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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

[X] ANNUAL REPORTPURSUANT TO SECTION 13 OR 15(d)OFTHE SECURITIES EXCHANGE ACT OF 1934 for the fiscal year ended
December31,2015
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Allentown, PA 18101-1179
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(Pennsylvania)
Two North Ninth Street

Allentown,PA18I0I-I179
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LG&E and KU Energy LLC
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220 West Main Street
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Louisville Gas and Electric Company
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220 West Main Street

Louisville, Kentucky 40202-1377
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Kentucky Utilities Company
(Exact name ofRegistrant as specified in its charter)
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One Quality Street
Lexington, Kentucky 40507-1462
(502) 627-2000

IRS Employer
Identification No.

23-2758192

23-0959590

20-0523163

61-0264150
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Securities registered pursuant to Section 12(b) ofthe Act:

Title ofeach class

Coinmon Stock ofPPL Cornoration

Name ofeach exchange on which registered

New York Stock Exchange

Junior Subordinated Notes ofPPL Capital Funding, Inc.
2007 Series A due 2067 New York Stock Exchange
2013 Series B due 2073 New York Stock Exchange

Securities registered pursuant to Section 12(g) ofthe Act:

Common Stock ofPPL Electric Utilities Corporation

Indicate by check mark whether the registrants are well-known seasoned issuers,,as defined in Rule 405 ofthe Securities Act.

PPL Corporation Yes X No
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 by check mark ifthe registrants are not required to file reports pursuant to Section 13 or Section 15(d) ofthe Act.

PPL Corporation 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 by check markwhether the registrants (l)have filed all reports required to be filed by Section 13 or 15(d)ofthe Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrantswere 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 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 markwhether the registrantshave submitted electronically and posted on their corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter
period that the registrants were required to submit and post such files).

PPL Corporation Yes X No
PPL 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

Source: PPLCORP, lO-K, February 19, 2016 Powered by Morningstar" Documeni Research
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Indicateby checkmark if disclosure of delinquentfilerspursuantto Item405 of RegulationS-Kis not containedherein,and will not be contained,to the best
of registrants' knowledge, in definitiveproxyor information statementsincorporated by reference in Part IIIof this FormlO-Korany amendment to this Form
lO-K.

PPLCorporation [X]
PPLElectricUtilitiesCorporation [ X]
LG&Eand KUEnergy LLC [ X ]
LouisvilleGasand ElectricCompany [ X]
Kentucky UtilitiesCompany [ X]

Indicate by check maik whether the registrants arelargeaccelerated filers, accelerated filers, non-accelerated filers, ora smaller reporting company. See
definitionof "large accelerated filer," "accelerated filer" and "smaller reportingcompany"in Rule 12b-2ofthe ExchangeAct.(Check one):

PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Largeaccelerated Accelerated Non-accelerated Smaller reporting
filer filer filer company
X]

I [
1 [
] [
] [

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

[ ]
[X]
IX]
IX]
IX]

PPL Corporation Yes No X
PPL Electric Utilities Corporation Yes No X
LG&Eand KUEnergy LLC Yes No X
Louisville Gas and Electric Company Yes No X
Kentucky Utilities Company Yes No X

Asof June 30,2015, PPL Corporation had 669,514,249sharesof its $0.01 par value Common Stockoutstanding.Theaggregatemarketvalue of these
commonshares (based upon the closing price ofthese shares on the NewYoric Stock Exchange on that date) held by non-affiliateswas SI9,730,584,918. As
of January 31,2016, PPLCorporation had 675,190,188sharesof its SO.Ol parvalue Common Stockoutstanding.

Asof January31,2016, PPL Corporation held all 66,368,056 outstandingcommon shares, no parvalue,of PPLElectricUtilitiesCorporation.

PPLCorporation directly holds all ofthe membership interests in LG&Eand KUEnergy LLC.

Asof January31,2016, LG&E and KU Energy LLCheld all 21,294,223 outstanding common shares, no parvalue,of LouisvilleGasand ElectricCompany.

Asof January31,2016, LG&E and KUEnergyLLCheld all 37,817,878outstanding common shares,no parvalue, of KentuckyUtilitiesCompany.

PPL Electric UtilitiesCorporation, LG&E and KUEnergy LLC, Louisville Gas and Electric Company and KentuckyUtilitiesCompany meet the
conditions set forth in General Instructions (I)(l)(a) and (b) of Form lO-K and are therefore filing this form with the reduced disclosure format

Documents incorporated by reference:

PPLCorporation has incorporated herein by referencecertain sections of PPLCorporation's 2016 Notice of Annual Meeting and Proxy Statement,which will
be filedwiththe Securities and ExchangeCommission not laterthan 120days afterDecember 31,2015. SuchStatements will providethe information
required by Part III of this Report.
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This combined Form lO-Kis separately filed by the following Registrants in their individual capacity; PPL Corporation. PPL F.leciricUtilities Corporation.
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Tjhli; I'l Ci'nlenls

GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its subsidiaries

KU- Kentucky UtilitiesCompany, a public utility subsidiary ofLKt engaged in the regulated generation, transmission, distributionand sale orclectricity.
primarily in Kentucky.

LG&E• Louisville Gasand Electric Company, a public utility subsidiary ofLKE engaged in (he regulated generation,transmission, distributionand sale of
electricity and the distribution and sale ofnatural gas in Kentucky.

LKE - LG&Eand KU Energy LLC. a subsidiary of PPL and the parent of LG&E. KUand other subsidiaries.

LKS - LG&E and KUScr\ icesCompany, a subsidiary ofLKE that provides service.s to LKEand its subsidiaries.

PPL • PPLCorporation, the parent holding company of PPLElectric, PPLEnergy Funding, PPLCapital Funding. LKEand other subsidiaries,

PPL Capital Funding-PPL Capital Funding. Inc..a financing subsidiary ofPPL that provides financing for the operations of PPLand 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 PPLengaged in the regulated transmissionand 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 PPLand the parent holding company of PPL Global and other subsidiaries.

PPL EU Services • PPLEUServicesCorporation, a subsidiary of PPLthat, beginning in 2015. provides suppon servicesand corporate functions such as
financial, supply chain, human resources and facilities management services primarily to PPL Electric and its afliliates.

PPL Giobai • PPLGlobal. LLC,a subsidiary of PPLEnergyFunding that primarily through its subsidiaries,owns and operates WPD. PPL's regulated
electricity distribution businesses in the U.K.

PPL Services • PPLServicesCorporation, a subsidiary ofPPL that provides administrative, management and support services to PPLand its subsidiaries.

PPL WEMLimited-aho referred to as PPL WEM is an indirect UK subsidiary of PPLGiobai which during a reorganization in October 2014 transferred
WPD (liasi Midlands) and WPD (West Midlands) to a subsidiary of WPD pic.

PPL WPD Limited • an indirect U.K. subsidiary of PPLGlobal. PPLWPDLimited holds a liability for a closed defined benefit pension plan and a
receivable with WPD pic. Following a reorganization in October 2015, PPL WPD Limited is now parent to WPDpic having previously been a sister company.

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

Subsidiary Reg/strantCs^- Registrants that are direct or indirect wholly owned subsidiaries ofPPL; PPL Electric. LKE.LG&F. and KU.

WPD - refers to PPL WPD Limited and its subsidiaries.

WPD (East Midiands} - Western PowerDistribution (East Midiands) pic, a British regional electricity distribution utility company.

WPD pic - Western PowerDistribution pic. formerly known as Western PowerDistribution Limited,a direct U.K. subsidiary of PPLWPDLimited. Its
pnncipal indirectly owned subsidiaries are WPD (East Midlands). WPD (South Wales). WPD (South West) and WPD (West Midiands).

The mteimiimn containaO hormi nitynoi tw copra). atlafileOoi dtstnbuled ano tinoi warranrrxl (t>Pooccuraia compMeot (vnofy The uie/aMumur, all nsla lot any oemaqes or losna arumg t'om any uae nt iini. iiifo'malion.
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WPDMidlands - reTeni to WPD (East Midlands)and WPD{West Midlands), collectively.

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

WPD (South WesO - 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.

VWCE- Westem Kentucky Energy Corp., a subsidiary ofLKEthat leased certain non-utility generating plantsin western Kentucky untilJuly 2009.

Other terms and abbreviations

£ - British pound sterling.

2001Mortgage Indenture • P?LElectric's Indenture, datedas ofAugust 1,2001,to the Bank of New York Mellon (as.successor to JPMorgan Chase Bank),
as trustee, as supplemented.

2010Equity Unit(s) -a PPL equity unit, issued inJune2010. consisting ofa 2010 Purchase Contract and. initially, a 5.0% undivided beneficial ownership
mterc.st in SI.000 principal amount ofPPL Capital Funding 4.625% Junior Subordinated Notes due 2018.

2010Purchase Contract(s) -a contract thatisa component ofa 2010 Equity Unit requiring holders topurchase shares ofPPL common stock onorpriorto
July 1.201.^.

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

2011 Purchase Contract(s) • a contract that is a componentof a 2011 Equity Unit requiring holdersto purchasesharesof PPL commonslock on orpriorto
May 1.2014.

401(h) account(s) - Asub accountestablished withina qualifiedpension trust to provideforthe payment ofretircc medical costs.

Act - Act 11 of20l2 that becamecflcctiveon .April 1ft. 2012.The Pennsylvania legislationauthorizesthe PUC to approvetwospecificratemaking
mechanisms; the use ofa fully projected future test year in base rate proceedings and. subject to certain conditions, a DSIC.

Act 129 - Act 129of 2008 that became elTcctive in October2008.The lawamendsthe Pennsylvania PublicUtilityCode and createsan energyefficiency and
conserv ation programand smart metering technology requirements,adopts new PLR electricity supply procurement rules, provides remedies formarket
misconduct and changes to the Alternative Energy Portfolio Standard (AEPS).

AFUDC- Allowance for FundsUsed DunngConstruction. Thecost of equity and debt fundsused to finance construction projectsof regulatedbusinesses,
which is capitalized as part ofconstruction costs.

AOC/-accumulated other comprehensive income or loss.

ARC • asset retirement obligation.

ATM Program - At-the-Market stock offering program.

ii'..'ii i Luiii''- lilt -I'!' • . 't' I .'.'.'-ii'- • , I. I .ii'iLiii Husfiiirri®*
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BSER-Best System of Emission Reduction. Thedegree ofemission reduction thatEPA determines hasbeenadequately demonstrated when takinginto
account the cost ofachieving such reduction and any non-airquality health and environmental impact and energy requirements.

Cane Run L/mY 7-a natural gas combined-cycle generating unit in Kentucky,jointly owned by LG&Eand KU,with a capacity of642MW (141 MWand
501 MWto LG&Eand KU).

CCR(s)• Coal Combustion Residual(s).CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.

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

Clean Water Act- federal legislationenacted to address certainenvironmental issuesrelatingto waterquality includingeffluentdischarges, cooling water
intake, and dredge and fill activities.

COBRA - ConsolidatedOmnibus BudgetReconciliationAct,whichprovidesindividuals the option to temporarily continue employergroup health
insurance coverage after termination of employment.

CPCN- Certificate of PublicConvenienceand Necessity. Authority grantedby the KPSC pursuantto KentuckyRevisedStatute278.020to provideutility
service to or for the public or the construction of certain plant, equipment, property or facility for furnishing ofutility service to the public.

Customer Choice Act - the Pennsylvania Electricity Generation Customer Choice and Competition Act, legislation enacted to restructurethe state's
electric utility industry to create retail access to a competitive market for generation ofelectricity.

DDCP - Directors Deferred Compensation Plan.

Depreciation not normalized-the flow-through incometax impactrelated to the state regulatory treatment of depreciation-related timing differences.

DNO - Distribution Network Operator in the U.K.

DOJ-U.S. Department ofJustice.

DPCR4 - Distribution PriceControlReview4, the U.K. five-year ratereviewperiodapplicable to WPD that commenced April 1,2005.

DPCR5-Distribution PriceControlReview5, the U.K. five-year rate reviewperiod applicableto WPD that commenced April 1,2010.

DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.

DSIC- the Distribution System Improvement Chargeauthorized underAct 11,whichis an altemative ratemaking mechanism providingmore-timely cost
recovery of qualifying distribution system capital expenditures.

DSM - DemandSide Management. Pursuant to Kentucky Revised Statute 278.285, the KPSC may determine the reasonableness ofDSM plans proposed by
any utility under its jurisdiction. Proposed DSMmechanismsmay seek full recovery of costs and revenues lost by implementing DSMprogramsand/or
incentives designed to provide financial rewardsto the utility for implementing cost-effective DSMprograms.The cost of such programsshall be assigned
only to the class or classes ofcustomers which benefit from the programs.

DUoS - Distribution Useof System. This forms the majority of WPD's revenues and is the chargeto electricitysupplierswhoareWPD's customers and use
WPD's network to distribute electricity.

Earnings from Ongoing Operations - A non-GAAP financial measureof eamings adjusted for the impact of special itemsand used in "Item7. Combined
Management's Discussion and Analysis ofFinancial Condition and Results ofOperations" (MD&A).See "Non-GAAPFinancial Measures" within the MD&A
for additional details.

Source: PPL CORP. 10-K, Febiuary 19. 2016 Poi/.«reil by Morningsiar • Document Research^
The infonnalion ccntatnod herein may not be copiod, odoptod or distributed and is not werrantod (o bo accurate, compieto or timofy. The user assumes all risks for any datnages or losses arising from arty use of this information,
empt to the extent such damages orfosses cannot be limitod or excluded by appUcable law. Past financial p&formanco is no guarantee of future results.
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EBPB - Employee Benefit Plan Board. The administrator ofPPL's U.S. qualified retirement plans, which ischarged with the fiduciary responsibility to
overseeand manage those plans and the investment.s associated with those plans.

ECR -Environmental Cost Recovery. Pursuant toKentucky Revised Statute 278.1X3. Kentucky electric utilities ate entitled tothe current recovery ofcosts
ofcomplying with the Clean Air Act. asamended, and those federal, state or local environmental requirements thatapply tocoal combustion wastes and by
products from the production ofenergy from coal.

ELG(s) • Effluent Limitation Guidelines, regulationspromulgated by the EPA.

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

EPS - earnings per share.

Equity Un/fCs^- refers collectively to the 2011 and 2010 Equity Units.

FERC- Ecderal Energy Regulatory Commission, the U.S. federal agency that regulates, among otherthings, interstate transmission and wholesale sales of
electricity, hydroelectric power projects and related matters.

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

GiA4P-Generally AcceptedAccounting Principles in the U.S.

GBP - British pound sterling.

GHG' greenhouse gas(es).

GLT-Cias Line Tracker. The KPSC approved mechanism forLG&E's recovery of costsa.ssociated with gassendeelines, gasrisers, leak mitigation, andgas
main replacements. Rate recovery became effective January 1.2013.

Gross Margins - Anon-G.AAP financial measure of performance used in "Item 7.Combined Management's Discussion andAnalysis of Financial Condition
and Results ofOperaiions" (MD&A). See "Non-GAAP Financial Measures" within the MD&A, for additional details.

GWh - gigawatt-hour. one million kilowatt hours.

Holdco - Talcn Energy Holdings. Inc.. a Delaware corporation, which was formed for the purposes of theJune 1.2015spinoflTofPPL Energy Supply. LLC.

IBEW- Inlcmalional Brotherhood of Electrical Workers.

ICP - The PPLIncentive Compensation Plan.This plan provides for incenli\e compensation to PPL'sexecutive officersand certain other senior executives.
New awards under the ICP were suspended in 201 2 upon adoption of the 2012 PPL Stock Incentive Plan.

ICPKE •ThePPL Incentive Compensation Plan for Key Employees. TheICPKE provides for incentive compensation to certain employees belowthe level of
senior executive.

If'Converted Method • Amethodapplied to calculatediluted EPS fora company withoutstandingconvertibledebt.The methodis applied as follows;
Interest charges (after-tax) applicable to the convertible debt are added back to net income and the convertible debt is assumed to have been converted to
equity at the beginning ofthe period, and the resulting common shares are treated as outstanding shares. Both adjustments arc made only for puiposes of
calculating diluted EPS. This method was applied to PPL's Equity Units priorto settlement.

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

KPSC - Kentucky PublicService Commi.ssion. the stateagency that hasjurisdiction over the regulationof ratesand serviceof utilities in Kentucky.
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KU 2010 Mortgage Inderjture • KLI's Indenture,dated as of October 1.2010. to The Bank ofNew York Mellon, as supplemented.

fcV-kj]o\olt,

kVA- kilovolt ampere.

kWh - kilowatt hour, basic unit ofelectrical energy.

LCtDA • Lehigh County Industrial Development Authority.

LG&E 2010 Mortgage lnder}ture - LO&E's Indenture,dated as of October 1.2010. to The Bank of NewYork Mellon. a.s supplemented.

LIBOR- London Interbank Oftered Rale.

LTIIP- LongTerm Infrastructure Improvement Plan.Aplan that mustbe approved by thePUC priorto requestingthe DSIC mechanism. The plan must
include identification of the types and age ofproperty for which the company is requesting recovery, a schedule of replacement, general description of
location and quantity, projected annual expenditures and the manner in which replacement will ensure and maintain adequate, efficient, safe, reliable and
reasonable service.

MATS • Mercury and Air Toxics Standards, regulations promulgated by the EPA.

MMBtu - One million British Thermal Units.

MOD - A mechanismapplied in the U.K. to adjust allowed base demand revenue in futureperiods fordifferences in prior periods between actual values and
those in the agreed business plan.

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

Miy* megawatt, one thousand kilowatts.

NAAQS• National AmbientAirQuality Standards periodically adopted pursuant to the Clean Air .Act.

NERC- North American Electric Reliability Corporation.

NGCC - Natural gas-firedcombined-cycle generating plant.

Northwestern - Northwestern Corporation, a Delaware corporation, and succe.ssor in interest to MontanaPower's electricitydelivery business,including
Montana Power's rights and obligations under contracts with FPU Montana.

NPNS - the normalpurchasesand normal sales exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may receive
accrual accounting treatment.

A//?C- NuclearRegulatory Commission,the U.S. federal agency that regulates nuclear power facilities.

NSR-The new source reviewprovisions of the Clean Air.Act that impose .stringent emission control requirementson new and modified sources of air
emissions that result in emis.sion increases beyond thresholds allowed by the Clean Air Act.

OCI • other comprehensive income or loss.

O^em - Office ofGas and Electricity Markets, the British agency that regulates transmission, distribution and wholesale sales of electricity and related
matters.
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OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.1.1% interest (consists ofLG&E's 5.63%
and KlTs 2.50% interests), which is accounted for as acost-method investment. OVEC owns and operates two coal-llred power plants, the Kyger Creek plant
mOhio and iheClifty Creek, plant in Indiana, with combined summer rating capacities of2,120 MW.

PEDFA -Pennsylvania Economic Development Financing Authority.

PJM-PiM Interconnection. L.L.C., operator ofthe electricity transmission network and electricity energy market in all orparts ofDelaware. Illinois. Indiana.
Kentucky. Maryland. Michigan, New Jersey. North Carolina. Ohio. Pennsylvania. Tennessee. Virginia. West Virginia and the District ofColumbia.

PCR-PraviderofLast Resort, the role ofPPL Electric in providing default electricity supply within it.s delivery area toretail customers who have not chosen
to select an altemalive electricity supplier underlhe Customer Choice Act.

PP&E • property,plant and equipment.

PPLEnergyPlus-pnoTXo the June I.2015 spinoffofPPL Energy Supply. PPL EnergyPlus. LLC. asubsidiary ofPPL Energy Supply that marketed and
traded wholesale and retail electricity and ga.s. andsupplied energy andenergy scr\ icesin competitive markets.

PP^ Energy Supply -prior to the June 1.20! 5spinofT. PPL Energy Supply. LLC. asubsidiary ofPPL Energy Funding and the parent company ofPPL
EnergyPlus and other subsidiaries.

PPL Montana -prior to the Juire 1.2015 spinolTof PPL Energy Supply. PPL Montana. LLC, an indirect .subsidiary ofPPL Energy Supply. LLC that
generated electricity for wholesale sales in Montana and the Pacific Northwest.

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

Purchase Contract(s) - refers collectively to the2010 and 2011 Purchase Contracts, which arecomponents ofthe 2010 and 2011 Equity Units.

RAV- regulatory asset value. This term, used within the U.K. regulatory environment, isalso commonly known as RAB orregulatory asset base. RAV is
based on historical investment costsat lime ofprivatization. plussubsequent allowed additions lessannual regulatory depreciation, andrepresents the value
on which DNOs cam a return in accordance with the regulatory cost ofcapital. RAV is indexed to Retail PriceIndex (RPI)in order to allow for the elTectsof
indation. Since the beginning of DPCR5 in April 2010,RAV additions havebeenbased ona percentage ofannual totalexpenditures which havecontinued
from April 2015 under RIIO-EDI. RAV is intended to represent expenditures thathave a long-term benefit to WPD (similar tocapital projects for theU.S.
regulated businesses that are 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 changes and
additions to the PJM grid necessary toen.sure future needs aremet for both thereliability and theeconomic performance ofthe grid. Under PJM agreements,
transmission owners arc obligated to build transmission projects assigned to them by the PJM Board.

Regulation S-X- SEC regulation goveming theform andcontent ofand requirements for financial statements required to be filed pursuant to thefederal
securities laws.

/?FC- ReliabilityF//-.S7 Corporation, oneofeightregional entitieswith delegated authority from NERC that work to safeguard the reliability ofthe bulk
power systems throughout North America.

RIIO-EDI • RIIO represents "Revenues =Incentive Innovation Outputs." RIIO-EDI refers to the initial eight-year rate review period applicable toWPD
which commenced April 1. 2015.
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Riverstone -Riverstone Holdings LLC, aDelaware limited liability company and ultimate parent company ofthe entities that own the competitive power
generation business contributed to Talen Energy other than the competitive power generation business contributed by vinue ofthe spinoffofa newly formed
parent ofPPL EnergySupply.

RJS Power - RJS Generation Holdings LLC, aDelaware limited liability company controlled by Riverstone, that owns the competitive power generation
business contributed by its owners to Talen Energy other than the competitive power generation business contributed by virtue ofthe spinoffofa newly
formed parent of PPLEnergy Supply.

/?P/-Retail Price Index, isa measure ofinflation in the United Kingdom published monthly bytheOffice for National Statistics.

SCRs-selective catalytic reduction, apollution control process for the removal ofnitrogen oxide from exhaust gas.

SIP - PPL Corporation's 2012 Stock Incentive Plan.

S&P•Standard &Poor's Ratings Services, a creditratingagency.

Sarbanes-Oxley -Sarbanes-Oxley Act of2002, which sets requirements for management's assessment ofinternal controls for financial reporting. Italso
requires an independent auditor to make its own assessment.

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

SEC-the U.S. Securities and Exchange Commission, aU.S. government agency primarily responsible toprotect investors and maintain theintegrity ofthe
securities markets.

SERC-SERC Reliability Corporation, oneofeightregional entities with delegated authority fiom NERC thatwork to safeguard thereliability ofthe bulk
power systems throughout North America.

Smart meter - an electricmeterthat utilizes smartmetering technology.

Smart metering technology -technology thatcan measure, among otherthings, time ofelectricity consumption topermit offering rateincentives for
usage during lower costor demand intervals. Theuseofthis technology alsohasthe potential to strengthen network reliability.

Sope/fu/ld-federal environmental statute that addresses remediation of contaminated sites; states also have similar statutes.

Talen Energy-Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company andownerofthe competitive generation
assets ofPPL Energy Supply and certain affiliates ofRiverstone.

Talen Energy Marketing - PPLEnergyPlus' newnamesubsequentto the spinoffof PPLEnergy Supply.

Total shareowner return • thechange in market valueof a share ofthe Company's common stockplusthevalueof all dividends paidon a share ofthe
common stockduring the applicableperfonnance period,divided by the priceofthe common stock as ofthe beginning ofthe performance period.The price
usedforpurposesof this calculation is the averageshareprice forthe 20 tradingdays at the beginning and end ofthe applicableperiod.

Tofex(total expenditures) - Totexgenerally consists ofall theexpenditures relating to WPD's regulated activities withtheexception of certain specified
expenditure items (Ofgem fees. National Grid transmission charges, property and corporate income taxes, pension deficit funding andcostof capital). The
annual net additionsto RAV arccalculatedas a percentage ofTotex, Totex can be viewedas the aggregate net network investment, net network operating
costs and indirect costs, less any cash proceeds fromthe sale of assets and scrap.

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

Treasury Stock Method-a method applied to calculate diluted EPS thatassumes any proceeds thatcould beobtained upon exercise ofoptions and
warrants (andtheir equivalents) wouldbe used to purchasecommon stock at the averagemarket priceduring the relevantperiod.

Source: PPL CORP, 10-K, Februarv 19, 201B Powered by Motmngstai'' Document Research®
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TRU-a mechanism applied in the U.K. to true-up inflation estimates used indetermining basedemand revenue.

Voluntary Employee Benefit Association Trust, accounts for health and welfare plans for future benefit payments for employees, retirees or their
beneficiaries.

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

1/SCC-Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation ofVirginia corporations, including utilities.
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FORWARD^-OOKING INFORMATION

Slalemenls contained in this Annual Report concerning expectations, beliefs, plans, objectives, goals, strategies, future events or performance andunderlying
assumptions and other statements that are other than statements of historical fact are "forward-lookingstatements" within the meaning of the federal securities
laws. Although the Registrants believe that the expectations and assumptions rellected in these statements ate reasonable, there can be no assurance that
the.se expectations will prove to be correcl.Forward-lookingstatements 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 IA. Risk Factors" and in "Item 7. Combined
Management'sDiscussionand Analysisof Financial Condition and Results of Operations" in this Annual Report, the following are among the imponant
factors that could cause actual results to differ materially from the fonvard-looking statements.

challenges by interx'enoreto the return on equity granted in existing rate structures;
fuel supply, cost and availability:
continuing ability to recover fuel costs and environmental expenditures in a timely mannerat LG&E and KU.and natural gas supply costs at LG&E;
weather conditions affecting generation, tran.smissionand distribution operations and customer energy use;
availability and operating costs ofcxisting generation facilities;

the duration of and cost associated with scheduled and unscheduled outages at our generating facilities;
generation, transmission and distribution system conditions and operating costs;
expansion ofallemalive and distributed sources ofelectricity generation and storage:
collective labor bargaining negotiations;
laws or regulations to reduce emissions of "greenhouse" gases or the physical effects ofclimate change;
the outcome of litigation against the Registrants and their subsidiaries;
potential effects of threatened or actual tem>rism. war or other hostilities, cyber-based intrusions or natural disasters;
the commitments and liabilities of the Registrants and their subsidiaries;
the effectivenessof our risk management programs,including foreign currency and interest rate hedging;
curability to attract and retain qualified employees;
volatility in demand for electricity;

market prices of commodity inputs for ongoing capital expenditures or key operational needs;
capital marketconditions, including the availability of capital or credit, changes in interest rates and certain economic indices, and decisions regarding
capital structure;
Slock price performance of PPL;

defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
volatility in the fairvalue of debt and equity securities and its impact on the value ofassets in defined benefit plans, and the potential cash funding
requirements i f fair value declines;
interest rates and their efieci on pension and retiree medical liabilities and interest payable on certain debt securities;
volatility in orthe impact ofotherchanges in financial markets and economic conditions;
new accounting requirements ornew interpretations or applications ofexisting requirements;
changes in securities and credit ratings;
changes in foreign currency exchange rates for British pound sterling;
the effect ofchanges in RPl on WPD's revenues;
current and future environmental condilions. regulations and other requirementsand the related costs of compliance, including environmental capital
expenditures, emission allowance costs and other expenses;
changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;
receipt ofnecessary governmental permit.s. approvals and rate relief;
new state, federal or foreign legislation or regulatory developments;
the outcome ofany rate cases or other cost recoveiy or revenue filings by PPL Electric. LG&E. KUor WPD:
the achievement ofperformance targets set by regulators;
the impact of any stale, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy industry;
iheefTect ofany business or industry rcsiructunng:
development ofnew projects, markets and technologies;
performance ofnew ventures; and

business dispositions or acquisitions and ourabiliiy to realize expected benefits from such business transactions.

Any such forward-looking statements should be considered in light of such important factors and in conjunction with other documents of the Registrants on
file with the SEC.
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New factors that could cause actual results todiffer materially from those described inforward-looking statements emerge from time totime, and it isnot
possible for the Registrants topredict all such factors, orthe extent towhich any such factor orcombination offactors may cause actual results todiffer from
those contained inanyforward-looking statement. Any forward-looking statement speaks onlyasofthedate on which such statement ismade, and the
Registrants undertake noobligation to update theinformation contained insuch statement to reflect subsequent developments orinformation.

Source: PPLCORP, 1D-K, February 19, 2016 Powered byMorningslat' Document Research
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PART I

ITEM 1. BUSINESS

General

/All Registranls)

PPL Cor/jowf/oH. headquartered in Allentown. Pennsylvania, isa ulililyholding company that was incorporated in 1994, PPL, thnaugh its regulated utility
subsidiaries, delivers electricity to customers in the U.K.. Pcnn.sylvania. Kentucky. Virginia andTennessee; delivers natural gasto customers in Kentucky;
and gencrate.s electricityfrom powerplants in Kentucky. InJune 2014. PPL and PPL Energy Supplyexecuted definitiveagreements withaUiliates of
Riverstone to combinetheircompetitivepowergenerationbu.sinesses intoa new. stand-alone, publicly tradedcompany namedTalen Energy. The
transaction was completed on June 1. 2015, See "SpinoffofPPL Energy Supply" below for more information.

PPL's principal subsidiaries at December31,2015 are shown below(• denotes a Registrant).

PPL Corporation'

PPL Global

• Engages in the regulated

distribulioo of elecihclty in (he

LG&E*

• Engages in the regulated
generation, transmission,
distribution and sale of elecinciry
and distribution and sale of natural

gas in Kentucky

LKE*

PPL Capital Funding
• Provides financing (or the

operations of PPL and certain
subsidiancs

PPL Electric'

• Engages in the regulated
transmission and distnbutiort of

Glecincity in Pennsylvania

KU*

• Engages m the regulated
generation, transmission,
distnbution and sale of

eleclncity. pnmarily in
KentuCKy

U.K.

Regulated Segment
Kentucky

Regulated Segment
Pennsylvania

Regulated Segment

In addition to PPL. the other Registrants included in this filing are as follows.

PPL Electric Utilities Co/porarif>«. 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 are subject to the jurisdiction oflhe FERC under the Federal
Power Act, PPL Electric delivers electricity in its Pennsylvania service area and pRivides electricity supply to retail customers in that area as a PLR under the
Customer Choice Act.

LG&E and KUEnergy LLC. headquartered in Louisville. Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated ulilily
operations through its subsidiaries. LG&E and KU. which constitute substantially all of LKE's a.sscts. LG&E and KUarc engaged in the generalion,
transmission,di.stribulion and sale of electricity, UG&E also engages in the distribution and sale of natural gas, LG&E and KU maintain separate corporate
identities and serve customers in Kentucky under their tespeciive names. KU also serves customers in Virginia under the Old Dominion Powername and in
Tennessee under the KU name. LKE. formed in 200.^. is the successor to a Kentucky entity incorporated in 1989,

Louisville Gas and Electric Company, headquartered in Louisville. Kentucky. i.s a wholly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmission, distribution and sale ofelectricity and distribution and sale ofnatural gas in Kentucky. LG&E is subject to regulation as a public
utility by the KPSC,and certain of its transmission activities arc subject to the junsdiction of the FERC under the Federal Power Act. LG&E was incorporated
in 1913.
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Keniucky Uliliiies Company, headquartered in Lexington. Kentucky, isa wholly ovk-ned subsidiary ofLKE and a regulated utility engaged in thegeneration,
transmission, distribution and sale ofelectricity in Kentucky. Virginia and Tennes-see. KU is subject to regulation as apublic utility by the KPSC. the VSCC
and the TRA.and certain of its transmission and wholesale poweractivities are .subject to the jurisdiction of the FERCunder the Federal PowerAct. KU
serves itsVii^inia customers under the Old [)ominion Powername and itsKentucky and Tennessee customers under the KU name, KU was incorporated in
Kentucky in 1912 and in Virginia in 1991.

(PPU

Spinoff of PPL Energy Supolv

In recognition ofthe changes in recent years in the wholesalepower markets.PPLperformed an in-depth analysis ofits business mix to determine the best
available opportunities to maximize the value to shareowmers of itscompetitive generation business. .A.s a result, inJune2014.PPL andPPL Energy Supply
executed definitive agreements with affiliates of Riverstone to spinofiPPL Energy Supply and immediately combine it with Riverstone's competitive power
generation businesses to form a new. stand-alone, publicly traded company namedTalen Energy. The transaction was subject to customary closing
conditions, including receipt of regulatory approvals from the NRC. FFRC. DOJ and PUC, all of which were received by mid-April 2015, On April 29.2015.
PPL's Boardof Directors declared the June 1.2015 distribution to PPL's shareowncrs of record on May20. 2015 of a newly formed entity. Holdco. which at
clo-sing owned all of the membership interests of PPLEneigy Supply and all of the common stock ofTalen Energy.

Immediately following the spinoffon June 1.2015. Holdco merged witha special purpose subsidiary ofTalen Energy, with Holdcocontinuingas the
surviving company to the mergerand as a wholly owned subsidiary ofTalen Energy and the .sole ownerof PPLEnergy Supply. Substantially
contemporaneous with the spinolTand merger. RJS Power was contributed by its owners to become a subsidiary ofTalen Enei^y. PPL's shareowners received
approximately 0.1249 shares ofTalen Energy common slock foreach share of PPLcommon slock they owned on May 20. 2015. Following completion of
these transactions. PPL shareowners owned 65% ofTalen Energy and affiliates of Riverstone owned .^5®o. The .spinoffhad no efieci on the number ofPPL
common shares owned by PPL shareowners orthe number of shares of PPLcommon stock outstanding. The transaction is intended to be tax-free to PPL and
its shareowners for U.S. federal income lax purposes.

PPLhas no continuing ownership interest in.coninvl of. or affiliation with Talen Energyand Talen EnergySupply (formerly PPLEnergy Supply).

See Note K to the Financial Staicmcnis for additional information.

AcQuisitions

On .April 1. 2011. PPL, through an indirect, wholly owned subsidiary. PPL WEM Limited, acquired all ofthe outstanding ordinary share capital ofCentral
Networks East pic and Central Networks Limited, the sole ownerofCentral Networks West pic. togetherwith certain othcrrelated assets and liabilities
(collectively referred to as Central Networks and sub.sequently defined herein as WPDMidlands), from subsidiaries of E.ONAG. W'PD Midlands operates two
regulated distribution networks in the Midlands area ofEngland and is included in the U.K. Regulated .segment.

Segment information

iPPU

PPL is organized into three reportable segments as depicted in the chart above: U.K. Regulated. Keniucky Regulated, and Pennsylvania Regulated. The U.K.
Regulated segment has no related Subsidiary Registrants. PPL's other reportable segments primarily reflect the activities ofits related Subsidiary Registrants,
except that the reportable segments arc also allocated certain corporate level financing and other costs that are not included in the results ofthe applicable
Subsidiary Registrants. Asa result ofthe June 1. 2015 spinolTofPPL Energy Supply. PPL no longer has a Supply segment.
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A comparison ofPPL's three regulated segments is shown below:

Kentucky Pennsylvania
1L.K. Regulated Regulated Regulated

Kor the year ended December 31.2015:
Operating Revenues (in billions) S 2.4 S 3.1 S 2.1
Net Income (in millions) S 1.121 S 326 S 252
Electricity delivered (GWh) 75.907 30,814 36.984

Ai December 31. 2015:

Regulatory Asset Base (in billions) (a) s 9.7 $ 8.7 s 5.2
Service area (in square miles) 21.600 9,400 10.000
End-users (in millions) 7.8 1.3 1.4

(a) Represents RAV for U.K. Regulated, capitalization for Kentucky Regulated and rate base for Pennsylvania Regulated.

See Note 2 to the Financial Statements for additional financial information about the segments.

IPPL Electric. LKE. LG&E and KUf

PPL Elecltic has twooperatingsegments that areaggregated intoa single reportable segment. LKE. LG&E and KU each operatewithin a single operating
segment.

• U.K. ReeulatedSegment <PPLi

Consists ofPPL Global which primarily includes WPD'sregulated electricity distribution operations, the results of hedging the translation of WPD's
earningsfrom British pound sterling into US. dollars, and certain costs, such as U.S. income la.xes. administrative costs and allocated financing
costs.

WPD. through indirect wholly ossTied subsidiaries, operates four of the 15 regulated distribution networks providing electricity ser\ icc in the U.K. The
number ofnetwork customers (cnd-uscrs) served by WPDtotals 7.8 million across 21.600 square miles in south Wales and southwest and central England.

Revenues for the years ended December 3 1 are shown below'.

2015 2014 2013

Operating Revenues S 2.410 S 2.621 $ 2.403

The majority ofWPD'soperating re\ enue is known as DUoS and is generated by providing regulated electricity distribution services to licensed third party
energy suppliers who pay WPD forthe use of WPD'sdistribution network to transfer electricity to the suppliers'customers, the end-users. Throughout the
following discussion, the use ofthe term "customers" refers to the end-users of WPD's regulated distribution networks.

Franchi.se and Licen.ses

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 frameworkofelectricity
companies and establi.shed licenses that require each ofthe DNOs to develop, maintain and operate efficient distribution networks. WPD operates under a
regulatory year that begins April 1 and ends March 31 ofeach year.

WPDis authorized by Ofgem to provide electricity distribution services within its concession artas and service lerrilorics, subject to certain conditions and
obligations. For instance. 3VTD is subject to Ofgem regulation with re.specl to the regulated revenue it can earn and the quality ofserv ice it must provide, and
WPD can be fined or have its licenses revoked if it does not meet the mandated standard of service.

Ofgem has formal powers to propose modifications to each distribution license. In January 2014. Ofgem and WPDagreed lo a reduction of£.^ per residential
end-user in the 2014/15 regulatory year to be recovered in the 2016/2017 regulatory year. See "Item 7. Combined Management's Di.scussion and Analysis of
Financial Condition and Results ofOperations - Overview - Distribution Revenue Reduction" for additional information. Ofgem has made license changes as
part ofthe RIIO-EDl process discussed below.
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Comoelilion

Although WPDoperates in non-exclusive concession areas in the U.K.. it currently laces little competition with respect to end-users connected to its network.
WPD's fourdistribution businesses are. therefore,regulated monopolies which operate under regulatory price controls.

Revenue and Revulatiou

Ofgem hasadopted a price control mechanism thatestablishes theamount ofbase demand revenue WPD cancam.subject to certain true-ups, andprovides
foran increase orrcdiiclion in revenues basedon incentivesor penalties forexceeding or underpcrforming relativeto pre-established targets. WPD's allowed
revenue primarily includes base demand revenue, incentive adjustments, adjustments foroveror under-recoveiy and adjustments related to the DPCR4 line
loss close out.

WPDis currently operating underlhe eight-year pnce control period ofRITO-EDl.which commencedon April 1. 2015. The RIIOframewoik is intended to:
• encourage DNOsto deliver safe, reliable and sustainable network service at long-term value to customers;
« enable DNOsto finance the required investment in a timely and efficient way;
• remunerate DNOs according to their delivery for customers;
• increase emphasis on outputs and incentives;
• enhance stakeholder engagement including network customers:
• provide a stronger incentive framework to encourage more efficient investment and innovation; and
• replace the current Low Carbon Network Fund to continue to stimulate innovation.

Additionally, from a financial peispective the RIIO framework:
• regulates revenues for the DNOs in real terms using 2012/201 3 prices:
• infiate.sRAV (therefore allowed revenues) and other revenue components using the RPI since March 31. 2013;
• splits the recovery ofToiex between immediate recovery (called "fast pot") and deferred recovery as an addition to the RAV (called "slowpot");
• provides DNOs with a pass-through for costs the DNOs have no control over (i.e.. Ofgem fees. National Grid transmission charges, property taxes and

corporate income taxes);
• extends the recovery period ofdeprecialion ofRAV additions after April I. 2015 from a 20 year life as used under DPCR5 to 45 years, with a

transitional arrangement that will gradually increase the asset life forncw additions overthe price control period resulting in an average life of
approximately 35 years for RAV additions during RIIO-EDl, The RAV as of March 31. 2015 will continue to be depreciated over 20 years. The asset
lives used to determine depreciation expense for U.S.GAAP purposes are not the same as those used forihe depreciation of the R.AV in setting
revenues, and as such vary by asset type and are based on the expected useful lives oflhe assets;

• provides the DNOsthe ability to be fast-tracked through the regulatory approval process, providing a fast-track incentive of2.5% ofTotex during
the 8-year price control period for successful DNOs; and

• maintains an incenti\ e scheme for DNOsto be rewarded or penalized for performance in the areas of reliability and customer satisfaction, but places
a maximum cap on the amount of incentive revenues that can be earned by a DNO.

The key components of WPD'sfour RIIO-EDl business plans accepted by Ofgem are;
» all four DNObusiness plans were accepted forfast-track status (fast-track incentive is worth approximately $43 million annually for WPDassuming

a S1,60/£ foreign currency exchange rale);
• WPDreceived a higher level oCcost savings retention, which was established at 70% for WPDcompared to approximately 55% for slow-tracked

DNOs;

• a cost of debt recovery comprised ofa 10-year trailing average debt allowance, to be adjusted annually, compared to a transition to a 20-year iraiiing
average for the slow tracked DNOs applied to 65%orRAV;

• a return on regulatory equity (RORE) allowance with an equity ratio of 35% of RAV and a cost ofequity rate 01*6.4% compared to 6.0% for slow-
tracked DNOs;

« a Totex split of 80% slow pot and 20% fast pot;
• recovery ofapproximately 80% of pension deficit funding forcertain ofWPD's defined benefit pension plans; and
• incentive taigets that are significantly more stringent than those set under DPCR5. thus reducing the expected incentive revenues WPD can eam in

RllO-EDl compared to DPCR5.

WPD'scombined business plans include funding for total expenditures of approximately $20.4 billion overthe eight-year period (assuming a $1.60/£ foreign
currency exchange rate), broken dowTi as follows;
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Tolex - SI 3.5 billion (SI0.8 billion additions lo RAV; S2.7 billion fast pel):
Pension deficit funding -S2.0 billion:
Cost ofdcbt recovery - $ 1.6 billion;

Propertytaxes.Ofgem feesand National Grid transmissionscharges-S2.6 billion; and
Corporate income taxes recovery -S700 million.

The U.K. regulatory structure i.s an incentive-based structure in contrast to the typical U.S. regulatory structure which operates ona cost-recovery model. The
basedemand revenue that a DNOcan earn in each yearof the currentpricecontrol period is the sumof:

• a return on capital from RAV:

• a return ofcapital from RAV (i.e. depreciation):
• the fast pot recovery;
• pension deficit funding;
• an allowance forcash taxes paid lessa potential reduction fortax benefits from cxce.ss leverageif a DNO is levered morethan 65% Debt/RAV;
• certain pass-through costs over which the DNO has no control:
• certain legacy price coniiDl adjustments fmm preceding piicecontrol periods, including the information quality incentive (also known asthe rolling

RAV incentive);

• fast track incentive •as WPD's fourDNOswere fast-tracked through the price control reviewprocess for RIIO-EDl. theirba.sedemand revenue also
includes the fast-track incentive discu.ssed above;

• profiling adjustments - theseadjustments do not affectthe total basedemandrevenuein real termsover the eight-yearpricecontrol period,but
change the year in which the revenue is earned;

• adjustments fhom the .Annual Iteration Process (AlP). discussed further below; and
• adjustments fur inflation truc-ups. discussed further below.

In addition to base demand revenue. WPD'sallowed revenue primarily includes:
• an increa.se or reduction in revenues based on incentives or penalties for actual performanceagainst pre-established targets;
• adjustments for over- or under-recovery ofallowed revenue; and
• a reduction in revenue related lo the DPCR4 line loss close out.

During DK'R5. the pnor price control review period. \^TD's total base demand revenue for the five-year period was profiled in a manner that resulted in a
weighted-average increase of about 5.5% peryear forall fourDNOs. In the first yearof RIIO-EDl. basedemand revenue decreased by about 11.8% primarily
due to a change in the profiling approach and a lower weighted-average cost ofcapital. For each regulatory year thereafter for the remainder of RIIO-EDl,
base demand revenue will increase by approximately Po per annum before inflation.

Asthe regulatory model is incentive based rather than a cost recovery model. WPDis not subject to accounting for the effectsof certain types of regulation as
prescribed by GAAP. Therefore, the accounting treatment ofadjustments to base demand revenue and/or allowed revenue is evaluated based on revenue
recognition and contingency accounting guidance.

Base Demand Revenue True-up Mechanisms
Unlike prior price control reviews, base demand revenue under RIIO-EDI will be adjusted during the price control period. The most significant of those
adjustments are:

• InflationTme-Up - The base demand rev enue for the RIIO-EDI period wasset in 2012/13 prices.Thereforean inflation factor as detemiined by
forecasted RPI. provided by HM Treasury, is applied lo base demand revenue. Forecasted RPl is trued up to actuals and affects future base demand
revenue two regulatory years later. This revenue change is called the "TRU" adjustment. The projected TRU for the 2015/16 regulatory year is a S45
million reduction to revenue and will reduce base demand revenue in calendar years 201 7 and 2018 by S30 million and S15 million, respectively.

• Annual Iteration Process - The RllO-EDl price control period also includes an Annual Iteration Process (AIP).This will allow future base demand
revenues agreed with the regulator as part of the price control review to be updated during the price control period for financial adjustments
including tax. pensions and cost of debt, legacy price control adjustments fiom preceding price control periods and adjustments relating to actual
and allowed total expenditure together with the Totcx Incentive Mechanism (TIM). Under the TIM. WPD's DNOsare able to retain 70% of any
amounts not spent against the RIIO-EDI plan and bear 70% of any over-spends. The AIP calculates an
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incremental change to base demand revenue, know-n as the"MOD" adjustment. The.MOD provided by Ofgem in November2016 will include the
TIM forlhc2015T6 regulatory year aswell asthecost ofdebt calculalicm based onthe 10-year trailing average toOctober 2016, This projected
MODofSl I million will reduce base demand revenue for calendar years 2017 and 2018 byS5 million and S6million, respectively.

As both MOD and TRU are changes to future ba^ demand revenues asdetermined by Ofgem. under applicable GAAP. liabilities for these adjustments have
notbeen recorded. PPL's projected earnings pershare growth rate through 2017 includes both theestimated TRU fcrregulaicry year 2015/16 and MOD.

Allowed Revenue Components
In addition tobase demand revenue, certain otheritems are added orsubtracted toarrive at allowed revenue. The most significant of these arcdiscus.sed
below.

Incentives -Ofgem has established incentive mechanisms toprovide significant opportunities toenhance oveiall returns by improving network efficiency,
reliabilityand customer service. Someof the moresignificant incentivemechanisms whichmayaflectallowed revenueinclude:

• Interruptions Incentive Scheme (IIS) -This incentive has two major components: (1) Customer intemiptions (CIs) and (2) Customer minutes lost(CMLs),
and both aredesigned to incentivi/c theDNOs to invest and operate theirnetworks to manage and reduce both the frequency and duration ofpower
outages. TheIIS target underRJIO-EDI isdivided into inicrruplion.s caused by planned and unplanned work. Thetarget for planned work will be
calculated as the annual average level ofplanned interruptions and minutes lost overa previous three yearperiod. The target for unplanned interruptions
for the first yearof RIIO-EDl is specified in the DNOs license and targets forboththeCIsandCMLs become more demanding each year.

• Inaddition to the IIS. the broadmeasure of customerserviceis enhancedin RIIO-EDI. Thisbroadmeasure encompasses:
• customer satisfaction in supply interruptions, connections and general inquiries;
• complaints.

• stakeholder engagement; and
• delivery of social obligations.

The following table showsthe amount of incentive revenue, primarily lixtm IIS, which WPDhas earned during DPCR.^:

Incentive Earned ReguiaCorv Year Ended incentive
ReButatorv Year Ended (in millions) Included in Revenue

March 2011 S 30 March 2013
March 2012 83 March 2014

March 2013 !04 March 2015
March 2014 125 March 2016
March 2015 136 March 2017

Based on applicable G.AAP. incentive revenues arc not recorded as assets and arc included in revenues when they are billed to customers.

0PCR4 Line Loss Adjustment
For regulatory years 2015 16through 2018'19 allowed revenue will also be reduced to reflect Ofgem'sfinal decision on the DPCR4 line loss incentives and
penalties mechanism.WPD has a liability recorded related to this luturc revenue reduction and. therefore,this will not impact futureearnings. See Note 6 to
the Financial Statements for additional information.

Correction Factor

During the price control period. \\'PD's revenue isdecoupled from volume and WPDsets its tariffs to recoverallowed revenue. However, in any fiscal period.
WPD'srevenue could be negatively affected ifits tarifTs and the volume delivered do not fully recover the allowed revenue for a particular period.
Conversely. WPD could also over-recoverrevenue. Overand under-rccoveriesare subtracted fromor added to allow^ed revenue in futureyears, knowtt as the
"Correction Factor" or "K-faclor." Over and under-recovered amounts arising fhjm 2014.1 5 onwards and refunded recovered under RIlO-EDl will be
refunded/recovered on a two year lag (previously one year). Therefore the 2014.1.5 ot er/undcr-recovery adjustment will occur in 2016 I7. In 2016/17 under
this mechanism. WPD will recover the £.5 per residential network customcrreduciion
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given through reduced tariffs in 2014/15 (approximately S56 million)as that amount is currently considered an under-recovery.

Historically,tariffshave been set a minimumof three months prior to the beginning of the regulatory year{April I). In February 20! 5,Ofgem determined that,
beginning for the 2017/18 regulatory year, tariffs would be established a minimum offifteen months in advance. Therefore, in December 2015. WPD was
required to establish tariffsfor 2016/17 and 2017' 18.This change will potentially increase volatility in future rev cnue forecasts due to the need to forecast
components ofallowed revenue including MOD.TRU. K-factorand incentive revenues.

Underapplicable GAAP. WPDdoes not record a receivable for under-recoveries.but does recorda liability forover-recoveries. K-factoris measuredas of the
end of the regulatory year. March 31. While WPDestimates over-recoveriesand records a liability when it is probable that there will be an over-recovered
position at the end of the regulatory-year,weather-related volume changes and other factorssuch as sales mix can affect the over or under-recoveiybetween
the end ofPPL's calendar year and the end ofthe regulatory year.

See "Item I.A. Risk Factors- Risks Related to U.K. Regulated Segment" foradditional information on the risks associated with the U.K. Regulated Segment.

Cuslonwrs

WPD providesregulated electricitydistributionservices to licensedthird partyenergysuppliers (itscustomers) whouse WPD's networks to transfer electricity
to their customers, the end-users. WPDbills the energy supplier for this service and the supplier is respon.sible forbilling the end-users.Ofgemrequires that
all licensedelectricitydistributors and suppliersbecomepartiesto the Distribution Connection and Use of System Agreement. Tliisagreement specifics how
creditworthiness will be determined and, as a result, whether the supplier needs to collateralize its payment obligations.

• Kentucky RefiufatedSeement <PPU

Consists of the operations oj LKE. which owns and operates regulated public utilities engaged in the generation, transmission, distribution and sale of
electricity and dislrihution and sale ofnatural gas. representing primarily the activities ofLC&E and KU. In addition, certain financing costs are
allocated to the Kentucky Regulated segment.

(PPL IKE, LG&Eand KU)

LG&Eand KU.direct subsidianes of LKt. are engaged in the regulated generation, transmission, distribution and sale ofelectricity in Kentucky and, in KU's
case. Virginia and Tennessee. LG&E aLso engages in the distribution and sale ofnatural gas in Kentucky. LG&E provides electric service to approximately
403.000 customers in Louisville and adjacent areas in Kentucky, covering approximately 700 square miles in nine counties and provides natural gas service
to approximately 322.000 customers in its electric service area and eight additional counties in Kentucky. KUprovides electric service to approximately
518.000 customers in 77 counties in central, southeastem and western Kentucky, approximately 28.000 customers in five counties in southwestern Virginia,
and fewerthan ten customers in Tennessee, covering approximately 4.800 non-contiguous square miles. KU al.so sells wholesaleelectricity to 11
municipalities in Kentucky underload following contracts. In Virginia. KUoperates under the name Old Dominion PowerCompany.

Details ofoperating revenues by customer class for the years ended December 31 are shown below.

2015 2014 2013

Revenue

"/.of

Revenue Revenue

"/.of

Revenue Revenue

"/.of

Revenue

LKE

Commercial S 816 26 S 815 26 s 770 26

Industrial 628 20 627 20 587 20

Residential 1.245 40 1.281 40 1.205 40
Retail - other 267 9 279 9 260 9

Wholesale - municipal 114 4 109 3 110 4

Wholesale • other (a) 45 I 57 V 44 1

Total $ 3,115 too s 3.168 100 s 2.976 too
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2015 2014 2013

%of %of %of

LG&F.

Revenue Revenue Revenue Revenue Revenue Revenue

Commercial S 436 30 S 433 28 % 405 29
Industrial 199 14 194 13 186 13
Residential 633 44 650 43 614 44
Retail • other 117 K 130 K 119 S
Wholesale - other (a) (b) 59 4 126 8 86 6
Total S 1.444 100 $ 1.533 100 s 1.410 100

KIL
Commercial S 3S0 22 S 382 22 % 365 22
Industrial 429 25 433 25 401 25
Residential 612 35 631 36 591 36
Retail - other 150 9 149 9 141 9
Wholesale - municipal 114 7 109 6 110 7
Wholesale - other (a) tb) 43 2 33 2 27 1

Total $ 1.728 100 $ 1.737 100 s 1.635 100

(a| Includes wholesale power and transmission revenues.
lb) Includes miereompany powersales and transmission revenues, which are eliminated upon consolidation at LKE.

Franchises and Licenses

LG&E and KU provideelectricitydeliveryservice,and LG&E providesnaturalgas distributionservice,in their respective serviceterritories pursuant to
certainfranchises. licenses, statutoryserviceareas,easements and other rightsor permissions granted by stale legislatures, cities or municipalitiesor other
entities.

CompeUlion

There are currently no other electric public utilities operating within the electric service areas ofLKE. From lime to time, hills are introduced into the
Kentucky General Assembly whichseek to authorize, promote or mandate increased distributed generation,customerchoice or otherdevelopment.s. Neither
the Kentucky General Assembly nor the KPSC hasadoptedor approved a plan or timetableforretailelectric industry competition in Kentucky. The natureor
limingof legislativeor regulatory actions, ifany. regarding industry restructuring and their impacton LKE. whichmay he significant,cannot currently he
predicted. Virginia, formerly a deregulated jurisdiction,has enacted legislation that implcmcnled u hybrid model ofcosl-ha.sed regulation. KU's operationsin
Virginia have been and remain regulated.

Aliemalive encigy sources such as electricity, oil. propane and other fuels provide indirect competition for natural gas revenues of LKE. Marketersmay also
compete to sell natural gas to certain largeend-users. LG&E's natural gas tariffs includegas pricepass-through mechanisms relatingto its sale ofnatural gas
as a commodity: therefore, customernaturalgas purchases from alternativesuppliersdo not generally impactprofitability. However, some large industrial
and commercial customersmay physically bypass LG&E's facilities and seek delivery service directly frominterstate pipelines or other natural gas
distribution .systems.

Power Sunnlv

At December31, 2015. LKEowned, controlled or had a minority ownership interest in generating capacity (summerrating) ofT.OO? MW.of which 2.919
MWrelatedto LG&E and 5.078 MWrelated to KU. in Kentucky. Indiana,and Ohio.See"Item 2. Properties - Kentucky Regulated Segment" fora complete
list of LKE's generating tacilities.

Thesystem capacityof LKE's ownedor controlledgeneration is basedupon a numberof factors, includingthe operatingexperienceand physicalcondition
of the units, and may be revised periodically to reflectchanges in circumstances.

During 2015, LKE's Kentucky power plants generated the following amounts ofelectricity.

Fuel Source

Coal (a)
Oil Gas

Hydro

Total (b)

CWh

LKE LG&E KLI

29.609 12.049 17.560

4.792 1.258 3.534

372 274 98

34.773 13.581 21,192
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(a) Includes 762 GWh of powergenerated by andpurchased fromOVECforLKE, 527 G\Vh forLG&E and 235 G\Vh for KU.
(b) This generation represents a2.4% decrease for LKE, a 13.7% decrease for LG&E and a6.6% increase for KU from 2014 output.

Amajority ofLG&E's and KlTs generated electricity was used tosupply itsretail and municipal customer base.

LG&E and KUjointly dispatch their generation units with the lowest cost generation used to serve their retail and municipal customers. When LG&E has
excess generation capacity after serving its own retail customers and its generation cost islower than that ofKU, KU purchases electricity from LG&E. When
KUhas excess generation capacity after serving its own retail and municipal customers and its generation cost islower than that ofLG&E, LG&E purchases
electricity fromKU.

See "Item 2. Properties -Kentucky Regulated Segment" for additional information regarding LG&E's and KLTs construction ofasolar generating facility at
the E.W. Brown generating site. As aresult ofenvironmental requirements, KU retired two coal-fired units, with acombined summer capacity rating of161
MW, at theGreen River plant in September 2015. LG&E retired a 240MW coal-fired unitinMarch 2015 and two additional coal-fired units, with a
combined summer capacity rating of323 MW, inJune 2015 attheCane Run plant. KU retired a 71 MW coal-fired unit at the Tyrone plant in2013.

Fuel Suonlv

Coal isexpected tobethepredominant fuel used byLG&E and KU for generation for theforeseeable future. Due toCane Run Unit 7being placed into
operation during 2015, natural gaswill playa more significant role going forward. Thenatural gasfor thisgenerating unit ispurchased using contractual
arrangements separate fiom LG&E's natural gasdistribution operations. Natural gasand oil will continue tobeused forintermediate andpeaking capacity
and flame stabilization in coal-fired boilers.

Fuel inventory ismaintained at levelsestimated to be necessary to avoidoperational disruptions at coal-fired generating units.Reliability ofcoaldeliveries
canbe affected from timeto time bya number of factors including fluctuations in demand, coalmine production issues andothersupplierortransporter
operating difficulties.

LG&E and KUhave entered intocoal supply agreements with various suppliers for coal deliveries through 2022 and normally augment theircoalsupply
agreements with spot maifcetpurchases, as needed.

Fortheir existingunits,LG&E and KUexpect forthe foreseeable futureto purchasemostof their coal from western Kentucky,southernIndianaand southem
Illinois. LG&E andKU continue to purchase certain quantities ofultra-low sulfurcontentcoal fiom Wyoming forblending at Trimble County Unit2. Coalis
delivered to the generating plants by barge, track and rail.

