries These
ondensed financial statements and related footnotes have been prepared in accordance with Reg. §210.12-04 of Regulation

S-X. These statements should be read mconjunction with the consolidated financial statements and notes thereto of LKE.
LKE indirectly or dircctl^y owns all of the ownership interests of its significant subsidiaries. LKE relies primarily on

LKErcon olid^ f^ '7' LKE's dividends to its member and to meet its other cash requirements. Sec Note 7toLKE sconsolidated financial statements for discussions related to restricted net assets of its subsidiaries for the purposes of
transferring funds to LKE in the form of distributions, loans or advances. purposes ol

2. Commitments and Contingencies

Sec Note 13 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
ese guarantees co^r the due and punctual payment, performance and discharge by each party of its respective present and

future obligations. The most comprehensive of these WKE-rclated 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 aterm of 12 years ending July 2021, and acumulative maximum exposure of $200 million.
Certain items such as government fines and penalties fail outside the cumulative cap. Another WKE-rclated LKE guarantee
covers other indemnifications, has aterm expiring in 2023 and amaximum exposure of SlOO million. In May 2012 LKE's
indemniiee received an unfavorable arbitration panel's decision interpreting this matter, which granted LKE's indemnitce
certain rights of first refusal to purchase excess power at amarket-based price rather than at an absolute fixed price In
Jatiuary 2013 LKEs mdemmtee commenced aproceeding in the Kentucky Court of Appeals appealing aDecember 2012
order of the Henderson Circuit Court, confirming the arbitration award. In May 2014, the Court of Appeals issued an opinion
affirming the lower court decision. LKE's indemnitce filed aMotion for Discretionary Review with the Kentucky Supreme
Court on October 2, 2014. LKE believes its indemnification obligations in this matter remain subject to various
uncertainties, including potential for additional legal challenges regarding the arbitration decision as well as future prices
availability and d^emand for the subject excess power. LKE continues to evaluate various legal and commercial options with
respect to this indemnification matter. The ultimate outcomes of the WKE termination-related indemnifications cannot be
predicted at this time. In the second quarter of 2012, LKE adjusted its estimated liability for the WKE-related
indemnifications by $9 million ($5 million after-tax), which is reflected in "Equity in Earnings of Subsidiaries" on the
Statement of Income. Additionally, LKE has indemnified various third parties related to historical obligations for other
divested subsidiaries and affiliates. The indemnifications vary by entity and the maximum exposures range from being
capped at the sale price to no .specified maximum; LKE could be required to perform on these indemnifications in the event
of covered losses or liabilities being claimed by an indemnified party. However, LKE is not aware of formal claims under
such indemnities made by any party at this time. LKE cannot predict the ultimate outcomes ofindemnification
circumstances, but does not currently expect such outcomes to result in significant losses above the amounts recorded.

3. Long-Term Debt

See Note 7to LKE's consolidated financial statements for the terms of LKE's outstanding senior unsecured notes outstanding
Of the total outstanding, $400 million matures in 2015 and $722 million matures after 2019. These maturities are based on
stated maturities.

o

o
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n PpTcIrTora\^^^^^ ^^TA (Unaudited)
(Millions ofOoUars. except persharedatu)

For the Quarters Ended (a)

o

o

2QJ4 March 31 June 3Q Sept. 30 Dec. 31
Operating revenues as previously reported j I 223 $ 2874

Reciassificaiion of discontinued operations (0 *(29) (41)
Operating revenues ' —TTKr —a.

Operating incottie as previously reported 715 yig
Reclassification of discontinued operations (Q 8 (21)
Operating income

Income from continuing operations after income taxes
as previously reported 229

Reclassification of discontinued operations (0 8 (11)
Income from continuing operations after income taxes 324~ 218 490

Income from discontinued operations as previously reported
Reclassification ofdiscontinued operations (0 (8) l]
Income (loss) from discontinued operations (e) TbT TT~ -t ,aa

:::::::::: 3® 229 49]
Nel income aunbulable to PPL 3,6 229 497 695
Income from continuing operations after income taxesavailable to

PPL common shareowncrs: (b)

HI HiNet income available to PPL common shareowncrs: (b) 9.82

DiimedEPS '•»"n- I a}' I ;• 0.34 0.74 i.04Di vidends declared per share ofcommon stock (c) 0.372S 0.3725 03725 0 372^
Priceper common share: * ' ' -a

$ 33.24 $ 35.56 $ 35.52 $ 38.14
29.40 32.32 31.79 32.09

2013

Operating revenues as previously reported $ 2,457 S 3.450 $ 3,105 $ 2848
Reclassification of discontinued operations (0 (32) (47) (3|) (79)
Operating revenues 2,425 3,403 3074 2819

Operating income as previously reported 593 753 357 ' |
Reclassification ofdiscontinued operations (0 (14) (26) (II) (10)
Operating income (e) 579 ^ ^ ^

Income (loss) from continuing operations after income taxes
as previously reported. 4,3 404 ^^

Reclassification ofdiscontinued operations (0 (8) (14) (6) (4)
Income (loss) from continuing operations after income taxes (c) 405~ 390~ 404 (102)

Income from discontinued operations as previously reported I |
Reclassification ofdiscontinued operations (0 8 14 6 4
Income (loss) from discontinued operations.. 8~ [5" f "T

Net income (loss) (e) :::: 4,3 405 4,,
Net income (loss) attributable to PPL (e) 413 495 4)9 (93)
Income (loss) from continuing operations after income taxes available to

PPL common shareowncrs: (b) (e)

Diluted EPS (d) 9^ 9^,
Net income (loss) available to PPL common shareowners: (b)(e)

mpp-^7 0-70 0.68 0.65 (0.16)D'li'icd EPS (d) 0^5 9^3 ^^2 (9.16)
Di vidends declared per share ofcommon stock (c) 0.3675 0.3675 0 3675 0 3675
Price per common share:

"'S'' S 31.35 S 33.55 $ 32.09 $ 31.79
28.64 28.44 29.03 28.95
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o

(a)

(b)

(c)

(d)

(e)

(0

(g)

ayear may noi be indica'Jive of power. Accordingly, comparisons among quarters of
o^^inl."' in .he number of common shams ou.s.anding during .he year

dnmir 1•2013 exclude i„c^..»„,al shares as Ihcy wear ami-
.t"?aarial c„a,.n.d elccHc gcnc^ia, racih.y in M„n.„a. See No.e 8,o

ppll0-k20l4 Rnal As RIed.docx Confidcniial 296



o
QUARTERLY FINANCIAL DATA (Unaudited)
PPL Electric Utilities Corporation and Subsidiaries
(MilliotLT of Dollar.'!)

For the Quarters Ended (a)
2Q14 J""e3Q Sept. 30 Dec. 31

Operating revenues t coi «
Operaling income m ^NetincoL tl 'JJ
Net income available to PPL oc IZ

" 52 57 59

2013
Operating revenues c <n «•
Operaling income ^NeiincoL ^ l] '«•
Net incomeavailable to PPL.. a/i hc

^ 45 51 49

O

o
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

Corporation, LG&E and KU Enerev LLCLouisville Gas and Electric Company and Kentucky Utilities Company

o

o

None.

ITEM 9A. CONTROLS AND PROCEDURES

(a) Evalualion ofdisclosure controls and procedures.
PPL Corporal,on PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC
Louisville Gas and Electric Company and Kentucky Utilities Company

The Rcgislranis'principal executive ofncers and principal financial ofnecrs, based on (heir evaluation of the Registrants'
di^sclosure controls and procedures (as defined ,n Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934)

econcluded that, as of December 31, 2014, the Registrants' disclosure controls and procedures arc effective to

sum n '•'='̂ ""8 Registrants and their consolidated subsidiaries is recorded, processedsumnian/.ed and reported w.thm the time periods specified by the SBC's rules and forms, particularly during the period
dkr7o aforementioned principal officers have concluded that thedisclosure controls and procedures are also effective to ensure that information required to be disclosed in reports filed
anTnr ^^ T?""®'' l'''rr r'' management, including the principal executive officersand principal financial ofliccrs, to allow for timely decisions regarding required disclosure.

(b) Changes in internal control over financial reporting.

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 have concluded that there were no changes
in the Rtgist^rams 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

PPL Corporation

PPLs managenicnl IS responsible for establishing and maintaining adequate internal control over financial reporting as
such term is defined in Exchange Act Rule 1."la-15(0 or I5d-I5(0. PPL's internal control over financial reporting is a'
prixess designed to provide reasonable assurance to PPL's management and Board of Directors regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with "enerally
accepted acxouniing principles. Because of its inherent limitations, internal control over financial reporting may not
prevent or detect misstatemcnts. f o j

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" (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission. Based on our evaluation under the framework in "Internal
Control -Integrated Framework" (2013), our management concluded that our internal control over financial reporting
was effective as of December 31, 2014. The effectiveness of our internal control over financial reporting has been
audited by Ernst &Young LLP, an independent registered public accounting firm, as staled in their report contained on
page 11o.
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Management of PPL's non-acccleratcd nier companies, PPL Energy Supply PPL Electric IKF Itap hiri i

(InnnriT accepted accounting principles. Because of its inherent limitations, internal control overfinancial reporting may not prevent or detect misslatements.

DrindVa'iynTnT''l''°^^ managcmenl, including Ihc principal cxcculive ol'llcers andprincipal llnancial officers oflhc companies lislcd above, wc conducted an evaluation of the effectiveness of our internal

Comni tl •''' fs""'" '"P""'"® framework in "Internal Control •Integrated Framework" (2011) issued by theCommit cc of Sponsoring Organizations of the Trcadway Commission. Based on our evaluation under the framework in
over r ' I™ Pramework" (2013), management of these companies concluded that our internal controlE tr^oulTLP 31, 2014. This annual report does not include an at' estmiont^lrt ofEnst &Young LLP, the companies independeni registered public accounting Orm regarding internal control over
Imancial reporting for ihese non-acceleraled filer companies. The effecliveness of internal control over financial reporting
pur tnt rrulerrth ™"'P'""' object to attestation by the companies' registered public accounting firmreport in Ihis tlnnual report " management's

o

ITEM 9B. OTHER INFQRMATinN

rmds^3l''c Co'-PO'-^tion, LG&E and KU Energy LLC,Louisville Gas and Electric Company and Kentucky Utilities Company

None.

PART

ITEM 10. DIRECTORS. EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

PPL Corporation

Addilional inlormalion for ihis iicm will be set forth in the sections entitled •'Nominees for Directors," "Board Committees -
udit Committee and Section 16(a) Benencial Ownership Reporting Compliance" in PPL's 2015 Notice of Annual

Meeting and Proxy Statement, which will be Hied with the SEC not later than 120 days after December I 2014 and which
information is incorporated herein by reference. There have been no changes to the procedures by which shareowners may
Prox^Statem^^^ of directors since the filing with the SEC of PPL's 2014 Notice of Annual Meeting and
PPL has adopted acode of ethics entitled "Standards of Integrity" that applies to all directors, managers, trustees, officers
(including the principal executive officers, principal financial officers and principal accounting officers (each, a"principal
officer )). cnip oyees 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 weLite-
www.pp web.com/Standards.of-lnteprity. Adescription of any amendment to the "Standards of Integrity" (other than a
echnica ,administrative or other non-substanlive amendment) will be posted on PPL's Internet website within four business
ays ollowing the date of the amendment. In addition, if awaiver constituting amaterial departure from aprovision of the
Standards of Integrity is granted to one of the principal officers, adescription 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 Corporale Governance," which address, anrong other things, director qualification
.slandards and director and board committee responsibilities. These guidelines, and the charters ol cach of the committees of
1PLsboard ofdirectors, are posted on PPL's Internet website: www.nnlweb.com/Guidelines.
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EXECUTIVE OFFICERS OF THE REGISTRANTS

f''"""""y I'y Boards of Directors (or Board of Managers for PPL Energy Supply)0serve at the pleasure of the respective Boards. There are no family relationships among any of the executive ofllcers nor

was sleleV""®'"''"' understanding between any executive offtccr and any other person pursuant to which the ofhcer
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, 2014.

PPL Corporation

Positions Held During the Past Five Years

William H. Sf>ence

Robert J. Grey

Vincent Sorgi

Gregory N. Dudkin (a)

Paul A. Farr (a)

57 Chairman, President and Chief Executive Officer
President and Chief Executive Officer
President and ChiefOperating Officer
Executive Vice President and Chief Operating Officer

64 Executive Vice President, General Counsel and Secretary
Senior Vice President, General Counsel and Secretary

43 Senior Vice President and Chief Financial Officer
Vice President and Controller
Controller-Supply Accounting

57 Presideni-PPL Electric

Senior Vice Prcsident-Opcraiions-PPL Electric
Independent Consultant

47 President-PPL Energy Supply
Executive Vice President and Chief Financial Officer

Robert D. Gabbard, Jr. (a) 55 President-PPL EnergyPlus

Victor A. Staffieri (a)

Robert A. Symons (a)

Mark F. Wilten

59 Chairman of the Board, Chief Executive Officerand
President-LKE

61 Chief Execulive-WPD

47

Stephen K. Breininger (b) 41

Vice President, Treasurer and Chief Risk Officer
Vice President-Finance and Treasurer
Treasurer-Nissan North America and Nissan Motor

Acceptance Corporation
Assistant Treasurer-Nissan Motor Acceptance Corporation

Controller

Assistant Controller-Business Lines
Controller-Supply Accounting
Director-Supply Accounting & Reporting

Dates

April 2012 - present
November 20II - March 2012
July 2011 - November 2011
June 2006-July 2011

November 2012 - present
March 1996 - November 2012

June 2014 - present
March 2010- June 2014
June 2008-March 2010

March 2012 - present
June 2009-March 2012
February 2009 - June 2009

June 2014 - present
April 2007 - June 2014

June 2008 - present

May 2001 - present

January 2000 - present

October 2014 - present
June 2012 - October 2014

August 2010-May 2012

August 2008-August 2010

June 2014 - present
March 2013 - June 2014

April 2010-March 2013
June 2008-April 2010

(a) Designated an executive officer of PPL by virtue of their respective positions at aPPL subsidiary.
(b) Mr. Breininger was elected Vice President and Controller of PPL Corporation effective January 23. 2015.
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ITEM 11. EXECUTIVE COMPENSATION

PPL Corporation

o

o

u H"'T "Compcnsaiion of Directors," ••Compensation Committeentcrlocks and Insider Participation and "Executive Compensation" in PPL's 2015 Notice of Annual Meeiine and Proxy

inc"Jhe?e^is

Efec. •r^f.p^njtd K^eW """

irjciiZo)o;^Td'(b?:p/of„:ro'̂ ^
ITEM 12. SECURITY OWNERSHIP 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 2015 Notice of Annual Meetine
and Proxy Statement, which will be nied with the SEC not later than 120 days after December-?I 2014 and whichmformation is l^ncorpora^d herein by reference. In addition, provided below in tabular format is information as of
December 31, 2014 with respect to compensation plans (including individual compensation arrangements) under which
equity securities of PPL are authorized for issuance.

Equity Compensation Plan Informatlnn

Number of securities to be
issued upon exercise of

outstanding options, warrants
and rights (3)

Weighted-average exercise
price of outstanding options,

warrants and rights (3)

Number of securities
remaining available for future

issuance underequity
compensation plans (4)Equity compensation

plans approved by
security holders (i)

2,889,761 -ICP
2,069,185 -SIP
4,084.016 -ICPKF.

9,042,962 -Total

$32.48 -ICP

$29.26 -SIP

$30.68 -ICPKE
$30.93 - Combined

1,824,239 -DDCP
7,225,988 -SIP
2.325.308 - ICPKE

11,375,535 -Total

Equity compensation
plans not approved by
security holders (2)

(I)

(2)

Includes (a) the Amended and Restated Incentive Compcnsaiion Plan (ICP), under which stock options, restricted
stock, restricted stock units, performance units, dividend equivalents and other stock-based awards were awarded to
executive officers ofPPL and no securities remain for issuance under this plan; (b) the Amended and Restated
Incentive Compensation Plan for Key Employees (ICPKE), under which stock options, restricted slock, restricted stock
units, performance units, dividend equivalents and other stock-based awards may be awarded to non-executive key
employees ofPPL and its subsidiaries; (c) the PPL 2012 SIP approved by shareowncrs in 2012 under which slock
options, restricted stock, restricted slock units, performance units, dividend equivalents and other stock-based awards

executive officers of PPL and its subsidiaries; and (d) the Directors Deferred Compensation Plan
(DDCP), under which stock units may be awarded to directors ofPPL. Sec Note 10 to the Financial Statements for
additional information.

All ofPPL's current compensation plans under which equity securities of PPL are authorized for issuance have been
approved by PPL's shareowncrs.

ppl10-k20l4 Rnal As Rled.docx Confideniial 302



{• ^ 'ssuable upon the exercise of stock options awarded under the ICP, SIP and ICPKE as ofODecem^r 31, 2014^ '"^ddu.on, as of December 31, 2014, the following other securities had been awarded and are
and 162 nV r ICPKE and DDCP: 30,400 shares of restricted slock, 198,450 restricted stock units
AAfi. sm 40,000 shares of restricted slock, 528,328 restricted stock units and^6,5^ performance units under the SIP; 24,600 shares of restricted stock, 2,663,742 restricted stock units and
563,10! performance units under the ICPKE; and 569,407 stock units under the DDCP.

aggregate award limitations under the ICP, SIP, ICPKE and DDCP; (a) under the ICP

QQO /m T u c.n' common stock outstanding as of April 23, 1999) granted after April 231999, (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 January 1, 2003) granted after April 25, 2003, reduced by outstanding awards for

.t'nnrp r" '""'k """r T o''2>373,812 resulting in alimit of 14.199,796; and (d) under
each of?he CP 7 for issuance was reduced to 2,000,000 shares in March 2012. In addition,
January s'cLry^^^ " limitation of 2% of total PPL common slock outstanding as of

FllrirV Corporalion, LG&E and KU Energy LLC, Louisville Gas andElectric 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)(])(a) and (b) of Form lO-K.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS. AND DIRECTOR INDEPENDENCE

PPL Corporation

o

o

w 'iV.'"" Related Persons" and "Independence ofDirectors in PPL s20 5Notice of Annual Meeting and Proxy Statement, which will be filed with the SEC not later than 120
days after December 31, 2014, 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

Ilcim 1.2 is or^iltcd 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 lO-K.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

PPL Corporation

Information for this item will be set forth in the section entitled "Fees to Independent Auditor for 2014 and 2013" in PPL's
2015 Notice of Annual Meeting and Proxy Statement, which will be filed with the SEC not later than 120 days after
December 31, 2014, and which information is incorporated 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, 2014 and 2013, for professional services rendered for the audit of PPL Energy Supply's
annual financial statements and for fees billed for other services rendered by EY.

2014 2013

(in thousands)

Audit fees (a)
Audii-relaied fees ^ ^
Tax fees (b) ^

49 70

(a) lncludc.s csi'nialed fees for audit of annual financial statements and review of financial .statements included in PPL Energy Supply's Quarterly Repons
on f-orm lO-Q and for ser '̂ices mconnexion with statutory and mgulaiory filings or engagements, including comfort letters and consents for
linancings and filings made with the SEC.

(b) Includes fees for tax advice for capital expenditures on certain hydro-eicciric plant upgrades and various state and local tax issues.
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PPLElectric Utilities Corporation

^ SLTen? 20M aTdIon "r"""f" 'r y-- -"ed
an^^rts LLd fro.he?seV™e::^^^^ —

2014 2013

O

o

(in thousands)
Audit fees (a)
Audii-rclaicd fees 5 954 S 953
Tax fees (b) 10

(b) includes fees for tax advice for various state and local tax issues.

LG&E and KU Energy LLC

fees bined fo; Cher servCcs ^EY

Audit fees (a)

2014 2013
(in thousands)

1.636 S 1,646

(a) '"eludes csiiiiiatcd fees for audit of annual Onancial siaicnienis and review of financial statements included in LKPs Quarterly Reoons on Form in n

:rhTciEr""""'°"--n,s

Louisville Gas and Electric Company

DeccnCeri? Mi'a "illcd, including expenses, by EY .o LG&E for ,he Escal years ended
feerbi led for' nih "''= »"<lits of LG&E's annual Hnaneial slalemenls and forlees billed lor olher services rendered by EY.

2014 2013
(in thousands)

Audit fees (a)
S 699 S 691

nw?*? riTvmcia] statements and review of financial statements included in LG&E-s Quartcrlv Retorts on Form 10

Kentucky Utilities Company

The followmg .able presents an alloea.ion of fees billed, including expenses, by EY to KU for .he Hscal years ended
r n " professional services rendered for the audils of KU's annual financial slalemenls and forfees billed for oiher scrvtccs rendered by BY.

2014 2013

(in thousands)

Audit fees (a)
S 625 S 646

Ind for audit Of annual financial statements and review of financial statements included in KU's Quancrly Repons on Form lO-Q
n:adl"ilhirsS;™"""''"" """ ™S=Si=™n,s. including oon.fon Icnc. and coin,,, for hnrncing" iTdlngf
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CtP"-™. IX!<!E ..d KU E™,g, Lit,Louisville Gas and Electric Company and Kentucky Utilities Company

of PPL has procedures for pre-approving audit and non-audit services to be provided^ 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
specmcally approved in advance by the Audit Committee of PPL. As aresult of this approval proceL, the AudrCoLittee
of PPL has pre-approved specific categories of services and authorization levels. All services outside of the specified
Lv« as the Comrrc H Chair of the Audit Committee of PPL. whoserves as the Committee destgnee to review and approve audit and non-audit related services during the year. Alisting of the
approved audit and non-audit services is reviewed with the full Audit Committee of PPL no later than its next meeting
The Audit Committee of PPL approved 100% of the 2014 and 2013 services provided by EY.

PART IV

ITEM 15. EXHIBITS. FINANCIAL STATEMENT SCHEDULES

rnlv"i[''r"T®'' Corporation, LG&E and KU Energy LLC,Louisville Gas and Electric Company and Kentucky Utilities Company

(a) The following documents are filed as part ofthis report:

1. Financial Statements -Refer to the "Table of Contents" for an index of the financial statements included in this
I cUUi (•

2. Supplementary Data and Supplemental Financial Statement Schedule - included in response to Item 8.

Schedule I - PPL Corporation Condensed Unconsolidated Financial Statements.

Schedule I-LG&E and KU Energy LLC Condensed Unconsolidated Financial Statements.

All other schedules arc omitted because of the absence of the conditions under which they are required or because
the required information is included in the financial statements ornotes thereto.

3. Exhibits

See E.xhibit Index immediately following the signature pages.

o

o
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SHAREOWNER AND INVESTOR INFORMATIOM

" '̂='̂ ''"8 °fsharcowners of PPL will be held on Wednesday. May 20, 2015 at Ihe PPLCenter, 701 Hamilton Street, Allenlown, Pennsylvania, in Lehigh County.

Information Statement Material: Aproxy statement and notice of PPL's annual meeting is provided to all
areowners of record as of February 27, 2015. The latest proxy statement can be accessed at www.pplweb.com.

Fe^brutr27^20^^^^ M'L" sharcowners of record as ofhebruary 27, 2015. The latest annual report can be accessed at www.pplweb.com.

D^idends: Subjcci lo (he dcclaralion of dividends on PPL common slock by the PPL Board of Directors or its Executive
Commit ce, dividends are paid on the first business day of April, July, October and January. The 2015 record dates for
dividends are expected to be March 10, June 10, September 10 and December 10.

PPL's WebSite (wvvw.pplweb.com): Sharcowners can access PPL publications such as annual and quarterly reports to
the Securities and Exchange Commission (SEC Forms lO-K and lO-Q), other PPL filings, corporate governance materials
aTem for'sEC mines''""'" """ Visitors to our website can subscribe to receive automated email 'alerts lor SEC filings, earnings releases, daily stock prices orother financial news.

FmanciaDeporls wto^^ available at www.pplweb.com will be mailed without charge upon request by writing to:
Two North Ninth Street
Allentown, PA I8I0I
Via email; invscrv@pp|web.com

or by calling:
Sharcowner Services, toll-free at I-800-.145-3085; or
PPL Corporate Offices at 610-774-5151.

Onlrne AccounI Access: Registered sharcowners can activate their account for online access by visiting
shareowneronIme.com. ®

s°hwfn"r Offers investors the opportunity to acquireshares of PPL common slock through its Plan. Through the Plan, participants are eligible to invest up lo $25 000 per
calendar month mPPL common stock. Sharcowners may choose lo have dividends on their PPL common stock fully or
par lally rc.nveslcd in PPL common stock or can receive full payment of cash dividends by check or electronic funds transfer
Participants in the Plan may choose to have their common slock certificates deposited into their Plan account.

I^heitmmnfnnr '̂r the Direct Registration System (DRS). Sharcowners may choose to havemeir common stock certificates converted to book entry form within the DRS by submitting their certificates to PPL's transfer
UbVlll.

Listed Securities:

New York Stock Exchange

PPL Corporation:
Common Stock (Code: PPL)

PPL Capital Funding, Inc.:
2007 Series AJunior Subordinated Notes due 2067 (Code: PPLy67)
2013 Series BJunior Subordinated Notes due 2073 (Code: PPX)

o

o

ppli0-k20l4RnalA.sFiled.docx Conridcniiai 306



o

o

o

Fiscal Agents:

Registrar; Dividend Disbursing Agent; Plan Administrator
Weils Fargo Bank, N.A.
Shareowncr Services
1110 Ccnirc Poinlc Curve, Suite 101
Mendota Heights, MN 55120

Toll Free; 1-800-345-3085
Outside U.S.: 651-453-2129
Website: shareowneronline.com

Indenture Trustee
The Bank of New York Mellon
101 BarclayStreet
New York, NY 10286

ppll0-k20!4 Final As Rled.docx Confidcniial 307



o

o

SIGNATURES

r'lrr' 1". f Sccn°" '5(d) of Ihc Securities Exchange Act of! 934, the Registrant has duly causedthis report to be signed on its behalf by the undersigned, thereunto duly authorized.

PPL CorDoration

(Registrant)

By /s/William H. Spencc
William H. Spence -
Chairman, President and

Chief Executive Officer

Pursuant to the t-cquirements 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 /s/ William H. Spcnce
William H. Spcnce -
Chairman, President and

Chief Executive Officer

(Principal Executive Officer)

By /s/ Vincent Sorgi
Vincent Sorgi -
Senior Vice President and

Chief Financial Officer

(Principal Financial Officer)

By /s/ Stephen K. Brcininger
Stephen K. Brcininger-
Vice President and Controller

(Principal Accounting Officer)

Directors:

Rodney C. Adkins

Frederick M. Bernthal

John W. Conway
Philip G. Cox

Steven G. Elliott

Louise K. Gocser

Stuart E. Graham

Stuart Heydi
Venkata Rajamannar Madabhushi
Craig A. Rogcrson
William H. Spence
Natica von Althann

Keith H. Williamson

Armando Zagalo de Lima

By /s/William H. Spcnce
William H. Spence, Atlorney-in-fact Dale: February 23, 2015
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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 /s/ Paul A. Fan-

Paul A. Farr -

President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalfof the Registrant and in the capacities and on the date indicated.

By /s/ Paul A. Fair

Paul A. Farr -

President

(Principal Executive Officer)

By /s/ Vincent Sorgi

Vincent Sorgi -
Senior Vice President

(Principal Financial Officer)

By /s/Stephen K. Breiningcr
Stephen K. Breininger-
Controlier

(Principal Accounting Officer)

Managers:

/s/ Paul A. Farr
Paul A. Farr

/s/ Robert J. Grey
Robert J. Grey

/s/ Vincent Sorgi
Vincent Sorgi

/s/William H. Spence
William H. Spcnce

Date: February 23, 2015

ppJI0-k20l4 l=1nai As Rled.docx Confidenlial 309



o

o

O

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 Electric Utilities Corporation
(Registrant)

By /s/ Gregory N. Dudkin
Gregory N. Dudkin -

President

Pursuant to the .-equircments 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 /s/Gregory N. Dudkin

Gregory N. Dudkin -
President

(Principal Executive Officer)

By /s/ Dennis A. Urban. Jr.
Dennis A. Urban, Jr. -

Controller

(Principal Financial Officer and Principal
Accounting Officer)

Directors:

/s/ Gregory N. Dudkin
Gregory N. Dudkin

/s/ Robert J. Grey
Robert J. Grey

Date: February 23. 2015
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/s/ Vincent Sorgi
Vincent Sorgi

/s/ William H. Spence

William H. Spence
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Pursuani lo ihc 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 /s/Victor A. Staffieri

Victor A. Staffieri -

Chairman of the Board, Chief Executive
Officer and President

LG&E and KU Energy LLC
(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 /s/ Victor A. Staffieri

Victor A. Staffieri -

Chairman of the Board, Chief Executive
Officer and President

(Principal Executive Officer)

By /s/ Kent W. Blake

Kent W. Blake -

Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:

/s/ S. Bradford Rives /s/ VictorA. Staffieri
S. Bradford Rives Victor A. Staffieri

/s/Vincent Sorgi /s/Paul W. Thompson
Vincent Sorgi Paul W. Thompson

/s/William H. Spence
William H. Spcnce

Dale: February 23, 2015
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Pursuant to the requirements of Section 13 orl 5(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.

Louisvine Gas and Electric Company
(Registrant)

By /s/Victor A. Staffieri

Victor A. Staffieri -

Chairman of the Board, Chief Executive
Officer and President

Pursuant to the requiretnents 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 /s/ Victor A. Staffieri

Victor A. Staffieri -

Chairman of the Board, Chief Executive
Officer and President
(Principal Executive Officer)

By /s/ Kent W. Blake

Kent W. Blake -

Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:

/s/S. Bradford Rives

S. Bradford Rives

/s/ Vincent Sorgi
Vincent Sorgi

/s/ William H. Spence
William H. Spence

Date: February 23, 2015
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/s/ Paul W. Thompson
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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 /s/Victor A. Staffieri

Victor A. Staffieri -

Chairman of the Board, Chief Executive
Officer and President

Kentucky Utilities Company
(Registrant)

Pursuan( to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the foMowins
persons onbehalf of the Registrant and in the capacities and on the date indicated.

By /s/ Victor A. Staffieri

Victor A. Staffieri -

Chairman of the Board, Chief Executive
Officer and President
(Principal Executive Officer)

By /s/ Kent W. Blake

Kent W. Blake-

Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Directors:

/s/ S. Bradford Rives /s/ VictorA. Staffieri
S. Bradford Rives VictorA. Staffieri

/s/Vincent Sorgi /s/ Paul W. Thompson
Vincent Sorgi Paul W. Thompson

/s/William H. Spence
William H. Spence

Date: February 23, 2015
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EXHIBIT INDEX

The following Exhibits indicated by an asterisk preceding the Exhibit number are Tiled herewith. The balance of the Exhibits
has heretofore been filed with the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference Exhibits
indicated by a[_] are filed or listed pursuant to Item 601(b)(10)(iii) of Regulation S-K.

'(a) - Final Terms of WPD West Midlands £800,000,000 5.75 percent Notes due 2032 (Exhibit I.I to PPL
Corporation Form 8-K Report (File No. I-11459) dated May 17, 2011)

'(b) - Final Terms of WPD East Midlands £600,000,000 5.25 per cent Notes due 2023 (Exhibit 12to PPL
Corporation Form 8-K Report (File No. I-11459 ) dated May 17, 2011)

'(c) - Final Terms ofWPD East Midlands £100,000,000 Index Linked Notes due 2043 (Exhibit! I to PPL
Corporation Form 8-K Report (File No. I-11459) dated June 2, 2011)

'(ti) - Final Terms ofWPD East Midlands £100,000,000 5.25% Notes due 2023 (Exhibit LI to PPL
Corporation Form 8-K Report (File No. I-II459) dated April 19, 2012)

'(^^ • Terms of the WPD West Midlands £400 million 3.875% Senior Unsecured Notes due October 17,
2024(Exhibit Li to PPL Corporation Form 8-K Report (File No. I-11459) dated October 18,2013)

'(0 - Final Terms of the WPD East Midlands £40 million 1.676% Notes due 2052 (Exhibit 1.2 to PPL
Corporation Form 8-K Report (File No. I-11459) dated October 18, 2013)

' (S) • Final Terms of the WPD East Midlands £25 million 1.676% Notes due 2052 (Exhibit 1.3 to PPL
Corporation Form 8-K Report (File No. I-11459) dated October 18, 2013)

'C^) - Securities Purchase and Registration Rights Agreement, dated March 5, 2014, among PPL Capital
Funding, Inc., PPL Corporation, and the several purchasers named in Schedule Bthereto (Exhibit I 1to
PPL Corporation Form 8-K Report (File No. I-II459) dated March 10, 2014)

^(^^ * Purchase and Sale Agreement by and between PPL Montana, LLC and NorihWestern Corporation, dated
as ofSeptember 26, 2013 (Exhibit 2.1 to PPL Corporation Form 8-K Report (File No. I-11459) dated
September 27, 2013)

- Lease Termination Agreement by and between PPL Montana, LLC, Montana 0L3 LLC and Montana
0P3 LLC, dated as of September 26. 2013 (Exhibit 2.2 to PPL Corporation Form 8-K Report (File No
l-l 1459)dated September 27, 2013)

^(^^ " Lease Termination Agreement by and between PPL Montana, LLC, Montana 0L4 LLC and Montana0P4 LLC, dated as of September 26, 2013 (Exhibit 2.3 to PPL Corporation Form 8-K Report (File No
I-11459) dated September 27, 2013)

- Lease Termination Agreement by and between PPL Montana, LLC, Montana OLI LLC and Montana
DPI LLC, dated as of September 26, 2013 (Exhibit 2.4 to PPL Corporation Form 8-K Report (File No
l-l 1459) dated September 27, 2013)

^(^^ " Lease Termination Agreement by and between PPL Montana, LLC, Montana OLI LLC and Montana
OPI LLC, dated as of September 26, 2013 (Exhibit 2.5 to PPL Corporation Form 8-K Report (File No
I•11459) dated September 27, 2013)

^(^ - Separation Agreement among PPL Corporation, Talcn Energy Holdings, Inc., Talen Energy
Corporation, PPL Energy Supply, LLC, Raven Power Holdings LLC, C/R Energy Jade, LLC and
Sapphire Power Holdings LLC., dated as of June 9, 2014 (Exhibit 2.1 to PPL Energy Supply, LLC Form
8-K Report (File No. 1-32944) dated June 12, 2014)
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- Transaction Agreement among PPL Corporation, Talen Energy Holdings, Inc., Talen Energy
Corporation, PPL Energy Supply, LLC, Talen Energy Merger Sub, Inc., OR Energy Jade, LLC,
Sapphire Power Holdings LLC. and Raven Power Holdings LLC, dated as of June 9, 2014 (Exhibit 22
to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12, 2014)

•^(a) - Amended and Restated Articles of Incorporation of PPL Corporation, effective as of May 15, 2013
(Exhibit 3(i) to PPL Corporation Form 8-K Report (File No. I-11459) dated May 20, 2013)

• Amended and Restated Articles ofIncorporation ofPPL Electric Utilities Corporation, effective as of
October 31, 2013 (Exhibit 3(a) to PPL Electric Utilities Corporation Form lO-Q Report (File No. 1-905)
for thequarter ended September 30,2013)

- 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 lO-K Report (File No. 1-32944) for the year ended
December 31, 2011)

- Amended and Restated Bylaws ofPPL Corporation, effective as ofMay 15, 2013 (Exhibit 3(ii) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated May 20, 2013)

" Amended and Restated Bylaws ofPPL Electric Utilities Corporation, effective as ofOctober 31, 2013
(Exhibit 3(b) to PPL Electric Utilities Corporation Form 10-Q Report (File No. 1-905) for the qiiarter
ended September 30, 2013)

^(0 - 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)-1 - Amended and Restated Operating Agreement of LG&E and KU Energy LLC, effective as of
November I, 2010 (Exhibit 3(b) to Registration Statement filed on Form S-4 (File No. 333-173665))

- Amendment to Amended and Restated Operating Agreement of LG&E and KU Energy LLC, effective
as of November 25, 2013 (Exhibit 3(h)-2) to PPL Corporation Form lO-K Report (File No. I-11459) for
the year ended December 31, 2013)

' • 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))

" 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)-1 - Amended and Restated Anicles 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 S-4 (File No. 333-173675))

• 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))
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4(a) - Polluiion Conirol Faciliiies Loan Agreement, dated as ofMay 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)-1 - Amended and Restated Employee Stock Ownership Plan, dated January 12, 2007 (Exhibit 4(a) to PPL
Corporation Form 10-K Report (File No. I-11459) for the year ended December 31, 2006)

4(b)-2 - Amendment No. I to said Employee Stock Ownership Plan, dated July 2, 2007 (Exhibit 4(a) to PPL
Corporation Form lO-Q Report (File No. 1-11459) for the quarter ended September 30, 2007)

4(b)-3 - Amendment No. 2to said Employee Stock Ownership Plan, dated December 13, 2007 (Exhibit 4(a)-3 to
PPL Corporation Form 10-K Report (File No. I-11459) for the year ended December 31, 2007)