Toenhance the reliability ofnatural gassupply, LG&E and KUhavesecured, firm long-term pipelinecapacity on the interstate pipelineserving CaneRun
Unit7 and sixsimple cyclecombustion turbine unitslocated at theTrimble Countysite through 2024.LG&E hasalsosecured long-term firm pipeline
capacityon an interstatepipeline foran additional simplecycle gas turbineundera powerpurchaseagreement forthe summermonthsthroughOctober2018.
Fortheseven simple cyclecombustion turbines at Brown, no firm long-term pipelinecapacity hasbeenpurchased due to the facility beinginterconnected to
multiple pipelines and some ofthe units having dual fuel capability.

Natural gaspurchases forthese units currentlytake placeas needed from pipelinesbut LG&E and KUmayseek to augmentthese purchases with longerterm
agreements. ,

(PPL, LKE and LG&E)

Natural Gas Distribution SuddIv

Fiveunderground natural gasstorage fields, with a current working natural gascapacity of approximately 15Bcf,areused in providing natural gasservice to
LG&E's firmsalescustomers. By using naturalgas storagefacilities, LG&E avoids the coststypically associatedwith moreexpensivepipeline transportation
capacity to serve peakwinterhealing loads. Natural gas isstored during thesummer season forwithdrawal duringthe following winterheatingseason.
Withoutthis storagecapacity,LG&E wouldbe required to purchase additional naturalgas and pipeline transportation services duringwintermonthswhen
customerdemandincreases and the pricesfornaturalgas supply and transportation servicesare typically at their highest.Several suppliersundercontractsof
varying duration provide competitively priced natural gas.AtDecember31,2015, LG&E had 12Bcfof natural gasstored underground witha carrying value
of$42 million.

Source: PPLCORP, 10-K, Febiuarv 19. 2016 Powered by Momingstat' Document Research®
Theinfofrnetion contained herein maynot be copied, adapted or distributed arid is not warranted to bo accurate, complete or timely.The user assumes a/Irisks for any damages or losses arising from any use of this Information,
except to the artont such damages or losses C3f>notbe limited or exduded by applicable law. Past financial performance is no guarantee of future resuhs.
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LG&E has aportfolio ofsupply arrangements ofvaiying tenns with anumberofsuppliers 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 neces.sary to serve LG&E's natural gascustomers.

LG&E purchases natural gas supply transportation services fh^m two pipelines. LG&E has contracts with one pipeline that are subject to lennination by
LG&E between 2018 and 202!. Total winter sea,son capacity under these contracts is184.900 MMBtu day and summer season capacity is60.000
MMBtu'day.With this same pipeline. LG&E has two contracts with a total capacity of10.000 MMBtu day. during the winter season and 28,000
MMBiu/day, during the summer season; both contracts have been tenninated clfective October 31. 2016. With this same pipeline. LG&E also has a new
contract for pipeline capacity commencing June 2016 through Oclober31.2026. in the amount ofbO.OOO MMBtu/day, Additionally. LG&E has acontract
with the same pipeline for the month ofJanuary 2016 with a total capacity of30.000 MMBlU'day. LG&E has a single contract with asecond pipeline with a
total capacity of 20,000 MMBtu.'day during boththe winter and summer seasons thatexpires October 31.2018,

LG&E expects topurchase natural gassupplies for itsgasdistribution operations tfom onshore producing regions inSouth Texas. East Texas. North
Louisiana and Arkansas, as well as gasoriginating in the Rockies. Marccllus and Utica production areas,

(PPL LKE. LG&E and KU)

Transmission

LG&E and KU contract with theTennessee Valley Aulhotity to actas theirtransmission reliability coordinator andcontract with TranServ International. Inc.
to act as iheirindcpendeni transmission operator.

Dunng2013 through 2015.LG&E and KU have submitted variouscompliancefilingsto the FERC reflecting their participation withother utilities in the
Southeastern Regional Transmission Planning group relating to certain EERC Order 1000requirements. FERC Order 1000. issued InJuly2011,establishes
certain procedural and substantive requirements relating to participation, costallocation andnon-incumbent developer aspects of regional and inter-regional
electric transmission planning activities.FERC approvalshave been received forall but one remaining of such compliancefilings.

Rales

LG&E is subject to thejunsdiction of the KPSC and the FERC.and KU is subject to the jurisdiction of the KPSC. the FERC. the VSCCand IheTRA. LG&E
and KUoperate under a FERC-approved open access transmi.ssicm tariff (OATT).

LG&E's andKU's Kentucky base rates arecalculated based on a return on capitalization (common equity, long-term debt andshort-term debt)including
adjustments forcertain net investments and costsrecovered .separately through othermeans. As such.LG&E and KU generally earn a return on regulatory
assets in Kentucky.

KL^s Viig,inia baseratesarecalculatedbasedon a retum on ralebase (net utility plant plus working capital lessdeferred taxesand miscellaneous deductions).
All regulatory assets andliabilities, except the levelized fuel factor, arcexcluded from the retum on ratebase utilized in thecalculation of Virginia baserates;
therefore, no retum is earned on the related assets.

KU's Tennessee baseratesareestablished through approval of the TRAand generally will follow the cost of providing servicein Kentucky.

KU's ralesto 11 municipal customers tor wholesale powerrequirements arecalculatedbasedon annual updatesto a formula rate that utilizesa retumon rate
base(net utility plantplus working capital lessdeferred taxesand miscellaneous deductions). All regulatory assetsand liabilitiesareexcluded from the retum
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
noticesof termination, underthe onginal noticeperiod provisions, to cease taking powerunder the wholesale requirements contracts. Suchterminations are
to be effective in 2019. except in the case ofone municipality with a 20 i 7 effective date.

See Note 6 to the Financial Statements foradditional information on cost recovery mechanisms.
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• Pennsylvania Regulated SeBtnent iPPL)

Consists of PPLElectric, a regulatedpublic utility engaged in the distribution and transmission of electricity.

(PPL and PPL Electric}

PPL Electric delivers electricity to approximately 1.4 million customers in a lO.OOO-square mileterritory in 29 counties ofeastern andcentral Pennsylvania.
PPL Electric also provides electricity supply to retail customers in this area as a PLR undcrthe Customer Choice Act.

Details ofrevenues by customerclassforthe years ended December31 arc shown below.

20iS 2014 2013

Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue

Distribution

Reskieniial S 1.338 63 3; 1.285 63 S 1.215 65

Industrial 58 3 52 t S2 3
Commercial 377 18 367 18 363 19

Other (a) (44) (2> 5 III)

Transmission 395 18 335 16 251 13

Total S 2.124 100 3i 2.044 100 s 1.871) 100

(a) Includes regulatory over- or undcr-recovery reconciliation mechanisms, pole attachment revenues and street lighting. olTsetby contra revenue associated with the network
integration transmission service expense.

Franchise. Licenses and Other Regulations

PPL Electric i.s authorized to provide electric public utility service throughout its service area as a result ofgrants by the Commonwealth of Pennsylvania in
corporate charters to PPL Electric and companies which it has succeeded and as a result ofcenification by the PUC. PPL Electric is granted the right to enter
the streets and highways by the Commonwealth subject to certain conditions. In general, such conditions have been met by ordinance, resolution, permit,
acquiescence or other action by an appropriate local political subdivision or agency of the Commonwealth.

Comoeiiiion

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 Electric 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 to competition pureuani to FERC
Order 1000 fromentities that are not incumbent PJM transmission owners with respect to the construction and owneiahip of transmission facilities within
PJM.

Rales and Resulalion

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 Regional Transmi.ssion Operator (RTO) to promote greater pan icipai ion and compel ilion in the region it serves. In addition
to operating the eiectricily transmission network. PJM also administers regional markets for energy, capacity and ancillary serv ices. A primary objective of
any RTO is to separate the operation of. and access to. the transmission grid from market participants that buy or sell electricity in the same markets. Electric
utilities continue to own the transmission as.sets and to receive their share of transmission revenues, but the RTO directs the control and operation of the
transmission facilities. Certain types of transmission investment arc subject to competitive processes outlined in the PJM tariff

13

Tht mtoimalion conlaineU humn maynol Oecopioe, attaeledoi dislnhutM and is not wantmlad to be occvMe. compMe or rirrtoV rtio user assumes at; risks loi any dawagos or loism arrsing 'rom anyuwol rftis fntumisl/on.
sreapl (o(fteen«nt suidi damagesorlouai cannulbvllmllodor aicJutfadOyapokcable(aw Paul linanaatpenormanoaisnoguarantaeottiilurervsuns



I jMe orConients

Asa transmissionowner. PPLElectric's transmission revenuesare recovered lhn)ugh PJM in accordance with a FERCapproved larifTthatallows recoveryof
incurred transmission costs, a relum on transmission-related plant and an automatic annual update based on a fonnula rate mechanism. As a PER, PPL Electric
also purchases transmission services from PJM. See "PLR" below.

See Note 6 to the Financial Statements foraddiiional information on rale mechanisms.

Distribution

PPL Electric's distribution base rates are calculated based on a return on rate base (net utility plant plus a cash working capital allowance less plant-related
deferred taxes and other miscellaneous additions and deductions). All regulatory assets and liabilities are excluded from the return on rate base; therefore, no
return is earned on the related assets unle.ss specifically provided for by the PUC.Currently, PPL Electric'sSmart Meter rider and the DSIC are the only riders
earning a return. Certain operating expenses are also included in PPL Electric's distribution base rates including wages and benefits, other operation and
maintenance expenses, depreciation and taxes.

Pennsylvania's Alternative Enci^y Portfolio Standard (AEPS) requires electricity distribution companies and electricity generation suppliers to obtain from
alternative energy resources a portion of the electricity sold to retail customers in Pennsylvania. Under the default sendee procurement plans approved by the
PUC. PPL Electric purchases all of the alternative cneigy generation supply it needs to comply with the AEPS.

•Act 129 created an energy efficiency and conservation program, a demand side management program, smart metering technology requirements, new PLR
generation supply procurement rules, remedies for market misconduct and changes to the existing AEPS.

Act 11 authorizes the PUC to approve two specific ratemaking mechanisms; the use ofa fully projected ftiture 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 is in a period ofsignificant capital investment to maintain and enhance the reliability of its delivery system,
including the replacement of aging assets. In January 2013. PPL Electric filed a petition requesting pennission to establish a DSIC. In May 201.3.the PUC
approved PPL Electric's proposed DSIC with an initial rate elTcctivc July 1. 2013. subject to refund aficr bearings. The PUC also assigned four technical
recoverv calculation issues to the Office of.Administrative Law Judge forbearing and preparation ofa recommended decision. In November 2015. the PUC
issued an opinion and order apparving PPL Electric's Petition with minor modifications.

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 Customer Choice Act requires Electric Distribution Companies (EDCN). including PPL Electric, or an alternative supplier approved by the PUC to act as
a PLR ofeiectricity supply for customers who do not choose to shop forsupply with a competitive supplier and provides that electricity supply costs will be
recovered by the PLR pursuant to PUC regulations. As ofDecember 3 1. 2015. the following percentages of PPL Electric's customer load were provided by
competitive suppliers: 50" o of residential, 85°o ofsmall commercial and industrial and 99"/o of large commercial and indu.strial customers. The PUC
continues to be interested in expanding the competitive market for electricity. Sec "Regulatory Matters - Pennsylvania Activities - Act 129" in Note 6 to the
Financial Statements foraddiiional infunnation.

PPL Electric's cost ofeiectricity generation is based on a competitive solicitation process. The PUC approved PPL Electric's default service plan for the
period June 3015 through May 2017, which includes 4 solicitations for electricity supply held in April and October, amniaily. Pursuant to this plan, PPL
Electric contracts for all of the electricity supply for residential, small commercial and small industrial customers, large commercial and large industrial
customers who elect to lake that service from PPL Electric. These solicitations include a mix of6- and 12-month fixed-price load-following contracts for
residential, small commercial and small industrial customers, and 12-monlh real-time pricing contracts for large commercial and large industrial customers to
rulfill PPL Electric's obligation to provide customer electricity supply as a PLR.

Numerous alternative suppliers have ofiered 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
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electricity supply from these alternative suppliers. See "Energy Purchase Commitments" in Note 13 to the Financial Statements for additional information
regarding PPL Eleclric's solicitations.

See"Regulatory Matters • Pennsylvania Activities- RateCaseProceedings" in Note6 to the Financial Statements forinformation regarding PPL Eleclric's
2015 rate case proceedings.

• Other Corporate Functions (PPL)

PPL Services provides PPL subsidiaries with administrative, management and support services.

PPL EUServices, formed in 2015. is includedwithin the Pennsylvania Regulated Segment and provides the majorityof llnancial.supply chain, human
resources and facilities management serv ices to PPLElectric.Significant portions of the various corporate functions previously within PPLServiceswere
transferred to PPL EU Sen'ices in 201 5. Certain other functions are to be transferred to PPL EU Services as the transitionservicesagreements withTalen
Energy expire.PPL Services will continue to providecertain limitedcorporate functions. Forboth servicecompanies, the costsof theseservices arecharged
directly to the respective recipients for the servicesprovided or indirectly charged to applicable recipients based on an average of the recipients' relative
invested capital, operation and maintenance expenses and number ofemployees.

PPL Capital Funding, PPL's financing subsidiary, providesfinancing forthe operationsof PPL and certainsubsidiaries. PPL's growih in rate-regulated
businessesprovides the organization with an enhanced corporate level financing altemativo. through PPLCapital Funding, that enables PPL to cost
effectively supporttargeted credit profilesacrossall ofPPL's ratedcompanies. Asa result. PPL plans to further utilize PPL Capital Fundingin future
financings, in addition to continued direct financing by the operating companies.

Unlike PPL Services and PPL EU Services. PPL Capital Funding'scostsare not generallychargedto PPL subsidiaries. Costsare chargeddirectly to PPL.
However. PPLCapital Funding participated significantly in the financing for the acquisitions of LKEand WPDMidlands and certain associated financing
costs wereallocated to the Kentucky Regulated and U.K. Regulated segments.The associated financing costs, as well as the financing costs associated with
prior issuancesof certain other PPLCapital Funding secunlies. have been assigned to the appropriate segments for purposes of PPLmanagement'sassessment
ofsegmeni performance. The financing costs associated primarily with PPL Capital Funding's securities issuances in 2013 and beyond, with certain
exceptions, have not been directly assigned oraliocated to any segment.

{All Regislrants)

SEASONALITY

The demand forand marketprices of electricity and natural gas are affected by weather.Asa result, the Registrants'operating results in the future may
lluctuaie substantially on a seasonal basis, especially when more severe weather conditions such as heat waves or extreme winter weather make such
fluctuations morepronounced. The pattern of this fluctuation may change depending on the type and location of the facilities owned. 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

Sec "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 U-ses of Cash - Capital Expenditures" in "Item7. Combined Management's
Discussion and Analysis of Financial Condition and Results ofOperaiion.s" for information concerning projected capital expenditure requirements for 2016
through 2020. See Note 13 to the Financial Statements for additional information concerning the potential impact on capital expenditures from
environmental matters.
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ENVIRONMENTAL MATTERS

The Registrants aresubject to certainexisting and developing federal, regional,state and local lawsand regulationswithrespect to air and waterquality, land
useand otherenvironmental matters. The EPA has recentlyissuedor is in the process of proposingand finalizing numerous environmental regulations
relating to air.waterand waste that will directly affect the electricity industry. Sec "Financial Condition - Liquidity and Capital Resources• Forecasted Uses
of Cash - Capital Expenditures"in "Item7.Combined Management'sDiscussionand Analysis of Financial Condition and Results of Operations"on
projected environmental capital expenditures forlheyears 2016-2020. Also, see "En\ ironmcntal Matters" in Note 13 to the Financial Statements for
additional information. To comply with environmental !equirement.s. PPL's forecast forenvironmental capital expendituresreflects a bestestimate projection
ofexpendiiures that may be required within the next five years. Such projections arc SI.9 billion forPPL and LKF (SI billion forKU and S0.9 billion for
LG&E). -Actual costs (including capital, emission allowance purchasesand operational modifications) may be significantly loweror higher depending on the
final compliance requirementsand marketconditions. PPL'sand LKE's subsidiaries may also incur capital expenditures and operating expenses, which are
not now- deiemiinablc. but could be significant. Environmental compliance costs incurred by LG&E and KU arc subject to recovery through a rate recovery
mechanism. See Note 6 to the Financial Statements foraddilional information.

EMPLOYEE RELATIONS

At Decembers 1.201 5. PPL and its subsidiaries had the following fiiil-limc employees and employees represented by labor unions.

Total Full-Time Number of L'nion Percentage of Total
Employees Employees Workforce

PPL (a) 12.799 6.376 50%
PPL Electric 1.935 1.227 63%
LKE 3.484 812 23%
LG&E j.OOl 688 69%

KU 926 124 13%

la) Includes4.085 employeesof WPD wtioare membersof labor unions (or 62% of PPL'sU.K. workforce).WD recognizesfour unions, the largestof wliich represents 4 l%ofiis
union workforce. V^PD's Electricity BusinessAgreement, wfiich covers 4,015 union employees, may be amended by agreement between WPDand tite unions and can be
terminated with 12 months' notice by either side.

AVAILABLE INFORMATION

PPL's Intemet website is www.pplweb.com. Under the Investors heading of that website. PPL provides access to all SEC filings ofthe Registrants (including
annual reportson Form lO-K. quarterly reportson Form 10-Q. current reports on Form8-K.and amendments to these repons filed or furnished pursuant to
Section 13(d) or 15(d)) ftee ofchai^e. as soon as reasonably practicable after filing with the SEC. Additionally, the Registrants' filings are available at the
SEC'swebsite(www,sec.gov)and at the SEC'sPublic ReferenceRoom at 100 F Street. NE.Washington. DC20.549.or by calling I-800-SEC-0330.
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ITEM 1A. RISK FACTORS

The Registrants face variousrisksassociated with theirbusinesses. Ourbusinesses, financial condition,cash flows or resultsof operationscould be materially
advei^ely affectedby any of these risks. Inaddition, this report also contains forward-looking and other statements about our busine.sses that are subject to
numerous risksand uncertainties. See"Forward-Looking Information." "Item I. 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 informationconcerning the risks described belowand 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 PPLand its consolidated subsidiaries taken as a whole, or to the formerPPLEnei^y
Supply and its consolidated subsidiaries taken as a whole, or PPLElectric and its consolidated subsidiaries taken as a whole within the Pennsylvania
Regulated segment discussion, or LK.E and its consolidated subsidiaries taken as a whole within the Kentucky Regulated segment discussion.

iPPU

Risks Relating to (he SpinoffofPFL Energy Supply and Formation ofTalen Energy Corporation

Ifthe spinoffofPPL Energy Supply dues nut qualify as a lax-free distribution under Sections 355 and 368 ofthe Internal Revenue Code of1986, as
amended (the "Code"), including as a result ofsubsequent acquisitions ofslock ofPPL or Talen Energy, then PPL and/or its shareowners may he required
to pay substantial L\S. federal income taxes.

Among other requirements, the completion of the June 1.2015 spinofl'ofPPL Energy Supply and subsequent combination with RJS Power was conditioned
upon PPL'.s receipt of a legal opinion of tax counsel to the effect that the spino (Twill qualify as a reorganization pursuant to Section 368(a)( I KD) and a tax-
free distribution pursuant to Section355 of the Code. Althoughreceipt of such legal opinion wasa condition to completion of the spinoffand subsequent
combination, that legal opinion is not binding on the IRS. Accordingly, the IRScould reach conclusion.s that arc difiereni from those in the lax opinion. If.
notwithstanding the receipt of such opinion, the IRSwereto determine the distribution to be taxable, PPLwould, and its shareownerscould, depending on
their individual circumstances, recognize a lax liability that could be substantial. In addition, notwithstanding the receipt of such opinion, if the IRS were to
determine the raergerio be taxable. PPL shareowners may, depending on their individual circumstances, recognize a tax liability that could be material.

In addition, the spinoff will be taxable to PPL pursuant to Section 355(e) of the Code if there is a 50% or greater change in ownership (by vote or value) of
either PPLor Talen Energy,directly or indirectly, as part of a plan or series of related transactions that include the spinoff. BecausePPL'sshareowners
collectively owned more than 50% ofTalen Energy's common stock following the spinoffand subsequent combination, the combination alone will not cause
the spinoflTobe taxable to PPLunder Section 355(cl of the Code. However, Section 355(c) ofthe Code might apply if acquisitions of stock of PPLbefore or
after the spinoff,or ofTalen Energy after the combination, wereconsidered to be part of a plan or series of related lran.sactions that include the spinoff. PPLis
not aware ofany such plan or scries of transactions that include the spinolT.

Risks related to our li.K. Segment

Our I '.A', distribution business contributes a significant amount ofPPL's earnings and exposes us to thefollon-ing additional risks related to operating
outside the U.S., including risks associated with changes in f'.A', laws and regulations, la.ves,economic conditions and political conditions and policies of
the U.K. government and the European Union. These risks may reduce the results ofoperationsfrom our C.K.distribution business or affect our ability to
access I .K. revenuesfor payment ofdistributions orfor other corporate purposes in the U.S.

changes in laws or regulations relating to U.K. operations, including rate regulations, operational perfomiance and tax laws and regulations;
changes in government policies, personnel orapproval requirements;
changes in general economic conditions affecting the U.K.;
regulatory reviews oftariffs for distribution companies;
changes in labor relations;
limitations on foreign investment or ownership ofprojccls 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;
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• compliance wiih U.S. forei«n corrupi practices laws; and
• prolonged periods oflow inflation ordeflalion.

KVare subject to increasedforeign currency exchange rate risks because a majority ofour cashflows and reported earnings are currently generated by
our L'.K. business operations.

These risks relate primarily to change.s 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 GAAPbasi.s may be subject to increased earnings translation risk, which is the re.sultoflhe conversion ofeamingsas
reported in our U.K. businesses on a British pound sterling basis to a U.S. dollar basis in accordance with GAAP requirements.

Our U.K.segment is subject to inflationary risks.

Our U.K. distribution business is subject to the risks associated with fluctuations in the RPI in the U.K.. which is a measure of inflation.

In RIIO-F-OI. WPD's base demand revenue was established by Ofgem in 2012/13 prices. Base demand revenue is then increased by RPI for each year to arrive
at the amount of revenue WPDcan collect in tariffs. The RPI is forecasted and subject to true-up in subsequent years. The fluctuations between forecasted and
actual RPI can then result in variances in base demand revenue from the business plan accepted by Ofgem. While WPD also has debt that is indexed to RPI
and certain components ofoperations and maintenance expense are alTectcd by inflation, these may not offset changes in base demand revenue and offsets
would likely affect different calendar years. Further, as RAV is also subject to increase in RPI. a reduction in RPI could adversely affect the debl/RAV ratio
together with the level ofsubsequent RAV amortization which is an element ofallowed revenue.

Our U.K. delivery business is subject to revenue variability based on operational performance.

Our U.K.delivery businesses operate under an incentive-based regulatory framework. Managing operational risk and delivering agreed-upon performance are
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.

Afailure by any ofour U.K.regulated businesses to comply with the terms ofa distribution license may lead to the issuance ofan enforcement order by
Ofgem that could have an adverse impact on PPL.

Ofgem has powers to levy fines of up to ten percent of revenue for any breach ofa distribution license or, in certain circumstances, such as insolvency, the
distribution license itself may be revoked. Ofgem also has fomtal powers to propose modifications to each distribution license and there can be no assurance
that a restrictive modification will not be introduced in the fiiiurc. which could have an adverse effect on the operations and financial condition ofthe U.K.
regulated businesses and PPL

(PPL and LKEi

Risk Related to Registrant Holding Companies

PPL and LKE are holding companies and their cashflows and ability to meet their obligations with respect to indebtedness and underguarantees, and
PPL's ability to pay dividends, largely depends on the financial performance oftheir respective subsidiaries and. as a result, is effectively subordinated to
all existing andfuture liabilities ofthose subsidiaries.

PPL and LKF- arc holding companies and conduct their operations primarily through subsidiaries. Substantially all ofthe 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 a.sPPL's
ability to pay dividends, are largely dependent upon the earnings of those subsidiaries and the distribution or other payment ofsuch earnings in the form of
dividends, distributions, loans, advances or repayment of loans and advances. The subsidiaries arc separate 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 oflhe Registrants'
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subsidiaries lo pay di\ idends or distributions in the future will depend on the subsidiaries' future earnings and cash flows and the needs of their businesses,
and may be restricted by their obligations to holders of their outstanding debt and other creditors, as well as any contractual or legal restrictions in effect at
such lime, including the requirementsof state coiporaie law applicable to payment of dividends and distributions, and regulatory requirements, including
restrictions on the ability of PPL Electric, LG&E and KU to pay dividends under Section .105(a) of the Federal Power Act.

Because PPL and LKEare holding companies, ihcirdcbt and guaranty obligations are eftectively subordinated to all existing and future liabilities oftheir
subsidiaries. Although certain agreements to which certain subsidiaries are parties limit theirability to incuradditional indebtedness. PPL and LKEand their
subsidiaries retain the ability lo incur substantial additional indebtedness and other liabilities. Therefore. PPL's and LKE's rights and the rights oftheir
creditors, including rights of debt holders, lo participate in the assets of any of their subsidiaries, in the event that such a subsidiaiy is liquidated or
reorganized,will be subject to the prior claims of such subsidiary's creditors. Inaddition, if PPLelects to receive distributions of earnings fromits foreign
operations. PPL may incur U.S. income taxes, net ofany available foreign tax credits, on such amounts.

tPPL Electric, LG&E and A'O

Risks Related to Domestic Regulated I'tility 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 factorscommon lo both domestic regulated segments, followed by sections identifying
separately the risks specific to each of these segments.

The operation ofour businesses is subject to cyber-based security and integrity risks.

Numerous functions atTecting the eflicicni operation ofour businesses arc dependent on the secure and reliable storage, processing and communication of
electronic data and the use ofsophisticated computer hardware and software systems. The operation ofour generation plants, as well as our transmission and
distribution operations, are all reliant on cyber-based technologies and. therefore, subject lo the risk that such systems could be the target ofdisruptive
actions, principally by terrorists or vandals, or otherwise be compromised by unintentional events. As a result, operations could be intcmipied. 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 damage to our reputation.

Ourprofitability is highly dependent on our ability to recover the costs ofproviding energy and utHilyservices 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 stale regulatory commissions, including the FERC. KPSC". VSCC.TRA
and PUC. Although rate regulation is generally premised on the recovery ofprudcntly incurred costs and a reasonable rate of return on in\esied 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 or timely recovery ofourtosisoran adequate return on our capita! investments. Federal or state
agencies, inten enors and other permitted parties may challenge ourcuircnl or future rate requests, structures or mechanisms, and ultimately reduce, alter or
limit the rales we receive. Although our rates are generally regulated based on an analysis of our costs incurred in a base year or on future projected costs, the
rates we arc allowed to charge may or may not match our costs at any given time. Our domestic regulated utility husine.sscsare subject to substantial capital
expenditure requirements overlhe next several years, which will likely require rale increase requests to the regulators. Ifour costs are not adequately
recovered through rales, it could have an adverse effect on our business, results ofopcrations. cash flows and financial condition.

Our domestic utility businesses are subject to significant and complex governmental regulation.

In addition to regulating the rales we charge, various federal and state regulatory authorities regulate many aspects ofour domestic utility operations.
including:

• the terms and conditions ofour service and operations;

• financial and capital structure matters;

• siting, construction and operation of facilities;

• mandatory reliability and safety standards undcrthe Eneigy Policy Act of200S and otherstandardsofconduct:
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acccmnling, depreciation and cost allocation melhodologies;
lax matters:

afTiliate transactions;

acquisition and disposal ofutility assets and issuance ofsecurities; and
various other matters, including energy efficiency.

Such regulations orchanges thereto may subject us to higheroperating costsor increased capital expenditures and failure to comply couldresult in sanctions
or possible penalties which may not be recoverable rri>m customers.

Ourdomestic regulated businesses undertake significant capita! projects and these activities aresubject to unforeseen costs, delays orfailures, as well as
risk ofinadequate recover}- ofresulting costs.

Thedomestic regulated utilitybusinesses arecapital intensive and require significant investments menergy generation (in thecaseofLG&E and KU) and
transmission, distribution andotherinfrdsiruclure projects, such as projects for environmental compliance andsystem reliability. Thecompletioit of these
projects withoutdelaysorcost overruns is subject to risks in manyareas, including:

approval, licensing and permilling;

land acquisition and the availability ofsuitable land:
skilled laborer equipment shortages;
construction problems or delays, including disputes with third-party iniervenors;
increases in commodity prices or labor rates;
contractor performance;

Failure tocomplete ourcapital projects onschedule oron budget, oral all.could adversely affect ourfinancial perfonnance, operations and future growth if
such expenditures are not granted rate recoveiy by our regulators.

H'eare subject to the risk that our workforce and its knowledge base may become depleted in coming years.

Weareexperiencing an increase in attritiondue primarily to the numberofretlring employees, withthe riskthat critical knowledge will be lost and that it
maybe difficult to replace departed personnel, and to attractand retain newpersonnel, due to a declining trend in the numberof availableskilled workers
and an increase in competition for such workers.

Risks Specific to Kentucky Regulated Segment

{PPLI.KE.LG&E(ind Kf)

Thecostsofcompliancewith,and liabilities under,environmentallaws are significant and are subject to continuing changes.

Extensivefederal, stateand local env inmmental lawsand regulationsareapplicable to LG&E'sand KL"s generation business, including its air emissions,
water discharges and the management of hazardous and solidwastes, among otherbusiness-related activities, and thecostsofcompliance or alleged non-
compliance cannot be predicted but couldbematerial, Inaddition, ourcostsmay increase significantly ifthe requirements or scope of environmental laws,
regulations or similar rules areexpanded or changed. Costs may lake theform of increased capital expenditures or operating and maintenance expenses,
monetary fines, penalties or forfeitures, operational changes, pemiit limitations or otherrestrictions. W some ofour oldergenerating facilities it may be
uneconomic for us to install necessary pollution control equipment, which couldcauseus to retire those units. Market prices for energy andcapacity also
aflect thiscost-effectiveness analysis. Many of ihe.sc cnvironraeniai law considerations arealsoapplicable to theoperations ofour key.suppliers, or
customers,such as coal producersand industrial power users,and may impact the costs of their products and demand for our sen-ices.

Ongoing changesin environmental regulations or their implementation requirements and our relatedcompliance strategiesentail a numberof
uncertainties.

The envirxmmental standardsgoverningLG&E's and KU's businesses, particularly as applicable to coal-fired generation and related activities,continue to be
subject to uncertainties dueto rulemaking andotherregulatory developments. legislative aclivilies and litigation, administrative or permit challenges.
Revisions to applicable standards, changes incompliance deadlines and invalidation of rules on appeal may require major changes in compliance strategies,
operations or assets and
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adjustments to priorplans. Depending on the extent, frequency and timing of suchchanges, the companiesmay be subject to inconsistent requirements under
multipleregulatory programs, compressed windows fordecision-making and short compliance deadlinesthat mayrequire newtechnologiesor aggressive
schedules forconstruction, pcnnilting and other regulatory approvals. Undersuch circumstances, the companies may face higher risks of unsuccessful
implementation of environmental-related businessplans,noncompliance with applicable environmental rules,delayed or incomplete raterecovery or
increased costs ofimplemeniaiion.

H'eare subject to operational, regulatory and other risks regarding certain significant developments in environmentalregulation affecting coal-fired
generationfacilities.

Certain regulatory initiatives have been implemented or arc under development which could represent significant developments or changes in environmental
regulation and compliance costs or risk associated with the combustion of coal as occurs at LG&E'sand KLTs coal-fired generation facilities. In particular,
such developments include the federal Clean PowerPlan regulations governing greenhou.se gas emissions at existing or new power plants, the federal Coal
Combustion Residuals regulations governing coal by-product storage activities and the federal Effiuent Limitations Guidelines gos eming waterdischaqje
activities.Suchinitiativeshave the polcniiai to require significant changesin generation portfoliocomposition and in coal combustion byproduct handling
and disposal or water treatment and release facilities and methods from those historically used or currently available. Consequently, such developments may
involve increasedrisks relating to the uncertain cost, efficacyand reliability ofnew technologies, equipment or methods.Compliance with such regulations
could result in significant changes to LG&E's and KU's operationsor commercial practicesand material additional capital or operatingexpenditures. Such
circumstances could also involve higher risksofcompiiance violationsor of variationsin rateor regulatory treatment when compared to existing frameworks.

Risks Specific to Pennsylvania Regulated Segment

[PPL and PPL Electric)

Weplan to selectivelypursue growth ofour transmission capacity, which involvesa number ofuncertainties and may not achieve the desiredfinancial
results.

Weplan to pursue expansion of our transmissioncapacity over the next several years. We plan to do this through the potential construction or acquisition of
transmi.ssion projects and capital investments to upgradetransmission infrastructure. Thesetypesof projectsinvolve numerous risks.With respect to the
construction or acquisition oftransmission projects, we may be required to expend significant sum.s forpreliminary engineering, pemiitling, 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 orscrx ice requirements and subject to applicable regulatory processes.The success of both
a newor 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 appixivals. Ifwewereunable to complete
constmction or expansion of a project, wc may nol be able lo recover our investment in the project.

Weface competitionfor transmission projects, which could adversely affect our rate base growth,

FERC Order 1000. issued in July 201 1. establishes certain procedural and substantive requirements relating to participation, cost allocation and non-
incumbent developer aspects of regional and inlcr-rcgional electric irdiismission planning activities. The PPL Electric transmission business, operating under
a FERC-approved PJM Open Access Transmission Tariff (OATT). is subject to competition pursuant to FERC Oder 1000 from entities that are not incumbent
PJM transmission owners with respect to the construction and ownership oftransmission facilities w-ithin PJM. Increased competition can result in lower rate
base growth.

Wecould he subject to higher costs and/or penalties related lo Pennsylvania Conserwfion and Energy Efficiency Programs,

PPLElectric is subject to Act 129 which contains requirements forenergy efficiency and conservation programsand for the use of smartmetering technology,
imposes PLR electricity supply procurement rules, provides remedies for market misconduct, and made changes to the existing Alternative Enei^y Portfolio
Standard.The law also requireselectric utilities to meet specified goals forreduction in customerelectncity usage and peak demand. Utilities not meeting
these Act 129 requirements are subject to significant penalties that cannot be recovered in rates. Numerous factors outside ofourcontrol could prevent
compliance with these requirements and result in penalties to us.
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H'eare ormay be subject to costs ofremediation ofenvironmental contamination at facilities owned or operated by PPL Electric or itsformer
subsidiaries.

Wemay be subjecl lo liability forthe costs of environmenial remediation ofpa^pcrty now or formerly owTied by us with respect to substances that we may
have generated regardless ofwhether the liabilities arose before, during or after the time we owned or operated the facilities. We also have current or previous
ownership interests in sites associated with the production of manufactured gas for which we may be liable for additional costs related to investigation,
remediation and monitoring of these sites, Remediation activities associated with ourfonncr manufactured gas plant operations are one si>urce of such costs.
Citizen ga)ups or others may bring litigation regarding environmental issues including claims of various types, such as properly damage, personal injury and
citizen challenges to compliance decisions on the enforcement ofen\ ironmenial requirements, which could subject us to penalties, injunctive relief and the
cost of litigation. We cannot predict the amount and timing ofall future expenditures (including the potential or magnitude of fines or penalties) related to
such environmental matters, although they could be material.

Risks Related to All Segments

t.4U Rfgislranis)

Increases in electricity prices and/or a weak economy, can lead to changes in legislative and regulatory policy, including the promotion ofenergy
efficiency, consen-alion and distributed generation or self-generation, which may adversely impact our business.

Enei^y consumption is significantly impacted by overall levels ofeconomic activity and costs ofenergy supplies. Economic downtums or periods ofhigh
energy supply costs can lead lo changes in orthe development of legislative and regulatory policy designed to promote reductions in energy consumption
and increased energy efficiency, alternative and renewable energy sources, and distributed or 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.

Wecould 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 ofbusiness, we arc 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 lo credit market changes.
Changes in these conditions could result in increased costs and decreased availability ofcredit.

A downgrade in our credit ratings could negatively affect our ability to access capital and increase the cost ofmaintaining our creditfacilities and any
new debt.

Credit ratings assigned by Moody'sand S&P to our businesses and their financial obligations have a significant impact on the cost ofcapital incurred by our
businesses. A ratings downgrade could increase our short-term borrowing costs and negatively afTeci our ability to fund liquidity needs and access new long-
term debt at acceptable interest rates. See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Re.su]ts ofOperations -
Financial Condition - Liquidity and Capital Resources - Ratings Triggers" for additional information on the financial impact ofa 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. Regulations under the Dodd-
Frank Act in the U.S. and Basel III in Europe may impose costly additional requirements on the businesses ofothers with whom we contract, such as banks or
other counterparties, or simply result in increased costs to conduct our business or access sources ofcapital and liquidity upon which the conduct ofour
businesses is depcndcni.

Our operating revenues couldfluctuate on a seasonal basis, especially as a result ofextreme weather conditions.

Our businesses are subject lo 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
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overall operating results may lluctuatc substantially on a seasonal basis if weather conditions such as heat wa\cs. extreme cold, unseasonably mild weather or
ses ere storms occur. The paiicm.sof these fluctuations may change depending on the type and location ofour facilities.

Operating expenses couldbeaffected byweatherconditions, including storms, as wellas bysignificantman-made or accidentaldisturbances, including
terrorism or natural disasters.

Weather and these otherfactors cansignificantly afTect ourpmfitabi lily or operations bycausing outages, damaging infrastructure and requiring significant
repaircosts. Stormoutages and damage often directly decrease revenues and increase expenses, due to reduced usage and restoration costs.

Our businessesare subject to physical, market and economic risks relating to potential effectsofclimate change.

Climate change may produce changes in weather or otherenvironmental conditions, including tempcrjiure or precipitation levels, andthusmay impact
consumerdemand forelectricity, in addition, the potential physical effectsof climate change, such as increascci frequencyand severity of storms, floods,and
otherclimaticevents,could disruptour operationsand cause us to incur significant costs to prepare foror respond to thesecfleets.Theseor other
meteorological changescould lead to increa.sed operatingcosts,capital expensesor powerpurchase costs.Greenhouse gas regulation could increase the cost
of electricity, particularly powergenerated by fossil fuels,and such increasescould have a depressive cfTecl on regional economies. Reduced economic and
consumer activity in our serx iceareas- both generallyand specific to certain industries and con-sumers accustomed to previously lowercost power- could
reducedemand forthe powerwegenerate,market and deliver. Also, demand forourenergy-relatedservices could be similarly lowered by consumers'
preferencesor market factors favoring energy eflficiency. low-carbonpowersources or reduced eleclncity usage.

HV cannotpredict the outcomeof the legal proceedingsand investigationscurrentlybeing conducted withrespectto our current and past business
activities. An adverse determination could have a material adverse effect on ourfinancial condition, results ofoperations or cashflows.

Weare involved in legal proceedings,claims and litigation and subject to ongoing stale and federal investigations arising out ofour 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.Wecannot predict the ultimate outcome of these matters,nor can wereasonably estimate the costs or liabilities that
could poteniiaily result from a ncgativ e outcome in each case.

Significant increa.ses in our operation and maintenance expenses, including health care and pension costs,could adverselyaffectourfuture earnings and
liquidity.

We coniinually focus on limiting and reducing our operation and maintenance expenses. However, weexpeel to continue to face increasedcost pressuresin
our operations. Increased costs of materialsand labor may result fi-om general inflation, increased rcgiilaioiy requirements(especially in respect of
environmental regulations), the need for higher-c<isi expertise in the workforce or other factors. Inaddition, pursuant to collective bargaining agreements,we
are contractually committed to provide specified levels ofheallh care and pension benefits to certain current employees and retirees. We provide a similar
levelof benefitsto our management employees. Thesebenefitsgive rise to significante.xpcnses. Dueto general inflation withrespect to such costs,the aging
demographics ofour 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 increasedespite measuresthat 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 forour employees and retirees.The measurement ofour expected futurehealth care and pension obligations, costs and liabilities is
highly dependent on a variety of assumptions, most of which relate to factorsbeyond our control. These assumptions include investment reiums, interest
rates,health carecost trends,intlaiion rates, benefit improvements, salary increases and the demographics of plan participants. Ifour assumptions proveto be
inaccurate, our future costs and cash contribution requirements to fund these benefits could increase significantly.

H> may be required to record impairment charges In thefuturefor certain ofour investments, which could adversely affect our earnings.

UnderGAAP. weare required to lest our recordedgoodwill 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
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impairments were recorded based onourannual review in thefourth quarterof2015. we areunable topredict whether lliturc impairment charges may be
necessary.

Wealso reviewour long-li% ed tangible and finite-lived intangible as.sets, including equity investments, for impainnent when events or circumstances
indicate that thecarrying value of these assets may notberecoverable. Although no impairment charges have been recorded related to theCompany's
continuing operationsduring the reporting periods, weareunable to predictwhetherimpairment charges, or other losseson salesof other assetsor businesses,
may occur in future years.

ffe may incur liabilities in connection with discontinueti operations.

Inconnection with various divestitures, andcertain othertransactions, wehaveindemnified orguaranteed parties against certain liabilities. These
indemnities and guarantees relate, among other things, to liabilities which may arise with respect to theperiod during which wc oroursubsidiaries operated a
divested business, andto certain ongoing contractual relationships and entitlements with respect to which weor oursubsidiaries made commitments in
connection with the div estiture. See "Guarantees and Other .Assurances" in Note 1} to the Financial Statements.

fVe are subject to liability risks relating to our generation, transmission and distribution operations.

The conduct ofourphysical andcommercial operations subjects us to many risks, including risks of potential physical injury, property damage or other
financial liabilily. caused to orby employees, customers, contractors, vendors, contractual or financial counterparties and otherlhirdparties.

Ourfacilities maynot operateasplanned, which mayincreaseour e.xpenses and decreaseour revenues and havean adverse effect onourfinancial
performance.

Opcraiion of power plants, transmission anddistribution facilities, information technology systems andotherassets andactivities subjects us to a variety of
risks, including the breakdown or failure of equipment,accidents, securitybreaches, viruses or outagesaffecting information technologysystems, labor
disputes, obsolescence, delivery/transportation problems and disruptions offuel supply and perlbrmance below expected levels. These events may impact
ourability to conduct our businesse.s elTiciently and lead to increased costs, expenses or losses. Ch'craiion ofour delivery systems below ourexpectations
mayresult in lost revenue and increased expense, including highermaintenance costs which may not be recoverable from customers. Planned and unplanned
outagesat our powerplants mayrequire us to purchase powerat then<urrent market pricesto satisfy our commitments or, in the alternative,pay penaltiesand
damages for failure to satisfy them.

Although we maintain customary insurance coverage forcertain ofthese risks, noassurance canbe given thatsuch insurance coverage will be sulficient to
compensate us in the event losses occur.

Wr are subject to risks associated withfederal and state tax laws and regulations.

Changesin tax lawas well as the inherentdifficulty in quantifyingpotential tax ciTecis ofbusiness decisionscould negatively impactour resultsof
operations. Wearerequired to makejudgments in orderto estimateour obligations to taxing authorities.Thesetax obligations include income, property,
grossreceipts and franchise, salesand use.employment-related and other taxes.Wealsoestimateour ability to utili/c lax benefitsand tax credits.Dueto the
revenue needsof the jurisdictionsin which ourbusinesses operate,varioustax and fee increases may be proposed or considered. Wecannot predictwhether
such tax legislation or regulation will be introduced orenacted or theeffect of any such changes on ourbusinesse.s. Ifenacted, any changes could increase tax
expense and could have a significant negative impact on ourre.sullsofoperations and cash flows.

Weare required to obtain, and to comply with,government permits and approvals.

We arerequired to obtain, and to comply with, numerous permits, approvals, licenses andcertificates from governmental agencies. Theprocess of obtaining
and renewing necessary permits canbe lengthy andcomplex and cansometimes result in thec.siablishmeni ofpermit conditions thatmake the project or
activity forwhich the permit wassought unprofitable or otherwise unattractive. In addition, such permitsor approval.s may be subject to denial, revocation or
modification undervarious circumstances. Failure to obtainor comply with theconditions of permits orapprov als.or failure to comply with anyapplicable
lawsor regulations, may result in the delay or temporary suspension ofour operationsand electricitysalesor the curtailment of our powerdeliveryand may
subject us to penalties and other sanctions. Although various regulator routinely renewexisting licenses, renewalcould be denied or jeopardized by various
factors, including failure to provide adequate
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financial assurance for closure; failure to comply with environmeiilal. health and safely laws and regulations orpermit conditions; local community, political
or other opposition; and executive, legislative or regulatory action.

Ourcostor inability to obtainandcomply withthe permits and approvals required forouroperations couldhavea material adverse effect on ouroperations
and cash flows. Inaddition, newenvironmental legislationor regulations, ifenacted. or changed interpretations of existing lawsmayelicit claimsthat
historical routinemodification activitiesat our facilitiesviolated applicable lawsand regulations. Inaddition to the po.ssible imposition of fines in such
cases, wemaybe required to undertake significantcapital investments in pollution control technology and obtain additional operatingpermits or approvals,
which could have an advcrse impact on our business, results of operations, cash flows and financial condition.

H'ar,other armed conflicts or terrorist attacks could have a material adverse effect on our business.

War.iciTorist attacks and unrest have caused and may continue to cause instability in the world's financial and commercialmarketsand have contributed to
high levelsof volatility in prices foroil and gas. Inaddition, unrest in the Middle East could lead to acts of terrorismin the United States or elsewhere,and
actsof terrorism could be directed against companies such as ours.Armed conflictsand terrorism and theireffectson us or our markets maysignificantly
affect ourbusiness andresults of operations in the future. Inaddition, wemay incurincreased costsfor security, including additional physical plantsecurity
and security personnel or additional capability following a terrorist incident,

H'eare subject to counterpartyperformance,credit or other risk in theirprovision ofgoods orser\'ices to us, whichcould adverselyaffectourabiiity to
operate ourfacilities or conduct business activities.

Wepurchase from a variety ofsuppiiers energy,capacity, fuel,naturalgas, transmission serviceand certaincommodities used in the physical operation of our
businesses, as well asgoodsor services, including information technology rights and services, used in theadministration ofour businesses. Delivery of these
goodsand services is dependenton the continuingoperational performance and financial viability ofour contractual counterparties and also the markets,
infrastructure or third-parties they useto providesuch goods and serv ices to us.Asa result, wearesubject to the risksofdismpiions. curtailments or increased
costs in the operation ofour busines.ses if such goods or serv ices are unavailable or become subject to price spikes or ifa counterparty fails to perform. Such
disruptions could adversely affect ourabiiity to operate our facilities or deliver our services and collect our revenues, which could result in lower sales and/or
highercostsand thereby adversely affect our resultsof operations. The performance of coal markets and producers maybe the subjectof increased
counterparty riskto LKE. LG&E and KU currently due to weaknesses in such markets and suppliers. Thecoal industry is subject to increasing competitive
pressures from natural gas markets and newor more stringent environmental regulation,including greenhouse gasesor otherair emissions, combustion
byproducts and water inputs or discharges.Consequently, the coal industry faces raised production costs or closed customer markets.

ITEM 1B. UNRESOLVED STAFF COMMENTS

PPL Corporation, PPL Electric Utilities Corporation. LG&K 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 ofWPD'sservice territory, see "Item 1.Business - General - Segment Inlbmiation - U.K. Regulated Segment."WPDhas electric distribution
lines in public streets and highways pursuant to legislation and righls-of-way secured from properly owners. A[ [December 1.2015. WPD'sdistribution
system in the U.K. includes 1.748 substations with a total capacity ofTl million kVA, 56.562 circuit miles ofoverhead lines and 81.824 underground cable
miles.

Kentucky Regulated Seoment (PPL LKE. LG&E and KV)

LG&E'sand KU'sproperties consist primarily ofregulated generation facilities, electric transmission and distribution assets and natural gas transmi.ssion and
distribution assets in Kentucky. The capacity of generation units is based on a number of factors, including the operating experience and phy.sical condition
of the units, and may be revised periodically to reflect changed circumstances.The electric generating capacity at December31.2015 was:

I.KE LG&E KL'

Total MW Ownership or "/a Ownership Ownership or % Ownership Ownership or
Capacity Other Interest or Other Other Interest or Other Other Interest

Primarv Fuel/PlaDt Summer in MVi Interest In MW Interest in MW

Coal

Ghent - Units 1- 4 1,919 1.919 100.00 I.9I9
Mill Creek • Units 1- 4 1.465 1.465 100.00 1.465
E.W, Brown - Units 1-3 682 682 100.00 682

Trimble County • Unit 1 (a) 511 383 75.00 383

Trimble County - Unit 2 (a) 732 549 14.25 104 60.75 445

OVEC • Clifty Creek (b) 1,164 95 5.63 66 2.50 29

OVEC - Kyger Creek (b) 956 78 5.63 54 2.50 24

7.429 .5.171 2.072 3.099

Natural Gas/Oil

E.W, Brown Unit 5 (c) 130 130 53.00 69 47.00 61

E.W. Brown Units 6-7 292 292 38.00 111 62.00 181
E.W. Brown Units 8 - 1) (c) 484 484 100,00 484

Trimble County Units 5-6 318 318 29.00 92 71.00 226

TrimbleCountv Units? - 10 636 636 37.00 235 63.00 401

Paddy's Run Units 11-12 35 35 100.00 35
Paddv's Run Unit 13 147 147 53.00 78 47,00 69
Haefling - Units 1 - 2 24 24 100.00 24

Zorn Unit 14 14 100.00 14

Cane Run Unit 7 642 642 22.00 141 78.00 501

Cane Run Unit 11 14 14 100.00 14

2.736 2.736 789 1.947

Hvdro

Ohio Falls - Units 1-8 58 58 100.00 58
Dtx Dam - Units 1-3 32 32 100.00 32

90 90 58 32

Iota] 10.255 7.997 2.919 5.078

(a) Trimble County Unit I and Trimble County Unit 2 are jointly owned with Illinois Municipal Electric Agency and Indiana .MunicipalPower Agency. Each owner is entitled to its
proportionate share of the units' total output and funds us proportionate share of capital, fuel and other operating costs. Sec Note 12 to the Financial Slalemenis for additional
information.

(b) These units are owned by OVEC. LG&E and KU have a power purchase agreement that entitles LG&E and KU to their propotiionate share of these unit's tola) output and LG&E
and KU fund their proportionate share of fuel and other operating costs. Clifty Creek is located in Indiana and Kyger Creek is located in Ohio. See Note 13 to the Financial
Statements for additional mformaiion.

(c) There is an inlet air cooling system attributable to these units. This inlet air cooling system is not jointly owned: however, it is used to increase production on the units to which it
relates, resulting in an addiiional 10 MW of capacity for LG&E and an additional 88 M\\ of capacity for KU.

Fora description of LG&E'sand KU'sservice areas, see "Item I. Business - General - Segment Information • Kentucky Regulated Segment." At December 31,
2015. LG&E'stransmission system included in the aggregate. 46 substations (32 ofwhich are shared with the distribution system) with a tola! capacity of8
million kVA and 677 pole miles of lines. LG&E'sdistribution system included 97 substations (32 ofwhich are shared with the transmission system) with a
total capacity of5 million kV.A. 3,899 circuit miles ofoverhead lines and 2.482 underground cable miles. KU's transmission system included 138 substations
(58 ofwhich are shared with ihe distribution system) with a total capacity of 14 million kVA and 4.078 pole miles of lines. KU'sdistribution system included
479 substations (58 of which are shared with the transmission system) with a total capacity of 7 million kVA. 14.049 circuit miles ofoverhead lines and 2.408
underground cable miles.
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LG&E'snatural gas transmission system includes 4,337 miles ofgas distribution mains and 398 miles ofgas transmission mains, consisting or265 miles of
gas transmission pipeline. 120 miles ofgas transmission storage lines. 14 miles ofgas combustion turbine lines and one mile ofgas transmission pipeline in
regulator facilities. Five underground natural gas storage fields, with a total working natural gas capacity of approximately 15 Bcf. are used in providing
natural gas .serviceto ultimate consumers. KU'sservice area includes an additional 11 miles ofgas transmission pipeline pnwiding gas supply to natural gas
combustion turbine electricity generating units.

Substantially all of LG&E's and KU's respective real and tangible personal property located in Kentucky and used orlo be used in connection with the
generation, transmission and distribution ofelectricity and. in the case of LG&F. the storage and distribution ofnatural gas. is subject to the lien ofeither the
LG&E 2010 Mortgage indenture or the KU 2010 Mortgage Indenture. See Note 7 to the Financial Statements for additional infomialion.

LG&E and KU continuously reexamine development projects based on market conditions and other factors to detemiine whether to proceed with the
projects, sell, cancel or expand them or pursue other options. LG&E and KU received approval from the KPSC to build a 10 MW (4 MW for LG&E and 6 MW
for KIT) solar generating unit at the existing E.W. Brown site, which is expected to begin commercial operation in June 2016.

Pennsvlvania Reauiated Segment (PPL and PPL Electric)

For a description of PPL Elecinc's service territory, see "Item 1. Business - General - Segment Information - Pennsylvania Regulated Segment." PPL Electric
has electric transmission and distribution lines in public streetsand highways pursuant to franchises and righis-of-way secured from property ownem. At
December31.2015. PPL Eleclric's transmission system includes46 substations with a total capacity of25 million kVA and 5.297 circuit miles in service.
PPL Electric's distribution system includes 353 substations with a total capacity of 13 million kVA. 37.256 circuit miles ofoverhead lines and 8.410
underground circuit miles. All of PPL Electric's facilities are located in Pennsyhania. Substantially all of PPL Electric's distribution properties and certain
transmission properties arv subject to the lien of the PPL Electric 2001 Mongage Indenture. See Note 7 to the Financial Statements for additional
infonnation.

See Note 8 to the Financial Statements for information on the Regional Transmission Line Expansion Plan.

ITEM 3. LEGAL PROCEEDINGS

Sec Notes 5, 6 and 13 to the Financial Statements for information regarding legal, lax 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 REGISTRANTS COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND

ISSUER PURCHASES OF EQUITY SECURITIES

Sec"Item 7.Combined Management's Discussion and Analysis of Financial Condition and Results ofC^erations - Financial Condition - Liquidity and
Capital Resources - Forecasted Uses of Cash" forinformation regaixling certain restrictions on the ability to paydividends for all Registrants.

PPL Corporation

Additional information for this item is set forth in thesections entitled"Ouartcrly Financial, Common Stock Price and Dividend Data." "Item 12. Security
Ownership ofCertainBeneficial Owners and Management and Related Stockholder Matters" and "Shareowner and Investor Information" of thisreport. At
January .'51.2016. there were 60.137 common stock shareowners of record.

There wereno purchases by PPLof its common stock during the fourth quarter of 2015.

PPL Electric Utilities Corporation

There is no established public trading market forPPL Electric's common stock,as PPL owns 100%of the outstandingcommon shares. Dividends paid to PPL
on thosecommon shares are detcmiined by PPL Electric'sBoardof Directors. PPL Electricpaid common slock dividends to PPLofSI81 millionin 2015 and
S15K million in 2014.

LG&E and KU Energy LLC

There is no established public trading market for LKE's membership interests. PPL ownsall of LKE's outstanding membership interests. Distributions on the
memberNhip interests will be paid as determined by LKE's Board ofDirectors. LKE made cash distributions to PPL ofS219 million in 2015 and $436 million
102014.

Louisville Gas and Electric Company

There is noestablished publictrading market forLG&E's common slock, as LKE owns100% of theoutstanding common shares. Dividends paid to LKE on
those common shares are determined by LG&E'sBoard ofDirectors. LG&E paid common stock dividends to LKE of$ 119 million in 2015 and $112 million
in 2014.

Kentucky Utilities Company

There isno established publictrading market forKfs common stock, as LKE owns100% of theoutstanding common shares. Dividends paid to LKE on
those commonsharesare determined by KLTs Board ofDirectors. KUpaid common slock dividends to LKEofSI53 million in 2015 and $148 million in
2014.
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA

PPL Corporation (a) (b) 2015 2014 2013 2012 2011 (c)

Operating revenues S 7,669 $ 7,852 S 7,263 S 6.856 $ 6,329
Operating income 2,831 2.867 2.561 2.228 1.659
Income from continuing operations after income taxes

attributable to PPL shareowners 1,603 1,437 1,368 1,114 683
Income (loss) fn>m discontinued operations (net of

income taxes) (h) (921) 300 (238) 412 812
Net income attributable to PPL shareowners (h) 682 1,737 1,130 1,526 1,495

Balance Sheet Items (in millions)
Total assets (dKO 39,301 48,606 45,889 43,509 42,536
Shon-iemi debt (0 916 836 701 296 178
Long-term debt (dXO 19,048 18,054 18,269 16,120 14,879
Noncontrolling interests 18 268
Common equity (0 9,919 13,628 12,466 10,480 10,828
Total capitalization (0 29,883 32.518 31,436 26.914 26,153

Financial Ratios

Return on common equity -% (fKh) 5.8 13.0 9.8 13.8 14.9
Ratio ofearnings to fixed charges (e) 2.8 2.8 2.4 2.1 1.7

Common Stock Data

Number ofshares outstanding - Basic (in thousands)
Year-end 673,857 665,849 630,321 581.944 578,405
Weighted-average 669,814 653.504 608,983 580276 550,395

Income Irom continuing operations after income taxes
available to PPL common shareowners - Basic EPS $ 2J8 S 2.19 S 224 $ 1.91 $ 124

Income Irom continuing operations after income taxes
available to PPL common shareowners - Diluted EPS S 237 S 2.16 $ 2.12 s 1.90 $ 1.23

Nel income available to PPL common shareowners -

Basic EPS s 1.01 s 2.64 s 1.85 s 2.61 $ 2.7!
Net income available to PPL common shareowners -

Diluted EPS s 1.01 $ 2.61 s 1.76 s 2.60 $ 2.70
Dividends declared per share ofcommon stock s 1.50 $ 1.49 s 1.47 s 1.44 $ 1.40
Book value per share (f) s 14.72 $ 20.47 s 19.78 s 18.01 S 18.72
Market price per share $ 34.13 $ 36.33 s 30.09 s 28.63 $ 29.42
Dividend payout ratio - % (gXh) 149 57 84 55 52
Di\ idend yield • % (i) 4.4 4.1 4.9 5.0 4.8
Price earnings ratio (gXhMi) 33.8 13.9 17.1 11.0 10.9

Sales Data - GWh

Domestic - Electric energy supplied - wholesale 2,241 2,365 2,383 2,304 3,550
Domestic - Electric enei^y delivered - retail 67,798 68.569 67.848 66.931 67.806
U.K.• Electric energy delivered 75,907 75,813 78.219 77.467 58245

(bl

(cl

Id)

(cl

(D

(g)
(h)

(i)

Theearningseach yearwereaffecied by several items thaimanagement cimsiders special. See"Results of Operations - Segment liamings" in "Item 7. Combined Management's
Diseu!>.sic>n and Analysis of Financial Condition and Results of Operations" fora description of ^ecial items in 2015.2014 and 20LC The earningswerealsoaffected by the
spinoffof PPL Energy Supply and the saleof the Montana hydroelectric generating facilities. See Note 8 to the Financial Statements for a discus.sion of discontinued operations in
2015,2n]4and 2013.

See "Item IA. Risk Factors" and Notes i. 6 and 13 to the Financial Statements for a discussion of uncertainties that could affect PPL's future financial condition.
2011 includes eightmonths of WPD Midlands activity fullovs ing theApril 1, 2011 acquisition, as PPL consolidates on a one-month lag.
All years reflect the rctro^cctive adoption of new accounting guidance related to the presentationofdebt issuance costsand dcfencd taxes.Sec Note 1 to the Financial Statements
for additional information.

Computed using earnings and fixed charges of PPL and itssubsidiaries. Fixed charges consist of interest of onshortand long-term debt, amortiaation of debtdiscount, expense
and premium-net.other interestcharges, the estimated interestcomponent of operating rentalsand preferred securitiesdistnbutionsof subsidiaries. See Exhibit 12(a) for
additional information.

2015 reflects the impact of the spinoff of PPL Energy Supply and a S3.2 billion related dividend.
Based on diluted HPS.

2015 includes an S87d million lo.ss on the spinoffof PPL Energy Supply, reflecting the difference between PPL's recorded valuefor the Supplysegment and thee.stiinaled fair
valuedetermined in accordance with theapplicable accounting rulesunderC'iAAP. 2015 also includes five months of Supply segnieni earnings, compared to 12 monthsin 2014.
Based on year-end market prices.
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA

PPL Electric lidlitics Corporation, LG&E and Kt Energy LLC, l.ouis\ ille Gas and Electric Company and Kentucky I'tilities Company

Item 6 is omitted as PPL Electric. LKE. L.G&E and KU meet the conditions set forth in General Instructions (IMI )(a) and (b) ofForm IO-K.
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Item 7. Combined Management's Discussion and Analysts of Financial Condition and Results of Operations

(All Registrants)

This "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results ofOperations" is separately filed by PPL Corporation,
PPL Electric. LKE. LG&Eand KU. 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 Regi.strants' Financial Statementsand the accompanying Notes.Capitalized termsand abbreviations
are defined in the glossary. Dollars are in millions, except per share data, unless otherwise noted.

"Management's Di.scussion and Analysis of Financial Condition and Results ofOperations" includes the following infonnation:

• "Os'erview" provides a description ofeach Registrant's business strategy, a description ofkey factors expected to impact future earnings and a
discussion ofimportant financial and operational developments.

• "Results ofOperations" for PPL provides a detailed analysis ofeamings by segment, and for PPL Electric. LKE. LG&E and KU. includes a summary
ofcamings. Forall Rcgi.stranls. "Non-G.AAP Financial Measures". "Eamings fromOngoing Operations" and "Margins" provide explanations of non-
GAAPmeasures used and reconciliations to the most directly comparable GAAP measure. "Statement of Income Analysis" addresses significant
changes in principal line items on the Statements of Income, comparing 2015 with 2014 and 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 forecasted sources and uses ofcash and rating agency actions.

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

• "Application of Critical Accounting Policies" provides an overview ofthe accounting policies that arc 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 ofinherenily uncertain matters.

Overview

For a description olThe Registrants and their businesses, sec "Item 1. Business."

In June 2014. PPL and PPL Energy Supply executed definitive agreements with alTiiiates of Riverstone to spin off PPL Energy Supply and immediately
combine it with Ri\ crstone's competitive power generation businesses to fomi a new. stand-alone, publicly traded company named Talen Energy. On June I,
2015. the spinofTwas completed. See "Financial and Operational Developments - Other Financial and Operational Developments - SpinolTof PPL Eneigy
Supply" below foraddiiional information.

Business Strategy

(All Registrants)

Following the June 1. 2015 spinoffofPPL Energy Supply, PPLcompleted its strategic transrorraation to a fully regulated business model consisting of seven
diverse, high-performing utilities. These utilities are located in the U.K.. Pennsylvania and Kentucky and each jurisdiction has different regulatory structures
and customerclasses. The Company believes this diverse portfolio provides slning eamings and dividend growth potential that will create significant value
for its sharcowners and positions PPL well for continued growth and succe.ss.
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PPL's businesses ofWPD. PPL Eleclric.LG&E and KU plan lo achieve this growih by providing elTicient. reliable and safe operations and strong customer
serv ice, maintaining constructive regulatory relationships and achieving timely recoveryofcosts. These businesses are expected to achieve strong, long-term
growth in ratebaseand RAV, as applicable,driven by plannedsignillcanlcapital expendituresto maintain existing assetsand improve system reliability
and. for LKE. LG&E and KU. lo comply with federal and state environmental regulationsrelated to coal-fired electricity generation facilities. Additionally,
significant transmission rate base growth is expected through 2020 at PPL Electnc.

For the U.S. businesses,our strategy is lo recovercapital project costs elTiciently through various rate-making mechanisms,including periodic base ratecase
proceedings using forward test years, annual FERC formula ratemechanisms and other regulatory agency-approved recovery mechanisms designedto limit
regulatory lag. In Kentucky, the KPSC has adopted a series of regulatory mechanisms(ECR. DSM.GLT.fiiel adjustment clause, gas supply clause and
recovery on construction work-in-progress) that reduce regulatory lag and provide timely recovery ofand return on, as appropriate, prudently incurred costs.
Inaddition, the KPSC requiresa utility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary extension of existing facilities
in the usual course of business or docs not involve sufficient capital outlay to materially affect the utility's financial condition. Although such KPSC
proceedings do noi directly addresscost recovery issues, the KPSC, in awarding a CPCN.concludes that the public convenience and necessity require the
construction of the facility on the ba.sis thai the facility is the lowest reasonable cost allemalive for addressing the need. In Pennsylvania, the FERC
transmission formula rate. DSIC mechanism.SmartMeter Riderand other recovery mechanismsare in place to reduce regulatory lag and provide fortimely
recovery ofand a return on prudently incurred costs.

Although ralebasegrowih in the dome.stic utilities isexpected to result in strongearningsgrowth forthe forc.seeable future. PPL docs not expect significant
eamings growth from the U K.Regulated segment under the RIIO-EDI price control period, which began on .April 1.201 5. Although the U.K. Regulated
segment also projects strong R.AV growth, eamings from this segment are expected to be relatively flat from 20! 5 lo 2017 during the transition to RIIO-EDI.
Higherrevenues resulting fa>m the fast-track bonus are partially ofTsel by higher levels of revenue profiling in the prior price control period (DPCR5)and a
lower return on regulatory equity. In addition, starting in 2017. the amount of incentive revenues WPD is able to earn is expected to decline as a result of
more stringent reliability and customer scrsice targets established by Ofgem under RIIO-EDI, See "Item I. Business - General • Segment Information - U.K.
Regulated Segment" for additional infonnalion on revenues under RIIO-EDI.

To manage financing costs and access to credit maikets. and to fund capital expenditures, a key objective of the Registrants is to maintain their inve.stment
grade credit ratings and adequate liquidity positions, in addition, the Registrants have financial and operational nsk management programsthat, among other
things, are designed to monitor and manage exposure to eamings and cash flow \ olatility. as applicable, related to changes in interest rates, foreign currency
exchange rales and counterparty credit quality. To manage these risks. PPLgenerally uses contracts such as forwards,options, and swaps.

Asdiscussed above, a key component of this strategy is to maintain constructive relationships with our regulators in all jurisdictions in which weoperate
(U.K., U.S. federal and slate). This is supported by our strong culture of integrity and delivering on commitments to our customers, regulatorsand
shareowncrs, and a commitment lo continue to improve our customer service, reliability and efficiency of operations.

fPPLj

Eamings generated by PPL's U.K. subsidiaries arc subject to foreign currency translation risk. The U.K.subsidiaties also have currency exposure to the U.S.
dollar to the extent of their U.S. dollar denominated debt. To manage these risks. PPL generally uses contracts such as forwards, options and cross currency
swaps that contain characteristics ofboth interest rate and foreign currency exchange contracts.

Following the June 1.2015 spinoffofPPL Energy Supply. PPLhas no continuing ownership interest in or control ofTalen Energy and Talcn Energy Supply
(fomierly. PPL Energy Supply).

See "Item 1.Business,""Item 1A.Risk Factors"and "Financial and Operational Developments - Other Financial and Operational Developments- Cost of
Spinofl"and "Loss on SpinofT'below foradditional information.

Financial and Operational Developments

Eaminos tPPL)

PPL's eamings by reportable segment were as follows;
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U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other (a)
Discontinued Operations |b)
Net Income

S Change
2015 2014 2013 2015 vs. 2014 2014 vs. 2013

$ 1.121 S 982 S 922 S 139 S 60

326 312 307 14 5

252 263 209 (11) 54

(96) (120) (68) 24 (52)
(921) 300 (240) (1.221) 540

S 682 S 1.737 S 1.130 s (1.055) S 607

(a)

(b)

Primarily represents rmancing and certain othercostsincurred at the corporatelevelthathavenot beenallocated or assigned to the segments, which are presented to reconcile
segment information to PPL's consolidated results. 201 and 2014 include costsrelated to the spinoffof PPL Knergy Supply. SeeNote Hto the Financial Statements for additional
information.

Asa result of the^inoffof PPL Energy Supply, substantially representing PPL's Supply segment, theearnings of theSupply segment arc included in Discontinued Operations.
2015 includes an $879million charge rclleciing thedifference between PPL's recorded value for theSupply segment andiLs estimated fair value asof thespinoff date, determined
in accordance with the applicable accounting rules under GAAP. See Note 8 to the Financial Staiemeiits for additional information. 201 excludes 52 million which has been
classified as discontinued operations in ihc Kentucky Regulated segment.

PPL's Earnings fromOngoing Operalions by reportable segment wereas follows:

U.K. Regulated
Kentucky Regulated
Pennsylvania Regulated
Corporate and Other la)(b)
Earnings from Ongoing Operations

$ Change

2015 2014 2013 2015 vs. 2014 2014 vs. 2013

S 968 $ 907 S 855 S 61 S 52

343 312 304 3! 8

252 265 209 (13) 56
(74) (135) (118) (il (17)

s 1.489 S 1.349 S 1.250 S 140 S 99

(a) 2014 and 2013 were adjusted to include costs that were previously allocated to the Supplysegment thatwould remain with PPL alter the completion of the transaction, if left
unmitigated. Sec "Non-GA.AP Financial Measures - Reconciliation of Earnings from Ongoing Operations" below foran iiemizaiion of special items impacting Corporate and
Other.

(bl Costs were lower in 20l.< compared with 2014. primarily due to thebenefits of corporate restructuring. Costs were higher in 2014 compared with 2013.primarily dueto higher
long-term debt interest expense.

See "Non-GAAP Financial Measures"below for PPL's definilion of Earnings from Ongoing Operationsas well as a reconciliation of this non-GAAP financial
measure to Net Income.

See"Results of Operations" below forfurther discu.ssion of PPL's results of operations, detailsof special items by reportable segments andanalysis ofthe
consolidated results ofoperations.

2016 Outlook

(PPL)

Excludingspecial items, higherearningsareexpected in 2016 compared with 2015.This increase is primarily attributableto increa.ses in the Kentucky
Regulated and Pennsylvania Regulated segments. The following projectionsand factors underlyingtheseprojections(on an after-tax basis)areprovidedfor
PPL'ssegments and the Corporate and Other category and the related Registrants,

(PPL's U.K.Regulaled Segmeni)

Excludingspecial items, relatively flat earningsarc projected in 2016 compared with2015.due to higherfinancingcosts,depreciation expense,currency,
taxesand otherexpenses, partiallyofTsel by loweroperationand maintenance expense,including pensionexpense,and highergrossmargins. The 2016
foreigncurrencyexposure for this segment is 95"/o hedged at an average rate ofS 1.56per pound.

(PPL's KenHicky Regulated Segnieni and LKE, LG&Eand KV)

Excluding special items, higherearnings areprojected in 2016compared with 2015.primarily driven by electric andgasbaserate increases effective July 1.
2015, and higher returnson additional environmental capital investments, partially offset by higher depreciation expense and higher financing costs.
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(PPL's Pennsylvania Regulated Segment and PPL Electric)

Excluding special items, higher earnings arc projected in 2016 compared with 2015. primarily dnven by a distribution base rate increase elTective January 1.
2016, and highertransmission margins, paitiaiiy offset by higher depreciation expense, higher financing costs and a benefit received in 2015 from the release
ofa gross receipts tax reserve.

(PPL's Corporate and Other Caiegoty)

Excluding special items, costs are projected to be relatively flat in 2016 compared with 2015.

(All Registrants)

Earnings in future periods are subject to various risks and uncertainties. See "Forward-Looking Information." "Item 1. Business," "Item IA. Risk Factors." the
rest of this Item 7. and Notes 1,6 and 13 to the Financial Statements (as applicable) for a discussion of the risks, uncertainties and factors that may impact
future earnings.

Other Financial and Operational Developments

Regulatory Requirements

(PPL. LKE. LG&EandKV)

The businesses of LICE. LG&Eand KUare subject to extensive federal, stale and local environmental laws, rules and regulations, including those pertaining
to CCRs. GHG. ELGs.MATS and the Clean Power Plan. See "Financial Condition - Environmental Matters" below for additional information on the CCRs

requirements and Note 13 to the Financial Statements for a discussion of the other significant environmental matters. These and other stringent
environmental requirements have led PPL. LKE, LG&E and KU to retire approximately XOO megawatts ofcoal-fired generating plants in Kentucky, In
September 2015. KU retired two coal-fired units, with a combined summer capacity rating of 161 MW. at the Green River plant. LG&E retired a 240 MW
coal-fired unit in March 2015 and two additional coal-fired units, with a combined summer capacity rating 0(323 MW. in June 2015 at the Cane Run plant.
KU retired a 71 MW coal-fired unit at the Tyrone plant in 2013. The retirement of these units is not expected to have a material impact on the financial
condition or results ofoperations of PPL. LKE. LG&E and KU.

,\lso as a result of the environmental requirements discussed above. LKE projects S1.9 billion (SI.O billion at KU and SO.9 billion at LG&E) in
environmental capital investment over the next five years. See PPL's "Financial Condition - Forecasted Uses ofCash - Capital Expenditures". Note 6 and Note
13 foraddilional information.

(All Registrants)

The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results ofoperations.

(PPL)

Spinoff of PPL Energy Supply

in June 2014. PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to spin offPPL Energy Supply and immediately
combine it with Riverstone's competitive power generation businesses to form a new. stand-alone, publicly traded company named Talen Energy. In June
2015. the spinoffwas completed. See Note 8 to the Financial Statements for additional information relating to the transaction.

Loss on Spinoff

In conjunction with the accounting for the spinoff. PPL evaluated whether the fair value of the Supply segment's net assets was less than the carrying value as
ofihcJune 1.2015 spinoffdate.

PPL considered several valuation methodologies to derive a fair value estimate of its Supply segment at the spinoffdate. These methodologies included
considering the closing "when-issued" Talen Energy market value on June 1. 2015 (the spinoff
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date)adjustedforthe proportional shareofthe equity valueattributableto the Supplysegment,as wellas the valuationmethodsconsistentlyused in PPL's
goodwill impairment assessments •an income approach usinga discounted cash flow analysis ofthe Supply segment andan altemative market approach
considering market multiples ofcomparable companies.

Although the marketvalue ofTalcn Energy approach utilized the most observable inputs ofthe three approaches. PPLconsidered certain limitations ofthe
"when-issued" trading market forthe spinofftransactionincluding the short tradingduration, lack ofliquidity in the market and anticipated initialTalen
stock ownership baseselling pressure, amongother factors, and concludedthat these factors limit the appropriateness of this input being solely determinative
ofthe fairvalue ofthe Supply segment. As such.PPL alsoconsidered theothervaluation approaches inestimating theoverall fairvalue, hut ultimately
assigned the highest weighting to the Talen Energy market value approach.

The following table summarizesPPL's fair value analysis:

Weighted
Fair V alue

Approach VVeightlng

Talen Energy Market Value 50% S 1.4

Income'Discounied (."ash Flow .tO-o LI

Alternative Market (Comparable Company) 20% 0.7

Estimated Fair Value s 3.2

A key assumption included in the fair value estimate is the application ofa con(n)l premium of 25% in the iwo market approaches. PPL concluded it was
appropriate to apply a control premiumin these approaches as the goodwill impairment testing guidance was followed in determining the estimated fair
value ofthe Supply .segment,which had historically been a reporting unit for PPL. This guidance provides that the market price ofan individual security (and
thus (he marketcapitalization ofa reporting unit with publically traded equity securities) may not be representative ofthe fairvalue ofthe reporting unit.
This guidance also indicates that substantial value may arise to a controlling shareholder from the ability to take advantage of synergies and other benefits
that arise from control over another entity, and that the market price ofa Company's individual share ofstock does not reflect this additional value to a
controlling shareholder.Therefore,the quoted market price need not be the sole measurement basis fordetermining the fairvalue, and including a control
premium is appropriate in measuring the fair value ofa reporting unit.

In determining the control premium. PPL reviewed premiums received during the last five years in market sales transactions obtained from ob-servable
independent power producer and hybrid utility transactions greater than $1 billion. Premiums for these transactions ranged from 5% to 42% with a median of
approximately 25%. Given these metrics. PPL concluded a control premium of25% to be reasonable for both ofthe market valuation approaches used.

Assumptions used in the discounted cash flow analysis included forward energy prices, forecasted generation, and forecasted operation and maintenance
expenditures that wereconsistent with assumptions used in the Energy Supply portion ofthe recent Talen Energy business planning process and a market
participant discount rate.

Using these methodologies and weightings. PPL determined the estimated fair value ofthe Supply segment (classified as Level 3) was below its carrying
value of S4.1 billion and recorded a loss on the spinofrorS879 million in the second quarter of 2015. which is reflected in discontinued operations and is
nondeduclible for tax purposes. This amount served to reduce the hasi.s ofthe net assets accounted for as a dividend at the June 1. 2015 spinoffdate.

CJosfs of Spinoff

Following (he announcement ofthe transaction to form Talen Energy. elTorts were initiated to identify the appropriate staffing forTalen Energy and for PPL
and its subsidiaries following completion ofthe spinoff. Grganizalional plans were substantially completed in 2014. The new organizational plans identified
the need to resize and restructure the organizations and as a result, in 2014. estimated charges of S36 million for employee separation benellis were recorded
related to 306 positions. Of this amount. S16 million related to 112 Energy Supply positions and is reflected in discontinued operations. The remaining S20
million is primarily reflected in "Other operation and maintenance" on the PPL Consolidated Statements of Income. In 2015. the organizational structures
were finalized for both PPL and Talen Energy which resulted in an additional charge ofS 10 million for employee separation benefits. Of this amount. S2
million relalcd to Energy Supply positions and is reflected in discontinued operations. The remaining S8 million is reflected in "Other operation and
maintenance"on the PPLConsolidated Statementsoflncome. The separation benefits include cash severance compensation, lump sum COBRA
reimbursement payments and outplacement services. At December 3 1. 2015 and 2014. the recorded
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liabilities related to the separation benefits were S13 million and $20 million, which are included in "Other current liabilities" on the Balance Sheets.

Additionalemployee-related costs incurred primarily includedaccelerated stock-based compensation and prorated performance-based cash incentiveand
stock-based compensation awards, primarily forPPLEnergySupplyemployeesand forPPL Services employeeswhobecamePPL Energy Supplyemployees
in connection with the transaction. PPLEnergy Supply recognized $24 million of these costs at the spinoff closing date in 2015, which are reflected in
discontinued operations.

PPL recorded $45 million and $27 million of third-party costs related to this transaction in 2015 and 2014. Of these costs, $32 million and $19 million were
primarily forbank advisory,legal and accounting feesto facilitate the transaction, and arereflectedin discontinuedoperations.Anadditional $13 million
and $8 millionof consultingand other costswereincurredin 2015 and 2014, relatedto the formation of the Talen Energy organizationand to reconfigure
the remaining PPLservice functions. These costs are recorded primarily in "Otheroperation and maintenance" on the Statements of Income.No significant
additional third-party costs are expected to be incurred.

At the closeof the transaction in 2015, $72 million ($42 million after-tax) of cash flowhedges,primarily unamortized losseson PPL interestrateswaps
recorded in AOCI and designated as cash flow hedges of PPLEnergy Supply's future interest payments, werereclassified into interest expense and reflected in
discontinued operations.

Asa result of the June 2014 spinoff announcement, PPLrecorded $50 million of deferred income tax expense in 2014, to adjust valuation allowances on
deferred tax assetsprimarily forstatenet operatinglosscarryforwards that werepreviouslysupportedby the future earningsof PPLEnergy Supply.

Discontinued Operations

The operations of PPL's Supply segment are included in "Income(Loss) fromDiscontinued Operations (net of income taxes)"on the Statementsof Income.

The assets and liabilities of PPL'sSupply segment for all periods prior to the spinoff are included in "Currentassets of discontinued operations", "Noncurrent
assetsof discontinued operations", "Currentliabilities ofdiscontinued operations" and "Noncurrentliabilities of discontinued operations" on PPL's Balance
Sheet.

Net assets, afterrecognition of the loss on spinoff, of $3.2 billion were distributed to PPL shareownersin the June 1,2015 spinoff of PPLEnergy Supply.

See Note 8 to the Financial Statements for additional information related to the spinoffofPPL Energy Supply, including the components ofDiscontinued
Operations.

(PPL)

RII0-ED1

On April 1,2015, the RHO-EDl eight-year price control period commenced for WPD's fourDNOs. In February2014, Ofgempublished formalconfirmation
that WPD'sBusiness Plans submitted by its fourDNOs under RIIO-EDl were accepted as submitted, or "fest-tracked." Fast tracking afforded several benefits
to the WPDDNOs including the ability to collect additional revenue equivalent to 2.5%ofTotex during the eight-year price control period (approximately
$43 million annually), greater revenue certainty and a higher level ofcost savings retention. See "Item 1. Business-Segment Information -U.IC Regulated
Segment" for additional information on RllO-EDl.

U.K. Depreciation

EffectiveJanuary 1,2015, after completing a review of the useful lives of its distribution network assets, WPDextended the weighted average useful lives of
these assets to 69 years from 55 years for GAAPreporting ofdepreciation expense. For 2015, this change in useful lives resulted in lower depreciation
expense of$84 million ($66 million after-tax or $0.10 per share).
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U.K. Distribution Revenue Reduction

In December 2013. WPDand other U.K. DNOsannounced agreements with the U.K. Department oTEnergy and Climate Change and Ofgem to a reduction of
£5 per residential customer ofelectricity distribution revenues that otherwise would have been collected in the regulatory year beginning April 1, 2014. Full
recovery of the revenue reduction, together with the associated carrying cost will occur in the regulatory year beginning .April 1. 2016. Under GAAP.WPD
does not record a receivable for under recovery ofrcgulated income (which this reduction represents), as a result earnings for the U.K.Regulated segment
were adversely aflected by SI 5 million in 2015 and S3 I million in 2014. PPL projects earnings in 2016 will be positively affected by S32 million and
eamings for2017 will be positively affected by SI 7 million.

U.K. Tax Rate Change

In November 2015. the U.K.Summer 2015 Budget was enacted, which reduces the U.K.'sstatutory income tax rale from 20% to 19% effective April 1.2017
and from 19% to 18% effective April 1.2020. As a result of these changes. PPL reduced its net deferred tax liabilities and recognized a deferred tax benefit of
approximately S90 million (4% effective tax rate impact) in 2015.

Discount Rate Change for U.K. Pension Plans

In selecting the discount rate for its U.K. pension plans. WPDhistorically used a single weighted-average discount rate in the calculation of net periodic
defined benefit cost. WPD will begin using individual spot rates to measure service cost and interest cost beginning with the calculation of 2016 net periodic
defined benefit cost. Based on current estimates. PPL expects this change to reduce net periodic defined benefit costs by $44 million ($36 million afler-lax or
$0.05 per share) in 2016. A.ssuming interest rates continue to rise, the benefit is highest in the initial year and then falls over time as the additional actuarial
losses on liabilities are amortized. See "Application ofCritical Accounting Policies-fX'fined Benefits" for additional information.

(PPL and PPL Elecihci

Rate Case Proceedings

On March 31.2015. PPL Electric filed a request with the PUC to increase its annual distribution revenue requirement by approximately $ 167.5 million. TTie
application is based on a fully projected future test year ofJanuary 1. 2016 through December 3 1.2016. On Septcmber3.2015. PPL Electric filed with the
PUC Administrative Law Judge a petition for approval ofa settlement agreement resolving all issues in the case. On November 19.2015, the PUC issued its
final order approving the settlement agreement. Under that agreement. PPL Electric was permitted to increase its annual distribution rates by $124 million,
effective January 1.2016.

On March 31. 2015. PPL Electric filed a petition requesting a waiver of the DSIC cap of5% ofbilled revenues and approval to incrca.se the maximum
allowable DSIC from 5% to 7.5% for service rendered after January 1.2016. PPL Electric filed the petition concurrently with its 2015 rate case and the
Administrative Law Judge granted PPL Electric's request to con.solidate these two proceedings. Under the terms of the .settlement agreement discus.sed above,
PPL Electric agreed to withdraw the petition without prejudice to filing it at a later date.

Regional Transmission Expansion Plan

In July 2014. PPL Electric announced Paiject Compass, a proposal to con.struct a new multi-state transmission line. On October 27. 2015. PPL Electric filed
an interconnection application with the New York Independent System Operator for the first segment ofthe project which contains a proposed 95-mile. $500
million to $600 million line between Blakely. Pennsylvania, and Ramapo. New York. The proposed line is intended to provide significant economic benefits
for electricity customers in New York and also to provide grid reliability and grid security benefits for electricity customers in both states. The consimction is
proposed to begin in 2019 and be in operation by 2023. There will be numerous approvals required, including, among others, the public utility commissions
ofPennsylvania and New York, the New York Independent System Operator. PJM. and FERC. A.s originally proposed in 2014. Project Compass would have
run from western Pennsylvania into New York and New Jereey and also south into Maryland, covering approximately 725 miles at an estimated cost of $4
billion to $6 billion. The project has been revised to include about 475 miles of transmission line in Pennsylvania and New York at an estimated cost of$3
billion to $4 billion. Beyond thissegmeni.no schedule is proposed for the rest of the project. There can be no assurance that this segment of Project Compass
will be approved as proposed. .Additionally. PPL Electric is
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continuing to study the project and may modify it in the future. The capita! expenditures related to this project are excluded from the Capital Expenditures
table included in "Liquidity and Capital Resources-Forecasted Uses ofCash" below.

FERC Who/esa/e Formula Rates (LKE and KV)

In September2013. KU filed an application with the FERCto adjust the formularale under which KU provided wholesale requirementspowersales to 12
municipal customers. Among other changes, the application requests an amended fomiula 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, KLTs 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 requirementscontracts. Such terminations are to be
etfective in 2019. except in the case ofone municipality with a 2017 effective date. In addition, a tenth municipality has become a transmission-only
customer as of June 2015. In July 2014. KUagreed 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 agreementallowing the
proposed rates to becomeeffecti\ c pending a final order. During the fourth quarterof20l5. the FERCapproved the settlement agreement resolving the rate
case with respect to these two municipalities, including approval of the formula rate with a true-up provision and authorizing a return on equity of 10% or the
returnon equity awarded to other parties in this case, whichever is lower. In August 2015. KU filed a partial settlement agreement with the nine terminating
municipalities, resolving all but one open matter with one municipality. The settlement wasapproved by FERCin the fourth quarter of 2015. including
authorizing the agrced-upon refunds, approving the formula rate with a true-up pro\ ision. and authorizing a 10.25'''(> return on equity. Refunds to both the
remaining municipals and the departing municipals were issued during the fourth quarter of2(.)l 5 totaling S3.4 million, A single remaining unresolved issue
with one terminating municipality is in FERC litigation proceedings. Hearings on the dispute were conducted in January 2016 and preliminary rulings on
the matter may occur in mid- or late-2016. KU cannot predict the ultimate outcome of this remaining FERC proceeding, but the amounts under continuing
di.spute are not estimated to be significant.

Rate Case Proceedings (LKE. LGdE and KL'i

On June 30. 2015. the KPSCapproved a rate case settlement agreement providing for increases in the annual revenue requirements associated with KUbase
electricity rates ofS125 million and LG&E base gas rates ofS7 million. The annual revenue requirement associated with base electricity rates at LG&E was
not changed. Although the settlement did not establish a specific return on equity with respect to the base rates, an authorized 10% return on equity will be
utilized in the ECR and GET mechanisms. Theseltlemeni agreement provides for deferred recovery ofcosts associated with KU's retirement of Green River
Units 3 and 4. The new regulatory asset will be amortized over three years. The .settlement also provides regulatory asset treatment for the difference between
pension expense calculated in accordance with LG&Eand KU'spension accounting policy and pension expense using a 15 year amortization period for
actuarial gains and losses. The new rates and all elements of the settlement became effective July 1. 2015.

On June 30.2015, KUfiled an application with the VSCC to increase annual Virginia base electricity revenue by approximately S7 million, representing an
increase of 10.1%. On December 3.2015, KUand other parties filed a proposed settlement with the VSCC,On February 2. 2016. the VSCC issued an order
approving the settlement. The settlement provides for annual electric base revenues ofS6 million and establishes an authorized retum on equity range of
9.5% to 10.5% for annual rate review purposes. The new rales became effective February 15.2016.

Results of Operations

fPPLj

The discussion for PPL pro\ ides a review of results by reportable .segment.The "Non-GAAPFinancial Measures" discussion provides explanations ofnon-
GAAP financial measures and a reconciliation of non-GAAP financial measures to the most comparable G.AAP measure. The "Statement of Income Analysis"
discussion addresses significant changes in principal line items on PPL'sStatements oflncome. comparing year-to-year changes. "Segment Earnings, Non-
G.AAP Financial Measures and Statement of Income Analysis" is presented separately for PPL.

Tables analyzing changes in amounts between periods within "Segment Earnings" and "Statement oflncome Analysis" are presented on a constant U.K.
foreign currency exchange rate basis, where applicable, in order to isolate the impact of the change in the exchange rate on the item being explained. Results
computed on a constant U.K. foreign currency exchange
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ratebasisarecalculatedby translating currentyear resultsat the prioryearweighted-average U.K. foreign currency exchange rate.

(Suhsidiaiy Regisiranisf

The discussion foreach of PPLElectric. LKE.LG&Eand KU provides a summaryofeamings. The "Margins"discussion includes a reconciliation of non-
GAAP financial measures to "Operating Income" and "Statement of Income Analysis" addresses significantchangesin principal line itemson the Statements
of Incomecomparing vcar-to-vearchanges. "Eamings. Marginsand Statement of Income Analysis"are presented separalelv for PPL Electric. LKE,LG&E and
KU.

PPL Segment Earnings, Non-GAAP Financial Measures and Statement of Income Analysis

Segment Earnings

U.K. Regulated Segment

The U.K. Regulated segment consistsof PPL Global whichprimarily includesWPD's regulated electricitydistributionoperations,the resultsofhedging the
translation of WPD'seamings from British pound sterling to U.S.dollars, and cenain costs, such as U.S. income taxes, administrative costs, and allocated
financing costs.The U.K. Regulated segment represents70%ofPPL's Income from Continuing OperationsAfter IncomeTaxes for 2015 and 42%ofPPL's
assets at December .11.2015.

Net Income and Eamings fromOngoing Operations include the following results.

Change
2015 2014 2013 2015 vs. 2014 2014 vs. 2013

Operating revenues S 2.410 S 2.621 $ 2.403 S (211) $ 218
Other operation and maintenance 477 482 499 (5) (17)
Depreciation 242 337 300 (95) 37

Taxes, other than income 148 157 147 (9) 10

Total operating expenses 867 976 946 (109) 30

Other Income (Expense) • net 123 127 (39) (4) 166

Interest Expense 417 461 425 (44) 36

Income Taxes 128 .329 7! (201) 258

Net Income 1,12) 982 922 139 60
Less: Special Items 153 75 67 78 8

Earnings from Oneoing Operations S 968 S 907 S 855 S 61 S 52

The following after-lax gains (losses), which management consitlcrs .special items, impacted the U.K.Regulated segment's results and are excluded from
Earnings from Ongoing Operations.

Income Statement

Line Item 2015 2014 2013

Other Income
Foreign currency-related economic hedges, net of fax of (S30>. (S68), SI5 (a) (Expense) • net S 55 S 127 S (29)
WPD Midlands acquisition-related adjustments:

Other operation
Separation benefits, net of lax of SO. SO. S1 and maintenance (4)
Other acquisition-related adjustments, net of tax of (SI). SO.($2) 2 8

Other:

Giange in U.K. tax rale <b) Income Taxes 78 84
Windfall Profits Tax litigation ic) Income Taxes 43

Settlement of certain income tax positions (d) Income Taxes 18

Giange in WPD line loss accrual, net of tax of SO. S13, SIO (el Operating Revenues (52) (35)

Total S 153 S 75 S 67

(a)

lb)

(c)

(d)

Represents unrealized gains (losses) on contracts that economicaUy hedge anticipated GBP-dcnominaied earnings.
The U.K. Finance Acts of 2015 and 2013 reduced the U.K.'s statutory income tax rates. Asa result, PPL reduced its net deferred mx liability and recognized a deferred tax benefit
in 2015 and 2013. See Note 5 to the Financial Sialemcnis for additional information.

In May 2013. the U.S.SupremeCouri reversed the December20! 1 ruling by the U.S.Court of .Appeals for the Third Circuilconcerning the credilability of the U.K. Windfall
Profits Tax for U S. Federal income lax purposes. Asa result. PPL recorded an income tax bencfii in 201 3, See Note 5 to the Financial Statements for additional information.
Relates to the 2015 settlement of the IRS audit for the lax years 1998-2011. Sec Note 5 to the Financial Statements for additional information.
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(e) In 2013, WPD Midlands increased its line loss liability for IX'PR4 based on additional in formation provided byOfgem regarding the calculation. In.March 2014, Ofgcni issued its
final decision on the DK'R4 line los.s incentives andpenalties mechanism. Asa result. WPD increased itsexisting liability forover-recovery of line losses. SeeNote 6 to the
Financial Statements for additional information.

Thechangesin the componentsofihe U.K. Regulated segment's resultsbetween these periodswere due to the factors set forth below,which reflect amounts
classified asU.K. Gross Margins, the items that management considers special and theeffects ofmovements inforeign currency exchange, including the
effects of foreign currency hedgecontracts, on separatelinesand not in their respective Statement oflncome line items.

2015 vs. 2014 2014 vs. 2013
U.K.

Gross margins $ (110) S 94
Other operation and maintenance (14) 44
Depreciation 76 (19)
Interest expense 3 (15)
Other (5) 4
Income taxes 4g (->4)

U.S.

Interest expense and other f2 4
Income taxes 55 (4|)

Foreign currency exchange, after-tax (4) 5
Earningsfrom Ongoing Operations 52"
Special items, after-tax 78 8

Net Income $ 139 $ 60

U.K.

• See"Non-GAAP Financial Measures - Margins - Changes in Margins" foran explanation of U.K. Gross Margins.

• Lower otheroperationand maintenance in 2014 compared with2013 primarily due to S38 million from lowerpensionexpense.

• Lower depreciation expensein 2015 compared with 2014 primarily due to an S84 million impactof an extension of the network asset lives.SeeNote 1 to
the Financial Statements foradditional information.

• Higherdepreciation expense in 2014 compared with 2013 primarilydue to PP&E additions, net.

• Higherinterest expensein 2014compared with2013 primarily due to an October2013 debt issuance.

• Lower income taxesin2015compared with 2014primarily due to S25million fiom lower U.K. tax rates and SI I million from lower pre-tax income.

• Higher income taxes in 2014 compared with 2013 primarily due to higher pre-tax income.

U.S.

• Lowerincome taxes in 2015 compared with 2014 primarilydue lo decreases in taxable dividends.

• Higherincome taxesin 2014compared with2013 primarily due to a S19million increase primarily in taxable dividendsand a SI9 millionbenefit in
2013 related to an IRS ruling regarding 2010 U.K.earnings and profits calculations.

Kentucky Regulated Segment

The Kentucky Regulated segment consistsprimarily of LKE's regulated electricitygeneration,transmission and distributionoperationsof LG&E and KU. as
well as LG&E's regulated distributionand sale of natural gas. Inaddition,certain financing costsare allocated to the Kentucky Regulated segment. The
Kentucky Regulated segment reprc.sents 20% ofPPL's Income from Continuing Operations AflerIncomeTaxes for 2015 and 35% ofPPL's assets at December
31.2015.
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Net Income and Earnings from Ongoing Operations include the following results.

2015 2014 2013

Change
2015 2014 2014 vs. 2013

Operating revenues S 3.115 $ 3.168 S 2.976 $ (53) $ 192

Fuel !ir>3 965 896 (102) 69

Energy purchases 184 253 217 (69) 36

Other operation and maintenance 837 815 778 22 37

Depreciation 382 354 334 28 20
Taxes, other than income 57 52 48 5 4

Tola) operating expenses 2.323 2.439 2.273 (116) 166

Other Income (Expense) - net (13) (9) (7) (4) (2)
Interest Expense 232 219 212 13 7

Income Taxes 221 189 179 32 10

Income (Loss) from Discontinued Operations (net of income taxes) 2 (2)
Net Income 326 312 307 14 5

Les.s: Special Items (17) 3 (17) (3)

Earnings from Ongoing Operations S .34.3 $ 312 S 304 $ 31 S 8

The following after-tax gains (losses),which management considers special items, impacted the Kentucky Regulated segment's results and are excluded from
Earnings from Ongoing Operations.

Certain valuation allowances (a)
Acquisition-related adjustment, net of tax of $0, SO. SO (b)
Discontinued operations (c)
Adjustment to investment, net of lax of SO. SO, SO (d)

Total

Income Statement

Line Item

Income Taxes

Other Income lExpcnse) - net
Discontinued Operations
Other Income (Expense) - net

2015 2014

(12)
(5)

!I7)

2013

3

(a) Recorded at LKE and represents a valuation allowance against tax credits expiring in 2016 dirough 2020 that are more likely than nol to expire before being utilized.
(b) Recorded at PPL and allocated to the Kentucky Regulated segment. The amount represents a settlement between E.ON AG <a German corporation and the indirect parent of E.ON

US Investments Corp.. the former parent of LKE) and PPL for a lax mattcr.
(c) Recorded at LKE.
(d) Recorded by KU.

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

Kentucky Gross Margins
Other operation and maintenance
Depreciation
Ta.xcs. other than income

Other Income (Expense) • net
Interest Expense
Income Taxes

Earnings from Ongoing Operations
Special Items, afier-tax

Net Income

2015 vs. 2014 2014 vs. 2013

S 88 S 78

(21) (35)

(1) (14)
(3) (3)

1 (I)
(13) (7)
(20) (10)

31 8

(17) (3)

S 14 S 5

See "Non-GAAP Financial Measures - Margins - Changes in Maigins" for an explanation of Kentucky Gross Margins,

Higher other operation and maintenance in 2015 compared with 2014 primarily due to $ 14 million ofhigher pension expense and Si 1 million ofhigher
costs related to the Cane Run units' retirements consisting ofan inventory write-down and separation benefits, partially offset by S7 million oflower
storm costs and lower bad debt expense ofS6 million.

Higher other operation and maintenance in 2014 compared with 201 3 primarily due to $ 14 million ofhigher expenses due to the liming and scope of
scheduled generation maintenance outages. S9 million ofhigher bad debt expense and higher storm expenses ofSS million.
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• Higher depreciation in 2014 compared with 2013 due to additions to PP&E.net.

• Higherinterest expense in 2015 compared with2014 primarily due to the issuanceof $550 millionof incremental First Mortgage Bondsby LG&E and
KU in September 2015 and higher interestraleson S500million of FirstMortgageBondsrefinanced by LG&E and KU.

• Higher interest expensein 2014compared with2013 primarily due to $22 million of higherexpenseresultingfrom Ihc is.suance of$500 million of First
Mortgage Bonds inNovember 2013 andhighershort-tcnn debt balances partially offset bya $10 million lossonextinguishment ofdebt in 2013 related
to the remarkeling ot the PPL Capital Funding JuniorSubordinated Notes component oflhe 2010Equity Units and simultaneous exchange intoSenior
Notesin the secondquarterof 2013,and a $5 milliondecrease due to lowerraleson the relatedSeniorNotesas compared withthe Junior Subordinated
Notes.

• Higher income taxes in 2015 compared with 2014 primarily due to higher pre-tax income.

Pennsvlvanta Regulated Segment

The Pennsylvania Regulated segment includesthe regulated electricitytransmission and distributionoperationsof PPL Electric. The Pennsylvania
Regulated segment represents 16% of PPL's Income from Continuing Operations After Income Taxes for 2015 and 22% of PPL's assets at December 31.2015.

Net Income and Earnings from Ongoing Operations include the following results.

Change
2015 2014 2013 2015 vs. 2014 2014 vs. 2013

operating revenues S 2.124 S 2.044 S 1.870 S 80 S 174

l-.nergy purchases
External 657 587 588 70 (1)
Inlcrscgmenl 14 84 51 (70) 33

Other operation and maintenance 607 543 531 64 12
Depreciation 214 185 178 29 7
Taxes, other than income 94 107 103 (13) 4

Total operating expenses 1.586 1.506 1.451 80 55

Other Income (Expense) • net R 7 6 1 1

Interest Expense 130 122 108 8 14
Income Taxes 164 160 108 4 52

Net Income 252 263 209 (11) 54

Less: Special Items 12) •) (2)
Earnings from Ongoing Operations S 252 S 265 S 209 s (13) s 56

The following after-tax loss,which management considers a special item, impacted the Pennsylvania Regulated segment's results and is excluded from
Earnings from Ongoing Operations.

Income Slalemcni

Linellcm 2015 2014 2013

Other operation
Separation beneHts,net oftax of SO.SI. SO (a) and maintenance S (2)

(a) In June2014. PPL Elcctric's largestIBtW local ratifieda new three-year labor agreement. In connection with the new agreement, bargaining unit one-time voluntary retirement
benefits were recorded.

The changes in the components ofthe Pennsylvania Regulated segment's results between these periods weredue to the factorsset forth below, which reflect
amounts classified as Pennsylvania GrossDeliveryMargins and the item that management considers special on separate lines and not in their respective
Statement of Income line item,
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Pennsylvania Gross Delivery Margins
Oiher operation and maintenance
Depreciation
Taxes, other than incoine

Other Income (Expense) • net
Interest Expense
Income Taxes

Earnings from Ongoing Operations
Special Item, after-tax

Net income

201ft vs. 2014 2014 vs. 2013

S 65 S 118

158) 13

(29) (7)
18

(8) (14)

(2) (55)

(13) 56

2 (2)

S (11) $ 54

• See "Non-GAAP Financial Measures- Margins - Changes in Margins" for an explanation of Pennsylvania GrossDelivery Maigin.s,

• Higher other operation and maintenance for 2015 compared with 2014 primarily due to $30 million ofhigher corporate service costs allocated to PPL
Eleciric. SI 1 millionofhigher vegetationmanagement expensesand relatedcosts foradditional work done by outside vendorsand S5 millionofhigher
bad debt expenses.

• Lowerother operation and maintenance for2014 compared with 2013 primarily due to $16 million of lower payroll related expenses due to lower
headcount. less maintenance projects and more locus on capital work in 2014.

• Higher depreciation for both periods primarilydue to transmissionand distribution additions to PP&E, net, related to the ongoing effons to improve
reliability and replace aging inlrastructure.

• Higher interest expense in 2014 compared with 2013 primarily due to the issuance of First Mortgage Bonds in July 2013 and June 2014.

• Loweriaxes, other than income for 2015 compared with 2014 primarilydue to the settlement ofa 2011 gross receipts lax audit resulting in the reversalof
$17 million ofpneviously recognized reserves.

• Higher income taxes in 2014 compared with 2013. primarily due to higher pre-tax incoine which increased income taxes by $46 million and lax benefits
related to federal and state income tax reserves ofS8 million in 20! 3.

NoH'GAAP Financial Measures

Management'sDiscussion and .Analysis includes financial information prepared in accordance with GAAP. as well as non-GA-\P financial mea.sures including
"Earnings from Ongoing Operations" and "Gross Margins" as further described below.

Earnings from Ongoing Operations

Management utilizes "Earnings fromOngoing Operations" as a non-GAAP financial measure and it should not be considered as an alternative to net income,
which is an indicator ofoperating perfonnance determined in accordance with GA.AP. PPL believes that Eaming.s from Ongoing Operations is useful and
meaningful to investors because it provides management'sview of PPL's fundamental earnings performanceas another criterion in making investment
decisions. PPL'smanagement also uses Earnings from Ongoing Operations in measunng certain corporate performance goals. Other companies may use
different measures to present financial pcrlbrmance. Earnings from Ongoing Operations is adjusted for the impact ofspecial items as described below, which
for all years includes the Supply segment's earnings nowretlccted in discontinued operations. Also included in special items in 2015 is the loss on spinoff.
reflecting the fairvalue of the Supply segment being less than PPL's recorded value asoflhe June I. 2015 spinolT. Earnings fromOngoing Operations for
2014 and 2013 also reflects, within the Corporate and Other category, the impact ofspinoffdissynergics that, if not mitigated, would remain with PPL after
completion ofthe spinoff.
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Earnings from Ongoing Operations is adjusted for the impact ofspecial items. Special items include;
• Unrealized gains or losses on foreign currency-related economic hedges.
• Supply segment discontinued operations.
• Gains and losses on sales ofas.sets not in the ordinary course ofbusiness.
• Impairment charges.
• Workforce reduction and other restructuring effects.
• Acquisition and divestiture-related adjustments.
• Other charges or credits that are. in management's view, not reflective ofthe company's ongoing operations.

Reconciliation of Earnings from Ongoing Operations

The following tables contain after-lax gains (losses), in total, which management considers special items, that are excluded from Earnings from Ongoing
Operations and a reconciliation to PPL's "Net Income (Loss)" for the years ended Decembers 1.

2015

U.K. KY P.\ Corporate Discontinued

Regulated Regulated Regulated and Other Operations Total

Net Income (Loss) S 1,121 S 326 :S 252 S (96) S (921) $ 682

Less; Special hems (expense) benefit:
Foreign currency-related economic hedges 55 55

Spinoffof die Supply segment;
Discontinued operations (921) (921)
Transition and transaction costs (12) (12)
Employee transitional services (5) (5)
Separation benefits (5) (5)

Other:

Change in U.K. lax rate 78 78

Settlement of certain income tax positions IS 18

WPD Midlands acquisition-related adjustment 2 2

Certain valuation allowances (12) (12)
LKH acquisition-related adjustment (5) (5)

Tool Special Items 153 (17) (22) (921) (807)

Earnings from Ongoing Operations $ 968 $ 343 S 252 S (74) $ $ 1.489

2014

U.K. KY ?A Corporate Discontinued

Regulated Regulated Regulated and Other Operations Total

Net Income (Loss) S 982 S 312 $ 263 $ (120) $ 300 $ 1,737
Less; Special liems(expensc) benefit:
Foreign currency-related economic hedges 127 127

Splnoff of the Supply segment:
Supply segment earnings 307 307

Discontinued operations adjustments (5) 5

Change in tax valuation allowances (46) (46)
Transition and transaction costs (5) (12) (17)
Separation benefits (12) (12)

Other;

Change in WPD line loss accrual (52) (52)
Separation benefits (2) (2)

Total Special Items 75 (2) (68) 300 305

Dissynergies - splnoff of Supply segment
expense (benefit):

Indirect operation and maintenance 47 47

Interest expense 29 29

Depreciation 7 7

Tola! dlss>'nergles • splnoff of Supply segment

Earnings from Ongoing Operations (adjusted)

PP| CORf, 'D-K

907 $

44

312 265

S3 S3

(135) $ 1,349
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2013

U.K. KY PA Corporate Discontinued

Regulated Regulated Regulated and Other Operations Total

Net Income (Loss) $ 922 S 307 $ 209 $ (68) S (240) S1 1.130
Less: Special items (expense) benefit:
Foreign currency-related economic hedges (29) (29)
Spinoff of the Supply segment:

Supply segment earnings (272) (272)
Discontinued operations adjustments (32) 32

WPD Midlands acquisition-related adjustments;
Separation benefits (4) (4)
Other acquisition-related adjustments 8 8

Other:

LKE discontinued operations 2 2

Adjustment to investment 1 1

Windfall lax litigation 43 43

Change in WPD line los.saccrual (35) (35)
Change in U.K. tax rate 84 84

Total Special Items 67 3 (32) (240) (202)

Dissynergies - qiinoff of Supply segment
expense (benefit):

Indirect operation and maintenance 45 45

Interest expense 30 30

Depreciation 7 7

Total dissynergies - spinofT of Supply segment 82 82

Earnings from Ongoing Operations (adjusted) J 855 $ 304 $ 209 S (.118) S t5 1.250

Marains

Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses.

"U.K. GrossMargins" is a single financial perfomiancemeasureof (he cleciricity distribiilion operations of the U.K. Regulated segment. In calculating this
measure, direct costs such as National Grid connection charges and Ofgem license fees (recorded in "Other operations and maintenance expense" on the
Statementof Income) are deducted from operating revenues as they are costs passed through to customers.Asa result, this measurerepresents the net
revenues from the delivery ofelectricity across WPD'sdistribution network in the U.K.and directly related activities.

"Kentucky Gross Maigins" is a single financial performance measure of the electricity generation, transmission and distribution operations of the
Kentucky Regulated segment. LKE,LG&E and KU. as well as the Kentucky Regulated segment's.LKE's and LG&E's distribution and sale of natural gas.
In calculating this measure, fuel, energy purchases and certain variable costs ofproduction (recorded as "Other operation and maintenance" on the
Statementsof Income)are deducted fromrevenues. In addition, certain other expenses, recorded as "Otheroperation and maintenance". "Depreciation"
and "Taxes, other than income" 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 mechanismsallow fordirect recovery of these expenses and. in some cases, returns on capital
investments and performance incentives. Asa result, this measurereprcsent.s the net revenues from electricity and gas operations.

"Pennsylvania Gross Delivery Margins" is a single financial performance measure of the electricity transmission and distribution delivery operations of
the Pennsylvania Regulated segment and PPL Electric. 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 are primarily Act 129 and Universal Service program costs), and "Taxes, other than
income."which is primarily gross receipts tax. This performancemeasure includes PLRenergy purchases by PPL Electric from PPLEncrgyPlus,which are
reflected in "Energy purchases from affiliate" in the reconciliation tables. Asa result of the June 2015 spinofTofPPL Energy Supply and the formation of
Talen Energy, PPL EnergyPlus (renamed Talen Energy Marketing) is no longer an affiliate of PPL Electric. PPL Electric's purchases from Talen Energy
Marketing subsequent to May 3 1. 2015 are reflected in "Energy Purchases" in the reconciliation tables. This measure represents the net revenues from the
Pennsylvania Regulated segment's and PPL Electric's electricity delivery operations.
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These measures are not intended to replace "Operating Income." which is determined in accordance with G.AAP.as an indicator ofoverall operating
performance. Other companies may use different measures to analyze and report their results ofoperations. Management believes these measures provide
additional useful criteria to make investment decisions. These performance measuies are used, in conjunction with other information, by senior management
and PPL's Board of Directors to manage the operations and analyze actual results compared with budget.

Reconciliation of Margins

The following tables contain the components fiom the Statement of Income thai are included in the non-GA.'\P financial measures and a reconciliation to
PPL's "Operating Income" for the years ended December 31.

2015 2014

U.K. Kentucky PA Gross U.K. Kratucky P.A Cms

Gross Gross Delivery Operating Cross Gross Ddlven Operating
Margins Margins Margins Other (a) Income (b) Margins Margins Margins Other (a) Income (b)

Operating Revmues S 2.364 (c) S 3,115 S 2.124 S 66 5 7.669 S 2.638 (c) 5 3.168 S 2.044 S 2 5 7.852

Operating Expenses
Fuel 863 863 965 965

Energy purchaitcs 184 657 14 855 253 587 84 924

Energy purchases from affiliate 14 (14) 84 (84)
Other operation and

mainienance 121 too 114 1.603 1.938 11! 99 103 1.543 1.856

Depreciation 38 845 883 11 912 923

Taxes, other than Income 4 I <12 193 299 2 98 217 3)7

Total Opcraiing Expenses 121 1,189 887 2.641 4.838 Ill 1.330 872 2,672 4.985

Total S 2.243 S 1.926 S 1.237 S (2.575) S 2.831 S 2.527 $ 1.838 S 1.172 S (2.670) $ 2.867

U.K.

Gross

Kentucky
Gross

2013

PA Gross

Ddiverv Operatfog

Margins Margtas Margins Other (a) income (b)

Opcnting Revoines S 2,404 (c) S 2,976 S 1.870 S 13 $ 7.263

Operating Expenses
Fuel 896 (I) 895

Eneigy purchases 217 588 51 856

Energy puix;ha.ses (mm afliliaie 51 (51)
Other opcnuion and

maintenance 107 97 82 1.524 1.810

Depreciation 5 838 843

Taxes, other ihsn income 1 95 202 298

Total Operating Expenses 107 1.216 816 2.563 4.702

Total S 2.297 S 1,760 S i.054 S (2.550) S 2.561

(a) Represents amounts excluded from Margins,
(b) As reported on the Statements of Income.
(c) 2015, 2014 and 2013 exclude S46 million. 548 million and 544 million of ancillary activity revenues. 2014 and 2013 also exclude 565 million and 545 million of revenue

reductions related to adjustments to WPD's line loss accrual related to DPCR4 which are considered special items.

Changes in Margins

The following table shows Margins by PPL's reportable segments and by component, as applicable, for the year ended December 31 as well as the changes
between periods. The factors that gave rise to the changes are described following the table.
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U.K.

U.K. Gross Margins

Impact of changes in foreign currency exchange rales

U.K. Gross Margins excluding impact of foreign currency exchange raics

Keniuck) Regulated
Kentucky Gross Margins

LG&E

KU

LKE

Pennsylvania Regulated
Pennsy Ivania Gross Delivery Margins

Distribution

Transmission

Total

2015

2.243 S

867 S

1.059

1.926 S

842

395

1,237 S

2014

2,527 $

833 S

1.005

1.838 S

837

335

1.172 S

$ Change
2013 2015 vs. 2014 2014 vs. 2013

2,297 S

791 S

9()9

1.760 S

803

251

1,054 $

(284) S

(174)

(1)0) S

34 S

54

88 S

5

60

65 S

230

136

94

42

.16

78

34

84

118

U.K. Gross Margins

U.K. Gross Margins excluding the impacl ofchanges in foreign currency exchange rates, decreased in 2015 compared with 2014 primarily due to $171
million from the April 1.2015 price decrease resulting from the commencement of RIlO-EDl. partially offset by S46 million from the April 1.2014 price
increase.

U.K. (iross Margins excluding the impact of changes in foreign currency exchange rates, increased in 2014 compared with 201.3 primarily due to $194
million from the April 1.2014 and 2013 price increases, partially offset by $88 million from lower volumes due primarily to weather.

Kentucky Gross Margins

Kentucky Gross Margins increased in 20)5 compared with 2014. primarily due to higher base rates of S64 million ($61 million at KUand $3 million at
LG&E) and returns on additional environmental capital investments of$53 million ($36 million at LG&Eand $17 million at KU). The increases in base rales
were the result ofnew rates approved by the KPSC ctTectivcJuly 1.2015. These increases were partially offset by a decrease in volumes of528 million (523
million at KU and 55 million at LCi&E)primarily due to milder weather during the fourth quarter or2015.

Kentucky Gross Margins increased in 2014 compared with 2013. primarily due to returns on additional environmental capital investments of555 million
($27 million at LG&E and $28 million at KU)and higher volumes of$13 million ($5 million at LG&Eand $8 million at KU). The change in volumes was
driven by unusually cold weather in the first quarterof20l4.

Pennsylvania Gross Delivery Margins

Dixin'hitlion

Distnbution margins increased in 2015 compared with 2014 primarily due to returns on additional distribution improvement capital investments of5l 7
million partially offset by a 512 million benefit recorded in the first quarter of2014 as a result ofa change in estimate of a regulatory liability.

Distribution margins increased in 2014 compared with 2013 primarily due to returns on additional distribution improvement capital investments of 518
million and a $12 million benefit from a change in estimate ofa regulatory liability.

Tninxmission

Transmission margins increased for both periods, primarily due to returns on additional capital investments focused on replacing the aging infrastructure and
improving reliability.
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Statement of Income Analysis -

Certain Operating Revenues and Expenses Included in "Margins"

The following Slatemeni ofincome line itemsare included above within "Margins"and are not discussed separately.

2015 vs. 2014 2014 vs. 2013

Operating Revenues S (183) S 589
Fuel (102) 70

Energy purchases (69) 68

Other Operation and Maintenance

The increase (decrease) in otheroperaiion and mainienance was due to:
2015 vs. 2014 2014 vs. 2013

Domestic:

LKE liming and scope of scheduled generation maintenance outages S (1) s 14

LKE Cane Run retired units la) 11

LKE pension expense (b) 14 (15)
PPL Electric Act 129 costs Incurred 9 6

PPL Electric vegetation management 7 (4)
PPL Electric environmental costs 5 1

PPL Electric payroll-related coas (c) 2 (16)
Bad debts 7 13

Storm costs <d) (18) 26

Separation benefits relaicd lo the spinoff of PPL Energy Supply INote 8) (!2) 20

Third-party cosu related to the spinoff of PPL Energy Supply (Note 8) 5 8

Slock compensation expense 3 5

Corporate costs previously included in discontinued operations (e) 27

Other 26 7

U.K.:

Third-party engineering 7 (9)
Pension expense (f) (14) (38)
Engineering management 19 3
Foreign currency exchange rates (g) (33) 23
Acquisition-related adjustmcnis <31 12
National Grid exit charges 11 7

Other 10 117)
S 82 S 46

(a) Represents an inventory write-down and separation benefits.
(b) The increase in 2015 compared with 2014 is attributed to the change in mortality tables and lower discount rates.
(c) The decreasein 2014 compared with 201.1 wasdue to lowerheadcuunt. lessmaintenance work and more focuson capitalprojects in 2014.
td) The increase in 2014 compared with 201.1 was due to more storm events.
(e) The increase in 2015 compared with 2014 wasdue to thecorporaie costsallocated to PPL Kncrgy Supply (and included in discontinued operations) prior to the spin.Asa result

of ihe spinoff on June t. 2015. these corporate costs now remain in continuing operations.
(fi The decreasein 2014 compared with 20! 3 wasprimarilydue lo loweramortization of prior period losse.sand an increase in expectedasset returns.
Ig) The offsetting impacts from foreign currency hedging instruments are recorded in "Other Income (Lxpcnsej-nel."