4(b)-4 - Amendment No. 3to said Employee Stock Ownership Plan, dated August 19, 2009 (Exhibit 4(a) to PPL
Corporation Form 10-Q Report (File No. I-l1459) for the quarter ended September 30, 2009)

4(b)-5 - Amendment No. 4to said Employee Stock Ownership Plan, dated December 2, 2009 (Exhibit 4(a)-5 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. I-l 1459) 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)-8 - 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. I-l 1459) for the quarter ended June 30, 2012)

4(b)-10 - Amendment No. 9to said Employee Stock Ownership Plan, dated December 21, 2012 (Exhibit 4(b)-10
to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2012)

4(b)-Il - Amendment No. 10 to said Employee Slock Ownership Plan, dated September 16, 2013 (Exhibit 4(a) to
PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2013)

4(c) - Trust Deed constituting £150 million 9 percent Bonds due 2020, dated November 9, 1995, between
South Wales Electric pic 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)-1 - Indenture, dated as of November 1, 1997, among PPL Corporation, PPL Capital Funding, Inc. and
JPMorgan Chase Bank (formerly The Chase Manhattan Bank), asTrustee (Exhibit 4.1 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated November 12, 1997)

4(d)-2 - Supplemental Indenture No. 8, dated as ofJune 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)-.3 - Supplemental Indenture No. 9, dated as ofOctober 15, 2012, to said Indenture (Exhibit 4(b) to PPL
Corporation Form 8-K Report (File No. l-ll459)datcd October 15, 2012)

4(d)-4 - Supplemental Indenture No. 10, dated as ofMay 24, 2013, to said Indenture (Exhibit 4.2 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated May 24, 2013)
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4(d)-5 - Supplemeniai Indenture No. 11, dated asof May 24, 2013, to said Indenture (Exhibit 4.3 to PPL
Corporation Form 8-K Report (File No. I-11459) dated May 24, 2013)

4(d)-6 - Supplemental Indenture No. 12, dated asofMay 24, 2013, to said Indenture (Exhibit 4.4 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated May 24, 2013)

- Supplemental Indenture No. 13, dated as of March 10, 2014, tosaid Indenture (Exhibit 4.2 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated March 10,2014)

4(d)-8 - Supplemental Indenture No. 14, dated as ofMarch 10, 2014, to said Indenture (Exhibit 4.3 to PPL
Corporation Form 8-K Report (File No. 1-11459) dated March 10, 2014)

'*(c)-l - Indenture, dated as ofMarch 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(c)-2 - First Supplemental Indenture, dated as ofMarch 16, 2001, to said Indenture (Exhibit 4(n)-2 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2004)

4(c)-3 - Second Supplemental Indenture, dated as ofJanuary 30, 2003, to said Indenture (Exhibit 4(n)-3 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2004)

4(e)-4 - Third Supplemental Indenture, dated as ofOctober 31, 2014, to said Indenture (Exhibit 4(b) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended September 30, 2014)

- Indenture, dated as ofAugust 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(0-2 - Supplemental Indenture No. 4, dated as ofFebruary 1, 2005, to said Indenture (Exhibit 4(g)-5 to PPL
Electric Utilities Corporation Form 10-K Report (File No. 1-905) for the year ended December 31
2004)

4(0-3 - Supplemental Indenture No. 5, dated as ofMay 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(0-4 - 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)

4(0-5 - Supplemental Indenture No. 7, dated as ofAugust 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(0-6 - Supplemental Indenture No. 9, dated as ofOctober 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(0-7 - Supplemental Indenture No. 10, dated asof 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(0-8 - Supplemental Indenture No. 11, dated asofJuly 1, 201 1, to said Indenture (Exhibit 4.1 to PPL Electric
Utilities Corporation Form 8-K Report (File No. 1-905) dated July 13, 2011)

4(0-9 - Supplemental Indenture No. 12, dated as ofJuly 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)
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4(0-10 - Supplemental Indenture No. 13, dated asofAugust 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(0-11 - Supplemental Indenture No. 14, dated as ofAugust 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(0-12 - Supplemental Indenture No. 15, dated as ofJuly 1. 2013, to said Indenture (Exhibit 4(a) to PPL Electric
Utilities Corporation Form 8-K Report (File No. 1-905) dated July 11, 2013)

4(0-13 - Supplemental Indenture No. 16, dated as ofJune 1, 2014, to said Indenture (Exhibit 4(a) to PPL Electric
Utilities Corporation Form 8-K Report (File No. 1-905) dated June 5, 2014)

4(g)-1 - Indenture, dated as ofOctober 1, 2001, by PPL Energy Supply, LLC and JPMorgan Chase Bank
(formerly The Chase Manhattan Bank), asTrustee (Exhibit 4.1 to PPL Energy Supply, LLC Form S-4
(Registration Statement No. 333-74794))

4(g)- 2 - Supplemental Indenture No. 2, dated asofAugust 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 asofOctober 15, 2005, tosaid Indenture (Exhibit 4(a) to PPL
Energy Supply, LLC Form 8-K Report (File No. 333-74794) dated October 28, 2005)

4(g)-4 - Form of Note for PPL Energy Supply, LLC's $300 million aggregate principal amount of5.70% REset
Put Securities due 2035 (REPS '̂̂ ) (Exhibit 4(b) to PPL Energy Supply, LLC Form 8-K Report (File No.
333-74794) dated October 28, 2005)

4(g)-5 - Supplemental Indenture No. 4, dated as ofMay 1, 2006, to said Indenture (Exhibit 4(a) to PPL Energy
Supply, LLC Form 10-Q Report (File No. 333-74794) for thequarter ended June 30, 2(X)6)

4(g)-6 - Supplemental Indenture No. 6, dated as ofJuly 1, 2006, to said Indenture (Exhibit 4(c) to PPL Energy
Supply, LLC Form lO-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, tosaid Indenture (Exhibit 4(0-10 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 asof 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 ofMarch 1, 2008, to said Indenture (Exhibit 4(b) to PPL Energy
Supply, LLC Form 8-K Report (File No. 333-74794) dated March 14, 2008)

4(g)-10 - Supplemental Indenture No. 10, dated as ofJuly I, 2008, to said Indenture (Exhibit 4(b) to PPL Energy
Supply, LLC Form 8-K Report (File No. 1-32944) dated July 21, 2008)

4(g)-11 - Supplemental Indenture No. 11, dated asof December 1, 2011, to said Indenture (Exhibit 4(a) to PPL
Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated December 16, 2011)

4(g)-12 - Supplemental Indenture No. 12, dated as of February 12, 2013, to said Indenture (Exhibit 4.1 to PPL
Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated February 13, 2013)

4(h)-l - Trust Deed constituting £200 million 5.875 percent Bonds due 2027, dated March 25, 2003, between
Western Power Distribution (South West) pic and J.P. Morgan Corporate Trustee Services Limited
(Exhibit 4(o)-1 to PPLCorporation Form 10-K Report (File No. 1-11459) for theyearended December
31,2004)
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- Supplemeni, 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 lO-K Report (File No. M 1459) for the year ended
December 31, 2004)

4(i)-1 - Pollution Control Facilities Loan Agreement, dated as ofFebruary 1, 2005, between PPL Electric
Utilities Corporation and the Lehigh County Industrial Development Authority (Exhibit 10(fO to PPL
Electric Utilities Corporation Form lO-K Report (File No. 1-905) for the year ended December 31
2004) • '

4(i)-2 - Pollution Control Facilities Loan Agreement, dated as ofMay 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)

- Pollution Control Facilities Loan Agreement, dated as ofOctober 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)

- Trust Deed constituting £105 million 1.541 percent Index-Linked Notes due 2053, dated December 1,
2006, between Western Power Distribution (South West) pic and HSBC Trustee (CI) Limited (Exhibit
4(i) to PPL Corporation Form lO-K Report (File No. I-11459) for the year ended December 31, 2006)

- Trust Deed constituting £120 million I.54I percent Index-Linked Notes due 2056, dated December 1,
2006, between Western Power Distribution (South West) pic and HSBC Trustee (CI) Limited (Exhibit
4{j) to PPL Corporation Form 10-K Report (File No. I-11459) for the year ended December 31, 2006)

• T^ '̂ust Deed constituting £225 million 4.80436 percent Notes due 2037, dated December 21, 2006,
between Western Power Distribution (South Wales) pic and HSBC Trustee (CI) Limited (Exhibit 4(k) to
PPL Corporation Form lO-K Report (File No. I-11459) for the year ended December 31, 2006)

- Subordinated Indenture, dated as ofMarch I,2007, between PPL Capital Funding, Inc., PPL
Corporation and The Bank ofNew York, as Trustee (Exhibit 4(a) to PPL Corporation Form 8-K Report
(File No. I-11459) dated March 20, 2007)

4(m)-2 - Supplemental Indenture No. I, dated as ofMarch 1, 2007, to said Subordinated Indenture (Exhibit 4(b)
to PPL Corporation Form 8-K Report (File No. I-11459) dated March 20, 2007)

- Supplemental Indenture No. 2, dated as ofJune 28, 2010, to said Subordinated Indenture (Exhibit 4.3 to
PPL Corporation Form 8-K Report (File No. I-11459) dated June .30, 2010)

4(m)-4 - Supplemental Indenture No. 3, dated as ofApril 15, 2011, to said Subordinated Indenture (Exhibit 4.3 to
PPL Corporation Form 8-K Report (File No. I-11459) dated April 19,2011)

4(m)-5 - Supplemental Indenture No. 4, dated as ofMarch 15, 2013, to said Subordinated Indenture (Exhibit 4(b)
to PPL Corporation Form 8-K Report (File No. I-11459) dated March 15, 2013)

' - Series 2009A Exempt Facilities Loan Agreement, dated as ofApril 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)

- Series 2009B Exempt Facilities Loan Agreement, dated as ofApril 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 (File No. 1-32944) dated April 9, 2009)
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- Scries 2009C Exempt Facilities Loan Agreement, dated as of April I, 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. 1-32944) dated April 9. 2009)

Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between
Western Power Distribution (South Wales) pic and HSBC Corporate Trustee Company (UK) Limited
(Exhibit 4(a) to PPL Corporation Form lO-Q Report (File No. 1-11459) for the quarter ended March 31
2010) • '

^(P) - Trust Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between
Western Power Distribution (South West) pic and HSBC Corporate Trustee Company (UK) Limited
(Exhibit 4(b) to PPL Corporation Form 10-Q Report (File No. I-11459) for the quarter ended March 31
2010) ' '

- Intlenture, dated as ofOctober 1, 2010, between Kentucky Utilities Company and The Bank ofNew
York Mellon, as Trustee (Exhibit 4(q)-l to PPL Corporation Form 10-K Report (File No. 1-11459) for
the year ended December 31, 2010)

- Supplemental Indenture No. 1, dated as ofOctober 15, 2010, to said Indenture (Exhibit 4(q)-2 to PPL
Corporation Form lO-K Report (File No. 1-11459) for the year ended December 31, 2010)

* Supplemental Indenture No. 2, dated as of November 1, 2010, to said Indenture (Exhibit 4(q)-3 to PPL
Corporation Form lO-K Report (File No. 1-11459) for the year ended December 31, 2010)

- Supplemental Indenture No. 3, dated as ofNovember I,2013, to said Indenture (Exhibit 4(b) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated November 13, 2013)

- Indenture, dated as ofOctober I, 2010, between Louisville Gas and Electric Company and The Bank of
New York Mellon, as Trustee (Exhibit 4(r)-l to PPL Corporation Form iO-K Report (File No. 1-11459)
for the year ended December 31, 2010)

- Supplemental Indenture No. I,dated as ofOctober 15, 2010, to said Indenture (Exhibit 4(r)-2 to PPL
Corporation Form lO-K Report (File No. I-11459) for the year ended December 31, 2010)

- Supplemental Indenture No. 2, dated as ofNovember 1, 2010, to said Indenture (Exhibit 4(r)-3 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

• Supplemental Indenture No. 3, dated as ofNovember 1, 2013, to said Indenture (Exhibit 4(a) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated November 13, 2013)

4(s)-i - Indenture, dated as ofNovember 1, 2010, between LG&E and KU Energy LLC and The Bank ofNew
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)

- Supplemental Indenture No. I, dated as ofNovember 1, 2010, to said Indenture (Exhibit 4(s)-2 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

- Supplemental Indenture No. 2, dated as ofSeptember 1, 2011, to said Indenture (Exhibit 4(a) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated September 30, 2011)

' - 2002 Series ACarroll County Loan Agreement, dated February 1, 2002, by and between Kentucky
Utilities Company, and County ofCarroll, Kentucky (Exhibit 4(w)-l to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)
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^ ' Amendment No. 1dated as of September I, 2010 to said Loan Agreement by and between Kentucky
Utilities Company, and County of Carroll, Kentucky (Exhibit 4(w).2 to PPL Corporation Form lO-K
Report (File No. I-11459) for the year ended December 31, 2010)

" 2002 Series BCarroll County Loan Agreement, dated February 1,2002, by and between Kentucky
Utilities Company, and County of Carroll, Kentucky (Exhibit 4(x)-1 to PPL Corporation Form 10-K
Report (File No. I-11459) for the year ended December 31, 2010)

4(u)-2 - Amendment No. Idated 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. I-11459) for the year ended December 31, 2010)

4{v)-1 - 2002 Series CCarroll County Loan Agreement, dated July 1, 2002, by and between Kentucky Utilities
Company, and County of Carroll, Kentucky (Exhibit 4(y).l to PPL Corporation Form 10-K Report (File
No. I-11459) for the year ended December 31, 2010)

* Amendment No. Idated 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)-1 - 2004 Scries ACarroll County Loan Agreement, dated October 1, 2004 and amended and restated as of
September 1, 2008, by and between Kentucky Utilities Company, and County of Carroll, Kentucky

3^^2010^^^^"' Corporation Form lO-K Report (File No. I-11459) for the year ended December
" Amendment No. Idated 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. I-I 1459) for the year ended December 31, 2010)

BCarroll County Loan Agreement, dated October 1, 2006 and amended and restatedSeptember I, 2008, by and between Kentucky Utilities Company, and County of Carroll, Kentucky

3^^2010 '̂̂ ^^"' Corporation Form 10-K Report (File No. I-11459) for the year ended December
4(x)-2 - Amendment No. Idated as of September I, 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)

' - 2007 Series ACarroll County Loan Agreement, dated March 1, 2007, by and between Kentucky
Utilities Company and County of Carroll, Kentucky (Exhibit 4(bb)-l to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

' Amendment No. 1dated 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 lO-K Report
(File No. I-11459) for the year ended December 31, 2010)

' - 2008 Series ACarroll County Loan Agreement, dated August 1, 2008 by and between Kentucky
Utilities Company, and County of Carroll, Kentucky (Exhibit 4(cc)-1 to PPL Corporation Form 10-K
Report (File No. l-11459) for the year ended December 31, 2010)

" Amendment No. 1dated 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. I-11459) for the year ended December 31, 2010)
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4(aa)-1 - 2000 Series AMercer 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)-[ to PPL Corporation Form 10-KReport (File No. 1-11459) for the year ended December
31,2010)

4(aa)-2 - Amendment No. 1dated 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 lO-K Report
(File No. 1-11459) for the year ended December 31, 2010)

' - 2002 Series AMercer County Loan Agreement, dated February 1, 2002, by and between Kentucky
Utilities Company, and County ofMercer, Kentucky (Exhibit 4(ee)-l to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(bb)-2 - Amendment No. 1dated 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. I-l 1459) for the year ended December 31, 2010)

' - 2002 Scries AMuhlenberg County Loan Agreement, dated February 1, 2002, by and between Kentucky
Utilities Company, and County ofMuhlenberg, Kentucky (Exhibit 4(fO-l to PPL Corporation Form 10-
KReport (File No. 1-11459) for the year ended December 31, 2010)

4(cc)-2 - Amendment No. Idated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities
Company, and County ofMuhlenberg, Kentucky (Exhibit 4(f0-2 to PPL Corporation Form 10-K Report
(File No. 1-11459) for theyearended December 31,2010)

- 2007 Series ATrimble County Loan Agreement, dated March 1, 2007, by and between Kentucky
Utilities Company, and County ofTrimble, Kentucky (Exhibit 4(gg)-l to PPL Corporation Form lO-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(dd)-2 - Amendment No. 1dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities
Company, and County ofTrimble, 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)-1 - 2000 Series ALouisville/Jefferson County Metro Government Loan Agreement, dated May 1, 2000 and
amended and restated as ofSeptember 1, 2008, by and between Louisville Gas and Electric Company,
and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(hh)-1 to PPL Corporation
Form 10-K Report (File No. 1-1 1459) for the year ended December 31, 2010)

4(ee)-2 - Amendment No. 1dated 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(ce)-3 - Amendment No. 2dated as ofOctober 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)

^(^0-1 - 2001 Series AJefferson County Loan Agreement, dated July 1, 2001, by and between Louisville Gas
and Electric Company, and Jefferson County, Kentucky (Exhibit 4(ii)-l to PPL Corporation Form 10-K
Report (File No. 1-1 1459) for theyearended December 31, 2010)

4(ff)-2 - Amendment No. 1dated 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. 1-11459) for theyearended December 31,2010)
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4(gg)-1

4(gg)-2

4(hh)-l

4(hh)-2

4(ii)-l

4(ii)-2

4(jj)-l

4(jj)-2

4(kk)-l

4{kk)-2

4(11)

4(mm)-l

4(mm)-2

2(X)I Series AJefferson County Loan Agreement, dated November I,2001, by and between Louisville
Gas and Electric Company, and Jefferson County, Kentucky (Exhibit 4(jj)-] to PPL Corporation Form
lO-K Report (File No. M 1459) for the year ended December 31, 2010)

Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Louisville Gas
and Electric Company, and Jefferson County, Kentucky (Exhibit 4Qi)-2 to PPL Corporation Form lO-K
Report (File No. I-11459) for the year ended December 31, 2010)

2001 Series BJefferson County Loan Agreement, dated November 1, 2001, by and between Louisville
Gas and Electric Company, and Jefferson County, Kentucky (Exhibit 4(kk)-l to PPL Corporation Form
lO-K Report (File No. M 1459) for the year ended December 31, 2010)

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(kk)-2 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2010)

2003 Series ALouisville/Jefferson County Metro Government Loan Agreement, dated October I, 2003,
by and between Louisville Gas and Electric Company and Louisville/Jefferson County Metro
Government, Kentucky (Exhibit 4(11)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for
the year ended December 31, 2010)

Amendment No. 1dated September 1,2010, to said Loan Agreement by and between Louisville Gas
and Electric Company, and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(II)-2 to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

2005 Series ALouisville/Jefferson County Metro Government Loan Agreement, dated February 1, 2005
and amended and restated asof September 1, 2008, by and between Louisville Gas and Electric
Company, and Louisville/Jefferson County Metro Government, Kentucky (Exhibit 4(mm)-l to PPL
Corporation Form 10-K Report (File No. I-11459) for the year ended December 31, 2010)

Amendment No. 1dated 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. 1-1 1459) for the year ended December 31, 2010)

2007 Series ALouisville/Jefferson County Metro Government Loan Agreement, dated as ofMarch 1,
2007 and amended and restated as ofSeptember 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 (Fi le No. 1-1 1459) for the year ended December 31, 2010)

Amendment No. 1dated 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. I-11459) for the year ended December 31, 2010)

2007 Series BLouisville/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. I-
I 1459) for the year ended December 31, 2010)

2000 Series ATrimble County Loan Agreement, dated August 1, 2000, by and between Louisville Gas
and Electric Company, and County ofTrimble, Kentucky (Exhibit 4(pp)-1 to PPL Corporation Form 10-
KReport (File No. 1-11459) for the year ended December 31, 2010)

Amendment No. 1dated September 1, 2010, to said Loan Agreement by and between Louisville Gas
and Electric Company, and County ofTrimble, Kentucky (Exhibit 4(pp)-2 to PPL Corporation Form 10-
KReport (File No. 1-11459) for the year ended December 31, 2010)
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" 2001 Series ATrimble Couniy Loan Agreement, dated November 1, 2001, by and between Louisville
Gas and Electric Company, and County of Trimble, Kentucky (Exhibit 4(qq)-1 to PPL Corporation
Form lO-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(nn)-2 - Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Louisville Gas
and Electric Company, and the County of Trimble, Kentucky (Exhibit 4(qq)-2 to PPL Corporation Form
lO-K Report (File No. 1-11459) for the year ended December 31, 2010)

• 2001 Scries BTrimble 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
lO-K Report (File No. 1-11459) for the year ended December 31, 2010)

4(oo)-2 - Amendment No. Idated September 1, 2010, to said Loan Agreement by and between Louisville Gas
and Electric Company, and County ofTrimble, Kentucky (Exhibit 4(rr)-2 to PPL Corporation Form 10-
KReport (File No. I-11459) for the year ended December 31, 2010)

4(pp)-1 - 2002 Scries ATrimble County Loan Agreement, dated July 1, 2002, by and between Louisville Gas and
Electric Company, and County ofTrimble, Kentucky (Exhibit 4(ss)-1 to PPL Corporation Form lO-K
Report (File No. 1-11459) for the year ended December 31, 2010)

4(pp)-2 - Amendment No. 1dated 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-
KReport (File No. I-11459) for the year ended December 31, 2010)

' • 2007 Series ATrimble County Loan Agreement, dated March 1, 2007, by and between Louisville Gas
and Electric Company, and Couniy ofTrimble, Kentucky (Exhibit 4(it)-l to PPL Corporation Form 10-
KReport (File No. 1-11459) for the year ended December 31, 2010)

4(qq)-2 - Amendment No. I dated September 1, 2010, to said Loan Agreement by and between Louisville Gas
and Electric Company, and County ofTrimble, Kentucky (Exhibit 4(tt)-2 to PPL Corporation Form 10-
K Report (File No. I-11459) for the year ended December 31, 2010)

4(rr)-! - Indenture, dated April 21, 2011, between PPL WEM Holdings PLC, as Issuer, and The Bank ofNew
York Mellon, as Trustee (Exhibit 10.2 to PPL Corporation Form 8-K Report (File No I-11459) dated
April21,201l)

- Supplemental Indenture No. 1, dated April 21, 2011, to said Indenture (Exhibit 10.3 to PPL Corporation
Form 8-K Report (File No. 1-11459) dated April 21, 2011)

- Second Supplemental Indenture, dated as of October 30, 2014, to said Indenture (Exhibit 4(a) to PPL
Corporation Form lO-Q Report (File No. 1-11459) for the quarter ended September 30, 2014)

4(ss)-l - Trust Deed, dated April 27, 2011, by and among Western Power Distribution (East Midlands) pic and
Western Power Distribution (West Midlands) pic, as Issuers, and HSBC Corporate Trustee Company
(UK) Limited as Note Trustee (Exhibit 4.1 to PPL Corporation Form 8-K Report (File No I-11459)
dated May 17,2011)

4(ss)-2 - Amended and Restated Trust Deed, dated September 10, 2013, by and among Western Power
Distribution (East Midlands) pic, Western Power Distribution (West Midlands) pic, Western Power
Distribution (South West) pic and Western Power Distribution (South Wales) pic 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 October 18, 2013)
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' Agency Agreement, dated April 27, 2011, by and among Western Power Distribution (East Midlands)
pic and Western Power Distribution (West Midlands) pic, as Issuers, and HSBC Corporate Trustee
Company (UK) Limited and HSBC Bank pic (Exhibit 4.2 to PPL Corporation Form 8-K Report (File
No. I-11459) dated May 17, 2011)

' • 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))

• Master Power Purchase and Sale Agreement, dated asofOctober 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 lO-K Report (File No. 333-50350) for the year ended
December 31, 2001)

IO{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 lO-K Report (File No. 333-74794)
for the yearended December 31, 2001)

10(d)-1 - Agreement for Lease, dated as of December 21, 2001, between LMB Funding, Limited Partnership and
Lower Mt. Bethel Energy, LLC (Exhibit I0(m) to PPL Energy Supply, LLC Form lO-K Repon (File No.
333-74794) for the year ended December 31, 2003)

- Amendment No. I to said Agreement for Lease, dated as ofSeptember 16, 2002, between LMB
Funding, Limited Partnership and Lower Mt. Bethel Energy, LLC (Exhibit !0(m)-l to PPL Energy
Supply, LLC Form 10-K Report (File No. 333-74794) for the year ended December 31, 2003)

- Lease Agreement, dated as of December 21. 2001, between LMB Funding, Limited Partnership and
Lower Ml. Bethel Energy, LLC (Exhibit I0(n) to PPL Energy Supply, LLC Form lO-K Report (File No.
333-74794) for theyearended December 31,2003)

IO(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 IO(n)-l to PPL Energy Supply, LLC
Form IO-K Report (File No. 333-74794) for the year ended December 31, 2003)

" 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))

' - Facility Lease Agreement (BA 3) between PPL Montana, LLC and Montana 0L4, LLC (Exhibit 4.8a to
PPL Montana, LLC Form S-4 (Registration Statement No. 333-50350))

' - 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 ofJune 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. I-11459 and 333-74794) for the quarter ended June
30,2004) ^
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IO{i)-2 - Amendment No. I,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. I-11459 and 333-74794) dated
December 15, 2004)

'00)-' - 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)

10(j)-2 - Amendment No. 1, dated as ofAugust 5, 2(X)8, 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)

'0(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 lime to time
party thereto and The Bank ofTokyo-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)

10(j)-4 - Amendment No. 1, 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)

10(j)-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)

10(j)-7 Amendment No. 4, dated as ofMarch 31, 2011, to said Credit and Security Agreement (Exhibit 10(c) to
PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2011)

o

10(j)-8 - Amendment No. 5, dated as ofJuly 26, 2011, to said Credit and Security Agreement (Exhibit 10(c) to
PPL Corporation Form 10-Q/A Report (File No. I-11459) for the quarter ended June 30, 2011)

10(j)-9 - Amendment No. 6, dated as ofJuly 24, 2012, 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
30,2012)

'0(j)-10 - Amendment No. 7, dated as ofSeptember 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)

' 0(k)-1 - Reimbursement Agreement, dated as ofMarch 31, 2005, among PPL Energy Supply, LLC, The Bank of
Nova Scotia, as Issuer and 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, 2(X)5)

!0(k)-2 - First Amendment, dated as ofJune 16, 2005, to said Reimbursement Agreement (Exhibit 10(b) to PPL
Energy Supply, LLC Form 10-Q Report (File No. 333-74794) for the quarter ended June 30, 2005)

10(k)-3 - SccondAmendmcnt, dated as ofSeptember 1,2005, to said Reimbursement Agreement (Exhibit 10(a)
to PPL Energy Supply, LLC Form 10-Q Report (File No. 333-74794) for the quarter ended September
30, 2005)
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o

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)

IO(k)-5 - Fourth Amendment, dated as of April 12, 2006, to said Reimbursement Agreement (Exhibit 10(b) to
PPL Energy Supply, LLC Form 10-Q Report (File No. 333-74794) for the quarter ended September 30
2006) • '

I0(k).6 - Fifth Amendment, dated as of November I, 2006, to said Reimbursement Agreement (Exhibit l0(q)-6 to
PPL Energy Supply, LLC Form 10-K Report (File No. 333-74794) for the year ended December 31
2006)

IO(k)-7 - Sixth Amendment, dated as of March 29, 2007, to said Reimbursement Agreement (Exhibit I0(q)-7to
PPL Energy Supply, LLC Form 10-K Report (File No. 333-74794) for the year ended December 31
2007) ' '

10(k)-8 - Seventh Amendment, dated as of March 1, 2008, to said Reimbursement Agreement (Exhibit 10(a) to
PPL Energy Supply, LLC Form lO-Q Report (File No. 333-74794) for the quarter ended March 31
2008) • '

IO(k)-9 - Eighth Amendment, dated as of March 30, 2009, to said Reimbursement Agreement (Exhibit 10(a) to
PPL Energy Supply, LLC Form lO-Q Report (File No. 1-32944) for the quarter ended March 31, 2009)

tO(k)-IO - Ninth Amendment, dated as ofMarch 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)-11 - Tenth Amendment, dated as of February 22, 2012, to said Reimbursement Agreement (Exhibit IO(k)-l I
to PPL Energy Supply, LLC Form 10-K Report (File No. 1-32944) for the year ended December 31
2011)

I0(k)-I2 - Eleventh Amendment, dated as of February 28, 2013, to said Reimbursement Agreement (Exhibit IO(k)-
12 to PPL Energy Supply, LLC Form 10-K Report (File No. 1-32944) for the year ended December 31
2012)

I0(k)-I3 - Twelfth Amendment, dated as ofMarch 19, 2014, to said Reimbursement Agreement (Exhibit 10.2 to
PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated April I, 2014)

'O(') - 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 I-
11459) dated April 30, 2010)

- S500 million Facility Agreement, dated as ofMay 14, 2010, among PPL Energy Supply, LLC, as
Borrower, and Morgan Stanley Bank, as Issuer (Exhibit 10(b) to PPL Energy Supply, LLC Form lO-Q
Report (File No. 1-32944) for thequarter ended June 30,2010)

•0(n) - Purchase and Sale Agreement, dated as ofSeptember 9, 2010, by and between PPL Holtwood, LLC and
LSP Safe Harbor Holdings, LLC (Exhibit lO.l to PPL Corporation Form 8-K Report (File No. I-II459)
dated September 13, 2010)

I0(o) - Purchase and Sale Agreement, dated as ofSeptember 9, 2010, by and between PPL Generation, LLC
and Harbor Gen Holdings, LLC (Exhibit 10.2 to PPL Corporation Form 8-K Repon (File No. I-11459)
dated September 13, 2010)

'O(P) - Open-End Mortgage, Security Agreement and Fixture Filing from PPL Montour, LLC to Wilmington
Trust FSB, as Collateral Agent, dated as ofOctober 26, 2010 (Exhibit IO(w) to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2010)
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o

' ' 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 IO(x) to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010)

- Guaranty of PPL Montour, LLC and PPL Brunner Island, LLC, dated as of November 3, 2010, in favor
ofWilmington Trust FSB, as Collateral Agent, for itself as Beneficiary and for the Secured
Counterparties described therein (Exhibit IO(y) to PPL Corporation Form 10-K Report (File No. l-
11459) for theyearended December 31,2010)

' ' • Confirmation of Forward Sale Transaction, dated April 9, 2012, between PPL Corporation and Morgan
Co. LLC (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April

' • ConHrmation of Forward Sale Transaction, dated April 20, 2012, between PPL Corporation and Morgan
26^2ol2)^ '̂̂ CLC (Exhibit lO.I to PPL Corporation Form 8-K Report (File No. I-11459) dated April

' ' ' Confirmation of Forward Sale Transaction, dated April 9, 2012, between PPL Corporation and Merrill
Corporation Form 8-K Report (File No. 1-11459) dated April

• 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)

• 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 Weils Fargo Bank, National Association.'as
Administrative Agent, Swingline Lender and Issuing Lender (Exhibit 10(0 lo PPL Corporation Form
lO-Q Report (File No. 1-11459) for the quarter ended March 31, 2012)

IO(v)-l . 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 (Exhibit 10(b) to PPL Energy
Supply, LLC Form lO-Q Report (File No. 1-32944) for the quarter ended June 30, 2012)

10(v)-2 - Reimbursement Agreement, dated as of July I, 2012, between PPL Energy Supply, LLC and Banco
Bilbao Vizcaya Argentaria, S.A. (Exhibit 10(c) to PPL Energy Supply, LLC Form 10-Q Report (File No.
1-32944) for thequarter ended June 30,2012)

IO(v)-3 - First Amendment, dated as of August 30, 2013, to said Uncommitted Line of Credit Letter Agreement
(Exhibit 10(z)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31,2013)

10(w)-l . 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)

10(w)-2 - Amended and Restated Letter of Credit Issuance and Reimbursement Agreement, dated as of August 30,
2013, between PPL Energy Supply, LLC and Canadian Imperial Bank of Commerce, New York Agency
(Exhibit 10(aa)-2 to PPL Energy Supply, LLC Form 10-K Report (File No. 1-32944) for the year ended
December 31, 2013)
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o

IO(w)-3 - First Amendment, dated as ofJuly 22, 2014, to said Amended and Restated Letter ofCredit Issuance and
Reimbursement Agreement, between PPL Energy Supply, LLC and Canadian Imperial Bank of
Commerce, New York Agency (Exhibit 10(c) to PPL Energy Supply, LLC Form lO-Q Report (File No.
1-32944) for the quarterended June 30, 2014)

- $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 (Exhibit lO(cc) to PPL
Energy Supply, LLC Form lO-K Report (File No. 1-32944) for the year ended December 31, 2012)

'O(y)-' - £210,000,000 Multicurrency Revolving Facility Agreement, dated December 21, 2012, among PPL WW
Holdings Ltd., as the Company, Lloyds TSB Bank pic and Mizuho Corporate Bank, Ltd., as Joint
Coordinators and Bookrunncrs, Barclays Bank PLC, Commonwealth Bank ofAustralia, HSBC Bank
pic, Lloyds TSB Bank pic, Mizuho Corporate Bank, Ltd., The Bank ofTokyo-Mitsubishi UFJ, Ltd. and
The Royal Bank ofScotland pic, as Mandated Lead Arrangers and Mizuho Corporate Bank, Ltd., as
Facility Agent (Exhibit I0(f0to PPL Corporation Form 10-K Report (File No. I-11459) for the year
ended December 31, 2012)

10(y)-2 - Transfer Deed, dated as of October 31, 2014, between PPL WW Holdings Limited, Western Power
Distribution Limited and Mizuho Bank, Ltd., as Facility Agent (Exhibit 4(c) to PPL Corporation Form
10-Q Report (File No. 1-11459) for the quarter ended September 30, 2014)

'O(z) - Amended and Restated Collateral Agency Agreement, dated as of February 12, 2013, among PPL
Ironwood, LLC. The Bank ofNew York Mellon, as Trustee, The Bank ofNew York Mellon, as
Collateral Agent and The Bank of New York Mellon, as Depositary Bank (Exhibit lO(gg) to PPL
Corporation Form lO-K Report (File No. I-11459) for the year ended December 31, 2013)

- Third Supplemental Indenture, dated as ofFebruary 12,2013, to Trust Indenture dated as ofJune I,
1999, among PPL Ironwood, LLC, The Bank of New York Mellon, as Trustee and The Bank of New
York Mellon, as Depositary Bank (Exhibit 10(hh) to PPL Corporation Form lO-K Report (File No. I-
11459) for the year ended December 31, 2013)

lO(bb) - $75,000,000 Revolving Credit Agreement, dated as of October 30, 2013, among LG&E and KU Energy
LLC, the Lenders from time to time party thereto, and PNC Bank, National Association, as the
Administrative Agent and the Issuing Lender, PNC Capital Markets LLC, as Sole Lead Arranger and
Sole Bookrunner, Fifth Third Bank, as Syndication Agent, and Central Bank &Trust Company, us
Documentation Agent (Exhibit lO(ii) to PPL Corporation Form 10-K Report (File No. I-11459) for the
year ended December 31, 2013)

'O(cc) - $150,000,000 Revolving Credit Agreement, dated as of March 26, 2014, among PPL Capital Funding,
Inc., as Borrower, PPL Corporation, as Guarantor and The Bank of Nova Scotia, as Administrative
Agent, Issuing Lender and Lender (Exhibit lO.I to PPL Corporation Form 8-K Report (File No I-
11459) dated April 1,2014)

- Employee Matters Agreement, among PPL Corporation, Talen Energy Corporation, C/R Energy Jade,
LLC, Sapphire Power Holdings LLC. and Raven Power Holdings LLC, dated as ofJune 9, 2014
(Exhibit lO.I to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12,2014)

10(ee)-l - $300,000,000 Amended and Restated Revolving Credit Agreement, dated asof July 28, 2014, among
PPL Electric Utilities Corporation, as the Borrower, the Lenders from time to time party thereto and
Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender
(Exhibit 10(e) to PPL Electric Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter
ended June 30, 2014)
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o

o

10(ec)-2 - Notice ofAulomaiic Extension, dated as ofSeptember 29, 2014, to said Amended and Restated Credit
Agreement (Exhibit 10(b) to PPL Electric Utilities Corporation Form lO-Q Report (File No. I-905) for
thequarter ended September 30. 2014)

- $300,000,000 Revolving Credit Agreement, dated as of July 28, 2014, among PPL Capital Funding, Inc.,
as the Borrower, PPL Corporation, as the Guarantor, the Lenders from time to time party thereto and
Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender
^Exhibit 10(d) to PPL Corporation Form lO-Q Report (File No. I-11459) for the quarter ended June 30,

lO(gg) - $400,000,000 Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among
Kentucky Utilities Company, as the Borrower, the Lenders from time to time party thereto and Wells
Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender
(Exhibit 10(0 to PPL Corporation Form lO-Q Report (File No. I-11459) for the quarter ended June 30
2014) • '

iO(hh) - $500,000,000 Amended and Restated Revolving Credit Agreement, dated as of July 28, 2014, among
Louisville Gas and Electric Company, as the Borrower, the Lenders from time to time party thereto and
Wells Fargo Bank, National Association, as Administrative Agent, Issuing Lender and Swingline Lender
(Exhibit 10(g) to PPL Corporation Form lO-Q Report (File No. l-II459)for the quarter ended June 30
2014) • '

• Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution
(South West) pic and the banks party thereto, as Bookrunncrs and Mandated Lead Arrangers, HSBC
Bank pic and Mizuho Bank, Ltd., as Joint Coordinators, and Mizuho Bank, Ltd., as Facility Agent,
relating to the £245,000,000 Multicurrency Revolving Credit Facility Agreement originally dated
January 12. 2012 (Exhibit 10(h) to PPL Corporation Form lO-Q Report (File No. I-11459) for the
quarter ended June 30, 2014)

•0(jj) - Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution
(East Midlands) pic and the banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC
Bank pic and Mizuho Bank Ltd., as Joint Coordinators, and Bank of America Merrill Lynch
International Limited, as Facility Agent, relating to the £300,000,000 Multicurrency Revolving Credit
Facility Agreement originally dated April 4, 2011(Exhibit IO(i) to PPL Corporation Form lO-Q Report
(File No. I-11459) for the quarter ended June 30, 2014)

'O(kk) - Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution
(West Midlands) pic and the banks party thereto, as Bookrunners and Mandated Lead Arrangers, HSBC
Bank pic and Mizuho Bank Ltd., as Joint Coordinators, and Bank of America Merrill Lynch
International Limited, as Facility Agent, relating to the £300,000,000 Multicurrency Revolving Credit
Facility Agreement originally dated April 4, 201 l(Exhibit IO(j) to PPL Corporation Form lO-Q Report
(File No. I-11459) for the quarter ended June 30,2014)

'*^('1) - $65,000,000 Revolving Credit Agreement, dated as of August 20, 2014, among PPL Capital Funding,
Inc., as the Borrower, PPL Corporation, as the Guarantor, the Lenders from time to time party thereto
and Canadian Imperial Bank of Commerce, New York Branch, as Administrative Agent and Issuing
Lender (Exhibit 10(a) to PPL Corporation Form lO-Q Report (File No. 1-11459) for the quarter ended
September 30, 2014)

lO(mm) - $198,309,583.05 Letter of Credit Agreement dated as of October 1, 2014 among Kentucky Utilities
Company, as the Borrower, the Lenders from time to time party hereto and The Bank of Tokyo-
Mitsubishi UFJ, Ltd., New York Branch, as Administrative Agent (Exhibit 10.1 to Kentucky Utilities
Company Form 8-K Report (File No. I-3464) dated October 2, 2014)
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L]IO(oo)-2

L]10(oo)-3

[_]10(oo)-4

UI0(oo)-5

U10(pp)-1

L]I0(pp)-2

L]10(pp)-3

Amended and Restated Directors Deferred Compensation Plan, dated June 12, 2000 (Exhibit 10(h) to
PPL Corporation Form 10-K Report (File No. I-II459) for the year ended December 31, 2000)

Amendment No. 1to said Directors Deferred Compensation Plan, dated December 18, 2002 (Exhibit
10(m)-1 to PPL Corporation Form 10-K Report (File No. I-11459) for the year ended December 31
2002)

Amendment No. 2 to said Directors Deferred Compensation Plan, dated December 4, 2003 (Exhibit
10(q)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31
2003) " '

Amendment No. 3 to said Directors Deferred Compensation Plan, dated as ofJanuary 1, 2005 (Exhibit
IO(cc)-4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31
2005)

Amendment No. 4 to said Directors Deferred Compensation Plan, dated as ofMay 1, 2008 (Exhibit
!0(x)-5 to PPL Corporation Form 10-K Report (File No. I-11459) for the year ended December 31
2008)

Amendment No. 5 to said Directors Deferred Compensation Plan, dated May 28, 2010 (Exhibit 10(a) to
PPL Corporation Form lO-Q Report (File No. I-11459) for the quarter ended June 30, 2010)

PPL Corporation Directors Deferred Compensation Plan Trust Agreement, dated as ofApril 1, 2(X)I,
between PPL Corporation and Wachovia Bank, N.A. (as successor to First Union National Bank), as
Trustee (Exhibit 10(hh)-l to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2012)

PPL Officers Deferred Compensation Plan, PPL Supplemental Executive Retirement Plan and PPL
Supplemental Compensation Pension Plan Trust Agreement, dated as ofApril I, 2001, between PPL
Corporation and Wachovia Bank, N.A. (as successor to First Union National Bank), as Trustee (Exhibit
IO(hh)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31
2012) " '

PPL Revocable Employee Nonqualified Plans Trust Agreement, dated as ofMarch 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 thequarter ended March 31, 2007)

PPL Employee Change in Control Agreements Trust Agreement, dated as ofMarch 20, 2007, between
PPL Corporation and Wachovia Bank, N.A., as Trustee (Exhibit 10(d) to PPL Corporation Form 10-Q
Report (File No. I-1 1459) for the quarter ended March 31,2007)

PPL Revocable Director Nonqualified Plans Trust Agreement, dated as ofMarch 20, 2007, between PPL
Corporation and Wachovia Bank, N.A., as Trustee (Exhibit 10(e) to PPL Corporation Form lO-Q Report
(File No. 1-11459) for thequarter ended March 31,2007)

Amended and Restated Officers Deferred Compensation Plan, dated December 8, 2003 (Exhibit I0(r) to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2003)

Amendment No. I to said Officers Deferred Compensation Plan, dated as ofJanuary 1, 2005 (Exhibit
IO(ee)-l to PPL Corporation Form 10-K Report (File No. I-11459) for the year ended December3I
2005) ' '

Amendment No. 2 to said Officers Deferred Compensation Plan, dated asofJanuary 22, 2007 (Exhibit
10(bb)-3 to PPL Corporation Form 10-K Report (File No. I-11459) for the year ended December 31
2006) • '
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l_lI0(rr)-6

[_]10(rr)-7

Amendmcnl No. 3 losaid Officers Deferred Compensalion Plan, dated as ofJune 1, 2008 (Exhibit
IO(z)-4 to PPL Corporation Form lO-K Report (File No. I-11459) for the year ended December 31
2008) " '

Amendment No. 4 to said Officers Deferred Compensation Plan, dated as ofFebruary 15, 2012 (Exhibit
IO(fO-5 to PPL Corporation Form lO-K Report (File No. I-11459) for the year ended December 31
2011) • '

Amendment No. 5 to said Executive Deferred Compensation Plan, dated as ofMay 8, 2014 (Exhibit
10(a) to PPL Corporation Form 10-Q Report (File No. I-1 1459) for the quarter ended June 30, 2014)

Amended and Restated Supplemental Executive Retirement Plan, dated December 8, 2003 (Exhibit
IO(s) to PPL Corporation Form lO-K Report (File No. I-11459) for the year ended December 31, 2003)

Amendment No. I to said Supplemental Executive Retirement Plan, dated December 16, 2004 (Exhibit
99.1 to PPL Corporation Form 8-K Report (File No. I-11459) dated December 17,2004)

Amendment No. 2 to said Supplemental Executive Retirement Plan, dated as ofJanuary 1, 2005 (Exhibit
IO(fO-3 to PPL Corporation Form lO-K Report (File l-l 1459) for the year ended December 31, 2005)

Amendment No. 3 to said Supplemental Executive Retirement Plan, dated as ofJanuary 22, 2007
(Exhibit 10(cc)-4to PPL Corporation Form lO-K Report (File No. 1-11459) for the year ended
December 31, 2006)

Amendment No. 4 to said Supplemental Executive Retirement Plan, dated asof December 9, 2008
(Exhibit 10(aa)-5 to PPL Corporation Form lO-K Report (File No. 1-11459) for the year ended
December 31, 2008)

Amendment No. 5 to said Supplemental Executive Retirement Plan, dated as ofFebruary 15, 2012
(Exhibit 10(gg).6 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2011)

Amended and Restated Incentive Compensalion Plan, effective January 1, 2003 (Exhibit 10(p) to PPL
Corporation Form lO-K Report (File No. I-11459) for the year ended December 31, 2002)

Amendment No. I to said Incentive Compensation Plan, dated as ofJanuary 1,2005 (Exhibit IO(gg)-2
to PPL Corporation Form IO-K Report (File I-11459) for the year ended December 31, 2005)

Amendment No. 2 to said Incentive Compensation Plan, dated as ofJanuary 26, 2007 (Exhibit IO(dd)-3
to PPL Corporation Form IO-K Report (File No. I-11459) for the year ended December 31, 2006)

Amendment No. 3 to said Incentive Compensation Plan, dated asofMarch 21, 2007 (Exhibit 10(0 lo
PPL Corporation Form 10-Q Report (File No. l-l 1459) for the quarter ended March 31, 2007)

Amendment No. 4 to said Incentive Compensation Plan, effective December 1, 2007 (Exhibit 10(a) to
PPL Corporation Form 10-Q Report (File No. l-l 1459) for the quarter ended September 30, 2008)

Amendment No. 5 losaid Incentive Compensation Plan, dated as ofDecember 16, 2008 (Exhibit 10(bb)-
6 to PPL Corporation Form IO-K Report (File l-l 1459) for the year ended December 31, 2008)

Form ofStock Option Agreement for stock option awards under the Incentive Compensation Plan
(Exhibit 10(a) to PPL Corporation Form 8-K Report (File No. l-l 1459) dated February I, 2006)
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Form of Rcsiricied Slock Unii Agreemcni for resirictcd stock unit awards under the Inccniive
Compensation Plan (Exhibit 10(b) to PPL Corporation Form 8-K Report (File No. 1-11459) dated
February 1, 2006)

Form of Performance Unit Agreement for performance unit awards under the Incentive Compensation
Plan (Exhibit lO(ss) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2007)

Amended and Restated Incentive Compensation Plan for Key Employees, effective January 1, 2003
(Schedule Bto Proxy Statement ofPPL Corporation, dated March 17, 2003)

Amendment No. 1to said Incentive Compensation Plan for Key Employees, dated as of January 1, 2005
(Exhibit (hh).l to PPL Corporation Form 10-K Report (File 1-II459) for the year ended December 31
2005) • '

Amendment No. 2to said Incentive Compensation Plan for Key Employees, dated as of January 26,
2007 (Exhibit 10(ee)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2(X)6)

Amendment No. 3 to said Incentive Compensation Plan for Key Employees, dated as ofMarch 21, 2007
(Exhibit 10(q) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March
31,2007)

Amendment No. 4 to said Incentive Compensation Plan for Key Employees, dated as ofDecember 15,
2008 (Exhibit 10(cc)-5 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2008)

Amendment No. 5 to said Incentive Compensation Plan for Key Employees, dated as ofMarch 24, 2011
(Exhibit 10(a) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March
31,2011)

Short-term Incentive Plan (Schedule Ato Proxy Statement of PPL Corporation, dated April 6, 2011)

Employment letter, dated May 31, 2006, between PPL Services Corporation and William H. Spence
(Exhibit lO(pp) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31,2006)

Form of Retention Agreement entered into between PPL Corporation and Messrs. DcCampli, Dudkin,
Fair and Gabbard (Exhibit 10(h) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the
quarter ended March 31, 2007)

Form ofSeverance 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 March31
2007) • '

Amendment to said Severance Agreement (Exhibit 10(a) to PPL Corporation Form 10-Q Report (File
No. 1-11459) for thequarterended June 30, 2009)

Amended and Restated Employment and Severance Agreement, dated as ofOctober 29, 2010, between
E.ON U.S. LLC and Victor A. Staffieri (Exhibit lO(ss) to PPL Corporation Form 10-K Report (File No.
1-11459) for the year ended December 31, 2010)

Form ofChange 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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[J10(yy)-2

[JIO(zz)-l

L]I0(zz)-2

L]I0(zz)-3

[J10(zz)-4

L]10{aaa)

*U10(bbb)-I

*LlI0(bbb)-2

*UI0(bbb)-3

* 12(a)

* 12(b)

♦12(c)

♦i2(d)

♦12(e)

♦12(0

♦21

♦23(a)

♦23(b)

♦23(c)

Form of Change in Control Severance Protection Agreement entered into between PPL Corporation and
Messrs. Dudkinand Staffieri (Exhibit 10(c) to PPL Corporation Form 10-Q Report (File No. 1-11459)
for thequarterended March 31, 2012)

PPL Corporation 2012 Stock Incentive Plan (Annex Ato Proxy Statement of PPL Corporation dated
April 3, 2012)

Form of Performance Unit Agreement for performance unit awards under the Stock Incentive Plan
(Exhibit 10(ti)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31,2012)

Form ofPerformance Contingent Restricted Stock Unit Agreement for restricted stock unit awards under
the Stock Incentive Plan (Exhibit 10(tt)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for
the year ended December 31, 2012)

Form of Nonqualified Slock Option Agreement for stock option awards under the Stock incentive Plan
(Exhibit IO(tt)-4 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31,2012)

PPL Corporation Executive Severance Plan, effective as ofJuly 26, 2012 (Exhibit 10(d) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended June 30, 2012)

Form ofWestern Power Distribution Phantom Stock Option Award Agreement for stock option awards
under the Western Power Distribution Long-Term Incentive Plan

Phantom Stock Option Award Agreement, dated February 12, 2012, between Western Power
Distribution and Robert A. Symons

Phantom Stock Option Award Agreement, dated February 15, 2013, between Western Power
Distribution and Robert A. Symons

PPL Corporation and Subsidiaries Computation ofRatio ofEarnings to Combined Fixed Charges and
Preferred Stock Dividends

PPL Energy Supply, LLC and Subsidiaries Computation ofRatio ofEarnings to Fixed Charges

PPL Electric Utilities Corporation and Subsidiaries Computation ofRatio ofEarnings to Combined
Fixed Charges and Preferred Stock Dividends

LG&E and KU Energy LLC and Subsidiaries Computation ofRatio ofEarnings to Fixed Charges

Louisville Gas and Electric Company Compulation ofRatio ofEarnings to Fixed Charges

Kentucky Utilities Company Computation of Ratio ofEarnings to Fixed Charges

Subsidiaries of PPL Corporation

Consent of Ernst & Young LLP - PPLCorporation

Consent of Ernst & Young LLP - PPL Energy Supply, LLC

Consent of Ernst & Young LLP - PPL Electric Utilities Corporation
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*23(d) - Consent ofErnst &Young LLP - LC&E and KU Energy LLC

*23(e) - Consent ofErnst &Young LLP - Louisville Gas and Electric Company

*23(0 - Consent ofErnst &Young LLP - Kentucky Utilities Company

*24 - Power of Attorney

*31(a) - Certificate ofPPL's principal executive officer pursuant to Section 302 ofthe Sarbanes-Oxlev Act of
2002

*3'(b) - Certificate ofPPL's principal financial officer pursuant to Section 302 of the Sarbancs-OxIev Act of
2002

*31 (c) - Certificate ofPPL Energy Supply's principal executive officer pursuant to Section 302 ofthe Sarbanes-
Oxlcy Act of 2002

*31 (tl) - Certificate ofPPL Energy Supply's principal financial officer pursuant to Section 302 ofthe Sarbanes-
Oxley Act of 2002

*31 (e) - Certificate ofPPL Elcctric's principal executive officer pursuant to Section 302 ofthe Sarbanes-Oxlev
Act of 2002

*3 KO - Certificate ofPPL Electric's principal financial officer pursuant to Section 302 ofthe Sarbanes-Oxlev
Act of 2002

*31 (g) - Certificate ofLKE's principal executive officer pursuant to Section 302 ofthe Sarbanes-Oxlev Act of
2002

o

O

*31 (h) - Certificate ofLKE's principal financial officer pursuant to Section 302 ofthe Sarbanes-Oxlev Act of
2002

*31 (0 - Certificate ofLG&E's principal executive officer pursuant to Section 302 ofthe Sarbanes-Oxlev Act of
2002

*31G) - Certificate ofLG&E's principal financial officer pursuant to Section 302 ofthe Sarbanes-Oxlev Act of
2002

*310<) - Certificate ofKU's principal executive officer pursuant to Section 302 ofthe Sarbanes-Oxlev 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 ofPPL's principal executive officer pursuant to Section 906 ofthe Sarbanes-Oxlev Act of
2002

*32(b) - 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 Elcctric's principal executive officer and principal financial officer pursuant to
Section 906of theSarbanes-Oxley Act of 2002
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" Certificate ofLKE's principal executive officer and principal financial officer pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

* Certificate ofLG&E's principal executive officer and principal financial officer pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

" Certificate ofKU's principal executive officer and principal financial officer pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

*99(a) - PPL Corporation and Subsidiaries Long-term Debt Schedule

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

10? .SCH - XBRL Taxonomy Extension Schema for PPL Corporation, PPL Corporation, PPL Energy Supply, LLC,
PPL Electric Utilities Corporation, LG«S:E and KU Energy LLC, Louisville Gas and Electric Company '
and Kentucky Utilities Company

iOI.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

lOI.DEF - XBRL Taxonomy Extension Definition 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 - XBRL 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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PPL CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

(Millions ofDollars)

Exhibit 12(a)

Earnings, as defined:
Income from Continuing Operations Before
Income Taxes (b)

Adjustment to reflect earnings from equity method
investmentson a cash basis (c)

2014(a) 2013(a) 2012(a) 2011 (a) 2010(a)

$ 2,364 $ 1,260 $ 2,009 $

34

2,050

1

1,218

2,364 1,260 2,043 2,051 1,225

Toial fixed charges as below
Less:

1,095 1,096 1,065 1,022 698

Capitalized interest
Preferred security distributions of subsidiaries

33 46 43 42 24

on a pre-tax basis
Interest expense and fixed charges related to
discontinued operations 10 14

5

12

23

6

21

34
Total fixed charges included in Income from
Continuing Operations Before Income Taxes 1,052 1,036 1,005 951 619

Total earnings $ 3,416 $ 2,296 $ 3,048 $ 3,002 $ 1,844

Fixed charges, as defined:
Interest charges (d)
Estimated interest component of operating rentals.
Preferred securities distributions of subsidiaries
on a pre-tax basis

Fixed charges of majority-owned share of 50% or
less-owned persons

1,073 $
22

1,058 $

38

1,019 $

41

955

44

23

637

39

21

Ratioof earnings to fixed charges
Ratio of earnings tocombined fixed charges and
preferred stock dividends (0

$ 1,095 $ 1,096 $ 1,065 $ 1,022 $ 698

3.1 2.1 2.9 2.9 2.6

3.1 2.1 2.9 2.9 2.6

(a)

(b)

(c)
(d)
(c)

(0

Years 2010 through 2014 reHcct the reclassirication ofcertain PPL Montana hydroelectric generating facilities and related assets as Discontinued
Operations. SeeNote 8 to the Financial Statements foradditional infonnation.
To facilitate the sale ofthe hydroelectric generating facilities referred to in (a) above, in December 2013. PPL Montana terminated a lease
agreement which resulted in a S697 million charge. Sec Note 8 to the RnatKial Statements for additional information,
Includes other-than-temporary impainnent lossof S2.^ million in 2012.
Includes interest on long-term and short-term debt, as well as amortization ofdebt discount, expense and premium - net.
Interest onunrecognized tax benefits isnot included in fixed charges.
PPL the parent holding company, docs not have any preferrcd stock outstanding; therefore, the ratio of earnings to combined fixed charges and
preferred stock dividends isthe same asthe ratio ofearnings to fixed charges.
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PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars)

Exhibit I2('b'i

2014 (a) 2013 (a) 2012(a) 2011 (a) 2010(a)
Earnings, as defined:

Income (Loss) from Continuing Operations Before
Income Taxes (b) $ 303 $ (420) $ 665 $ 1,061 $ 860

Adjustments to reflect earnings from equity method
investments on a cash basis 1 7

303 (420) 665 1,062 867

Total fixed charges as below 161 226 238 259 426
Less:

Capitalized interest 22 35 37 38 27
Interest expense and fixed charges related to
discontinued operations 10 14 12 6 169

Total fixed charges included in Income (Loss) from
Continuing Operations Before Income Taxes 129 177 189 215 230

Total earnings $ 432 $ (243) $ 854 $ 1,277 $ 1,097

Fixed charges, as defined:
Interest charges (c) $ 156 $ 207 $ 214 $ 223 $ 387
Estimated interest component of operating rentals 5 19 24 36 38
Fixed charges of majority-owned share of 50% or
less-owned persons I

Total fixed charges (d) $ 161 $ 226 S 238 $ 259 $ 426

Ratio of earnings to fixed charges (b) 2.7 (1.1) 3.6 4.9 2.6

(a)

(b)

(c)
(d)

Years 2010 through 2014 reflect thetcclassincaiion of certain PPL Montana hydroelectric generating facilities and related assets as Discontinued
Operations. Sec Note 8 to the Financial Statements for additional information.
To facilitate the sale of the hydroelectric generatingfacilities referred to in (a) above, in December2013. PPL Montana terminateda lease
agreement which resultedin a S697 millioncharge. Sec Note8 to the Financial Statements for additional information. As a resultof these
transactions, eamings were lower, which resulted in less than one-to-one coverage. Theadjusted amount of thedeficiency, or theamount of fixed
charges in excess of eamings, was S469 million.
Includes interest on long-term and shon-term debt, as well as amonizjiion of debt discount, expense andpremium • net.
Interest on unrecognized laxbenefits is not included in fixed charges.
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES
Exhibit 12(c)

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

{Millions of Dollars)

2014 2013 2012 2011 2010

Earnings, as defined:
Income Before Income Taxes $ 423 $ 317 $ 204 $ 257 $ 192

Total fixed charges as below 131 117 107 105 102

Total earnings $ 554 $ 434 $ 311 $ 362 $ 294

Fixed charges, as defined:

Interest charges (a)
Estimated interest component of operating rentals.

$ 127 $

4

113 $

4

104 $

3

102

3

$ 101

1

Total fixed charges (b) $ 131 $ 117 $ 107 $ 105 $ 102

Ratio of earnings to fixed charges 4.2 3.7 2.9 3.4 2.9

Preferred stock dividend requirements on a pre-tax
basis

Fixed charges, as above .... $ 131 $

S

117

6 $

107

21

105

$ 23

102

Total fixed charges and preferred stock dividends. .... $ 131 $ 117 S 113 $ 126 $ 125

Ratio of earnings to combined fixed charges and
preferred stock dividends 4.2 3.7 2.8 2.9 2.4

(a) Inclucits inicrcsi on long-term and short-term debt,as well as amortization of debtdiscount, expense and
(b) interest on uniecognized taxbenefits is not included in fixed charges.

premium - net.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars)

Exhibit I2fd')

Earnings, as defined:
Income from Continuing Operations
Before Income Taxes

Adjustment to reflect earnings from
equity method investments on a cash
basis (c)

Mark to market impact of derivative
instruments

Total fixed charges as below

Total earnings

Fixed charges, as defined:
Interest charges (d) (e)
Estimated interest component of
operating rentals

Total fixed charges

Ratio of earnings to fixed charges

Predeces-
Successor (a)

Year

Ended

Dec. 31,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10 Months

Ended

Oct. 31,
2010

$ 553 $ 551 $ 331 $ 419 $ 70 $ 300

(1) {!) 33 (1)

2

(4)

(20)
552 550 364 418 72 276

173 151 157 153 25 158

$ 725 $ 701 $ 521 $ 571 $ 97 $ 434

$ 167 $ 145 $ 151 $ 147 $ 24 $ 153

6 6 6 6 I 5

$ 173 $ 151 $ 157 $ 153 $ 25 $ 158

4.2 4.6 3.3 3.7 3.9 2.7

(a) Post-acquisiiion activiiycovering (he time periodafter Octolxir? 1.2010.
(b) Prc-acquisilion activitycovering ttie lime period prior to November1.2010.
(c) Includes oiher-lhan-tcmporary impaimK-ni loss of S25 million in 2012.
(d) includes interest on long-term and short-term debt, aswell a.s amortization ofdebt discount, expense and premium - net.
(e) Includes a credit foramortization of a fairmarket value adjustment of S7 million in 2013.
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LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars)

Exhibit 12(6)

Predeces-
Successor (a)

Earnings, as defined:
Income Before Income Taxes

Mark to market impact of derivative
instruments

Year

Ended

Dec. 31,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10 Months

Ended

Oct. 31,
2010

$ 272 $ 257 $ 192 $ 195 $ 29

1

$ 167

(20)
272 257 192 195 30 147

Total fixed charges as below 51 36 44 46 8 40

Total earnings $ 323 $ 293 $ 236 $ 241 $ 38 $ 187

Fixed charges, as defined:
Interest charges (c) (d)
Estimated interest component of
operating rentals

$ 49

2

$ 34

2

S 42

2

$ 44

2

$ 8 $ 38

2

Total fixed charges $ 51 $ 36 $ 44 $ 46 $ 8 $ 40

Ratio of earnings fixed charges 6.3 8.1 5.4 5.2 4.8 4.7

(a)
(b)
(c)

(d)

Posl-acquisilion aciiviiycoveringthe lime periodaflcrOclober 31. 2010.
Prc-acquisilion activity covering the time period priorto November 1.2010.
Includes interest on long-term and short-term debt, aswell asamoni/.ation ofdebt discount, expense and premium • net.
includes a credit foramortization of a fairmaricei value adjustntcm ofS7 million in2013.
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KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions ofDollars)

Successor (a)

Exhibit 12(0

Predeces

sor (b)
Year

Ended

Dec. 31,
2014

Year

Ended

Dec. 31,
2013

Year

Ended

Dec. 31,
2012

Year

Ended

Dec. 31,
2011

2 Months

Ended

Dec. 31,
2010

10 Months

Ended

Oct. 31,
2010

Earnings, as defined:
Income Before Income Taxes

Adjustment to reflect earnings from
equity method investments on a cash
basis (c)

$ 355

(1)

$ 360

(1)

$ 215

33

$ 282

(1)

$ 55 $ 218

(4)
354 359 248 281 55 214

Total fixed charges as below 80 73 72 73 11 71

Total earnings $ 434 $ 432 $ 320 $ 354 $ 66 $ 285

Fixed charges, as defined:
Interest charges (d)
Estimated interest component of
operating rentals

$ 77

3

$ 70

3

$ 69

3

$ 70

3

$ 10

1

$ 69

2

Total fixed charges $ 80 $ 73 $ 72 $ 73 $ II $ 71

Ratio of earnings to fixed charges 5.4 5.9 4.4 4.8 6.0 4.0

(a) Posi-acquisilionaciiviiy covering ihc time period after October 31. 2010.
(b) Prc-acquisilion activitycovering the lime period prior to November1. 2010.
(c) Includes oiher-lhan-temporary impaimient loss orS25 million in 2012.
(d) 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 31(a)

CERTIFICATION

I. WILLIAM H. SPENCE. certify that:

1. I have reviewed this annual report on Form 10-K of PPL Corporation (the "registrant") for the year ended December 31
2014;

2.

3.

4.

5.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to statea material
fact necessary to make the statements made, in light ofthe circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

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 ofoperations and cash flows of the registrant as of, and for, the
periods presented in this report;

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(c) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and I5d-I5(0) 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, orcaused 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 ofthe registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness ofthe disclosure controls and procedures, as of the end ofthe 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 ofdirectors (or persons
performing the equivalent functions):

a.

b.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely toadversely affect the registrant's ability to record, process, summarize and
report financial information; and

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 23, 2015 /s/ William H. Spence
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(Principal Executive Officer)
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Exhibit 31(b)

CERTIFICATION

1, VINCENT SORGl, certify that:

2.

3.

4.

I have reviewed this annual report on Form lO-K of PPL Corporation (the "registrant") for the year ended December 31
2014;

Based on my knowledge, this reportdoes not contain any untrue statement of a material fact or omit to state a material
fact necessary to make thestatements made, in light of thecircumstances under which suchstatements were made, not
misleading with respect to the period covered by this report;

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 asof, and for, the
periods presented in this report;

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 I5d-I5(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) for theregistrant and have:

a.

c.

d.

a.

b.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to bedesigned
under our supervision, to ensure that material information relating to theregistrant, including its consolidated
subsidiaries, is made known to usbyothers within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, orcaused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the endof the period covered by
this report based on such evaluation; and

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 1have 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 ofdirectors (orpersons
performing the equivalent functions):

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, summariseand
report financial information; and

Any fraud, whether or not material, that involves management or otheremployees whohave a significant role in the
registrant's internal control over financial reporting.

Date: February 23, 2015 /s/ Vincent Sorgi
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Exhibit 31(c)

CERTIFICATION

I, PAUL A. FARR, certify that:

2.

3.

4.

I have reviewed this annual report on Form 10-K of PPL Energy Supply, LLC (the "registrant") for the year ended
December 31, 2014;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to slate 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;

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;

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(c)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(0and I5d-I5(0) for the registrant and have:

a.

c.

d.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under oursupervision, toensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during theperiod in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
bedesigned under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and thepreparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

Evaluated theeffectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about theeffectiveness of thedisclosure controls and procedures, as of theend of theperiod covered
by this report based on such evaluation; and

Disclosed in this report anychange in the registrant's internal control over financial reporting that occurred during
theregistrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in thecaseof 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 otheremployees who have a significant role in
the registrant's internal control over financial reporting.

Date: February 23, 2015 /s/ Paul A. Fair

ppll0-k20l4 Rnal As Rled.docx Conndential

Paul A. Farr

President

(Principal Executive Officer)
PPL Energy Supply, LLC
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Exhibit 31((1)

CERTIFICATION

I, VINCENT SORGI, certify that:

1. I have reviewed this annual report on Form 10-K of PPL Energy Supply, LLC (the "registrant") for the year ended
December 31, 2014;

2. Based on myknowledge, this report does not contain any untrue statement of a material fact or omit to statea material
fact necessary to make thestatements made, in light of thecircumstances under which suchstatements 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 material respects the financial condition, results ofoperations and cash flows of the registrant asof, and
for, the periods presented in this report;

4. The registrant's other certifying officer and I arc 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(0 and I5d-I5(0) for theregistrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures to be
designed under our supervision, toensure 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, orcaused 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, asof 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, theregistrant'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 thedesign or operation of internal control over financial
reporting which are reasonably likely toadversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management orother employees who have a significant role in
the registrant's internal control over financial reporting.

Date: February 23, 2015 /s/ Vincent Sorgi
Vincent Sorgi
Senior Vice President

(Principal Financial Officer)
PPL Energy Supply, LLC
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Exhibit 31(e)

CERTIFICATION

I, GREGORY N. DUDKIN, ccriify thai:

2.

3.

4.

I have reviewed this annual repon on Form 10-K of PPL Elcclric Ulililies Corporation (the "registrant") for the year
ended December 31, 2014;

Based on my knowledge, this report docs not contain any untrue statement of a material fact or omit to stale 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;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all niaierial respects the financial condition, results of operations and cash flows of theregistrant as of, and
for, the periods presented in this report;

The registrant's othercertifying 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(0 and 15d-15(0) for the registrant and have:

a.

c.

d.

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 thoseentities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control overfinancial reporting to
be designed under oursupervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

Evaluated theeffectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about theeffectiveness of thedisclosure controls and procedures, as of theend of theperiod covered
by this report based on such evaluation; and

Disclosed in this report any change in the registrant's internal control overfinancial 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 auditorsand 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 23, 2015 /s/ Gregory N. Dudkin

ppll0-k2014 Final As Ried.docx Confideniial

Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(0

CERTIFICATION

1, DENNIS A. URBAN, JR., certify that:

I have reviewed this annual report onForm 10-K of PPL Electric Utilities Corporation (the "registrant") for the year
ended December 31, 2014;

Based on my knowledge, this reportdocs not contain any untrue statementof 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;

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 ofoperations and cash flows of the registrant asof, and
for, the periods presented in this report;

The registrant's other certifying officer and 1are 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
(asdefined in Exchange Act Rules 13a-15(0 and 15d-15(0) for theregistrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under oursupervision, toensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to usbyothers within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, orcaused such internal control over financial reporting to
bedesigned under oursupervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the endof the period covered
by this report based on such evaluation; and

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 theregistrant's auditors and theaudit committee of the registrant's board of directors (or
persons performing the equivalent functions):

c.

d.

a. All significant deficiencies and material weaknesses in thedesign or operation of internal control over financial
reporting which arc reasonably likely to adversely affect theregistrant's ability to record, process, summarize and
report financial information; and

b. Anyfraud, whether or not material, that involves management or otheremployees whohave a significant role in
the registrant's internal control over financial reporting.

Date: February 23, 2015 /sJ Dennis A. Urban, Jr.

ppll0-k20l4 Rnal As Fiied.docx Confldeniial

Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal Accounting
Officer)
PPL Electric Utilities Corporation
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Exhibil 31(g)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1. I have reviewed this annual reporton Form 10-K of LG&E and KU Energy LLC(the "registrant") for the year ended
December 31, 2014;

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, andother financial information included in this report, fairly present in
all material respects the financial condition, results of operationsand 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 controlsand
procedures (as defined in Exchange Act Rules 13a-15(c) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to bedesigned
underour supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us byothers 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 forexternal purposes in accordance with generally accepted accounting
principles;

Evaluated the effectiveness of the registrant's disclosure controlsand procedures and presented in this reportour
conclusions about theeffectiveness of the disclosure controlsand procedures, as of the end of the period covered by
this report based on such evaluation; and

Disclosed in this report anychange 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 boardof directors(or persons
performing the equivalent functions):

c.

d.

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which arc 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 23, 2015

ppl10-k20]4 Final As RIed.docx Conridenlial

/s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)
LG&E and KU Energy LLC
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Exhibit 31(h)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1. I have reviewed this annual reporton Form lO-K of LG&E and KU Energy LLC(the "registrant") for the year ended
December 31, 2014;

2. Based on my knowledge, this report does not contain any untrue siaiemcni 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 controlsand
procedures (asdefined in Exchange Act Rules 13a-15(e) and 15d-15(c)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to bedesigned
underour supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within thoseentities, 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
thepreparation of financial statements for external purposes inaccordance with generally accepted accounting
principles;

c. Evaluated theeffectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about theeffectiveness of thedisclosure controls and procedures, as of theend of theperiod covered by
this report based on such evaluation; and

d. Disclosed in this report anychange 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 thecase 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 arc reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whetheror not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: February 23, 2015 /s/ Kent W.Blake
Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)
LG&E and KU Energy LLC
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Exhibit 31(i)

CERTIFICAT!ON

I, VICTOR A. STAFFIERI, ceriify that:

1. I have reviewed this annual report on Form 10-K of Louisville Gas and Electric Company (the "registrant") for the year
ended December 31, 2014;

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(0 and I5d-15(0) 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 1 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.

Dale: February 23, 2015

ppll0-k2014 Rnal As RIed.docx Confideniiai

/s/ Victor A. Siaffieri

Victor A. Siaffieri

Chairman of the Board, Chief Executive Officer and

President

(Principal Executive Officer)
Louisville Gas and Electric Company
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Exhibil310)

CERTIFICATION

I, KENTW. BLAKE, certify that:

1. I have reviewed this annual report on Form 10-K of Louisville Gas and Electric Company (the "registrant") for the year
ended December 31, 2014;

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 1are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(c)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(0 and 15d-15(0) for the registrant and have;

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: February 23, 2015

ppll0-k2014 Hnal As Filcd.docx Confidcniia!

/s/ Kent W. Blake

KentW. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)
Louisville Gas and Electric Company
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Exhibit 3 l(k)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1. I have reviewed this annual report on Form iO-K of Kentucky Utilities Company (the "registrant") for the year ended
December 31, 2014;

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(0 and I5d-15(0) for the registrant and have:

a. Designed such disclosure controlsand procedures, or causedsuch disclosure controlsand 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 thoseentities, 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 providereasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance withgenerallyacceptedaccounting
principles;

c. Evaluated theeffectiveness of the registrant's disclosure controlsand procedures and presented in this reportour
conclusions about the effectiveness of the disclosure controlsand procedures, as of theend of the periodcoveredby
this report based on such evaluation; and

d. Disclosed in this report anychange 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 1 have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditorsand the audit committee of the registrant's boardof 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, summari/x 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 23, 2015

ppll0-k2014 Final As RIed.docx Confideniial

/s/ 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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Exhibil310)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1. I have reviewed this annual report on Form lO-K of Kentucky Utilities Company (the"registrant") for the year ended
December 31, 2014;

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 thecircumstances 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 othercertifying 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 Rules 13a-15(0 and 15d-15(0) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to bedesigned
under our supervision, to ensure that material information relating to theregistrant, including its consolidated
subsidiaries, is made known to usbyothers within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, orcaused 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 endof 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 ofdirectors (orpersons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in thedesign or operation of internal control over financial
reporting which are reasonably likely toadversely 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 23, 2015 /s/ 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 10-K FOR THE YEAR ENDED DECEMBER 31, 2014

In connection with the annual report on Form lO-K of PPL Corporation (the "Company") for the year ended
December 31, 2014, 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 Vincent Sorgi. 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.

Dale: February 23, 2015 /s/ William H. Spcnce
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation

/s/ Vincent Sorgi
Vincent Sorgi
Senior 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 32(b)
CERTIFICATE PURSUANTTO 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. 2014

In connection with the annual report on Form 10-Kof PPL Energy Supply, LLC (the "Company") for the year ended
December 31, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we,
Paul A. Fair, the Principal Executive Officer of the Company, and Vincent Sorgi, 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 informationcontained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: February 23, 2015 /&/ Paul A. Fair
Paul A. Fair

President

(Principal Executive Officer)
PPL Energy Supply, LLC

/s/ Vincent Sorgi
Vincent Sorgi
Senior 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 Companyand 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 ELECTRIC UTILITIES CORPORATION'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2014

In conneciion wiih the annual reporton Form lO-K of PPL Electric Utilities Corporation (the "Company") for the
year ended December 31, 2014, 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 Dennis A. Urban, Jr., the Principal
Financial Officerand Principal Accounting Officerof the Company, pursuant to 18 U.S.C. Section 1350, as adoptedpursuant
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 informationcontained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Dale: February 23, 2015 /s/ Gregory N. Dudkin
Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation

/s/ Dennis A. Urban, Jr.

Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal Accounting Officer)
PPL Electric Utilities Corporation

A signedoriginal of this written statement required by Section906 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 LG&E AND KU ENERGY LLC'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31. 2014

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, 2014, 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 financial
condition and results of operations of the Company.

Dale: February 23, 2015 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ 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 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 LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31,

2014

In connection with the annual report on Form 10-K of Louisville Gas and Electric Company (the "Company") for
the year ended December 31, 2014, as filed with the Securities and Exchange Commission on the dale 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
of2(X)2, 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 informationcontained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: February 23, 2015 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company

A signedoriginal of this written statement required by Section906 has been provided to theCompanyand will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

ppll0-k20l4 Final As Filed.docx Confidential 359



O

o

Exhibit 32(0
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-K FOR THE YEAR ENDED DECEMBER 31, 2014

In connection with the annual report on Form 10-K of Kentucky Utilities Company (the "Company") for the year
ended December 31, 2014, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"),
we, Victor A. Stafficri, 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 Sarbancs-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.

Dale: February 23, 2015 /s/ Victor A. Siaffieri

Victor A. Stafficri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

/s/ 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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PPL CORPORATION AND SUBSIDIARIES

LONG-TERM DEBT SCHEDULE

(Unaudited)

(Millions ofDollars)

Exhibit 99(a)

Interest Maturity

Rate Date December 31, 2014

PPL

U.S.

PPL Capital Funding
Senior Unsecured Notes

69352PAD5 4.200 06/15/2022 $ 400

69352PAE3 3.500% 12/01/2022 400

69352PAG8 1.900% 06/01/2018 250

69352PAF0 3.400% 06/01/2023 600

69352PAH6 4.700% 06/01/2043 300

69352PAK9 3.950% 03/15/2024 350

69352PAJ2 5.000% 03/15/2044 400

Total Senior Unsecured Notes 2,700

Junior Subordinated Notes

69352PAC7 6.700% 03/30/2067 480

69352P202 5.900% 04/30/2073 450

Tola! Junior Subordinated Notes 930

Total PPL Capital Funding Long-term Debt 3,630

PPL Energy Supply
Senior Unsecured Notes 2,193

Senior Secured Notes 45

Total PPL Energy Supply Long-term Debt 2,238

PPL Electric

Senior Secured Notes/First Mortgage Bonds 2,614

Total PPL Electric Long-term Debt 2,614

LKE

Senior Unsecured Notes 1,125

First Mortgage Bonds 3,460

Total LKE Long-term Debt 4,585

Total U.S. Long-term Debt 13,067
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Interest Maturity

Rate Date December 31, 2014
U.K.

Senior Unsecured Notes

USG7208UAB73 3.900% 05/01/2016 460

USG7208UAA90 5.375% 05/01/2021 500

USG9796VAD58 7.250% 12/15/2017 100

USG9796VAE32 7.375% 12/15/2028 202

XS062733322i 5.250% 01/17/2023 1,096

XS0568142482 6.250% 12/10/2040 392

XS0568142052 6.000% 05/09/2025 392

XS0627336323 5.750% 04/16/2032 1.253

XS0979476602 3.875% 10/17/2024 627

XS006I222484 9.250% 11/09/2020 235

XS0280014282 4.804% 12/21/2037 352

XS0496999219 5.750% 03/23/2040 313

XS0I65510313 5.875% 03/25/2027 392

XS04969751I0 5.750% 03/23/2040 313

Total Senior Unsecured Notes 6,627

Index-Linked Notes '

XS0632038666 2.671 % 06/01/2043 173

XS0974143439 1.676% 09/24/2052 105

XS0277685987 1.541 % 12/01/2053 212

XS0279320708 1.541 % 12/01/2056 242

Tola! Index-Linked Notes 732

Total U.K. Long-term Debt 7,359
Total Long-term Debt Before Adjustments 20,426

Fair market value adjustments 18

Unamoriized premium and (discount), net (53)
Total Long-term Debt 20,391

Less current portion of Long-term Debt 1,535

Total Long-term Debt, noncurrent $ 18,856

PPL Enerov SuddIv

Senior Unsecured Notes

69352JAG2 = 5.700% 10/15/2035 $ 300

69352JAH0 6.200% 05/15/2016 350

69352JALI 6.500% 05/01/2018 400

69352JAN7 4.600% 12/15/2021 712

69352JAK3 6.000% 12/15/2036 200

708686CX6 ^ 3.000% 12/01/2038 100

708686CZI 3 3.000% 12/01/2038 50

708686CY4 ' 3.000% 12/01/2037 81

Total Senior Unsecured Notes 2,193

Senior Secured Notes

00I03XAC7 8.857% 11/30/2025 45

Total Senior Secured Notes 45

Total Long-term Debt Before Adjustments 2,238

Q

O
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Fair market value adjustments
Unamorti'/.cd premium and (discount), net

Total Long-term Debt
Less current portion of Long-term Debt

Total Long-term Debt, noncurrcni

PPL Eleclric

Senior Secured Notes/First Mortgage Bonds
524808BM3

524808BL5

70869MAC8 ^

6935IUAF0

6935iUAG8

6935IUAP8

69351UAQ6

69351UAH6/UAK9

6935IUAM5

69351UAN3

6395iUAR4

6935IUAS2

Total Senior Secured Notes

Total Long-term Debt Before Adjustments

Unamoriized discount

Total Long-term Debt
Less current portion of Long-term Debt

Total Long-term Debt, noncurrcnt

LKE

Senior Unsecured Notes

50I88FABI/FAA3

50I88FAD7

50I88FAE5

Total Senior Unsecured Notes

LG&E

First Mortgage Bonds

KU

First Mortgage Bonds
Total Long-term Debt Before Adjustments

Fair market value adjustments
Unamoriized discount

Total Long-term Debt
Less current portion of Long-term Debt

Total Long-term Debt, noncurrent
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Interest

Rate

4.750%

4.700%

4.000%

4.950%

5.150%

3.000%

2.500%

6.450%

6.250%

5.200%

4.750%

4.125%

2.125%

3.750%

4.375%

Maturity
Date

02/15/2027

09/01/2029

10/01/2023

12/15/2015

12/15/2020

09/15/2021

09/01/2022

08/15/2037

05/15/2039

07/15/2041

07/15/2043

06/15/2044

11/15/2015

11/15/2020

10/01/2021

December 31, 2014

(19)

(1)
2,218

^
$ 1,683

108

116

90

100

100

400

250

250

300

250

350

300

2,614

2,614

(12)

2,602

100

2,502

400

475

250

1,125

i,359

2,101

4,585

(1)
(17)

4,567

900

3,667
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LG&E

First Mortgage Bonds
546676AS6

546676AUi

546676AV9

896221AA6

473044BV6

896224AX0 ^

N/A

47302PAA8''

896224AW2 ^

546749AL6 ^

896224AS1 •*

896224AV4

546751AE8 ^

546751AG3 ^

546749AJI ^

546749AK8 ^

Total Long-term Debt Before Adjustments

Fair market value adjustments
Unamorti^ed discount

Total Long-term Debt
Less current portion of Long-term Debt

Total Long-term Debt, noncurreni

KU

First Mortgage Bonds
491674BC0

49I674BE6

49I674BGI/BF3

49I674BJ5

I4483RAH0

896221AC2

587829AC6 ^

14483RAN7 ^

I44838AA7

144838AB5

587824AA1

62479PAA4

144838AC3

I4483RAP2

I4483RAM9

Total Long-term Debt Before Adjustments

Fair market value adjustments
Unamortized discount

Total Long-term Debt
Less current portion of Long-term Debt

Total Long-term Debt, noncurrent
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Interest

Rate

Maturity
Date December 31, 2014

1.625 % 11/15/2015 $ 250
5.125% 11/15/2040 285

4.650% 11/15/2043 250
4.600% 06/01/2033 60

0.230% 09/01/2026 23

1.050% 09/01/2026 27

0.773% 05/01/2027 25

0.220 09/01/2027 10

1.350% 11/01/2027 35

1.350% 11/0I/2027 35

0.240% 08/01/2030 83

0.242 % 10/01/2032 42

1.150% 06/01/2033 31

1.600% 06/01/2033 35

1.650% 10/01/2033 128

2.200% 02/01/2035 40

,359

(I)

(5)
,353

250

,103

1.625 % 11/01/2015 $ 250

3.250% 1 1/01/2020 500

5.125% 11/01/2040 750

4.650% 11/15/2043 250

5.750% 02/01/2026 18

6.000% 03/01/2037 9

0.060% 05/01/2023 13

0.050% 02/01/2032 78

0.250% 02/01/2032 21

0.250% 02/01/2032 2

0.250% 02/01/2032 8

0.250% 02/01/2032 2

0.160% 10/01/2032 96

0.050% 10/01/2034 54

0.030% 10/01/2034 50

2,101

(10)

2,091

250

1,841
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!-!! Jl!"n^'°"'̂ '̂'"8®''" ®specified index, as detailed in the terms of the related indentures(2) The REPS are ^u.red to be put by existing holders on October 15, 20! 5for either (a) puiehase and remariceting by adesignated market dealer or (b)
repurchase by PPLEnergy Supply. o ^ o v /

(.1) Securities arecurrently in a term ratemode.

-^sels. At December 31.2014 theweighted average rate ofihc $183 million of notes at

(5) Securiti« have afioaiing rate of interest that periodically resets. At December 31. 2014 the weighted average rate of the $324 million of notes at KU
WtlS U. 1u%.

(6) No CUSIP - Bonds were remarketed and 100% ofbonds arc held by athird party.
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^ TRANSFER OF ASSETS
w

In June 2014, Trimble County CT Land was transferred from LG&E to KU for $4,075.97.

In October 2014, capital costs of the London Avenue spare transformer from the KU project
on which it was purchased were transferred for $1,148,020.39 to the LG&E project on which

it will be used.
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TNTKRCOMPANY 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 LKS, LKE, and subsidiaries
by the 10'̂ business day of the subsequent month with payment due by the \ business day of
the riKinth.

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) arebilled and settled on a net basis.

Monthly reconciliation and balancing procedures are performed for all entities receiving and
providing intercompany charges to ensure the accuracy ofsuch 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 attributable 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 a service agreement in place to provide rental ofdata center facilities to subsidiaries of
PPL Corporation. 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. Mutual assistance services are
billed by LG&E and KU to PPL Electric Utilities, Inc. and settled through LG&E, KU or LKS.
Sale of goods not readily available from the market are billed by LG&E and KU to PPL Electric
Utilities or PPL Energy Supply and settled through LG&E, KU or LKS.
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INTERCOMPANY POWER SALES AND 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. TheAfter-the-Fact Billing
system (Are) 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
(OSS)). Thestacking is performed based on theenergy costwhere lowest costenergy isallocated
to native load and highest cost energy is allocated to OSS, consistent with thecompanies' 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. It also calculates the split between native load and off-system purchases, and uses the
generation expenses for both companies to calculate the allocation of OSS between the

companies.
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COSTS OF TOINTLY OWNED TRIMBLE COUNTY UNITS

LG&E andKU, together with Illinois Municipal Electric Agency and Indiana Municipal Power
Agency (IMEA & IMPA), jointly own Trimble County Unit 2 (TC2), a 732 MW summer
capacity coal-fired unit. LG&E also owns 75% of Trimble County Unit 1 (TCI), a 511 MW
summer capacity coal-fired unit, with IMEA & IMPA owning the remaining 25%. The
ownership of these two coal-fired units is depicted in the table below.

TCI TC2 TC 2

LG&E -

KU only

LG&E 75.00% 14.25% 19.00%

KU 60.75% 81.00%

Total LG&E 75.00%

and KU

IMEA/IMPA 25.00% 25.00%

Total 100.00% 100.00%

ownership

All capital costs, fuel and operation and maintenance expense charges for TC2 are allocated
among thejoint owners according to their respective ownership percentages, with LG&E's and
KU's allocated 75% charged 81% to KU and 19% to LG&E. All capital costs, fuel and
operation and maintenance expense charges for TCI are allocated among the joint owners
according to their respective ownership percentages, with LG&E charged 75% of the charges.

All capital costs, fuel and operation and maintenance expense charges incurred for both TC2
and TCI are allocated 25% to IMEA & IMPA. LG&E's and KU's combined 75% of these

costs is allocated based on the nameplate ratings and percentage ownership, with 52% charged
to LG&E and 48% charged to KU.
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ALLOCATION OF JOINTLY-USED BUILDINGS AND 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 through sixteenth floor, the eighteenth
floor, the twenty-third floor, and common areas for which LKE 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 (LKC). The operation and maintenance expenses are allocated the same way as
rent for the LG&E Center, which is based on the Number of Employees ratio as described in the

Cost Allocation Manual. Expenses are 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.

.lointlv-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 benefiting 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

Riverport

In addition, the Simpsonville Data Center is a jointly-owned asset (by LG&E, KU and LKC)
which is jointly-used by PPL Services Corporation. Rent is charged to PPL based on the
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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 initially recorded on LKS
and then allocated to LG&E, KU and LKC based on the Number of Employees Ratio as
defined in the CAM.
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COSTS OF JOINTLY OWNED COMBUSTION TURBINES

Simple Cycle Combustion Turbines

LG&E and KU jointly own ten simple cycle 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's Run 13 147 53% 47%

Trimble County 5 157 29% 71%

Trimble County 6 157 29% 71%

Trimble County 7 157 37% 63%

Trimble County 8 157 37% 63%

Trimble County 9 157 37% 63%

Trimble County 10 157 37% 63%

E.W. Brown 5 112 • 53% 47%

E.W. Brown 6 146 38% 62%

E.W. Brown 7 146 38% 62%

Automated allocations of costs using ownership percentagesare 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.
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Capital charges are paid by one ofthe 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 2014, LG&E and KU continued the construction of a 640 MW summer capacity natural
gascombined cycle (NGCC) unit at the Cane Run siteowned by LG&E. This unit (Cane Run
7) is Jointly owned by LG&E (22%) and KU (78%). Capital costs of Cane Run 7 are
allocated according to the 22% LG&E and 78% KU ownership split.

Also, in 2014, LG&E and KU incurred developmental engineering costs associated with the
proposed construction of a 700 MW NGCC plant at the Green River site owned by KU. An
application for a Certificate of Public Convenience and Necessity (CPCN) for the
construction of this unit, to be known as Green River 5, was filed with the KPSC in January
2014. On April 30, 2014, LG&E and KU asked the KPSC to put the application on hold for
90 days to consider the impacts of the wholesale power contract termination notices effective
in 2019 submitted by nine of KU's municipal customers. In August 2014, after weighing the
impacts of the termination notices on future generation plans, LG&E and KU withdrew their
application for the NGCC at Green River 5. The nine terminated contracts total

approximately 320 MW of peaJc demand. Capital costs of Green River 5 were allocated
according to the 40% LG&Eand 60% KU ownership split.
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CASH COLLECTED AND PAID 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 theappearance of one company to customers andsuppliers.

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 Financial Accounting and Analysisdepartment.

As LG&E makes payments to various vendors for purchased power, the disbursement request is
split into the appropriate portions applicable toeach 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 amount 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 monthlyJournal 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 utility 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. Theoash received
and disbursement requests are split into the appropriate portions applicable to eachcompany.

Intercompany receivables andpayables arebilled on the normal billing to the respective company
and settled on the 13^ 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 calculated 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



o

o

o

Intercompany cash settlement. In July 2013, FERC approved an interest rate of the A2/P2
nonfinancial 30 day commercial paper rate published by the Federal Reserve Board on the last
business day of the prior month plus 5 basis points. A monthly journal entry is manually created
to book the intere.st receivable/payable from this calculation.
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CAM Cost Allocation Manual

CCS Customer Care System
FERC Federal Energy Regulatory Commission

HR Human Resources

IT Information Technology

K.PSC Kentucky Public 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

LKE LG&E and KU Energy LLC
LKE Foundation LG&E and KU Foundation

LKS LG&E and KU Services Company
PPL PPL Corporation

PUHCA 2005 The Public Utility Holding Company Act of 2005

SEC U.S. Securities and Exchange Commission

VSCC Virginia State Corporation Commission
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I. INTRODUCTION

PUHCA 2005 slates 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 368 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 CAM is to document the
methods, policies and procedures that LKS will follow in performing 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 LKS costs are fully segregated, and fairly and equitably allocated among the
affiliate companies. LKS 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 commenced
operations January 1, 200). 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.
LKE has five direct subsidiaries: LG&E, KU, LKC, LEM and LKS. LKE has an affiliate
relationship with LKE Foundation due to overseeing all operations of the foundation.

LKE 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 PUHCA 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.



o

o

o

Page 5 of 27

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.

SERVICE COMPANY

LKS, a Kentucky corporation, is a centralized service company registered under PUHCA 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 commencing operation January
1, 2001. LKS is the service company for affiliated entities, including LKE, LG&E, KU, LKC
and LEM and provides a variety of administrative, management, engineering, construction,
environmental and support services. LKS provides its services at cost, as permitted under
PUHCA 2005.

Development of the LKS 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 LKS
organization. In many respects, employees working in typical finance, administrative and
general, management and other support departments are fully subject to LKS organizational
placement.

Many operational employees dedicated to providing a service to Just one affiliate, by definition,
are not subject to LKS placement. However management and support staff overseeing the
business activities of more than one of these operational groups are subject to LKS placement.

On September 30, 2010, LKS 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 Internal Revenue Code, makes charitable contributions to qualified entities.

LKC is a holding company for other LKE non-utility businesses which are generally inactive
from an operational standpoint, but have certain remaining support or contingent business
obligations.

LEM is an inactive non-utility company.

LKS 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 LKS, as a service company to provide services for affiliated companies. LKS and
affiliatedcompanies (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 TV of the CAM.

At formation, certain LG&E, KU and LKE employees became employees of LKS 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 permit pricing at fair-
market value. The provisions included in contracts or service agreements govern transactions
between LKS and 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 lax 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 providingentity to the general public in the
normal course of business (i.e. the price at which a rea.sonable buyer and a reasonable
seller are willing to transact in the normal course of business).
Cost - The charge used for transactions with affiliates for which no tariff rate or fair
market value is applicable. LKS follows the definition of cost defined in PUHCA 2005.

IV. 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
indirectly attributablecosts for these services, when necessary. Note that a departmental charge
ratio may also be used for any service with indirectly attributable costs, but only if the use of the
cost assignment method for the service would not result in the fair assignment of costs.
Detailed descriptions of cost assignment methods are provided in Section V. Also see section V

for definitions of directly assignable, directly attributable and indirectly attributable. The cost
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O assignment methods in the table below should be used only when costs ofagood or service
cannot be directly assignable or directly attributable.

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)
Infrequent - Provided as requested on an irregular basis (i.e., several times per year)

Definitions of Primary AfTiliates

All charges by LKS 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

o

o



o

Service

Customer and Customer-Related Services

Cuslomcr Service

Sales and Marketing

Economic Development and Major

Accounts

Meter Reading Services

Cash Remittance

Billing Integrity

Energy Efftciency

o

Description

Providing call center and customer communication

services for both electric and gas customers.

Providing programs for establishing strategies,

oversight for marketing, sales and branding of utility

and related services, and conducting marketing and

sales programs for economic development and demand

side management.

Maintaining community development, partnerships

with state, regional, and local economic development

allies, and customized products and services.

Providing meter reading and meter data services,

including maintaining inventory, quality and

environmental issues, policy and standards, technical

support, and logistics.

Providing remittance processing, customer payments,

and collection services.

Administering and providing customer billings and

credit reviews.

Providing energy efficiency programs to residential

and commercial customers to encourage

implementation of energy saving measures.

Assignment Method Frequency

Number of

Customers Ratio

Number of

Customers Ratio

Number of

Customers Ratio

Number of Meters

Ratio

Revenue Ratio

Number of

Customers Ratio;

Number of Meters

Ratio

Number of

Customers Ratio

Ongoing

Frequent

Frequent

Ongoing

Ongoing

Ongoing

Ongoing

o
Page 8 of 27

Primary

Affiliate

R

R



o

Service

Smart Grid Strategy

Field Services

CCS Retail Business Readiness

Power Production and Generation Services

Project Engineering

System Laboratory

Generation

o

Description Assignment Method Frequency

Providing leadership and direction for smart meter and Number of
smart grid strategy development, investment and Customers Ratio
decision analysis to support value-added infrastructure

deployments.

Completing customer requested service orders

generated through Residential Service Center, Business

Service Center, KU Business Offices, Billing Integrity

and Meter Assets. Supporting Meter Shop activities

and Public Safety Response Team needs.

Providing end user support services, development and

capture of business metrics and development, and

delivery of training for the Company's CCS.

Coordinating and managing all major generation

construction.

Providing system laboratory services to the generating

stations.

Providing centralized, fleet-wide technical expertise

for generation asset management, technical guidance

for various functional initiatives and coordination of

operational research and development.

Number of Meters

Ratio

Number of

Customers Ratio

Generation Ratio

Total Utility Plant

Assets Ratio

Total Utility Plant

Assets Ratio

Ongoing

Ongoing

Ongoing

Infrequent

Ongoing

Ongoing

o
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Primary

Affiliate

R

R

R

R



o

Service

Gcncraiion Services and Safety

Fuel Procurement

Project Devclopnicnl

Transmission Operations & Services

Strategy, Reliability and Tariffs

Operations and Construction

o

Description

Providing management services and oversight to

Energy Services, including Power Generation, Safely,

and Technical Training.

Procuring coal, natural gas, oil and other bulk materials

for generation facilities and ensuring compliance with

price and quality provisions of fuel contracts.

Providing project development services to identify and

develop potential future sources of energy and capacity

to meet the Company's power supply needs.

Providing transmission system reliability planning and

identifying current and future upgrades that are needed

to maintain reliability. Providing facility ratings,

drawings and reliability metrics. Coordinating and

managing transmission tariffs and agreements with

outside parties for use of the transmission system.

Coordinating and managing all maintenance and

capital upgrades to transmission substations.

Coordinating and managing all maintenance and

capital upgrades to the transmission lines. Providing

transmission system control center services. Managing

and maintaining the Energy Management System.

Coordinating and managing the balance between

scheduled transmission usage and actual transmission

usage by other companies.

Assignment Method Frequency

Total Utility Plant Ongoing

Assets Ratio; Total

Utility Electric Plant

Assets Ratio

Contract Ratio; Ongoing

Generation Ratio

Total Utility Plant Ongoing

Assets Ratio

Transmission Ratio Ongoing

Transmission Ratio;

Total Assets Ratio;

Total Utility Plant

Assets Ratio;

Ongoing

o
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Primary

Affiliate

R

R



o

Service

Reliability and Compliance

Energy Supply and Analysis Services

Energy Marketing

Market Forecasting

Load Forecasting

Generation Planning and Analysis

Distribution Operations Services

Network Trouble and Dispatch

Electric Engineering

o

Description Assignment Method Frequency

Ensuring that the Transmission Department is

complying with all applicable regulatory standards.

Transmission Ratio Ongoing

Providing market services to take advantage of the Generation Ratio

highest excess generation prices in the open market.

Providing management services for financial forecasts Generation Ratio

of the utility market.

Providing short- and long-term load forecasting

services.

Generation Ratio

Providing short- and long-term generation planning Generation Ratio

services

Providing dispatch services, reporting outage situations Number of
and coordinating restoration. Customers Ratio

Providing development engineering and construction

standards, distribution system planning and analysis,

substation construction project management and

telecommunications systems design and analyses.

Total Assets Ratio

Ongoing

Frequent

Frequent

Ongoing

Ongoing

Ongoing

o
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Primary

Affiliate

R

R

R



o

Service

Distribulion Asset Management

Forestry

Distribution IT

Substation Construction and

Maintenance

Financial Planning and Budgeting Services

Budgeting

Financial Planning

o

Description

Leading management and investment decisions

regarding distribulion assets, including resource

allocation, developing uniform standards and

procedures, determining performance targets and

managing assets information and data.

Providing vegetation and tree management.

Providing services associated with existing end user

tools and related productivity software.

Providing engineering and design services for

substation construction, maintenance and operations

areas.

Providing services related to managing, coordinating

and reporting for the budgeting and forecasting

process.

Providing financial planning and forecasting,

investment analysis and investment planning reporting.

Assignment Method Frequencv

Number of

Customers Ratio;

Total Assets Ratio

Total Assets Ratio

Number of

Employees Ratio;

Total Assets Ratio

Ongoing

Frequent

Frequent

Total Utility Plant Frequent

Assets Ratio

Revenue, Total Frequent

Assets and Number

of Employees Ratio;

Transmission Ratio;

Generation Ratio;

Number of

Customers Ratio

Revenue, Total Frequent

Assets and Number

of Employees Ratio

o
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Primary

Affiliate

R



o

Service

Controller Organization Services

Accounting and Reporting

Property Accounting

Revenue Accounting

Corporate Tax and Payroll Organization Services

Payroll

Tax Accounting, Compliance and

Reporting

o

Description

Providing accounting and reporting in conformity with

U.S. Generally Accepted Accounting Principles

(GAAP) and the FERC Uniform System of Accounts

(USofA), accounting research and interpretation and

promulgation of accounting and internal control

procedures, performing U.S. GAAP general ledger

account and project analyses, reconciliations and

consolidation, internal and external financial reports,

and business and financial system support and

consultation.

Maintaining, analyzing and reporting related to

property records.

Managing and analyzing internal and external revenue

reporting.

Providing payroll services including the managing of

payroll systems.

Preparing consolidated and subsidiary federal, state

and local income tax returns; current and deferred tax

accounting; utility gross receipts lax; sales/use lax;

property lax; LKE Foundation returns; and supporting

roles for project development and tax legislation.

Assignment Method Freauencv

Revenue, Total

Assets and Number

of Employees Ratio

Total Utility Plant

Assets Ratio

Revenue Ratio

Number of

Employees Ratio

Revenue, Total

Assets and Number

of Employees Ratio

Ongoing

Ongoing

Ongoing

Ongoing

Ongoing

o
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Affiliate



o

Service

Audit Services

Audit Services

Sarbanes-Oxley Compliance Services

Sarbanes-Oxley Compliance

Treasury Services

Treasury and Corporate Finance

Risk Management

Credit Administration

o

Description

Providing independent and objective assurance along

with consulting services and internal controls system

review.

Providing coordination, implementation and

maintenance of the Company's program for

compliance with the Sarbanes-Oxley Act of 2002.

Providing management and monitoring of cash flows

including review and acquisition of business entity

cash requirements and procurement of short-term

financing and credit lines. Providing overall finance

options including evaluating new financing vehicles

and instruments, analyzing existing financing

positions and raising long-term funds for all entities.

Managing outside providers of risk services comprised

of providing insurance and assisting affiliated entities

in managing property and liability risks including

claims, security, environmental, safety and consulting

services.

Providing management of credit risk for wholesale

energy sales and major vendors.

Assignment Method Freguencv

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

Generation Ratio

Ongoing

Ongoing

Ongoing

Ongoing

Ongoing

o
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o

Service

Energy Markcling Trading Conlrols

Supply Chain and Logistics Services

Supply Chain

Accounts Payable

o

Description

Performing reporting on the trading portfolios.

Performing validation of significant transactions,

valuation algorithms, ensuring trading system security

and testing trading system enhancements.

Maintaining and analyzing the supplier base and

performing supplier selection activities including

contract negotiations and ongoing compliance.

Providing order management, materials handling and

logistics and inventory management services.

Providing order management and general field

support services for system maintenance, developing

and monitoring of key performance metrics,

supplying day to day variance and reconciliation

reporting services and performing supplier

certification services. Identifying qualified minority

and women owned businesses that are able to

participate in competitive bidding opportunities,

perform on-going work and ultimately become key

suppliers to LKE and subsidiaries.

Processing payments for purchase orders, check

requests, employees' expense reimbursements, etc.,

and providing ad-hoc research and analysis.

Assignment Method Frequency

Generation Ratio

Non-Fuel Material

and Services

Expenditures Ratio

Number of

Transactions Ratio;

Non-Fuel Material

and Services

Expenditures Ratio

Ongoing

Ongoing

Ongoing

o
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o

Service

IT Services

IT Security and Compliance

o

Description

Providing services associated with non-project

management, security and administrative support. This

function includes developing and administering

security policies and procedures. Providing services

associated with compliance activities and security

related administration support. This function includes

development, implementation and on-going

compliance activities for the NERC Critical

Infrastructure Protection (CIP) Program.

Assignment Method Frequency

Number of

Employees Ratio

Ongoing

IT Applications and Customer Services Providing services associated with each of the e.xisting Number of Ongoing

IT Infrastructure and Operations

applications that IT provides to the business (Oracle

Applications. PeopleSoft, etc). These services include

costs incurred related to application license fees and

application support costs. Providing services

associated with existing end user tools and related

productivity software; Providing end user support

services, development and capture of business metrics

and development, and delivery of training for the

Company's CCS.

Providing services related to the corporate-wide shared

computing infrastructure, including servers, storage

and data center operations. Providing services related

to all corporate-wide network capabilities including

wide area transport networks, local area networks,

wireless networks, telephone systems,

telecommunications for SCADA and two-way radio

systems. Providing services related to a number of

Employees Ratio

Number of

Customers Ratio

Number of

Employees Ratio

Ongoing

o
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AfTiliate



o

Service

IT Business Services

o

Description

enterprise applications including e-mail, SharcPoint,

instant messaging and others.

Providing services including Business Relationship

Management, IT Project Management, IT

Requirements, IT Testing and IT Service Management.

Compliance, Legal, and Environmental Affairs Services

Legal Providing various legal services for all affiliated

entities including in-housc counsel and staff assistance

in the areas of, among others, corporate and securities

law, employment law, energy, public utility and

regulatory law, contract law, litigation, environmental

law and intellectual property law, evaluating legal

claims and managing legal fees for outside counsel.

Assignment Method Frequency

Number of

Employees Ratio

Revenue, Total

Assets and Number

of Employees Ratio

Ongoing

Ongoing

Compliance Providing various compliance services for all affiliated Number of Ongoing

Environmental Affairs

entities including compliance assessment and risk

management,'code of conduct, anti-fraud, ethics,

helpline management and Critical Infrastructure

Protection (CIP) Compliance.

Providing management services related to performing

analyses, monitoring and advocacy of regulatory and

legislative environmental matters including securing of

permits and approvals, providing environmental

technical expertise, environmental compliance and

representing the Company in industry groups and

before regulatory agencies dealing with environtnenlal

issues.

Employees Ratio;

Total Utility Plant

Assets Ratio

Electric Peak Load

Ratio

Frequent

o
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Affiliate
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Service Description

Regulatory Affairs and Government Affairs Management Services

Regulatory Affairs

Governmenl Affairs Management

Providing management services for compliance with

all 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.

Maintaining relationships with government policy

makers and conducting lobbying activities.

Corporate Communications and Public Affairs Management Services

Internal Communications

External and Brand Communications

Public Affairs Management

Providing employee and customer-directed

communications including company intranet/internet,

employee newsletters, announcements, speeches,

graphic design, presentations and customer newsletters

and bill inserts.

Providing all administrative and management support

for external communication services, brand image

management and corporate events.

Providing community relations functions,

communicating public information to local

organizations and providing oversight for

communications to employees.

Assi2nment Method Frequency

Revenue Ratio

Revenue Ratio

Number of

Employees Ratio

Ongoing

Frequent

Frequent

Number of Frequent

Customers Ratio;

Revenue, Total

Assets and Number

of Employees ratio;

Revenue, Total Frequent

Assets and Number

of Employees Ratio
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Service

Operating Services

Facilities and Buildings

Security

Production Mail

Document

o

Pescrintion

Providing building and grounds maintenance including

coordination of office furniture and equipment

purchases/leases, space utilization and layout, and

building code and fire protection services.

Providing security personnel, security and monitoring

devices for all affiliated entities.

Providing production mail services for customer bills

and other large customer mailings.

Providing document printing, reproduction services

including mail delivery, scanning, off-site storage and

document service desk support.

Process Management and Performance Provide business process improvements, operational

performance measures, benchmarking studies, and rate

case analysis for all of Customer Service.

Right-of-Way Obtaining and retaining easements or fee simple

property for placement and operation of company and

affiliate equipment as well as managing real estate

assets and maintaining real estate records.

Assignment Method Frequency

Number of

Customers Ratio;

Number of

Employees Ratio

Number of

Employees Ratio

Number of

Customers Ratio

Number of

Employees Ratio

Number of

Customers Ratio

Number of

Customers Ratio

Ongoing

Ongoing

Ongoing

Ongoing

Ongoing

Ongoing

o
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o

Service

Transportation Services

Transportation

HR Services

HR Compensation

HR Benefits

Other HR Services

o

Description

Providing and operating transportation fleet for ail

affiliated companies including developing fleet policy,

administering regulatory compliance programs,

managing repair and maintenance of vehicles and

procuring vehicles

Providing services relating to the establishment and

oversight of compensation policies for employees.

Providing services relating to the establishment and

oversight of benefits plans for employees, retirees and

survivors. This also includes vendor management,

compliance with various laws and regulations,

administrative vendor billings and maintenance of all

personnel records.

Providing initiatives and programs designed to support

the company's diversity strategy, with an emphasis on

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. Providing initiatives and programs

designed to support personal and professional growth,

with an emphasis on employee and leadership training,

Assignment Method Frequency

Number of

Employees Ratio

Number of

Employees Ratio

Number of

Employees Ratio

Nutiiber of

Employees Ratio

Ongoing

Frequent

Frequent

Frequent

o
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Service

Hcallh and Safely

Executive Management Services

Executive Management

o

Description

individual and career development, performance

management, coaching, mentoring, succession

planning and employee engagement Providing
communication and oversight for union matters,

negotiation of union contracts and union dispute

resolution services.

Providing services relating to the establishment and

oversight of health and safety policies for employees.
Providing training services on technical and safety
matters primarily for the Energy Delivery and Energy
Services businesses.

Providing executive leadership to the corporation, the

cost of which is comprised of the compensation and

benefits of the corporate officers and executive

assistants.

Assignment Method Frequency

Number of

Employees

Ratio

Generation Ratio;

Number of

Customers Ratio;

Number of

Employees Ratio;

Revenue Ratio;

Revenue, Total

Assets and Number

of Employees Ratio;

Total Assets Ratio;

Total Utility Plant

Assets Ratio;

Transmission Ratio

Frequent

Ongoing

o
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0 V, COST ASSIGNMENT METHODS
OVERVIEW

The costs of services provided by LKS 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 costof providing the service.

Directly Assignable - Expenses incurred for activities and services exclusively for the
benefit ofone affiliate. In many respects, these types ofexpenses relate to non-LKS
employees that perform dedicated services to one affiliate, although LKS 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 ofcosts causation.

Indirectly Attributable - Expenses incurred for activities and services that benefit more
than one affiliate and which can be apportioned using general measures ofcost causation.

Vnattributable - Expenses or portions thereof incurred for activities and services that
have been determined as not appropriate for apportionment. The unattributable portions
ofthese 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.

ASSIGNMENT METHODS

LKS will allocate the costs ofservice among the affiliated companies using one ofseveral
methods that most accurately distributes the costs. The method of cost allocation varies based on
the department rendering the service. Any ofthe methods may be adjusted for any known and
rea.sonably 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 LKS are
as follows:

Contract Ratio - Based on the sum of the physical amount (i.e. tons ofcoal, mmbtu of natural
gas) ofthe contract for coal and natural gas fuel burned for the immediately preceding twelve
consecutive calendar months, the numerator ofwhich 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 1" of the following calendar year,
and charges todate will be reallocated for any significant changes in the ratio from that used in
the prior year.

Departmental Charge Ratio - Aspecific LKS department ratio based upon various factors. The
departmental charge ratio typically applies to indirectly attributable costs such as departmental
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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 and maintenance costs, retail
energy sales, charitable contributions, generating plant sites, average allocation of direct reports,
net book value ofutility plant, total line ofbusiness 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 1" 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 ofthe 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 iscalculated on an annual basis. Any changes in the ratio will bedetermined no later
than May I" 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.