Depreciation

The increase (decrease) in depreciaiion was due lo:

Additions to PP&E. net

Foreign currency exchange rales
Network asset useful life extension (a)
Other

Total

2015 vs. 2014 2014 vs. 2013

$ 77 S 67

(19) 18

(84)
(14) (5)

S (40) $ 80

la) EffectiveJanuary I. 2015. after completionof a review of the useful livesof itsdistributionnetwork assets. WTD extended the weighted average useful livesof theseassetslo 60
years from 55 years reselling in lower depreciaiion of S84 million (S66 million after-ta.x or SO. 10 per share)
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Taxes, Other Than Income

The increase (decrease) in taxes, other than income was due to:

State gross receipts tax (a)
Domestic property tax expense
Foreign currency exchange rates
Other

Total

20IS vs. 2014 2014 vs. 2013

(14) $
5

(9)

(18) S

4

4

10

19

(a) The decrease in 2015 compared with 2014 wasprimarilydue to the settlement of the 2011 gross receiptslax audit resulting in the reversalof S17 millionof previou.siy
recognized reserves.

Other Income (Expense) • net

Other income (expense)- net increased $3 million in 2015 compared with 2014 and increased $160 million in 2014 compared with 2013. primarily due to
changes in realizedand unrealized gains on foreign currency contracts to economically hedge GBPdenominated earnings from WPD.

Interest Expense

The increase (decrease) in interest expense was due to:

Long-term debt interesT expense ta)
Hedging activities and ineffectiveness
Lesson extinguishment of debt (b)
Foreign currency exchange rates
Other

Total

20IS vs. 2014 2014 vs. 2013

61 S

(4)

(9)
(26)

6

28 S

65

(H)

(1)
19

(7)
65

(a) TTie increasein 2015 comparedwith 2014 is primarily due to 2015 including interestexpense relatedto certain PPL Energy Funding debt that waspreviouslyas.sociated with
PPL's Supply segment and included in "Income (Loss) from Discontinued Operations (net of income taxes) in 2014.

The increase in 2014 compared with 2013 was primarily due to debt issuances at WPD(West Midlands) in October 2013. LG&E and KU in November 2013 and PPL Electric in
June 2014 and July 2013.

(b) In March2014, a $9 million losswasrecorded relatedto PPLCapital Fonding's remarkciingand debt exchange of thejunior subordinated notes originally issued in April2011 as
a componentof the 2011 Equity Units. In May2013. a SIO millionlosswasrecorded relatedto PPL Capita! Funding'sremarketingand exchange of thejunior subordinated notes
that were originally is.sued in June 2010 as a component of PPL's 2010 Equity Units.

Income Taxes

The increase (decrease) in income taxes was due to;

2015 vs. 2014 2014 vs. 2013

CTiange in pre-tax income at current period tax rates S (18) S 151
Valuation allowance adjustments (a) (31) 31

State deferred tax rate change (b) (16)
Federal and state tax reserve adjustments (c) (21) 48

Federal and state tax return adjustments (4) 7

U.S. income tax on foreign earnings net of foreign tax credit (d) (55) 42

U.K. Finance Act adjustments (e) (90) 96

Impact of lower U.K. income tax rates (e) 4 (36)
Interest benefit on U.K. nnancing activities (15) 2

Other 3 7

Total $ (227) S 332
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(a) During 2015, PFL recorded S2-4 million of deferred income tax expense related to deferred tax valuation allowances. PPL recorded state deferred income lax expense of S12
million primarily related to increased Pennsylvania net operating losscarryforwardsexpected to be unutilized and S12 millionof federaldeferred income tax expense primarily
related to federal lax credit carryforwards that are expected to expire as a result of lower future taxable earnings due to the extension of bonus depreciation.

As a result of the PPl. Energy Supply spinoff announcement, PPL recorded $50 million of deferred income lax expense during 2014 to adjust the valuation allowance on
deferred tax assets primarily for state net operating loss carryforwards that were previously supported by the future earnings of PPL Energy Supply. Sec Note R for additional
information on the spinoff.

During2013. PPLrecorded 523 millionof statedeferred income tax expense relatedto a deferred tax valuation allowanceprimarilydue to a decreasein projected future taxable
income at PPL Energy Supply over the remaining carryforward period of Pennsylvania net operating losses.

(b) Changes in slate apportionment resulted in reductions to the future estimated state tax rate at December 31.2014, and an increase to the future estimated stale tax rate at December
31. 2013. PPL recorded an insignificant deferred tax benefit in 2014 and a $15 million deferred tax expense in 2013 related to its state deferred tax liabilities.

(c) During 2015. PPL recorded a $12 million tax benefit related to the scitlemeni of the IRS audit for the tax years 1998-2011.

In 20)3. the U.S. Supreme Court reversed the December 2011 ruling, by the U.S. Court of Appeals for the Third Circuit, concerning the crcdiiabiliiy of U.K. Windfall Profits Tax
for U.S. federal income tax purposes. As a result of this decision. PPL recorded a lax benefit of $44 million during 2013. See Note 5 to the Financial Statements for additional
information.

PPL recorded a tax benefit of $7 million during 2013 to federal and state income tax reserves related to stranded cost securitization. The reserve balance at December 31.2013
related to stranded costs securitization was zero.

(d) During 2015. PPL recorded lower income taxes primarily due to a decrease in taxable dividends.

During 2014. PPL recorded $47 million of income tax expense primarily attributable to taxable dividends.

During 2013. PPL recorded $28 tnillion of income tax expense resulting from increased taxable div idcnds 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.

(e) The U.K.'s Finance Act 2015. enacted in November 2015. reduces the U.K. statutory income la.x rate from 20% to 19% effective April 1.2017 and from 19% to 18% effective
April 1. 2020, As a result. PPL reduced its net deferred tax liabilities and recognized a $90 million deferred tax benefit in 2015 related to both rate decrea.ses.

The U.K.'s Finance Act 2013. enacted in July 2013. reduced the U.K. statutory income lax rate from 23% to 21% effective .April 1. 2014 and from 21
2015. As a result. PPL reduced its net deferred tax liabilities and recognized a $97 million deferred tax benefit in 2013 related to both rate decreases.

'o to 20% effective April I.

See Note 5 to Ihe Financial Staiemenls for additional information on income taxes.

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

Income (Loss) fnini Discontinued Operations (net of income taxes) for all periods presented, primarily includes the results ofoperations of PPL Energy
Supply, which was spun off from PPL on June 1.2015 and sub.slantially represents PPL's fonner Supply segment. See "Discontinued Operations" in Note 8 to
the Financial Statements foraddiliunal information.

Earnings

Net Income

Special item, gain (los^l. after-lax

PPL Electric: Earnings, Margins and Statement of Income Analysis

2015

252 S

2014

263 S

(2)

2013

209

Excluding a special item, earnings decreased for2015 compared with 2014 primarily due to higher other operation and maintenance expense and higher
depreciation expense, partially offset by returns on additional transmission and distribution improvement capital investments and the release of a gross
receipts tax reserve.

Excluding a special item, earnings increased in 2014 compared with 2013 primarily due to returns on additional transmission and distribution improvement
capital investments, lower other operation and maintenance expense and a benefit from a change in estimate ofa regulatory liability, partially offset by
higher interest expense and depreciation expense.

The table below quantifies the changes in the components ofNet Income between these periods, which reflect amounts classifled as Pennsylvania Gross
Delivery Margins and an 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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Pennsylvania Gross Delivery Margins
Other operation and maintenance
Depreciation
Taxes, other than income

Other Income (Expense) • net
Interest Expense
Income Taxes

Special items, after-lax

Net Income

2015 vs. 2014 2014 vs. 2013

65 S

(58)

(29)
18

1

(8)

(2)

(1!) S

118

13

(7)

1

(14)

(55)
(2)

54

Margins

"Pennsylvania Gross Delivery Margins" is a non-GAAP financial performance measure thai management utilizes as an indicator of the performance of its
business. SeePPL'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."

2015 2014

PA Gross PA Gross

Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues S 2,124 S 2,124 S 2.044 $ 2,044

Operating Expenses
Energy purchases 657 657 587 587

Energy purcha.ses from affiliate 14 14 84 84

Other operation and
maintenance 114 S 493 607 103 S 440 543

Depreciation 214 214 185 185

Taxes, other than income 102 (8) 94 98 9 107

Total Operating Expenses 887 699 1.586 872 634 1,506

Total S 1.237 S (699) :S 538 $ 1.172 S (634) $ 538

2013

PA Gross

Delivery Operating
Margins Other (a) Income (b)

Operating Revenues S 1,870 S 1.870

Operating Expenses
Energy purchase.^ 588 588

Energy purchases from affiliate 51 SI

Other operation and
maintenance 82 S 449 531

Depreciation 178 178

Taxes, other than income 95 8 103

Total Operating Expenses 816 635 1.451

Total S 1.054 S (635) $ 419

(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 Statement oflncome line items and their related increase (decrease) are included above within 'Tennsylvania Gross Delivery Margins" and are
not discussed separately.
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2015 vs. 2014 2014 vs. 2013

Operating revenues $ 80 $ 174
Fnergy purchases 70 (I)
Energy purchases from afTiliate j70) 33

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to;

2015 vs. 2014 2014 vs. 2013

Act 129 costs incurred S 9 S 6
Vegetation management 7 (4)
Payroll-related costs(a) 2 (16)
Corporate service costs (b) 30 7
Storm costs (c) (11) 18
Bad debts ]3 4
Environmental costs 5 1
Other 9 (4)
Total $ 12

(a) The decrease in 2014 compared with2013 wasdue to lowerheadcount. less maintenancework and more focuson capitalprojects in 2014.
(b) The increase in 2015 compared with 2014 wasdue 10 highercorporate.support costscharged to Electric Utilities, primarily asa result of the spinoffof PPLEnergy Supply.
1c) The increase in 20)4 compared with 2013 was due to more storm events.

Depreciation

Depreciation increased by S29 millionin 2015 compared with2014. and by S7 million in 2014 compared with2013.primatily due to additions to PP&E,
net. related to the ongoing efforts to improve reliability and replace aging infrastructute.

Taxes, Other Than Income

Taxes,other than income decreased by $13million in 2015 compared with2014 primarily due to the settlement of a 2011 grossleceipts tax audit resulting in
the reversal of$17 million ofpreviously recognized reserves.

Interest Expense

Interest expenseincreased by S8 million in 2015 compared with2014. primarily due to debt issuances in October2015 andJune 2014. Interest expense
increased by $14 million in 2014 compared with 2013. primarily due to debt issuances in June 2014 and July 2013.

Income Taxes

The increase (decrease) in income taxes was due to:

2015 vs. 2014 2014 vs. 2013

Change in pre-tax income at current period tax rates $ IS 44
Federal and state tax reserve adjustments 3 8
Federaland state tax return adjustments (3) 2
Depreciation not normalized 2
Other 1 ^
Total $ 4_ % 52

See Note 5 to the Financial Statements for additional information on income taxes.
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Earnings

Net Income

Special items, gains (losses), after-tax

LKE: Earnings, Margins and Statement of Income Analysis

2015

364 S

(12)

2014

344 $

2013

347

3

Excluding special items, earnings increased in2015 compared with 2014 primarily dueto higher base rales and returns onadditional environmental capital
investments partially offiset by higherotheroperation and maintenance expense, income taxes, financing costsand lowersales volume. The increases in base
rates were theresult of new rates approved bythe KPSC effective July 1.2015.Thechange in salesvolume was due to milder weather duringthe fourth
quarterof2015.

Earnings in2014 compared with 2013 decreased primarily dueto higher other operation and maintenance expense driven by thetiming and scope of
scheduled generation maintenance outages, higherbaddebtexpense, storm-related expenses, higherfinancing costsand higherdepreciation expense
partially otTset byretums onadditional environmental capital investments and higher sales volumes. Thechanges insales volumes were driven byunusually
cold weather in the first quarter of 2014.

Thetablebelow quantifies thechanges in thecomponents of Net Income between theseperiods, which reflect amounts classified as Margins andcertain
itemsthat management considers specialon separate lineswithin the table and not in their re.spective Statement of Income line items. See PPL's "Results of
Operations - SegmentEarnings - Kentucky Regulated segment" fordetails of the special items.

Margins
Other operation and maintenance
Depreciation
Taxes, other than income

Other Income (Expense)-net
Interest Expense
Income Taxes

Special items, after-tax

Total

Margins

2015 vs. 20U

: 88

(21)

(1)
(3)

1

(14)

(18)
(12)

2014 vs. 2013

; 78

(35)

(14)
(3)

(1)
(22)

(3)
(3)

20 S (3)

"Margins" isa non-GAAP financial performance measure that management utilizesas an indicatorof the performance of its business. SeePPL'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 "KentuckyGross Maigins."

The following tables contain the components from the Statements ofIncome that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income."

2015 2014

Operating Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues S 3.115 S 3,115 S 3,168 S 3,168
Operating Expenses

Fuel 863 863 965 965
Energy purchases 184 184 253 253
Other operation and maintenance 100 $ 737 837 99 S 716 8)5

Depreciation 38 344 382 11 343 354

Taxes, other than income 4 53 57 2 50 52

Total Operating Expenses 1.189 1.134 2.323 1.330 1.109 2.439

Total S 1.926 S (1.134) S 792 S 1.838 S (1.109) S 729
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Operating Revenues
Operaling Expenses

Fuel

Energy purchases
Other operation and maintenance
fX'precialion
Taxes, other than income

2013

Operating
Margins Other (a) Income (b)

S 2.976 S; 2,976

896 896

217 217

97 $ 681 778

5 329 334

1 47 48

Tola! Operating Expenses 1.216 1.057 2.273

Total S 1.760 S (1.057) $ 703

(a) Representsamounts excluded from Margins.
(b| Asrcportedon the Siaicmcnisof Income.

Statement of income Analysis -

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement oflncomcline items and theirrelated increase (decrease) areincluded abovewithin "Margins" and arenot discussed separately.

2015 vs. 2014 2014 vs. 2013

Operating Revenues S (53) $ 192
Fuel (102) 69
Energy purchases (69) 36

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

2015 vs. 2014 2014 vs. 2013

Pension (a) S 14 S (15)
Cane Run retired units (bl 11
Storm costs (7) g
Bad debts (6) 9
Plant operations (c) (2) 7
Timing and scope of scheduled generation maintenance outages (I) 14
Other 13 1^
Total $ 22 S 37

(a) The increase in 2015 compared with 2014 is attributed to the change in mortality tables and lower discount rutes.
(b) Represents an inventory write-down and separation bcnefius.
ic) Includes SK million reduction of cosi.s in 2015 due to the retirement of Cane Run and Green River units partially offset by 56 million for Cane Run 1 operations.

Depreciation

Depreciation increasedby S28 million in 2015 compared with 2014 and by S20 million in 2014 compared with 2013 primarily due to additions to PP&E,
net.

Interest Expense

Inlcrc.st expense increased by S14 million in 2015 compared with 2014 primarily due the issuance ofSSSO million o( incremental First Mortgage Bonds by
LG&t and KU in September 2015 and higher interest rales on $500 million ofPifSl Mortgage Bonds refinanced by LG«StE and KU.

Interest expense increased by S22 million in 2014 compared with 2013 primarily due to the issuance of$500 million of First Mortgage Bonds in November
2013 and higher short-term debt balances in 2014.
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Income Taxes

The increase (decrease) in income taxes was due to:

20152014 2014 Vik 2013

Higher pre-taxbook incomeat current period tax rates
Certain Valuation Allowances (a)
Other

Total

s 19 S 1

12

(1) 2

s 30 S 3

(a) Management considers thisa special item. SeePPL's "Results of Operations - Segment Earnings • Kentucky Regulated Segment" fordetails of thisitem.

Sec Nole 5 to the Financial Statements foraddilional infomiaiion on income taxes.

LG&E: Earnings, Margins and Statement of Income Analysis

Earnings

2015 2014 2013

Net Income S 185 S 169 S 163

Earnings in 2015 compared with 2014increased primarily due to returns onadditional environmental capital investments partially offset byhigherincome
taxes, financing costsand lowersalesvolume. Thechange in sales volume wasdue to milderweatherduring the fourth quarterof 2015.

Earnings in 2014compared with2013 increased primarily due to rctumson additional environmental capital investments and highersales volumepartially
ofTsel by higher operation and maintenance driven by storm-relatedexpenses, financing costs, depreciation and income tax expense. The changes in sales
volume were driven by unusually cold weather in the first quarter or20l 4.

The table below quantifies the changes in the components ofNei Income between these periods, which reflect amounts classified as Marginswithin the table
and not in their respective Statement oflncome line items.

2015 vs. 2014 2014 vs. 2013

.Margins S 34 S 42
Other operation and maintenance (3) (4)
Depreciation 9 (7)
Taxes, othenhan income (2)
Other Income (Expense) • net (3) (1)
Interest Expense (8) (15)
Income Taxes (II) (9)
Total s 16 S 6

Margins

"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 - Maigins" foran explanationof whymanagement believesthis measure is useful and the underlyingdriversof the changesbetween periods.
Within PPL'sdiscussion. LG&E'sMargins are included in "Kentucky Gross Margins."

The following tables contain the components from the Statements oflncome that are included in this non-GAAP financial measure and a reconciliation to
"Operating Income."
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2015 2014

Operating Operating
Margins Other (a) Income |b) Margins Other (a) Income (b)

Operating Revenues S 1,444 S 1.444 S 1.533 s 1.533
Operating Expenses

Fuel 329 329 404 404
Energy purchases 186 186 244 244
Other operation and maintenance 42 S 335 377 47 S 332 379
Depreciation 18 144 162 4 153 157
Taxes, other than income 2 26 28 1 24 25
Total Operating Expenses 577 505 1.082 700 509 1.209

Total s 867 S (505) S 362 S 833 S (509) S 324

20T3

Operating
Margins Other (a) Income (b)

Operating Revennes s 1.410 S J.410
Operating Expenses

Fuel 367 367
Energy purchases 205 205
Other operation and mainienance 45 S 328 373

Depreciation 2 146 148

Taxes, other than income 24 24

Total Operating Expenses 619 498 1.1 17

791 (498) $ 293Total ^

(a) Represents amounts excluded from Margins.
(h) As reponed 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) are included above within

Retail and wholesale

Flectric revenue from affiliate

Fuel

Energy purchases
Energy purchases from affiliate

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to;

"Margins" and are not discussed separately.

2015 vs. 2014 2014 vs. 2013

(38) S
(51)

(75)
(64)

6

94

29

37

35

4

2015 vs. 2014 2014 vs. 2013

Cane Run retired units (a) S
Pension (b)

Plani operations (c)
Sionn co.sLs

Bad debts

Other

Total S

(a) Represents an inveniory write-down and separation benefits.
(b) The increase in 2015 compared with 2014 is attributed to the change in mortality tables and lower discount rates.
(c) Includes S6 million reduction of costs in 2015 due to the retirement of Cane Run units.

Depreciation

Depreciation increased by S5 million in 2015 compared with 2014 and by S9 million in 2014 compared with 2013 primarily due to additions to PP&E. net.
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Interest Expense

Interest expense increased by SS million in2015 compared with 2014 primarily due to the issuance ofS300 million ofincremental First Mortgage Bonds in
September 20! 5 and higher interest rateson S250 millionof First Mortgage Bonds refinanced by LG&E.

Interest expense increased by SI5 million in 2014compared with 2013 primarily dueto the issuance ofS250 million ofFiret Mortgage Bonds in November
2013 and amortization ofa fairmarkel value adjustment of S7 million in 2013.

Income Taxes

Income taxes increased bySlI million in2015 compared with 2014 and increased byS9million in2014 compared with 2013 primarily dueto thechange in
pre-tax income at current period tax rates.

See Note 5 to the Financial Statements foraddltional inroimaiion on income taxes.

Earnings

Net Income

Special items, gains (losses), after tax

KU: Earnings, Margins and Statement of Income Analysis

2015

234 S

2014

220 S

2013

228

I

Earnings in 2015 compared with2014 increased primarily due to higher baseratesand returns on additional environmental capital investments partially
ofTsei by higher other operation and maintenance expense, depreciation and lower sales volume. The increases in base rates were the result ofnew rates
approved by the KPSCeffective July 1,2015. The change in sales volume were due to milder weather during the fourth quarter of 2015.

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.

The table below quantifies the changes 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 these special items.

20I5VS. 2014 2014 vs. 2013

Margin.s $ 54 S 36

Other Hperaiion and iriBlnienance UD (26)
Depreciation (10) (7)
Taxes, other than income (1) (3)
Other Income (Expense) - net 2 3

Interest Expense (5) (7)
Income Taxes (5) (3)
Special items, after-tax (1)

Total S 14 S (8)

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 ofwhy management believes this measure is useful and the underlying drivers of the changes between periods.
Within PPL's discussion. Klfs Margins are 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
"(^crating Income."
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Table of L onienis

2015 2014

Operating Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)

Operating Revenues $ 1.728 S 1,728 S 1.737 S 1,737
Operating Expenses

Fuel 534 534 56! 561
Energy purchases 55 55 Ill III
Other operation and maintenance 58 S 377 435 52 S 356 408
Dcprccialicin 20 200 220 7 190 197
Taxes, other than income 2 27 29 1 26 27
Total Operating Expenses 669 604 1.273 732 572 1.304

Toul $ 1,059 S (604) S 455 $ 1,005 S (572) S 433

Operating Revenues
Operating Expenses

Fuel

L.nergy purchases
Other operation and mainteaance
Depreciation
Taxes, other than income

Total Operating Expenses

Total

fa) Represents amounts excluded from Margins.
(bt As reported on the Statements of Income.

Statement of Income Analysis -

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement oflncomc line itemsand their related increase(decrease)are included above within "Margins"and are not discussed separately,

2015 vs. 2014 2014 vs. 2013

2013

Operating
Margtns Other (a)

S 1,635 S 1.635

529 529

81 81

52 S 330 382

3 183 186

1 23 24

666 536 1.202

S 969 S (536) $ 433

Retail and wholesale

Electric revenue from afniiate

Fuel

Energy purchases
Energy purchases from afTiliaie

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance was due to:

Pension (a)
Plant operations (b)
Timing and scope of scheduled generation maintenance outages
Bad debts

Storm costs

Other

Total

(15) S
6

(27)
(5)

(51)

98

4

32

I

29

2015 vs. 2014 2014 vs. 2013

10 S

10

2

(31

(3)
11

27 $

(9)
4

14

5

4

26

la) The increase in 2015 compared with 2014 is attributed to the change in mortality tables and lower discount rates.
(b) Includes S5 million of Cane Run 7 operations partially ofTset by S2 million reduction of costs in 2015 due to the retirement of Green River units.

Depreciatiori

Deprecialion increased by $23 million in 2015 compared with 2014 and by $11 million in 2014 compared with 2013 primarily due to additions to PP&E,
net.
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Table t'1'C'<tiUenls

Interest Expense

Interest expense increased by S5 million in2015 compared with 2014 primarily due to the issuance of$250 million ofincremental First Mortgage Bonds in
September 2015andhigherinterest rates on $250 million ofPirstMortgage Bonds refinanced by KU.

Interest expense increased by $7 million in 2014 compared with 201.1 primarily due to the issuance of $250 million of FirstMortaace Bonds in November
2013.

Income Taxes

Income taxes increased by S5 million in2015 compared with 2014 primarily dueto thechange in pre-tax income at current period tax rates.

See Note 5 to the Financial Statements for additional information on income taxe.s.

Financial Condition

Theremainder ofthis Item 7 in this Fonn 10-K is presented on a combined basis, providing information, as applicable, for all Registrants.

Liquidity and Capital Resources

(All Ri'gislrants)

The Registrants'cash flows from operationsand accessto costeffective bank and capital markets are subject to risksand uncertainties. See"Item 1A.Risk
Factors" for a discussion of risks and uncertainties that could affect the Registrants' cash flows.

The Registrants had the following at:

PPL

PPL(a) Electric LKF. LG&E KU

December3I, 2015

Cash and cash equivalents S 836 S 47 S 30 $ 19 $ II
Shon-term debt 916 265 142 48
Notes payable with affiliates 54

Deceinber3l. 2014

Cash and cu.4i equivalents 1.399 214 21 10 II
Short-term investments 120

Shon-term debt 836 575 264 236
Notes payable with affiliates 41

December 31, 2013

Cash and cash equivalents 863 25 35 8 21
Notes receivable from affiliates 150 70
Short-term debt 701 20 245 20 150

la) At December31. 2015. S447 million of cash and cash equivalents were denominated in GBP. If these atnounis would be remitted as dividends, PPL would not anticipate a
maicria! incremental U.S. tax cost. Historically, dividends paid by foreign subsidiaries have been limitedlo distributionsof the current year's earnings. See Note 5 to the Financial
Siaiements for additional information on undistributed earnings afWPD.

(FPU

The Statementsof Cash Flowsseparately report the cash flowsof the discontinued operations. The "Operating Activities". "Investing Activities"and
"Financing Activities" sections below include only the cash flows of continuing operations,
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Tiiblc of Contcnls

(All Registrants)

Net cash provided by(used in)operating, investing andfinancing activities for theyears ended December 31 andthechanges between periods were as
follows.

PPL

PPL

Electric LKE tx;&E KU
2015

Operating activities
Investing activities
Financing activities

S 2.272
(3.439)

4S2

S 602

(1.108)
339

S 1,063

(1.203)
149

S 554

(689)

144

S 608

(512)
(96)

2014

Operating activities
Investing activities
Financing activities

S 2.941

(3.826)
262

s 613

(791)
367

s 999

(1-191)
178

S 371

(656)

287

S 566

(603)
27

2013

Operating activities
Investing activities
Financing activities

s 2,447

(3.664)

2.753

s 523

(1.080)
442

5 920

(1.502)
574

s 366

(577)

197

s 495

(853)

358

2015 vs. 2014 Change
Operating activities
Investing activities
Financing activities

s (669)
387

220

s (11)
(317)

(28)

S 64

(12)
(29)

s 183

(33)

(143)

$ 42

91

(123)

2014 vs. 2013 Change
Operating activities
Investing aeiivines
Financing activities

s 494

(162)
(2.491)

s 90

289

(75)

S 79

311

(396)

$ 5

(79)
90

$ 71

250

(331)

The components of the change in cash provided by (used in) operating activities were as follows.

2015 \s. 2014

Change - Cash Provided (Used):
Net income

Son-cash components
Working capital
Defined benefit plan funding
Other operating activities

Total

2014 vs. 2013

Change • Cash Provided (Used):
Net income

Non-cash components
Working capital
Defined benefit plan funding
Other operating activities

Tola!

PPL

166 S

(280)
(341)
(115)

(99)

(669)

69

124

438

66

(203)

A'iA $

PPL

Elecirk

(11)
181

(148)
(10)

(23)

(ID S

54 S

(53)
7

70

12 _
90 S

LKE

20

(184)

335

(25)

(82)

64

(3) $
206

(129)
12.3

(118) _
79 S

LG&E

16

21

190

(13)

(31)
183 $

6

91

(65)
33

(62)

KU

14

(52)

152

(16)

(56)

42

(8)
166

(96)
60

(51)
71

(PPL)

PPL had a S669 million decrease in cash from operating activities from continuing operations in 2015 compared with 2014.
• Net income improved by S166 million between the periods, but included a decrease in net non-cash charges of$280 million. These net non-cash

charges included a S238 million decrease in deferred income ta-xesand S65 million ofchanges to the WTD line loss accrual. These decreases in non-
cash charges were pan tally offset by SII0 million of lower unrealized gains on hedging activities. The net S114 million decrease from net income
and non-cash adjustments between the periods was primarily due to lower margins from the U.K. Regulated segment, panially offset by higher
margins from the Kentucky and Pennsylvania Regulated segments.

• The $341 million decrease in cash from changes in working capital was primarily due to a decrease in taxes payable (primarily due to a decrease in
current income tax expense in 2015), a decrease in accounts payable (primarily due
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totiming offuel purchases and payments and unfavorable weather in2015) partially ofTset by adecrease in accounts receivable (primarily due to
unfavorable weather in 2015).

• The$99 million decrease incash provided by otheroperating activities was primarily dueto payments of S101 million for thesettlement in 2015of
forward starting inteiest rate swaps.

PPL had a $494 million increase incash provided byoperating activities fixim continuing operations in2014 compared with 2013.
• Net income improved by$69million between thepenods. This included an additional $124 million ofnet nonosh charges, including a $279

million increase indeferred income tax expense. These non-cash charges were partially offset by$243 million ofhigherunrealized gains on hedging
activities.

• The$438million incieasc in cash from changes in working capital was partially dueto an increase in taxespayable (primarily due an increase in
currentincome tax expensein 2014).a change in uncertaintax positionsbetween the periodsand lowergrowthin accounts receivableand u decline
in unbilled revenue.

• TheSI66 milliondecrease in cash from other operatingactivitieswaspartiallydue to net proceeds of$]04 million forsettlement in 2013 of forward
starting interest rate swaps.

(PPL Electric^

PPLElectric had an S11 million decrease in cash provided by operating activities in 2015 compared with 2014.
• Net income decreased by SII millionbetween the periodsand included an additional$181 millionof net non-cash charges, primarily due to

increases in deferred tax expense and depreciation.
• The$ 148 milliondecrease in cash from changes in working capital was panially due to a decrease in taxes payable(primarily due an increase in

currentincome tax benefits in 2015)and a decrease in accountspayable (primarily due to milderweather and lowerenergypricesin December
2015).partially offsetby a decrease in accounts receivable (primarily due to milderweatherin 2015. improved collectionperformance and higher
write-ofTs).

• Pension funding was$IO million higher in 2015.

PPL Electrichad a $90 million 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 ofnet non-cash benefits, primarily due

to a decrease in deferred income tax expense.
• Pension funding was$70 million lowerin 2014,

(LKE)

LKE had a $64 million increase in cash provided by operating activities in 2015 compared with 2014.
• LKE's non-cash components of net income included a $213 million decrease in deferred income taxes, panially offset by a $28 million increase in

depreciation due to additional assets in service in 2015. Deferred income taxes were lower in 2015 as a large ponion of the effect ofaccelerated tax
depreciation did not result in cash as a result of the Federal net operating losses.

• The increase in cash fromchanges in working capital wasdriven primarily by a decrease in income tax receivable as a result of receiving payment
from PPL in 2015 for the use ofexcess tax depreciation deductions in 2014. decreases in accounts receivable and unbilled revenues due to milder
weather in December 2015. a decrease in coal inventory as a result ofplant retirements, and a decrease in nalural gas stored underground due to
lower gas prices in 201 5. panially offset by a decrease in accounts payable due to the liming of fuel purchases and payments.

• The decrease in cash from LKE's other operating activities was driven primarily by $88 million in payments for the settlement of interest rale swaps.

LKEhad a $79 million increase in cash pa»vided by operating activities in 2014 compared with 2013.
• LKE's non<ash components ofnet income included a $195 million increase in deferred income taxes primarily due to an increase in accelerated tax

depreciation over hook depreciation as a result ofadditional assets in service in 2014.
• The decrease in cash from working capital was driven primarily by an increase in income tax receivable and a decrease of income tax payable from

PPL as a result of the use ofexcess lax depreciation deductions, and an increase in inventory due to increased coal purchases in anticipation ofa
cold Decembersimilarto that of2013. 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 LKE'sother operating activities was driven primarily by $86 million in proceeds from the settlement of interest rate swaps
received in 2013.
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<LG&E)

LG&E had a SI83 million increase in cashprovidedby operatingactivities in 2015 compared with 2014,
• LG&E's non-cash components of net incomeincludedan S8 million increasein dcfeired incometaxesand a S5 million increase in depreciation due

to additional assets in service in 20] 5.

• The increase in cash from changesin working capital wasdriven primarily by a decrease in incometax receivable as a resultofreceiving payment
from LKE in 2015 for the use of excess tax depreciation deductions in 2014, a decrease in accounts receivable from affiliates due to lower fuel costs
for jointly owned units compared to an increase in the prior year, a decrease in accounts receivable due to milder weather in December 2015
compared to an increase in the prior year, a decrease in coal inventory as a result of the retirement ofCane Run coal units, and a decrease in natural
gas stored underground due to lowergas prices in 2015. partially offset by a decrease in accounts payable due to the timing of fuel purchasesand
payments compared to an increase in the prior year.

• The decrease in cash (romLG&E's other operating activities wasdriven primarily by S44 million in payments for the settlement of interest rate
swaps.

LG&Ehad a S5 million increase in cash provided by operating activities in 2014 compared with 2013.
• LG&E's non-cash components of net income included a S92 million increase in deferred income taxes primarilydue to an increase in accelerated tax

depreciation overbook depreciation as a result ofadditional assets in service in 2014.
• The decrease in cash from working capital was driven primarily by an increase in income tax receivable from LKE as a result of the use ofexcess tax

depreciation deductions, and an increase in accounts receivable from afTiIiates. partially offset by decreases in accounts receivable and unbilled
revenues due to extended payment terms, higherniies and colder December weather in 2013.

• The decrease in cash from LG&E'.s other operating activities was driven primanly by S43 million in proceeds from the settlement of interest rate
swaps received in 2013.

(KU>

KU had a S42 million increase in cash provided by operating activities in 2015 compared with 2014.
• KLTs non-cash components ofnet income included a S64 million decrease in deferred income taxes, partially offset by a S23 million increase in

depreciation due to additional assets in ser\ ice in 2015. [Referred income taxes were lower in 2015 as a large portion of the effect of accelerated lax
depreciation did not result in cash as a result of the Federal net operating losses,

• The increase in cash fromchanges in woricingcapital was driven primarily by a decrease in income tax receivable as a result of receiving payment
from LKE in 2015 for the use of excess tax depreciation deductions in 2014. a decrease in coal inventory as a result of the retirement of Green River
coal units, and decreases in accounts receivable and unbilled revenues due to milder weather in December 2015. partially offset by a decrease in
accounts payable to affiliates compared to an increase in the prior year due to lower fuel costs for jointly owned units and a decrease in accounts
payable due to the timing of fuel purchases and payments.

• The decrease in cash from KU's other operating activities was driven primarily by S44 million in payments for the seiilcmeni of interest rate swaps.

KU had a S71 million increase in cash provided by operating activities in 2014 compared with 201 3.
• KLl's non-cash components ofnet income included a SI 55 million increase in deferred income taxes primarily due to the utilization ofnet operating

losses and an increase in accelerated tax depreciation overbook depreciation as a result ofadditional assets in service in 2014.
• TTie decrease in cash fmm working capital was driven primarily by an increase in income tax receivable and a decrease ofincome tax payable from

LKE as a result of the use ofexcess tax depreciation deductions, and an increase in inventory due to increased coal purchases in anticipation ofa
cold December similar to that of2013. partially offset by decreases in accounts receivable and unbilled revenues due to extended payment tcnns,
higher rales and colder December weather in 2013 and an increase in accounts payable to affiliates.

• The decrease in cash from KLTs other operating activities was driven primarily by S43 million in proceeds from the settlement of interest rale swaps
received in 2013.
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Tahlf of Comems

(All Registrants)

Thecomponents of ihe change in cashprovidedby (used in) investingactivitieswereas follows.

2015 vs. 2014

Change • Cash Provided (Used):
Expenditures for PP&E
Notes receivable with affiliates

activity, net
Restricted cash and cash

equivalent activity
Purchase and sale of

investments, net
Other investitig activities

Total

2014 vs. 2013

Change • Cash Provided (Used):
Expenditures for PP&E
Notes receivable with affiiiaics

activity, net
Restricted cash and cash

equivalent activity
Investment activity-, net
Other investing activities

Total

PPL

141 S

(II)

256

1

387 S

(45) $

17

(120)

(14)

(1621 S

PPL

Electric

(166) $

(150)

(317) S

(28) S

300

17

289 S

LKE

52 S

(70)

(12) 5

172 S

140

311 S

LG&E

(33) S

(33) $

(79) $

(79) S

KU

85

91

251

(1)
250

(PPL)

For PPL. lowerproject expenditures at WPD and KUwere partially olTset by higher project expenditures at PPLElectric and LG&E. The decrease in
expendituresforWPD was primarily due to a decrease in expendituresto enhancesystem reliabilityassociated withthe end of the DPCR5 pricecontrol
periodand changesin foreign currency exchangerates. Thedecrease in expendituresfor KU was relatedto lowerexpendituresforthe construction of Cane
Run Unit 7 which wasput into commercialoperation in June 2015. and lowerexpenditures forenvironmental air projects and CCR projects at KU's Ghent
and E.W. Brown plants. The increase in expenditures for PPL Electric wasprimarily due to the Nonheasl Pocono reliability project, smartgrid projects and
other variousprojects, partially offset by the completion of the Susquehanna-Roseland transmission project.The increase in expenditures forLG&E was
primarilydue to environmental air projects at LG&E's Mill Creek plant, partially offset by lowerexpenditures for the construction of Cane Run Unit 7.

PPL received SI36 million during 2015 fmm the saleofshort-lcmi investments.

For PPL.in 2014 compared with 2013. the increase in "Expenditures for PP&E" was partially due to expenditures made in 2014 at WPD(primarilydue to
projects to enhance system reliability and the effect of foreign currency exchange rates) partially ofTsel by expenditures made in 2013 for the construction of
Cane Run Unit 7 for both LG&E and KU.

PPL paid SI 20 million during 2014 from the purchase ofshon-term investments.

(PPL Electric)

ForPPL Electric,in 2015 compared with2014. the increase in expenditureswasprimarily due to the Northeast Pocono reliabilityproject,smart grid projects
and other various projects, partially offset by the completion of the Susquehanna-Roseland transmissionproject.

The changes in "Notesreceivable with affiliates, net" resulted from proceeds ofSI 50 million received in 2014 fromrepayments on a note extended in 2013.

(LKE)

In comparing 2015 with 2014. cash used by investing activities increased as a result of receiving payment from PPL in 2014 for the notes receivable issued in
2013. partially offset by lower PP&E
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expenditures. An increase in expenditures TorLG&E was primarily due to higher expenditures for environmental air projects at the Mill Creek plant, panially
ofTsct by lowerexpenditurcsforihe construction ofCane Run Unit 7, Adecrease in expenditures for KU was primarily due to lower expenditures for the
construction ofCane Run Unit 7which was put into commca-ial operation inJune 2015. and lower expenditures forenvironmenial airprojects and CCR
projects at the Ghent and the E.W,Brown plants.

In comparing 2014 with 2013. cash used by investing acliviiics decreased asa result ofthe decrease in PP&E expenditures for KU, partially offset by the
increase in PP&E expenditures for LG&H. Thedecrease inexpenditures forKU was primarily dueto lower expenditures for theconstruction ofCane Run
Unit 7and CCR projects atthe Ghent and the E.W. Brown plants, panially offset by higher expenditures forenvironmenial airprojects at the Ghent and the
E.W. Brown plants. The increase inexpenditures for LG&E was primarily due toenvironmental airprojects at the Mill Creek plant and the gas service riser
program, partially offset by lower expenditures for the construction ofCane Run Unit 7.

(LG&E/

In comparing 2015 with 2014. cash used by investing activities increased primarily due tohigher expenditures forenvironmenial airprojects at theMill
Creek plant, partially offset by lower expenditures fortheconstruction ofCane Run Unit 7 which was put intocommercial operation inJune 2015,

Incomparing 2014with 2013.cash used by investing activities increased as a result of the increase in expenditures primarily due to environmental air
projects at theMillCreek plant and thegasservice riserprogram, partially offset by lower expenditures for theconstruction of CaneRun Unit 7.

(KU)

Incomparing 2015with 2014. cash used by investing activities decreased primarily dueto lower expenditures fortheconstruction of Cane Run Unit 7 which
was put intocommercial operation inJune2015,and lower expenditures forenvironmental airprojects andCCR projects at theGhent and the E.W. Brown
plants.

Incomparing 2014with 2013.cash used by investing activities decreased asa result of thedecrease in expenditures primarily dueto lower expenditures for
the construction of Cane Run Unit7 and CCRprojectsat the Ghent and the E.W. Brown plants,partiallyofi^t by higherexpendituresforenvironmental air
projects at the Ghent and the E.W.Brown plants.

(At! Registrants)

Sec "Forecasted UsesofCash" fordetail regarding projected capital expenditures forthe years 2016 through 2020.

Financing Activities

(All Registrants)

The components of the change in ca.sh provided by (used in) financing activities were as follows.

PPL

PPL

Electric LKE LG&E Kli

2UI5 vs. 2014

C'hangr - Cash Provided (Used):
Debt issuance/retirement, net S 1,177 S (38) $ 150 S 300 S 250
Debt iiv.suance/re(irement. affiliate 400

Stock issuanceVredempiions, (871)
Dividends (37) (23) (7) (5)
Capital contribuiion&'distributions.

net J2 94 (67) (91)
Changes in net short-term debt (a) (53) 20 (668) (366) (274)
Other financing aciiviiies 4 1 (5) (3) (3)

Total $ 220 S (28) S (29) $ (143) S 023)
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hihii: I'l CVnient!.

PPl.

PPL Electric LKE LGAE KU

2014 vs. 2013

Change - Cash Provided (Used):
Dcbi issuance/retiremenu net S (1.979) S (62) S (496) $ (248) S (248)
Stock issuances'redempuons. net (263)
Dividends (89) (31) (13) (24)
Capital cotitributionvdistribulions,

net S8 (177) 71 (66)
(Thanges in net short-term debt (a) (2.S8) (40) 276 279 6
Other Tinancing activities W I 1 I

Total S (331)

(al includes net increase (decrease) in notes payable with afTiliates.

(PPL)

In 2015, PPL required S220 million additional cash from financing activities including the WPD, LG&Eand KUlong-term debt issuances in 2015, partially
offset by lower common slock issuances in 2015.

In 2014. PPL required S2.5 billion less cash from financing activities including the PPL Capital Funding and WPD long-term debt issuances in 2014. lower
common stock issuances in 2014 and improvements in cash from operations of$494 million which helped support the significant capital expenditure
programs of its subsidiaries.

In 2014. financing activities also included net cash distributions ofSI .2 billion to PPL from PPL Energy Supply (discontinued operations) for the proceeds
from the PPL Montana hydrueleclric generation facilities sale, net of a tax liability payment and proceeds from a tax grant.

In 2013. financing activities also included net cash contributions of S1.2 billion fiom PPL to PPL Energy Supply (discontinued operations) to fund debt
maturities, 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.

(PPL Electric)

In 2015. PPL Electric required S28 million less cash from financing activities due to the use ofcash on hand which helped support the significant capital
expenditure program.

In 2014. PPL Electric required S75 million less cash from financing activities to support its significant capital expenditure program, primarily due to the
receipt of SI 50 million on notes receivable from afliliatcs (as described in "Investing Activities" above) and improvements in cash from operations ofS90
million.

(LKE)

In comparing 2015 with 2014. cash provided by financing activities decreased as a result of the repayment ofshort-term debt, partially offset by the S550
million ofadditional long-term debt issued by LG&E and KU in 2015 and lower distributions to PPL.

In comparing 2014 with 2013. cash provided by financing activities decreased as a result of the S500 million long-term debt issued by LG&E and KU in
November2013 and higher distributions to PPL. partially olTsel by an increase in short-term debt and an increase in notes payable with affiliates to fund
capital expenditures.

(LG&E)

In comparing 2015 with 2014. cash provided by financing activities decreased as a result of the repayment ofshort-lenn debt and tower capital contributions
from LKE. partially offset by the $300 million ofadditional long-term debt issued in 2015.

In comparing 2014 with 2013. 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 S250 million of iong-teim debt issued in November2013.
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Table of Conicnts

(KU)

In comparing 2015 wiih 2014. cash provided by financing activities decreased as a result ofthe repayment ofshort-term debt and lower capital contributions
from LKE. partiallyoffset by the S250millionof additional long-term debt issuedin 2015.

In comparing 2014 with 2013. cash provided by financing activities decreased asa result of theS250 million long-term debt issued in November 20!3,a
decrease of contributions fromLKEand higher dividends to LKE.

<All Registrants)

See"Long-term Debt and Equity Securities" below for additional information on current yearactivity. See"Forecasted Sources ofCash" fora discussion of
the Registrants' plans to issue debt and equity securities, aswell asa discussion ofcredit facility capacity available to the Registrants. Also see "Forecasted
Uses ofCash" for a discussion ofPPL's plans topay dividends oncommon securities inthe future, aswell asthe Registrants' maturities oflong-tenn debt.

Long-term Debt and Equity Securities

Long-term debt and equity securities activity for 2015 included:

Cash Flow Impact:
PPL

PPL Electric

LKE(b)
LG&E

KU

Issuances (a)

Debt

2.236

348

1,450
550

500

Retirements

.000

too

900

250

250

Net Stocit

i»uanccs

203

(a) Issuances are net of pricing discounts, where applicable and exclude the impact of debt issuance costs.
(b) Issuances include a S400million notewith PPL Capital Funding. SeeNote 14for additional mformation on intercompany borrowings.

ATM Program (PPL)

During 2015, PPL issued 1.476.700 sharesof common stock underthe program at an averagepriceofS33.4l per share,receivingnet proceedsof S49 million.

See Note 7 to the Financial Statements for additional information about long-term debt and equity securities.

Auction Rate Securities (LKE. LG&E and KU)

At December 31.2015. LG&E'sand KU's tax-exempt revenue bonds in the form ofauction rate securities total S231 million (SI 35 million at LG&E and $96
million at KU). These bonds continue to experience failed auctions and the interest rate continues to be set by a formula pursuant to the relevant indentures.
For the period ended December 31. 2015, the weighted-average rale on LG&E's and KU's auction rate bonds in total was 0.22% (0,20% at LG&E and 0.24%
at KU).

Forecasted Sources of (2ash

(All Registrants)

The Registrants expect to continue 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 their subsidiaries may access the capital markets,and PPL
Electric. LKE, LG&E and KUanticipate receiving equity contributions fiom their parent or member in 2016.

Credit Facilities

The Regi.stranls maintain credit facilities to enhance liquidity, providecredit supportand providea backstopto commercial paperprograms. Amounts
borrowed under thesecredit facilities arc reflected in "Short-term debt"on the BalanceSheets. At December3 1.2015. the total committedbomrwingcapacity
under credit facilities and the use ofihis borrowing capacity were:
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Exitrnaf

Committed

Capacity Borrowed

letters of

Credit

and

Commercial

Paper
Issued

Unused

Capacity

PPL Capital Funding Credit Facilities
PPL Electric Credit Facility

S 750

300

S 471

1

S 279

299

LKE Credit Facility
LG&E Credit Facility
KU Credit Facilities

75 $

500

598

75

142

246

358

352

Total LICE Consolidated 1.173 75 388 710

Total U.S. Credit Facilities (a) (b) (c) s 2.223 S 75 S 860 s 1,288

Total U.K. Credit Facilities |c) Id) (e) £ 1.055 £ 133 £ 922

(a)

lb)

Ic)

Id)

IC)

Thesyndicated credit raciiiiics, aswell as KU's letter of credit facility, each contain a financial covenant requiring debtto total capitali/ation notto exceed 70% forPPL Capital
Funding, PPL Electric. LKE. LG&E and KU,as calculated in accordancewith the facility, and other customarycovenants.
Thecommitments underthe domestic creditfacilities are provided by a diverse bankgroup, with no one bankand itsaffiliates providing an aggregate commitment of more than
the following percentages of the total committed capacity: PPL - 13%. PPL Electric - 12%. LKE - 21%. LG&E - 12% and KU - 37%.
Each company payscustomary fees under itsrespective syndicated creditfacility, asdocs KU under itsletter of creditfacility, and borrowings generally bear interest at LIBOR-
based rates plus an applicable margin.
The facilities contain nnancial covenants to maintainan iniercst coverage ratioof not lessthan 3.0 limesconsolidatedearnings before income taxes,depreciationand amortization
and total net debt not in excess of 85% of ItsRAV. calculated in accordance with the credit facility.
At December 31. 2015. the unused capacity under the U.K. committed credit facilitieswas approximately $1.4 billion. The commitments under the U.K.'s credit facilitiesarc
provided by a diverse bank group with no one bank providing more than 14% of the total committed capacity.

In addition to the Hnancia! covenants noted in the table above, the credit agreements governing the above credit facilities contain various other covenants.
Failure to comply with the covenants after applicable grace periodscould result in acceleration ofrepayment of borrowingsand/or termination of the
agreements.The Registrants monitor compliance with the covenants on a regular basis. At December31.2015. the Registrants were in compliance with these
covenants. At thi.s time, the Registrantsbelieve that these covenants and other borrowing conditions will not limit access to these funding sources,

See Note 7 to the Financial Statements for further discussion of the Registrants'credit facilities.

hiiercomnanv (LKE. LG&E and KU)

LKE Crcdil Facility
LG&E Money Pool (a)

KU Money Pool (a)

Conuntned

CapacJiy

225 S

500

500

Borrowed

54

Other Used

Capacity

142

48

Unused

Capacity

171

358

452

la) LG&E and KU participate in an intercompany agreement whereby LKE, l.G&E and'or KU make available funds up to S500 million at an interest rate based on a market index of
commercial paper issues. However, the FERChas authorized a maximum aggregate shon-ierm debt limit for each utility at S500 million from all covered sources.

Commercial Paper (AHRegisiranis)

PPL. PPL Electric. LG&Eand KUmaintain commercial paper programs to provide an additional financing source to fund shon-ierm liquidity needs, as
necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the respective Rcgisirani's Syndicated Credit
Facility. The following commercial paper programs were in place at:
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PPL Capital Funding
PPL Electric

LG&E

KU

Total LKE

Total PPL

December31. 201S December.TI. 2014

Capacltv

Commercial

Paper
Issuances

Unused

Capacltv

Commercial

Paper
Issuances

S 600
.too

S 451 $ 149

300

.150

350

142

48

208

302

S 264

236

700 190 510 500

S 1.600 $ 641 S 959 S 500

Long-lerm Debt and Equity Securities

(PPL)

PPL and itssubsidiaries are currently authorized to incur, subject tomaritel conditions, upto approximately S2billion oflong-term indebtedness in2016, the
proceeds ofwhichwould be used to fund capital expenditures and for general corporate purposes.

PPL plans to issue not morelhan S200 million ofcommon stock in 2016.

<PPL Electric)

PPL Electric iscurrently authorized to incur, subject to maricet conditions, upto approximately S500 million oflong-term indebtedness in2016, theproceeds
of which would be used to fundcapital expenditures and forgeneral corporate purposes.

(LKE. LG&E and KU)

LG&E and KU arecurrently authorized to incur,subject to market conditions,up to approximately $100 million each oflong-term indebtedness In2016, the
proceeds of which would be used to lund capital expenditures and forgeneral corporate purposes. LG&E currently plansto rcmarket. subject to market
conditions, a $25 million bond with a put date in 2016.

Contrihutinns from Parent/Member (PPL Electric. LKE. LG&E and KU)

From timeto time.LKE's member or the parentsof PPL Electric. LG&E and KUmake capital comribulionsto subsidiaries. The proceedsftom these
contributions are used to fundcapital expenditures and for other general corporate purposes and. in the case of LKE.to make contributions to its subsidiaries.

Forecasted Uses of Cash

(.411 Registrants)

In addition to expenditures required for normal operating activities, such aspurchased power, payroll, fiiei and taxes, the Registrants currently expect to incur
future cash outflows for capital cxpenditure.s. various contractual obligations, payment of dividends on Us common stock, distributions by LKE to their
members,and possibly the purchase or redemption ofa portion of debt securities.

Capital Expenditures

Thetable belowshows the Registrants'current capital expenditureprojectionsfor the years2016 through2020. Expenditures torthe domesticregulated
utilities are expected to be recovered through rates, pending regulatory approval.
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Total 2016 2017

Projected

2018 2019 2020
PPL

Consimclion expenditures (a) <b)
Generating facilities $ 679 $ 126 S 143 S 131 % 134 S 145
Distribution facilities 9.538 2.000 1.881 1,828 1.886 1.943
Transmission facilities 3,896 790 802 771 712 821
Environmental 1.947 404 349 442 398 354
Other 357 89 80 65 61 62

Total Capital Expenditures $ 16.417 S 3.409 s 3.255 $ 3.237 S 3.191 $ 3.325

PPL Electric (a) (b)
Distribution facilities S 2.049 $ 465 $ 428 $ 383 $ 386 S 387
Transmission facilities 3.283 700 694 660 599 630

Total Capital Expenditures S 5.332 $ 1.165 s 1.122 $ 1.043 s 985 $ 1,017
LKE(b)

Generating facilities $ 679 $ 126 $ 143 $ 131 $ 134 S 145
Distribution facilities 1.324 255 265 251 275 278
Tran»nission facilities 613 90 107 111 114 191
Environmental 1.947 404 -349 442 398 354
Other 314 80 70 57 53 54

Total Capital Expenditures $ 4.877 $ 955 s 934 S 992 s 974 $ 1,022

LG&E(b)
Generating facilities $ 302 $ 73 s 72 $ 46 $ 54 S 57
Distribution facilities 776 162 156 148 154 156
Transmission facilities 152 22 28 29 31 42
Environmental 935 229 139 181 207 179
Other 136 39 28 22 24 23

Total Capital Expenditures S 2.301 $ 525 s 423 S 426 s 470 $ 457

KUtb)

Generating facilities $ 377 $ 53 s 71 S 85 s 80 S 88
Distribution facilities 548 93 109 103 121 122

Transmission facilities 461 68 79 82 83 149
Environmental 1.01 1 175 210 261 191 174

Other 170 39 40 33 28 30

Total Capital Expenditures S 2.567 $ 428 s 509 $ 564 s 503 S 563

(a)
(b)

Construction expenditures include capitalized interest and AFUDC.which are expected to total approximately $88 million for PPL and $57 million for PPL Electric.
The 2016 total excludes amounts included in accounts payable as of December 31, 2015,

Capitalexpenditure plansarerevised peiiodically to relleclchangesin operational,maricet and regulatory conditions. Forthe yearspresented, this table
includes PPL Eleclric's asset optimization program to replace aging transmission and distribution assets. This table also includes LKE'senvironmental
projects related to existing and proposed EPAcompliance standards excluding the Clean PowerPlan (actual costs may be significantly loweror higher
depending on the final requirementsand 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 KLTs ECR
mechanismand CPCNfiling, and Note 8 to the Financial Statements for infonnation on significant development plans.

Inaddition to cash on hand and cash from operations, the Registrants plan to fiind capital expenditures in 2016 with proceeds fromthe sources noted below.

Source

Issuance of common stock

Issuance of long-term debt securities
Equity contributions from parcnl'membcr
Short-term debt

X = Expected funding source.

Contractual Obligations

PPL PPL Electric LKE LG&E KL

The Registrants have assumed various financial obligations and commitments in the ordinary course ofconducting business. At December3l,2015,
estimated contractual cash obligations were as follows.
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Total 2016 2017- 2018 2019 • 2020 After 2020

PPL

Long-term Debt (a) S 19.171 S 485 S 642 S 1.341 s 16.703
interest on Long-term Debt (b) 16.206 863 1.688 1.669 11.986
Operating Leases (c) 141 33 52 25 31
Purchase Obligaliuns (d) 3.135 1.108 858 378 791
Other Long-term Liabilities

Reflected on the Balance

Sheet under GAAP (e) (f) 430 328 102

Total Contractual Cash Obligations S 39.0X3 s 2,817 s 3.342 S 3.413 s 29.511

PPL Electric

Long-term Debt (a) s 2.864 S 100 s 2.764
Interest on Long-term Debl(b) 2,693 s 129 s 258 258 2.048
Purchase Obligations (d) 122 24 49 49

Total Contractual Cash Obligations s 5,679 s 153 s 307 S 407 s 4.812

LKE

Long-term Debt (a) $ 5.135 s 25 $ 292 S 1.015 s 3,803
Interest on Long-term Debl(b) 3.555 198 395 395 2.567
Operating Leases (c) 112 25 44 21 22
Coal and Natural Gas Purchase

Obligations (g) 1,822 657 733 268 164
Unconditional Power Purchase

Obligations (h) 765 26 54 57 628
Construction Obligations(i| 274 257 15 1

Pension Benefit Plan Obligations (e) 30 30

Other Obligations 88 78 7 3

Total Contractual Cash Obligations s 11,781 s 1,296 s 1.540 $ 1.761 s 7,184

LG&E

Long-term Debt (a) s 1,659 s 25 s 292 S 40 s 1,302
interest on Long-term Debl{b| 1..100 65 124 119 992

Operating Leases (c) 62 14 27 11 10
Coal and Naiiinil Gas Purchase

Obligations (g) 893 312 320 145 116

Unconditional Power Purchase

Obligations (h) 530 18 38 39 435
Constriiciion Ohligations(i) 163 154 9

Pension Benefit Plan Obligations (e) 11 11

Other Obligations 24 20 3 1

Total Contractual Cash Obligiuions s 4,642 s 619 s 813 S 355 s 2.855

KU

Long-term Debt (a) s 2.351 S 500 s I.8SI

Interest on Long-term Dcbt(b) 1.96! s 90 s 186 190 1.495

Operating Leases (c) 47 10 16 10 II

Coal and Natural Gas Purchase

Obligations (g) 929 345 413 123 48
Uncondiironal Power Purchase

Obligations (h) 235 8 16 18 193

Construction Obligations(i) 88 80 6 1

Pension Benefit Plan ObJigations (e) 9 9

Other Obligations 26 20 4 2

Total Contractual (2ash Obligations s 5.646 s 562 s 641 S 845 s 3.598

(a)

<b)

(c)

<d)

(et

(0

<g)

Rellecls principal maturities based on stated maturit>'or earlier put dates. Sec Note 7 to the Fmancial Statements for a discussion of variable-rate rcmarkclabic bunds issued on
behalf of LG&E and KU. The Registrantsdo not have any signillcani capital lease obligations.
Assumes interest payments through stated maturity or earlier put dales. Fur PPL. l.KI.. Ki&F and KU the payments herein are subject to change, as payments for debt that is or
becomes vanablc-ratc debt have been estimated and for PPL. payments denominated in British pounds sterling have been translated to U.S. dollars at a current foreign currency
exchange rate.
Sec Note 9 to the Financial Statements for additional information,

The amounts include agreements to purchase goods or services that are enforceable and legally binding and specify ail significant terms, including: fixed or minimum quantities
to be purchased: fixed, minimum or variable price provisions; and the approximate timing of the transaction. Primarily includes as applicable, the purchase obligations of
electricity, coal, nuclear fuel and limestone as well as certain construction expenditures, which are also included in the Capital Expenditures table presented above.
The amounts for PPL include WPD's contractual deficit pension funding requirements arising from actuarial valuations performed in March 2011. The U.K. electricity regulator
currently allows a recovery of a substantial ponion of the contributions relating to the plan deticii. The amounts also include contributions made or committed to be made in 2016
for PPL's and LKE's U.S. pension plans (for PPL Electric. LG&E and KU includes their share o( these amounts). Based on the current funded status of these plans, except for
WPD's plans, no cash contributions are required. See Note 11 to the Financial Statements for a discussion of expected contributions.
At December 31. 2015. total unrecognized tax benefits of S5 million for PPL were excluded from this table as management cannot reasonably estimate the amount and period of
future payments.
Represents contracts to purchase coal, natural gas and natural gas transportation. Sec Note 13 to the Financial Statements for additional information.
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(h) Represents future minimum paymentsunder OVECpower purchaseagreements through June 2040. See Note 13 to the Financial Statements for additional information.
(i) Represents construction commitments, including commitments for theLG&E's Mill Creek and KU's Ghent and E.W. Brown ensironmcntai air projects:. LG&E's and KU's E.W.