Generation Ratio - Based on the annual forecast of megawatt hours, the numerator of which is
for an operating company and the denominator ofwhich 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 P' 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 tosuch 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 I" 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 ofCustomers Ratio - Based on the number of retail electric and/or gas customers.
This ratio will be determined based on the actual number ofcustomers at the end ofthe previous
calendar year. In some cases, the ratio may be calculated based on the type ofcustomer 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 P' 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 ofemployees benefiting from the
performance ofa service. This ratio will be determined based on actual counts ofapplicable
employees at the end of the previous calendar year. Atwo-step assignment methodology is
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utilized to properly allocate LKS 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 LKS). For the second step, the ratio of LKS 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. In some cases, the ratio may be calculated based on the number of employees at aspecific
location for the first step with the ratio of LKS to total employees being allocated based on labor
hours of the employees at the specific location. This ratio is calculated on an annual basis. Any
changes in the ratio will be determined no later than May U' 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 customer
classes within the system for the immediately preceding twelve con.secutive calendar months.
The numerator is equal 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 annual basis. Any changes in
the ratio will be determined no later than May P' 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 number of transactions occurring in the
immediately preceding twelve consecutive calendar months, the numerator of which is for an
operating company and the denominator ofwhich is for all operating companies. The
Controller's organization is responsible for maintaining and monitoring specific product/service
methodology documentation for actual transactions related to LKS billings. This ratio is
calculated on an annual basis. Any changes in the ratio will be determined no later than May P'
of the following calendar year, and charges to date will be reallocated for any significant changes
in the ratio from that u.sed in the prior year.

Revenue Ratio —Based on the sum ofthe revenue for the immediately preceding twelve
consecutive calendar months, the numerator ofwhich 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 P'ofthe 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 ofEmployees Ratio —Based on an average ofthe
revenue, total a.ssets and numberof employees ratios. 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 P'ofthe 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. In the event of
joint ownership ofaspecific asset, asset ownership percentages are utilized to assign costs. The
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numerator is the total assets for each specific company at the end ofthe 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 calculated on an annual basis. Any changes in the ratio
will be determined no later than May P' 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 Utility Plant Assets Ratio - Based on the total utility plant assets at year end for the
preceding year, the numerator ofwhich is for an operating company and the denominator of
which is for all operating companies. In the event ofjoint ownership ofaspecific asset,
ownership percentages are utilized to assign costs. This ratio is calculated on an annual'basis.
Any changes in the ratio will be determined no later than May U' 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.

Transmission Ratio -The Transmission Coordination Agreement (TCA) provides "the
contractual basis for the coordinated planning, operation, and maintenance of the combined"
LG&E and KU transmission system. Pursuant to the terms of the TCA, LG&E/KU "operate
their transmission systems as a single control area." The TCA establishes cost and revenue
allocations between LG&E and KU. The Transmission Ratio is based upon Schedule A
(Allocation of Operating Expenses of the Transmission System Operator) of the TCA.
Transmission System Operator Company allocation percentages are calculated during June of
each year to be effective July Isi ofeach year using the previous year's summation of the
Transmission Peak Demands as found in FERC Form 1for Kentucky Utilities Company (KU)
and Louisville Gas & Electric Company (LG&E) page 400 line 17(b).

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 ofvehicles and procuring vehicles. Such rates are applied based on the specific
equipment employment and the measured usage ofservices 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.

Ownership Percentages - Based on the contractual ownership percentages ofjointly-owned
generating units, information technology, facilities and other capital projects. This ratio is
updated as a result of a new jointly-owned capital projects and is based on the benefit to the
respective company. The numerator is the specific company's forecasted usage. The
denominator is the total forecasted usage of all respective companies.
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VI. TIME DISTRIBUTION, BILLING AND ASSET TRANSFER
POLICIES

OVERVIEW

LKS utilizes Oracle orother 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 serviceand therefore can
be identified for billing purposes as well as for preparation of LKS 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 LKS 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. LKS is authorized to act as payment and billing agent on behalf of KU.

ASSET TRANSFERS

Unless otherwise permitted 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 regulated 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.

TIME DISTRIBUTION

LKS 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.
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Positive Time Reporting

Positive time reporting or direct lime reporting reqiiires 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 ofcosts is on various source documents, including the timekeeping system
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 timekeeping system, which upon completion, is approved by the
employees' immediate supervisor.

Allocation Time Reporting

Allocation time reporting allows for certain departments toset up a predefined allocation
percentage toaffiliated company project/tasks. This is typically the case when the department is
transaction-based, therefore, performing 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 ofallocation percentages should be derived
from or bear relationship toan empirical analysis of a prior representative period. These
allocation percentages are reviewed on an annual 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 must be
entered into the timekeeping system.

400001.146244/1046479.2
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Mr. Joel H. Peck, Clerk
Virginia State Corporation Commission
Document Control Center

1300 East Main Street

Tyler Building - First Floor
Richmond, Virginia 23219

April 30, 2015

RE: Joint Petition of PPL Corporation, E.ON AG, E.ON US Investments
Corp., E.ON U.S. LLC and Kentucky. Utilities Company d/b/a Old
Dominion Power Company for Approval of an Acquisition of
Control of Utilities (Case No, PUE-2010-00060)

and

Kentucky Utilities Company, d/b/a Old Dominion Power, For
Approval of Affiliate TVansactions in Connection with Transfer of
Ownership and Control and Restructuring and Refinancing of Debt
Pursuant to Chapter 4 of Title 56 of the Code of Virginia (Case No.
PUE-2010-00094)

Dear Mr. Peck:

Pursuant to Commission's Orders in the aforementioned cases, Kentucky
Utilities Company ("KU"), cVb/a Old Dominion Power Company, ("ODP"),
(collectively "the Companies") hereby enclose an original and two (2) copies of
KU's, Annual Report ofAffiliate Transactions for the calendar year January 1,
2014 through December 31, 2014 as specifically mentioned in Ordering
Paragraph No. 15 of the Commission's Order, dated October 19, 2010, in Case
No. PUE-2010-00060. Also, enclosed are Annual Detailed Reconciliations as
specifically mentioned in Paragraph No. 10 of the Commission's Order, dated
October 19, 2010 in Case No. PUE-2010-00094 for the 2013 tax year. The

1 12

Old Dominion Power

Company

State Regulation and Rates

220 West Main Street

PO Box 32010

Louisville, Kentucky 40232
www.lge-ku.com

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

F 502-627-3213

rick.lovekampQlge-ku.com



o

o

Mr. Joel H. Peck

April 30, 2015

Companies consider confidential the infoitnalion in the Annual Detailed
Reconciliations and asks that this information be withheld from public disclosure
and be afforded the same protections afforded confidential information in formal
proceedings. The information for which KU is seeking confidential treatment is
not known outside of the Company, and it is not disseminated within KU except
to those employees with a legitimate business need to know the information.

Additionally, as specifically mentioned and under the authority granted in
Ordering Pai'agraph No. 5 of the Commission's Order, dated February 14, 2014,
in Case No. PUE-2013-00130, the Companies are submitting an attachment to
Exhibit VASCC-2B that quantifies the annual impact of the change in the
assignment methods for 2014 under the Cost Allocation Manual.

Lastly, the Companies are simultaneously submitting a copy of this Annual
Report ofAffiliate Transactions to the Commission's Director of Public Utility
Accounting.

Please confirm your receipt of this filing by placing the File Stamp of your office
on the enclosed extra copy and returning it to KU in the enclosed, self-addressed
envelope. If you have any questions, please contact me or contact Don Harris at
(502) 627-2021.

Sincerely,

c -

Rick E. Lovekamp

cc: Susan D. Larsen, Director, VSCC Division of Public Utility

212
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Exhibit VASCC • 1

Exhibit VASCC - 1A

Exhibit VASCC - IB

Exhibit VASCC - 1C

Exhibit VASCC-ID

Exhibit VASCC-1E

Exhibit VASCC - IF

KENTUCKY UTiLiTIES COMPANY

EXHiBiT INDEX

FOR THE PERIOD JANUARY 1, 2014 - DECEMBER 31, 2014

LG&E and KU Sen/ICQS Company intercompany Cost
Attribution Matrix (KU Provider of Services)

Annual Report of AffiliateTransactions with
Louisville Gas artd Electric Company(LG&E)

Annual Report of Affiliate Transactions with
LG&E and KU Services Company

Annual Report of Affiliate Transactions with
LG&E and KU Services Company (LG&E and KU Capital LLC)

Annual Report of AffiliateTransactions with
LG&E and KU Services Company(LG&E and KU EnergyLLC)

Annual Report of Affiliate Transactions with
PPL Energy Funding Corporation, on behalf of PPL Electric Utilities Corporation

Annual Report of Affiliate Transactions with
LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf of PPL Services Corporation)

Exhibit VASCC -2 LG&E and KU Services Company Intercompany Cost
Attribution Matrix (KU Recipient of Services)

Exhibit VASCC- 2A Annual Report of Affiliate Transactions with
Louisville Gas and Electric Company (LG&E)

Exhibit VASCC - 2B Annual Reportof Affiliate Transactions with
LG&E and KU Services Company

Exhibit VASCC - 2C Annual Reportof Affiliate Transactions with
LG&E and KU Services Company(LG&E and KU Capital LLC)

Exhibit VASCC - 20 Arvrual Report of Affiliate Transactions with
LG&E and KU Services Company(LG&E and KU Capital LLC)

Exhibit VASCC• 2E Annual Report of Affiliate Transactions with
LG&E arxf KU Sen/ices Company (PPL Energy Funding Corporation, on behalf of PPL Senrices Corporation)

ExhibitVASCC- 2F Annual Report of Affiliate Transactions with
LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf ofPPL Services Corporation)

ExhibitVASCC- 2G Annual Report of Affiliate Transactions with
LG&E and KU SenricesCompany (PPL Energy Funding Corporation, on behalf of PPLCorporation)

ExhibitVASCC- 2H Annual Report of Affiliate Transactions with
LG&E and KU SenricesCompany (PPL Energy Funding Corporation, on behalf of PPLCorporation)

Exhibit VASCC- 21 Annual Report of Affiliate Transactions with
LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf of PPL Energy Supply, LLC)
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KU Prevldcr of S«Mc« (R«c*^bl«s)

VASCC-1by Month and CAM Catefory

o o

Operatiem Orxanizadon JAN-2014 FEB-2014 MAR-2014 APft-2014 MAY-2014 JUN-2014 Afl-2014 AUG-2014 5EP-2014 Oa-2014 NOV-2014 0£C-2bl4 GrarsdTeol

Compliance, lepl. and Envlronmantal AffairsServices (260638) 27L63 130435 313.39 33836 635.31 496.07 440.68 384.25 51261 2649.17
Corporate Tax arul PayToll Ortanltatlon Services 3212S.40 S.42249 1732439 2.033.4S9.62 4.489.62 4,004.62 432208 24.108.60636 3342377.90 4337.34 5.097.97 10352769.46 40,714,637.65
Customer and Customer-Related Services 64,9S6.83 459274 3.414.42 3.90210 14133S.95 25.668.93 240303.69 115,158.21 220373.48 136,860.96 23,64837 (14.058.79) 967.155.89
Oistributlen Operatlortf Services 62120.02 240,909.90 34.716.01 (1934264) 4,18838 13356.70 60,46734 52387.93 84,13268 36315.25 36.350.75 14,74200 620343.42
Etscrty Supply and Artalyslt Services 2740.79838 1.695,811.66 1.398.036.71 34,777.11 953.713.97 207S318.77 767,35332 915,47931 2140.11732 132039438 595.148.89 274383.83 12311334.1s
Executive Manatemem Services 14.17S.43 12372.31 11368.92 39315.11 9.983.25 14538221 6346.17 5.176.41 78.26836 7.90284 40,069.13 (16365.48) 35339291
KR Services 221ES.4S 25344.76 22340.41 27.963.40 20,947.07 20.41035 2036133 17,76831 17346.35 19,17335 1538839 59.785.10 29039637
IT Services 149330.60 124,25437 126370.15 140.684.02 125,830.48 171.47730 145379.43 107,790.26 122334.67 107,187.17 169378.66 16933936 2660357.77
Operating Services 4,13240 12207299 2S373.92 0.64 58.420.93 10.73 24.00 1138831 894.70 131937 16,170.79 239,408.18
Power Production and Generation Services 3372.912.53 831832030 43S8.133.79 S.6429S5.67 4,017322.30 2707,51339 2426.903.48 2373.453.91 89837836 5385.04266 2.99833261 2353313.67 44,452937.67
ReBubtory Affairs and Government Affairs Manaierrtent Services 16S.65 222.06 138732 1,00838 225.99 (877.11) 177.21 204.76 4233632 20331 40633 225.63 45,7873S
Supply Chain and Lofistics Services 4436 787.64 13230 2.036.47 572U 35249 549.92 33738 (5305.61) 12655.86 10,713.22
Trartsmisslon Operations & Services SS9.70432 67S.907.22 44436278 83281261 363.29131 355.722.67 383,818.11 (60.633.37) 206,74531 130836636 95.634.80 206,468.72 5373.19244
Trartsportatlon Services 3020C (6.23) 96.46 (53137) 458.12 35435 67283

Treasury Services 1.842979.83 2.8473S0.3S 360,095.00 2109.617.64 2171.047.76 722046.18 334731285 2381300.94 5,080,804.61 1322616.24 4325.786.64 S.471,220.41 32181308.45
Corporate Comntunicatlorts and Public Affairs Martaiement Scrvlcet (3,13235) 3,043.35 90235 81235

Grand Total 93)62307.62 - 14373368.92 633S.72134 9346/^432. 6313.419.67 5301.148.70 6302736.11 30.420.11^^ U34831043 1031932i92 830239535 1939835237 13832634932

R«f«r to th« IG&Eand KUSarvicat Coft Alloeation Manual filad urithin for a dateriptlon ef Mtvkai, the nature and frepueney of services prwided, cost apportionment rnethodolofv. and methods.

Exhibit KO.VA5CC-1A

Exhibit No. VASCC-IB

Exhibit No. VASCC-IC

ExhiUt No. VASCC-10

Exhibit No. VASCC-IE

Exhibit No. VASCC-IE

96.973^2635

731.9d7.01

130.122.23

40.621.029.08

149.231.72

220.49293

S 138,826.34932

Exhibit No. VASCC-1
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ExNbIt No. VASCC-1A
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LOUISVILLE OAS AND ELECTRIC COMPANY

January 1,2014 • December 31,2014

No. 10 Kentucky Uinttles Company,d/b/a/Old Dominion PowerCompany,shallmean Annual Reportol AtlDlale TranaacUons
undertakenwithLoUsvUle Qas and Electric Companyand LQ&E and KU Services Companywlih the Director ol
Public Utility Accounting ol theCommission bynolaterthanMay 1 ol each year,lorthe preceding calendaryear,
beginning li^ 1,1099. Such report should Include the followtng Information:
t) allllate'e rrame;
2) descrtpUonol each aftlOate arrangement/agreenrent;
3) daiee ol each alllOate arrangemenl/agreemenl;
4) totaldoQaramount ol each alfillaiearrangement/agreement;
5)componentcosts ol each arrangement/agceemenl wtrere services are providedtoan aimiate (I.e.,direct^ndlrecl

labor,Irtngebenellts, travel/housing, materials, supptes. Indirect miscellaneous expenses, eguipmenl/lacilitles
charges, and overtreads);

6) prollt componentol each arrangement/agreement wheresen/Ices are provided toan aftUaleand howsuch
component Is determined;

7) comparablemarketvalues and documentation relatedto each arrangemenVagreement;
6] percent/dollar amountol each allUlate arrangemenl/agreemenl charged loexpense arxVor capitalaccounts;
9] ellocallon basesAaclors lor allocated costs;
to) Hsl and description ol each utlBly asset translerover $250,000; and
11) listby lunclionalgroup ol utility assets transiers valued less than $250,000.

RESPONSES:

1) LoiisvDte Gas and Electric Company

2) Amendedend Restated UintyServices AgreemenL Case Number PUE-2012-00033

3) June 15, 2012

4) $ 06,973.526.55

5) Component costs are;

Direct-Indirect Labor $ 641,918.64
Fringe Benellta/Overhaads 432,399.56
Equlpment/Fad&Ues 548,591.41
Materials/Fuels 10,870,026.43
Outside Services 678,445.34
Capital Expenditures 29,535,744.13
Power Sales/Purchases 12,918,447.07
Olllce and Admlnlsirailve Services 8,165,159.55
Transmission 1,060,458.88
Charitable/Communlly Contributions 26,490.02
Cash Receipts Irom LG&E on behall ol KU 32,065,645.32

S 96.973,526.55

6) LG&E'e and KU'scost allocation policies are touse et-cosipricing lor eltlUats trartsactlons, wtthout any profit compononl.

7} Transiers or sales ol assets, goods or services betweenKU end LG&E are pricedatcosi, which approxlmales
market value.

6) All costs chargedto LG&E are charged to Intercompany accounts. Thebreakdown ol servicesprovided byKU lor
LQ&E consists ol 30.46%CepllQj expense with a cosi ol$29,535,744.13and 69.54%totalexpense v4ih a cos! of
$ 67,437,782.42

9) Allocation percenteges loroverhead calculations on laboras appltceble in2014 arsasloBows:
Part-Time Labor 77.87%
Temporary Labor artd Overtime 18.46%
Full-Time Labor 77.87%

Allocation percentages foroverhead calculationson materiel Issued fromInventoryIn2014 ere as lollows;
Stores, Freight & KandRng- T &0 31.71%
Stores, Freight & Handling - Production 31.71%

Allocation percentages on Isbor and non-laborlor capita]projects In2014 are as (oUows:
Constnjctlon Overheads - Distribution 14.06%
ConstrxKtlon Overheads - Production -0.22%
Consliwlion Overheads - Transmission 12.79%
Admlnistrallve arvl General 3.55%

Allocation percentages lor overhead calculationson all latxtr irom departments to whicha vehicle Is assigned lor 2014 are as lollows;
TRMS 16.29%

10) Ttiero was a transfer ol equipment from KUto LG&E lor the amount ol SI. 148,020.39

11) There were no asset Irartslers from KU lo LQ&E less then $250,000.
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Exhibit No. VASCC-1B
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH

LG&E AND KU SERVICES COMPANY

January 1, 2014 • Decombor 31, 2014

No. 11 Kentucky Utilities Company, d/b/a/OldDominion PowerCompany, shalltile an Annual Report ofAffiliate Transactions
indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
oftheCommission byno laterthan May 1 ofeach year,forthe preceding calendaryear,beginning May 1,1009.
Such report should include the following Information:
1) non-regulated affiliate's name;
2) description ol each type of service provided;
3) dates that each type of service was provided;
4) totaldollarvalue (cost foreach type of service provided};
5) component costsol each type ol serviceprovided (I.e., direct/Indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscellaneousexpenses, equipment/facilities charges, and overheads);
6) profitcomponent ol each type of service and how profitcomponent Is determined; and
7) comparable market valuesand supporting documentation for each type ofservice provided.

1) LGSEand KU Services Company

2) Amendedand Restated Utility Services Agreement, Case Number: PUE-2012-00033
IT Services

3) IT Services January-December 2014

4) IT Services _$ 731,947.01
^_^^31^47£^

5} Component costs are:

Capital Expertditures $ 66,993.13
Direct-Indirect Labor $ 630,930.74
Equipmeni/Fadllties 5
Fringe Benefits/Overheads $ 16,446.16
Materials/Fuels $
Officeand Administrative Services $ 17,576.98
Outside San/ices $
Power Sales/Purchases $

731,947.01

6) LG&E and KU Services Company's cost allocation policies are to use at-costpricing for affiliate transactions, without
any profit component.

7) Translersor sales ol assets, goodsorservicesbetweenKU and LG&E arxf KU ServicesCompany are priced at cost, which
approximates market value.
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ExhWl No. VASCC-1C

KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH

LG&E AND KU SERVICES COMPANY (LG&E AND KU CAPITAL LLC)
January 1,2014 • December 31, 2014

No. 11 KentuckyUIDllesCompany, d/b/a/ Old Domlrtfon Power Company, shall filean Annual Report of AflUlate Transactions
Indirectly undertaken for the benefit of norvregulaled alflllalesv4th ihe Director of PubBcUlUtly Accountingof
Ihe Commission by no later than May1 of each year, for Ihe preceding calendar year, beginningMay1,1990.
Such report should include the foltov^ InlormaUon:
1) twrvregulated alfilate's name;
2) description of each type of service provided;
3) dates that each type of service was provided;
4) total doliar value (cost for each type of service providad);
5}component costs of each type of service provided G-e-. dlrect/lndiroctlabor, fringe benefits, travel/housing,maieriais,

suites. Indirect miscelianeous expenses, equfprnem/fadlllles charges, and overheads);
6) profitcompor>ent of each type of service and how profitcomponent Is determined; and
7) comparable market values and supporting documentation for each t^ of service provided.

RESPONSES:

1) LG&E and KUServices Company (LG&E and KUCapltai LLC)

2) Amended and Restated Utility Services Agreement, Case Number PUE-2012-00033
Comptiance, Legal, and EnvironmentalAffairsServices
Corporate Communications and Public Affairs Management Services
Corporate Tax and PayrollOrganization Services
Customer and Customer-Related Services
Distribution Operations Services
Executive Management Senrices
IT Services

Operating Services
Power Production and Generation Services

Regulalory Affairs and Government Affairs Management Services
Treasury Services

Compliance, Legal, and EnvironmentalAffairsServices
Corporate Communications end Public Affairs Management Services
Corporate Tax and Payrol Organization Services
Customer arrd Customer-Related Services

Distribution Operations Services
Executivo Management Services
IT Services

Operating Services
Power Production and Generation Services

Regulatory Affairsartd Govarrvnent AffairsMa/ugemeni Services
Treasury Services

March and September 2014
July-September 2014
January-December 2014
July and September-December 2014
January, February ar>dApril-December 2014
January-December 2014
January-December 2014
May, June end September-December 2014
January, March, July, August artd December 2014
March, Aprt and June 2014
Jartuary-December 2014

Compliance, Legal, and Environmental Affairs Services $ 1,031.47
Corporate Communications and Public Affairs Management Sorvices $ 812.35

Corporate Tax and Payrol OrgartizallonServicas S 32,224.59
Customer and Customer-Related Services $ 97.42

Disiributlon Operations Services $ 6,236.89
Executive Management Services $ 41,067.00
IT Services $ 10,034.47

Operating Services $ 135.77

Power Production and Generation Services $ 37,515.52

Regulatory Affairs arxi GovernmenI Affairs Martagement Services $ 732.09

Treasury Services s 214.66

$ 130,122.23

Component costs are:

Capital Expenditures

Direct-Indirect Labor

Equipment/Facilities
Fringe Benefits/Overheads
Materials/Fuels

Office and Administrative Services

Outside Services

Charitable/Community Contributions

1,875.57

5,421.29

1.514.33

3,952.12

484.79

110,048.93

90.52

6,734.68

130,122.23

6) LG&E and KUServices Company's cost allocalionpoliciesare to use ol-cosi pricingfor affiliatetransactions, wlihout
any protrl component.

7) Translers or sales of assets, goods or sorvices between KUand LG&E and KUServices Company are priced at cost, ^^Mch
approximates market value.
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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)

JanuatYl, 2014 • December 31, 2014

No. 11 Kentucky Ulllllies Company, d/b/a/ Old Dominion Power Company, shall lile an Annual Report olAlfiliate Transactions
Indirectly undertaken lor the benefil ol non-regulated afllliales with the Director of Public Utility Accounting of
the Commission bynolaterthan May 1ol each year, for thepreceding calendar year, beginning May 1,1999.
Such report should Include the follov^ng information:
1) non-regulated affiliate's name;
2) description ol each type of service provided;
3) dates that each type ol service was provided;
4) totaldollarvalue (cost foreach type of service provided);
5)component costsol eachtype ol service provided fl.e., direct/indirect labor, fringe benefits, travef/housing, materials,

supplies, indirect miscellaneous expenses, equipment/facilities c[%arges, and overheads);
6) profit componentof each typeof service and howprofit component Is determined:and
7)comparable market valuesand supponing documentation foreach typeof serviceprovided.

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 TaxReturns and forAllocation
of Consolidated IrtcomeTax Liabilities and Benelits, Case Number PUE-2010-00094

Corporate Tax and PayrollOrganization Services

Amended and Restated Utility Services Agreement, Case Number. PUE-2012-00033
Operating Services

3) Corporate Taxand Payroll Organization Senrlces April, August, Septemberand December 2014
Operating Services Januaryand February 2014

4) CorporateTax and Payroll Organization Services $ 40,611,773.00
Operating Services $ 9,256.08

$ 40,621,029.08

5) Component costs are:

Capital Expenditures $
Direct-Indirect Labor

Equipment/Facilities
Fringe Benefits/Overheads
Materials/Fuels

Office and AdministrativeServices 40,621,029.08
Outside Services

Power Sales/Purchases

$ 40,621,029.08

6) LG&E and KU ServicesCompan/s cost allocation poilcles are to use at-cost pricing foraffiliate transactions, without
any profit component.

7) Transfers or sales ofassets, goodsor services between KU and LG&E and KU Services Company are priced at cost, wrtilch
approxinnates market value.
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ExhWl No.VASCC-IE

KENTUCKY UTtLITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH

PPL ELECTRIC UTILITIES CORPORATION

January 1, 2014 • Decambar 31, 2014

No. 10 Kenlucky Utniies Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report of AffiliateTransacUons
undertaken with PPL Electric Utilllles Corporation wilh the Director of
Public Uinty Accounting of the Commission by rto later than May 1 of each year, for the precedtng calendar year.
beginryr>B May 1,2011. Such report should Include the following Information:
1) airitlale's name;
2) descrlplJon of each affOlate arrangementfagreement;
3) dates of each alfUlale arrangemont/agreemenl;
4) total dollar amount of each affiliate arrangemenl/agreement;
5) componont costs of each arrangement/agreement where services are provided to an affOiata (l.e.. dIrectAndlrect

labor, fringe benefits, travel/housing, materials. suppOes, indirect miscellaneous expenses, equlpmenlAacUltlos
charges, arvl overheads);

6) profit component of each arrangement/agreemenl wtwre services are provided to an affiaate end how such
component Is determined;

7) comperaUe market values and documentation related to each arrangement/agreement;
B)percent/dollar amount of each affiliate arrangement/agreement charged to expense arKl/orcapital accounts;
9) allocation bases/factors for aDocated costs;
10) Dstend descrtplion of each utility asset transfer over $250,000; and
11) Bstby functional group of utility assets transfers valued leas than $250,000.

1) PPL Energy Funding Corporation, on behalf of PPL Electric UtilitiesCorporation

2) Mutual Assistance Service Agreement Case Number PUE-2011-00095

3) November 14,2011

4) $ 140.231.72

5) Comportent costs are:

Direct-Indirect Labor S 110,711.78

EqulpmenV Facilities S 22,993.99

Office and Admlsiratlve Services S 15.525.95

J49.231.72

6) KU's cost allocation policies are to use at-cosi pricing for affiliate Iransacllons, without
any profit comportenL

7) Transfers or sales of assets, goods or servlcos between KU arvl PPL Eloctlc UtilitiesCorporation are prtced at cost, which
approximates market value,

6) Allcosts ctterged lo PPL Electric UllllUes Corporation are charged to Intercompany accounts. There are no costs charged to Capital or O&M expense.

9) Allocation percentages for overhead calculations on labor as appUcablo In 2014 are as foliows:
Part-Time Latror 77.87%

Temporary Labor end Overtime 18.46%
Full-Tlme Labor 77.87%

Allocation percentages lor ovemead calculations on material Issued from Invenlory In 2014 are as follows;
Stores. Freight & Handllrtg -T & D 31.71%
Stores. Freight & Har>dllng- Production 31.71%

Allocation percentages on labor and rwn-tabor for mutual essIslarKe In 2014 are as loBov/s;
Conslruclion Overheads - Distribution 14.08%

Administrative ar>d Gerteral 3.55%

AliocBilon percertieges for overhead calculations on al labor from departments to which a vohicio Is assigned (or 2014 are as (oDows:
TRMS 16.29%

10) There were no utilityasset transfers over $250,000.

11) Thero were no utility asset transfers less than $250,000.
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KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (PPLSERVICES CORPORATION)

January 1, 2014 • Decsmber 31, 2014

No. 11 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall(lie an Annual Report ofAffiliate Transactions
indirectly undertaken lorthe benefit ofnon-regulated affiliates with theDirector ofPublic Utility Accouniirtg
oftheCommission bynolaterthan May 1ofeach year, for thepreceding calendar year, beginning May 1.1999.
Such report should Include the follovinng information:
1) ron-regulaled affiliate's name;
2) description of each type of service provided;
3) dates that each typeof service was provided;
4) total dollar value(cost foreach typeof serviceprovided);
5)component costsofeacht^^e ofserwce provided (i.e., direct/indirect labor, fringe benefits, travel/housing, materials,

supplies, indirect miscelianeous expenses,equipment/facilities charges,andoverheads);
6) profit componentof each typeof sen/ice and howprofit component is determined; and
7) comparablemarketvaluesand supporting documentation for each typeof service provided.

RESPONSES:

1) LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf ol PPL Services Corporation)

Amendedand Restated Utility Services Agreement,Case Number; PUE-2012-00033
Corporate Tax and Payroll Organization Services

Hosting Services Agreement PPL Alternate Data Center, Case Number: PUE-2011-00095
IT Services

Corporate Tax and PayrollOrganization Services
IT Services

Corporate Tax and PayrollOrganization Services
IT Services

Component costs are:

Direct-indirect Lalxir

Equipment/ Facilities
Fringe Benefits/ Overheads
Materials/ Fuels

Office and Administrative Services

February, April, July and October 2014
January-December 2014

$ 2,540.25 '
$ 217,952.68

220,492,93

359.68

220.133.25

220.492.93

Exhibit No. VASCC-1F

KU'scost allocationpoliciesare to use at-cosl pricing foraffiliate transactions, without
any profit component.

Transfers or sales ofassets, goods or services between KU and LG&E and KU Services Company are priced at cost,which
approximates market value.

' Payroll tax reimbursement.
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Exhibit No. VASCC-2A
KENTUCKY UTILniES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WfTH
LOUISVILLE GAS AND ELECTRIC COMPANY

January 1,2014 • December 31,2014

No.10 Kentucky UUItles Company, d/b/a/Old Domlrion PowerCompany, shallfile an Annui Report ofAIIBlate Transactions
undertaken with LoUsvlOe GasandElectric Company andLQ&E andKU Senricea Company with the Director olPublic UtSlty
Accounting o(theCommteskm bynolater than May 1oleachyear,lortheprecedlrtg calendar year, beglrurlng May 1,1009.
Such report should includethe loHowing information:
1) affiliate's name;
2) description ol each efflllale arrangemenVagreemenl;
3) dates ol each aflSale arrangement/agreement;
4) tola]dollaramountofeach allllale arrangement/agreement;
5)component costs oleach anangemenl/agreemem where services ereprovided toanalliUale (i.e., direct/lndlrecl labor, fiVige

benefits, traveilhousing, materials, supplies. Incflrect miscellaneous expenses, equtpmenl/facllllies charges, andoverheads);
6)profit component ofeacharrangement/agreement where services are provided toan afflSate andhow suchcomponent isdetermined;
7)comparable market values anddocumentation related toeacharrangemenl/agreemenl;
6) percent/dollar armuntol each allillato arrangement/agreement chargedtoexpenseand/orcsf^lal accounts;
9) allocatfon bases/lactors for aliocaled costs;
10) Bst and description ol each utIUty asset transfer over $250,000; and
11) llslby functional group of utUIly assets iranslera valued less than $250,000.

RESPONSES:

1) LouisvBle Gas atvf Electric Company

2) Amendedand Restated UUTrty Services Agreement, Case Number PUE-2012-00033

3) June 15,2012

4) S 301,028,483.00

5) Component costs are;

Direcl-lndirect Labor S 7,196,879.82
Fringe BenefitsADverheads 2,022,542.49
CapitalExpendHutas 50,287,022.39
Chatilable/Communily Contributions 1,529.29
Equtpment/FacfflOes 1.008,373.52
Materials/Fuels 112,223,717.97
Office arxfAdmlrtetralive Services 7,478,298.12
Cash Receipts on behalfol LQ&E 721.625.34
OutsideServices 9,134,666.16
Powerand Transmission Sales/Purchases 110,665,651.22
Transmlssion 268.174.66

$ 301.028.483.00

6) LG&E arxl KU's cost allocation pollciss aretouse at<ostpriclrtg for affiliate transactions, without any profit component.

7) Translera orsalesofassets,goods orservices between KU andLG&E are priced atcost,wNch approximates
market value.

8) All costs received from LG&E are chargedtotheappropriate expenseorcapital account depencflng ontheservice
performed forKU. Total Capital expense was 16.71% with a cost ol$50,267,022.39 and total expensewas83.29%
with a cost ol S250.741.460.61

9) Allocation percentages foroverhead calculalions on laboras appAcable in2014are as follows:
Part-Time Labor 80.46%
Temporary Labor and Overtime 16.51%
FuH-Tlme Labor 60.46%

AllocaUon percentages foroverhead calculations on malerialIssued Irom Irwentory in2014 are as follows:
Slores, Freight &Handling• T &D 18.22%
Stores, Freight &Handling• Production 18.22%

Allocation percentages on laborend non-labor forcapltaiprolectsIn2014 are as follows:
Construction Overheads • Distribution 10.25%
Construction Overtieads - Production -0.25%
Conslruction Overheads • Transmission 6.25%
Administrative arxl General 1.24%

Allocation percentages foroverheadcalculalions on a9laborfrom departments towhich a veNcIe isassignedfor 2014are as loliows:
Vehicle Cost Allocation 6.02%

10) There were no asset transfers over $250,000.

11) There was a transfer ol land from LG&E to KUlor Ihe amount ol $4,075.87.
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Exhlbil No. VASCC.2B
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY

January 1,2014 - December 31,2014

No. 10 Kentucky Utilities Company, d/b/a/Old Dominion Power Company, shall Die an Annual Report olAllillate Transactions
undertaken with Louisville Gas and Eleclric Company and LG&E and KU Sen/ices Company with the Director ol Public Utility
Accounting ol theCommission byno later thanMay 1of each year, lorthe preceding calendar year, beginning May 1,1999.
Such report should include the ioliONving inlormatlon:
1) alflliate's name;
2) descriptionofeach affiliate arrangement/agreement;
3) dales of each affiliatearrangement/agreement;
4) totaldollaranxxintof each affiliate arrangement/agreement;
5)component costsofeach arrangement/agreement where senrices are provided to an alfiliale O-e-. direct/indirect labor, fringe

benefits, travel/housing, materials, supplies, indirect misceitaneous expenses, equipment/facilities charges, and overheads);
6)profit component ofeach arrangement/agreement where senrices are provided to an affiliate and how such component Isdetermined;
7) comparable marketvalues and documentationrelated to each arrangement/agreement;
8)percent/dollar amount ofeach affiliate arrangement/agreement charged toexpenseand/or capital accounts;
9) allocation bases/lactors for allocated costs;
10) list and description ol each utility asset transfer over $250,000; and
11) list by functionalgroup ol utility assets transfers valued less than $250,000.

RESPONSES:

1) LG&E and KUServices Company

2) Amended and Restated Utility Sen/ices Agreement, Case Number: PUE-2012-00033

3) June 15,2012

4) $220,560,512.57

5) Component costs are:

Direct-Indirect Labor $ 63,656,462.10
Fringe Benefits/Overheads 57,569,111.85
Capital Expenditures 34,023,803.54
Charitable/Community Contributions 1,097,887.98
Equipmenl/Faciiilies 25,689,469.57
Materials/Fuels 489,155,352.61
Office and Administrative Services 14,168.824.43
Fuel Advance Settlements (466,640,249.35)
Outside Services 31,839.849.84

$ 220,560,512.57"

6) LG&E and KU ServicesCompany's cost allocation policies are to use at-cosi pricing loraffiliate transactions, without
any profit component.

7) Transfersor sales ofassets, goodsor sen/ices between KU and LG&E and KU SenricesCompany are priced at cost, which
approximates market value.

6) Ail costs received from LG&E and KU Services Company are charged totheappropriate expense or capital account depertding on the
serviceperformed for KU. Total Capital expense was 15.43% with a cost ol $34,023,803.54 and total O&M expense was 84.57%
with a cost ol $186,536,709.03

9) Allocation percentages foroverhead calculationson latx>r as applicable in 2014 are as follows:
Part-Time Labor 72.36%
Temporary Labor and Overtime 23.10%
Fuii-Time Labor 72.36%

Allocation percentagesforoverheadcalculations on aillaborfrom departments to which a vehicle is assigned for2014are as lollov/s:
Vehicle Cost Allocation 3.50%,

10) There were no utilityasset transfers over $250,000.

11) There were no utility asset transfers under $250,000.
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Kentucky Utilities Company

Annual Report of Affiliate Transactions with LG&E and KU Services Company

Attachment to Exhibit VASCC-2B, per Order Granting Approval in Case Number 2013-00130

2014 Dollars Using 2014 Dollars Using

Assignment Method 2014 Ratios 2013 Ratios Variance

Contract Ratio S 804,057.68 s 812,954.68 $ (8,897.00)

Electric Peak Load Ratio 1,523,832.07 2,057,689.83 (533,857.76)

Generation Ratio 4,304,316.27 3,183,529.24 1,120,787.03

Non-Fuel Material and Services Expenditures Ratio 1,451,018.55 1,505,400.41 (54,381.86)

Number of Customers Ratio 19,040,291.59 20,521,816.00 (1,481,524.41)

Number of Employees Ratio 35,526,259.60 34,564,738.34 961,521.26

Number of Meters Ratio 483,582.17 481,108.03 2,474.14

Number of Transactions Ratio 406,721.99 534,747.28 (128,025.29)

Ownership Percentage 8,343,923.64 8,343,923.64 -

Revenue Ratio 632,748.16 626,889.38 5,858.78

Revenue, Total Assets and Number of Employees Ratio 5,109,364.03 4,991,752.27 117,611.76

Total Assets Ratio 2,385,977.63 2,507,496.89 (121,519.26)

Total Utility Electric Plant Assets Ratio 3,831,037.60 3,473,934.74 357,102.86

Total Utility Plant Assets Ratio 618,873.86 615,576.17 3,297.69

Transmission Ratio^ 6,038,654.40 6,290,265.00 (251,610.60)

Total Indirect Charges Allocated to Kentucky Utilities $ 90,500,659.24 $ 90,511,821.90 $ (11,162.66)

Reconciliation to Exhibit VASCC-2B:

New Assignment Method Previously Using DCR

Direct Charges

Convenience Payments (includes fuel advances)

Fuel Advance Settlements

Other Affiliate Transactions

Total LG&Eand KU Services Company Affiliate Transactions

$ 8,312,590.81

67,023,430.53

543,822,389.90

(486,640,249.35)

(2,458,308.56)

$ 220,560,512.57

^The transmission ratio in the currentcost allocation manual is the equivalent of the departmental charge ratio used for the same
transactions in the previously approved cost allocation manual.

o
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KENTUCKY UTILfTIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH

LQ&E AND KUSERVICESCOMPANY (LG&E ANDKUCAPITAL LLC)
January 1,2014 - Deceinber 31,2014

No. 11 Kentucky UUOUes Company, d/tVa/ OldDominion PowerCompany, ShanlUe en Anmjal Reportol AlllleleTransactions
Indirectly undertakenlorthe benetilol non-regutaled ellllates withthe Director ol Put>lic UiUiiy Accounting
ol the Comrrrlssion tryno laterthan May1ol each year, lor the precedingcalendaryear, beginning May1,1989.
Such report ehouMIncludethe foUowIng tnlormallorc
1) norvregutated alflSate's rrame;
2) description ol each type ol senrlce provided:
3) dates that each type ol service was provided;
4) total dollar value (cost lor each lype ol service provided);
5) component costs ol each type ol service provided O-e., dlract/lndirecl labor, Irtngebenelits, travel/housing,materials,

sup^es, indirect miscellaneous expenses, equlptnenl/lacilities charges, and overheads);
6) prolit component ol each type ol service and how ptofllcomponent Is determined; and
7) comparable marketvalues and supportingdocumentation lor each type ol service provided.

RESPONSPS:

t) LQ&E and KU ServicesCompany(LQ&E and KU CapitalLLC)

2) Amended and Restated Utily Services Agreement, Case Numtwr PUE-2012-00033
Compliance, Legal, and Environmental Allalrs Services
Corporate Communicationsand PubBcAhalraManagement Services
Corporate Tax end Payroll Organization Services
Customer artd Customer-Reialed Services

Dislrfbulion Operations Services
Executive Management Services
HR Services

IT Services

Operating Services
Power Production and Qerteration Services

Regulatory Allatrs and Govemmeni Allairs Management Services
Transmission Operations & Services
Treasury Services

Exhibil No. VASCC-2C

Compliance, Legal, ar>d Environmental Allalrs Services
Corporate Corrvnunicalioruarxl PubBcAllalrsMarwgementSenrices
Corporate Tax and Payroll Organization Sendees
Customer and Customer-Related Services

Distribution Operations Services
Executive Management Services
HR Services

IT Senrlces

Operatirtg Services
Power Production and Qaneration Services

Regulatory Allairs and Qoverrvnenl Allalrs Management Services
Transmission Operations & Services
Treasury Senrices

Compfiance, Legal, and Envirorvnenlal Allalrs Services
Corporate Communications and Putilic Allalrs Management Services
Corporate Tax arxl Payrol Organization Services
Customer and Customer-Related Senrlces

Distribution Operations Services
Executive Management Senrlces
HR Senrlces

IT Services

Operating Services
Power ProducUon end Qeneration Services

Regulatory Allairs and Govemmeni Allolts Management Services
Transmission Operations & Services
Treasury Services

Jarx;aty, April,May and July 2014
Jurw-August and Octotwr 2014
Novemtwr arxl December 2014

June 2014

April,June and July 2014
October-December 2014

June, November and December 2014
Jarxiary, Aptli,June, July, Septemtwr, Novemt>erarxl December 2014
June arxl July 2014
July and August 2014
March, May, Octotjerarxl December 2014
August, October arxl November 2014
February, March, arxl June 2014

$ 899.27

1,424.35

20.16

205.00

1,251.69
24,366.63
10,461.00
32,553.09

5,174.03
91.00

13.970.06
(1.77)
25.84

Component costs ere:

DIrect-irxlirecl Labor

Frtrrge Bortelils/Ovetheads
Capital Expenditures
Charllable/Commurity Contrlbutioru
EqiJpment/Facilities
Materials/Fuels

Ollice arxl Administrative Sen/Ices

Outside Sendees

90.460.25

10,363.46

32,491.28

24,310.16
4,813.05
1,122.07

16,367.27
992.96

00,4602^

6) LQ&Eand KU Services Company's cost alocallon policies are to use al-cost pricing lor alliiiate transactions, without
any prolit compor>ent.

7) Trartslers or sales ol assets, goods or services between KUarxl LG&E arxl KUServices Company are priced at cost, which
approximates market value.
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No. 11

KENTUCKY UTILtTIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (LG&E AND KU ENERGY LLC)

January 1,2014 • December 31, 2014

Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall file an Annual Report olAffiliate Transactions
indirectly undertaken lor the benefit of non-regulated affiliates with the Director of Public Uliiily Accounting
of the Commission by no later than May 1of each year, for the preceding calendar year, beginning May 1,1999.
Such reportshould Irtclude the following information:
1) non-regulaled affiliate's name;
2) description ol each type ofservice provided;
3) dates that each type ofsenrice was provided;
4) total dollar value (cost for each type ofservice provided);
5)component costs of each type of service provided (I.e.. direct/Indirect labor, fringe benefits, travel/housing, materials,

supplies. IrKfirecl miscellaneous expenses,equipment/facilities charges,and overheads);
6) profit component ofeach type ofservice and how profit component Isdetermined; and
7) comparable market values and supporting documentation for each i^Tie of service provided.

RESPONSES:

1) LG&E and KU Services Company (LG&E and KU Energy LLC)

2) 2011 Utility MoneyPool Agreement,Case Number: PUE-2011-00110'
Treasury Services

Amendedand Restated Utility Services Agreement, Case Number PUE-2012-00033
MR Services

Operating Services

PPL andConsenting Members ofitsConsolidated Group Agreement for Rling Consolidated Income TaxReturns and for Allocation
of Consolidated Income Tax Liabilities and Benefits, Case Number PUE-2010-00094

Corporate Tax and PayrollOrganization Services

Exhlbil No. VASCC-2D

3) CorporateTax and Payroll Organization Services
MR Senrlces

Operating Services
Treasury Services

March, April.June. August-October and December 2014
February, March, May, August, November and December 2014
January and Febnrary 2014
April 2014

4) CorporateTax and Payroll Organization Services
HR Services

Operating Services
Treasury Services

5) Component costs are:

Direct-Indirect Labor
Fringe Benefits/Overheads
Capital Expenditures
Charitable/CommunityContributions
Equipment/Facilities
Materiais/Fuels

Office arxf Administrative Services
Outside Services

$ 40.197.162.00
123,797.98

8,512.39

547.78
$ 40,330,020.15

123,797.98

8,512.39

40,197,709.78

40.330.020.1 r

LG&E and KU ServicesCompany's cost allocation policies are to use al-cost pricing for affiliate transactions, without
any profit component.

Transfers orsalesolassets, goods or services between KU andLG&E andKU Services Company are priced at cost, which
approximates market value.

' Money Pool transactions (other than Interest) are not Included in this filing but are Included In Case No. PUE-2011-00110 effective onDecember 1,2011.
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ExhbH No. VASCC-26
KENTUCKY UTILfHES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LQ&E AND KU SERVICES COMPANY (PPL SERVICES CORPORATION)

January 1,2014 • Decembor 31,2014

No. 11 Kentucky UtBUes Company, d/b/a/ Old Domhton Power Company, shaD file anAnnual Report olAtfDIale Transaclions
Indirectly undertaken for the benelit olnon-regulated atlBlates wliti the Dlroclor ofPublic Utility Accountbg
ofthe Commlsston byno later than May 1ofeach year, for thepreceding calendar year, beginning May 1,1999.
Such reportshould Includethe following Information:
1) non-regulated affiliate's name;
2) description of each type of service provided;
3) dates thai each type of service was provided;
4) total doBar value(costforeach type ol serviceprovided);
5)component costs oleach type of service provided (l.e., direct/indirect labor, fringe tjeneflls, traveVhousIng, materials,

supplies, Indirect miscellaneous expenses, equipment/facilities charges, andoverheads);
6) prolH component ofeach typeofserviceand howprollt component Isdetermined; and
7)comparable market values andsupporting documentation for eachtype ofservice provided.

RESPONSES:

1) LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf olPPL Services Corporation)

2) Amended and Restated Utility ServicesAgreemonL Case Number: PUE-2012-00033
IT Services

US Bank National Association

3)

4)

IT Services January-December 2014
US Bank NaUonal Assoctallon January-December 2014

IT Services S 80,872.24
US Bank National Association 27.703.21

s 108.575.45

Component costs ere:

Software Impiementailon Costs s 46,591.38
Software Depreciation Costs 61,984,07

s 108,575.45

6) LG4E and KU Services Company's cost aHocaUon poBdes arelouseal-cost pricing for affiliate transactions, wflhoul
any prollt component

7) Transfers orsales olassets, goods orservices between KU andLG&E and KU Services Company arepriced atcosi, which
approximates market value.
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KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (PPLSERVICES CORPORATION)

January 1,2014 - December 31, 2014

No. 11 Kentucky UUIilles Company, d/b/a/ OldDominion Power Company, shall file an Annual Report olAffiflale Transactions
Indirectly undertaken tor thebenefit ofnon-regulated alfillates with theDirector olPublic Utility Accounting
ol theCommission by nolater than May 1oleachyear, for thepreceding calendar year, beginning May 1,1999.
Such reportshould Include the following information:
1) non-regulated affiliate's name;
2) description ofeach type ol service provided;
3) dates that each typeofservice was provided;
4) totaldollar value (cost loreach typeof service provided);
5)Buying andselling party, type olgood/service transferred, and component costsoleachtype ofservice provided
(I.e.. direct/Indirect labor, fringe benefits, travel/housing, materials, supplies. Indirect miscellaneous expenses,
equipment^acilitles charges, and overheads);
6) profit component ofeach type ofserviceand how profit component Isdetermined; and
7)comparable market values andsupporting documentation for eachtype ofservice provided.

RESPONSES:

1) LG&E and KU Services Company (PPL Energy Funding Corporation, onbehalf olPPL Services Corporation)

2) Utility ServicesAgreement forThird-Party Vendor Costs,Case NumberPUE-2014-00008
MR Services

IT Services

SNL Financial

US Bank National Association

Exhibit No. VASCC-2F

3)

4)

HR Services

IT Services
SNL Financial

US Bank National Association

HR Services
IT Services

SNL Financial

US Bank National Association

December 2014

January • December 2014
October 2014

January - December 2014

S 6,169.87
29.100.22

(219,565.13)
209,534.04

$ 25,239.00

Component costs are;

Vendor

SNL FlnarKial

IBM

Oracle

UIP

Wall Street Suites

Marsh, inc.

Willis ol Pennsylvania. Inc.
Energy Insurance Mutual
Sauffer Glove and Safety
Towers Watson
US Bank National Association

Transaction Description
SNL Software License Fees

FSR Software Maintenance Fees

Hyperion Software Maintenance Fees

Software MaintenarKe Fees

Software Maintenance Fees

Cyber Risk Insurance Premiums

Directors and Officers Liability Insurance Premiums
Excess Liability Premium Refund
Safety Supply Refund
Pension Plan Manager Search
Corporate Credit Card Rebate

13.352.50

12,723.04

7,487.97

5,800.00

33,659.09

56,050.19

177.509.13
(67.947.66)

(80.13)
6,250.00

(219,565.13)

25,239.00

6) LG&E andKU Services Company's costallocation policies are to useat-cost pricing loraffiliate transactions, without
any profit component.

7) Transfers orsales ofassets, goods orservices between KU and LG&E and KU Services Company are priced at cost,w^lch
approximates market value.
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Exhibit No. VASCC-2Q
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH

LG&E AND KU SERVICES COMPANY (PPL CORPORATION)
January 1,2014 • December 31, 2014

No. 11 Kentucky Utilities Company, d/b/a/OldDominion PowerCompany, shall file an Annual Report ofAfflllale Transactions
Indirectly undertaken forthe benefit ofnon-regulated affiliates with the Director of Public Utility Accounting
of the Commission byno later than May 1 ofeach year, forthe preceding caierKlar year,beginning May 1,1999.
Such report should include the following Information;
1) non-regulated affiliate's name;
2) descriptionof each type ofservice provided;
3) dates that each type of service was provided;
4) totaldollarvalue (cost loreach typeofservice provided);
5)component costs ofeach type ofservice provided (I.e., dlrect^ndlrect labor, fringe benefits, travel/housing, materials,

supplies. Indirect miscellaneous expenses, equipment/facilities charges, and overheads);
6) profitcomponent of each type of service and how profitcomponent Is determined; and
7) comparable market values and supporting documentation lor each type ofservice provided.

RESPONSES:

1) LG&E and KU ServicesCompany (PPL Energy Funding Corporation, on behalf of PPLCorporation)

2) Kentucky Utilities CompanyPreliminary Reportof Action, Case Number PUE-2012-00078
Treasury Services

3) TreasuryServices July-December2014

4) Treasury Services $ 33,263,601.10

J^^33j2|3J|y^

5) Component costs ere:

Financing 33,263.681.10
$ 33,263,681.10

6) LG&E and KU ServicesCompany's cost allocation policies are to use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfersor sales ofassets, goods or servicesbetween KU and LG&E arxJ KU ServicesCompany are priced at cost, which
approximates market value.
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KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (PPL CORPORATION)

January 1, 2014 - Decambar 31, 2014

No. 11 Kentucky Utilities Company, d/b/a/ Old Dominion Power Company, shall lllo anAnnual Report of Allillate Transacltons
Indirectly undertaken for the benefit of non-regulated affiliates with the Director of Public Utility Accounting
of the Commission by no later than May t of each year, for the preceding calendar year, beginning May 1.1999.
Such report shouldinclude the following information:
1) rton-regulated affiliate's name;
2) description of each typeofservice provided;
3) dates tt\at each typeofservice was provided;
4) total dollar value (cost loreachtype of$ei>4ce provided);
5) component costs ol each type of service provided (I.e.. direct/Indirect labor, fringe benefits, travel/housing, materials,

supplies. Indirect miscellaneous expenses, equipment/lacllities charges. ar»d overheads);
6)profit component ofeach type olservice andhow profit component Isdetemilned; and
7)comparable market values and supporting documentation for each I^JB ofservice provided.

RESPONSES-

1) LG&E and KU Services Company (PPL Energy Funding Corporation, on behalf of PPL Corporation)

2) Utility Services Agreement for Third-Party Vendor Costs. Case Number PUE-2014-0(X)08
Compliance, Legal, and EnvironmentalAffairsServices
Treasury Services

Exhibit No. VASCC-2H

Compliance, Legal,and EnvironmentalAffairs Services
Treasury Services

Compliance. Legal,and EnvironmentalAffairsServices
Treasury Senrices

December 2014

February, April. Mayand July-December2014

$ 373,258.56
59,923.70

Component costs are:

Vendor

Edison Electric Institute

Mood/s Investors Service

Global Credit Services. LLC

Transaction Description
Prepayment of Dues
Charitable Contributions

Lobbying Charges

Credit Monitoring Fees
Rnancing Costs

Credit Monitoring Fees

433,182.26

366,191.76
6,789.00

277.80

55,789.16

(7,498.33)

11.632.87
433.182.26

6) LG&E and KU Services Company's cost aliocalion policies aretouse at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers orsales olassets, goods orservices tretween KU and LG&E and KU Services Company arepriced atcost, wrfiich
approximates market value.
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Exhibit No. VASCC-21
KENTUCKY UTILITIES COMPANY

ANNUAL REPORT OF AFFILIATE TRANSACTIONS WITH
LG&E AND KU SERVICES COMPANY (PPL ENERGY SUPPLY, LLC)

January 1, 2014 - December 31, 2014

No. 11 Kentucky UtOilies Company, d/b/a/ Old Dominion Power Company, shall file anAnnual Report of Affiliate Transactions
indirectly undertaken for the benefit of non-regulated aflillales with the Director of Public Utility Accounting
of the Commission by no later than May 1of each year, for the preceding calendar year, beginning May 1,1999.
Suchreport should include the foltowing information:
1) non-regulated affiliate'sname;
2) description ofeach type ofservice provided;
3) dates that each typeof service was provided;
4) total dollar value(costforeach typeofsen/iceprovided);
6) 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 eachtype of service and how profit component Isdetermined; 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 Energy Supply, LLC)

2) Utility Services Agreement for Third-Party Vendor Costs, Case Number: PUE-2014-0006
Treasury Services

Treasury Senrices April. July and October 2014

4) Treasury Services $ 2,771.10

2,771,10

5) Component costs are:

Vendor TransactionDescription
Weils Fargo Letter ofcredit fees 2,771.10

2,771.10

6) LG&E and KU Services Company's cost allocation policies areto use at-cost pricing for affiliate transactions, without
any profit component.

7) Transfers or sales of assets, goods orservices between KU and LG&E and KU Services Company arepriced atcost, which
approximates market value.



ENTITY EVENTS

There are no entity changes for 2014.
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THIS FILING IS

Item 1: 0 An Initial (Original)
Submission

OR • Resubmission No.

Form 60 Approved
0MB No. 1902-0215

Expires 04/30/2016

o

O

FERC FINANCIAL REPORT

FERC FORM No. 60: Annual Report
of Centralized Service Companies

This report is mandatory under the Public Utility HoldingCompany Act of 2005, Section 1270,
Section 309 of the Federal Power Act and 18 C.F.R, § 366.23. Failureto report may result in
criminal fines, civil penalties,and other sanctionsas provided by law, The FederalEnergy
Regulatory Commission does not consider this report to be of a confidential nature.

t Legal Name of Respondent (Company)

LG&E and KU Services Company

Year of Report

Dec 31,

FERC FORM No. 60 (12-06)
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GKNKR/VL INSTRUCTIONS 1-OR FILING FFRC FORM NO. 60

I. Purpose

Form No. 60 is an annual rcguIaIor>' suppori rcquiremenl under 18 CFR 369.! for centralized service companies. The
report is designed to collect financial information from centralized scr\'ice companies subject to the jurisdiction ofthe
Federal Energy Regulator '̂ Commission. The report is considered to be anon-confidcntial public use form.

II. Who Must Submit

Unless the holding company system is e.Ncmptcd or granted awaiver by Commission rule or order pursuant to §§ 18 CFR
366.3 and 366.4 ofthis chapter, evcr\' centralized scr\'icc comptmy (see §367.2) in aholding companv system must
prepare and file electronically with the CoiTimission the FERC Form No. 60 then in effect pursuant to the General
Instructions set out in this form.

III. Mow to Submit

Submit FERC Form No. 60electronically through theFonn No. 60 Submission Software. Retain one
copy ofeach report for your files. For any resubmissions, submit the filing using the Fonn No. 60
Submission Software including a justification. Respondents miLst submit the Corporate OfTicer
Certification electronically.

IV. When to Submit

Submit FERC Form No. 60 according to the filing date contained § 18 CFR 369.1 of theCommission's
regulations.

V. Preparation

Prepare this report in confonnity with the Uniform System ofAccounts (18 CFR 367) (USof A). Interpret
all accounting words and phriises in accordance with the USof A.

VI. Time Period

This report covers theentirecalendar year.

VII. Whole Dollar Usage

Enter in whole numbers (dollars) only, except where otherwise noted. Ihe amounts shown 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 aecounts the balances at the end ofthe current reporting period, and use for
statement of incomeaccounts the current year's amounts.

VIII. Aecuratcncss

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.

I\. Applieahility

For any page(s) that is not applicable tothe respondent, enter "NONE," or "Not Applicable" in column (c) onthe 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 ofeach page is to be completed only for resubmissions (see ill. above).

XI. Number Format

GeneralK, except for certain schedules, all numbers, whether they are expected to be debits or credits, must be reported as
positive. Numbers having asign that is different from tlie expected sign miLst be reported by use ofaminus sign.

Xil. Required Fntries

Do not make references to reports ofprevious years or to other reports instead ofrequired entries, except as specifically
authorized.

XIII. Prior \'ear References

Wherever (schedule) pages refer to figures from aprevious year, the figures reported must be based upon those shown by
the report ofthe previous year, oran appropriate explanation given as to why the different figures were used.

XJ\. Where to Send Commentson Public Reporting Burden

1he public reporting burden for iJie horm No. 60 collection ofinfonnation is estimated to average 75 hours per response,
including

• the time for reviewing instructions, searching existing data sources,
• gatheringand maintainingthe data-needed, and
• completing and reviewingthe collection of infonnation.

Send comments regarding these burden estimates oratiy aspect ofthis collection ofinformation, including suggestions for
reducing burden, to;

Federal Energy Regiilalorv- Commission, (Attention: Information Clearance Officer, CIO),
888 First Street NE.

Washington, DC 20426
or by email to DataClearance^rfferc.gov

And to:

Office of Infonnation and RegulatoryAffairs,
Office of Management and Budget, Wasliington, DC20503 (Attention: DeskOffice for tlie Federal
Energy Regulatoiy Contmi.ssion).
Comments to OMB should besubmitted by email to: oira submissionT/'omb.cop.gov

No person shall be subject to any penaltv ifanv collection of information does not displav a valid control number (44
U.S.C. 3512(a)).

DEFINITIONS

1- Respondent - 1he person,corporation, or other legal entit\' in whose behalf the report is made.



ANNUAL REPORT FOR SERVICE COMPANIES

01 Exact Legal Name of Respondent

LG&E and KU Services Company

ious Name (ifname changed duringthe year)

05 Address of Principal Office at End of Year
(Street. City, State. Zip Code)

220 West Main Street, Louisville. KY 40202

07 Title of Contact Person

Manager Regulatory Accounting and Reporting

09 Telephone Number of Contact Person

(502) 627-3426

11 This Report is:

(1) fxl AnOriginal
(2) Q AResubmission

13 Date of Incorporation

06/02/2000

IDENTIFICATION

02 Year of Report

Dec 31.

04 Date of Name Change

/ /

06 Name of Contact Person

T. Eric Raible

08 Address of Contact Person

220 West Main Street, Louisville, KY 40202

10 E-mail Address of Contact Person

eric.raible@lge-ku.com

12 Resubmission Date

(Month, Day. Year)

/ /

14 If Not Incorporated, Date of Organization

/ /

15 State or Sovereign Power UnderWhichIncorporatedor Organized

KENTUCKY

16 Nameof Principal Holding Company Under Which Reporting Company is Organized:

rQLCorporation
CORPORATE OFFICER CERTIFICATION

2014

The undersigned officer certifies that;

I have examined this report and to the best of my knovi/ledge, 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 ofAccounts.

17 Name of Signing Officer

Kent W. Blake

18 Title of Signing Officer

Chief Financial Officer

lO

FERC FORM NO. 60 (REVISED 12-07)

19 Signature of Signing Officer

Kent W. Blake

Page 1

20 Date Signed

(Month, Day, Year)

04/23/2015



LG&E and KU Services Company t'l; jA |An unginai

(2) I jA Resubmission
List of Schedules and Accounts

\rvw, u/a, 1 I f

/1 Dec 31, 2014

1. Enter in Column (c) the terms "None* or "Not Applicable* asappropriate, where no information or amounts have been reported for
certain pages.

o
Line

No.

2
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"T
T"
~6~

~8~
~9~
lo
TT
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13

14

IF
"iF
TT

"iF
TT

Schedule I- Compafaiive Balance Sheet

Schedule II - Service Company Property

Description

(a)

Schedule III •Accumulated Provision for Depreciation and Amortization o( Service Company Property
Schedule IV- Investments

Schedule V•Accounts Receivaljle (rom Associate Companies

Schedule VI • Fuel Stock Expenses Undistributed

Schedule VII - StoresExpense Undistributed

ScheduleVIII • Miscellaneous Currentand Accrued Assets

Schedule IX - MiscellaneousDeferredDebits

Schedule X- Research. Development, orDemonsffation Expenditures

Schedule XI - Proprietary Capital

Schedule XII •Long-Term Debt

Schedule XIII - Currentand AccruedLiabilities

Schedule XIV • Notes to Financial Statements

Schedule XV •Comparative Income Statement

Schedule XVI •Analysis ol Charges for Service •Associate and Nonassociate Conpanies
Schedule XVII -Analysis of Billing - Associaie Companies (Account 457)
Schedule XVIII - Analysis olSiPing - Non-Associate Companies (Account 458)
Schedule XIX -Miscellaneous General Expenses - Account 930.2

ledule XX - Organization Chart

hedule XXI- Methods of Allocation

6
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101-102
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110

111

201

202

203

204

301-302

303-306

307

308

307

401

402

None

None

None

None

None

None

None

None

Remarks

(c)



LG&E and KU Services Company (1) |X)An Original
(2) I IA Resubmission

Schedule I - Comparative Balance Sheet

1. Give balance sheet ofthe Company as of December 31 of the current and prior year.

(Mo, Da. Yr)
/ / Dec 31. 2014

Accoun Descnption Referertce Asol Dec 31 Asol Dec 31
Line Numt>er (b) Page No. Current Prior
No. (a) (c) (d) (e)

1 Service Company Property
: •: ^

2 101 Service Company Property 103 8.447.653 6,065,421
3 101.1 Property Under Capital Leases

103

4 106 Completed Construction NotClassified

5 107 Construction Work In Progress 103 2.525,799 2.769,810
6 Total Property (Total Of Lines 2-5) 10.973,452 8,835,231
7 106 Less; Accumulated Provision for Depreciation olSeivice Company Property 104 2,830,382 1,749,206
8 111 Less: Accumulated Provision (or Amortization ofService Company Property

9 Net Service Company Property (Total ofLines 6-8) 8,143,070 7,086,025
10 Investments

11 123 Investment InAssodateCompanies 105

12 124 Other Investments 105

13 128 OtherSpecialFunds 105

14 Total Investments (Total ofLines 11-13)

15 Current And Accrued Assets
••

111.1. 1 . 1. ,Jl -

16 131 Cash

17 134 OtfterSpecialDeposits

18 135 Working Funds

19 136 Temporary Cash Investments

20 141 Notes Receivable 1 100,232.003 j 100.234.423;

L )142 Customer Accounts Receivable

' 143 Accounts Receivable 151,990 688,362
23 144 Less: Accumulated Provision lor UncollectibleAccounts

24 146 Accounts Receivable From Associate Companies 106 43,391,513 60,799,807
25 152 FuelStockExpenses Undistributed 107

26 154 Materials AndSupplies

27 163 Stores ExpenseUndistributed 108 1 36;
28 165 Prepayments 11,545,405 9,879,102
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 ofLines 16-34) 155,320,911 171,601,730
36 Deterred Debits - •" .'-/T'T'.-
37 181 Unamortized Debt Expense

38 182.3 Other Regulatory Assets

39 183 Preliminary Survey And investigation Charges

40 184 Clearing Accounts 236 348

41 185 Temporary Facilities

42 186 Mtscelianeous Deferred Debits

43 188 Research, Development, orDemonstration Expenditures 110

44 189 Unamortized losson reacquired debt 111

45 190 Accumulated Deferred Income Taxes 111.989,202 73,681.647/
Total Deferred Debits (Total ofLines 37-45) 111.989,438 73,681,995

4m TOTAL ASSETS AND OTHER DEBITS (TOTAL OF LINES 9.14.35and46) 275,453,419 252,369,750

FERC FORM NO. 60 (REVISED 12^7) Page ioi



LG&E and KU Services Company (1) fx]An Original (Mo. Da, Yr)
/ / Dec 31, 2014

Schedule 1• Comparative Balance Sheet (continued)

n

Line

No.

Accoun

Number

(a)

Description

(b)
Reference

Page No.

(c)

As of Dec 31

Current

(d)

As of Dec 31

Prior

(e)

48 Proprietary Capital
-• '"-T •, ^

49 201 Comnwn Stock Issued 201 100 100
50 204 Preferred Stock Issued 201

51 211 Miscellaneous Paid-In-Capital 201 1 15,457,13C 1 15,457,130]
52 215 Appropriated Retained Earnings 201

53 216 Unappropriated Retained Earnings 201 \ 1.902,5301 1,252,464]
54 219 Accumulated OtherComprehensive Income 201 1 ("•4"4:38():745) 1 11.488,434)
55 Total Proprietary Capital (Total ofLines 49-54) { 27,020,985) 28,198.126
56 Long-Term Debt

57 223 Advances From AssodateCompanies 202

58 224 Other Long-Term Debt 202

59 225 Unamortized Premium onLong-Term Debt

60 226 Less; Unamortized Discount onLong-Term Debt-Debit

61 Total Long-Term Debt (Total ofLines 57-60)

62 Other Non-current Liabilities

63 227 Obligations Under Capital Leases-Non-curreni

64 228.2 Accumulated Provision for Injuries andDamages

65 228.3 Accumulated Provision For Pensions and Benefits 204,650,875 129,555,035
66 230 Asset Retirement Obligations

67 Total Other Non<urrent Liabilities (Total ofLines 63-66} 204.650,875 129,555,035

•C- ) Current and Accrued Liabilities "'or-' ''fA'
^ 231 Notes Payable

70 232 Accounts Payable 42,208,040 43,254,642
71 233 Notes Payable toAssodateCompanies 203

72 234 Accounts Payable toAssociate Companies 203 12,313,291 14,081,573

73 236 Taxes Accrued 4,795,529 1,813,189

74 237 Interest Accrued

75 241 TaxCollections Payable 277,427 259,788
76 242 Miscellaneous Current and Accrued Liabilities 203 20,778,792 19,541,120
77 243 Obligations Under Capital Leases- Current

78 244 Derivative Instrument Liabilities

79 245 Derivadve Instrument Liabilities - Hedges

80 Total Current andAccrued Liabilities (Total ofLines 69-79) 80,373,079 78,960,312

81 Deferred Credits

82 253 Other Deferred Credits 17.041,655 15,972,678
83 254 OtherRegulatory Liabilides

84 255 Accumulated Deferred Investment Tax Credits

85 257 Unamortized Gain on Reacquired Debt

86 282 Accumulated deferred income taxes-Other property 408,795 ( 316,403)
87 283 Accumulated defened income taxes-Other

88 Total Deferred Credits (Total ofLines 82-87) 17,450,450 15,656,275
89 TOTAL LIABILITIES AND PROPRIETARY CAPITAL (TOTAL OF LINES 55,61,67.80, AND 88) 275,453,419 252,369,750

C)

FERC FORM NO. 60 (REVISED 12-07) Page 102



Name of Respondent

LG&E and KU Services Company

This Report is:
(1) X An Original
(2) A Resubmission

FOOTNOTE DATA

Resubmission Date
(Mo, Da, Yr)

/ /

Year of Report

2014

Q
chedule Page: 101 Line No.: 20 Column: d

$100,232,003 is notes receivable from LKS' parent, LKE. This is recorded in Notes Receivable from Associated
Companies (145). This specific account is not included in the balance sheet, therefore the amount was reported in the
line for Notes Receivable (141). Interest income on this note is retained by LKS and not allocated to the companies it
serves.

!Sc/tecfu/e Page: 101 Line No.:^ Column: e
$100,234,423 is notes receivable from LKS' parent, LKE. This is recorded in Notes Receivable from Associated
Companies (145). This specific account is not included In the balance sheet, therefore the amount was reported in the
line for Notes Receivable (141). Interest Income on this note Is retained by LKS and not allocated to the companies it
serves.

jSchedule Page: 101 Line No.: 27 Column: e
This balance was recorded in error at December 31, 2013, and was fully distributed to LG&E and KU in 2014. There is no
stores expense attributable to the operations of LKS.
Schedule Page: 101 Line No.: 45 Column: d
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 asofthe acquisition date. The following reflects the
purchase accounting adjustment:

Accumulated Deferred Income Taxes (190) Without Purchase Accounting $ 90,680,166
Purchase Accounting Adjustment 21 309 036

^^tal for Accumulated Deferred Income Taxes (190) ~$ 111,989,202
\$chedule Page: 101 Line No.: 45 Column: 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 oftheacquisition date. The following reflects the
purchase accounting adjustment:

Accumulated Deferred Income Taxes (190) Without Purchase Accounting $ 61,037,221
Purchase Accounting Adjustment 12,644,426
Total for Accumulated Deferred Income Taxes (190) $ 73,681,647

[Schedule Page: 101 Line No.: 51 Column: d
The balance in Miscellaneous Paid-in-Capital (211) was adjusted due to the purchase ofLKS' 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-ln-Capital (211) Without Purchase Accounting $ 100,000,900
Purchase Accounting Adjustment (84,543,770)
Total for Miscellaneous Paid-ln-Capital (211) $ 15,457,130

o :C FORM NO. 60 (NEW 12-05) Footnotes. 1



Name of Respondent

LG&E and KU Services Company

This Report is;
(1) X An Original
(2) A Resubmission

FOOTNOTE DATA

Resubmission Date
(Mo, Da, Yr)

1 /

Year of Report

2014

9chedule Page: 101 Line No.Fsi Column: e ~ ^
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 ofdeferred taxes. The following reflects the purchase accounting adjustment:

Miscellaneous Paid-ln-Capitai (211) Without Purchase Accounting $ 100 QOG 900
Purchase Accounting Adjustment (84 543 770)
Total for Miscellaneous Paid-ln-Capital (211) $ 15,457,130

[Schedule Page: 101 Line No.: 53 Column: d
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 $ 1,924,513
Purchase Accounting Adjustment (21,983)
Total for Unappropriated Retained Earnings (216) $ 1,902,530

Schedule Page: 101 Line No.: 53 Column: e
^e balance in Unappropriated Retained Earnings (216) was adjusted due to the purchase of LKS' parent by PPL
bvember 2010. The following reflects the purchase accounting adjustment:o

Unappropriated Retained Earnings (216) Without Purchase Accounting $ 1,274,447
Purchase Accounting Adjustment (21,983)
Total for Unappropriated Retained Earnings (216) $ 1,252,464

Schedule Page: 101 Line No.: 54 Column: d
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 $ (95,476,522)
Purchase Accounting Adjustment 51,095,777
Total for Accumulated Other Comprehensive Income (219) $ (44,380,745)

Schedule Page: 101 Line No.: 54 Column: e

The balance In Accumulated Other Comprehensive Income (219) was adjusted due to the purchase ofLKS'
parent by PPL in November 2010. The following reflects the purchase accounting adjustment:

Other Comprehensive Income (219) Without Purchase Accounting $ (53,216,795)Crchase Accounting Adjustment 64,705,229
FORM NO. 60 (NEW 12-05) Footnotes.2 ' ' ]
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Name of Respondent

LG&E and KU Services Company

This Report is:
(1)XAn Original
(2)A Resubmission

Resubmisslon Date

(Mo, Da. Yr)
/ /

Year of Report

2014

FOOTNOTE DATA

o tal for Accumulated Other Comprehensive Income (219) $ 11,488,434

The Other Comprehensive Income activity related loss Isthe result of a decrease indiscount rates.

o

o ;RC form no. 60 (NEW 12-05) Footnotes.3



LG&E and KU Services Company (1) nriAn Original {Mo. Da, Yr)
/ / Dec 31. 2014

Schedule II • Service Company Property
1.

2.

c

'rovide

Describ

:)

an explanation of OtherChanges recorded in Column (f) considered material ina footnote,
e each construction work in progress on lines 18through 30 in Column (b).

Line

No.

Acct

t

(a)

Tille of Account

(b)

Balance at Beginning
of Year

(c)

Additions

(d)

Retirements or Sates

(e)

Other Changes

(f)

Balance at End of Year

(3)

1 301 Organization

2 303 Miscellaneous Intangible Plant

3 306 Leasehold Improvements

4 389 Land andLand Rights

5 390 Structures and Improvements

6 391 Office Furniture and Equipment 6.065,421 2,438.447 56,215 8,447,653

7 392 Transportation Equipment

8 393 Stores equipment

9 394 Tools. Shop andGarage Equpmeni

10 395 Laboratory Equipment

11 396 Power Operated Equipment

12 397 Communications Equipment

13 398 Miscellaneous Equipment

14 399 OlherTangible Property

15 399.1 Asset Retirement Costs

)
Total Service Company Property (Total

of Lines MS) 6.065,421 2,438.447 56,215 8,447,653

17 107 Construction Work InProgress; r,

18 Office Furniture and Equipment 2,769.810 2,194,436 1 ( 2,438,447) 2,525,799

19

20

21

22
•1'.' • •• • •

23

24
•••

25

26
^ Vv,. I'*.