Brown SolarGnii, KE"s E.W. Brown landfill and LG&E's OhioFalls refurbishment which are alsoreflected in (heCapital Expenditures tablepresented above.

Dividends/Distributions

(FPU

PPLviewsdividends as an integral component of shareowncrreturn and expects to continue to pay dividends in amounts that are within the context of
maintaining a capitalization structure that supports investment grade credit ratings. In Novcmbcr2015. PPLdeclared its quarterly common stock dividend,
payableJanuary 4. 2016. at 37,75cent.s per .share (equivalent to SI .51 perannum). On February 4.2016. PPL announced that the companyis increasing its
common stock dividend to 38 cents per share on a quarterly basis (equivalent to SI.52 per annum). Future dividends will be declared at the discretion of the
BoardofDirectors and will depend upon futureearnings, cash (lows, financial and legal requirementsand other relevant factorsat the time. Subject to certain
exceptions. PPL may not declare or pay any cash dividend or distribution on its capital slock during any period in which PPLCapital Funding defers intere.st
payments on its 2007 Series A Junior Subordinated Notes due 2067 or 2013 Series B Junior Subordinated Notes due 2073. At December 3 1. 2015, no interest
payments were deferred.

See Note8 for information regarding the June 1.20(5 distribution to PPL's shareownersofa newly formed entity, Holdco, which at closing owned all of the
memberehip interests of PPL Energy Supply and all of the common stock ofTalen Energy.

tPPL Electric. LKE. LG&E and KU)

From time to time, as determined by their respective Board of Directors or Board of Managers, the Registrants pay dividends or distributions, as applicable, to
their respective shareholders or members. Certain of the credit facilities ofPPL Electric. LKE. LG&E and KU include minimum debt covenant ratios that
could effectiveiy restrict the payment ofdividends ordisiributions.

<Ail Registrants)

Sec Note 7 to the Financial Statements for these and other restrictions related to distributions on capital interests for the Registrants and their subsidiaries.

Purchase or Redemption ofDebt Securities

The Registrants will continue to evaluate outstanding debt securities and may decide to purchase or redeem the.se securities in open market or privately
negotiated transactions, in exchange transactions or otherwise, depending upon prevailing market conditions, available cash and other factors, and may be
commenced or suspended at any time. The amounts involved may be material.

Rating Agency Actions

Moody's. S&P and Fitch periodically review 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.

A credit rating rcllect.san 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 ofMoody's, S&P and
Fitch are not a recommendation to buy, sell orhold 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 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 to capital markets and cost ofbotrowing under their credit facilities. A
downgrade in the Registrants' or their subsidiaries' credit ratings could result in higher bom>wing costs and reduced access to capital markets. The Registrants
and their subsidiaries have no credit rating triggers that would result in the reduction ofaccess to capital mai^tets or the acceleration ofmaturity dates of
outstanding debt.

The following table sets foith the Registrants' and their subsidiaries' credit ratings for outstanding debt securities or commercial paper programs a.sof
December31,2015.
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Table I'TCunienis

PPL

PPL Capital Funding
WPD pic
WPD (East Midlands)
WPD (West Midlands)
WPD (South Wales)
WPD (South West)

PPL and PPL Electric

PPL Electric

PPL and LKE

LKE

LG&E

KU

Issuer

Senior Unsecured

Moodv's

Baa2

Baa3

Baal

Baal

Baal

Baal

Baal

S&P

BBBe

BBB+

A-

A-

A-

A-

BBB^

Senior Secured

Moodv's

A1

A1

Al

S&P

Commercial Paper

Moodv's

P-2

P.2

P-2

P-2

S&P

A-2

A.2

A-2

A-2

The rating agencies have taken the followingactions related to the Registrants and their subsidiaries.

In January 2015, Fitch withdrew its ratings for PPL. PPLCapital Funding. PPL Electric, LKE, LG&E,and KU.

(PPU

In May 2015. Moody's upgraded the following ratings with a stable outlook:
• the long-term issuer rating finrn Baa3 to Baa2 for PPL;
• the senior unsecured rating from Baa3 to Baa2 for PPL Capital Funding: and
• thejuniorsubordinatcd rating from Bal to Baa3 for PPL Capital Funding.

In May 2015, Fitch affirmed and withdrew itsrating.s for PPL UK Di.siributionHoldings Limited (fomierly known as PPL WW), WPD(South Wales) and WPD
(South West).

In June 2015, S&P upgraded the following ratings with a stable outlook;
• the long-term issuer rating from BBB to A- for PPL;

• the senior unsecured rating from BBB- to BBB-^ for PPLCapital Funding; and
• the junior subordinated rating from BB- to BBB for PPL Capital Funding

In June 2015. S&P affirmed the short-teim issue ratings for WPD pic, WPD (East Midlands). WPD (West Midlands). WPD
(South Wales) and WPD(South West). S&Palso upgraded the following ratings with a stable outlook;

• the long-term issuer rating fhjm BBB to A- for WPDpic, WPD(East Midlands). WPD(West Midlands). WPD(South Wales) and WPD(South
West);

• the senior unsecured raiing from BBB- to BBB+ for WPD pic; and
• the senior unsecured rating from BBB to A- for WPD (East Midlands). WPD (West Midlands), WPD (South Wales) and WPD (South West).

In August 2015. S&P affirmed its ratings with a stable outlook for WPD pic. WPD (East Midlands), WPD (West Midlands).
WPD (South Wales) and WPD (South West).

InOciober2015. Moody'sand S&Passigned ratings of P-2and A-2to PPLCapital Funding's S600 million commercial paper program.S&Palso assigned a
short-term issuer rating of A-2 to PPL.

In November 2015, Moody's and S&P assigned ratings of Baa3 and BBB+ to WPD pic's £500 million 3.625% Senior Unsecured Notes due 2023.

In November 2015, Moody's withdrew its short-term ratings for WPDplc. WPD(Ea.st Midlands) and WPD (South West).

(PPL and PPL Electric)

In May 2015. Moody's affirmed its ratings and revised its outlook to positive for PPL Electric.
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Table orConlents

In June 2015, S&P affirmed iiscommercial paper rating and upgraded thefollowing ratings with a stable outlook forPPL Electric:
• the long-term issuer rating from BBB to A-; and
• the senior secured rating from A- to A.

In September2015.Moody's affirmed itscommercial paper rating and upgraded thefollowing ratings with a stable outlook forPPL Electric:
• the long-term issuerraiing from Baal to A3; and

• the senior secured rating fromA2 to Al.

In Scptember20I5,Moody'sand S&P assigned ratings ofAl and Ato PPL EIectric'sS350 million 4.15% First Mortgage Bonds due2045.

(PPL LKE. LG&E and KU)

In May 2015, Moody's upgraded the following ratings with a stable outlook for LKE:
• the long-term issuerrating from Baa2 to Baal; and
• the senior unsecured rating from BaaZ to Baa I.

InJune2015,S&P affirmed itscommercial paperratings for LG&E and KU. S&P also upgraded the following ratings with a stableoutlook:
• the long-term issuer ratings Prom BBB to A- for LKE. LG&Eand KU;
• the senior secured ratings from A-to A for LG&E and KU; and
• the senior unsecured rating Irom BBB-to BBB + forLKE.

In June 2015. S&P upgraded its ratings from AA-^ to AAA forKU's 2000 Series.A Solid Waste Disposal FacilityRevenue Bonds, KU's 2004 Series Aand 2008
Series A Environmental Facilities RevenueBondsand KU's 2006 SeriesB Environmental FacilitiesRevenueRefundingBondsand removed themfrom
CreditWatch with positive implications.

In September2015. Moody's and S&Passigned ratings of AI and A to LG&E's S300 million 3.30% FirstMortgage Bonds due 2025. LG&E's S250 million
4.375% Piret Mortgage Bonds due2045,KU's S250million 3.30% First Mortgage Bonds due 2025andKU's S250million 4.375% First Mortgage Bonds due
2045.

Ratings TriaQers

(PPL)

Asdiscussed in Note7 to the Financial Statements, certainof WPD's senior unsecured notes maybe put by the holdersto the issuerforredemption if the long-
termcredit ratings assigned to the notes arc withdrawn by any of the rating agencies (Moody'sor S&P)or reduced to a non-investment grade rating ofBal or
BB+or lower in connection with a restructuringevent. A restructuringevent includes the loss of. or a material adverse change to. the distribution ]icen.se.s
underwhich WPD (East Midlands). WPD (South West). WPD (South Wales)and WPD (West Midlands)operateand would be a triggerevent foreach
company. These notes totaled £4.4 billion (approximately S6.6 billion) nominal value at I!>ccember31. 2015.

(PPL LKE. LG&E and KU}

Variousderivative and non-dcrivativc contracts, including contracts forthe sale and purchase of electricity and fuel, commodity transportation and storage,
interest rateand foreign currency instruments (forPPL). contain pa>visions that require the postingof additionalcollaieral.or permitthe counterparty to
terminate the contract, if PPL's.LKE's. LG&E'sor KU'sor their subsidiaries'credit rating, as applicable, were to fall below investment grade. See Note 17 to
the Financial Statements fora discussion of "Credit Risk-RelatedContingent Features." including a discussion ofihc potential additional collateral
requirements forPPL. LKF and LG&E for derivative contracts in a net liability position at December 31. 2015.

Guarantees for Subsidiaries iPPL)

PPL guarantees certain consolidated affiliate financing arrangements. Some of the guarantees contain financial and other covenants that, if not met, would
limit oriesirict the consolidated affiliates' access to funds under these financing
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arrangements, accelerate maturity of such arrangements or limit theconsolidated afdiiaies' ability to enterintocertain transactions. At this time. PPL believes
that these covenants will not limit access torelevant funding sources. See Note 13 tothe Financial Statements foradditional information about guarantees.

Off-Balance Sheet Arrangements (AllRegistrants)

The Registrants have entered into certain agreements that may contingently require payment to aguaranteed or indemnified party. See Note 13 to the
Financial Statements fora discussion of these agreements.

Risk Management

Market Risk

(All Registrants)

See Notes 1.16,and 17to theFinancial Statements for information about theRegistrants'risk management objectives, valuation techniques and accounting
designations.

The forward-looking information presented belowprovidesestimatesof whatmayoccur in the future, assuming certainadversemarket conditionsand model
assumptions. Actual future insults may differ materially from thosepresented. These disclosures arenotprecise indicators of expected future losses, but only
indicators of possible losses under nomial market conditions at a given confidence level.

Interest Rate Risk

The Registrantsand their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The Regi-strants 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 ratesin anticipationoffuiure financing, when appropnate.Risk limits underthe riskmanagement program are
designed to balance risk exposure to volatility in interest expense and changes in the fairvalue of the debt portfolios due to changes in the ab.solute level of
interest rates.

The following interest rate hedges were outstanding at December 31.

PPL

Cash flow liedges
Interest rate swaps (c)
Cross-currency swaps (d)

Economic hedges
Interest rate swaps (e)

I.KE

Cash flow hedges
Interest rate swops (c)

Economic hedges
Interest rate swaps (e)

LG&E

Cash flow hedges
Interest rate swaps (c)

Economic hedges
Interest rate swaps (e)

KL

Cash flow hedges
Interest rate swaps (c)

Exposure
Hedged

300

1.262

179

179

179

2015

Fair Value.

Net - .Asset

(Ltabiltiv) (a>

Effect of a

I0"/o Adverse

Movement

in Rates (b)

(24) $
87

(48)

(48)

(48)

(7)
(152)

(2)

(2)

(2)

Maturities

Ranging
Through

2026 S

2028

2033

2033

2033

Exposure
Hedged

2014

Fair Value.

Net - .Asset

(Llabilitv) (a)

Effect of a

10% Adverse

Movement

In Rates (b)

1.600 S

1.262

179

(108) $
27

(49)

(59)
(165)

(3)

1,000

179

500

179

500

(6«)

(49)

(33)

(49)

(33)

(44)

(3)

(22)

(3)

(22)

(n) Includes accrued interest, if applicable.
Ibl Effects of adverse movemeni.sdecrease assetsor increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities represent a 10% adverse

movement in interest rates, except for crosst-currency swaps which also includes a 10% adverse movement in 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 reclas-sified

into earnings in the same period during which the item being hedged affects earnings,
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(d)

(e)

Cross-currency swaps are uiilized tohedge the principal and interest payments ofWPD's U.S. dollar-denominated senior notes. Changes in the fair value ofthese instruments are
recorded in equity and recla.s.siried into earnings in the same period during which the item being hedged affects earnings.
Realized changes in the fair value ofsuch economic hedges arc recoverable through regulated rales and any subsequent changes in the fair value of these derivatives arc included
in regulatory as.scis or regulatory liabiliijes.

The Registrants are exposed to apotential increase in interest expense and to changes in the fair value oftheir debt portfolios. The estimated impact ofa 10%
adverse movement in interest rates on interest expense at December31,2015 and 2014 was insignificant forPPL. PPL Electric. LKE. LG&E and KU.The
estimated impact ofa 10%adterse movement in interest rales on the fairvalue of debt at December31 is shown below.

PPL

PPL ticciric

LKE

LG&E

KU

10% Adverse Movement In Rates

2015

710

152

192

69

104

2014

707

132

138

44

82

Foreign Currency Risk (PPL)

PPL isexposed toforeign currency risk primarily through investments in U.K. affiliaies. Under its risk management program. PPL may enterintofinancial
instruments tohedge certain foreign currency exposures, including translation risk ofexpected earnings, firm commitments, recognized assets orliabilities,
anticipated transactions and net investments.

The following foreign currency hedges wereoutstanding at December31.

Net invesimenl

hedges(b)
Economic

hedges (c)

Exposure
Hedged

Fair Value.

Net - Asset

(Liability)

SO S 10 $

1.831 198

2015

Effect of a 10%

Adverse Movement

in Foreign Currency
Exchange Rates (a)

(7)

(246)

Maturities

Ranging Elxposure
ITtrougfa Hedged

2014

Fair Value.
Net • Asset

(Liability)

Effect of a 10%

Adverse Movemeni

in Foreign Currency
Exchange Rates (a)

2016 £ 217 S >7 S

2017 U68 111

(34)

(193)

(a) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an as.sei becoming a liability.
(bl To protect the value of a portion of its net inveameni in WPD, PPL executes forward contracts to sell GBP,
(c) To economically hedge the translation of expected earnings denominated in GBP.

CommodiTyPrice Risk (Nan -trading)

(PPL LKE. LG&E and KU)

LG&E's and KUsretailelectric rate.s. LG&E's natural gas ratesand KU's municipal wholesale electricratesare set by regulatory commission.s and the fuel
costs incurred aredirectly recoverable from customers.As a result. LG&E and KU arc subject to commodity price risk foronly a small portion ofiheir
business operations. LG&E and KU sell excess economic generation to maximizethe value of the physical assets at times when the assets are not required to
serve LG&E's or KUs customers. See Note 17 to the Financial Statements for additional information.

(PPL and PPL Electric)

PPLElectric is exposed to market price and volumetric risks from its obligation as a PLR.The PUChas approved a cosi recovery mechanismthat allows PPL
Electric to pass through to customers the cost associated with fulfilling its PLRobligation. This cost recovery mechanismsubstantially eliminates PPL
Electric's exposure to market price risk. PPL Electricalso mitigatesits exposure to volumetric risk by entering into full-requirement enei^y supplycontracts
forthe majority of its PLR obligations.Thesesupply contractstransfer the volumetric riskassociatedwiththe PLR obligation to the energysuppliers.
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(All Registrants)

Defined Benefit Plans • Securities Price Risk

See "Application ofCritical Accounting Policies -Defined Benefits" for additional information regarding the effect ofsccurities price nsk on plan assets.

Credit risk is the risk that the Regi.strants would incurs loss as a result ofnonperformance by counterparties oftheir contractual obligations. The Registrants
maintain credit policies and procedures with respect tocounterparty credit (including requirements that counterparties maintain specified credit ratings) and
require other assurances in the form ofcredit support orcollateral in certain circumstances in order tolimit counterparty credit risk. However, the Registrants,
as applicable, have concentrations ofsuppliers and customers among electric utilities, financial institutions and energy marketing and trading companies.
These concentrations may impact the Registrants'overall exposure tocredit risk, positively ornegatively. ascounterparties may be similarly aflccted by-
changes in economic, regulatory or other conditions.

(PPL and PPL Electric)

In 201.the PUC approved PPL Elcctric's PLR procurement plan for the period of June2013 through May 2015.Todate.PPL Electric hasconducted all of
itsplanned competitive solicitations. In 2014. PPL Electric filed a request with the PUC for approval ofPPL Elcctric's PLR procurement plan for the period of
June 2015 through May 2017. which was approved in January 201.5.

Under thestandard Supply Master Agreement (the Agreement) for thecompetitive solicitation process. PPL Electric requires all suppliers to post collateral if
theircreditexposure exceeds an established credit limit. Intheevent a supplierdefaults on itsobligation. 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 31.2015. most of the
successful bidders underall oflhc solicitations hadan investment grade credit rating from S&P, and were not required to postcollateral underthe Agreement.
Asmallportionofbidders were required to post an insignificant amountofcollateral under the Agreement. There is no instanceunder the Agreement in
which PPL Electric is required to post collateral to its suppliers.

See Notes 14. 16and I7 to the Financial Statements foradditional information on the competitive solicitation process, the Agreement,credit concentration
and credit risk.

Foreign Currency Translation (PPL)

The valueot the British pound sterling fluctuates in relationto the U.S. dollar. In 2015. changes in this exchangerate resulted in a foreign currency
translation lossofS240 million,which primarily reflected a S589milliondecrease to PP&E and goodwilloffsetby a decrease ofS349 million to net
liabilities,in 2014.changesin this exchangerate resulted in a foreign currency translation lossofS290 million,which primarily reflected a S680 million
decrease to PP&E andgoodwill offset by a decrease ofS390 million to net liabilities. In2013.changes in this exchange rate resulted ina foreign currency
translation gain ofSl50 million, which primarilyreflected a S330 million increase to PP&E and goodwill oITset by an increase ofSI80 million to net
liabilities. The impact of foreign currency translation is recorded in AOCI.

(All Registrants)

Related Party Transactions

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 14 to the Financial Statements for additional
information on related party transactions for PPL Electric. LKE. LG&E and KU.

Acquisitions, Development and Divestitures

The Registrants from time to lime evaluate opportunities for potential acquisitions, divestitures and development projects. Development projects are
recxamincd based on market conditions and other factors to detenninc wheiherto proceed with.
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modify orterminate iheprojects. Any resulting transactions may impact future financial results. See Note 8 to itie Financial Statements for infomiation on the
more significant activities.

(FPU

SeeNote 8 to the Financial Statements for information on the spinofTofPPL Energy Supply.

Environmental Matters

(All Registrants)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's. LKE's. LG&E's and KU's air emissions, waterdischarges and the
management ofhazardous and solid waste, aswell asother aspects of the Registrants' businesses. The cost ofcompliance oralleged non-compliancc cannot
bepredicted with certainty but could besignificant. In addition, costs may increase significantly ifthe requirements orscope ofenvironmental laws or
regulations, orsimilar rules, are expanded orchanged. Costs may take the form of increased capital e.xpenditures oroperating and maintenance expenses,
monetary fines, penalties orother restrictions. Many ofthese environmental law considerations are also applicable tothe operations ofkey suppliers, or
customers, such ascoal producers and industrial power users, and may impact thecosi for theirproducts or theirdemand for theRegistrants' serx ices.
Increased capital andoperating andmaintenance expenses aresubject to rate recovery. PPL. PPL Electric. LKE. LG&Eand KU canprovide no assurances as
to the ultimate outcomeof future environmental or rate pa>ceedings before regulatory authorities.

SeeNote 13to the Financial Statements fora discussion of the more significantenvironmcnla! matters including:
• Legal Matters.
• Climate Change.
• Coal Combustion Residuals.

• Effluent Limitations Guidelines.

• Mercury and AirToxics Standards.

• National Ambient AirQuality Standards.and
• Superfund and Other Remediation.

Additionally, see "Item 1. Business - Environmental Matters" for additional information on environmental matters.

(PPL. LKE. LC&E and KU)

Coal Combustion Residuals fCCRsf

InCVlober 2015. the EP.A's final rule regulatingCCRsbecame clTective. Inconnection with the linal CCR rule. LG«&E and KU recorded increases to existing
.AROs of S228million dunng 2015.See Note 19to the Financial Statements foradditional information. Furtherincreases to AROs or changes to current
capital plansor to operatingcosts may be required as estimatesare refined basedon closuredevelopments, groundwatermonitoring resultsand regulatory or
legal proceedings. SeeNote6 fordetails surrounding the CK'N and ECR filingsthat requestrate recovery of the costs relatedto this rule.

/.•ill Regisiranis)

Competition

See "Competition" under each of PPL's reporlable segments in "Item 1.Business - General - Segment Information"and "Item IA. Risk Factors"fora discussion
ofcompetitive factors affecting the Registrants.

New Accounting Guidance

SeeNotes I and 21 to the Financial Statements fora discussion ofncw accountingguidance adoptedand pending adoption.

ADDlication of Critical Accounting Policies

Financial condition and resultsof operationsare impacted by the methods, assumptions and estimates used in the applicationof criticalaccountingpolicies.
The following accounting policies are paniculariy imponani to an understanding of the reported financial condition or results of operations, and require
management to make estimates or other judgments of

77

iJ'liriRF' i!'l •' .• 'v I'riVkir'inj I', i>i( inllf-nl R-rif
ThBmtormalton contained hvtiu m»y iio\ bi copied, adapted or distributad artd Mnoi eitnimtad tn be accurata compM? or (itnol/ yhn uea asmmps aHnstm tar any dfOKtiet ot losaaa aritmg from any use ot ttuh UdomaHon
SKepiro (/ivexTwit sue/) damages or losses cannot hellmltad o; excluded by appllcJdilelaM Past tinand^ perfonnvtce is no guarantee ot liituie results



r.-ible t'l (.'anicnis

matters that are inherently uncertain. Changes intheestimates orother judgments included within these accounting policies could result ina significant
change to the informationpresented in the Financial Statements (these accounting policies are also discussed in Note I to the Financial Statements).Senior
management has re\iewed with PPL's AuditCommittee thesecriticalaccounting policies, the following disclosures regarding their applicationand the
estimates and assumptions regarding them.

Price Risk Management (PPU

See"Price Risk Management" in Note I to the Financial Statements, as wellas "Financial Condition - Risk Management" above.

Defined Benefits

{AU Regisirania)

Ccnain of the Registrants" subsidiaries sponsoror participatein.as applicable, variousqualified funded and non-quaiified unfunded definedbenefitpension
plansand both funded and unfunded other postretiremen i benefitplans.Theseplansare applicableto the majority of the Registrants' employees (based on
eligibility fortheir applicableplans). The Registrants and ccnain of their subsidiariesrecord an as.sci or liability to recognize the funded statusof all defined
benefitplans withan olTseiting entry to .AOCl or in the caseof PPL Electric. LG&E and KC. regulators' assetsand liabilities foramountsthat areexpectedto
be recovered through regulated customerrates. Consequently, the funded status of all defined benefit plans is fully recognized on the Balance Sheets.See
Notes 6 and 11 to the Financial Statements for additional information about the plans and the accounting for defined benefits.

A summary of plan sponsors by Registrant and whether a Registrant or its subsidiaries sponsor (S)or participate in and receives allocations (P) from those
plans is shown in the table below.

Plan Sponsor PPL PPl.Eleclric UyE LC&F. KU

PPL Services S P
WPD(a) S

LKE S P P
LG&H S

(a) Does noi i^on.sor or participate in otlicr po.stretiremeni benefiis plans.

Management makescertain assumptions regarding the valuation ofbenefit obligations and the performanceof plan assets. Assuch, annual net periodic
defined benefit costs are recorded in current eamings or regulatory assets based on estimated results. Any differences between actual and estimated results are
recorded in AOCI,or in the case of PPL Electric. LG&E and KU.regulatory assets and liabilities, for amounts that arc 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 a smoothed recognition ofcosts over the working lives of the employees who benefit under the plans. The primary assumptions are:

• Discount Rate • The discount rate is used in calculating the present value ofbenefiis. which is based on projections ofbenefit payments to be made in the
future.The objective in selecting the discount rate is to measure the single amount that, if invested at the measurementdale in a portfolio of high-quality
debt instruments, would provide the necessary future cash flows to pay the accumulated benefits when due.

• Expected Rcliim on Plan As.sets- Management projects the long-term rates of return on plan assets that will be earned overthe life of the plan. These
projected returns reduce the net benefit costs the Registrants record currently.

• Rale ofCompensalion Increase - Management projects employees' annual pay increases, which are used to project employees' pension benefits at
retirement.

• Health Care Cost Trend Rale - 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 of
employees covered under their defined benefit pension and other postrctirement benefit

78

.|1 I'i'' UHii', i; I.;. "c '''l i M 1

Th» intormelion rontiined ftensn may not 09 copied, acleprcdor dislnburedenOiti not worriirKixffu b»taurase. compteleot limsty Tftoutscr assi^/nesa" rislc 'o/ any dameo'^ O' viiuiig from any use nl IhiMitlvrmation
aaevtlo theeuaiu sutJi damages or loasos canncit he llmlltid oi attluaad by apphaibh lanr Pasi tinanc^ performancen no guannlee of tutiin results



Tithle I'f ( onienis

plans. At Deeember3I. 2014. the plan sponsors adopted the new mortality tables issued by the Society ofActuaries in October 2014 (RP-2014 base tables)
for all U.S. defined benefit pension and otherpostretircmcnt benefit plans. In addition, plan sponsors updated the basis for estimating projected mortality
improvements and selected the IRS BB-2D two-dimensional impmvcment scale ona generational basis for all U.S. defined benefit pension and other
po.stretirement benefit plans. These new mortality assumptions retlecl the recognition ofboth improved life expectancies and the expectation ofconiinuing
improvements in life expectancies. The use ofthe new' base tables and improvement scale resulted in an increase toU.S. defined benefit pension and other
postretirement benefit obligations,an increase to future expenseand a decrease to funded status.

(FPU

In selecting the discount rate for its U.K. pension plans. WPD starts with acash flow analysis ofthe expected benefit payment stream for its plans. These plan-
specific cash flows are matched against aspot-rate yield curve to determine the assumed discount rate. The spot-rate yield curve uses an iBoxx Briti.sh pounds
sterling denominated corporate bond index as its base. From this base, those bonds with the lowest and highest yields arc eliminated todevelop an
appropriate subset ofbonds. Historically. WPD used thesingle weighted-average discount rate derived from the spot rates used to discount thebenefit
obligation. Concurrent with the annual remeasuremeni ofplan assets and obligations at December 31. 2015. WPD will begin using individual spot tales to
measureservice cost and interest cost beginning with the calculation of2016 net periodic defined benefit cost.

An individual bond matching approach, which isused for the U.S. pension plans asdiscussed below, isnot used for the U.K. pension plans because the
universe ofbonds in the U.K. is not deep enough to adequatelysupportsuch an approach.

(All Registrants)

In selecting thediscount rates forU.S. defined benefit plans, theplansponsors start with a cash flow analysis ofthe expected benefit payment stream for their
plans. The plan-specific cash flows are matched against thecoupons and expected maturity values ofindividually selected bonds. This bond matching
process beginswith the full universe of Aa-rated non-callable (orcallable with make-whole provisions) bonds, serving as the ba.se from which those with the
lowest and highest yields arc eliminated to develop an appropriate subset ofbonds. Individual bonds arethen selected based on the liming ofeach plan's
cash flows andparameters areestablished asto the percentage ofeachindividual bond issue thatcouldbe hypothetically purchased and thesurplus
reinvestment rates to be assumed.

Todetermine theexpected return on planassets, plansponsors project the long-term rates of return on planassets usinga best-estimate ofexpected returns,
volatilities andcorrelalions foreach asset class. Each plan'sspecific current and expected asset allocations arealsoconsidered indeveloping a reasonable
return assumption.

in selecting a rate of compensation increase,plan sponsors consider past experience in light of movements in inflation rales.

Thefollowing tableprovides the weighted-average assumptions used for discount rate, expected rctum on planassets and rale of compensation increase at
December 31.

Assumption / Registrant 2015 2014
Dismuni rule

Pension - PPL (U.S.) 4.59% 4.25%
Pension - PPL (U.K.) 3.68% 3.85%
Pension - LKE 4.56% 4.25%
Pension - LG&E 4.49% 4.20%
Other Postretirement - PPL 4.48% 4.09%
Other Postretiremen! • LKE 4.49% 4.06%

Expected return on plan assel.t
Pension - PPL (U.S.) 7.00% 7.00%
Pension - PPL (U.K.) 7.20*'.# 7.19%
Pension - LKE 7.00% 7.00%
Pension - LG&E 7.00% 7.00%
Other Postretirement - PPL 6.11% 6.06%
Other Postretirement - LKE 6.82% 6.85%
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Rate o! l ompenxatinn increase
Pension - PPL (U.S.)
Pension • PPL (U.K.)

Pension - LKE

Other Posiretiremeni - PPL

Other Postretirement - LKE

Inselecting health care costtrend rates, plansponsors consider pastperformance and forecasts ofhealthcare costs. AtDecember 31,2015, the health carecost
trendrateforall plans was6.8% for2016,graduallydeclining to an ultimatetrendrateof 5.0%in 2020.

Avariance inthe assumptions listed above could have a significant impact onaccrued defined benefit liabilities orassets, reported annual net periodic
defined benefit costs and AOC"! orregulatory assets and liabilities. At December 31. 2015. the defined benefit plans were recorded in theRegistrants'financial
statements as follows.

Balance Sheet;

Regulatory assets (a)
Regulatory liabilities
Pension liabilities

Other pustreiiremeni and posicTTipluyment
benefit liabilities

•AOC") (pre-ta.x)

Statement of income:

Defined benefits expense
lncrea.se (decrease) from

prior year

Assumption! Rcgiarant

PPL PPL Electric

809 S

24

1.415

217

2.977

58 S

12

469 S

183

67

IS S

LKE

340

24

299

128

74

38

14

2015 2014

LG&E

215

55

77

12

3

3.93% 3.91%

4.00% 4,00%

3.50% 3.50%

3.91% 3,86%

3.50% 3.50%

KU

125
24

46

42

10

5

(a) Asa resultof the 2014 Kentuckyratecase settlementthai becameeffective July 1. 2015. the differencebetweenpensioncost calculatedin accordance with LG&E'sand KU's
pensionaccountingpolicy and pensioncosl calculatedusing a 15 year amortization period for actuarialgains and losses is recorded as a regulatory asset. Asof December31,
2015, the balances were 510 million for PPL and LKE. 56 million for LU&E and 54 million for KU. See Note 6 for additional information.

The following tables reflectchanges in certain assumptions ba.sed on the Registrants'primary defined benefit plans. The tables reflect either an increase or
decrease in each assumplion. The inverse of this change wouldimpactthe accrued defined benefit liabilitiesor assets,reported annual net periodicdefined
benefit costs and A(XI or regulatory assets and liabilities by a similar amount in the opposite direction. The sensitivities below reflectan evaluation of the
change based solely on a change in that assumption.

Actuarial assumption

Discount Rate

Expected Return on Plan Assets
Rate of Compensation lncrea.se
Health Care Cost Trend Rate (a)

(a) Only impacts other postretirement benefits.

Actuarial assumption
PPL

Discount rale

Expected return on plan assets
Rate of compensation increase
Health care cosl trend rate (al

PPL Electric

Discount rale

Expected return on plan assets
Rate of compensation increase
Health care cost trend rale (al

iocrcase (Decrease) (Increase) Decrease

Defined Benefit

Liabilities

80

483

n'a

65

ft

36

n/a

6

I

AOCi

(pre-tax)

388

n a

54

I

Increase (Decrease)

Net Regulatory
.Assets

$ 95

na

II

5

56

n.'a

6

1

(0.25%)

(0.25%)
0.25%

1%

Increase (Decrease)

Defined Benefit

Costs

42

27

12
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Actuarial assumption
l.Ki:

Discount rates

i'^xpected return on plan assets
Rate of compensation increase
llculih care cost trend rate (a)

l.C&E

Discount rates

Fxpectcd return on plan assets
Rate of compensation increase
Health care cost trend rate (a)

Kl

Discount rates

lixpecied return on plan assets
Rate of compensation increase
Health care cost trend rate la)

(a) Only impacts other posiretircmcni benefits.

Goodwill Impairment fPPL LKE.LG&EandKUi

Goodwill is tested for impairmentat the reporting unit level. PPLhas determined its reporting units to be at the same level as its reportable segments. LKE,
LG&E and KU each operate within a single reportable segment and single reporting unit. A goodwill impairment test is performed annually or more
frequently if events or changes in circumstances indicate that the carrying amount of the reporting unit may be grcatcrlhan the reporting unit's fair value.
Additionally, goodwill is tested for impairment after a portion ofgoodwill has been allocated to a business to be disposed of.

PPL. LKE. LG&E and KU may elect either to initially make a qualitative evaluation about the likelihood ofan impairment ofgoodwill or to bypass the
qualitative evaluation and lest 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 ofa reporting unit is less than the carrying amount, the two-
step quantitative impaimtenl test is not necessary.

When the two-step quantitative impairment test is elected or required as a result of the step zero assessment, in step one. PPL. LKE. LG&Eand KUdetermine
whether a potential impairment exists by comparing the estimated fair value ofa reporting unit with its carrying amount, including goodwill, on the
measurement date. If the estimated fair value exceeds its carrying amount, goodwill is not considered impaired. If the carrying amount exceeds the estimated
fair value, the second step is perfomied to measure the amount of impairment loss, ifany.

The second step ofthe quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the same manner as the amount of
goodwill in a bu.sinesscombination. That is. the estimated fair value of a reporting unit is allocated to all of the assets and liabilities of that reporting unit as
if the reporting unit had been acquired in a business combination and the estimated fair value of the reporting unit was the price paid to acquire the reporting
unit. The excess of the estimated fair value of a reporting unit over the amounts assigned to its assets and liabilities is the implied fair value of goodwill. The
implied fair value of the reporting unit's goodwill is then compared with the carrying amount ofthai goodwill. If the carrying amount exceeds the implied fair
value, an impairment loss is recognized in an amount equal to that excess. The loss recognized cannot exceed the carrying amount of the reporting unit's
goodwill.

PPL elected to perform the two-step quantitative impairment test ofgoodwill for all its reporting units in the fourth quarter of 2015. Management used both
discounted cash flows and market multiples, which required significant assumptions, to estimate the fair value of the reporting units. Significant assumptions
used in the discounted cash flows include discount and growih rates, outcomes of future rate filings, projected operating and capital cash (lows and the fair
value ofdebt. Projected opcniting and capital cash flows is based on PPL'.s internal business plan, which assumes the occurrence ofcertain events in the
future. Significant assumptions used in the market multiples include utility sector market perlbmtance and comparable transactions.

Goodwill was$3.6 billion at December31.2015. which consistsor$2.9 billion related to the acquisition ofWPDand $662 million related to the acquisition
of LKE. Applying an appropriate weighting to both the discounted cash flow and market
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Increase (Dpcrfasf)

Defined Benefit

Liabllllies

62

n/a

10

5

21

n/a

2

17

n/a

3

3

(Increase) Decrease

AOCI

(pre-tas)

24

H'a

5

I

n/a

n/a

ti/a

n/a

n/a

nra

n/a

Increase (Decrease)

Net Regulator}'
Assets

38

n/a

5

4

21

n/a

2

1

17

n/a

3

3

Increase (Decrease)

Defined Benefit

Costs
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multiple valuations for themost recent Impairment tests performed asofOctober I. 2015. didnotrequire thesecond-step assessment and did notresult inany
impairment.

A high degree of judgment is required in developing estimates related to feirvalue conclusions. Adecrease in the forecasted cash flowsof 10%.an increase in
thediscount rate by0.25%, ora 10% decrease inthemarket multiples would notha\e resulted inan impairment ofgoodwill for these reporting units.

Loss Accruals (All Ref;isiranis)

Losses areaccrued forthe estimated impactsof variousconditions,situationsor circumstances involving uncertain or contingent future outcomes. Forloss
contingencies, the lossmust be accraed if (i) information is available that indicates it is probable thata lossha.s been incurred, giventhe likelihood of the
uncertain future outcomes, and(2)theamount of the losscan be reasonably estimated. Accounting guidance defines "probable" as cases in which "thefuture
eventor eventsare likely to occur." The accrual of contingenciesthat might result in gains is not recorded unless recovery is assured. Potential loss
contingenciesforenvironmental remediation, litigation claims,regulatory penaltiesand otherevents arecontinuouslyas.sossed.

Theaccounting aspects ofesiimaied lossaccmals include (1) the initial identification and recording of theloss. (2)thedetermination oftriggering events for
reducing a recorded loss accrual, and (3)theongoing assessment as to whether a recorded lo.ss accrual issufficient. .All three ofthese aspects require
significant judgment bymanagement. Internal e.xpenise and outside experts (such aslawyers and engineers) areconsulted, as necessary, to help estimate the
probability that a loss has been incurred and the amount (or range) oflhe loss.

Certain other events have been identified that could give rise to a loss,but that do not meet the conditions foraccrual. Such events are disclosed, but not
recorded, when it is "reasonably pos.sible" that a loss has been incurred. Accounting guidancedefines"reasonably possible" as casesin which"the future
event or events occurring is more than remote, but less than likely to occur,"

When an estimated lossis accrued, the triggering events forsubsequently adjusting the lossaccrual are identified,where applicable.The triggeringevents
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 ofloss
hasdiminished or beeneliminated. The following aresomeof the triggeringevents that provide forthe adjustmentof certain recorded lossaccruals:

• Allowances foruncollectibleaccountsarereduced when accountsarewritten ofi'aflcrprescribed collectionprocedureshave been exhausted,a better
estimate oflhe allowance is determined or underlying amounts arc ultimately collected.

« F.nvironmental and other litigationcontingenciesare reduced whenthe contingency is resolved and actual paymentsare made, a betterestimateof the loss
is determined or the loss is no longer considered probable.

• Actions or decisions by certain regulatorscould result in a better estimate of a previously recorded loss accrual.

Lossaccruals arc reviewedon a regular basis to assure that the recorded probable loss exposures are appropriate. This involves ongoing cotnmunication and
analyses with internal and external legal counsel, engineers, business unit management and other parties.

Sec Notes6 and 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 (PPL LKE. LG&EanJ KU)

.ARO liabilitiesarerequired to be recognized forlegalobligationsassociated with the retirement of long-livedassets.The initial obligation is measured at its
estimated fair value. .An AROmu.si be recognized when incurred if the fairvalue of the .ARC can be reasonably estimated. An equivalent amount is recorded
as an increase in the value of the capitalized asset and amortized to expense over the useful life of the asset. For LG&E and KU.costs of removal are collected
in rates,and thereforethe accretion and depreciation e.xpcnscs related to an .ARO are recorded as a regulatory asset, such that there is no earnings impact.

Sec Note 19 to the Financial Statements for additional information on AR(3s.
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In determining AROs. management must make significant judgments and estimates tocalculate fair value. Fair value is developed using an expected present
value technique based onassumptions ofmarkel participants that consider estimated retirement costs incurrent period dollars that areinflated to the
anticipated retirement dateandthen discounted back to thedate the .ARO was incurred. Changes in assumptions andestimates included within the
calculations of the fairvalueof AROs could result in significantly dilTcrent resultsthan lho.se identifiedand recorded in the financial statements. Estimated
ARC costs and selllemeni dates, which affect thecarrying value ofthe .ARC and the related capitalized asset, are reviewed periodically toensure that any
material changes areincorporated intothe latest estimate ofthe ARC. Any change to the capitalized asset, positive ornegative, isgenerally amortized over
the remaining life ofthe associated long-lived asset.

AtDecembers1,2015, the total recorded balancesand information on the mostsignificantrecorded AROs wereas follows.

Most SignlficatU AROs
Total

ARO Amount

Recorded Recorded % of Total Descrtptioo

S 586 S 430 73 Ash ponds, landniisand natural gasmains
535 430 80 Ash ponds, landfillsand naturalgas mains
175 102 58 Asli ponds, landfillsand naturalgas mains
360 .328 91 .AnH ponds and landfills

Themost significant assumptions surrounding AROs are the forecasted retirement costs (including thesettlement dates and thetiming ofcash flows), the
discount rales and theinflation rates. At December 31. 201 5,a 10'% change to retirement cost would increase theARO liabilities by S44 million, A0.25%
decrease in the discount rate would increase theARO liabilities by S6million and a 0.25% increase in theinflation rale would increase the .ARO liabilities by
$6 million. For PPL, there would henosignificant change to theannual depreciation expense ofthe ARO asset or the annual accretion expense ofthe ARO
liability as a resultof thesechangesin assumptions. Asnoted above, these factors do not impact the Statements of Income ofLKE.LG&Eand KU,

Income Taxes (AllRcgisiranix}

Significant management judgment is required indeveloping the provision forincome taxes, primarily due to the uncertainty related to tax positions taken or
expectedto be taken in tax retums. valuationallowances on deferred tax assetsand whetherthe undistributed earningsof WPD are considered indefinitely
reinvested.

Significant management judgment is required to determine the amountofbenefil recognized related to an uncertain tax position.Tax positionsareevaluated
following a two-step process. The first step requires an entity to determine whether, basedon the technicalmeritssupportinga particularlax position, it is
more likely than not(greater than a 50%chance) that the tax position will besustained. Thisdetermination assumes that the relevant taxing authority will
examine the tax position and is awareof all the relevant factssunxnmdingthe tax position. The second step requiresan entity to recognize in the financial
statements the benefitol a tax position that meetsthe more-likcly-than-not recognition criterion.The benefit recogni/ed is measured at the largest amountof
benefit that hasa likelihoodofreaiizaiion. upon settlement,that exceeds50%. Management considersa numberof factors in assessing the benefit to be
recognized, including negotiation ofa settlement.

Ona quarterly basis,uncertain tax positionsare reassessed by considering information known as olThereporting date. Basedon management's assessment of
new information, a tax benefitmay subsequently be recognized fora previouslyunrecognized tax position,a previously recognized tax position maybe
derecognized. orthe benefit ofa previously recognized tax position may be remeasured. Theamounts ultimately paid upon resolution of issues raised by
taxing authoritiesmay dilTer materially from the amountsaccrued and may materially impactthe financial statements in the liiture. Unrecognized tax benefits
areclassified as current to the extent management expects to settle an uncertain tax position by payment or receiptofcash within one yearofthe reporting
dale.

At December 31, 2015.no significant changes in unrecognized tax benefits are projected over the next 12 months.

The need forvaluationallowances to reducedeferred tax assetsalso require significant management judgment.Valuationallowances are initially recorded
and reevaluated each reponing period by assessing the likelihoodofthe ultimaterealization ofa deferred tax asset.Management considers a numberof
factors inassessing the realization ofa deferred taxasset, including the reversal oftemporary diflerences. ftiture taxable income andongoing prudent and
leasible tax planning strategics. Any tax planning strategy utilized in this assessment must meet the recognition and meusuremcm criteria utilized to account
foran uncertain tax position. Management also considers the uncertainly posed by political risk and the effect of
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this uncertainty on Ihe various faciors thai management takes into account in evaluating the need for valuation allowances. The amount of deferred lax assets
ultimately realized may ditTer materially tiom the estimates utilized in thecomputation of valuation allowances and may materially impact the financial
statements in the future-

SecNote 5 to the Financial Statements for income laxdisclosures, including management's conclusion that the undistributed earnings ofWTD arcconsidered
indefinitely reinvested. Based on this conclusion,PPL Globaldoes not record U.S. incometaxeson WTD's undistributed earnings.

Regulatory Assets and Liabilities

(PPL)

WPD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem.As the regulatory model is incentive-based rather than
a cost recovety model, WPD is not subject to accounting forthe efTects of certaintypesof regulationas prescribed by GAAP forentitiessubject to cost-based
rate regulation. Therefore, the accounting treatment of adjustments to base demand revenue and/or allowed revenue is evaluated based on revenue
recognition and contingency guidance. Sec Note 1 to the Financial Statements for additional information.

(All Registrants)

PPL Electric. LG&E and KU. arcsubject to cost-based rate regulation. Asa result,the efTccis ofregulalory actions are required to be reflected in the financial
statements.Assetsand liabilities are recorded that result Iromthe regulated ratcmaking proce.ss that may not be recorded under GAAP fornon-regulaicd
entities. Regulatory assetsgenerallyrcpre.sent incurred costs that have beendeferred because.such costsareprobableof future recovery in regulated customer
rales. Regulatoty liabilitiesare recognized foramountsexpectedto be returned through future regulated customerrales. Incertaincases,regulatory liabilities
are recordedbased on an understanding or agreement with the regulator that rates have been set to recovercosts that are expected to be incurred in the future,
and the regulated entity is accountable forany amounts charged pursuant to such ratesand not yet expended for the intended purpose.

Management continually assesses whetherthe regulatory assetsare probableof future recovery by considering factors such as changesin the applicable
regulatory and political environments, the ability to recovercosts through regulated rates, recent rateordersto other regulated entities,and the statusof any
pending or potential deregulation legislation.Basedon this continualassessment, management believesthe existing regulatory assetsare probableof
recovery.This assessment rellecis the current political and regulatory climate at the slate and federal levels, and is subject to change in the future. Iffuture
recovery of costscea.ses to be probable,the regulatory assetwouldbe written-ofi". Additionally,the regulatory agenciescan provideflexibility in the manner
and liming ofrecovcry ofregulalory assets.

At December 31.2015. regulatory assetsand regulatory iiabililies were recorded as reflected in the table below.All regulatory assetsareeithercurrently
being recovered underspecific rateorders, represent amountsthat areexpected to be recovered in future ratesor benefit future periodsbased uponestablished
regulatory practices.

PPL

PPL Electric LKE LG&E KL

Regulatory assets $ 1.781 S 1,019 S 762 S 440 S 322
Regulatory liabilities 1,090 135 955 444 511

See Note 6 to the Financial Statements for additional infonnation on regulatory assets and liabilities.

Revenue Recognition - Unbilled Revenue (PPL Ekctrk . LKE. LG&E and KU)

Revenues related to the 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. For LG&E and KU.such unbilled revenue amounts reflect estimates ofdeliveries to customers since the date of the last reading of their
meters. The unbilled revenue estimates reflect consideration of factors including daily load models, estimated usage for each customer class, the cfTect of
current and different rate schedules, the meter read schedule, the billing schedule, actual weather data and where applicable, the impact ofweather
normalization or other regulatory provisions of rate structures. For PPL Electric, unbilled revenue amounts reflect actual deliveries since the date olThe last
billed meter reading multiplied by the estimated average cents per kWTi. At December 31. unbilled revenues recorded on the Balance Sheets were as follows.
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2015 2014

PPLElectric $ 9] $ jjj
I-KE 147 if,7
LG&E 67 76

80 91

Other Information (AllRegisirams)

PPL's Audit Committee has approved the independent auditor toprovide audit and audit-related services, tax services and other services permitted by
Sarbanes-Oxley and SEC mies. Theaudit and audit-related services include services inconnection 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 Elecd'ic lltllities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Cumpanv and Kentucky Utilities
Company

Referenceis made to "Risk Management"for the Registrants in "Item7. Combined Management'sDiscussionand AnalysisofFinancial Condition and
Results ofOperations."
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Report of Independent Registered Public Accounting Firm

The Board ofDirectors and ShareownersoTPPL Corporation

We have audited the accompanying consolidated balance sheets ol PPL Corporation and subsidiariesas of December 31. 2015 and 2014. and the related
consolidated statements of income, comprehensive income, equity, and cash flows for each of the three years in the period ended December 31.2015. Our
audits also included the financial siaiemenl schedule listed inthe Index at Item 15(aX2). These llnancial statements and schedule are theresponsibility ofthe
Company's management. Ourresponsibility is to expressan opinion on these financial statements and schedulebased on ouraudils.

We conducted our audits inaccordance 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 are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, aswell asevaluating theoverdll financial statement presentation. We believe that ouraudits
provide a reasonable basis for our opinion.

In ouropinion, the financial statements referred to above present fairly, in all material respects, theconsolidated financial position of PPL Coiporalion and
subsidiaries at December 31. 2015 and 2014. and the consolidated results of their operations and their cash flows for each of the three years in the period
endedDecember 31. 2015.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.pie.sents fairly in all material respects the infonnalion set forth therein.

Wc also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United Slates). PPL Corporation and
subsidiaries' internal control over financial reporting a.s of December 31.2015, 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 19. 2016. expressed an
unqualified opinion thereon.

Philadelphia, Pennsylvania
February 19.2016
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Report of Independent Registered Public Accountino Firm

The BoardofDirectorsand Shareowners ofPPL Corporation

We have audited PPL Corporation and subsidiaries' internal control overfinancial reporting asofDecember 31,2015,based oncriteria established in Internal
Control-Integrated Framework issued by the Committee ofSponsoring Organizations ofthe Treadway Commission (2013 framework) (the COSO criteria).
PPL Corporation and subsidiaries' management isresponsible for maintaining effective internal control over financial reporting, and for itsassessment ofthe
effectivenep ofinternal control over financial reporting included in Management's Report on Internal Control over Financial Reporting at Item 9A. Our
responsibility isto express anopinion on thecompany's internal control overfinancial reporting based onouraudit.

We conducted our audit in accordance with the standards ofthe Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit toobtain reasonable assurance about whether effective internal control over financial reporting was maintained inall material
respects. Our audit included obtaining an understanding ofinternal control over financial reporting, assessing the risk that amaterial weakness exists, testing
and evaluating thedesign and operating effectiveness of internal control based on the assessed risk, and performing such other procedures aswe considered
necessary in thecircumstances. We believe thatourauditprovides a reasonable basis for ouropinion.

Acompany's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and thepreparation offinancial statements for external purposes in accordance with generally accepted accounting principles. Acompany's internal control
over financial reporting includes those policies and procedures that (1) pertain to the maintenance ofrecords that, inreasonable detail, accurately and fairly
reflect the transactions and dispositions ofthe assets ofthe company; (2) provide reasonable assurance that transactions are recorded asnecessary topermit
preparation offinancial statements inaccordance with U.S. generally accepted accounting principles, and that receipts and expenditures ofthe company are
being made only in accordance with authorizations ofmanagement and directors ofthe company; and (3) provide reasonable assurance regarding prevention
ortimely detection ofunauthoiized acquisition, use,or disposition of thecompany's assets thatcouldhavea material effect on the financial statements.

Because of its inherent limitations, intemal control overfinancial reporting may not prevent ordetect misstatements. Also, projections ofanyevaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because ofchanges inconditions, orthat thedegree ofcompliance
with the policies or procedures may deteriorate.

Inouropinion, PPL Corporation and subsidiaries maintained, in all material respects, effective intemal control over financial reporting as of December 31,
2015, based on the COSO criteria.

We alsohaveaudited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets
ofPPL Corporation and subsidiaries asofDecember 31,2015 and 2014, and therelated consolidated statements of income, comprehensive income, equity,
and cash flows for each of the three years in theperiod ended December31,2015, and ourreport dated February 19,2016, expressed an unqualified opinion
thereon.

Philadelphia, Pennsylvania
Febmary 19, 2016

/s/ Ernst & Young LLP

Source; PPL CORP, lO-K, Febiuary 19, 2016 Powered by Morningstar • Document Research®
TheInformation contained hereinmaynot bocopied,adapted or diatributedand is not warranted(o be accurate,completeor timely. Theuser assumes allrisks tor artydamages or losses arisingfromany use of this Information,
escepl to the extent such damages or losses cannot bo limitedor excluded by applicable law.Past financialperformancetsno guaranleooffulure results.
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Report of Independent Registered Public Accounting Firm

The Board ofDireclore and ShareownerofPPL Electric Utilities Corporation

We have audited the accompanying consolidated balance sheets ofPPL Electric UtilitiesCorporation and subsidiaries as of December 31.2015 and 2014.
and therelated consolidated statements of income, equity, and cash flows foreachof the three years in the period ended December 31, 2015.These financial
statements are the responsibility of the Company's management. Ourresponsibility is to expressan opinion on these financial statements basedon our audits,

We conducted ouraudits inaccordance with thestandards of thePublic Company Accounting Oversight Board (United States), Those standards require that
we plan and perform the audit toobtain reasonable assurance about whether the financial statements are free ofmaterial misstatement. We were not engaged
to perfomi an audit of the Company's internal control over financial reporting. Our audits included consideration ofinternal control over financial reporting
asa basis for designing audit procedures thatareappmpriaie in thecircumstances, butnotfor thepurpose ofexpressing anopinion on theeflTeclivene-ss of the
Company's internal control overfinancial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basi.s. evidence
supporting theamounts and disclosures in thefinancial statements, assessing theaccounting principles used and significant estimates made bymanagement,
andevaluating theovetall financial statement presentation. We believe thatourauditsprovide a reasonable basisfor ouropinion.

In ouropinion, the financial statements referred to abovepresent fairly, in all material respects, the consolidated financial position of PPL Electric Utilities
Corporation and subsidiaries at December 3I. 2015 and 2014, and theconsolidated results of theiroperations and their cash flows for each of the three years
in the periodended December 31. 2015. in confomiity with U.S. generallyacceptedaccountingprinciples.

Philadelphia, Pennsylvania
Februarv 19, 2016
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Sole Memberof LO&E and KU Energy LLC

We have audited the accompanying consolidated balancesheetsof LG&E and KU Energy LLC and subsidiaries as of December 31. 2015 and 2014.and the
lelaied consolidated statements of income, comprehensive income, equity, and cash flows for each of the three years in the period endedDecember 31.2015.
Our audits also included the financial statement schedule listed in the Index at Item 15(aK2). These financial statements and schedule aretheresponsibility of
the Company's management.Our responsibility is to express an opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with thestandards of the Public Company Accounting Chersight Board (United Stales), Those standards require that
weplan and perfomi the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged
to perform an auditof the Company's internal control over financial reporting. Ouraudits included consideration of internal control over financial reporting
as a basis fordesigning audit procedures that are appropriate in the circumstances, but not forthe purpose ofcxpressing 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 lestbasis, evidence
supportingthe amountsand disclosures in the financial statements, assessing the accounting principlesusedand significant estimatesmadeby management,
and CN'aiuating the overall financial sialcmoni presentation. Webelievethat our audits providea reasonable basis forour opinion.

Inour opinion, the financial statements referred to above present fairly, in all maiena! respects, theconsolidated financial position of LG&E and KU Energy
LLC and sub.sidiaries at December 31, 2015 and 2014. and the consolidatedresultsof their operationsand their cash Hows foreach of the threeyears in the
period ended December 3I. 2015, 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.

/sj Ernst & Young LLP

Louisville. Kentucky
February 19.2016
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Report of Independent Registered Public Accounting Firm

The Board ofDireciore and Stockholderof Louisville Gas and Elecinc Company

Wehave audited the accompanying balance sheets of Louisville Gas and Electric Company as of Dccember31. 2015 and 2014. and the related statements of
income, equity and cash flows for each of the three years in the period ended December .31. 2015. These flnancial statements are the responsibility of the
Company's management. Ourresponsibility is to express an opinion on these financial statements based on ouraudits.

Weconducted ouraudits in accordance with the standards of the Public Company Accounting Oversight Board {Llnilcd Slates).Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial .statements are free ofmaterial misslatemeiit. We were not engaged
to perlbrm an audit of the Company's internal control over financial reporting. Ouraudits includedconsideration of internal control over financial reporting
as a basis fordesigning audit procedures that are appropriate in the circumstances,but not forthe puipose of expressing an opinion on the effectivenessof the
Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit aLso includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements,assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

Inour opinion, the financial statements referred to above present fairly, in all matenal respects, the financial position of Louisville Gas and Electric Company
at December 31. 2015 and 2014. and the results of its operations and its cash flows for each of the three years in the period ended December 3 I. 2015. in
conformity with U.S.generally accepted accounting principles.

/s/ Emst & Young LLP

Louisville. Kentucky
February 19.2016
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Report of Independent Registered Public Accounting Firm

The Board ofDirectors and Stockholder of Kentucky Utilities Company

We have audited the accompanying balance sheets of Kentucky Utilities Company as of December 31. 2015 and 2014, and the related statements of income,
equity and cash flows foreach of the threeyears in the periodended December 31. 2015. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on the.se financial statements based on our audits.

We conductedour audits in accordance with the standards of the PublicCompany Accounting Oversight Board(United States). Those standards require that
weplan and perform the audit to obtain reasonable assurance about whetherthe financial statements are free of material misstatement. We were not engaged
to perform an audit of the Company's internal control over financial reporting. Ouraudits includedconsideration of internal control over financial reporting
as a basis fordesigning audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the efiectivencss of the
Company's internal control over financial reporting. Accordingly,we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial siatemenl presentation. Webelieve 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, 2015 and 2014, and the results of its operations and its cash flows for each of the three years in the period ended December 31. 2015. in
conformity with U.S.generally accepted accounting principles.