27
•

28

29

30

31 Total Account 107(Total of Lines 18-30) 2.769,810 2,194,436 mmm { 2,438,447) 2,525,799

32 Total(Lines 16and Line31) 8,835.231 4,632,883 ( 2,438,447) 10.973,452

C)
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Name of Respondent

LG&E and KU Services Company

This Report is;
(1) X An Original
(2) A Resubmission

Resubmission Date
(Mo. Da, Yr)

/ /

Year of Report

2014

FOOTNOTE DATA

o
^Schedule Page: 103 Line No.: 18 Column: f
$2,438,447 was transferred from Construction Work in Progress to Service Company Property.

o

FORM NO. 60 (NEW 12-05) Footnotes. 1



LG&E and KU Services Company (1) fxlAn Original
(2) I |A Resubmission

{Mo. Da, Yr)

/ / Dec 31. 2014

Schedule 111 - Accumulated Provision for Depreciation and Amortization ofService Company Property
1. Providean explanationof Other Charges in Column(0 considered material in a footnote.

o

Line

No.

10

11

12

13

Account

Numt>er

(a)

301

303

306

389

390

391

392

393

394

395

396

397

398

14 399

15 399.1

o

Description

(b)

Organization

Miscellaneous Intangible Plant

Leasehold Improvements

Lar)d and Land Rights

Structures and Improvements

Office Furniture andEquipment

Transportation Equipment

Stores equipment

Tools, Shop andGarage Equipment

Laboratory Equipment

Power Operated Equipment

Communications Equipment

Miscellaneous Equpment

Other Tangible Property

Asset Retirement Costs

Total

FERC FORM NO. 60 (NEW 12-06)

Balartceat Beginning
ol Year

(c)

1,749,206

1,749,206

Additions Charged
To Account

403-403.1

404-405

(d)

1,126,021

1,126,021

Page 104

Retirements

(8)

44,845

44,845

OtherChanges

Additioris

(Deductions)

(f)

Balance at

Close olYear

(9)

2,830,382

2,830,382



LG&E and KUServices Company (1) [^An Original
(2) rj~|A Resubmission

Schedule IV - Investments

{Mo. Da. Yr)
/ / Dec 31. 2014

1. For other investments (Account 124) and other special funds (Account128), in a footnote state each investment separately, with
description including the name ofissuing company, number ofshares held orprincipal Investment amount.

2. For temporary cash investments (Account 136), list each investment separately in a footnote.
vestments lessthan $50,000 may begrouped, showing the number ofitems in each group.

Line

No.

Account

Numl)er

(a)

123

124

128

136

O

o

Investment InAssociate Companies

Other Investments

OtherSpecialFunds

TemporaiyCash Investments

(Total ofLines 1-4)

FERC FORM NO. 60 (REVISED 12-07)

Title of Account

(b)

Page 105

Balance at Beginning
ol Year

(c)

Balance at Close of

Year

(d)



LG&E and KU Services Company (1) fx]An Original
(2) I |A Resubmission

(Mo, Da. Yr)
/ /

ScheduleV- 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 aseparate

foo^ote a listing of total payments for each associate company.

Dec 31. 2014

Line

No.

Account

Numt>er

(a)

Title o( Account

(b)

Balance at Beginning ofYear
(c)

Balance at Close of Year

(d)

1 146 Accounts Receivable From Associate Companies
2 Associate Company;

3 FCD LLC
254 216

4 Kentucky Utilities Company
25.219,041 23,405,012

b Louisville GasandElectric Company
24.183.450 19.845.201

b Western Kentucky Energy Corp.
4.222 12,077

/ LG&E andKU Energy LLC
11.392,840 129,007

8

y

1U

11

12

13

14

lb

16

1/

18

19

20

23

24

2b

26

27

28

29

30

31

32

33

34

35

36

37

38

39 Analysis ofconvenience oraccommodation payments - see footnote

40 Total 60.799,807 43.391,513

c )
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Name of Respondent

LG&E and KU Services Company

This Report is:
(1) X An Original
(2) A Resubmission

Resubmisslon Date
(Mo. Da. Yr)

1 /

Year of Report

2014

FOOTNOTE DATA

ôhedule Page: 106 Line No.: 39 Column: b
Analysis of convenienceor accommodation payments:

Associate Company

LG&Eand KU Capital LLC
FCD LLC

Kentucky Utilities Company
Louisville Gasand Electric Company
Western Kentucky EnergyCorp.
LG&E and KU Energy LLC

Amount

1,000720

2,823

543,835,743

518,252,504

9,744

970,590

1,064,072,124

Convenience payments resulted primarily from the following:

Description

Capital Expenditures

Charitable Contributions

Equipment and Facilities

Fringe Benefits

Materials and Fuels Purchases

Office and Administrative Services

^^tside Services

o FORM NO. 60 (NEW 12-05)

Amount

4,044,355

3,976,827

19,378,153

41,469,857

945,264,030

19,926,434

30,012,468

1,064,072,124

Footnotes. 1



LG&E and KU Services Company (1) fx] An Original
(2) I |A Resubmission

Schedule VI - Fuel Stock Expenses Undistributed

{Mo. Da, Yr)

/ / Dec 31. 2Q14

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 amountattributable to each associate company.
2^a separate footnote, describe in a narrative the fuel functions performed by the service company.

Line

No.

Account

Number

(a)

Title of Account

(b)

Labor

(c)

E)q)en$es

(d)

Total

(e)

1 152 Fuel Stock Expenses Undistributed

2 Associate Company;

3 None
1 P

4

5

6

7

8

9

10

11

12

13

14

1i>

16

17

18

19

20

r ^

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total

c )
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Name of Respondent

LG&E and KU Services Company

This Report Is:
(1)X An Original
(2) A Resubmission

Resubmission Date

(Mo. Da. Yr)
/ /

Year of Report

2014

FOOTNOTE DATA

QSchedule 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 ofthe affiliates. These include the following which are largely provided by LKS asan
administrative agent, paying agent or other representative capacity, for the respective affiliate(s):

• Procurement of coal, fuel oil, scrubber reagent, ammonia, andS03 mitigation chemicals

• Transportation service to move these commodities from the loading point to the powerplant

• Monitoring of quality, inventory level, and forecasted requirements

• Making purchases as needed on a timely basis

• Preparing bid solicitation for coal, and other commodities, as necessary, and evaluating those bids

• Negotiating and writing the contracts and purchase orders

• Contract administration

O

o C FORM NO. 60 (NEW 12-05) Footnoles.l



LG&E and KUServices Company (1) fxlAn Original
(2) I [A Resubmission

Schedule VII - Stores Expense Undistributed

(Mo, Da, Yr)
/ / Dec 31, 2014

1. List the amount of labor in Column (c) and expenses in Column (d) incurred with respect to stores expense during the year and
indicate amountattributable to each associate company.

-Q
Line

No.

Account

Numl)ef

(a)

Title of Account

(b)

Labor

(c)

E)q)enses

(d)

Total

(e)

1 163 Stores ExpenseUndistributed

2 Associate Company;

3 None

4

b

ti

/

a

u

10

11

12

13

14

It)

16

1/

IB

19

20

23

24

25

26

2/

28

29

30

31

32

33

34

35

36

3/

38

39

40 Total

C)
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LG&E and KU Services Company (1) fx] An Original
(2) I |A Resubmission

Schedule VIII • Miscellaneous Current and Accrued Assets

(Mo. Oa. Yr)
/ / Dec 31. 2014

1. Provide detail of items in this account. Items less than $50,000 may be grouped, shov/ing the number of items in each group.

-O
Line

No.

10

11

12

13

14

15

16

17

18

19

20

Account

Numt)er

(a)

174

Q
23

24

2?
26"
27

W
29

30"

sT
33"
iT
sT

36"
37

iT
39~

40 Total

6

Title of Account

(b)

Miscellaneous Current and Accrued Assets

Item List:

None

FERC FORM NO. 60 (REVISED 12-07) Page 109

Balance at Beginning ofYear

(c)

Balance at Close of Year

(d)



LG&E and KU Services Company (1) fXlAn Original (Mo, Da, Yr)
/ / Dec 31, 2014

Schedule IX • Miscellaneous Deferred Debits

1. Provide d€•tail of items in this account. Items less than $50,000 may be grouped, showing the number of items in each group.

LiM
No.

Vccounl

•^Number

(a)

Title of Account

(b)

Balance at Beginning ofYear
(c)

Balance at Close of Year

(d)

1 186 Miscellaneous Deferred Debits

2 Items List:

3 None

4

b

b

/

8

9

10

11

12

13

14

lb

16

1/

18

19

20

21

24

2b

26

27

28

29

30

31

32

33

34

3b

36

3/

38

39

40 Total

c )
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LG&E and KU Services Company (1) IXjAn Original
(2) I |A Resubmission

(Mo, Oa. Yr)
/ /

ScheduleX- Research. Development, or Demonstration Expenditures
Dec 31, 2014

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 begrouped, showing the number of items in each group.

No.

\ Account
Number

(a)

Title of Account

(b)

Amount

(c)

1 188 Research, Development, orDemonstration Expenditures
2 Project List;

3 None

4

b

6

/

d

9

10

11

12

13

14

15

16

17

18

19

20

21

)
/

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total

c )
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LG&E and KU Services Company (1)
(2)

(3 An Original
[~|̂ A Resubmission

Schedule XI • Proprietary Capital

(Mo, Da, Yr)
/ / Dec 31. 2014

1. For miscellaneous paid-in capital (Account 211) and appropriate retained earnings (Account 215), classify amounts in each account
with a brief explanation, disclosing the general nature of transactions virtiich give rise to the reported amounts.
Z^r the unappropriated retained earnings (Account 216), in afootnote, give particulars concerning net income or (loss) during the
j^^jdistinguishing between compensation for the use of capital owed or net loss remaining from servicing nonassociates per the
Ciweral 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.

Line

No.

10

11

12

13

14

15

Account

Number

(a)

201

211

215

219

216

6

O

Title of Account

(b)

Common Stock Issued

Preferred Stock Issued

Miscellaneous Paid-in Capital

Appropriated Retained Earnings
Accumulated OtherComprehensive Income

Unnappropriated Retained Earnings

FERC FORM NO. 60 (REVISED 12-07)

Description

(c)

Number of Shares Authorized

Par or Stated Value per Share

Outstanding Number of Shares

Close of Period Amount

Number of Shares Authorized

Par or Stated Value per Share

Outstanding Number of Shares

Close of Period Amount

Balance at Beginning of Year

Net Income or (Loss)

Dividend Paid

Balance at Close of Year

Page 201

Amount

(d)

1,000

100

100

15,457.130

( 44,380.745) j
1,252,464

650,066

1,902,530



Name of Respondent

LG&E and KU Sei^ices Company

This Report is:
(1)X An Original
(2) A Resubmlsslon

Resubmission Date
(Mo. Da. Yr)

/ /

Year of Report

2014

FOOTNOTE DATA

o
^Schedule Page: 201 Line No.: 9 Column: d
See footnote data detail on Schedule Page: 101, Line No.: 51. Column: d.
[Schedule Page: 201 Line No.: 11 Column: d
See footnote data detail on Schedule Page: 1Q1, Line No.: 54, Column: d.
[Schedule Page: 201 Line No.: 15 Column: d
See footnote data detail on Schedule Page: 101, Line No.: 53. Column: d.

Q

✓FORM NO. 60 (NEW 12^5) Footnotes. 1



LG&E and KU Services Company (1) ITIAh Original
(2) I jA Resubmission

Schedule XII - Long Term Debt

(Mo. Da. Yr)
/ / Dec 31. 2014

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
in Column (c).Qthe deductions in Column (h), please give an explanation in afootnote.

other long-term debt (Account 224). list the name ofthe creditor company ororganization in Column (b).

Line

No.

Accoun

NumtMf

(a)

223

Title d Account

(b)

Advances liomAssodaieComparies

Associate Company:

None

TOTAL

Term d Obligalion

Class S Series d

Obligatioo

(c)

3-33-

Dated

Maiurity

(tf)

Interest

Rate

(9)

Amount Authorized Balance atBeginning
dYear

(g)

TTi

::

Additions Deductioos

(b)

Balance at Close d

Year

<35, Ottw Long-Term Debt

List Creditor:
'i ^

. • •

16 None

17

18

19

20

21

22

23

24

25

26

27

28 TOTAL

c )
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LG&E and KU Services Company (1) priAn Original
(2) I |A Resubmission

Schedule Xllt - Current and Accrued Liabilities

(Mo, Da. Yr)

/ I Dec 31. 2014

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

grouped, shov/ing the numberof items ineach group.

o

Line

No.

Accoun

Numbe

(a)

Title o( Accounl

(b)
Balance at Beginninc

of Year

(c)

Balance at Close ol

Year

(d)

1 233 Notes Payable toAssociates Companies
2 None

3

4

b

6

/

a

9

10

11

12

13

14

1b

16

17

18

19

20

23

24 234 Accounts Payable toAssociate Companies
2b PPLCorporation 1,164.387 666,843
26 KKLfcnergySupply. LLC

902 3.374
27 PPL Services Corporation i.174,468 1.436.895
28 LG&E and KU Capital LLC 11.741,816 10,206,179
29

30

31

32

33

34

35

36

37

38

39

40

41 242 MiscellaneousCurrent and AccruedLiabilibes

42 Accrued Short Term Incentive 3,376.911 3,494,682
43 Miscellaneous Liability - Vested Vacation 10,306.538 10.870.262
44 Pension Payable SERPCurrent 2,907,846 3.059.162
45 Retirement Income Liability 1,134,931 1,489,706
46 ncurred But Not Paid(IBNP) Medical and Dental Reserve 1.814.894 1,864.980
47

4 )—
4^

bO Total) 33,622,693 33,092,083
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Name of Respondent

LG&E and KU Services Company

This Report is:
(1)X An Original
(2)_AResubmission

Resubmission Date

(Mo, Da, Yr)
/ /

Year of Report

2014

Schedule XIV- Notes to Financial Statements

jj^se the space below for important notes regarding the financial statemenls or any account thereof.
2.Furnish particulars as to any significant contingent assets orliabilities 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, orAccount 435. Extraordinary Deductions.
5.Notes relating to financial statements shown elsewhere in this report may beindicated 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 iscomputed. If more than one ratio explain the calculation. Report theamount of interest borrowed and/or
compensation foruse ofcapital billed to each associate company.

Note 1 - Organization of LG&E and KU ServicesCompany

LG&E and KU Services Company ("LKS" or the "Company"), a Kentucky corporation, is awholly-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 ofPPL Corporation ("PPL") and LKS became an
indirect, wholly-owned subsidiary of PPL when PPL acquired ail 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 ofholding 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 asa service company for E.ON U.S. LLC (formerly LG&E Energy LLC) and its various
subsidiaries and affiliates by order oftheSecurities and Exchange Commission dated December 6, 2000, and
commenced operations January 1, 2001.

LKS provides certain services toaffiliated 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 PPL Services Corporation, at cost. LKS is organized along functional lines to accomplish its

^^pose of providing management, administrative, and technical services.
Note 2 - Summary of Significant Accounting Policies

LKS follows the FERC Uniform System ofAccounts 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 ofAccounts and published accounting releases ofthe FERC, which is a comprehensive basis of
accounting other than GAAP.

General. Dollars are in millions, unless otherwise noted.

Property. Property, plant and equipment includes 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 ona straight-line basis. Office furniture is depreciated over
30years and personal computers are depreciated over 3 years. Leasehold improvements are depreciated overthe life
of the lease.

Income Taxes. Significant management judgment is required in developing the Company's provision for income taxes,
primarily due to the uncertainty related to tax positions taken or expected to be taken in tax returns and valuation
allowances on deferred tax assets.

Significant management judgment is also required to determine the amount ofbenefit to be recognized in relation to anCcertain tax position. The Company uses atwo-step process to evaluate tax positions. The first step requires an entity
i^C FORM 60 (NEW 12-05) 204.1 1
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^g^determine whether, based on the technical merits supporting aparticular tax position, it is more likely than not
(greater than a50% 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 ofa 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
financial statements ofthe Company In future periods. See Note 5, Income Taxes.

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,
aswell as the tax effects ofnet operating losses and tax credit carryforwards. See Note 5, 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 - Related Party Transactions

Provisions of Services

05engages in transactions In the normal course of business with other LKE subsidiaries and PPL Services Corporation,
fese transactions are primarily composed of services received and/or rendered Including contracting with third party

vendors for goods and services. These services are priced at cost which represents market.

LKS provides the subsidiaries of LKE and PPL with avariety of centralized administrative, management and support
services. Charges for these services include labor, overheads and other expenses of LKS employees performing services
for thesubsidiaries of LKE and PPL and vouchers paid by LKS on behalf ofthe subsidiaries ofLKE and PPL. The cost of
these services is directly charged or, forgeneral costs which cannot by directly attributed, charged based on
predetermined allocation factors, including the ratios discussed in Methods of Allocations on pages 402.1 - 402.5.

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 4 - Pension and Other Postretirement Benefit Plans

Although LKS does not directly sponsor any defined benefit plans, it is allocated a portion ofthe funded status and costs
of plans sponsored by LKE based on its participation in those plans, which management believes 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.

Amajority of LKS employees are eligible for certain health care and life insurance benefits upon retirement through a
contributory plan. Postretirement health benefits may be paid from 401(h) accounts established as part of the LKE plan
within the PPL Services Corporation Master Trust, funded VESA trusts and company funds.
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Q th6 pension plan, the estimated amounts to be amortized from accumulated other comprehensive income into net
periodic defined benefit costs in 2015 are $14 million ($4 million of prior service cost and $10 million of actuarial loss).
For the postretirement plan, the estimated amount to be amortized from accumulated other comprehensive income
into net periodic defined benefit costs in 2015 is $1 million (amortization of prior service cost).

LKS allocates its pension and other postretirement costs to affiliates. LKS's allocated pension benefit costs charged to
operating expense, excluding amounts charged to construction and other non-expense accounts, for pension benefits
were $12 million and $19 million In 2014 and 2013, and amounts charged to construction work In progress and other
non-operating expense accounts were $2 million and $3 million in 2014 and 2013. Net periodic defined benefits costs
charged to operating expense, excluding amounts charged to construction and other non-expense accounts, for other
postretirement benefits were $2 million in 2014 and 2013.

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 ofthe funded status
of the pension plans resulted in a liability of$190 million and $125 million at December 31, 2014 and 2013. LKS's
allocated share ofother postretirement benefits resulted in a liability of$15 million and $5 million at December 31
2014 and 2013.

Plan Assets - Pension Plans

The pension plans sponsored by LKE are invested in the PPL Services Corporation Master Trust (the Master Trust) that
also includes 401(h) accounts that are restricted for certain other postretirement benefit obligations. The investment
s^ategy for the Master Trust is to achieve arisk-adjusted return on amix of assets that, in combination with the

^mpany's funding policy, will ensure that sufficient assets are available to provide long-term growth and liquidity for
^ienefit payments, while also managing the duration of the assets to complement the duration of the liabilities. The

Master Trust benefits from a wide diversification ofasset types, investment fund strategies and external investment
fund managers, and therefore hasno significant concentration of risk.

The investment policy ofthe Master Trust outlines investment objectives and defines the responsibilities ofthe
Employee Benefit Plan Board (EBPB) —administrator of PPL's US qualified retirement plans, external Investment
managers, investment advisor and trustee and custodian. The investment policy is reviewed annually by PPL's 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 ofthree sub-portfolios: growth, immunizing and liquidity portfolios. The
growth portfolio is comprised ofinvestments that generate a return at a reasonable risk, including equity securities,
certain debt securities and alternative investments. The immunizing portfolio consists ofdebt securities, generally with
long durations, and derivative positions. The immunizing portfolio is designed to offset a portion of the change in the
pension liabilities due to changes in interest rates. The liquidity portfolio consists primarily of cash and cash equivalents.

Target allocation ranges have been developed for each portfolio ona plan basis based on input from external
consultants with a goal oflimiting funded status volatility. The EBPB monitors the investments in each portfolio on a
plan basis, and seeks toobtain a target portfolio that emphasizes reduction ofrisk 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 2014 are presented on the next page.
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Q asset allocation for the trust and the target allocation by portfolio, at December 31, are as follows:

Growth Portfolio

Equity securities

Debt securities (b)

Alternative investments

Immunizing Portfolio

Debt securities (b)

Derivatives

Liquidity Portfolio

Total

.Growth Portfolio

Equity securities

Debt securities (b)

Alternative investments

Immunizing Portfolio

Debt securities (b)

Derivatives

Liquidity Portfolio

Total

o

Percentage of

Trust Assets

2014 (a)

51%

26%

13%

12%

47%

44%

3%

^
100%

Percentage of

Trust Assets

2013

59%

30%

17%

12%

39%

40%

-1%

2%

100%

2014

Target Asset

Allocation (a)

LKE Plans

52%

46%

2%

100%

(a) Allocations exclude consideration ofa group annuity contract held by the LG&E and KU Retirement Plan,
{b} Includes commingled debt funds, which the Company treats asdebt securities for asset allocation purposes.

LKE's pension plan's assets are Invested solely inthe PPL Services Corporation Master Trust, which is disclosed on the
next page. The fair value of the LKE assets of$1.3 billion and $1.2 billion at December 31, 2014 and 2013 represents an
interest of approximately 28%and 29% in the Master Trust.
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Q fair value of net assets in the Master Trust by asset class and level within the fair value hierarchy was:

DECEMBER 31, 2014

Total Level 1 Level 2 Level 3
Cash andCash Equivalents $ 246 $ 246 $ ^ ^
Equity securities

U.S.:

Large-cap 432 114 318
Small-cap 145 145

International 615 . 515
Commingled debt 818 - 818

Debt securities:

U.S. Treasury and U.S. government

sponsored agency 723 706 17
Residential/commercial backed securities 2 - 2 -
Corporate 1^109 - i,088 21
International government 8 - 8 -
Other 9 - 9 -

Alternative investments:

Commodities 90 - 90
Real estate 148 - 143

OPrivate equity 104 . . 104
Hedge funds 223 - 223

Derivatives:

Interest rate swaps and swaptions 92 - 92
Other 12 - 12

Insurance Contracts 33 . - 33
PPL Services Corporation Master Trust assets,

at fair value $ 4,809 $ 1,211 $ 3,440 $
Receivables and payables, net (a) (41)
401(h) account restricted for other

postretirement benefitobligations (136)
Total PPL Services Corporation Master Trust
pension assets $ 4,532

158

(a) Receivables and payables represent amounts for investments sold/purchased but not yet settled along with interest
and dividendsearned but not yet received.
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^ DECEMBER 31, 2013
Total Level 1 Level 2 Level 3

Cash and Cash Equivalents $ 120 $ 120 $ - $ -

Equity securities

U.S.:

Large-cap 480 134 346 -

Small-cap 137 137 - -

International 630 163 467 .

Commingled debt 749 13 736 -

Debt securities:

U.S. Treasury and U.S. government

sponsored agency 617 563 54 -

Residential/comrnercial backed securities 12 - 11 1

Corporate 963 - 940 23

International government 7 - 7 -

Other 24 - 24 -

Alternative investments:

Commodities 108 - 108 -

Real estate 134 . 134 -

Private equity 80 - - 80

Hedge funds 210 - 210 -

'̂ rivatives:
ia/nterest rate swaps and swaptions (49) - (49) -

Other 12 - 12 -

nsurance Contracts 37 - - 37

PPLServices Corporation Master Trust assets,

at fair value S 4,271 $ 1,130 $ 3,000 $ 141

Receivables and payables, net (a)

401(h) account restricted for other

postretirement benefit obligations

Total PPL Services Corporation Master Trust

pension assets

(115)

$ 4,156

(a) Receivables and payables represent amounts for investments sold/purchased but not yet settled alongwith interest
and dividends earned but not yet received.
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Q econciliation of pension trust assets classified as Level 3 at December 31, 2014 is as follows:

Balance at beginning of period

Actual return on plan assets

Relating to assets still held

at the reporting date

Relating to assets sold

during the period

Purchases, sales and settlements

Balance at end of period

Residential/ Corporate Private Insurance Other Debt
commercial Debt Equity Contracts

backed

securities

$ 1 $ 23 $ 80 $ 37 $

(1) (1) 19

(1)

(5)

S 21 $ 104 $ 33 $

Areconciliation of pension trust assets classified as Level 3 at December 31, 2013 is as follows:

O
Balance at beginning of period
Actual return on plan assets

Relating to assets still held

at the reporting date

Relating to assets sold

during the period

Purchases, sales and settlements

Transfers from level 3 to level 2

Balance at end of period

Residential/ Corporate
commercial Debt

backed

securities

Private Insurance Other Debt

Equity Contracts

$ 27 $ 75 $ 42 $

1 $

5

(9)

23 $ 80 $

(7)

(1)
37 $

Total

141

18

(1}

158

Total

146

5

(14)

(1)
141

The fairvalue measurements of cash and cash equivalentsare based on the amounts on deposit.

The market approach is used to measure fair value ofequity securities. The fair value measurements ofequity
securities (excluding commingled funds), which are generally classified as Level 1, are basedon quoted prices inactive
markets. These securities representactively and passively managed investments that are managed against various
equity indices.

Investments in commingledequity 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 inactive markets,^^^^air value measurements for Level 2investments are based on firm quotes of net asset values per share, which are
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considered obtained from a quoted price in an active market. Investments in commingled equity funds include
funds that invest in U.S. and international equity securities. Investments in commingled debt funds include funds that
invest in a diversified portfolio ofemerging market debt obligations, as well asfunds that invest In investment grade
long-duration fixed-income securities.

The fairvalue measurements of debt securities are generally based on evaluations that reflect observable market
information, such asactual trade information for identical securities orfor similar securities, adjusted for observable
differences. The fair value of debt securities is generally measured using a market approach, including the use of pricing
models which incorporate observable inputs. Common inputs include benchmark yields, relevant trade data,
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 aswell as
payment data, future predicted cash flows, collateral performance and new issue data. For the Master Trust, these
securities represent investments in securities issued by U.S. Treasury and U.S. government sponsored agencies;
investments securitized by residential mortgages, auto loans, credit cards and other pooled loans; investments in
Investment grade and non-investment grade bonds issued by U.S. companies across several industries; investments in
debtsecurities issued by foreign governments and corporations and exchange traded funds.

Investments in commodities represent ownership ofunits ofa commingled fund that is invested asa long-only,
unleveraged portfolio ofexchange-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 ascalculated by the fund's trustee.

Q^estments in real estate represent an investment in apartnership whose purpose is to manage investments in core
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
ofleverage 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 toaccept redemptions when necessary toavoid adverse consequences for the partnership, including legal
and tax implications, among others. The fair value ofthe investment is based upon a partnership unit value.

Investments in private equity represent interests in partnerships in multiple early-stage venture capital funds and
private equity fund offunds that use a number ofdiverse investment strategies. Four ofthe partnerships have limited
lives often years, while the fifth has a life of15 years, after which liquidating distributions will be received. Prior to the
end ofeach partnership's life, the investment cannot be redeemed with the partnership; however, the interest may be
sold to other parties, subject to the general partner's approval. The Master Trust has unfunded commitments of $55
million that may be required during the lives ofthe partnerships. Fair value is based onanownership interest in
partners' capital to which a proportionate share of net assets is attributed.
Investments in hedge funds represent investments in three hedge fund offunds. 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 most 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 within 65 to 95 days with prior written notice. The funds aresubject to short term lockups and have
limitations onthe amount that may bewithdrawn based ona percentage ofthe total netasset value ofthe fund,
among other restrictions. All withdrawals are subject to the general partner's approval. The fair value for two of the
ijnds has been estimated using the netasset value per share and thethird fund's fair value Is based onan ownership
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Q,iSiKerest 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. Thesesecuritiesprimarily represent investments in
interest rate swaps and swaptions {the option to enter intoan interest rate swap} which are valued basedon the swap
details, such as swap curves, notional amount, index and term of index, reset frequency, volatility and payer/receiver
credit ratings.

Insurance contracts, classified as Level 3, representan investment in an immediate participation guaranteedgroup
annuity contract. The fairvalue is based on contract value, which represents cost plus interest income less distributions
for benefit payments and administrative expenses.

Plan Assets - Other Postretlrement Benefit Plans

LKE's other postretirement benefit plan isinvested primarily in a 401(h) account, as disclosed in the PPL Services
Corporation Master Trust, with insignificant amounts invested in money marketfunds within VEBA trusts for liquidity

Expected Cash Flows - Defined Benefit Plans

LKS made contributions to the defined benefit pension plan of $25 million and $48 million in 2014 and 2013.
Contributionsto Supplemental Executive Retirement Plan ("SERP") payments totaled $2 million in both 2014 and 2013.

J^^E's defined benefit plans have the option to utilize available prior year credit balances to meet current and future
y^^tribution requirements. However, LKS contributed $13 million to LKE's pension plan on behalf of LKS's employees in

January 2015.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid by the
LKE plan for LKS retirees.

Pensions

2015 $ 12

2016 14

2017 17

2018 19

2019 22

2020-2024 148

LKS is not required to make contributions to the other postretirement benefit plan in which it participates but has
historically funded this plan inamounts equal to the postretirement benefit costs recognized. LKS funded this plan $1
million and $4 million in 2014and 2013. Continuation of this past practice would cause LKS to contribute $2 million to
the other postretirement benefit plan in 2015.
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ings Plans

Substantially all ofLKS's employees are eligible to participate in 401(k) deferred savings plans. Employer contributions
to the planswere $6 million for the years ended December 31. 2014 and 2013.

Note 5 - Income Taxes

LKS's federal income tax return is included in a United States consolidated income tax return filed by LKS's parent, PPL.
Each subsidiary ofthe consolidated tax group calculates its separate income tax for each period. The resulting
separate-return tax costor 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 for the ten months ending October 31, 2010 and
prior are no longer subject to examination.

Components of income taxexpense are shown in the table below for the yearended December 31:

2014 2013

Current-federal $ 2 Si
Current-state - 1
Deferred-federal-net (2) (1)
Deferred-state-net . (p
Total income tax expense S - S -

^^^ferred tax assets and liabilities which are mainly of along-term nature are summarized below as of December 31:

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

CFORM 60 (NEW 12-05) 204.10
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$ 73 $ 45
18 16
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$ 91 $ 61
21 13
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6 - Accumulated Other Comprehensive Income (Loss)

Accumulated other comprehensive income consisted of the following:

Funded Status of Pension

and Postretirement Plans

Pretax Tax Net

(in millions)

Balance at December 31,2011 $ 7 $ (3) $ 4
Other changes in Plan Assets and BenefitObligations (33) 13 (20)
Balance at December 31, 2012 ${26) $ 10 $(16)
Other changes in PlanAssetsand BenefitObligations 44 (17) 27

Balance at December 31, 2013 $ 18 $ (7) $ 11
Otherchanges in Plan Assets and Benefit Obligations (91) 36 (55)
Balance at December 31, 2014 $ (73) S 29 $(44)

o
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Ll^
No.

Recount
mumber

(a)

Tide oi Account

(b)

Current Year

(c)

Prior Year

(d)

1 SERVICE COMPANY OPERATING REVENUES • •
. . '.•! r---.''s

2 400 Service Company Operating Revenues 319.309.682 307.893,886

3 SERVICE COMPANY OPERATING EXPENSES

4 401 Operation Expenses 217.208,573 200.134.059

5 402 Maintenance Expenses 7,994,433 12.139.749

6 403 Depredation Expenses 1,126,022 813.377

7 403.1 Depredation ExpenseforAssetRetirement Costs

8 404 Amortization ofLimited-Term Property

9 405 Amortization ofOttier Property

10 407.3 Regulatory Debits

11 407,4 Regulatory Credits

12 408,1 Taxes Ottier Ttian Income Taxes. Operating Income 10,285,081 10,093.723

13 409.1 Income Taxes, Operating Income 6.627,319 6,685,512

14 410.1 Provision for Deferred Income Taxes. Operating Income 15.768,276 14,830.078

15 411.1 Provision for Deferred Income Taxes - Credit, Operating Income ( 17.780,893) ( 16.950,202)

16 411,4 Investment Tax Credit. Senrlce Company Property

17 411,6 Gains from Disposition ofService Company Plant

£ r
Losses from Disposition oiService Company Plant

911.10 Accretion Expense

20 412 Costs and ExpensesofConsinjciion orOttierServices 70,832.585 72.976,762

21 416 Costs andExpenses ofMerdiandtsing, Jobbing, andContract Worlr

22 TOTAL SERVICE COMPANY OPERATING EXPENSES (Total ofLines 4-21) 312.061,396 300.723,058

23 NET SERVICE COMPANY OPERATING INCOME (Total ofLines 2 less 22) 7,248,286 7.170.828

24 OTHER INCOME

25 418.1 Equity inEarnings ofSubsidiary Companies

26 419 interest and Dividend Income 1,063,937 652.842

27 419.1 Allowance for Ottier Funds Used During Constnjction

28 421 Miscellaneous Income or Loss

29 421.1 Gain onDisposition ofProperty

30 TOTAL OTHER INCOME (Total of Lines 25-29) 1.063.937 652,842

31 OTHER INCOME DEDUCTIONS
•

32 421.2 LossonDisposition ofProperty

33 425 Miscellaneous Amortization

34 426.1 Donations 63,903 19,322

35 426,2 Life Insurance

36 426,3 Penalties t.734 23,010

37 426,4 Expenditures forCertainCivic. Political and RelatedAciivities 1,949,001 2,199.891

S
^26,5 Ottier Deductions 9,846,913 9,493,993

) TOTAL OTHER INCOME DEDUCTIONS (Total of Lines 32-38) 11.861,551 11.736.216

40 TAXES APPLICABLETO OTHER INCOME ANDDEDUCTIONS
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No.

ccounl

'umber

(a)

41 408.2

42 409.2

43 410.2

44 411.2

45 411.5

46

47

48 427

49 428

50 429

51 430

52 431

53 432

54

55

56

57 434

60 409.4

61

Schedule XV'Comparative Income Statement {continued)

Title ol Account

(b)

TaxesOtherThan Income Taxes.Other Income and Deductions

Income Taxes. Other Income and Deductions

Provision for Deferred Income Taxes.Other Income and Deductions

Provision for Deferred Income Taxes- Credit. OtherIncome andDeductions

InvestmentTax Credit.Other Income Deductions

TOTAL TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS (Total ofLines 4M5)

INTEREST CHARGES

Interest onLong-Term Debt

Amortization ofDebt Discount andExpense

Pess)Amortization ol Premium on Debt- Credit

Interest on Debt toAssociate Companies

OtherInterestExpense

(less) Allowance for Borrowed Funds Used During Constrxtion-Credit

TOTAL INTEREST CHARGES (Total ol Lines 48-53)

NET INCOME BEFORE EXTRAORDINARY ITEMS (Total of Lines 23,30, minus 39,46, and 54)

EXTRAORDINARY ITEMS

Extraordinary Income

(less) Extraordinary Dedxtions

Net Extraordinary Items (Line 57less Line 58)

(iess) Income Taxes. Extraordinary

Extraordinary Items After Taxes (Line 59 lessLine 60)

62 NET INCOME OR LOSS/COST OF SERVICE (Total ofLines 55-61)

O
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LG&E and KU Services Company (1) rxlAn Original
(2) I |A Resubmission

(Mo. Oa. Yr)

/ /

Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies

Dec 31. 2014

1. Total cost of service will equalfor associate and nonassociate companies the total amount billed undertheir separate analysis of
billing schedules.