Is! Ernst & Young LLP

Louisville. Kentucky
February 19. 2016
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions ofDollars, except share data)

2015 2014 2013

Operating Revenues $ 7,669 $ 7,852 S 7,263

Operating Expenses
Operation

Fuel

Energy purchases
Other operation and maintenance

Depreciation
Taxes, other than income

863

855

1,938
883

299

965

924

1,856
923

317

895

856

1,810
843

298
Total Operating Expenses 44138 4,985 4,702

Operating income 2,831 2.867 2,561

Other income (Expense) - net 108 105 (55)

Interest Expense 871 843 778

Income from Continuing Operations Before Income Taxes 2,068 2,129 1,728

Income Taxes 465 692 360

Income from Continuing Operations After Income Taxes 1,603 1,437 1,368

Income (Loss) from Discontinued Operations (net ofincome taxes) (921) 300 (238)

Net Income S 682 S 1,737 $ 1,130

Earnings Per Share of Common Stock:

Income fixtm Continuing Operations After Income Taxes Available to PPL
Common Shareowners:

Basic

Diluted

Net Income Available to PPL Common Shareowners:

Basic

Diluted

S

$

$

s

2J8 S

2J7 $

1.01 $

1.01 $

2.19 $

2.16 $

2.64 S

2.61 $

2.24

2.12

1.85

1.76

Dividends Declared Per Share of Common Stock s 1.50 S 1.49 $ 1.47

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

Diluted

669,814

672,586
653,504

665,973

608.983
663.073

The accompanyinfi Notes to Financial Stalemenisare an integral pan ofthe financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries
(Millions III Dolhiisl

2015 2014 2013

Net income $ 682 S 1,737 $ 1,130

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

Foreign currency translation adjustments, net of tax of$ 1, ($8), $4 (234) (275) 138
A\ ailable-for-sale securities, net of tax of (S9). (S3 9). (S72) 8 35 67

(^alifying derivatives, net of tax ofSO.S23. (S41) 26 (10) 45

Defined benefit plans:
Prior service costs, net of tax ofS6. ($4 ).($!) (9) 5 2

Net actuarial gain (loss), net oftax ofSb?. S225. (S73) (366) (509) 71

Reclassifications to net income-(gains) losses, net oftax expense (benefit):
Availabie-for-salc securities, net of tax ofS2. S7. S4 (2) (6) (6)
Qualifying derivatives, net oftax of(S15). S23, $80 2 (64) (83)
Equity invcstees'othercomprehensive (income) loss, net oftax ofSO. SO.SO (1)
Defined benefit plans:

Prior scr\ ice costs, net oftax of SO. (53). (S4) 4 6

Net actuarial loss, net of tax of (S46). (S34), ($49) 146 111 135

Total other comprehensive income (loss) (430) (709) 375

Comprehensive income S 252 S 1.028 S 1.505

••(•I [ficii'' in

The accompanying Soles to /-'inuncial Siaiemenis air an integral pah of the financial statemfiils.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries

iif Difllursj

2015

682

921

1.603

2014

1,737
(300)

1,437

2013

1,130

238

1,368

Cash FkiHs from Operating Activities
Net income

Loss (income) from discontinu«x] operations (net of incometaxes)
Income trom continuingoperations (net of incometaxes)
Adjustments to reconcile Incomefromctmtinuing operations (netof taxes)to net cash
provided by (used in) operating activities- continuingoperations

Depreciation 883 923 843
Amortization 59 65 66
Defined benefit plans • expense 56 48 125
Deferred income taxes and investment tax credits 428 666 387
Unrealized(gains) losses on derivatives, and other hedging activities (77) (187) 56

Adjustment to WPD line loss accrual 65 45
Other 17 66

Change in current assets and current liabilities
Accounts receivable 47 (123) (211)
Accounts payable (116) 40 127
Unbilled revenues 54 22 (56)
Prepayments (23) 87 39

Taxes payable (175) 161 51

Uncertain tax positions (17) (112)
Other 99 23 (66)

Other operating activities
Defined benefit plans • funding (499) (384) (450)
Settlement of interest rate swaps (101) 104
Other assets (19) 9 11
Other liabilities 53 23 120

Net cash provided by (used in) operating activities- continuing operations 2.272 2.941 2.447
Net cash provided by (used in) operating activities- discontinued op^ations 343 462 409

Nci cash provided by (used in) operating activities 2.615 3.403 2,856

Cash Rows from Investing Activities
Expenditures for property, plant and equipment (3,533) (3.674) (3,629)
Expenditures for intangible assets (37) (49) (53)
Purchases of other investments (120)
Process from the sale of other investments 136

Net (increase) decrease in resirictedcash and cash equivalents 8 19 -»

Other investing activibes (13) (2) 16

Net cash provided by (used in) in\ esting acbviries- conbnuing operations (3.439) (3.826) (3.664)
Net cash provided by (used in) investing activities - discontinued operations (149) 497 (631)

Net cash provided by (used in) investing activities (.3,588) (3,329) (4.295)
Cash Flows from Financing Activities

Issuance of long-term debt 2,236 296 2.038
Retirement of long-term debt (1,000) (237)
Repurchase of common stock (74)
Issuance of common stock 203 1,074 1,411
Payment of common stock dividends (1.004) (967) (878)
Contraa adjustmntt payments on Equity Units (22) (82)
N« increase (decrease) in shon-tcnn debt 94 147 405

Other financing activities (47) (29) (67)

Net cash provided by (used in) financingactivities- continuing operations 482 262 2.753

Net cash provided by (used in) financingactivities- discontinued operations (546) (846) 47

Net cash distributions to parent from discontinued operations 132 1,167 (1.169)

Net cash provided by (used in) financing activities 68 583 1,631
Effect of Exchange Rates on Cash and Cash Equivalents (10) (8) 8

Net (Increase) Decrease in Cash and Cash Equivalents Included In
Discontinued Operations 352 (113) 175

Net increase (Decrease) in Cash and Cash Equivalents (563) 536 375

Cash and Cash Equivalents at Hegmning of Period U99 863 488

Cash and Cash Equivalents at End of Period S 836 S 1,399 $ 863

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the perii>d for:

Interest - net of amount capitalized S 822 S 959 $ 916

Income taxes - net $ 179 S 190 $ 128

Theaccompanying Sales to Financial SiaiemeaLsarc an integral pan ofthe financial siaienients.

95

I-

Themlormalionconiamacltianiinmaynol Ovcopiatf, miapied or dlilrlbulea and a not tiammteO la be aaurate. aumplmeur Umnly Tlx; user itsM/mcs aff nstis loi.
ercqo' to Iheeaenl such dumnges or tngs^annal he Invited or excluded by eppUooOlel»e. Pasi Or^ircialparformenixn no guarenteeol future rtauns

I'l . ''"I'l iiini-iil Hcy-'.it':"
ny aatrmgos 0' lassv, arising from anyuserit Una mforinellon.



TuMl- uI Conteni.s

CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
<Millions III Dollars, shartw m lhousaiul.\i

Assets

Current Assets

2015 2014

Cash and cash equivalents s 836 5 1,399
Short-lenn investments 120
Accounts receivable (less reserve: 2015, S41: 2014.544)

Customer 673 737
Other 59 71

Unbilled revenues 453 517

Fuel, materials and supplies 357 381
Prepayments 66 75

Price risk management assets 139 79
Other current assets 63 55
Current assets ofdiscontinucd operations 2392
Total Current Assets 2,646 6.026

Property, Plant and F.quipment
Regulated utility plant 34,399 30.568
Less; accumulated depreciation - regulated utility plant 5,683 5.361

Regulated utility plant, net 28,716 25,207
Non-regulated property, plant and equipment 516 592

Less: accumulated depreciation - non-regulated property, plant and equipment 165 162

Non-regulated property, plant and equipment, net 351 430

Construction work in progress 1,315 2,532
Property. Plant and Equipmcnl.net 30J82 28,169

Other Noncurrent .Assets

Regulatory assets 1,733 1,562
Goodwill 3350 3.667
Other intangibles 679 668

Other noncurrenl assets 311 203

Noncurrent assets ofdiscontinued operations 8.311

Total Other Noncurrent Assets 6,273 14,411

Total Assets s 39301 5 48.606

The at companyiriji to Financial Statements arc an Iniffrral part ofthe financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidiaries
I\lilli(in\ III Ddllary. v/iuff.v in lhi'u^<iiul\l

Liabilities and Equity-

Current Liabilities

2015 2014

Short-term debt $ 916 $ 836
Long-term debt due within one year 485 1,000
Accounts payable 812 995
Ta.xcs 85 263
interest 303 298
Dividends 255 249

Customer deposits 326 304

Regulatory liabilities 145 91

Other current liabilities 549 632
Current liabilities of discontinued operations 2.771

Total Current Liabilities 3376 7,439

Long-term Debt 18363 17,054

Deferred Credits and Other Noncurrcnt Liabilities

Deferred income taxes 3.440 3.102
Investment tax credits 128 132

Accrued pension obligations 1,405 1.457

Asset retirement obligations 536 324
Regulatory liabilities 945 992

Otherdefeired credits and noncurreni liabilities 489 525

Noncurrent liabilities of discontinued operations 3,953

Total Deferred Credits and Other Noncurrent Liabilities 6.943 10,485

Commitments and Contingent Liabilities (Notes 5,6 and 13)

Equity-
Common slock - SO.01 par value (a) 7 7

.Additional paid-in capital 9,687 9,433
Earnings reinvested 2.953 6,462

Accumulated other comprehensive loss (2,728) (2,274)

Total Equity 9.919 13.628

Total Liabilities and Equity S 39301 S 48.606

(a) 780.000 shares authorized: 673.857 and 665.849 shares is-sued and outstanding at December 31. 2015 and 2014.

The accnmpanying Sotes in Financial Siatemenis are an iniegnilpan o/the/inancial siaiemcnis.
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries
I.Millions ol Dolhiri)

PPL Sharcowners

Ciimmun

stock Accumulated

shares Additional other Non-

outstanding Common paid-in Earnings comprehensive controlling
(a) stock capital reinvested loss Interests Tola!

Dccember31,2012 581.944 $ 6 $ 6.936 S 5,478 $ (1.940) S 18 $ 10.498
Common slock issued 50.807 1.437 1.437
Common stock repurchased (2,430) (74) (74)
Cash seltlemenl ofcquiiy forward

agreements (13) (13)
Stock-based compensation 30 30

Net income 1,130 1.130
Dividends and dividend equivalents (899) (18) (917)
Other comprehensive

income (loss) 375 375

Dccember3I,20I3 630.321 S 6 S 8.316 S 5,709 S (1,565) S $ 12,466

Common stock issued 35.528 S 1 S 1.089 $ 1.090
Stock-based compensation 28 28

Net income s 1,737 1.737
Dividends and dividend equivalents (984) (984)
Other comprehensive

income (loss) S (709) (709)

Dcccmber3I,2014 665.849 $ 7 S 9,433 $ 6.462 $ (2.274) $ 13,628

Common stock issued 8,008 S 249 S 249

Stock-based compensation 5 5

Net income s 682 682

Dividends and dividend equivalents (UOlO) (1.010)
Distribution ofPPL Energy Supply

(Note 8) (3.181) S (24) (3.205)
Other comprehensive

income (loss) (430) (430)

Deceml>cr31,20]5 673.857 $ 7 $ 9,687 s 2.953 $ (2,728) $ 9.919

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented at any shurcowncts' meeting.

The accompanying \oies tii Financial Siaiemenis are an integral pan o) the fmancial statements.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
tMilliiiiis (// Dol/jrsi

2015 2014 2013

Operating Revenues j 2,124 $ 2,044 $ 1,870

Operating Expenses
Operalion

Energy purchases
Energy purchases from affiliate
Other operation and tnaintenance

Depreciation
Taxes, otherthan income

Total Operating Expenses

Operating Income

Other Income (Expense) - net

interest Expense

Income Before Income Taxes

Income Taxes

Net Income (a)

(a) Net income approximates comprehensive income.

657 587 588

14 84 51

607 543 531

214 185 178

94 107 103

1,586 1.506 1.45!

538 538 419

8 7 6

130 122 108

416 423 317

164 160 108

S 252 S 263 S 209

Theaccompanying S'oies to Fwanciul SiaiemenKare an integral part of the Unancial Uiiiemeni.c
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TaMt; cif Conlent^

CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
I Millions or DiilUi'si

2015 2014 2013
Cash Flows from Operating Activities

Net income S 252 S 263 S 209
Adjustments to reconcile net income to net cash proN ided by (used in) operating activities

Depreciation 214 185 178
Amortization 26 19 19
Defined benefit plans • expense 16 15 21
Deferred income taxes and investment tax ciedils 220 87 127
Other (12) (23) (9)

Change in current assets and current liabilities
Accounts receivable 50 (64) (29)
Accounts payable (107) 30 12
Unbilled revenues 22 3 (6)
Prepayments (1) 1 36
Regulatory assets and liabilities 35 5 19
Taxes payable (108) 75 49
Other 21 10 (28)

Other operating activities
Defined benefit plans - funding (33) (23) (93)
Other assets (10) 19 8
Other liabilities 17 11 10

Net cash provided by (used in) operating activities 602 613 523

Cash Flows from Investing Activities
Expenditures for property, plant and equipment (1.097) (931) (903)
Expenditures tor intangible assets (10) (26) (39)
Net (increase) decrease in notes receivable from affiliate 150 (150)
Other investing activities (1) 16 12

Net cash provided by (used in) investing activities (1.108) (791) (1.080)

Cash Flows from Financing Activities
Issuance of long-term debt 348 296 348

Retirement of long-term debt (100) (10)
Contributions from PPL 275 263 205

Payment ofcommon stock dividends to parent (181) (158) (127)
Net increase (decrease) in short-term debt (20) 20

Other financing activities (3) (4) (4)
Net cash pan idcd by (used in) financing activities 339 367 442

Net Increase (Decrease) in Cash and Cash Equivalents (167) 189 (115)
Cash and Cash Equivalents at Beginning ofPeriod 214 25 140

Cash and Cash Equivalents at End of Period 5 47 S 214 S 25

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net ofamount capital ii-cd
Income taxes - net

Vic uccampanying Sows lit f'liuiiicial Sialenwni.s are an integral pan of the financial staiemenls.

tot

117

38

110

40

87

(45)
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Tjblo nt'C'niitcrHs

CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
/.Millions iij Dollars, slum's in iboiisanJsi

Assets

Current Assets

2015 2014

Cash and cash equivalents s 47 $ 214
Accounts receivable (less reserve: 2015. $ 16: 2014. S17)

Customer 286 312
Other 10 44

Unbilled revenues 91 113
Materials and supplies M 43
Prepayments 66 10
Regulatory assets 13 12
Other current assets 8 13
Total Current Assets 555 761

Property, Plant and Equipment
Regulated utility plant 8,734 7,589
Less: accumulated depreciation - regulated utility plant 2,573 2,517

Regulated utility plant, net 6,161 5,072
Construction work in progress 530 738

Property. Plant and Equipment, net 6.691 5,810

Other Noncurrent Assets

Regulatory assets 1,006 897

Intangibles 244 235

Other noncurrent assets 15 3
Total Other Noncurrent Assets 1,265 1,135

Total Assets s 8311 S 7,706

rhe accompariying .\'oU'.s fo Financial StaiemenLsare an integral part ofthe financial siaicment.s.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries
<Millions lit DolUirs. shares in ihouscintlst

2015 2014
Liabilities and Equitv'

Current Liabilities

Long-tenn debt due within one year
Accounts payable
Accounts payable to afTiliates
Taxes

Interest

Regulatory liabilities
Customer deposits
Olhercurrent 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 13)

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

Total Liabilities and Equit)°

(a) I7(»,(K)(J shares auihorizcd: 66.368 shares issued and outstanding at December 31. 2015 and 2014.

s 100

$ 288 325

35 70

24 85

37 34

113 76

31 34

77 69

605 793

2,828 2,481

1.663 1.425

183 212

22 18

9] 60

1.959 1,715

364 364

1.934 1.603

821 750

3,119 2.717

s 8.511 S 7,706

The accompanying .\'oies to Financial Statement arc an integral part of the financial staiemenls.
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Table I'ft'unifiiis

CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries
iMilliims ol Dolltirsi

Commoa

stock

shares •Additional

outsia nding Common paid-in Earnings
(«) stock capital reinvested Total

December3I,20t2 66,368 $ 364 $ 1.135 S 563 $ 2,062
Net iticome 209 209
Capital contributions from PPL 205 205
Dividends declared on common stock (127) (127)

Decembcr31,2013 66,368 $ 364 $ 1,340 s 645 S 2,349

Net income $ 263 s 263
Capita! contributions from PPL S 263 263
Dividends declared on common stock (158) (158)
December 31,2014 66.368 S 364 s 1,603 s 750 s 2.717

Net income s 252 s 252
Capital contributions from PPL (b) s 331 331
Dividends declared on common slock (181) (1H1)

December31,20]5 66,368 S 364 5 1,934 s 821 s 3,119

(a) Shares in thousands. All common shares of PPL Electric slock are owned by PFL.
(b) Includes non-cash contributions of S5ft million. See Note 11 for additional information.

i)RI

77jfaccompanying Sotvx to Financial Staiements am an integral part of thefinancial statements.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries

nlDiil/urs)

20IS 2014 2013

Operating Revenues S 3,115 S 3,168 S 2,976

Operating Expenses
Opcraiion

Fuel

Energy purchases
Other operation and maintenance

Depreciation
Taxes.otherthan income

863

184

837

382

57

965

253

815

354

52

896

217

778

334

48
Total Operating Expenses 2J23 2.439 2,273

Operating Income 792 729 703

Other income (Expense) - net (8) (9) (7)

Interest Expense 178 167 144

Interest Expense with Affilialc 3 I

Income from Continuing Operations Before income Taxes 603 553 551

Income Taxes 239 209 206

Income from Continuing Operations After Income Taxes 364 344 345

income from Discontinued Operations (net ofincome taxes) 2

Net Income S 364 S 344 S 347

Theaccompanying iVbr«lo Financial Staiemenis aiv an iniegral part ofthefinancial siaiemenis.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
'\fillioiis o! Dolkiisi

2015

Net income

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

(expense) benefit:
Defined benefit plans;

Prior service costs, nei of tax of$2, S4, SO
Net actuarial gain (loss), net of tax ofS2. S32.(S18)

Reclassification from AOCI - (gains) losses, net of tax
expense (benefit):

Equity invesiees'other comprehensive (income) loss, net of
taxofSO.SO.SO

Defined benefit plans:
Prior service costs, net of tax ©((Si), SO. SO
Net actuarial loss, net of tax of($3). $0, SO

Total other comprehensive income (loss)

Comprehensive income S

Theaicompanying Noiex lo Financiut Sttiiements are an integralpart n/the (tnandai siaienieiitx.
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364 S

(3)
(4)

sn

363 S

2014

344 $

(7)
(50)

(1)

I

ili
(58)

286 S

2013

347

28

28

375

The mformalton confa/ned harcttn uot brrcopmd. adapts or dfsiributad and rt nor wananitfd to accvrate. complefacr itmaiy Thnutm Assuntw atirisks lur any damagas or anstng from «/soof this Infomtation.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
<Ktilluin> (•/ bolliirsi

Cash Flovts from Operating Activities
Net income

Adjustments 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
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
Interest

Other

Other operating activities
Defined benefitplans - funding
Settlementof interest rateswaps
Other assets

Other liabilities

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

Expenditurts 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 note w nh affiliate
Issuance of long-term debt
Retirement of long-term debt
Net increase (decrease) in short-term d^t
Debt issuance and credit facilit> 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

Supplemental Disclosures of Cash Flow Information
Cash paid (received)during the period for:

Interest - net of anwunt capitalized
Income taxes - net

2015 2014 201.1

364 S 344 $ 347

3H2 354 334

27 25 22

3H 2.S 48

236 449 254

2 16 5

24 (20) (91)
(58) 12 40

(2) (1) 1

20 13 (24)
6 (32) (1)

135 (136) I

10 (3) 13

9 2

23 (1) 20

(70) (45) (168)
(88) 86

(7) (7) 9

12 6 22

1,063 999 920

(1.210) (1.262) (1.434)
70 (70)

7 I 2

(1,203) (1.191) (1.502)

13 41 (25)
400

1,050 496

(900)

(310) 330 120

(10) (5) (f>)
(219) (436) (254)
125 248 243

149 178 574

9 (14) (8)
21 35 43

$ 30 S 2) S 35

163 S

(139) S

Thv lu'companying Smvs in Fininn ial Stalemenis are an inicgnilpart ofihefinancial siatemenis.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
iMilhons <>! Dnihm)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve: 2015, S23; 2014, $25)

Customer

Other

Unbilled revenues

Fuel, matcnals and supplies
Prepayments
Income taxes receivable

Regulatory assets
Other current assets

Total Cuirent Assets

Property. Plant and Equipment
Regulated utility plant
Less; accumulated depreciation - regulated utility plant

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

Other Noncurrent Assets

Regulatory assets
Goodwill

Other intangibles
Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

2015 2014

$ 30 S 21

209 231
16 18

147 167

298 311

23 28
1 136

35 25

6 3

765 940

11,906 10,014
1.163 1.069

10,743 8.945
660 1,559

11,403 10.504

727 665

996 996

123 174

76 77

1,922 1.912

s 14.090 S 13.356

The accompanying Noicx to Financial Stawments are an integral pan ofthe financial siaiemenis.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries
iMillitins (i/ Dollan,)

Liabilities and Eqult>
2015 2014

Current Liabilities

Short-term debt S 265 S 575
Long-tenn debt due within one year 25 900
Notes payable with afTiliates 54 41
Accounts payable 266 399
Accounts payable to affiliates 5 2
Customer deposits 52 52
Taxes 46 36
Price risk management liabilities 5 5
Price risk management liabiliilcs to affiliates 66
Regulatory liabilities 32 15
Interest 32 23
Other current liabilities 185 131
Total Current Liabiliiics 967 2,245

Long-term Debt
Long-icnn debt 4.663 3.643
Long-term debt to affiliate 400

Total Long-term Debt 5,063 3,643

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 1,463 1,225
Investment tax credits 128 131
Price risk management liabilities 42 43
Accrued pension obligations 296 305
Asset retirement obligations 485 274
Regulatory liabilities 923 974

Other deferred credits and noncurrent liabilities 206 268

Total Deferred Credits and Other Noncurrent Liabilities 3,543 3.220

Commitments and Contingent Liabilities (Notes 6 and 15)

Member's equity 4,517 4,248

rntal Liabilities and Equity $ 14.090 S 13.356

The uccompanyinf; Soiex to Financial SlatemenLxare an inicKnil pan ofthefinanda! natemenlx.
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CONSOLIDATED STATEMENTS OF EQUITY

LG&E and KU Energy LLC and Subsidiaries
(Millions of Dolloisi

Member's

Equit>-

December 31,2012 $ 3,786
Nei income 347
Contribuiions irom member 243
Distributions 10 member (254)
Othercomprehensive income (loss) 28
December31,20I3 S 4,150

Net income $ 344
Contribuiions from member 248

Distributions lo member (436)
Othercomprehensive income (loss) (58)
Dccember31,20I4 S 4,248

Net income $ 364

Contributions from member 125
Distributions to member (219)
Othercomprehensive income (loss) (1)
December 31.2015 S 4.517

The accompanying Notes to Financial Statements arc an integral part ofthe flnancial statements.
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company
trillions o!DolhirsI

2015 2014 2013
Operating Revenues

Retail and wholesale

Electric revenue from alHliate

Total Operating Revenues

Operating Expenses
Operation

Fuel

Energy purchases
Energy purchases from afTiliate
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)

(3) Net income equals comprehensive income.

s 1,407 $ 1,445 $ 1,351
37 88 59

1,444 1,533 1,410

329 404 367

166 230 195

20 14 10

377 379 373

162 157 148

28 25 24

1.082 139 1.117

362 324 293

(6) (3) (2)

57 49 34

299 272 257

114 103 94

s 185 S 169 S 163

Theutatmpanying Notes to Financial Statements are an integral pan ofthefinancial statements.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company

4)f Dtillanl

Cash Flows from Operating Activities
Net income

Adjustments 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

Other

Change in current assets and current liabilities
Accounts receivable

Accounts receivable from affiliates

Accounts payable
Accounts payable to affiliates
Unbilled revenues

Fuel, materials and supplies
Income tax receivable

Taxes payable
Interest

Other

Other operating activities
Defined benefit plans - funding
Settlement ofinterest 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 cash provided by (used in) investing activities

Cash Flows from Financing Activities
Issuance of long-term debt
Retirement oflong-term debt
Net increase (decrease) in short-term debt
Debt issuance and credit facility costs
Payment ofcommon 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 ofPeriod

Supplemental Disclosures ofCash Flow Information
Cash paid (received) during the period for:

Interest - net ofamount capitalized
Income taxes - net

2015 2014 2013

185 $ 169 $ 163

162 157 148

II 12 6

12 9 18

126 118 26

8 2 9

19 (12) (37)
n (23) 14

(29) 25 16

5 (4) 1

9 9 (13)
3 (8) (12)

70 (74)
1 8 9

5 1

17 7

(26) (13) (48)
(44) 43

n (2) 9

(2) (2) 6

554 371 366

(689) (656) (577)

(689) (656) (577)

550 248

(250)
(122) 244 (35)

(5) (2) (3)
(119) (112) (99)

90 157 86

144 287 197

9 2 (14)
10 8 22

S 19 S 10 S 8

48

(81)

46

65

36

51

Thf avcompaityiiig Sores to Finuncial Stawmenis are an inu-gral pan oj siaicmcnts.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
fyilluins III Hollars, in ihousamls)

Assets

Current Assets

Cash and cash equivalents
Accounts receivable (less reserve; 2015, $1; 2014, S2)

Customer

Other

Unbilled i^venues

Accounts receivable from afFiliales

Fuel, materials and supplies
Prepayments
Income taxes receivable

Regulatory assets
Other current assets

Total Current Assets

Property. Plant and Equipment
Regulated utility plant
Less; accuinulalcd 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
Othernoncurrent assets

Total Other Noncurrent Assets

Tola! Assets

2015 2014

s 19 $ 10

92 107

7 11

67 76

12 23

151 162
5 8

4 74

16 21

2 1

375 493

4.804 4,031
404 456

4,400 3,575
390 676

4,790 4,251

424 397

389 389

73 97

17 27

903 910

s 6.068 S 5.654

The accompanying Notes to Financial SraiemenLs are an integral part ofthe financial siaiemenrs.
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Tabli' uf C"tiiile»l>

BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company
fMilliDiiM)/ Pallors, shaivs in liiou.sondsl

Liabilities and Equit>'

Current Liabilities

2015 2014

Short-lerm debt S 142 S 264
Long-icnn debt due within one year 25 250
Accounts payable 157 240
Accounts payable lo atHliates 25 20

Customer deposits 26 25
Taxes 20 19

Price risk management liabilities 5 5
Price risk management liabilities to afftliates 33
Regulatory liabilities 13 10
Interest n 6

Other current liabilities 64 42

Total Current Liabilities 488 914

Long-term Debt 1,617 1,095

Deferred Credits and Other Noncurrcnl Liabilities

Deferred income taxes 829 700

Investment lax credits 35 36

Price risk management liabilities 42 43

Accrued pension obligations 56 57

Asset retirement obligations 149 66

Regulatory liabilities 431 458

Other deferred credits and noncurrent liabilities 91 111

Tola! Deferred Credits and Other Noncurrent Liabilities 1.633 1.471

Commitments and Contingent Liabilities (Notes 6 and 15)

Stockholder's Equity
Common slock - no par value (a) 424 424

Additional paid-in capital 1.611 1,521
Earnings reinvested 295 229

Total Equity 2.330 2,174

Total Liabilities and tlquity S 6.068 S 5.654

(a) 75,(1(10 shares auihonxcd. 21,2'j4 shares issued and outstanding at [>eceinber 31. 2015 and December 3 i. 2014.

The accompanying Soles lo Financial SiatemenK are an integral part ofihe financial siaiemenls.
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STATEMENTS OF EQUITY

Louisville Gas and Electric Company
iMillions tifDoUaiy)

Decent I>cr3l.2012

Nei income

Capital contributions from LKE
Cash dividends declared on common stock

December 31,2013

Net income

Capital contributions from LKE
Cash dividends declared on common slock

December31,2014

Net income

Capital contributions from LKE
Cash div idends declared on common slock

December 31,2015

Common

stock

shares

outstanding

(»)

21.294 $

21.294 S

21.294 $

2U94 S

Common

stock

424 $

424 $

424 S

424 S

Additional

paid-in
capital

86

Earnings
reinvested Total

S 108 S 1,810
163 163

86

(99) (99)

$ 172 $ 1,960U64 $

157

1,521 S

90

1,611 $

169 S

(112)

229 S

169

157

(112)

2.174

185 $ 185

90

(119) (119)

2,330295 S

(a) Shares in thousands. Allcommon shares of LG&E stock are owned by LK.E.

The accompanying Notes to Finanna! Statements are an integral pan of thefinancial statements.
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
I\fillion.^ lit Dolliiiy)

2015 2014 2013
operating Revenues

Retail and wholesale

Electric revenue from affiliate
s 1,708 $

20

1.723 $
14

1.625

10
Total Operating Revenues 1,728 1.737 1,635

Operating Expenses
Operation

Fuel

Energy purchases
Energy purchases from affiliate
Other operation and maintenance

Depreciation
Taxes, other than income

534

18

37

435

220

29

561

23

88

408

197

27

529

22

59

382

186

24

Total Operating Expenses 1,273 1.304 1.202

Operating Income 455 433 433

Other Income (Expense) • net 1 (I) (3)

Interest Expense 82 77 70

Income Before Income Taxes 374 355 360

Income Taxes 140 135 132

Net Income (a) s 234 S 220 $ 228

(a) Net income approximates comprehensive income.

77ieacampanying Noies lo Financial Siaiemenix are an

1 18

iniegml pan ofthe financial siaiemenis:
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2015 2014 2013

234 S 220 S 228

STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
I Millif.'n.s til Ditlkini

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net cash provided
by (used in) operating activities

Depreciation 220 197 186
Amortization 13 11 14
Defined benelli plans - expense 10 5 18
Deferrcd income taxes and investment tax credits 160 224 69
Other (5) 13 (3)

Change in current assets and current liabilities
Accounts receivable 5 (9) (44)
Accounts receivable fiom affiliates (1) 7
Accounts payable (32) (10) 23
Accounts payable to affiliates (10) 22 (8)
Unbilled mvenues 11 4 (11)
Fuel, materials and supplies 3 (25) 10
Income tax receivable 59 (60)
Taxes payable 6 (19) 7
Interest 5 I

Other 4 (5) 9

Other operating activities
Defined benefit plans • funding (21) (5) (65)
Settlement ofinierest rate swaps (44) 43

Other assets (11) (4) 1

Other liabilities 2 7 10

Net cash provided by {used in) operating activities 608 566 495

Cash Flows from Investing Activities
Expenditures for property, plant and equipment (519) (604) (855)
Other investing activities 7 1 2

Net cash provided by (used in) investing activities (512) (603) (853)
Cash Flows from Financing Activities

Issuance of long-term debt 500 248

Retirement oflong-ierm debt (250)
Net increase (decrease) in short-term debt (188) 86 80

Debt issuance and credit facility costs (5) (2) (3)
Payment ofcommon stock dividends to parent (153) (148) (124)
Contributions from parent 91 157

Net cash provided by (used in) financing activities (96) 27 358

Net Increase (Decrease) in Cash and Cash Equivalents (10)
Cash and Cash Equivalents at Beginning of Period II 21 21

Cash and Cash Equivalents at End of Period S 11 S II % 21

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for

Interest - net ofamount capitalized $ 75 S 73 S 61

Income taxes - net S (84) S $ 47

Theaccompanying Notes to Financial Statements are an integral part ofthefinancial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company

lit Dollurs. sliutfs in ihousanJs)

Assets

Current Assets

2015 2014

Cash and cash equivalents $ US 11
Accounts receivable (less reserve: 2015, $2; 2014, $2)

Customer 117 124
Other 8 6

Unbilled revenues 80 91
Accounts receivable from aSlliates 1

Fuel, materials and supplies 147 149
Prepayments 8 10
Income taxes receivable 1 60

Regulatory assets 19 4

Other current assets 4 2

Total Current Assets 396 457

Property, Plantand Equipment
Regulated utility plant 7,099 5,977
Less: accumulated depreciation • regulated utility plant 759 611

Regulated utility plant, net 6340 5,366
Construction work in progress 267 880

Propeny, Plant and Equipment, net 6,607 6.246

Other Noncurrent Assets

Regulatory assets 303 268

Goodwill 607 607

Other intangibles 50 77

Other noncurrent assets 48 46

Total Other Noncurrent Assets 1,008 998

Total Assets S 8,01! S 7,701

Tlicavcompanying \oies lo Financial Siatements arv an integral part ofthe financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utitities Company

III IhtUan. shon s in ihnusaiulsi

201S 2014
Liabilities and Equit>'

Current Liabilities

Shon-term debt $ 48 S 236
Long-temi debt due within one year 250
Accounts payable 88 141
Accounts payable to atTiIiates 39 47

Customerdeposiis 26 27
Taxes 20 14

Price risk management liabilities to atTiHates 33
Regulatory liabilities 19 5

Interest 16 11
Other current liabilities 69 41

Total Current Liabilities 325 805

Long-term Debt 2326 1,829

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes 1.046 882

Investment tax credits 93 95

Accrued pension obligations 46 59

Asset retirement obligations 336 208

Regulatory liabilities 492 516

Other deferred credits and noncurrent liabilities 60 101

Total Deferred Credits and Other Noncurrent Liabilities 2,073 1.861

Commitments and Contingent Liabilities (Notes 6 and 15)

Stockholder's Equity
Common stock • no par value (a) 308 308

Additional paid-in capital 2396 2.596

Eamings reinvested 383 302

Total Equity 3,287 3.206

Total Liabilities and Equity S 8,011 S 7.701

(a) KO.OOO sharesaulhori/cd; .17.1(18 shares issued and ouisianding at December .11. 2015 and December 31. 2014.

Theaccompanying \otes to Financial Statements are an integral pan ofthe financial statements.
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STATEMENTS OF EQUITY

Kentucky Utilities Company
(Millions of Dollars)

Decembcr3I,20I2
Net income

Capital contributions from LKE
Cash dividends declared on common stock

Decembcr31,20]3

Net income

Capital contributions from LKE
Cash dividends declared on common stock

Other comprehensive income (loss)

December 31,2014

Common

stock

shares

outstanding

(a)

37,818 S

37,818 S

37.818 S

Common

stock

308 S

308 $

308 $

Additional

paid-in
capital

2,348 S

157

2,505 $

91

2,596 S

Earnings
reinvested

126

228

(124)

230 $

220

(148)

302 S

234

(153)

Accumulated

other

comprehensive
income

(loss)

I S

11}

Net income

Cash dividends declared on common stock

December31,2015 37,818 S 308 2,596 S 383 $

(a) Shares in thousands. All common shares of KU stock arc ow-ned by LKF..

The accompanying Notes to Financial Stalemfiiis arc an integral pan ofthe linancial statements.
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COMBINED NOTES TO FINANCtAL STATEMENTS

1. Summary of Significant Accounting Policies

(All Re^isrranls)

General

Capitalized terms and abbreviations appearing inthe combined notes to financial statements arc defined intheglossary. Dollars are inmillions, except per
share data, unless otherwise noted. The specific Registrant towhich disclosures are applicable is identified in parenthetical headings in italics above or
within theapplicable disclosure. Within combined disclosures, amounts aredisclosed for anyRegistrant when significant.

Business and Consolidation

tPPL)

PPL isa utility holding company that,through itsregulated subsidiaries, isprimarily engaged in: 1)thedistribution of"electricity in the U.K.: 2)the
generation, transmission, distributionand sale of electricityand the distributionand sale of naturalgas. primarily in Kentucky; and 3) the transmission,
distributionand saleofelectricity in Pennsylvania. Headquartered in Allentown. PA. PPL's principalsubsidiaries arc PPL Global.LKE (including its
principal subsidiaries. LG&E and KU) and PPL Electric. PPL's corporate level financing subsidiary is PPL Capital Funding.

WPD. a subsidiary of PPL Global, through indirect wholly owned subsidiaries operates distribution networksproviding electricity service in the U.K. WPD
sen es end-u.sers in South Walesand southwest and central England- Its principal subsidiaries are WPD(South Wales). VVTD (South West).WPD(East
Midlandsland WPD(West Midlands).

PPL consolidates WPD on a one-month lag. Matenalevents,such as debt issuances that occurin the lag period,are recognized in the currentperiod financial
statements. Events that are significant but not material are disclosed.

(PPL and PPL Electric)

PPLElectric is a cost-based rale-regulated utility subsidiary of PPL. PPLElectric'sprincipal business is the transmission and distribution ofelectricity to
serveretail customers in its franchiscd territory in easternand central Penn.sylvania and the regulated supply ofelectricity to retail customers in that territory
as a PLR.

IPPL LKE. LC&E ami Ki t

LKEis a utility holding company with cost-based ralc-regulated utility operations through its subsidiaries. LG&Eand KU. LG&E and KU are engaged in the
generation, transmission, distribution and sale ofelectncity. LG&E also engages in the distribution and sale of natural gas. LG&E and KUmaintain their
separate identities and serve customers in Kentucky under their respective names. KUalso serves customers in Virginia (under the Old Dominion Power
name) and in Tennessee under the KU name.

IPPL)

"Income(Loss) from Discontinued Operations(net of income taxes)"on the Statementsoflncome includes the activities of PPLEnergy Supply, substantially
representing PPL's former Supply segment, which wasspun off and distributed to PPL shareownerson June 1. 201.*>. PPLEnei^y Supply's assets and liabilities
have been reciassificd on PPL'sBalance Sheet at Dccember31.2014 to "Current assets of discontinued operations". "Noncurreni assets ofdiscontinued
operations". "Current liabilities ofdiscontinued operations" and "Noncurrent liabilities ofdiscontinued operations". These assets and liabilities were
distributed and removed from PPL's Balance Sheet in the second quarterof20l5. In addition, the Statements ofCash Flows separately report the ca.sh (lowsof
the discontinued operations. See Note X for additional information.

(All Registrants)

The financial statements of the Registrants include each company's own accounts as well as the accounts ofall entities in which the company has a
controlling financial interest. Entities for which a controlling financial interest is not demonstrated through voting interests arc evaluated based on
accounting guidance for Variable Interest Entities (\TEs). The Registrants
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consolidate a VIE when they arc dctennined to have acontrolling interest in the VIE. and thus are the primary beneficiary ofthc entity. The Registrants aic
not the primary beneficiary in any VIEs. Investments in entities in which acompany has the ability toexercise significant infiuence but does not have a
controlling financial interest arc accounted for under the equity method. All other investments are carried at cost or fair value. All sienificant intercompany
transactions have been eliminated.

The financial statements ofPPL. LKE. LG&E and KU include their share ofany undivided interests in jointly owned facilities, as well as their share ofthe
related operating costsofthose facilities. See Note 12 foraddiiional information.

Regulation

(PPLt

PD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. Electricity distribution revenues are set bv Ofgem for
agiven time period through price control reviews that are not directly based oncost recovery. The price control formula that governs WPD's allowed revenue
isdesigned toprovide economic incentives tominimize operating, capital and financing costs. Asaresult. WPD isnot subject toaccounting for the efTecl.sof
certaintypesof regulation as prescribed by GAAP and does not record regulatory assetsand liabilities.

(All Regislranis)

PPL Electric, LG&E and KU arecost-based rate-regulated utilities for which rates areset by regulators to enable PPL Eleclnc. LG&E and KU to recover the
costsofproviding electric orgasservice, asapplicable, andto provide a reasonable return to shareholders. Base rates aregenerally established based ona
future lestperiod. As a result, the financial statements aresubject to the accounting for certain typesof regulation as prescribed byGAAP and rcficct the
clTecls of regulatory actions. Regulatory assets are recognized for the elTect of transactions orevents where future recovery of underlying costs isprobable in
regulated cu.stomer rates. Theeffect ofsuch accounting is to defer certain orqualifying coststhatwtiuld otherwise currently be charged to expense.
Regulatory liabilities arerecognized for amounts expected to be returned through future regulated customer rates. Incertain cases, regulatory liabilities are
recorded based on an understanding or agreement with the regulator that rates havebeen set to recover coststhatarcexpected to be incurred in the future, and
theregulated entity isaccountable for anyamounts chatgcd pursuant to such rates andnot yd expended forthe intended purpose. Theaccounting for
regulatory assets and regulatory liabilities is based onspecific raiemaking decisions orprecedent for each transaction orevent asprescribed bytheFERC or
the applicablestale regulatory commissions. SecNoteh for additionaldetails regarding regulatory matters.

Accounting Records (All Registrams)

Thesystem of accounts for domestic regulated entitiesis maintained in accordance with the Uniform System of Accounts prescribed by the FERC and
adopted by the applicable stale regulatory commissions.

(AH Regislranis)

Use of Estimates

The preparation of financial statements in conformity withGAAP requiresmanagement to makeestimatesand assumptionsthat affectthe reported amountsof
assets and liabilities, thedisclosure ofcontingent liabilities at thedateof thefinancial statements and thereported amounts ofrevenues and expenses during
the reporting period. Actual results could dilTer from those csliinales.

Loss Accruals

Potential lossesareaccrued when (I) information is available that indicatesit is "probable" that a loss hasbeen incurred, given the likelihoodofthe uncertain
future events and (2) the amountof the losscan be reasonably estimated.Accounting guidancedefines"probable" as casesin which "the future event or
eventsare likely to occur."The Registrants continuouslyassess potential losscontingenciesforenvironmental remediation, litigation claims, regulatory
penaltiesand otherevents.Lossaccrualsforenvironmental remediation arediscountedwhen appropriate.

The accrual ofcontingencies that might result in gains is not recorded, unless realization is assured.
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Changes in Classification

The classification ofcertain amounts in the 2014 and 2013 financial statements have been changed toconform tothe current presentation. These
reciassificaiions did notalTect the Registrants' net income or equity.

Earnings Per Share <PFU

EPS IS computed using the lwo<dass method, which isan earnings allocation method for computing EPS that treats aparticipating security as having rights
toearnings that would otherwise have been available tocommon shareowners. Share-based payment awards that provide recipients anon-forfeitable right to
dividendsor dividendequivalentsare considered participating securities.

Price Risk Management

(All Regixlratils)

Interest rate contracts arc used tohedge exposure tochange inthefair value ofdebt instruments and tohedge exposures tovariability inexpected cash flows
associated with existing floating-rate debt instruments orforecasted fixed-rate issuances ofdebt. Foreign cuirency exchange coniraeis are used to hedge
foreign cuneney exposures, primarily associated with PPL's investments inU.K. subsidiaries. Similar derivatives may receive different accounting treatment,
depending on management's intended use and documentation.

Certain contracts may notmeet thedetlnilion ofaderivative because they lack a notional amount ora net seltlemeni provision. In cases where there isnonet
settlement provision, markets are periodically assessed to determine whether market mechanisms have evolved that would facilitate net settlement. Certain
derivative contracts may be excluded from the requirementsof derivative accounting treatment because NPNS has been elected. These contracts are
accounted for using accrual accounting. Contracts that have been classified as derivative contracts are reflected on the balance sheets at fair value. The
portion ofderivative positions that deliver within ayearare included in "Current .Assets" and "Current Liabilities." while theportion ofderivative positions
that deliver beyond a year are recorded in "Other Noncuireni Assets" and "Deferred Credits and Other Noncurreni Liabilities." See Note 17 to the Financial
Statements for additional information.

(PPLi

Processes existthatallow for subsequent review and validation of thecontract information as it relates to interest rate and foreign currency derivatives. See
Note 17 formoreinformation. The accountingdepartment providesthe treasury department with guidelineson appropriate accountingclassifications for
variouscontract typesand strategics. Examples of accountingguidelinesprovided to the treasury department staff include,but are not limitedto;

• 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 ofoccurring.

• Cross-currency transactions to hedge interest and principalrepayments can be designated as cash flowhedges.

• Transactions entered into to hedge fluctuations in the fairvalueof existing debt can be designated as fairvalue hedges.

• Transactions enteredinto to hedge the valueofa net investment of foreign operationscan be designated as net investment hedges.

• Derivative transactions that do not qualify forcash flow or net investment hedge treatment are marked to fairvalue throughearnings. Thesetransactions
generally include foreign currency forwards and optionsto hedge GBP earnings translation risk associated with PPL's U.K. subsidiaries that report their
financial statements in GBP. As such,these transactions reduce eamings \ olatilityduesolely to changes in foreign currency exchange rates.

• Derivative transactions maybe marked to fairvalue through regulatory assets liabilitiesat PPL Electric. LG&E and KU ifapproved by the appropriate
regulatory body. These transactions generally include the effect of interest rate swaps that are included in customer rates.
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(AHRegislranls)

Cash inflows and outflows related toderivative instruments are included asa component ofoperaling. investing or financing activities on theStatements of
Cash Flows,depending on the classification ofthe hedged items.

PPL and itssubsidiaries have elected not toolTset net derivative positions against the right to reclaim cash collateral (areceivable) orthe obligation to retum
cash collateral (a payable) under masternetting arrangements.

(PPL and PPL Electric)

To meet its obligation as a PLR to its customers. PPL Electric has entered into certain contracts that meet the definition ofa derivative. However. NPNS has
been elected for these contracts.

See Notes 16 and 17 for additional information on derivatives.

Revenue

QoeratlnQ Revenues (PPL)

Forthe years ended December31, the Statementsof Income"Operating Revenues" line item contains revenue fromthe following:

2015 20t4 2013

Domestic electric and ga.s revenues (a)
U.K. operating revcnues(b)
Domestic - other

Total

s 5.239 S 5.209 $ 4.842

2.410 2.621 2.403

20 22 18

s 7,669 S 7,852 S 7.263

(a) Represents revenues from cost-bused rate-regulated generation, transmission and or distribution in Pennsylvania. Kentucky. Virginia and Tennessee, including regulated wholesale
revenue.

lb) Primarily represeni.s regulated electricity distribution revenues from the operation of WPD'sdistribution networks.

Revenue Recoonition

(All Regislranls)

Operating revenues are primarily recorded based on energy deliveries through the end of the calendar month. Unbilled retail revenues result because
customers' meters are read and bill!; arc rendered throughout the month, rather than all meters being read and bills rendered at the end ofthe month. For LKE,
LG&Eand KU. unbilled revenues for a month are calculated by multiplying an estimate of unbilled kWh by the estimated average cents per kWh, For PPL
Electric,unbilled revenues fora month are calculated by multiplying the actual unbilled kWh by the estimated average cents perkWh. Any difference
between estimated and actual revenue.s is adjusted the following month.

(PPL)

WPD is currently operating under RUG • EDl, which commenced on April I. 2015. Ofgem has adopted a price control mechanism thai establishes the amount
ofbase demand revenue WPDcan earn during the price control period, subject to certain irue-ups. and provides foran increase or reduction in revenues based
on incentives or penalties for exceeding or underperfomting relative to pre-established lai^ets. WPD'sallowed revenue primarily includes base demand
revenue, incentive adjustments, adjustments for over or under-rccovery and adjustments related to the DPCR4 line los.sclose out.

.As the regulatory model is incentive based rather than a cost recovery model. WPD is not subject to accounting for the effects ofcertain types of regulation as
prescribed by GAAP.Therefore, the accounting treatment ofadjustments to base demand revenue and'or allowed revenue is evaluated based on revenue
recognition and contingency guidance.

Unlike prior price control reviews, base demand revenue under RflO- EDl will be adjusted during the price control period. The most significant of those
adjustments are:

• Inflation True-Up - Tfie base demand revenue for the RIIO-EDI period was set in 2012/13 prices. Therefore an inflation factor as determined by
forecasted RPI. prov ided by HM Treasury, is applied to base demand revenue.
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Forecasted RPl istrued up toactuals and alTects future base demand revenue two regulatory years later. This revenue change iscalled the "TRU"
adjustment.The projected TRUfor the 2015 16 regulatory yearisa S45 million reduction to revenue and will reduce base demand revenue in
calendar years 20)7 and 2018 by S30 million and SI 5 million. respecti\ely.

• Annual Iteration Process- The RIIO-EDI price control period also includes an Annual Iteration Process(AIP). This will allow future base demand
revenues agreed with theregulator aspart of the price control review to be updated during the price control period for financial adjustments
including tax. pensions and cost ofdebt. legacy price control adjustments from preceding price control periods and adjustments relating toactual
and allowed total expenditure together with theTotex Incentive Mechanism (TIM). Under the TIM. WPD's DNOsare able to retain 70% ofany
amounts not spent against the RllO-EDI planandbear70%ofanyover-spends. TheAIP calculates an incremental change to ba.se demand revenue,
known as the "MOD" adjustment, TheMOD provided by Ofgetn in November 2016 will include theTIM (or the2015/1 6 regulatory year aswell as
the cost ofdebt calculation based on the 10-yeartrailing average to October 2016. This projected MODof SI 1 million will reduce base demand
revenue for calendar years 2017 and 2018 by S5 million and S6 million, respectively.

As bothMOD and TRU arechanges to future base demand revenues as determined byOfgem. underapplicable GAAP. liabilities for theseadjustments have
not been recorded.

Inaddition to basedemand revenue,certainother itemsareadded or subtracted to arriveat allowed revenue. The mostsignificantof theseare;

« Incentives - Ofgemhas establi.shed incentive mechanisms to provide significant opportunities to enhance overall returns by improving network
efficiency, reliability and cu.siomerservice. Based on applicable GAAP, incentive revenues are not recorded as assets and are included in revenues
when they arc billed to customers.

• DPCR4 Line Loss .Adjustment - Forregulatory years 2015 ' 16 through 2018' 19allowed revenue will also be reduced to relleci Ofgcm'sfinal decision
on the DPCR4 line loss incentives and penalties mechanism. WPDhas a liability recorded related to this future revenue reduction and, therefore, this
will not impact future earnings. See Note 6 to the Financial Statements for additional information.

• Correction Factor - During the price control period. WPD's revenue is decoupled from volume and WTD sets its tariffs to recover allowed revenue.
However, in any fiscal period, WPD'srevenue 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-recov cries are subtracted trom or added to
allowed revenue in future years, known as the "Correction Factor" or "K-factor."Over and undcr-recovcred amounts arising from 2014,1 5 onwards
and refunded recovered under RIlO-EDl will be refunded/recovered on a two year lag (previously one year). Therefore the 2014'15 over/under-
recovery adjustment will occur in 2016/17. In 2016/17 under this mechanism. WPDwill recover the £5 per residential network customer reduction
given through reduced tariffs in 2014/15 (approximately S56 million) as that amount is currently considered an undcr-recovery.

Under applicable GAAP. N\TDdoes not record a receivable forunder-recoveries. but does record u liability for over-recoveries. K-faclor is measured as of the
end of the regulatory year. March 3 I. While WPDestimates over-recoveries and records a liability when it is probable that there will be an over-recovered
position at the end of the regulatory-year, weather-related volume changes and other factors such as sales mix can affect the over or under-recovcry between
the end of PPL's calendar year and the end of the regulatory year.,

Accounts Receivable

lAll Regisiraiils)

Accounts receivable are reported on the Balance Sheets at the gro.ss outstanding amount adjusted for an allowance fordoubtful accounts. Accounts
receivable that are acquired are initially recorded at fair value on the date ofacquisition.

(PPL and PPL Elecihi j

in accordance with a PUC-approved purchase ofaccounts receivable program, PPL Electric purchases certain accounts receivable trom alternative electricity
suppliers 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
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purchased accounts rccei\able are initially recorded at fairvalue using a market approach based on the purchase price paid and arc classified as Level 2 in the
fairvalue hierarchy. During 2015.2014and2013.PPL Electric purchased SI.3billion.SI .1 billionand S985 million ofaccounts receivable from
unaftlliated thirdparties. Dunng 2015.2014 and 2013.PPL Electric purchased S146million.S33ft millionand S294millionofaccounts teceivabie from PPL
EncrgyPlus. PPL Elcclric's purchases from PPL EnergyPlus for 2015 include purcha.ses through May 31.2015. which isthe period during which PPL Electric
and PPL EncrgyPlus were affiliated entities. As a result ofthe June 1. 2015 spinolTof PPL Energy Supply and creation ofTalen Energy. PPL EncrgyPlus
(renamed Talen Energy Maiketing) isno longer an alfiliate ofPPL Electric. PPL Electric's purchases fromTalen Energy Marketing subsequent to May 31.
2015 are included as purchases from an unafflliaied thirdparty.

Allowance for DoubtfulAccounts (AU Registrants)

Accounts receivable collectabilily is evaluatedusing a combination of factors, including past due status basedon contractual terms, trends in write-offs, the
age ofthereceivable, counterparty creditworthiness and economic conditions. Specific events, such asbankruptcies, are also considered. Adjustments to the
allowance for doubtful accounts are made when necessary based on theresults ofanalysis, theaging ofreceivables and historical and industry trends.

Accounts receivable arewntten offin the period in which the receivable isdeemed uncollectible. Recoveries ofaccounisreceivable previously written offare
recorded when it is known they will be received.

The changes in the allowance fordoubtful accounts were:

PPL

2015

2014

2013

PPL Electric

2015

2014

2013

LKE

2015

2014

2013

LQ&£
2015

2014

2013

KL-

2015

2014

2013

Balance at

Beginning of Period

\ 44

43

41

25

22

19

.Additions

Charged to Income

49

49

38

39

34

32

Charged to
Other .Accounts

(2)

4(b)

(2) S

4 (b)

11Kb)

1 (b)

I3)(b)

3 (b)

S

Deductions (a)

50

48

40

40

35

32

Balance at

End of Period

41

44

43

16

17

18

23

25

22

(a) Primarily related lu uneollcciible accounts written ofT.
(b) Primarily related to capital projects, thus the provision was recorded as an adjustment to construction work in progress.

Cash

Cash Equivalents iMI Registrants)

All highly liquid investments with original maturities ofihree months or less ate considered to be cash equivalents.

Restricted Cash aniJ Cash EQuivalents iPPL and PPL Electric)

Bank deposits and other cash equivalents that are restrictedby agreementor that have been clearly designated fora specific purpose are classified as
restricted cash and cash equivalents. The change in restricted cash and cash equivalents is reported as an investing activity on the Statements ofCash Flows.
On the Balance Sheets, the current portion of restrictedcash and cash equivalents is included in "Othercurrem assets", while the noncunent portion is
included in "Othernoncurrenl assets."
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At December 31,thebalances ofrestricted cash and cash equivalents included thefollowing.

PPl- PPL Electric

Low carbon network fund (a)
Other

2015 2014 2015 2014

s 22 S

11

19

12 S 2 S 3

s 33 S 31 S 2 S 3

(a) Fundsreceived by WPD. whichare lo be spent on approved initiatives to support a lowcarbon environment.

Fair Value Measurements (AH Re^isiranist

TheRegistrants valuecertain financial andnonfinancial assets and liabilities at fairvalue. Generally, the most significant fair valuemeasurements relate to
price risk management assetsand liabilities,investments in securities in defined benefitplans,and cash and cashequivalents. PPL and Itssubsidiaries use.as
appropriate, a market approach (generally, data from market transactions), an income approach (generally, present value techniques andoption-pricing
models) and/or a costapproach (generally, replacement cost)to measure the fairvalueofan asset or liability. These valuation appn)aches incorporate inputs
such asobservable, independent market dataand or unobservable data thatmanagement believes arepredicated on theassumptions market participants
would use to price an asset or liability. These inputs may incorporate,as applicable, certain risks such as nonperformancerisk, which includes credit risk.

The Registrants classify fairvaluemeasurements within one of three levels in the fairvaluehierarchy. The level assigned to a fairvalue measurement is based
on the lowest level input that is significant to the fairvalue measurement in its entirety. The three levels of the fairvalue hierarchy are as follows;

• Level I - quoted prices (unadjusted) in active markets for identical assets or liabilities that arc accessible at the measurement date. Active markets are those
in which transactions forthe asset or liability occur with sufficient frequency and volume to provide pricing informationon an ongoing basis.

• Level 2 - inputs other than quoted prices included within Level 1 that are either directly or indirectly observable forsubslanliaily the full termof the asset
or liability.

• Level 3 - unobservable inputs that managementbelieves are predicated on the assumptions market participants would use to measure the asset or liability
at fair value.

Assessingthe significance of a particular input requiresjudgment that considers factorsspecific 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 ofan 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-terTn. Investments that would otherwise be classified as short-term, but arc 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 forlhc liquidation
of long-term debts, are classified as long-term.

Short-term Investments

Short-temi 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 ofgreater than a year that
management has the ability and intent to sell within a year, are included in "Short-iemt investments" ("Other current assets" if not significant) on the Balance
Sheets.
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Cost Method Investment iPPL LKE.LGi&E and KL'j

LG&E and KU each ha\e an investment in OVEC. which is accounted forusing the cost method. The investment is recorded in "Othernoncurrent assets" on
the PPL. LKE. LG&E and KlI Balance Sheets. LG&E and KU and ten other electric utilities are equity owners ofOVEC. OVEC's power iscurrently supplied
to LG&E and KU and 11 other companies affiliated with the various owners.LG&E and KUown 5.63% and 2.5% ofOVEC's commonstock. Pursuant to a
power purchase agreement. LG&E and KU arecontractually entitled to theirownership percentage ofOVEC's output, which isapproximately 120 MW for
LG&E and approximately 53 MW for KU.

LG&E'sand KLPs combined investment in OVEC is not significant. The direct exposure to loss as a re.sult ofLG&E'sand KU's involvement with OVEC is
generally limited to the value oftheir investments: however. LG&E and KU are conditionally responsible for apro-rata share ofcertain OVEC obligations. As
part ofPPL's acquisition of LKE. thevalue of thepower purchase contract was recorded asan intangible asset with anofTsetiing regulatory Itability. both of
which arebeingamortized using the units-of-production method until March 2026. theexpiration dateof theagreement. SeeNotes 13 and 18for additional
discussion ofthe power purchase agreement.

Long-tived and Intangible Assets

Property. Plant and Eauipment

(All Registrants)

PP&E is recorded at original cost,unlessimpaired. PP&E acquired in businesscombinationsis recorded at fairvalue at the limeof acquisition,which
establishes itsoriginal cost. Ifimpaired, the a.sset is wriilen downto fairvalueat that time,which becomes the newcost basisofthe asset.Original cost for
constructed assets includes material, labor,contractor costs, certain overheads and financing cosl.s. whereapplicable. The cost of repairsand minor
replacements arechargedto expenseas incurred. The Registrants record costsassociatedwithplanned majormaintenance projects in the period in which the
costsare incurred. Nocostsassociated with plannedmajormaintenance projectsare accnicd in advanceof the penod in which the work is performed. LG&E
and KUaccrue costs of removal net of estimated salvage value thavugh depreciation, which is included in the calculation ofcustomer rales over the a.ssets'
depreciable lives in accordance withregulatory practices. Cost of removal amountsaccruedthroughdepreciationratesareaccumulated as a regulatory
liability until the removal costs are incurred. See ",A.sset Retirement Obligations" below and Note 6 for additional infonnalion. PPL Electric records net costs
of removal when incurredas a regulatory asset. The regulatory asset is subsequently amortized through depreciation over a five-yearperiod, which is
recoverable in customer rates in accordance with regulatory practices.

-AFL'DC iscapitalized at PPL Electrica.s part ofthe construction costs forcost-based rate-regulated projects for which a retum on such costs is recovered after
the project is placed in scrvice. The debt component of .AFUDC" is credited to "Interest Expen.sc" and the equity component is credited to "Other income
(Expense)- net" on the Statementsof Income. LG&E and KU generally do not record AFUIX'.except for certain instances in KU's FERCapproved rates
charged to its municipal customers, as a retum is provided on construction work in progress.

IPPL)

PPLcapitalizes interest costs as pan of construction costs. Capitalized interest, including the debt component of AFUDC for PPL.wasas follows.

PPL

2015 $ n
2014 16
2013 15

Depreciation

(All Registrants)

Depreciation is recorded overlhc estimated useful lives of property using various methods including the straight-lino,composite and group methods. Whena
component of PP&E that wasdepreciated under the composite or group method is retired, the original cost is charged to accumulated depreciation. Whenall
or a significant portion ofan operating unit that
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was depreciated under the composite orgroup method isretired orsold, ihepropeny and the related accumulated depreciation account isreduced and any
gain or loss is included in income, unless otherwise requiredby regulators.

The following percentagesare the weighted-averageannual rates of depreciation at December31.

2015

Regulated utility plant

Regulated utility plant

<PPi)

Effective January 1.2015.aftercompleting a review of the useful livesof its distributionnetwork assets.WPD extended the weightedaverageuseful livesof
these assets to 69 years trom55 years for OAAP reporting of depreciation expense. For2015. this change in useful lives resulted in lowerdepreciation
expense ofS84 million (S66 million after-tax or SO. 10 per share).

(All Regisirants)

Goodwill and Other Intanaible Assets

Goodwill represents the excess of the purchase price paid over the fair value of the identifiable net assets acquired in a business combination.

Other acquired intangible assets are initially measured based on their fair value. Intangibles that have finite useful lives are amortized over their useful lives
ba.sed 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 ofan 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 ofother assets to which the useful life of the intangible asset may relate; legal, regulaloiy. 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
ob.solescence. demand, competition, and other economic factors; and the level ofmaintenance expenditures required to obtain the expected future cash flows
from the asset.

PPL. LKF.. LG&Eand KU account foremi.ssion allowances as intangible assets, LG&Eand KU are allocated emission allowances by slates based on their
generation facilitie.s' historical emissions experience, and have purchased emission allowances generally when it is expected that additional allowances will
be needed. The carrying value ofallocated 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 ofemission allowances arc 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 oflncomc. 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 llnite-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.
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2.57 2.46

2014

.3.69 3.65 3.71

PPL PPL Electric LKE LG&E KU

2.92 2.46 .3,80 4,05 3.63
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Along-lived assci classified asheld for sale is impaired when ihccarrying amount of theasset (disposal group) exceeds itsfair value less cost tosell. If
impaired, the asset's(disposal group's) carrying value is written down to its fairvalue lesscost to sell.

PPL. 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 carrying amount ofa reporting unit may begreater than the unit's fair value. Additionally, goodwill must betested for impairment incircumstances when
a portion ofgoodwill has been allocated toa business tobedisposed. PPL's. LKE's. LG&E's and KU's reporting units arc at the operating segment level.

PPL. LKE, LG&E and KU may elect either to initially make a qualitative evaluation about the likelihood ofan impairment ofgoodwill or tobypass the
qualitative evaluation andtestgoodwill forimpairment usinga two-step quantitative test. Ifthequalitative evaluation (referred to as "step /era") (selected
and theassessment results ina dciemiination that it isnotmore likely than not that the fair value ofa reporting unit is less than thecarrying amount, thetwo-
step quantitative impairment lest isnotnecessary. However, thequantitative impairment test isrequired ifmanagement concludes it is more likely than not
that the fairvalue ofa reporting unit is less than the carrying amount based on the step zero assessment.

Ifthecarrying amount of the reporting unit, including goodwill, exceeds its fairvalue, the implied fair valueofgoodwill must becalculated in thesame
manner asgoodwill ina business combination. The fair value ofa reporting unit isallocated to all assets and liabilities ofthat unitas ifthe reporting unit had
been acquired ina busines.'̂ combination. Theexcess of the fair value of the reporting unitovertheamounts assigned to itsassets and liabilities is the implied
fairValue ofgoodwill, Ifthe implied fairvalue ofgoodwill is less than the carrying amount,goodwill is written downto its impliedfairvalue.

PPL (forits U.K. Regulated and Kentucky Regulated segments), and individually. LKE. LG&E and KU elected to bypassstep zeroand quantitatively tested
the goodwill of these reporting units for impairment in the fourth quarter of 2015 and no impairmentwas recognized.

Asset Retirement Obligations (PPL LKE. LG&E and KU)

PPL and its subsidiaries record liabilities to reflect vanous legal obligations associated with the retirementof long-lived assets. Initially, this obligation is
measuredat fairvalue and olTsel with an increase in the value of the capitalized asset, which is depreciated over the asset's useful life. IJnlil the obligation is
settled, the liability is increased through the recognition ofaccretion expense classified within "Other operation and maintenance" on the Statements of
Income to relied changes in the obligation due to the passage oftime. The accretion and depreciation expenses recorded by LG&Eand KUare recorded as a
regulatory asset, such that there is no earnings impact.

EstimatedAROcosts and settlement dates, which alTect the carrying value ofthe ARCand the related capitalized asset, arc reviewedperiodically to ensure
that 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 ofthe associated long-lived as,sei. See Note 19 for additional information on AROs.

Compensation and Benefits

Defined Benefits (AH Registrants)

Certain PPLsubsidiariessponsor various defined benefit pen.sion and other postretirement plans. An asset or liability is recorded to recognize the funded
status of all defined benefit plans with an offsetting entry to AOCIor. for LG&E. KUand 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 returnon plan assets is determined based on a marLet-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 ofthe 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.

PPL uses an accelerated amortization method for the recognition ofgains and losses for its defined benefit pension plans. Under the accelerated method,
actuarial gains and losses in excess of30% olThe plan's projected benefit obligation are amortized on a straight-line basis over one-halfofthe expected
average remaining service of active plan participants. Actuarialgains and lo.sses in excess of 10%ofthe greater of the plan's projected benefit obligation or
the market-related
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value of plan assets and less than 30% ofthe plan's projected benefit obligation areamortized on a straight-line basis overtheexpected average remaining
service period ofactive plan panicipanis.

See Note 6 for a discussion ofthe regulatory treatment ofdefined benefit costs and Note 11 for a discussion ofdefined benefits,

Stock-Based Compensation (PPL PPL Electric and LKE)

PPL has several slock-based compensation plans forpurposes of grantingstock options, restricted stock, restricted slock units and performance units to
certainemployees as well as stock unitsand restricted slock units to dircctors. PPL grants most stock-based awards in the first quarterof each year, PPL and its
subsidiaries recognize compensation expense forstock-based awards basedon the fairvalue method. Slockoptions that vest in installments arevalued as a
single award. PPL grantsstock options withan exercisepricethat is not lessthan the fairvalueof PPL's common slock on the date of grant.Sec Note 10 fora
discussion of stock-based compensation. Ailawards are recorded as equity era liability on the Balance Sheets. Stock-based compensation is primarily
included in "Otheroperation and maintenance"on the Statementsof Income. Stock-basedcompensation expense for PPLElectric and LKEincludes an
allocation ofPPL Services' expense.

Taxes

Income Taxes

lAII 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 lor income taxes, primarily due to the uncertainty related to lax
positions taken or expected to be taken in tax returns, valuation allowances on deferred tax assets and whether the undistributed camings ofWPD are
considered indefinitely reinvested.

Significant management judgment is also required to determine the amount ofbencfit to be recognized in relation to an uncertain lax position. The
Registrants use a two-step process to evaluate tax positions. The first step requires an entity to detemiinc whether, based on the technical merits supporting a
particular lax position, it is more likely than not (greater than a 50% chance) that the lax position will be sustained. This deierminalion assumes that the
relevant taxing authority will examine the tax position and is aware ofall the relevant facts surrounding the lax position. The second step requires an entity
to recognize in the financial statements the benefit ofa tax position that meets the more-likely-lhan-not recognition criterion. The benefit recognized is
measured at the largest amount ofbencfit that has a likelihood ofrcalization. upon settlement, that exceeds 50''b. 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
Registrants in future periods.

Deferred income taxes reflect the net future tax cffccls oflemporary ditferences between the carrying amounts ofassets 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 lax assets to the amounts that are more likely than not to be realized. The Registrants consider
the reversal oftemporaty differences, future taxable income and ongoing prudent and feasible tax planning strategies in initially recording and subsequently
reevaluating the need Ibr valuation allowances. If the Registrants determine that they are able to realize deferred tax assets in the future in excess ofrecorded
net deferred tax asset.s.adju.siments 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 pan of net deferred tax assets in the future, adjustments to the valuation
allowances would decrease income by increasing tax expense in the period that such determination is made.

The Registrants defer inve.siment tax credits when the credits are utilized and amortize the deferred amounts over the average lives ofthe related assets.

The Registrants recognize interest and penalties in "Income Taxes" on their Statements of Income.
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SeeNote 5 for additional discussion regarding income taxesincluding management's conclusion that the undistributed earnings ofWTDare considered
indefinitely reinvested. Based on thisconclusion. PPL Global doesnot record U.S. taxeson WPD's undistributed earnings.

Theprovision for PPL. PPL Electric. LKE. LG&E and KU's deferred income taxesfor regulated assets isbased upon the ratemaking principles reflected in
rates e.stablished by the regulators.The difierence in the provision fordeferred income taxes forregulated assets and the amount that otherwise would be
recorded under GAAP is deferredand included on the Balance Sheet in noncurrent "Regulatory assets"or "Regulatory liabilities."

(PPL Electric. LKE. LG&E and KV)

Theincome tax provision for PPL Electric, LKE. LG&E and KU iscalculated in accordance with an intercompany tax sharing agreement which pnivides that
taxable income be calculated as if PPLElectric.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 lax benefit. The efiect of PPLfiling a consolidated lax return is
taken into account in the settlement of current taxes and the recognition of deferred taxes. At December3 I. the following intercompany tax receivables
(payables) were recorded.

2015 2014

PPL Elecuic $ 56 $ (25)
EKE (10) 136
LG&E 4 74

KU (5) 60

Taxes. Other Than Income (AU Registrants)

The Registrants present sales taxes in "Other current liabilities" and PPL presents value-added taxes in "Taxes" on the Balance Sheets. These taxes are not
reflected on the Statements of Income. See Note 5 for details on taxes included in "Taxes, other than income" on the Statements of Income.

Other

(Ail Registrants)

Leases

The Registrants evaluate whether arrangements entered into contain !ea.ses for accounting purposes. See Note 9 for additional information.

Fuel. Materials arid SuDPlies

Fuel, natural gas stored underground and materials and supplies are valued at the lower ofcost or net realizable value using the average cost method. Fuel
costs for electric generation are charged to expense as used. For LG&E. natural gas supply costs are charged to expense as delivered to the distribution
system. See Note 6 for further discussion of the fuel adjustment clause and gas supply clause.

(PPL. LKE. LG&E and KU)

"Fuel, materials and supplies" on the Balance Sheets consisted of the following at Decembers 1.

PPL I.KL LG&E KU

2015 2014 2015 2014 2015 2014 2015 2014

Fuel $ 168 S 166 S 168 S 166 S 71 $ 66 S 97 S 100

Natural gas stored underground (a) 42 54 42 54 42 54

Materials and supplies 147 161 88 91 38 42 50 49

Total $ 357 S 381 S 208 S 311 S 151

in

147 S 149

(a) The majority ot'LKE's and LG&E's natural gas stored underground is held to sers'Cretail customers.
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Guarantees (AllRegistrants)

Generally, the initial measurement ofa guarantee liability is the fair value ofthe guarantee at its inception. However, there are certain guarantees excluded
from the scope ofaccounting guidance and other guarantees that are not subject to the initial recognition and measurement provisions ofaccounting
guidance that only require disclosure. See Note 13 for further discussion ofrecorded and unrecorded guarantees.

Treasury Stock (PPLand PPLElectric)

PPL and PPL Electric restore all shares ofcommon stock acquired toauthorized but unissued shares ofcommon stock upon acquisition.

Foreign Currency Translation and Transactions fPPL)

WPD's functional currency isthe GBP, which isthe local currency inthe U.K. As such, assets and liabilities are translated toU.S. dollars atthe exchange rates
onthedate ofconsolidation and related revenues and expenses are generally translated ataverage exchange rates prevailing during theperiod included in
PPL's results ofoperations. Adjustments resulting from foreign currency translation arerecorded in AOCI.

Gains or losses relating to foreign currency transactions arerecognized in"Other Income (Expense)-net" ontheStatements ofIncome. See Note 15for
additional information.

New Accounting Guidance Adopted (All Registrants)

Reporting of Discontinued Operations

Effective January 1,2015,theRegistrants prospectively adopted accounting guidance thatchanges thecriteria for determining what should be classified asa
discontinued operation and the related presentation and disclosure requirements. Adiscontinued operation may include a component ofanentity oragroup
ofcomponents ofanentity, orabusiness activity. Adisposal ofa component ofanentity ora group ofcomponents ofanentity isrequired tobereported in
discontinued operations if thedisposal represents a strategic shiftthat has(orwillhave)a majoreffect on theentity'soperations and financial results when
anyofthe following occurs: (l)The components of an entityor group ofcomponents ofan entitymeets thecriteria to beclassified asheld forsale, (2)The
component ofanentity orgroup ofcomponents ofanentity isdisposed ofby sale, or(3)Thecomponent ofanentity orgroup ofcomponents ofanentity is
disposed of otherthanby sale(forexample, by abandonment or in a distribution to owners in a spinoff).

As a result ofthe spinoffonJune 1,2015,PPL Energy Supply hasbeenreported as a discontinued operation underthe newdiscontinued operations
guidance. See Note 8 for additional information.

Fair Value Measurement for Investments in Certain Entities that Calculate Net Asset Value oer Share

Effective December 31,2015, theRegistrants retrospectively adopted accounting guidance that removes the requirement to categorize within the fairvalue
hierarchy all investments forwhichfairvalue is measured using net assetvalue per shareand the requirement to makecertaindisclosures forall investments
that are eligible to be measured using net asset value per share.

Theadoption ofthisguidance resulted in theRegistrants no longercategorizing investments forwhich fairvalueis measured usingnet asset valuepershare
in the fairvalue hierarchy,and did not have a significant impact on the Registrants. See Note 11 foradditional information.

Presentation of Debt Issuance Costs

Effective December31,2015, theRegistrants retrospectively adopted accounting guidance to simplify thepresentation of debt issuance costs. Theguidance
requires certain debt issuance costs tobepresented on thebalance sheet asa direct deduction from thecarrying amount ofthe associated debtliability.

Theadoption ofthisguidance required theRegistrants to reclassify debt issuance costsnot associated witha lineofcreditfrom noncurrent assets to Long-
termdebt, and did not have a significant impact on the Registrants. SeeNote 7 foradditional information.
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Balance Sheet Classification of Deferred Taxes

Effective October 1,201 5. the Registrants retrospectively adopted accounting guidance to simplify thepresentation ofdeferred taxeswhich requires that
deferred tax assets and dcfened tax liabilities be classified asnoncurrcnt on the balance sheet.

The adoption of this guidance required the Registrants to reclassity deferred tax assets and deferred tax liabilities from current to noncurrenl on the balance
sheet, and did not have a significant impact on the Registrants. The following table presents the amounts reciassified from current deferred tax assets and
liabilities to noncurrent deferred lax liabilities on the balance sheets as of December 31.2014.

Assets Liabilities

PPL $ 125

PPL Electric 58

LKE 16
KU 2

Di.sconiinued Operations 8 $ 4

2. Segment and Related Information

(PPL)

PPL is organized into three segments: U.K. Regulated. Kentucky Regulated and Penn.syivania Regulated. PPL's segments are segmented by geographic
location.

The U.K. Regulated segment consists of PPL Global which primarily includes WPD's regulated electricity distribution operations, the results ofhedging the
translation of WPD's earnings from British pound .sterling into U.S. dollars, and certain costs, such as U.S. income taxes. admini.straiive costs, and allocated
financing costs.

The Kentucky 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 are allocated to the Kentucky Regulated segment.

The Pennsylvania Regulated segment consists of PPL Electric, a regulated public utility engaged in the distribution and transmission ofelectricity.

"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 lu reconcile segment information to PPL's consolidated results.

On June 1.2015. PPL completed the spinoffofPPL Energy Supply, which substantially represented PPL'sSupply segment. Asa result ofthis transaction, PPL
no longer has a Supply segment. Sec Note 8 for additional information.

Financial data for the segments are:

Income Statement Data 2015 2014 2013

Operating Revenues frum external customers (a)
U.K. Regulated S 2,410 S 2,621 S 2,403
Kentucky Regulated 3.115 3.168 2.976

Pennitylvania Regulated 2.124 2,044 1.870

Corporate and Other 20 19 14

S 7.669 % 7.852 % 1.263
—

Depreciation
U.K. Regulated s 242 s 337 S 300

Kentucky Regulated 382 354 334

Pennsylvania Regulated 214 185 178

Corporate and Other 45 47 31

Total s 883 s 923 s 843
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Income Statement Data 2015 2014 2013
Amorti/aiion (b)

U.K. Regulated S 6 S 17 $ 19
Kentucky Regulated 27 25 22
Pennsylvania Regulated 26 19 19
Corporate artd Other 4 6

Total S 59 s 65 S 66

Unrealized (gains) losseson derivatives and other hedging activities (c)
U.K. Regulated s (88) s (199) S 44
Kentucky Regulated 11 12 12

Total s (77) s (187) $ 56

interest Hxpense
U.K. Regulated s 417 s 461 s 425
Kentucky Regulated 232 219 212
E*ennsylvania Regulated 130 122 108
Corporate and Other 92 41 33

Total s 871 a 843 5 778
— -

Income from Continuing Operations Before Income Taxes
U.K. Regulated s 1.249 s 1.311 S 993

Kentucky Regulated 547 501 484

Pennsylvania Regulated 416 42.3 317

Corporate and Other (d) (144) (106) (66)

Total s 2.068 5 2.129 $ 1,728

Income Taxes (e)
U.K. Regulated s 128 s 329 s 71

Kentucky Regulated 221 189 179

Pennsylvania Regulated 164 160 108

Corporate and Other (d) (48) 14 2

Total s 465 s 692 s 360

E>eferTed income taxes and investment tax credits (f)
U.K. Regulated s 45 s 94 s (45)
Kentucky Regulated 236 449 254

Pennsylvania Regulated 220 87 127

Corporate and Other (d) (73) 36 51

Total s 428 s 666 s 387

Net Income

U.K. Regulated $ 1,121 s 982 s 922

Kentucky Regulated 326 312 307

Pennsylvania Regulated 252 263 209

Corporate and Other (d) (96) (120) (68)

Discontinued Operations (g) (921) 300 (240)

Total s 682 s 1.737 s 1.130

Cash Flow Data 2015 2014 2013

Expenditures for long-lived assets
U.K. Regulated s 1.242 $ 1.438 5 1.280

Kentucky Regulated 1,210 1.262 1.434

Pennsylvania Regulated 1.107 957 942

Corporate and Other 11 66 26

Total s 3.570 $ 3.723 S 3.682

.As of December 31,

2015 2014

Balance Shed Data

Total Assets

U.K. Regulated s 16,669 s 15,944
Kentucky Regulated 13.756 13.022

Pennsylvania Regulated 8.51! 7,706

Corporate and Other (h) 365 909

Discontinued Operations 11.025

Total s 39.301 s 48.606
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2015 2014 2013
Geographic Data
Revenues from external customers

U.K.

U.S.
S 2.410

5.259

S 2.621

5.231
S 2,403

4.860
Total S 7.669 S 7,852 S 7,263

.4s of December 31.

2015 2014

Loag-Lived Assets
U.K.

U.S.
s 12.487

18.569

s 11.942
16.890

Total s 31,056 s 28,832

(a)

(b)

(c)

(d)

(e)

(0

(g)

(hi

SeeNolc I for additional information on Operating Revenues.
Representsnon-cash expense items that include amortization of regulatory as.sets. debt discounts and premiums, debt issuance costs. cmis.sion allowances and RECs.
Includes unrealized gains and tosses from economic activity. See Note 17 for additional information.
2015 and 2014 includecertaincosts related to the spinolTof PPL Energy Supply, including deferred income tax expense, transitioncostsand separationbenefits for PPLServices
employees. See Note Xfor 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."
2015 includes an $879 million loss on the spinoff of PPL Energy Supply and five months of Supply segment earnings. 2014 includes a gain of $237 million ($137 million after-
taxi on the saleof the Montanahydroelectricgenerating facilities. 2013 includesa charge of $697 million($413 millionafter-taxi for the terminationof the leaseof theCoistrip
coal-fired electric generating facility. See Note 8 for additional information on these transactions.
Primarily con.sisisof unallocated items, including cad). PP&E and the elimination of inter-segmcni transactions.

(PPL Electric. IKE. LG&EandKV)

PPLElectric has two operating segments that are aggregated into a single reportable segment. LK£. LG&E and KU each operate within a single operating
segment.

3. Preferred Securities

(PPL)

PPL is authorized to issue up to 10 million shares ofpreferred stock. No PPL preferred stock was issued or outstanding in 2015.2014 or 2013.

(PPL Electric)

PPL Electric Isauthorized to i.ssue up to 20.629,936 shares ofpreferred stock. No PPL Electric preferred slock was issued or outstanding in 2015.2014 or
2013. Prior to October 31, 2013, PPL Electric was authorized to issue up to 10 million shares ofpreference slock.

(LG&E)

LG&E is authorized to issue up to 1.720.000 shares ofpreferred slock at a S25 par value and 6,750.000 shares ofpreferred stock without par value. LG&E had
no preferred stock issued or outstanding in 2015.2014 or 2013.

(KU)

KU is authorized to issue up to 5.300.000 shares of preferred slock and 2.000.000 shares of preference slock without par value. KU had no preferred or
preference slock issued or outstanding in 2015. 2014 or 2013.

4. Earnings Per Share

(PPL)

Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number ofcommon shares outstanding during
the applicable period. Diluted EPS is computed by dividing income available to PPL common shareowners by the weighted-average number ofcommon
shares outstanding, increased by incremental shares that
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would beoutstanding ifpoiemially diluiivenon-panicipaiing securities were converted tocommon shares ascalculated using the Treasury Stock Method or
If-Convertcd Method, asapplicable. Incremental non-participating securities thathave a dilative impact are detailed in the table below.

Reconciliations of theamounts of income and shares of PPL common stock (inthousands) for theperiods ended December 31 u.sed inthe EPS calculation
are;

Income (Numerator)

Income from continuing operations after income taxes
Less amounts allocated to participating securities
Income from continuing operations after income taxes available to PPLcommon
shareowners - Eiasic

Plusinterestcharges(net of tax) related to Equity Units(a)
Income from continuing operations after income taxes available to PPL common
shareowners - Diluted

Income (loss) from discontinued operations (net of income taxes) available to PPL
common shareowners - Dasic and Diluted

Nel income

Less amounts allocated to participating securities
Nei income available to PPL common shareowners - Basic

Pius interestcharges (net of tax) related to Equity Units (a)
Net income available lo PPL common shareowners - Diluted

Shares of Common Stock (Denoroinator)
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

Basic EPS

Available to PPL common shareowners:

Income from continuing operations after income taxes
Income (los.s) from discontinued opcraiions(nei of income taxes)
Net Income

Diluted EPS

Available lo PPL common shareowners:

Income from continuing operations after income taxes
income I loss) from discontinued operations (net of income taxes)

Nei Income

2015 2014 2013

$ 1.603 s 1.437 S 1.368
6 7 7

1.597 1.430 1.361

9 44

s 1,597 s 1.439 S 1.405

s (921) s 300 $ 1238)

s 682 s 1.737 s 1.130

2 9 6

6811 1.728 1.124

9 44

s 680 s 1.737 s 1.168

669.814 653,504 608.983

2.772 1.910 1.062

10.559 52.568

460

672.586 665,973 663.073

s 2.38 s 2.19 5 2.24

(1.37) (1,45 (0.39)

s I.OI $ 2.64 S 1.85

s 2.37 s 2.16 5 2.12

(1.36) 0.45 10.36)

s I.OI s 2.61 S 1.76

(a) In 2014 and 2013. the If-Convened Method was applied to the Equity Units prior to selilemeni. See Note 7 for additional information on the Equity Units, including the issuance
of PPL common stock lo settle the Purchase contracts,

lb) The Treasury Stuck Method was applied to non-panicipating share-based payment awards and forward sale agreements.

For the year ent^edDecember 31. PPL Issued common slock related to stock-based compensation plans and DRIP as follows (in thousands):

2015

Stock-based compensation plans (a) 4,853
DRIP 1.728

(a) includes stock options exercised, vesting of performance units, vesting of restricted stock and restricted stock units and conversion of stock units grunted to dircclurs.

See Note 7 for additional information on common slock issued under ATM Program.

For the years ended December 31. the following shares (in thousands) were excluded from the compulations ofdiluted EPS because the efiect would have
been aniidilutive.
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Stock options
Performance units

Restricted stock units

5. Income and Other Taxes

(PPL)

"Income from ContinuingOperations Before IncomeTaxes"included the following.

Domestic income

Foreign income

Total

2015 2014 2013

1,087 1,816 4,446
36 5 55

31 29

2015 2014 2013

S 968 S 922 $ 669

1.100 1.207 1.059

S 2.068 S 2.129 $ 1.728

Deferred income taxes reflect the net tax efTects of temporary differences between thecarrying amounts of assets and liabilities for accounting purposes and
their basis for income lax purposesand the lax efTects of net operating loss and tax credit carryforwards. The provision for PPL'sdeferred income taxes for
regulated assetsand liabilities is based upon the ratemaking principles of the applicable jurisdiction. See Notes 1and 6 foradditional information.

Net deferred tax assets have been recognized based on management's estimates of future taxable income for the U.S. and the U.K.

Significant components ofPPL's deferred income tax assets and liabilities were as follows.

Deferred Tax Assets

Deferred investment tax credits

Regulatory obligations
Accrued pension costs
Federal losscarryforwardsta)
Slate loss carryforwards (b)
Federal and stale lax credit carryforwards
Foreign capital loss carryforwards
Foreign loss carryforwards
Foreign • pensions
Foreign • regulatory obligations
Foreign • other
Coniribuiions in aid of construction

Domestic - other

Unreali/ed losses on qualifying derivatives
Valuation allowances (b)

Total deferred tux assets

Deferred Tax UabiUtles

Domcaic plant • net
Taxes recoverable through future rates
Other regulatory assets
Reacquired debt costs
Foreign plant • net
Domestic - other

Total deferred tax liabilities

Net deferred tax liability

2015 2014

S 50 S 52

123 131

217 200

587 129

319 225

201 196

387 446

4 6

171 182

12 23

8 11

139 138

209 194

1.5 46

(662) (622)

1.780 1.357

3.875 3,079
162 156

332 322

28 31

777 854

24 17

5.198 4,459

S 3.418 S 3.102

(a) Increase in Federal los.s carryforwards primarily relates to the extension of bonus depreciation and the impact of bonus depreciation related to the provision to return adjustments.
(b) IncludesS77 million of deferred lax as.seis relatedto stalelosscarryforwardsand related valuation allowances previously reflectedon the PPL Energy Supply Segment. The

deferred ia.\ assetsand related valuation allowance remain with PPL after the spmoff.

State deferred taxes are determined on a by entity, by jurisdiction basis. As a result. S22 million of net deferred tax assets are shown as "Other noncurrent
assets" on the Balance Sheet.
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Ai December 31. PPL had the following loss and tax credit canyforwards.

Loss carry forwards
Federal net operating losses (a)
Federal charitable contributions

State net operating losses (a) (b)
Stale charitable contributions

Foreign net operating losses (c)
Foreign capital losses (d)

Credit carryforwards
Federal investntent tax credh

Federal alternative minimum tax credit

Federal - other (e)
State - other

2015

1.660

IS

5.269
34

21

2.152

125

40

29

5

Expiration

2029-2035

2020

2017-2035

2016-2020

Indefinite

Indefinite

2025-2028

Indefinite

2016-2035

2022

la) Includesan insignificant amount of federaland statenet operating losscarryforwardsfrom excess lax deductionsrelated to stock compensation for whicha tax benefit willbe
recorded in Equity when realized.

(b) A valuation allowance of S254 million has been recorded against the deferred tax assets for these losses.
(c) A valuation allowance of S4 miUion has been recorded against the deferred tax assets for these losses.
(d) A valuation allowance of S387 million has been recorded against the deferred tax assets for these losses.
(e) A valuation allowance of S12 million has been recorded against the deferred lax assets for these credits.

State capital loss and foreign tax credit carryforwards were insignificant at December 31.2015.

Valuation allowances have been established for the amount that, more likely than not, will not be realized. The changes in deferred lax valuation allowances
were as follows.

2015

20)4

2013

Balance at

Beginning
of Period

622

585

632

Additions

Charged
to income

24

57

25

Charged to
Other

Accounts

77 (b)
6

Deductions

61 (a)
26

72 (a)

Balance

at End

of Period

662

622

585

(a) The reductions uf the U.K. statutory income tax rates in 2(115 and 2013 resulted in S44 million and $67 million in reductions in deferred tax assetsand the corresponding
valuation allowances. See "Reconciliationof Income Tax Expense" below for more information on the impact of the U.K. Finance Acts2015 and 2013.

lb) Valuation allowance related to deferred tax as.setspreviously reflected on the PPL Energy Supply Segment The deferred tax assets and related saluation allowance remain with
PPL after the spinoff.

PPL Global does not record U.S.income taxes on the undistributed earnings of WPD.with the exception ofcertain financing entities, as management has
determined that the earnings are indefinitely reinvested. Historically, dividends paid by WPDhave been distributions fromcurrent year's earnings. WPD's
long-term working capital forecasts and capital expenditure projections for the foreseeable ftilure require reinvestment ofWPD'sundistributed earnings, and
\VTD would have to issue debt or access credit facilities to fund any distributions in excess ofcurrent earnings. Additionally. U.S. long-term working capital
forcca.stsand capital expenditure projections for the foreseeable future do not require or contemplate di.siributions from WTD in excess ofsome portion of
fiiture WPDearnings. The cumulative undistributed earnings are included in "Earnings Reinvested" on the Balance Sheets. The amounts considered
indefinitely reinvested at December 31, 2015 and 2014 were $4.6 billion and S3.7 billion, re.spectivcly. If the WPDundistributed earnings were remitted as
dividends. PPL Global could be subject to additional U.S. taxes, net ofallowable foreign tax credits. It is not practicable to estimate the amount ofadditional
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.
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2015 2014 2013
Income Tax Expense (Benent)

Current - Federal

Currcnl - State

Current - Foreign

S (26)
25

89

$ 18 S

26

152

(102)

181
Total Current Expense 88 196 79

Deferred • Federal

Deferred • State

Deferred - Foreign

699

68

41

299

120

96

259

84

(53)
Total Deferred Expense, excluding operating los.s carryforwards 808 515 290

Investment tax credit, net - Federal (4) (5) (5)
Tax expense (benefit) of operating loss carryforwards

Deferred - Federal (a)
Deferred - State

Total Tax Fixpensc (Benefit) of Operating Loss Carryforwards

(396)

(31)
(427)

8

(22)

(14)

14

(18)

(4)

Total income taxes from continutng operations $ 465 S 692 $ 360

Total income tax expense - Federal S 273 S 320 S 166

Total income lax expense - State 62 124 66

Total income tax expense - Foreign 1.30 248 128

Total income taxes from continuing operations s 465 $ 692 S 360

(a) Increasein Federallosscarryforwardsprimarily relates to the extensionof bonus depreciationand the impactof bonus depreciation relatedto provision to return adjustments.

In the table above, the following income tax expense (benefits) are excluded fromincome taxes fnym continuing operations.

2015 2014 2013

Discontinued operations - PPL Energy Supply Segment
Siocfc-bascd compensation recorded to .Additional Paid-in Capital
Valuation allowance on state deferred taxes related to issuance costs of Purchase Contracts

recorded to Additional Paid-in Capital
Other comprehensive income
Valuation allowance on state deferred taxes recorded to other comprehensive income

$ (30) $

(2)
(4)

198 S

(4)

(190)

(180)
(2)

(2)
159

(7)

Total S (36) S 4 S (32)

2015 2014 2013

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

statutory tax rate - 35%
Increase (decrease) due to:

Slate income taxes, net of federal income tax benefit
Valuation allowance adjustments (a)
Impact of lower U.K. income tax rates (b)
U.S. income lax on foreign earnings - net of foreign tax credit (c)
Federal and state tax reserves adjustments (d)
Impact of the U.K. Finance .^cts on deferred tax balances (b|
Depreciation not normalized
State deferred lax rate change (e)
Interest benefit on U.K. financing entities
Other

Total increase (decrease)

Total income taxes from continuing operations

EffecHve income tax rate

724 S 745 S 605

31

24

(176)
8

(22)
(91)

(5)

(20)
(8)

28

55

(180)
63

(I)
(I)

(7)

(I)

(5)
(4)

17

24

(144)
21

(49)
(97)

(8)
15

(7)
(17)

(259) (53) (245)

$ 465 S

11
360

22.5% 32.5% 20.8%

(a) During 2015. PPL recorded $24 million of deferred income tax expense reluicd to deferred tax valuation allowances. PPL recorded stale deferred income lax expense of $12
milljon primarily related to increased Pennsylvania net operating loss carryforwards expected to be unutilized and S12 million of federal deferred income tax expense primarily
related to federal lax credit carryforwards that are expected to expire as a result of lower future taxable earnings due to the extension of bonus depreciation.

As a result of the PPL Fnergy Supply spinoff announcement. PPL recorded $50 million of deferred income tax expense during 2014 to adjust the valuation allowance on
deferred tax a.ssets primarily for state net operating loss carryforwards thai were previously supported by the future earnings of PPL Energy Supply. See Note 8 fur additional
information on the spinoff.

During 2013. PPL recorded $23 million of state deferred 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 Penns>Ivania net operating los.ses.
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(bt The U.K. Finance Acl 2015. enacted in November 2015. reduced the U.K. statutory income tas rote from 20% to 19% effective April 1. 2017 and from 19% to ]X%clTective
April I. 2020. Asa result. PPL reduced itsnetdeferred tax liabilities and recognized a deferred taxbenefit during 2015 related toboth rate decreases.

The U.K. Finance Act 2013. enacted in July 2013, reduced die U.K. statutory income tax rate from 23% to 21% effective .April I.2014 and from 21% to 20%effective April 1.
2015. Asa result. PPL reduced its net deferred tax liabilities and recognized a deferred tax benefit during 2013 related toboth rate decreases.

(c) During 2015. PPL recorded lower income taxes primarily attributable to a decrease in taxable dividends.

During2014. PPLrecorded S47 millionof income tax expense primarily attributableto taxabledividends.

During 2013. PPL recorded $28 million ofincome tax expense resulting from increased taxable dividends offset by aS19 million income tax benefit associated with a ruling
obtained fromthe IRS impacting the recalculation of2010 U.K.earnings and profits thai wasreflected on an amended 2010 U.S. lax return.

(d) In 2015, PPL recorded a S12 million tax benefitrelated to the settlement of the IRS audit for the Uxyears 1998-20]I.

In May 2013. theSupreme Court ruled that theU.K. Windfall Profits Tax (WPTi imposed on privatized utilities, including WPD. isa creditable taxfor U.S. federal income tax
purposes. Asa resultof the SupremeCourt ruling. PPL recorded a lax benefitofS44 million during 2013. of whichS19 millionrelatesto inieresn.

In 2013. PPLrecorded a federaland .stale incomelax reservebenefitof $7 millionrelated to strandedcost sccuritization. The reserve balanceat December31, 2013 related to
stranded costs sccuritization was zero.

te] During each period. PPL recorded adjustments related to itsDecember 31 state deferred tax liabilities asa result of annual changes instate apportionment andtheimpact onthe
future estimated state income tax rate.

2015 2014 2013
Taxes, other than income

State gross receipts (a)
Foreign property
Domestic Other

Total

s 89 S 102 S 98

148 157 147

62 58 53

s 299 $ 317 S 298

(a) Thedecrease in 2015 wasprimarily due to the settlement of a 2011 grossreceipts taxaudit resulting in the reversal of S17 million of previously recognized reserves

(PPL Eleciric)

The provision for PPLEleciric'sdeferred income taxes for regulated assets and liabilities is based upon the ralcinaking principles reflected in rates established
by the PUCand the FERC. ThedilTerence in the provision fordeferred income taxes forregulaied assetsand 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 Eleciric's deferred income tax assets and liabilities were as follows.

2015 2014

Deferred Tax Assets

Accrued pension costs
Contributions in aid of construction

Regulatory obligations
State loss carryforwards
Federal loss carryforwards (a)
Other

Total deferred lax assets

Deferred Tax Liabilities

F.icctnc utility plant - net
Taxes recoverable through future rales
Rcacquired debt costs
Other regulatory assets
Other

Total deferred tax liabilities

Net deferred tax liability

S 92 S 85

111 no

56 39

27 30

146 51

87 54

519 369

1.803 1,453

135 132

18 20

213 173

13 16

2,182 1,794

s 1.663 S 1.425

(a) lncrea.se in Federallos.s carryforwardsprimarilyrelatesto the extensionof bonus depreciationand the impactof bonus depreciation related to the provision to return adjustments.
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At December31, PPLElectric had the following loss carryforwards.

Loss carry forwards
Federal net operating losses
Federal charitable contributions

State net operating losses
State charitable cunlribulions

Credit carryforwards were insignificant at December} 1.2015.

2015

411

i

410

13

Expiration

2031-2035

2020

2030-2032

2016-2020

Details of thecomponents ofincomeiax e.xpense. 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.

2015 2014 2013
Income Tax Expense (Benent)

Current - Federal j
Current • State

(80)

23

S 60 S

15

(15)
(4)

Total Current Expense (Benefit) (57) 75 (19)
Deferred - Federal

Deferred - State

287

12

o>o
—

109

16

Total Deferred Expense, excluding operating loss carryforwards 299 86 125

Investment tax credit, net - Federal (1) (1)
Tax expense (benefit) of operating tos.s carryforwards

Deferred - Federal

Deferred - State

(75)

(3)

4

(1)
Total Tax Expense (Benefit) of Operating Loss Carryforwards (78) 3

Total income tax expense S 164 S 160 S 108

Total income tax expense - Federal S
Total income tax expense - State

132

32

s 129 $

31

97

11

Total income tax expense S 164 5 160 S 108

2015 2014 2013

Reconclliaiion of income Taxes

Federal income tax on Income Before Income Taxes at statutory tax rate • 35% S 146 S 148 S ill

Increase (decrease) due to

State income taxes, net of federal Income lax benefit
Federal and state tax resetses adjustments (a)
Federal and state income lax return adjustments
Depreciation not normalized
Other

25
•>

(2)
(4)
(3)

22

(II
1

(6)

(4)

16

(9)

(I)
(6)

(3)
Toml increase (decrease) 18 12 (3)

Total income tax expense S 164 S 160 S 108

Effective income tax rate 39.4% 37.8% 34.1%

(a) PPL Electric recorded a lax benefit ofS? million during 2013 to federal and state income lax reserves related to stranded cost securiiizaiion. The reserve balance at December 31.
201 y related to stranded costs securiiizaiion wa.s zero.

2015 2014 2013

Taxes, other than income

State gross receipts (a) S
Property and other

89

5

S 102 S
5

98
5

Total S 94 S 107 S 103

la) The decreasein 2015 wasprimarilydue to the senlemcniof a 2011 gross receiptslax uidil resulting in the reversalof SI7 millionof previously recognized reserves.

(LKE)

The provision for LKE'sdeferred income taxes for regulated assct.s and liabilities is based upon the ratemaking principles reflected in rates established by the
KPSC.VSCC, TRAand the FERC. ThcdilTerence in the provision for deferred income taxes for regulated assets and liabilities and the amount that otherwise
would be recorded under G.AAP is deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.
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Significant components ofLKE'sdeferred income lax assets and liabilities were as follows.

2015 2014
Deferred Tax Assets

Federal loss carryforwards (a) S 280 S 46
Suite loss carryforwards 35 36
Tax credit carryforwards 181 182
Regulators' liabilitics 66 92
Accrued pension costs 53 53
Income taxes due to customers 17 20
Deferred investment tax credits 50 51
Derivative liability 18 45
Other 55 44
Valuation allowances (12)

Total deferred lax assets 743 569

Deferred Tax liabilities

Plant - net 2.076 1,639
Regulatory assets 119 143
Other 11 12

Total deferred tax liabilities 2,206 1,794
Net deferred tax liability S 1,463 $ 1,225

(a) increase in Federalios-s carryforwardsprimarilyrelatesto the extensionof bonus depreciation and the impactof bonus depreciation relatedto the provision to return udjusments.

LK£ expects to have adequate levels oftaxable income to realize its recorded deferred income tax assets.

At Decembers 1, LKE had the following loss and tax credit carryforwards.

Loss carry forwards
Federal net operating losses
State net operating losses
State capital losses

Credit carryforwards
Federal investment lax credit

Federal alternative minimum tax credit

Federal - other

Slate • other

Changes in defeircd tax valuation allowances were:

2015

2014

2013

Balance at

Beginning
of Period AddhioDS

12 (a)

2015

Deductions

SGI

934

1

125

28

27

5

4 (hi

1 (b)

F-xplration

2029-2035

2028-2035

2016

2025-2028

Indefinite

2016-2035

2022

Balance

at End

of Period

(a) Represents tax credits expiring in 2016 through 2020 that are more likely than not to expire before being utilized.
(b) F'rimarlly related to the expiration of state capital loss carryforsvards.

Details of ihe components of income tax expense, a reconciliation of federal income taxes derived Imm statutory tax rales applied to "Income fiom
Continuing Operations Before Income Taxes" to income taxes for reporting purposes, and detail.s of "Taxes, other than income" were:
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2015 2014 2013
Income Tax Expense (Benefit)

Current - Federal

Current - Slate
S 2

1

S (247) $
8

(59)
10

Total Current Expense (Benefit) 3 (239) (49)
Deferred - Federal

Deferred - Slate
405

32

437

23

244

20
Total Deferred Expense,excluding benefitsof operating losscarryforwards 437 460 264

Investment tax credit, net • Federal (3) (4) (4)
Tax benefit of operating loss carryforwards

Deferred - Federal

Deferred - Stale
(198) (8) (4)

(II
Total Tax Benefit of Operating Loss Carryforwards (198) (8) (5)

Total income tax expense from continuing operations (a) $ 239 S 209 S 206

Total income tax expense - Federal
Total income tax expense • State

s 206

33

s 178 $

31

177

29

Total income tax expense from continuing operations (a) s 239 s 209 S 206

(a) Excludes eurrenl and deferred federal and stale lax expense (benefit) recorded to Discontinued Operations oflcss than SI million in 2015 and 2014. and SI million in 2013. Also,
excluilcs deferred federal and stale tax expense (benefit) recorded to OCI of less than S(l) million in 2015. Si36) million in 2014 and $18 million in 2013,

ReconciKalion of Income Taxes

Federal income tax on Income Before Income Taxes at

statutory tax rate • 35%
Increase (decrease) due to:

State income taxes, net of federal income tax benefit
Amortisation of investment lax credit

Valuation allowance adjustment (a)
Other

Total increase (decrease)

Total income lax expense from continuing operations

effective income tax rate

2015

211 S

22

(3)

12

(3)

28

239

39.6%

(a) Representsa valuation allowance against tax credits expiring from 2016 through 2020 that arc more likely than not to expire before being utilized.

Taxes, other than income

Properly and other
Total

2015

57 S

57 S

2014

194 S

20

(4)

(1)

15

209

37.8%

2014

52 $

52 $

2013

193

20

(4)

(3)

13

206

37.4%

2013

48

48

fLG&E)

The provision for LG&E'sdeferred income taxes for regulated assets and liabilities is based upon the ratemaking principles reflected in rates established by
the KPSCand 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 GAAPis deferred and included in "Regulatory assets" or "Regulatory liabilities" on the Balance Sheets.

Significant components of LG&E's deferred income tax assets and liabilities were as follows.

Deferred Tax Assets

Federal los.scarryforwards (a)
Regulatory liabilities
Deferred investment tax credits

Income taxes due to customers

Derivative liability
Other

Total deferred tax assets

146

2015

76

38

13

17

18

15

177

2014

51

14

15

32

9

124
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Deferred Tat Liabilities

Plant - net

Regulatory a^seu
Accrued pennon coss
Other

Total deferred lax liabilities

Net deferred tax liability

2015 2014

896 698

75 90

28 28

7 8

1.006 824

% 829 S 700

(a) Increase in Federal loss carryforwards primarily relates to the extension of bonus depreciation.

LGi&E expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.

At December 31.20! 5, LG&E had $218 millionof federal net operatinglosscarryforwards that expire in 2035. SI millionof federal credit carryforwards thai
expire from 2031 lo 2035 and S2 million ofstate credit carryforwards that expire in 2022.

Detailsofthe components of income tax expense, a i^conciliation of federal income taxes derived from statutory tax rates applied to "Income BeforeIncome
Taxes" to income taxes for reporting purposes, and details of"Taxes, other than income" were;

2015 2014 2013

IncomeTax Expeose(Benefit)
Current - Federal

Currcni - State

S (15)

3

S (25)
10

S 52

16

Total Current Expense (Benefit) (12) (15) 68

Deferred - Federal

Deferred - State

190

13

1 14

6

33

(2)
Total Deferred Expense, excluding benefits of operating loss carryforwards 203 120 31

Investment tax credit, net • Federal (1) (2) (2)

Tax bcncHt of operating loss carryforwards
Deferred - Federal (76) (3)

Total Tax Benefit of Operating Loss Carryforwards (76) (3)

Total income tax expense s 114 S 103 £ 94

Total income tax expense - Federal
Total income tax expense - State

5 98

16

s 87

16

S 80

14

Total income lax expense S 1)4 s 103 S 94

2015 2014 2013

Reconciliation of Income Taxes

Federal income lax on Income Before Income Taxes at

statutory tax rate • 35Va S ICS s 95 S 90

increase (decrease) due lo:

Slate income taxes, net of federal income tax benefit

Amortization of investment lax credit

Other

It

(1)
(I)

10

(2)

10

(2)
(4)

Total increase (decrease) 9 R 4

Total income tax expense S 114 s 103 S 94

Effeciive Income tax rate 38.1%

2015

37,9<'„

2014

36.6%

2013

Taxes, other than income

Property and other S 28 s 25 S 24

Total s 28 s 25 s 24

(KU)

The provision for KLTs deferred income taxes for regulated assets and liabilities is based upon the raiemaking 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 otherwi.se
would be recorded underGAAP is deferred and included in "Regulatory assets" or"Regulaloiy liabilities" on the Balance Sheets.
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Significant components ofKLTs deferred income tax assets and liabilities were as follows.

2015 2014
Deferred Tax Assets

Federal loss carryforwards (a) $ 97
Regulatory liabilities 28 S 41
Deferred investment tax credits 36 37
Income taxes due to customers 2
Derivative liability 13
Other 7 7

Total deferred tax assets 168 100

Deferred Tax Liabilities

Plant - net 1.164 922
Regulatory assets 44 53
Other 6 7

Total deferred tax liabilities 1.214 982

Net deferred tax liability S 1.046 S 882

(a) Increase in Federal toss carryforwards primarily relates to the extension of bonus depreciation.

KU expects to have adequate levels of taxable income to realize its recorded deferred income tax assets.

At December31,2015, KU had S279 million of federalnet operating loss carryforwards that expire in 2035 and S2 million of state credit carryforwards that
expire in 2022.

Details ofihe components of income tax expense,a reconciliation of federal incometaxesderived from statutory tax ratesapplied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of"Taxes, other than income" were:

2015 2014 2013

income Tax Expense (Benefll)
Current - Federal

Current - Stale
S (21)

1

S (95)
6

S 51

12

Total Current Expense (Benefit) (20) (89) 63

Deferred - Federal

Deferred • Slate
240

19

212

14

66

8

Total Deferred Expense, excluding benefits ofoperating loss carryforwards 259 226 74

Invcslmenl tax credit, net • Federal (2) (2) (2)
Tax benelll of operating loss carryforwards

Deferred - Federal (97) (3)
Total Tax Benefit of Operating Loss Carryforwards (97) (3)

Total income tax expense (a) S 140 S 135 s 132

Total income tax expense • Federal
Total income lax expense - Slate

s 120

20

s 115

20

s 112

20

Total income tax expense (a) $ 140 5 135 $ 132

la) Excludes deferred federal and state tax expense (benefit) recorded to OCI oflcss than 5(1) million in 2015. 2014 and 2013.

2015 2014 2013

Reconciliation of Income Taxes

Federal income tax on income Before Income Taxes at

statutory tax rate • 35% s 131 S 124 s 126

Increase (decrease) due to:

State income taxes, net of federal income lax benefit

Amortization of investment tax credit

Other

13

(2)

(2)

13

(2)
14

(2)

(6)
Total increase (decrease) 9 11 6

Total income tax expense s 140 5 135 s 132

Effective income tax rate 37.4%

2(115

38.0%

2014

36.7%

2013

Taxes, other than income

Property and other s 29 S 27 s 24

Total 5 29 s 27 $ 24
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Unrecognized Tax Benefits (AllRi-gisirants)

PPL or its subsidiaries file tax returns in tourmajorlax jurisdictions.The incometax provisionsforPPL Electric, LKE.LG&E and KUarecalculatedin
accordance with an intercompany tax sharing agreement which provides thattaxable income becalculated as ifeachdomestic subsidiary filed a separate
consolidated return. Based onthislaxsharing agreement, PPL Electric or itssubsidiaries indirectly ordirectly file tax returns in two major tax jurisdictions,
and LKE, LG&E and KU or their subsidiaries indirectly or directly file tax returnsin two majortaxjurisdictions. With few exceptions,at December 31.2015.
these jurisdictions, as well as the tax years that are no longer subject to examination, were as follows.

PPL PPL Electric UcE LC&E KIJ
U.S. (federal) 20IIandprior 2011andprior 20nandprior 20IIandprior lOllandprior
Pennsylvania (stale) 201 land prior 2011 and prior
Kennicky (state) 2010 andprior 2010andprior 2010andprior 2010andprior
U.K. (foreign) 2012 and prior

Other (PPL)

In2015. PPLrecordeda tax benefit ofS24 million, related to the settlement ofthe IRSaudit for tax years 1998-2011. Of this amount. $12 million is reflected
in Income from Continuing Operations After Income Taxes.

€. Utility Rate Regulation

Regulatory Assets and Liabilities

(All Regisnvnis)

PPL. PPL Electric. LKE, LG«S:.E and KU reflect the effects of regulatory actions in the financial statements for their cost-based raic-reguiated utility operations.
Regulatory assets and liabilities are classified as current if. upon initial recognition, the entire amount related to that item will be recovered orreflinded
within a year of the balance sheet date.

WPD is not subject to accounting for the effects ofcertain types of regulation as prescribed by GAAP and does not record regulatory assets and liabilities. See
Note I foradditional information.

(PPL LKE. LG&E and Ki'i

LG&E is subject to the jurisdiction of the KPSC and FERC. and KU is subject to the jurisdiction olThe KPSC. FERC. VSCC and TRA.

LG&E's and KLTs Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and short-term debt) including
adjustments forcertain net investments and costs recovered separately through other means. As such. LG&Eand KUgenerally earn a return on regulatory
assets.

Asa result ofpurchase accounting requirements, certain fair value amounts related to contracts that had favorable or unfavorable terms relative to market
were recorded on the Balance Sheets with an offsetting regulatory asset or liability. LG&E and KU recover in customer rates the cost ofcoal contracts, power
purchases and emission allowances. As a result, management believes the regulatory assets and liabilities created to offset the fair value amounts at LKE's
acquisition dale meet the recognition criteria established by existing accounting guidance and eliminate any rate-making impact of the fair value
adjustments. LG&E's and KU'"s customer rates will continue to reflect the original contracted prices for these contracts.

(PPL LKE and KU)

KU's Virginia base rates arc calculated based on a return on rate ba.se (net utility plant plus working capital less deferred taxes and misccUaneous deductions).
All regulatory assets and liabilities, except the levelized fuel factor, are excluded from the return on rate base utilized in the calculation ofVirginia base rales.
Therefore, no retum is earned on the related assets.

KU's rates to municipal customers for wholesale requirements are calculated based on annual updates to a rale formula that utilizes a retum on rale base (net
utility plant plus working capital less deferred taxes and miscellaneous deductions). All
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regulaiory assetsand liabilitiesare excludedfrom the return on rate baseutilized in the development of municipal rates. Therefore, no retum is earned on the
related assets.

(PPL and PPL Electric)

PPL Electric's distribution baserates arecalculated based on recovery ofcosts as well asa return on distribution rate base (net utilityplant plusa working
capital allowance less plant-related deferred taxes and other miscellaneous additions and deductions), PPL Electric's transmission revenues are billed in
accordance with a FERC tariffthatallows for recovery of transmission costsincurred, a return on transmission-related rate base (netutilityplant plusa
working capital allowance less plant-related deferred taxes and other miscellaneous additions and deductions) and an automatic annual update. See
'Transmission Formula Rate" below for additional information on this tariff. All regulatory assets and liabilities are excluded fromdistribution and
transmission retumon investment calculations: therefore, generallyno retum is earnedon PPL Electric's regulatory assets.

{AU Registrants)

The following table provides informationabout the regulatory assets and liabilities of cost-based rate-regulated utility operations at December31.

PPL PPL Electric

2015 2014 2015 2014

Current Regulatory A-vsecv
Environmental cost recovery S 24 S 5

Gas supply clause 1 15

Transmission service charge 10 6 S 10 s 6

Other 13 11 3 6

Total current regulatory assets (a) S 48 S 37 S 13 S 12

Noncurrent Regulatory Assets:
Defined benefit p[an.s S 809 s 720 s 469 $ 372

Taxes recoverable through future rates 326 316 326 316

Storm costs 93 124 30 46

Unamonized loss on debt 68 77 42 49

Interest rate swaps 141 122

Accumulated cost of removal of utility plant 137 114 137 114

AROs 143 79

Other 16 10 2

Total noncurrent regulatory assets $ 1.733 S 11.562 s 1.006 S 897

Current Regulatory Liabilities:
Generation supply charge
Demand side management
Gas supply clause

S 41
8

6

s 28

2

6

s 41 S 28

Transmission formula rate 48 42 48 42

Fuel adjustment clause 14

Storm damage expense
Other

16

12

3

10

16

8

3

3

Total current regulatory liabilities S 145 s 91 s 113 S 76

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant S 691 s 693

Coal contracts (b) 17 59

Power purchase agreement - OVEC (b)
Net deferred tax axsets

83

23

92

26

Act 129 compliance rider
Defined benefit plans

22

24

18

16

s 22 S 18

Interest rale swaps
Other

82

3

84

4

Total noncurrent regulatory liabilities S 945 s 992 s 22 $ 18
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Current Regulatory Asseus;
Environmental cost recovery
Gas supply clause
Fuel adjustment clause
Gas line tracker

Other

Total current regulatory assets

Noncunent Regulatory Assets:
Ekflned benefit plans
Storm costs

Unamoriized loss on debt

Interest rate swaps
ARCS

Plant retirement costs

Other

Total noncurrcnt regulatory assets

Current Regulatory Liabilities:
Demand side management
Gas supply clause
Fuel adjustment clause
Gas line tracker

Other

Total current regulatory liabilities

Noncunent Regulatory Liabilities:
Accumulated cost of removal

of utility plant
Coal contracts (b)
Power purcha.se agreement - OVEC (b)
Net deferred tax assets

Defined benefit plans
Interest rate swaps
Other

Total noncurrenl regulatory liabilities

LKE

2015

24 S

35 S

340 S

63

26

141

143

6

727 S

8 S

6

14

4

32

691 S

17

83

23

24

82

3

923 S

2014

S S

15

4

25 S

348 S

7R

28

122

79

10

665 S

2 S

15 $

693 S

59

92

26

16

84

4

974 $

2015

LG&E

13 S

I

16 S

215 $

35

17

98

57

424 S

4 S

6

2

13 S

301 S

7

57

23

41

2

431 S

2014

4 S

15

2

21 S

215 S

43

18

89

28

397 S

I s
6

3

10 S

302 S

25

63

24

42

2

458 S

KU

2015

11 S

8

19 S

125 S

28

9

43

86

6

6

303 S

4 S

12

_J
19 5

390 S

10

26

24

41

492 S

2014

133

35

10

33

51

268

391

34

29

2

16

42

2

516

(a) For PPL. these amounts are included in "Other current assets" on the Balance Sheets.

(b) These liabilities were recorded asoffsets to certain intangibleassets that were recordedat fair value upon the acquisition of LKF. by PPL.

Following is an overview ofselected regulatory assets and liabilities detailed in the preceding tables. Specific developments with respect to certain of these
regulatory assets and liabilities are discussed in "Regulatory Matters."

Defined Benefit Plans

(.4// Regisfranrs)

Defined benefit plan regulatory assets and liabilities represent the portion of unrecogni?ed transition obligation, prior service cost and net actuarial gains and
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
fiinded status ofdefined benefit plans is re-measured. Of the regulatory asset and liability balances recorded, costs ofS46 million for PPL.S i8 million for PPL
Electric.S28 million for LKE.SI 9 million for LG&E and S9 million for KUare expected to be amortized into net periodic defined benefit costs in 20! 6 in
accordance with PPL's.PPL Electric's. LKE's,LG&E's and KLTs pension accounting policy.

(PPL. LKE. LG&E and KU)

As a result of the 2014 Kentucky rate case settlement that became effective July 1. 2015. the difierencc between pension cost calculated in accordance with
LG&E and KLTs pension accounting policy and pension cost calculated using a 15 year amortization period foractuarial gains and losses is recorded as a
regulatory asset. As of December 31, 2015. the balances were SI 0 million for PPL and LKE. $6 million for LG&E and S4 million for KU. Of the costs
expected to be amortized into net periodic defined benefit costs in 2016. SI 0 million for PPL and LKE. S6 million for LG&E and S4 million for KU are
expected to be recorded as a regulatory asset in 2016.
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(All Regislrants)

Storm Costs

PPL Eleclric, LG&E and KU have the abilily to request Irom the PUC. KPSC and VSCC. asapplicable, the authority totreat expenses related tospecific
extraordinary slonns asa regulatory asset and defer such costs for regulatory accounting and teporting purposes. Once such authority isgranted. LG&E and
KUcan request recovery ofthose expenses ina base rate case and begin amortizing the costs when recovery starts, PPL Electric can recover qualifying
expenses caused bymajor storm events, asdefined in itsretail tariff, over three years through the Storm Damage Expense Rider commencing inthe
application year after the storm occurred. LG&E'sand KU's regulatory assets for storni costs are being amortized through various dates ending in2020.

Unamortized Loss on Debt

Unamortized lesson reacquired debt represents losseson long-term debt reacquired orredeemed that have been deferred and will be amortized and recovered
overeither theoriginal life oftheextinguished debt or the life of the replacement debt (inthecase ofrefinancing). Such costs arc being amortized through
2029 for PPL Eleclric. 2035 for LG&E and through 2040 for PPL, LKE and KU.

Accumulated Cost of Removal of UtilHv Plant

LG&E and KU accrue forcostsof removal through depreciation expense with an offsetting credit to a regulatory liability. Theregulatory liabilityis relieved
as costs are incurred.

PPL Electric does not accrueforcostsof removal. When costsof removal are incurred. PPL Electricrecords the costsas a regulatory asset.Suchdeferral is
included in ratesand amortized over the subsequent five-yearperiod.