<
Na

Account

(a)

Tmod Account

(b)

AssocideCompany
OitedCosi

(c)

Associaie Company
IncitectCosI

(d)

Assodait Company
Total Cos)

(e)

Nonassodaie

Company

Direct Cos)

(0

Nonasscciaie

Company
IndkectCost

ig)

Ncnassociate

Company
Total Cost

(h)

1 «03-4CO.t Depreciaiion Expense 1.126.022 1.126.022

2 «04-40S Amortization Expense

3 t07J-407.4 Regulatory Det)its/Cfedits - Net

A 4(8.1-4062 Taxes Other Than Income Taxes 9.84d.62( 436.897 10286.517

5 (oe.t-4oej Income Taxes 2.012.61? 2.012.617

6 t10.V4M2 Provision for Deferred Taxes ( 2.012.617 ( 2.012.617)

7 4)1.1-4112 Provision for Deferred Taxes - Credit

8 411.6 Gain from Disposition ofService Company Plant

9 4)1.7 Lossesfrom Disposition ofService Company Plant

10 4)1.4.4))3 Investment TaxCredit Adjustment

11 4)1.10 Accretion Expense

12

412 Costs and Ei^nses ofConstruction or Other

Services 70.832.58S 70.632.585

13

416 Costs andExpenses ofMerchandising, Jobt^ng.

andContract Work for Associated Companies

14 418 Non-operating Rental Income

15 418.) Equity in Earnings ofSubsidiary Companies

16 4)9 interest and Dividend Income

17

4)9.1 Allowance for Other FundsUsed During

Construction

18 421 Miscellaneous Income or Loss

1 )' Gain on Disposition ofProperty

20^ 15)2 Loss on Disposition OfProperty

21 42S Miscellaneous Amortization

22 426.) Donations 5626: 5.640 63.903

23 4262 Life Insurance

24 426.3 Penalties ( 12.966 14.700 1.734

25

426.4 Expenditures for CertainCivic. Political and

Related Activities 280.00: 1.668.998 1.949.001

26 426.5 Other Deductions 9.158.91( 687.995 9.846.913

27 427 Interest OnLong-Term Debt

28 428 Amortization of DebtDiscount and Expense

29 429 Amortization of Premium on Debt - Credit

30 430 Intereston Debtto Associate Companies

31 431 OtherInterestExpense

32

432 Allowance for Borrowed Funds Used During

Consimction

33

500-509 Total SteamPower Generation Operation

Expenses 2.283.181 9.904236 12.188.122

34

5)0-515 Total Steam Power Generation Maintenance

:}q}enses 1.641.631 720.093 2.361.729

c
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LG&E and KU Services Company (1) fxl An Original
(2) I IA Resubmission

(Mo, Da, Yr)

/ I Dec 31. 2014

Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies (continued)

iC
1 Accoum Tills oi Accoum ToUl ChargesfcrServkss

DkedCost

Total Charges for Senrices
Indirect Cost

Total Charges lorS«vices
Total Cost

No* (b) (i) (i) (M

1 4(0'403.1 Depreciation Expense 1,126,022 1,126,022

2 «M-40S Amortuaiion Expense

3 «07>407,* Regulatory Debits/Credits - Net

4 40e.1-406^ Taxes Other Than Income Taxes 9,849.620 436.897 10286,517

5 40».i-4ce;) Income Taxes 2,012.617 2.012,617

6 4iai-4l).2 Provision for Delerred Taxes ( 2.012.617) ( 2,012,617)

7 Provision for Deferred Taxes - Credit

8 «11,6 Gain from Disposition ofService Company Plant

9 4H.7 Losses from Disposition ofSenrice Company Plant

10 411.4-411^ Investment TaxCredit Adjusanent

11 411.10 Accretion Expense

12

412 Costsand Expenses ofConstruction orOther

Services 70,832,5^ 70,832,585

13

416 Costs andExpenses olMerchandising. Jobbing,

andContract Work for Associated Companies

14 416 Non-operating Rental Income

15 416.1 Equity inEarnings ofSubsidiary Companies

16 419 Interest and Dividend Income

17

419.1 Allowance for Other Funds Used During

Construction

18 421 Miscellaneous Income or Loss

r >' Gain on Disposition ofProperty

20« Loss on Disposition OfProperty

21 425 Miscellaneous Amortization

22 426.1 Donations 58,263 5,640 63.903

23 426.2 Life Insurance

24 426.3 Penalties 1 12.966) 14,700 1,734

25

426.4 Expenditures forCertainCivic, Political and

Related Activities 260,003 1.668,998 1,949.001

26 426.5 Other Deductions 9.158.918 687,995 9.846.913

27 427 Interest OnLong-Term Debt

28 428 Amortization ofDebt Discount and Expense

29 429 Amortization ol Premium on Debt - Credit

30 430 Intereston Debtto Associate Companies

31 431 OtherInterestExpense

32

432 Allowance for Borrowed Funds Used During

Construction

33

500509 Total SteamPower Generation Operation

E)q)enses 2283.186 9,904,936 12,188,122

34

siesis Total Steam Power Generation Maintenance

Eiq^enses 1.641.636 720,093 2,361,729

C:)
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.c
No.

Account

la)

Tills oi Account

(b)

Associale Company
Direct Cost

(c)

Associale Company
indirect Cost

(d)

AssodaieCompany
Total Co6l

(e)

Nonassodale

Company
Direct Cost

(0

Nonasscciaie

Company

Indirect Cost

(g)

Nonassodale

Company

Total Cost

|h)

35

517-S25 Total NudearPower Generation Operation

Expenses

36

S2S-S32 Total Nudear Power Generation Maintenance

E)q>en5es

37

S3&-540.I Total Hydraulic Power Generation Operation

Expenses 10.53 10,631

38

S4t-S4S.t Total Hydraulic PowerGeneration Maintenance

ETfienses lo.ooe 10,006

39

S46-&50.t Total OtherPowerGeneration Operation

Expenses s.tec 6,163

40

561-^.1 Total Other Power Generation Maintenance

Expenses 1.727 1.727

41 U&-SS7 Total OtherPower Supply Operation Ei^enses 88.551 2.947.077 3.035,628

42 560 Operation Supervision andEngineering 2,526.966 2,526,966

43 561.1 Load Oispalch-Reliabaiiy 4.831 3,503.721 3,508,352

44

561.2 LoadDispatch-Monitor and OperateTransmission

System 393.091 393,097

45

56U LoadDispatch-Transmission Sen/ice and

Scheduling 226,111 226,119

46 561.4 Scheduling, System Control and Di^tch Senricet

47 5616 Reliability Planning andStandards Development 1.338.075 1.338,075

Transmission Service Studies 26.987 26.987

4^ ^.7 Generation Interconnection Studies

50

56U Reliability Planning andStandards Development

Senrices

51 562 Station Expenses (Major Only) 55.00t 55.003

52 563 Overhead Line Expenses (Major Only) 75.835 75.839

53 564 Jnderground Line Expenses (Major Only)

54 565 Transmission ofElectridty by Others (Major Only)

55

566 Miscellaneous Transmission Expenses (Major

Only) 2,7l5,e8< 903,172 3,619,052

56 567 ^ents

57

567.1 Operation Supplies and Expenses (Nonmajor

Only)

58 Total Transmission Operation Expenses 3.49755( 8.271.934 11,769,490

59

568 Maintenance Supervision and Engineering (Major

Only)

60 568 Maintenance ofStructures (Major Only)

61 568.1 Maintenance of ComputerHardware

62 S6S.2 Maintenance ofComputerSoftware

63 5686 Maintenance ofCommunicadon Equipment

64

569.4 Maintenance ofMiscellaneous Regional

Transmission Plant

65 570 Maintenance ofStation Equipment (Major Only) 612.331 260.188 872526

66 571 Maintenance ofOverhead Lines (Major Only) 143.731 143.736

68

Maintenance ofUnderground Lines (Major Only)

Maintenance of Miscellaneous Transmission Plant

Major Only) 19.011 272,053 291,063
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LG&E and KU Services Company (1) 0 An Original
(2) I IA Resubmission

(Mo. Da. Yr)
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Schedule XVI> Analysis of Charges for Service* Associate and Non-Associate Companies (continued)

Accovni

(a)

T'lle d Account

(b)

Total Chargesla Services
Died Cost

(i)

Total Chargeskx Services
Indited Cost

(j)

Total Charges fa Services
Total Cos)

(k)

35

SI7-52S Total Nuclear PowerGeneration Operation

Expenses

36

S3S532 Total Nuclear Power Generation Maintenance

Expenses

37

US-S40.t Total Hydraulic PowerGeneration Operation

Expenses 10.531 10.531

38

&4l-54S.t Total Hydraulic PowerGeneration Maintenance

Expenses 10.006 10,006

39

546-550.1 Total Other Power Generation Operation

Expenses 8,183 8,183

40

551-554.1 Total Other Power Generation Maintenance

Expenses 1,727 1,727

41 555-557 Total Other Power Supply Operation Expenses 88,551 2.947.077 3.035.628

42 560 Operation Supervision and Engineering 2.526.966 2.526.966

43 561.1 Load Dispatch-Reliability 4.631 3.503.721 3.508.352

44

56U LoadDispatch-Monitor and OperateTransmission

System 393.097 393.097

45

56U LoadDispatch-Transmission Serviceand

Scheduling 226.119 226,119

46 561.4 Scheduling. System Control and Dispatch Services

47 56ti ReBabiiity Planning andStandards Development 1,338,075 1,338,075

L S' Transmission Sendee Studies 26.987 26,987

J.7 Generation interconnection Studies

50

56U Reliability Planning andStandards Development

Services

51 562 Station Expenses (Major Only) 55,003 55,003

52 563 Overhead Line Expenses (Major Only) 75,830 75,839

53 564 Underground Line Expenses (Major Only)

54 565 Transmission ofElectricity byOthers (Major Only)

55

566 Miscellaneous Transmission Expenses (Major

Only) 2,715.880 903.172 3.619,052

56 567 Rents

57

567.1 Operation Supplies and Expenses (Nonmajor

Only)

58 Total Transmission OperaBon Expenses 3,497.566 8.271.934 11,769,490

59

568 Maintenance Supervision and Engineering (Major

Only)

60 568 Maintenance ofStructures (Major Only)

61 568.1 MaintenanceofComputer Hardware

62 568.2 Maintenanceof iSomputer Software

63 568J Maintenance ofISommunication Equipment

64

568.4 Maintenance ofMiscellaneous Regional

Transmission Plant

65 570 Maintenance ofStation Equipment (Major Only) 612,338 260.188 872,626

66 571 Maintenance ofOverhead Lines (Major Only) 143,736 143.736

t
68

Maintenance ofUnderground Lines (Major Only)

Maintenance of Miscellaneous Transmission Plant

(Major Only) 19,010 272,053 291,063

FERC FORM NO. 60 (REVISED 12-07) Page 304a



LG&Eand KU Services Company (1) fXlAn Original
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<
No

Accourt

^mbei

(a)

Title d Acownt

(b)

AssodaleCompany
OiieclCost

(c)

AssodaieCompany
indrrsct Cost

(d)

Assodals Company
Total Co6l

(e)

Nonassccials

Company
Direct Cosl

(0

Nonassociate

Company

Indirect Cost

(s)

Nonassociate

Company
Total Cosl

|h)

69

S74 Maintenance oiTransmission Plant (Nonmajor

Oniy)

70 Total Transmission Maintenance Expenses 7re.084 532,241 1307,325

71 575.1-5rej Total Regional Market Operation Expenses

72 S76.1-&76^ Total Regional Market Maintenance Expenses

73 560-589 Total Distribution Operation Eiqsenses 3.W7.923 6.602.704 10,550,627

74 590-598 Total Distribution Maintenance Expenses 285.426 561,469 866,695

75

Total Electric Operation and Maintenance

Expenses 102,716.235 33,500.706 136216,938

76

700-796 Production Expenses (Provide selected accounts

ina footnote)

77 B0O613 Total Other Gas Supply Operation Expenses 61 .cot 81.008

78 6M-626 Total Underground StorageOperation Expenses 97,82J 97.826

79

830837 Total Underground Storage Maintenance

Expenses 1.99/ 1.997

80 840842^ Total OtherStorageOperation Expenses

81 843.1-843.9 Total OtherStorageMaintenance Expenses

82

844.1-846.2 Total Liquefied Natural Gas Terminaiing and

Processing Operation Expenses

83

847.1-847.8 Total Liquefied Natural GasTerminaiing and

Processing Maintenance Expenses

Operation Supervision and Engineering 313,065 313,063

System Control andLoad Dispatching.

86 852 Communication SystemExpenses

87 853 Compressor StationLabor and Expenses

88 854 Gas forCompressor StationFuel

89 855 OtherFueland PowerforCompressor Stations

90 856 Mains Expenses 1,93< 1,938

91 857 Measuring andRegulating Station Expenses

92 K8 Transmission andCompression ofGasBy Others

93 859 OtherExpenses

94 860 Rents

95 Total Gas Transmission Operation Expenses 315,00 315,001

96 861 Maintenance Supervision and Engineering

97 862 Maintenance ofStructuresand Improvements

98 863 Maintenance of Mains 9,721 9,729

99 864 Maintenance ofCompressor StationEquipment

100

sa Maintenance ofMeasuring And Regulating Station

Equipment

101 666 Maintenance ofCommunication Equipment

102 667 Maintenance ofOtherEquipment

103 Total Gas Transmission Maintenance Expenses 9.721 9.729

104 870881 Total Distribution Operation Expenses 181.167 130,785 311.952

c:)
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LG&E and KU Services Company (1) fx] AnOriginal
(2) I IA Resubmission

(Mo, Da. Yr)

/ I Dec 31. 2014

Schedule XVI* Analysis of Charges for Service- Associate and Non-Associate Companies (continued)

,c
Account

^umbei
THISof Account Tofal Charges Ic* Senrices

OirectCost

TdalCharges for Services
Inditeci Cosi

TOla! Charges lorServices
Total Cosi

(b) (i) (11 (k)

69

574 Maintenance o(Transmission Piani (Nonmajor

Only)

70 Total Transmission Maintenance Expenses 775.084 532241 1.307,325

71 575.1-575S Total Regional Market Operation Expenses

72 576.1-S7SS Total Regional Market Maintenance Expenses

73 S8&568 Total Distribution Operabon Expenses 3,947,923 6.602,704 10.560.627

74 500-598 Total Distribution Maintenance Ei^^enses 285,426 581.469 866.695

75

Total Electric Operation and Maintenance

Expenses 102,716.232 33,500.706 136.216.938

76

700796 Production Expenses (Provide selectedaccounts

ina (ootnote)

77 B0O813 Total Other GasSupp^Operation Expenses 81.008 61,008

78 B14-83S Total Underground StorageOperation Expenses 97,825 97.825

79

S30837 Total Underground Storage Maintenance

E)q>enses 1,997 1.997

80 »40e42J Total Other Storage Operation Expenses

81 543.I-S43.9 Total Other Storage Maintenance Ei^enses

82

544.1-8462 Total Liquefied Natural Gas Terminaling and

ProcessingOperation Expenses

83

847.1-6476 Total Liquefied Natural GasTerminaling and

Processing Maintenance Expenses

Operation Supervision andEngineering 313.063 313.063

6M tfi System Control andLoad Dispatching.

86 Communication System Expenses

87 553 Compressor Station Laborand Expenses

88 854 Gas lorCompressor StationFuel

89 655 Other Fuel and Power for Compressor Stations

90 MainsExpenses 1,938 1.938

91 657 Measuring and Regulating Station Expenses

92 656 Transmission andCompression ofGasBy Others

93 659 OtherExpenses

94 560 Rents

95 Total Gas Transmission Operation Expenses 315.001 315.001

96 561 Maintenance Supervision andEngineering

97 562 Maintenance ofStructures and Improvements

98 563 Maintenance of Mains 9.729 9.729

99 564 Maintenance ofCompressor StationEquipment

100

865 Maintenance ofMeasuring And Regulating Station

Equipment

101 866 Maintenance ofCommunication Equipment

102 867 Maintenance ofOtherEquipment

103 TotalGas Transmission Maintenance Expenses 9,729 9,729

104 870661 TotalDistribution Operation Expenses 181,167 130.785 311.952

C:)
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"C
No.

Kceouti

la)

Title ol Accourt

(b)

Associate Company
OirectCosI

(c)

AssodaleCompany
IndieaCost

(d)

Associate Company
Total Cost

(e)

Nonassociaie

Company
Direct CosI

(f)

Nonassociaie

Company
Indirect CosI

(9)

Nonassociaie

Company

TdalCost

(h)

105 Tola! Distribution Maintenance Expenses 339.324 339,324

106

Total Natural Gas Operation and Maintenance

Expenses 1,026.06 130,765 1.156.836

107 »t Supervision 778,632 3,992,375 4.771,207

108 BO? Meter reading expenses 66269 285,171 371,460

109 n3 Customer recordsand collection expenses 2,317,53C 13.426,648 15.744,178

110 S04 Uncollectible accounts

111 BOS Miscellaneous customeraccountsexpenses 161,725 1.846 183,571

112 906 Total Customer Accounts Operation Expenses 3,364,376 17.706.040 21,070,416

113 907 Supervision 2.604 660,464 663,068

114 908 Customerassistance expenses 2.273210 616,78( 2,889.990

115

909 Iniormational And instmctionai Advertising

Ei^enses 236,971 236,9re

116

910 Miscellaneous Customer Service And

Informational Expenses ( 6.500 13,621 8.121

117

Total Serviceand Infonnational Operation

Accounts 2,507281 1.290.865 3.798,154

118 911 Si4>ervtsion

119 912 Demonstrating andSelling Expenses

120 913 Advertising Expenses

121 916 MiscellaneousSales Expenses

Total Sales Operation Expenses

12?' Administrative and General Salaries 3,564.151 61,817289 65,371,441

124 921 Office Supplies and Expenses 840,80( 12,470.786 13,311,586

125 923 Outside Services Employed 6.626.61f 29,419.732 35,046.348

126 924 Property Insurance

127 92S Injuries and Damages 90.921 13,327 104,249

128 926 Employes Pensionsand Benefits 28,791,835 6,614,810 35,406,647

129 928 Regulatory Commission Expenses 860231 860.236

130 930.1 General Advertising Expenses 79.98 45,407 125,388

131 930.2 'vliscellaneous GeneralEiqoenses 30,045 1,221,847 1251,894

132 931 Rents 10,501 2.483,343 2.493,849

133

Total Administrative andGeneral Operation

E)q}ensss 39,865.09: 114,086,541 153,971,638

134 93S Maintenance ofStructuresand Equipment t,468,63( 1,627,064 3,095.700

135

Total Administrative and General Maintenance

Expenses 47,225,391 134,710510 181,935,908

136 Total Cost of Sen/ice 150,967,68- 168,342,001 319,309,682

c
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Schedule XVI- Analysis of Charges for Service- Associate and Non-Associate Companies (continued)

<
No

Accoum

(a)

TUeol Account

fc)

Total Charges fa Services
Oiled Cost

(i)

Total Charges la Senrices
Indirect Cost

(j)

Total Charges la Services
TaalCosl

(1(|

105 Total Distribution Maintenance Expenses 339,324 339,324

106

Total Natural Gas Operation and Maintenance

E)q)enses 1.026.051 130,785 1.156.836

107 901 Supenrision 778.832 3.992,375 4.771207

108 902 Meter reading expenses 86.289 285,171 371,460

109 903 Customer recordsand collection expenses 2,317.530 13,426,648 15,744,178

110 904 Uncollectible accounts

111 905 Miscellaneous customeraccountsexpenses 181.725 1,846 183,571

112 906 Total Customer Accounts Operation Expenses 3.364,376 17,706,040 21,070,416

113 907 Supervision 2,604 680.464 663,068

114 908 Customer assistance expenses 2273,210 616,780 2,889.990

115

900 iniormational And Instructional Advertising

Expenses 236,975 236,975

116

910 Misceiianeous Customer Service And

iniormational Expenses ( 5,500) 13,621 8,121

117

Total Sen/ice andInformational Operation

Accounts 2507,289 1,290.6^ 3,798,154

118 911 Sipervision

119 912 Demonstrating andSelling Expenses

120 913 Advertising Expenses

121 916 Miscellaneous Sales Expenses

") Total Sales Operation Expenses

12?^ m Administrative and General Salaries 3,554.152 61.817289 65.371.441

124 921 Office Suppliesand Expenses 840,800 12.470,786 13.311586

125 923 Outside Services Employed 5,626.616 29,419,732 35,046.348

126 924 Property Insurance

127 925 Injuries and Damages 90,922 13,327 104249

128 926 Employee Pensions andBenefits 28,791,837 6.614,810 35,406,647

129 928 Regulatory Commission Eiqaenses 860236 860236

130 930.1 General Advertising Expenses 79.981 45,407 125,388

131 930.2 Miscellaneous GeneralEi^enses 30,047 1,221,847 1,251,894

132 931 Rents 10506 2,483543 2,493,849

133

Total Administrative andGeneral Operation

E)q)enses 39.885,097 114.086541 153,971,638

134 935 Maintenance ol Structures and Equipment 1,468,636 1.627.064 3,095,700

135

Total Administrative and General Maintenance

E)q3enses 472»,398 134,710510 181,935.908

136 Total Cost of Service 150,967,681 188.342.001 319,309,682

CP
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Schedule XVII - Analysis of Billing - Associate Companies (Account 457)

1. For services rendered to associate companies (Account 457), listall of the associate companies.

Dec 31, 2014

-Si!

Line

No.

Name ofAssociate Company

(a)

Account 457.1

Direct CostsCharged

(b)

Account 457.2

Indirect (kisis Charged

(c)

Account 457.3

Compensation ForUse
of Capital

(d)

Total Amount Billed

te)
1 PPLServicesCorporation 752,399 752,399

2 LGAEand KU Capital LLC 11.698,927 ( 20,534) 11,678,393

3 Louisville Gasand Electric Company 63,764,928 77,180,775 140,945,703
4 Kentucky Utilities Company 74,671,389 91,165,291 165.836,680

5 Western Kentucky Energy Corp. 74,042 74,042

6 LG&E Energy Marketing Inc. 5,996 5,996

7 LG&Eand KU Energy LLC 16,469 16,469

8

9

10

11

12

13

14

15

16

17

18

19

20

2>ii

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total 150,667,681 168,342.001 319,309,682

c )
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Schedule XVIII - Analysis of Billing - Non-Associate Companies (Account 458)

Dec 31. 2014

1. For services rendered tononassociate companies (Account 458). list all of thenonassociate companies. In a footnote, describe
the services rendered to each respective nonassociate company.

Line

No.

NameofNon-assodate Company

(a)

Account 458.1

Direct Costs

Charged

(b)

Account 458.2

Indirect Costs

Charged

(c)

Account 458.3

Compensation For
UseofCapitai

(d)

Account 458.4

Excess or Deftciency on
Servicing Non-assodate

Utility Companies

(e)

Total Amount Billed

(0
None

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

k
22 r

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40 Total

c )
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(2) 1 |A Resubmission / / Dec 31. 2014

Schedule XIX - Miscellaneous General Expenses • Account 930 2

1. F

to t

2. F

rovide a listing of the amount included in Account 930.2, "Miscellaneous General Expenses" classifying such expenses according
leir nature. Amounts less than $50,000 may be grouped showing the number of items and the total for the group
aymenls and expenses permitted by Section 321 (b)(2) of the Federal Election Campaign Act, asamended by Public Law 94-283 in
y U.S.C. 441(b)(2)) shall be separately classified.

Line

No.

Tide of Account

(a)

Amount

(b)

1 Research andDevelopment
1,139.135

2 Business License Fees
750

3 Association Dues
102

4 Other MisceHaneous General Expenses •24 items less than $50,000 each
111,907

b

b

/

8

9

10

11

12

13

14

1b

16

1/

18

19

21«

22

23

24

2b

26

2/

28

29

30

31

32

33

34

3b

36

3/

38

39

40 Total 1,251,894

c )
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Schedule XX • Organization Chart

IT. Kfoviae a grapnicai presentaLon of the relationships and inter relationships within the service company that identifies lines of authority and
responsibility in the organization.

The following were officers of LKS as of December 31. 2014:

Victor A. Staffieri -- 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 M. 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. Arbough - Treasurer
Valerie L. Scott - Controller

Paul W. Thompson -- ChiefOperating Officer
Lonnie E. Bellar

D. Ralph Bowling
Vice President, Gas Distribution

-- Vice President, Power Production
John P. Malloy -- Vice President, Customer
Services

David S. Sinclair -- Vice President, Energy Supply and Analysis
Paul Gregory Thomas -- Vice President, Electric Distribution
John N. Voyles, Jr. -- Vice President, Transmission and Generation
Services

Thomas A. Jessee - Vice President, Transmission

S. Bradford Rives, Chief Administrative Officer, announced his retirement, effective March 13, 2015.
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Schedule XXt • Methods of Allocation

Q . Indicale Ihe service department orfunction and thebasis for allocation used when employees render services to more than one department or
functional group. If a ratio, include the numerator and denominator.

2. Include any other allocation methods used to allocate costs.

Service Department or Function Basis of Allocation

Customer Service Number of Customers Ratio
Sales and Marketing Number of Customers Ratio

Economic Development and MajorAccounts Number of Customers Ratio

Meter Reading Services Number of Meters Ratio

Cash Remittance Revenue Ratio

Billing Integrity Number of Customers Ratio; Number of Meters Ratio
Energy Efficiency Number of Customers Ratio

Smart Grid Strategy Number of Customers Ratio

Field Services Number of Meters Ratio

CCS Retail Business Readiness Number of Customers Ratio

Project Engineering Generation Ratio

System Laboratory Total Utility Plant Assets Ratio
Generation Total Utility Plant Assets Ratio
Generation Services and Safety Total Utility Plant Assets Ratio; Total Utility Electric Plant

Assets Ratio
Fuel Procurement Contract Ratio; Generation Ratio
Project Development Total Utility Plant Assets Ratio
Mrategy, Reliability and Tariffs

Operations and Construction
Transmission Ratio

Transmission Ratio; Total Assets Ratio; Total Utility Plant
Assets Ratio

Reliability and Compliance Transmission Ratio

Energy Marketing Generation Ratio

Market Forecasting Generation Ratio

Load Forecasting Generation Ratio

Generation Planning and Analysis Generation Ratio

Network Trouble and Dispatch Number of Customers Ratio

Electric Engineering Total Assets Ratio

Distribution Asset Management Number of Customers Ratio; Total Assets Ratio
Forestry Total Assets Ratio

Distribution IT Number of Employees Ratio; Total Assets Ratio
Substation Construction and Maintenance Total Utility Plant Assets Ratio
Budgeting Revenue, Total Assets and Number of Employees Ratio;

Transmission Ratio; Generation Ratio; Number of
Customers Ratio

Financial Planning Revenue, Total Assets and Number of Employees Ratio
Accounting and Reporting Revenue, Total Assets and Number of Employees Ratio
Property Accounting Total Utility Plant Assets Ratio
Revenue Accounting Revenue Ratio

Payroll Number of Employees Ratio
Tax Accounting, Compliance and Reporting Revenue, Total Assets and Number of Employees Ratio
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Q udit Services

Sarbanes-Oxley Compliance
Treasury and Corporate Finance
Risk Management
Credit Administration

Energy Marketing Trading Controls
Supply Chain
Accounts Payable

IT Security and Compliance
IT Applications and Customer Services
IT Infrastructure and Operations
IT Business Services

Legal

Compliance

Environmental Affairs

Regulatory Affairs
Government Affairs Management
Internal Communications

External and Brand Communications

:ublic Affairs Management
acilities and Buildings

Security

Production Mail

Document

Process Management and Performance
Right-of-Way
Transportation
HR Compensation
HR Benefits

Other HR Services

Health and Safety
Executive Management

Q

ERC FORM 60 (NEW 12-05t

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
Generation Ratio

Generation 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 Customers Ratio
Number of Employees Ratio
Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Number of Employees Ratio; Total Utility Plant Assets
Ratio

Electric Peak Load Ratio

Revenue Ratio

Revenue Ratio

Number of Employees Ratio
Number of Customers Ratio; Revenue, Total Assets and
Number of Employees Ratio
Revenue, Total Assets and Number of Employees Ratio
Number of Customers Ratio; Number of Employees Ratio
Number of Employees Ratio
Number of Customers Ratio

Number of Employees Ratio
Number of Customers Ratio

Number of Customers Ratio

Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Number of Employees Ratio
Generation Ratio; Number of Customers Ratio; Number of
Employees Ratio; Revenue Ratio; Revenue, Total Assets
and Number of Employees Ratio; Total Assets Ratio; Total
Utility Plant Assets Ratio; Transmission Ratio

402.2
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ontract Ratio - Based on the sum of the physical amount (i.e. tons of coal, mmbtu of natural gas) of the
contract for coal and natural gas fuel burned for the immediately preceding twelve consecutive calendar
months, the numerator of which is for an operating company and the denominator of which is for ail operating
companies. This ratio iscalculated onan 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 - Aspecific LKS 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 and
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 bedetermined no later than May 1st 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 annualOasis. Any changes in the ratio will be determined no later than May 1st of the following calendar year, and
larges todate will be reallocated for any significant changes in the ratio from that used In the prior year.

Generation Ratio - Based on the annual forecast of megawatt hours, the numerator ofwhich is for an
operating company and the denominator ofwhich 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 1stofthe 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
equaj 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 bedetermined no later than May 1stof 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 and/or gas customers. This ratio will be
determined based on the actual number ofcustomers at the end ofthe previous calendar year. In some
cases, the ratio may be calculated based on the type of customerclass being served (i.e. Residential,
Commercial or Industrial). The numerator is the total number ofeach 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 1stofthe following calendar year,
and charges to date will be reallocated for any significant changes in the ratio from that used in the prior year.'

a umber of Employees Ratio - Based on the number of employees benefiting from the performance of a
ERC FORM 60 (NEW 12-05) 402.3 1
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^^rvice. This ratio will be determined based on actual counts of applicable employees at the end of the
previous calendar year. Atwo-step assignment methodology Is utilized to properly allocate LKS 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 LKS). For the second step, the ratio of LKS 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. In some
cases, the ratio may be calculated based on the number of employees at a specific location for the first step
With the ratio of LKS to total employees being allocated based on labor hours of the employees at the specific
location. 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 ofMeters Ratio —Based on the number or types of meters being utilized by customer classes within
the system for the immediately preceding twelve consecutive calendar months. The numerator is equal 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 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 Transactions Ratio —Based on the number of transactions occurring in 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. The Controller's organization is responsible for

-maintaining and monitoring specific product/service methodology documentation for actual transactions
^^lated to LKS billings. This ratio is calculated on an annual basis. Any changes in the ratio will be determined
~o 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 ofwhich is for an operating company and the denominator ofwhich 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 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 ofEmployees Ratio —Based on an average of the revenue, total
assets and number of employees ratios. 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 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.

Total Assets Ratio - Based on the total assets atyear end for the preceding year. In the event of joint
ownership ofa specific asset, asset ownership percentages are utilized to assign costs. The numerator is the
total assets for each specific company at the end ofthe 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 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 todate will be reallocated for any significant changes in the ratio from that used in the prior
year.
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o,otal 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 and the denominator of which is for all operating
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. 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.

Transmission Ratio -The Transmission Coordination Agreement (TCA) provides "the contractual basis for
the coordinated planning, operation, and maintenance of the combined" LG&E and KU transmission system.
Pursuant to the terms of the TCA, LG&E/KU "operate their transmission systems as a single control area "
The TCA establishes cost and revenue allocations between LG&E and KU. The Transmission Ratio is based
upon Schedule A(Allocation of Operating Expenses of the Transmission System Operator) of the TCA.
Transmission System Operator Company allocation percentages are calculated during June of each year to
be effective July 1st of each year using the previous year's summation of the Transmission Peak Demands as
found in FERC Form 1for LG&E and KU. page 400 line 17(b).

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
Tansportation costs to determine the amount charged to eachcompany.

d
Ownership Percentages - Based on the contractual ownership percentages of jointly-owned generating
units, information technology, facilities and other capital projects. This ratio is updated as a result of a new
jointly-owned capital projects and is based on the benefit to the respective company. The numerator is the
specific company's forecasted usage. The denominator is the total forecasted usage of all respective
companies.
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Name Old Company OldJobTiUe Current Comparty CofTBnt Job Htle Eff Date

Akridge,Jason D Louisville Gas & Electric Co. Line Technician A LG&Eand KUServices Company Safety Specialist 9/1/2014

Barnett,Robert L Louisville Gas & Electric Co. Mgr Commercial Operations LG&Eand KUServices Company Mgr Commercial Operations 12/22/2014

Baurle,Stephen C Louisville Gas & Electric Co. Right Of Way Agent III LG&Eand KUServices Company Right Of Way Agent III 9/29/2014

Bencomo,Joseph Justin Louisville Gas & Electric Co. Mechanical Engineer II LG&E and KU Services Company Market Compliance Analyst 2/17/2014

Black,Kenneth Edwin Louisville Gas & Electric Co. Contract Administrator III LG&E and KU Services Company Contract Administrator III 12/22/2014

Burdette.Gary Lee Kentucky Utilities Unit Operator Assistant LG&Eand KUServices Company Training Consultant-Senior 3/17/2014

Carr.Samuel D Kentucky Utilities Mgr Commercial Operations LG&Eand KUServices Company Mgr Commercial Operations 12/14/2014

Ciarlante.Jennlfer Scharfenberger Louisville Gas & Electric Co. Computer Graphics Tech A LG&E and KU Services Company Project Coordinator • SC&M 8/4/2014

Combs,Nancy L Kentucky Utilities Sr Customer Representative LG&Eand KUServices Company Sr Customer Representative 6/9/2014

Hawley,Barclay Ann Louisville Gas & Electric Co. Customer Representative 1 LG&Eand KUServices Company Oept/Div Secretary 6/23/2014

Hayes.Christopher Louisville Gas & Electric Co. Warehouse Supvr. LG&Eand KUServices Company Warehouse Supvr. 12/22/2014

Kermann,George Joseph Louisville Gas & Electric Co. Contract Administrator 111 LG&E and KU Services Company Contract Administrator III 12/22/2014

Hill,Kevin C Kentucky Utilities Warehouse Supvr. LG&E and KUServices Company Warehouse Supvr. 12/14/2014

Holderman,James Joseph Louisville Gas & Electric Co. Mgr Real Estate & Right Of Way LG&Eand KUServices Company Mgr Real Estate & Right Of Way 2/17/2014

Hundley.Jessica L Louisville Gas & Electric Co. Sr Distribution Ops Assistant LG&E and KU Services Company Asst to VP Customer Services 2/3/2014

Johnson.Philltp A Louisville Gas & Electric Co. Contract Administrator II LG&Eand KUServices Company Contract Administrator II 12/22/2014

Jones,James Travis Kentucky Utilities Substation Technician A LG&Eand KUServices Company Protection Systems Technician 2/17/2014

Jubina,William A Kentucky Utilities Engineer Co-op/lntern III LG&E and KU Services Company Engineer Co-op/lntern III 5/19/2014

Kremer,Daniel L Louisville Gas & Electric Co. Mgr Commercial Operations LG&Eand KUServices Company Mgr Commercial Operations 12/22/2014

Laswell,Chad Oewayne Louisville Gas & Electric Co. Lead Customer Representative LG&E and KU Services Company Lead Customer Representative 1/6/2014

Lott.Timothy Vincent Kentucky Utilities Contract Administrator III LG&E and KUServices Company Contract Administrator II 12/14/2014

Luster.Michael Paul Kentucky Utilities Contract Administrator III LG&Eand KUServices Company Contract Administrator III 12/14/2014

Maxey,Marlon R Kentucky Utilities Contract Administrator III LG&E and KU Services Company Contract Administrator III 12/14/2014

McGeorge,Joe Namath Kentucky Utilities Line Technician A LG&E and KU Services Company Inspector • Transmission 9/1/2014

MiIls,Leslie A Louisville Gas & Electric Co. Lead Rcrd Coor • Elec Dist Ops LG&E and KU Services Company Restoration Coordinator 10/27/2014

Mitche'Uudy Hettich Louisville Gas & Electric Co. Right Of Way Agent II LG&E and KU Services Company Right Of Way Agent II 9/29/2014

Mooney II,Michael L Louisville Gas & Electric Co. Warehouse Supvr. LG&E and KUServices Company Warehouse Supvr. 12/22/2014

Murphy,Kevin P Louisville Gas & Electric Co. Grp Ldr - Gas Constr & Maint LG&E and KU Services Company Mgr Safety Tech Train • GD 4/28/2014

Parrish,Christopher Paul Kentucky Utilities Electrical Engineer III LG&E and KUServices Company Electrical Engineer III 12/14/2014

^ansdell,Charles Louisville Gas & Electric Co. Mgr Commercial Operations LG&E and KU Services Company Mgr Commercial Operations 12/22/2014

Ritchey.Stacy Lynn Kentucky Utilities Mgr Commercial Operations LG&Eand KUServices Company Mgr Commercial Operations 12/14/2014

Spencer,Greg Louisville Gas & Electric Co. Contract Administrator II LG&E and KU Services Company Contract Administrator II 12/22/2014

Stump.Eleanor 0 Louisville Gas & Electric Co. Transportation Records Tech LG&E and KU Services Company Support Analyst Transportation 6/9/2014

Sullivan,Patrick Kentucky Utilities Warehouse Supvr. LG&Eand KUServices Company Warehouse Supvr. 12/14/2014



Name

Tardy,Taylor

Taylor,Phillip Wayne

Thompson,Christy

Vanover,Ervin E

Votaw,Joni Renee

Old Company

Louisville Gas & Electric Co.

Kentucky Utilities

Louisville Gas & Electric Co.

Kentucky Utilities

Louisville Gas & Electric Co.

Old Job TWe

Employees T '̂̂ erred in 2014
Current Company

Utility Arborist

Service Technician A

Area Retail Operations Mgr

Team Ldr Subst Constr & Main

Gas Regulatory Associate II

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

Current Job TWe

Utility Arborist

Restoration Coordinator

Area Retail Operations Mgr

Inspector • Substation

Asst to VP Customer Services

A=lliff Date
1/6/2014

12/1/2014

8/18/2014

6/30/2014

3/17/2014