(PPL and PPL Electric)

Generation SuddIv Charge

The generation supply charge is a cost recovery mechanismthat permits PPLElectric to recovercosts incurred to provide generation supply to PLR
customerswho receive basic generation supply sen icc. The recovery includes charges for generation supply (energy and capacity and ancillary services),as
wellas administration of the acquisition process. In addition, the generation supply charge contains a reconciliation mechanismwhereby any over- orunder-
recovcry from prior quarters is refunded to. or recovered fkim. customers through the adjustment factordetermined forthe subsequent quarter.

Transmission Service Charge EfSC)

PPL Electric is charged by PJM for transmission ser\'ice-reialed costs applicable to its PLR customers. PPL Electric passes these costs on to customers, who
receive basic generation supply service through the PUC-approved TSCcost recovery mechanism.The TSCcontains a reconciliation mechanismwhereby
any over- or under-recoverv' from customers is either refunded to. or recovered from, customers through the adjustment factordetermined for the subsequent
year.

Transmission Formula Rate

PPL Electric's transmission revenues arc billed in accordance with a FERC-approvcd Open Access Transmission TarifTthat utilizes a formula-based rale
recovery mechanism. Under this formula, rates are put into effect in June ofeach year based upon prior year actual expenditures and current year forecasted
capital additions. Rates arc then adjusted the following year to reflect actual annual expenses and capital additions. Any diflferenee between the revenue
requirement in effect for the prior year and actual expenditures incurred forthat year is recordedas a regulatory asset or regulatory liabilit)'.

Storm Damage Expense

In accordance with the PUC's December 2012 final rate case order. PPL Electric proposed the establishment of a Slonn Damage Expense Rider (SDER) with
the PUC. In April 2014. the PUC issued a final order approving the SDER with a January 1.2015 effective dale. On June 20.2014. the Office ofConsumer
Advocate (CXTA) filed a petition requesting the Commonwealth Court ofPennsylvania to reverse and remand the April 2014 order, which petition remains
outstanding. On
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Januaiy 15.2015, the PUC issued an order modifying the effective dale ofthe SDER toFebruary 1.2015. See below under "Regulatory Matters-
Pennsylvania Activities" foradditional infonnalion on the SDER.

Taxes Recoverable through Future Rates

Ta-xes recoverable through ftiture rates represent the portion offuture income taxes that will berecovered through future latcs based upon established
regulatory practices. Accordingly, this regulatory asset isrecognized when theoffsetting deferred tax liability isrecognized. Forgencral-purpo.se financial
reporting, this regulatory asset and thedeferred tax liability arenotoffset; rather, each isdisplayed separately. This regulatory asset isexpected tobe
recovered over the period that the underlying book-tax timing differences reverse and the actual ca.sh taxes are incurred.

Act 129 Compliance Rider

incompliance with Pennsylvania's Act 129 of2008 and implementing regulations. Phase IofPPL Elect tie's eneigy efficiency and conservation plan was
approved by a PUC orderin October 2009.Theorder allows PPL Electric to recover the maximum $250million costof the program ratably overthe lifeof
theplan,from Januaiy 1.2010through May 31,2013. Phase II of PPL's energy elTiciency andconservation planallows PPL Electric to recover the maximum
S185 million co.st of the program overthe three yearperiod June 1. 2013 through May 31.2016.Theplan includes program.s intended to reduce electricity
consumption. The recoverable costs includedirect and indirectcharges, including designand development costs,general and administrative costsand
applicablestale evaluatorcosts.The ratesareapplied to customers whoreceive distributionserv ice through the .Act 129Compliance Rider. Theactual
program costsarereconcilable, and any over-or under-recovery from customers will be refunded or recovered at the end olTheprogram. Seebelowunder
"Regulatory Matters - Pennsylvania Activities" foradditional information on Act 129.

(PPL. LKE. LG&E and KL'l

Environmenta! Cost Recovery

Kentucky law permits LG&E and KU to recover the costs, including a return of operating expenses and a return of and on capital invested, of complying with
the Clean Air Act and those federal, state or local environmental requirements which apply to coal combustion wastes and by-products from coal-fired
electric generating facilities.The KPSC requires reviewsof the past operations of the environmental surcharge forsix-month and two-yearbilling periods to
evaluate the related chaises, credits and rates ofretum.as well as to patvide fonhe roll-in ofECR amounts to base rales each two-yearperiod. Asa result of
the 2014 Kentucky rate case settlement that became effective July 1.2015. LG&E and KUwere authorized to eam a 10% return on equity for all their
existing ECRplans. The ECR regulatory asset or liability represents the amount that has been under- or over-recovereddue to liming or adjustments to the
mechanism and is typically recovered within 12 months.

Gas Supply Clause

LG&E'snatural gas rates contain a gas supply clause, whereby the expected cost of natural gas supply and variances between actual and expected costs from
prior periods are adjusted quarterly in LG&E'srales, 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 as.sets or liabilities represent the total
amounts that have been under- or over-recovered due to timing or adjustments to the mechanisms and arc typically recovered within 18 months.

Fuel Adjustment Clauses

LG&E'sand KU'sretail electric rates contain a fuel 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'sand KU'srates. The KPSC requires public hearings at six-month intervals to examine past
fuel adjustments and at two-year intervals to reviewpast operations of the fuel adjustment clause and. to the extent appropriate, reestablish the fuel charge
included in base rates. The regulatory assets or liabilities reprc.sent the amounts that have been under- or over-recovered due to timing or adjustments to the
mechanism and are typically recovered within 12 months.

KU also employs a levelized fuel factor mechanism for Virginia customers using an average fuel cost factor based primarily on projected fuel costs. The
Virginia levelized fuel factor allows fuel recovery based on projected fuel costs for the coming year plus an adjustment for any under-or over-recovery offuel
expenses fhrm the prior year. The regulatory assets or

153

• ' ' '•-L" :V. • ' i'nWT'/J t., ;• Hi; riiHil fiV-V I'
fhp mformMiert conravKitf hmeirt bvcop)^, Dr *nd a nof wwnanttstSlo occu/ita, comcW* or The umt assumes mks fof ctamegee O' iriamg from uie of IhfS Intormeiton.
Aioepf fo fh? exitfix sucit damsges or tosm earnot be Umtied or erduded by Past ft/taficW pdrtofrnspc* a 10 puarartwpf lutufc fdujtii



Tjlik' ol Conionb

liabilities represent the amounts that have been under-or over-recovered due to timing oradjustments to the mechanism and are typically recovered within
12 months.

Demand Side Manaoement

LG&E's and Kfs DSM programs consist of energy efficiency 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 oftheirenergy usage and prepare for potential future
legislation goveming energy efficiency. LG&E's and KU's rates contain a DSM provision which includes a rate recovery mechanism that provides for
concurrent recovery of DSM costsand incentives, and allows for the recovery of DSM revenues from lostsalesassociated with the DSM pmgrams.
-Additionally. LG&E and KU earn an approved return on equity forcapital expenditures associated with the residential and commereial load
management/demand conservation programs. Thecostof DSM programs is assigned only to theclassorclasses ofcustomers thatbenefit fmm the programs.

Interest Rate Swaps

IPPL LKE. LC&E and KU)

Periodically, LG&E and KU enter into forward-starting interest rateswapswith PPL that have termsidentical to forward-starting swapsenteredinto by PPL
withthird parties. Net realized gains and losseson all of theseswapsare probableof recovery through regulated rates; as such, any gains and losseson these
derivatives arc included in regulatory aivscts or liabilities and will be recognized in "InterestExpense" on the Statementsoflncome over the lilcofthe
underlying debt at the time the underlying hedged interest expense is recorded. In September2015. first mortgage bonds totaling S! .05 billion were issued
(LG&E issued S550 million and KUissued S500 million) and all outstanding forward-starting interest rate swaps were terminated- Net cash settlements ofS88
million were paid on the swapsthat weretemiinated (LG&E and KUeach paid S44 million). Net realized losseson these terminated swapswill be recovered
through regulated rates. .A.s such, the net settlements were recorded in regulatory assets and arc being recognized in "InterestExpense"on the Statementsof
Income over the life of the new debt that matures in 2025 and 2045. There were no forward starting interest rate swaps outstanding at December 31.2015. See
Note 17 for additional information related to the forward-starting interest rale swaps.

Net cash settlements of S86 million were received on forward starting interest rate swaps that were terminated in 2013 (LG&E and KUeach received S43
million). Net realized gains on these terminated swaps will be relumed through regulated rates. As such, the net settlements were recorded as regulatory
liabilities and are being recognized in "Interest Expense" on the Statements of Income overlhe life of the associated debt that matures in 2043.

(PPL LKE and LG&E)

In addition to the terminated forward starting interest rate swaps, realized amounts associated with LG&E'sother 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 are recorded as a regulatory
asset or liability until they arc realized as interest expense. Interest expen.se Irom existing swap.s 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 coniraci is to be recovered through 2035.

ARQs

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 ARO is retired, the related ARO regulatory asset is offset against the associated cost of removal regulatory liability.
PP&E and ARO liability.

Gas Line Tracker

The GLT authorizes LG&E to recover its incremental operating expenses, depreciation, property taxes, and its cost of capital including a return on equity for
capital associated with the five year gas service riser, leak mitigation and customer senice line ownership programs. As a re.sult of the 2014 Kentucky rale
case settlement thai became effective July 1.2015. LG&E is authorized to earn a 10% return on equity for the GLT mechanism. .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 ofa plan year. LG&E submits a balancing adjustment filing to the KPSC to amend rates charged forthe
differences between the actual costs and actual GLT charges forthe preceding year. The regulatory assets or liabilities represent the amounts that have been
under- or over-recovered due to these timing differences.
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Coal Contracts

Asarcsuli of purchase accounting associated with PPL's acquisition ofLKE. LG&E'sand KLTs coal contracts were recorded at fair value on the Balance
Sheets with offsets to regulatoiy assets for those contracts with unfavorable terras relative to current market prices andofifsets to regulatoiy liabilities forthose
contractswith favorable terms relativeto currentmarket prices. Theseregulatory assetsand liabilitiesarebeing amortized overlhe sametermsas the related
contracts, which expire at various times through 20)6.

Power Purchase Aoreement - OVEC

As a result of purchase accounting associated with PPL's acquisition ofLKE,the fairvaluesof theOVEC power purchase agreement were recorded on the
balancesheetsofLKE. LG&E and KU withoffsets to regulatory liabilities.The regulatory liabilitiesarebeing amortized using the uniis-of-production
method until March2026. the expiration date of the agreementat the date ofthe acquisition.

Regulatory Liability Associated with Net Deferred Tax Assets

LG&F's and KU's regulatory liabilities associated with net deferred tax assets represent the future revenue impact fivm the reversalofdeferred income taxes
required primarily for unamortized investment tax credits.Theseregulatory liabilitiesarerecognized when the offsetting deferred tax assetsarerecognized.

Plant Retirement Costs

The 2014 Kentucky rate case settlement that became effective July 1,2015. provided for deferred recoveryof costs associated with Green River'sremaining
coal-fired generating units through their retirement date, which occurred in September 2015. These costs include inventory writc-downsand separation
benefits and will be amortized over three years.

Regulatory Matters

U.K. Activities rPP/.j

RII0-ED1

On April 1. 2015, the RIlO-EDl eight-year price control period commenced IbrWPD's four DNOs.

Ofgem Review of Line Loss Calculation

In 2014. Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result, during 2014 WPD increased its liability by
S65 million for over-recovery of line losses with a reduction to "Operating Revenues" on the Statement of Income. In 2013. WPD had recorded an increase of
S45 million to the liability with a reduction to "Operating Revenues" on the Statement oflncome. Other activity impacting the liability included reductions
in the liability that bas e been included in tariffs and foreign exchange movements. WPD began refunding the liability to customers on .April 1. 2015 and will
continue through March 31,2019. The liability at Dcccmber31, 20! 5 and 2014 was S61 million and S99 million.

Kentucky Activities

(PPL LKE. LG&E and KU)

Rate Case Proceedings

On June 30. 2015, the KPSC approved a rate case settlement agreement providing for increases in the annual revenue requirements associated with KU base
electricity rates of S125 million and LG&E base gas rates ofS7 million. The annual revenue requirement associated with base electricity rates at LG&E was
not changed. Although the settlement did not establish a specific return on equity with respect to the base rates, an authorized lOlo return on equity will be
utilized in the ECR and GLT mechanisms. The settlement agreement provides for deferred recovery ofcosts associated with KLTs retirement ofCireen River
Units 3 and 4. The new regulatory asset will be amortized over three years. The settlement also provides regulatoiy a.sset treatment for the dilTerence between
pension expense calculated in accordance with LG&E and
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KU's pensionaccounting policyand pensionexpense usinga 15yearamortization period foractuarial gains and losses. The newratesand all elementsofthe
settlement became elTeciiveJuly 1.2015.

KPSC Landfill Proceedings

On May 22.2015. LG&E and KU filed anapplication with theKPSC for a declaratory order that theexisting CPCN and ECR apprusals regarding theinitial
phases ofconstruction and ratereeovery ofthe landfill for management ofCCRsat the Trimble County Station remain inelTect. The current design ofthe
proposed landfill provides forconstruction in substantially thesame location as originally proposed with approximately thesame storage capacity and
expecteduseful life.On May20. 2015. the ownerof an underground limestone minefiled a complaintwiththe KPSC requesting it to revokethe CPCN for
theTrimble County landfill and limit recovery ofcosts for theGhent Station landfill on thegrounds that,as a result ofcosl increases, the proposed landfill no
longer constitutes the least cost alternative forCCR management. TheKPSC has initiated itsown investigation, consolidated theproceedings, and ordered
an accelerated procedural schedule. The KPSC conducted a hearing on the matter in September2015. On December15.2015. the KPSC issued an order
affirming LG&E and KU's existing CPCNand ECR authority for Phase 1ofthe Trimble County and Ghent landfills and related facilities,and that the
landfills arcthe least costoptionsfor disposing ofthe combustion wastes. Additionally, theorderrequires LG&E and KU to file a CPCN priorto constructing
Phases 2 and3 at theGhent landfill and Phases 2 through 4 at theTrimble County landfill. Theorderalsorequires LG&E and KU to submit statusupdate
reports everythreemonthson Phase 1of Trimble County landfill, Pha.se 1ofconstruction at Trimble County will commence alter the required stale permits
are obtained. Phase 1 ofthe Ghent landfill was completed in December 2014.

CPCN and ECR Filings

On January 29,2016. LG&E and KU submitted applications to the KPSC forCPCNsand forECR rate treatment regarding upcoming environmental
construction projects relating to the EPA's regulations addressing the handling of coal combustion byproducts and MATS. The construction patjects are
expected to begin in 2016 and continue through 2023 and are estimated to cost approximately S3 16 million at LG&E and S678 million at KU.The
applications request an authorized 10% return on equity with respect to LG&E and KU'sECR mechanism consistent with the 2014 Kentucky rate case
approv ed in June 2015.

Pennsvlvania Activities (PPL and PPL Electric)

Act 11 authorizes the PUC to approve two specific raiemaking mechanisms: the use of a fully projecied future test year in base rate proceedings and, subject
to certain conditions, the use ofa DSIC. Such alternative ratemaking procedures and mechanisms provide opporlitnily for accelerated cost-recovery and,
therefore, are imporlani to PPL Electric as it is in a period ofsignificant capital investment to maintain and enhance the reliability of its delivery .system,
including the replaceincnt ofaging distribution assets

Rate Case Proceeding

On March 31.2015. PPL Electric filed a request with the PUC for an increase in its annual distribution revenue requirement ofapproximately SI 67.5 million.
The application was based on a fully projected future test year ofJanuary 1,2016 through December 3 i, 2016. On September 3. 2015. PPL Electric filed with
the PUC Administrative Law Judge a petition for approval ofa settlement agreement under which PPL Electric would be pemiitted to increase its annual
distribution rates by SI 24 million, effective January 1. 2016, On November 19,2015. the PUC entered a final order adopting the Administrative Law Judge's
recommended decision. The new rates became efTeclivc January 1.2016.

Distribution System Improvement Charge (DSIC)

On March 3 i .2015. PPL Electric filed a petition requesting a waiver ofthe DSIC cap of5% ofbilled revenues and approval to increa.se the maximum
allowable DSIC from 5% to 7.5% Ibrserv ice rendered after January 1. 2016. PPL Electric filed the petition concurrently with its 2015 rate case and the
Administrative Law Judge granted PPL Eleciric's request to consolidate these two proceedings. Under the terms of the selllemem agreement discussed above,
PPL Electric agreed to withdraw the petition without prejudice to re-filc it at a laterdate.
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In Seplember20)2. PPL Elcclric fiied its LTIIP describing paijects eligible for inclusion in the DSIC and. in an order entered on May 23. 2013. the PUC
approved PPL Eleclric's proposed DSIC with an initial rate elTective July I.201 3. subject to refund after hearings. The PUC also assigned four technical
recovery calculation issues to theOffice of.Administrative Law Judge forbearing and preparation ofa recommended decision. In November 2015. thePUC
issuedan opinion and order approving PPL Electric'sPetition with minormodifications.

Storm Damage Expense Rider (SDER)

In its Deccmber20l 2 final rate case order, the PUC directed PPL Electric to file a proposed SDER. The SDER isa reconcilable automatic adjustment clause
under which PPL Electric annually will compare actual storm costs tostorm costs allowed inbase rates and reftind orrecoup any difTerences 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 elTcctive January 1.2013 ata zero rate with qualifying storm costs incurred in2013 and the
2012 Hurricane Sandy costs be included in rates elTective January 1. 2014. In Apri 12014. the PUC issued a final order approving the SDER with a January 1.
2015 elfective date and initially including actual storm costs compared tocollections for December 2013 through November 2014. As a result. PPL Electric
reduced its regulatory liability by SI 2million in .March 2014, Also, as part ofthe April 2014 order. PPL Electric was authorized to recover Hurricane Sandy
stormdamagecosts through the SDER orS29 millionover a three-year periodbeginning January 1.2015.

In June 2014. the Office ofConsumer Advocate (OCA) filed a petition with the Commonwealth Court ofPennsylvania requesting that the Court reverse and
remand the April 2014 order permitting PPL Electric toestablish the SDER. In December 2015. theCommonwealth Court issued an Opinion affirming the
PUC's April 2014 Order. On January 15, 201 5.the PUC issued a final order closing an invest igaliun related toa separate OCA complaint conccming PPL
Electric's October2014 preliminary SDER calculation and modified theeffective dateof theSDER to February 1.201 5.

In the PUC rate case settlement agreement approved bytheCommission in November 2015. it was determined that reportable stomt damage expenses to be
recovered annually through base rates will besetatSI5 million. TheSDER will recover from customers or refund tocustomers, asapparpriate. only
applicable expenses from reportable storms that are greater than or less than SI5 million recovered annually through base rales. Beginning January 1.2018.
the amortized 2011 stormexpenseofS5 millionwill be included in the baserate componentof the SDER.

Act 129

Act 129 requires Pennsylvania Electric Distribution Companies (EDCs) to meet specified goalsfor reduction incustomer electricity usage and peak demand
by specified dates. EDCsnot meeting the requirementsof Act 129 arc subject to significant penalties. In November 201 5. PPL Electric filed with the PUCits
Act 129Phase III Energy Efficiency andConservation Plan forthe period June 1.2016 through May 31.2021. InJanuary 2016.PPL Electric andtheother
partiesreached a settlement in principle. Thesettlement is subject to PUC approval.This matterremains pending before the PUC.

.Act 129alsorequires Default Serv iceProviders (DSP) to provide electricity generation supply service to customers pursuant to a PUC-approved default
sen iceprocurement plan through auctions, requests forproposal and bilateral contracts at thesolediscretion of the DSP. Act 129requires a mix of spot
market purchases, short-term contractsand long-temi contracts(4 to 20 years), with long-temi contractslimitedto 25%ofload unlessotherwise approved by
the PUC. A DSPis able to recoverihe cost.s associated with its default service procurement plan.

PPL Electric has received PUC approval of biannual DSP procurement plans forall periodsrequired underAct 129. InJanuary2016. PPL Electric fileda
Petition for Approval of a newDSP procurement plan with the PUC for the period June 1.2017through May31.2021. APrchearing Conference is scheduled
forMarch 2016.Thisproceeding remains pendingbefore the PUC. PPL Electriccannot predictthe outcomeof this proceeding.

Smart Meter Rider (SMR)

.Act 129also requires installationof smart meters fornew construction,upon the request of consumers and at their cost, or on a depreciation schedulenot
exceeding 15years. Under .Act 129. EDCsare able to recover the costs of providing smart metering technology. All of PPLEleclric's meteredcustomers
currently have advanced meters installedat theirservice locationscapableof manyof the functions required under .Act 129.PPL Electric conductedpilot
projects and technicalevaluationsof its currentadvancedmetering technologyand concluded that the cuircnt technology does not meetall of the
requirementsof Act 129. PPLElectric recovered the cost of its pilot programsand evaluations through a cost recovery mechanism, the SmartMeterRider. In
August 2013, PPLElectnc filed with the PUCan annual report describing the actions
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it was taking under its Smart Meter Plan during 2013 and itsplanned actions for 2014. PPL Elcctnc also submitted revised SMR charges that became
effective Januaw 1.2014. in June 2014. PPL Electric filed itsfinal Smart Meter Plan with thePUC. In thatplan. PPL Electric proposes bytheendof20i9 to
replace allofitscurrent meters with new meters that meet theAct 129 requirements. The total cost of theproject isestimated to beapproximately S471
million, ofwhich approximately S406 million isexpected tobecapital. PPL Electric proposes to recoverthese costs through theSMR which the PUC
previously approved for recovery of such costs. On April 30.2015.the Administrative Law Judgeassigned by the PUC to review PPL Electric's Smart Meter
Plan issued a recommended decision approving the plan with minor modifications. On September 3.2015.thePUC entered a final order approving the Smart
Meter Plan with minormodificalions.

Federal Matters

FERC Fomula Rates iPFL and PPL Electric)

Transmission rates areregulated bythe FERC. PPL Electric's transmission revenues arcbilledin accordance with a FERC-approved PJM C^enAccess
Transmission TarilT(OATT) thatutilizes a formula-based rate recovery mechanism. Theformula rate iscalculated, in part, based on financial results as
rcponcd in PPL Electnc's annual FERC Fonn I. filed under the FERC'sUniform System of Accounts.

FERC Wholesale Formula Rates fLKE and KU)

InSeptember 2013. KU tiled an application with the FERC to adjust the formula rate underwhich KU provided wholesale requirements powersalesto 12
municipal customers. Among other changes, theapplication requests anamended formula whereby KU would charge cost-based rales with a subsequent true-
up to actual cost.s, replacing the current formula which does not includea true-up. KU's application proposed an authorized return on equity of 10.7%.
Certain elements, includingthe new formula rate,became effective April 23.2014. subject to refund.InApril 2014. nine municipalitiessubmitted noticesof
termination, underlhe original notice period provisions, to cease taking powerunder the w4iolesale requirements contracts. Suchtenninationsare to be
effective in 2019.except in thecaseof one municipality with a 2017clTecii\edate. Inaddition, a tenth municipalityhasbecomea transmission-only
customeras of June 2015. In July 2014, KU agreed on settlement tenns with the two municipal customers that did not provide temiination notices and filed
the settlement propo.sal withthe FERC forits approx ai. in August 2014, the FERC issuedan orderon the interim .settlement agreement allowingthe proposed
rates to becomeeffective pending a finalorder. During the fourth quarterof201 the FERCapproved the settlement agreement resolving the rale case with
respect to thesetwomunicipalities, includingapproval of the formula ratewitha truc-up provisionand authorizinga retum on equity of 10%or the return on
equity awarded to otherpartiesin this case,whichever is lower. In August 2015. KU filed a partial settlement agreement with the nine terminating
municipalities, resolving all but one open matterwith one municipality. The settlement wasapproved by FERC in the founh quarter of 201.5. including
authorizing the agreed-upon refunds,approving the formularale with a true-up provision, and authorizing a 10.25%retum on equity. Refunds to both the
remaining municipals and the departing municipals wereissued during the fourth quarter of 2015 totaling S3.4 million. A single remaining unresolved issue
withone terminating municipality is in FERC litigationproceedings. Hearings on the dispute were conducted in January 2016 and preliminary rulingson the
mattermayoccur in mid-orlate-2016, KU cannot predict the ultimateoutcomeof this FERC proceeding,but the amountsundercontinuing disputearenot
e.stimatcd to be significant.

7. Financing Activities

Credit Arrangements and Short-term Debt

(All Re^iislrantsj

The Registrants maintain credit facilities to enhance liquidity, providecredit supportand providea backstop to commercial paperprograms. Forreporting
purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL Electric. LKE. LG&E and KUalso apply to PPL and the credit
facilities and commercial paper pmgrams of LG&E and KU also apply to LKE. The amounts borrowed below arc recorded as "Shon-icrm debt" on the Balance
Sheets. The following credit facilities were in place at;
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Tot' C'onients

December 31. 2015 DecemberJt. 2014

Letters of Letters of

Credit Credit
and and

Commercial Commercial
Expiration Paper Unused Paper

Dale Capacllv Borrowed Issued Capacity Borrowed issued
PPL

U.K.

WPD pic
Syndicated Credit Facility |a| (c) Dec. 2016 £ 210 £ 133 f 77 f 103

WPD (South West)

Syndicated Credit Facility (a) (c) July 2020 245 245
WPD (Last Midlands)

Syndicated Credit Facility (a) (c) July 2020 300 300 64
WPD (West Midlands)

Syndicated Credit Facility (a) (c) July 2020 300 300
Uncommitted Credit Facilities 40 £ 4 36 £ 5

Total U.K. Credit Facilities (b) £ 1.095 £ 133 £ 4 £ 958 £ 167 £ 5

U.S.

PPL Capital Funding
Syndicated Credit Facility (c) (d) Nov.2018 S 300 S 15! $ 149

Syndicated Credit Facility (c) (d) July 2019 300 300

Bilateral Credit Facility (c) (d) Mar. 2016 150 20 130 $ 21
Total PPL Capital Funding Credit Facilities s 750 s 4''; S 279 S 21

PPl.l-lfVtrif

Syndicated Credit Facility (c) (d) July 20!9 s 300 $ t $ 299 $ 1

LKE

Syndicated Credit Facility (c) (d) (f) Oct. 2018 s 75 S 75 $ 75

Lc&e

Syndicated Credit Facility icl (d) July 2019 s 500 S 142 S 358 $ 264

KL
Syndicated Credit Facility (c) (d) July 2019 s 400 $ 48 $ 352 $ 236
Letter of Credit Facility (c) (d) (e) Oct. 2017 198 198 198

Total KU Credit Facilities s 598 $ 246 s 352 S 434

(a)

(b)

(c)

(d)

le>

(f)

The facilities coniain financial covenants to maintainan interestcoverage ratio of not lessthan 3.0 timesconsiilidaied earnings before incometaxes,depreciationand
amortization and total net debt not in exces.s of85°oorits RAV. calculated in accordance with the credit facility.
WPD pic'samountsborrowedat December 31. 2015 and 2014 were USD-denominated borrowings of S20() millionand SI61 million,which bore interestat 1.83%and 1.86%.
WPD t bast Midlands) amount borrowed at December31. 2014 wasa CiBP-denominatcd borrowing whichequated to S100 millionand bore interestat 1.00%. At December 31,
2015. the unused capacity under the U.K. credit facilities wasappro.Kimately SI.4 billion.
Eachcompany payscustomary tecs under its respective facility and borrowings generally bear interestat l.lBOR-based ratesplus an applicable margin.
The facilities contain a financial covenant requiring debt to total capiiiilizaiion not to exceed 'n''b for PPL CapitalFunding, PPL Electric. LKh. and KU.as calculatedift
accordancewith the facilities and other customary covenants.Additionally,a.s u relatesto the syndicated and bilateralcredit facilities and subject to certain conditions,PPL
Capital Funding may request that the capacityof its facility expiring in July 2019 be increa.scd by up to $100 millionand the facilities expiring in November20IH and March
2016may be increased by up to $30 million. PPL Electric. LG&E and KU each may requestup to a $100 million increase in its facility's capacity and LKE may request up to a
$25 million increase in its facility's capacity.
KU'sletterof credit facility agreement allowsfor certain paymentsunder the letterof credit facility to be convcried to loans rather than requiring immediate payment.
At December 31. 2015. LKE'sinterestrate on outstanding borrowingswas 1.68%..MDecember31. 2014. LKE'sinterestrate on outstanding borrowingswas 1.67'4.

In January 2016. WPDpic replaced its existing syndicated credit facility expiring in December2016 with a new£210 million facility expiring in January
2021.

In January 2016. the expiration dales for the PPLCapital Funding and PPLElectric syndicated credit facilities expiring in July 2019 wereextended to
January 2021. PPL Capital Funding's capacity was increased to $700 million and PPL Elcctric's capacity was increased to $400 million. The expiration dates
for the L(i&Eand KU syndicated credit facilities expiring in July 2019 wereextended to December2020. Additionally, subject to certain conditions. PPL
Capital Funding and PPL Electric may each request up to a $250 million increase in its facility's capacity and LG&Eand KU may each request up to a $100
million increase to the capacities of their facilities.
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PPL, PPL Electric, LG&E andKU mainiain commercial paperprograms to provide an additional financing source to fund short-icrm liquidityneeds, as
necessary. Commercial paper issuances, included in "Shon-term debt"on the BalanceSheets, are supported by the respective Registrant's SyndicatedCredit
Facility. The following commercial paper programs were in place at:

PPL Capital Funding
PPL Klccinc

LG&E

KU

Total

Weighted •
.'\verage

Interest Rale

0.78%

0.71%

0.72%

(PPLandLKE)

See Note 14 for discussion of intercompany borrowings.

Long-term Debt iAHRegistrants)

December31. 2015

Capacity

600

300

350

350

1.600 S

Commercial

Paper
issuances

451 5

142

48

641 S

linused

Capacity

149

.300

208

302

959

December 31. 20 i 4

Weigbied -
.4^erage

interest Rare

0.42%

<1.49%

Commercial

Paper
issuances

264

236

500

Weighted-Average Decemtier 31,

Rate (e) Maturities (g) 2015 2014

PPL

Senior Unsecured Notes

Senior Secured NotevFirsi Mortgage Btinds (a) (b) (c)
Junior Subordinated Notes

3.87%

3.97%

6.31%

2018-2044

2016 - 2045

2067 - 2073

S 3.425 $

6.874

930

3,825

6,074

930

Total U.S. Long-term Debt 11.229 10.829

UL
Senior Unsecured Notes (di
index-linked Senior Unsecured Notes (e)

5.33%

1.82%

2016-2040

2043 - 2056

7.170

772

6,627
732

Total U.K. Long-ierm Debt (f)
Total Long-term Debt Before Adjustments

7,942

19.17]

7,359

18,188

Fair market value adjustment
Unamortized premium and (discount), net (e)
Unamoriizcd debt is.suance costs

.30

(28)
(125)

37

(52)
(119)

Total Long-term Debt
Less current portion of Long-term Debt

19.048

485

18,054
1.000

Total Long-term Debt, noncurrent $ 18.563 $ 17.054

Senior Secured NotesTirst Mortgage Bonds (a) (b)
Total Long-term Debt Before Adjustments

4.50% 2020 - 2045 S 2.864 $

2,864

2.614

2,614

Unamortized discount

Unamortized debt is.suance costs

(13)
(23)

(12)
(21)

Total Long-term Debt
Less current portion of Long-term Debt

2.828 2.581

!()()

Total Long-term Debt, noncurrent s 2.828 $ 2.481

LKE

Senior Unsecured Notes

First Mortgage Bonds (a) (c)
Long-term debt to afniiate

3.97%

3.58%

3.50%

2020-2021

2016-2045

2025

s 725 S

4.010
400

1.125

3,460

Total Long-term Debt Before Adjustments 5,135 4J85

Fair market value adjustments
Unamortized discount

Unamortized debt issuance costs

(1)
(16)

(30)

(I)
117)

(24)

Total Long-term Debt
Less current portion of Long-term Debt

5.088

25

4.543

900

Total Long-terra Debt, noncurrent s 5.063 S 3.643
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Weighted-Average December 31.
Rale (K) Maturities (g) 2015 2014

ir.&F.

First Mortgage Bonds (a) (c) 3.36% 2016-2045 S 1.659 $ 1,359
1 oial Long-term Debt Before Adjustments 1.659 1.359

Fair market value adjustments
Unaniortized discount

Unamortized debt issuance costs

(1)
(4)

(12)

(1)
(5)
(8)

Total Long-term Debt
Less current portion of Long-term Debt

1.642

25

1.345

250

Total Long-term Debt, noncurrent s 1.617 S 1.095

KiL
First Mortgage Bonds(a) (c) 3.74% 2020 - 2045 $ 2.351 S 2.101

Total Long-term Debt Before Adjustmenis 2.351 2,101

Unamortized discount

Unamorti/ed debt is.suancc costs
(10)
(15)

(10)
(12)

Total Long-term Debt
Less curicnt portion of Long-term Debt

2.326 2.079

250

Total Long-term Debt, noncurrent s 2.326 $ 1.829

(a) IncludL-s PPL Eicciric's senior secured and first mortgage bonds that arc secured by the lien of PPL Electric's 2001 Mortgage Indenture, which covers subsianiialiy all electric
distribution plant and certain transmission plant owned by PPL Electric. The carrying value of PPL Electric's property, plant and equipment was appro.simaiely $6.7 billion and
$5.8 billion at December 31. 2015 and 2014.

Includcs LG&E's first mortgage bonds that are secured by the lien of the LG&E 2010 Mortgage Indenture which creates a lien, subject to certain exceptions and exclusions, on
substantially all of LCi&t's 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 the storage and distribution of natural gas. The aggregate carrying value of the property subject to the lien was $4.2 billion and 53.7 billion at December 31.2015
and 2014.

includes KU's first mortgage bonds that are secured by the lien of the KU 2010 Mortgage Indenture which creates a lien, subject to certain exceptions and exclusions, on
sub-slaniiallyall of KU's real and tangible personal property located in Kentucky and used or to be used in connection with the generation, transmission and distribution of
electricity. The aggregate carrying value of the property subject to the lien was 55.7 billion and 55.5 billion at December 31. 2015 and 2014,

(b) Includes PPL Electric's series of senior secured bonds that secure its obligations to make paymenLs with respect to each scries of Pollution Control Bonds that were issued by the
LCIDA and the PEDK.A on behalf of PPL Electric. These senior secured bonds were issued in the same principal amount, contain payment and redemption provisions that
corrcs^iond to and bear the same interest rate as such Pollution Control fJonds. These senior secured bonds were issued under PPL Electric's 2001 Mongage Indenture and are
secured as noted in (at above. This amount includes $224 million that may be redeemed at par beginning in 2015 and $90 million that may be redeemed, in whole or in part, at
par beginning in October 2020 and are subject to mandatory redemption upon determination that the interest rate on the bonds would be included in the holders' gross income
for federal tax purposes.

(c) includes LG&E's and KU's series of first mongage bonds that were i.«ucd to the re^ectivc inisteesof tax-exempt revenue bonds to secure its respective obligations to make
payments with respect to each scries of bonds. The first mortgage bonds were issued in the same principal amounts, contain payment and redemption provisions that correspond
to and bear the same interest rate as such tax-exempt revenue bonds. These first mortgage bonds were issued under the LG&E 2010 Mongage Indenture and the KU 2010
Mortgage Indenture and are secured us noted in (a) above. The related tax-exempt revenue bonds were issued by various govemmenlul eniiiics. principally counties in
Kentucky, on behalf of LG&E and KU. The related revenue bond documents allow LG&E and KU to convert the interest rate mode on the bonds from lime to time to a
commercial paper rate, daily rale, weekly rate, term rale of at least one year or. in some cases, an auction rate or a LIBOR index rate.

At December 3). 2015. the aggregate tax-exempt revenue bonds isiued on behalf of LG&E and KU that were in a term rate mode totaled $418 million for LKK. comprised of
$39] million and 52' million for LG&E and KU. respectively. At December 31, 2015. the aggregate tax-exempt revenue bonds issued on behalf of LG&E and KU that were in
a variable rale mode totaled $507 million for LKE. comprised of S183 million and 5324 million for LG&E and KU, respectively.

Several series of the tax-exempt revenue bonds arc insured by monolinc bond insurers whose ratings were reduced due to exposures relating to insurance of sub-prime
mortgages. Of the bonds outstanding. $2.31 million are m the form of insured auction rate securities i$ 135 million for LG&E and $96 million for KU). wherein intcre.st rates are
reset either weekly or cverv 35 day s via an auction process. Beginning in late 2007. the interest rales on these insured bonds began to increase due to investor concerns about the
crediiworthiness of the bond insurers. During 2008. iniercsi rates increased, and LG&E and KU experienced failed auctions when there were insufficient bids for the bonds.
When a failed auction occurs, the interest rale is set pursuant to a formula stipulated in the indenture. As noted above, the instruments governing these auction rate bonds permit
LG&E and KU to convert the bonds to other interest rate modes.

(d)

(e)

Certain of the variable rate tax-exempt revenue bonds totaling 525 I million at December 31. 201 5 ($23 million for LG&E and 5228 million for KU). are subject to tender for
purchase by LG&E and KU at the option of the holder and to mandatory lender for purchase by LG&E and KU upon the occurrence of certain events.
Includes £225 million 15339 million at December 31. 2015t of notes that may be redeemed, in total but not m part, on December 21.2026. at the greater of the principal value
or a value determined by reference to the gross redemption yield on a nominated U.K. Government bond.
The principal amount of the notes issued by WPD (South West) and WPD (East Midlands) is adjusted based on changes in a specified index, us detailed in the terms of the related
indentures. The adjustmeni to the principal amounts from 2014 to 2015 was an increase of approximately £4 million ($6 million) resulting from inflaiiun. In addition, this
amount includes £225 million ($339 million at December 31. 2015) of notes issued bv
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(0

<g)

WPD {South West) that may beredeemed, in total by scries, on December 1.2026, atthe greater of the adjusted principal value and a make-whole value determined by reference
to the gross real yield on a nominated U.K. government bond-
Includes £4.4 billion (S6 6 billion atDecember 31.2015) of notes that may beputby the holders to the issuer for redemption if the long-term credit ratings assigned to the notes
are withdrawn by any of the rating agencies (Moody's or S&P) or reduced to a non-investment grade rating of Bal or BB'-or lower inconnection with a restructuring event
which includesthe lo« of. or a materialadversechange to. the distribution licenses under which the issueroperates.
The tablereflects principal maturities only. ba.sed on stated maturities or earlierput dates, and the weighted-average ralesasof December 31. 2015.

None of theoutstanding debtsecurities noted above havesinking fund requirements. Theaggregate maturities of long-term debt,based on stated maturities
or earlier put dates, for the periods 2016 through 2020 and thereafter arc as follows:

PPL

PPI.

Electric LKE LG&E KU

2016 S 485 S 25 $ 25
2017 294 194 194

2018 348 98 98
2019 40 40 40

2020 1.301 $ 100 975 S 500

Thereafter 16.703 2,764 3.803 1.302 1.851

Total S 19.171 S 2.864 S 5.135 S 1,659 S 2,351

(PPU

In May 2013, PPLCapital Funding reniarketedSI .150 billion of4.625% Junior Subordinated Notesdue 2018 that wereoriginally issued in June 2010 a.s a
component ofPPL's 20] 0 F.quily Units. In connection with the remarketing. PPL Capital Funding issued S300 million of 2.04% Junior Subordinated Notes
due 2016 and S850 million of2.77% Junior Subordinated Notes due 2018. which were simultaneously exchanged for three tranches of Senior Notes: S250
million of 1.90% Senior Notes due 2018,5600 million of3.40% Senior Notes due 2023 and S300 million of4.70% Senior Notes due 2043. The transaction
was accounted for as a debt exiingui.shmeni, resulting in a S10 million loss on extinguishment of the Junior Subordinated Notes, recorded to "Interest
Expense"on the Statement of Income. The transaction wasconsidered non-cash activity thai wa.s excluded fromthe Statement of Cash Flows for the year
ended December 31.2013. .Additionally, in July 201 3. PPL issued 40 million shares of common stock at S28.73 per share to settle the 2010 Purchase
Contracts. PPL received net cash proceeds ofSl .150 billion, which were used to repay shorl-lenn and long-term debt and for general coiporatc purposes.

In March 2014. PPL Capital Funding reniarketed $978 million of4,32% Junior Subordinated Notes due 2019 that were originally issued in April 2011 as a
component of PPL's2011 Equity Units. In connection with the rcmarketing. PPL Capital Funding retired 5228 million of the 4.32% Junior Subordinated
Notes due 2019 and issued 5350 million of2.189% Junior Subordinated Notes due 2017 and 5400 million of3.1X4% Junior Subordinated Notes due 2019.

Simultaneously, the newly issued Junior Subordinated Notes were exchanged for 5350 million of3.95% Senior Notes due 2024 and S400 million of 5.00%
Senior Notes due 2044. The transaction was accounted for as a debt extinguishment, resulting in a 59 million loss on extinguishment of the Junior
Subordinated Notes, recorded to "Interest Expense" on the Statement of Income. Except for the 5228 million retirement of the 4.32*'b Junior Subordinated
Notes and fees related to the transactions, the activity was non-cash and excluded from the Statement ofCash Flows for the year ended December .31.2014.
•Additionally, in May 2014. PPL issued 31.7 million shares of common stock at 530.86 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.

In November 2015. WPD pic issued £500 million aggregate nominal value of3.625% Notes due 2023. WPD pic received proceeds of£495 million, which
equated to $746 million at the time ofissuance.net ofa discount and underwriting fees, which will be used for general corporate purposes, including the re
financing ofexisting debt.

(PPL and PPL Electric)

In October 2015. PPL Electric issued 5350 million of4.I5% First Mortgage Bonds due 2045. PPL Electric received proceeds ofS345 million, net ofa
discount and underwriting tees, which were used to repay short-term debt and for general corporate purposes.

In December2015. PPL Electric repaid the entire 5100 million principal amount ofiis4.95% Senior Secured Bonds upon maturity.
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<PPL. LKE and LG&E)

InSeptember2015. LG&E issued $300 million of 3.30% Firsl Mortgage Bonds due2025and $250million of4.375% Firei Mortgage Bonds due2045.
LG&E received proceedsof $298 millionand S248million,net of discountsand underwriting fees, whichwere usedto repay short-terra debt, to repay
1.625%First Mortgage Bonds that matured in November2015 and forgeneral corporate purposes.

IPPL. LKE and KUl

InSeptember 2015. KU issued $250 millionof 3.30%First Mortgage Bondsdue 2025 and $250 millionof4.375% FirstMortgage Bondsdue 2045. KG
received proceeds of$248 million foreach issuance, net of discountsand underwriting fees, whichwere used to repayshort-term debt, to repay 1.625%First
Mortgage Bonds that matured in November 2015 and for general corporate purposes.

(PPLandLKE)

In November 2015. LKE bom>wed$400 million from a PPL afTiliate through the issuance ofa 3.50% note payable due 2025. The proceeds were used to
repay the entire $400 million principal amount ofits2.125% Senior Unsecured Notes which matured in November 2015. See Note 14 for more infoimation
related to intercompany borrowings.

Legal Separateness (AU Re^istranist

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

Similarly, the subsidiaries of PPL Electric and LKE are each separate legal entities. These subsidiaries are not liable for the debts of PPL Electric and LKE.
Accordingly, creditors ofPPL Electric and LKE may not satisfy their debts from the assets oftheirsubsidianes absent a specific coniraclual undertaking by a
subsidiary to pay the creditors or as required by applicable law or regulation. Similarly. PPL Electric and LKE arc not liable forthe debts of their subsidiaries,
nor are their subsidiaries liable forthe debts ot^one another. Accordingly, creditors ofthese subsidiaries may not satisfy their debts from the assets ofPPL
Electric and LKE (or their other subsidiaries) absent a specific contractual undertaking by that parent or other subsidiary to pay such creditors or as required
by applicable iaworrcgulation.

iPPL)

ATM Program

In February 2015. PPL entered into two separate equity distribution agreements, pursuant to which PPL may sell, from lime to time, up to an aggregate of
$500 million of its common stock. During 20)5. PPL issued 1.476.700 shares ofcommon slock under the program at an average price of$33.41 per share,
receiving net proceeds of$49 million.

Distributions and Related Restrictions

In November 2015. PPL declared its quarterly common stock dividend, payable January 4,2016. at 37.75 cents per share (equivalent to SI .51 per annum). On
February 4.2016. PPL announced that the company is increasing Its common stock dividend to 38 cents per share on a quarterly basis (equivalent to $ 1.52
per annum). Future dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal
requirements and other factors. See Note 8 for information regarding the June 1.2015 distribution to PPL's sharcowners ofa newly fomied entity. Holdco.
which at closing owned all oflhe membership interests of PPL Energy Supply and all oflhc common stock ofTalen Energy.

Neither PPL Capital Funding nor PPL may declare or pay any cash dividend or distribution on its capital stock during any period in which PPL Capital
Funding defers interest payments on its 2007 Series .AJunior Subordinated Notes due 2067 or 2013 Series B Junior Subordinated Notes due 2073. At
December 31.2015. no interest payments were deferred.
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WPD subsidiaries have financing arrangements that limit iheirability to pay dividends. However. PPL does not. at thistime, expect that any ofsuch
limitationswouldsignificantly impact PPL's ability to meetits cash obligation.s.

(All Regisiranls)

PPL relics on dividends or loans from its subsidiaries to fund PPL'sdividends to its common shareholders. The net assets ofcertain PPL subsidiaries are
subject to legal restrictions. LKE primarily relies ondividends from its subsidianes to fund its distributions to PPL. LG&E. KU and PPL Electric are subject to
Section 305(a) ofthe Federal Power Act. which makes it unlawful for a public utility tomake orpay a dividend from any funds "properly included incapital
account." The meaning of this limitation has never been clarified under the Federal PowerAct. LG&H. KL'and PPL Electric believe, however, that this
statutory restriction, asapplied to their circumstances, would not beconstrued orapplied by the FERC toprohibit the payment from retained earnings of
dividends that are not excessive and are for lawful and legitimate business purposes. In February 2012. LG&E and KU petitioned the FERC requesting
authorization topay dividends in the future based onretained earnings balances calculated without giving elTect tothe impact ofpurchase accounting
adjustments for theacquisition of LKE byPPL. In May 2012. FERC approved thepetitions with thefurther condition that each utility may notpay dividends
ifsuch payment would cause itsadju.stcd equity ratio to fall below 30%of totalcapitalization, .Accordingly, at Decetnber3 1.2015.netassets of S2.7 billion
(SI.I billion for LG&E andSI .6billion for KU) were restricted for purposes of payingdividends to LKE. and net as.sels ofS2.9 billion (SI.2billion for LG&E
and SI .7 billion for KU) were available for payment ofdividends to LKE. LG&E and KU believe they will not berequired tochange their current dividend
practices asa result ofthe foregoing requirement. In addition, under Virginia law. KU isprohibited from making loans toafTilialcs without the prior approval
of theVSCC. There are nocomparable 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 KUto obtain prior consent or approval before lending amounts to PPL.

8. Acquisitions, Development and Divestitures

(All Ref;i^irants)

TheRegistrants from lime to lime evaluate opponunities lorpotential acquisitions, divestitures and development projects. Development projects are
reexamincd based on market conditions and other factors todciemiinc whether toproceed with, modify ortemiinate theprojects. Any resulting transactions
may impact future financial results.

(PPL)

Discontinued Operations

Spinoff of PPL Energy SuddIv

In June 2014.PPL and PPL EneigySupplyexecuteddefinitiveagreements withafTiliaies of Rivcmlone to spin olTPPL EneigySupplyand immediately
combine it with Riverstone's competitive power generation businesses to form a new. stand-alone, publicly traded company named Talen Energy. The
transaction wassubject to customaryclosing conditions, including receipt of regulatory approvals from the NRC. I'ERC.DOJand PUC.all of which were
received bymid-April 2015. OnApril 29.2015. PPL's Board of Directors declared theJune1,2015distribution to PPL's shareowners of record on May 20,
2015ofa newly formed entity.Holdco, which at closing owned allof the membership interests of PPL Energy Supply and allof thecommon stock ofTalen
Energy.

Immediately following the spinolTon June 1.201 5. Holdco merged with a special purpose subsidiary ofTalen Energy, with Holdco continuing asthe
surviving company to the merger and a.s a whollyownedsubsidiary ofTalen Energy and the soleownerof PPL Energy Supply.Substantially
contemporaneous with the spinoff and merger.RJS Powerwascontributed by its owners to become a subsidiary ofTalen Energy. PPLshareowncrsreceived
approximately 0.1249sharesofTalen Energy common stock foreach .share of PPL common stock they ownedon May20. 2015. Following ctimpletion of
thesetransactions. PPL shareowners owned65% ofTalen Energy and affiliates of Riverstone owned 35%.The spinofihad no effecton the numberofPPL
common sharesowned by PPLshareownersor the nutnberof shares of PPLcommon stock outstanding. The transaction is intended to be tax-free to PPLand
its shareowners for U.S. federal income tax purposes.

PPL hasno continuingownership interestin. control of.oraffiliation withTalen Energy and Talen EneigySupply (formerly PPL Energy Supply).
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Loss on Spinoff

In conjunction with theaccounting forthe spinofF. PPL evaluated whether the fair value ofthe Supply segment's netassets was less than thecarrying value as
ofiheJune 1,2015 spinofTdate.

PPL considered several valuation methodologies toderive a fair value estimate of itsSupply segment at the spinolldate. These methodologies included
considering theclosing "when-issued" Talen Energy market value onJune 1.2015 (the spinofTdate). adjusted for the proportional share oftheequity value
attributable to the Supply segment, aswell as. thevaluation methods consistently used inPPL's goodwill impairment assessments •an income approach using
a discounted cash flow analysis ofthe Supply segment and analicmalive market approach considering market multiples ofcoinparable companies.

Although the market value of Talen Energy approach utilized the most observable inputs ofthe three approaches. PPL considered certain limitations ofthe
"when-issued" trading market for thespinofTtransaction including theshorttrading duration, lack of liquidity in the market and anticipated initial Talen
Slock ownership ba-se selling pressure, among other factors, and concluded that these factors limit the appropriateness ofthis input being solely determinative
ofthe fair value oftheSupply segment. As such. PPL also considered theother valuation approaches inestimating the overall fair value, but ultimately
assigned the highest weighting to the Talen Energy market value approach.

The following table summarizes PPL's fairvalue analysis:

•Approach

Talen Energy Market Value
Income Discounted Cash Flow

Aliemaiive Market (ComparabJc Company)
Esiimatod Fair Value

Weighting

50%

30%

20%

Weighted
Fair Vaiue

(in biltions)

1.4

I.l

0.7

3.2

•A key assumption included in the fairvalue estimate is the applicationof a controlpremium of 25%in the two market approaches. PPL concluded it was
appropriate to applya control premium in these approaches asthe goodwill impairment testing guidance was followed in determining theestimated fair
valueofthe Supply segment, which hadhistorically been a reporting unit forPPL. Thisguidance provides that the market price ofan individual security (and
thus the market capitalization ofa reporting unit with publically traded equity securities) may not berepresentative ofthe fair value ofthe reporting unit.
This guidance alsoindicates thatsubstantial valuemay arise to a controlling shareholder fiom theability to takeadvantage of synergies andotherbenefits
that arise Irom control over another entity, and that the market price ofa Company's individual share ofstock does not reflect this additional value to a
controlling shareholder. Therefore, thequoted market price need not be thesolemeasurement basis for determining the fairvalue,and including a control
premium is appropriate in measuring the fair value of a reporting unit.

Indetermining the control premium.PPLreviewed premiumsreceived during the last fiveyears in market sales transactions obtained fromobservable
independent powerproducerand hybrid utility transactions greaterthan SI billion. Premiums for thesetransactions ranged from 5% to 42% witha median of
approximately 25%.Given thesemetrics. PPL concludeda contail premium of 25% to be reasonable forboth of the market valuationapproaches used.

.Assumptions used in the discounted cash flowanalysis included forward energy prices, forecasted generation, and forecasted operation and maintenance
expenditures that were consistent with assumptions used in the Energy Supply ponion ofthe recent Talen Energy business planning process and a market
participant discount rate.

Using these methodologies and weightings. PPL determined theestimated fairvalue ofthe Supply segment (classified as Level .3) was below itscarrying
value orS4.1 billion and recorded a losson the spinoffof S879million in the secondquarterof2fl 15.which is reflected in discontinuedoperationsand is
nondeductible fortax purposes. Thisamount served to reduce the basis ofthe netassets accounted for as a dividend at theJune 1.2015spinofTdate.

C^osJs of Spinoff

Following the announcement of the transaction to fonnTalenEnergy,efforts were initiated to identify the appropriate staffing forTalen Energy and forPPL
and itssubsidiaries following completion of thespinoff. Organizational planswere substantially completed in 2014, Theneworganizational plansidentified
the needto resize and restructure the organizationsand as a result, in 2014,estimated chargesof S36 million foremployee separation benefitswere recorded
related to 306 positions. Of thisamount.$16million related to I i2 Energy Supplypositionsand is reflected in discontinuedoperations.
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The remaining S20 million is primarily rellected in "Other operation and maintenance" on the PPL Consolidated Statements of Income. In 2015. the
organizational structures were finalized for both PPLand Talen Energy which resulted in an additional charge ofS 10 million for employee separation
benefits. Of this amount. S2 million related to Energy Supply positions and is reflected in discontinued operations. The remaining S8 million is reflected in
"Other operation and maintenance" on the PPL Consolidated Statements oflncome. The separation benefits include cash severance compensation, lump sum
COBRA rcimbursemcnt payment.s and outplacement services. At December 3 I. 2015 and 2014. ihc recorded liabilities related to the separation benefits were
SI 3 million and S20 million, which arc included in "Othercurrent liabilities" on the Balance Sheets.

Additional employee-related costs incurred primaril> included accelerated stock-based compensation and prorated performance-based cash incentive and
stock-based compensation awards, primarily for PPL Energy Supply employees and for PPL Ser\ ices employees «ho became PPL Energy Supply employees
in connection with the transaction. PPL Energy Supply recognized S24 million of these costs at the spinofFclosing date in 201 5. which are reflected in
discontinued operations.

As the vesting for all PPL Energy Supply employees was accelerated and all remaining unrecognized compensation expense accelerated concurrently with
the spinolT. PPL docs not expect to recognize significant future compensation costs for equity awards held by former PPL Energy Supply employees. PPL's
future stock-based compensation expense will not be significantly impacted by equity award adjustments that occurred as a result ofthe spinofT. Stock-based
compensation expense recognized in future periods for PPL'soutstanding awards will correspond to the unrecognized compensation expense as ofthe date of
the spinotT. which reflects the unamortizcd balance ofthe original grant date fair value of the equity awards held by PPL employees.

PPL recorded S45 million and S27 million ofthird-party costs related to this transaction in 201 5 and 2014. Of these costs. S3 2 million and S19 million were
primarily for bank advisory, legal and accounting fees to facilitate the transaction, and are reflected in discontinued operations. An additional S13 million
and S8 million of consulting and other costs were incurred in 20)5 and 2014. related to the formation ofthe Talen Energy organization and to reconfigure
the remaining PPL sen-ice functions. These costs are recorded primarily in "Other operation and maintenance" on the Statements of Income. No significant
additional third-party costs arc expected to be incurred.

At the close ofthe transaction in 2015. S72 million (S42 million afler-iax) ofcash flow hedges, primaniy unamonized losses on PPL interest rate swaps
recorded in AOCI and designated as ca.sh flow hedges ofPPL Energy Supply's future interest payments, were reclassificd into interest expense and reflected in
discontinued operations.

Asa result ofthe June 2014 spinolTannouncement. PPL recorded S50 million ofdeferred 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.

Continuing Involvement (PPL ami PPL Electric)

Asa result ofthe spinoiT. PPL and PPL Energy Supply entered into a Transition Serxices Agreement (TSA) that terminates no later than two years from the
spinofl'date. The TSA sets fonh the terms and conditions for PPL and Talen Energy to provide certain transition scrx ices to one another. PPL will provide
Talen Energy certain information technology, financial and accounting, human resource and other specified serv ices. In 2015. PPL billed S25 million to
Talen Energy for these serx ices. In general, the fees for the transition services allow the provider to recover its cost of the services, including overheads, but
without margin or profit.

.Additionally, priorlo the spinoff. through the annual competitive solicitation process. PPL EnergyPlus was awarded supply conlracis for a portion ofthe PLR
generation supply for PPL Electric, which were retained by Talen Energy Marketing as part ofthe spinofT transaction. PPL Eleciric's supply contracts with
Talen Energy Marketing extend through November 2016. The energy purchases were previously included in PPL Eleciric's Statements of Income as "Eneigy
purchases fiom affiliate" butwere eliminated in PPL's Consolidated Statements oflncome.

Subsequent to the spinofT. PPL Eleciric's energy purchases from Talen Energy Marketing were S27 million and arc no longer considered affiliate transaciions.
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(PPL)

Summarized Results of Discontinued Operations

Theoperationsof theSupplysegment are included in "Income (Loss) from Discontinued Operations (net of incometaxes)" on the Statements of Income.
Following are the components of Discontinued Operations in the Statements of Income forthe periodsended December3 I:

Operating revenues
Operating expenses
Other Income (Expense) - net
interest expense (a)
Gain on sale of Montana Hydro Sale
Loss on lease termination

Income tax expense (benefit)
Loss on spmoff

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

2015 2014 2013

i 1.427 S 3,848 S 4,648
1,328 3.410 4.173

(21) 13 32

150 190 228

237

(697)
(30) 198 (180)

(879)

s (921) S 300 S (238)

(a) Includes interest a.wociated with the Supply segmentwith no additionalallocationas the Supply segmentwassufficiently capitalized.

Summarized Assets and Liabilities of Discontinued Operations

Theassets and liabilities of PPL's Supply segment for all periods priorto thespinoffare included in "Current assets ofdiscontinued operations". "Noncurrent
assetsof discontinuedoperations". "Current liabilitiesofdiscontinued operations" and "Noncurrent liabilitiesofdiscontinued operations" on PPL's Balance
Sheet. Neta.ssets. afterrecognition of the losson spinoff, ofS3.2 billion were distributedto PPL shaieowners in the June 1.2015. spinofTofPPL Energy
Supply. Thefollowing major classes ofassets andliabilities were distributed and removed from PPL's Balance Sheet onJune 1.2015, Additionally, the
followingmajorclasses of assets and liabilities wereleclassified to discontinued operations as of December31.2014:

Discontinued

Distribution on Operations at
June 1, December 31.

2015 2014

Cash and cash equivalents (a) S 371 S 352
Restricted cash and ca.sli equivalents 156 176
Accounts receivable and unbilled revenues 334 504
Fuels, maicnuls and supplies 415 455
Price risk management assets 784 1.079
Other current assets 46 26

Total Current Assets 2.106 2.592

Investments 999 980
PP&E, net 6.384 6.428
Goodwill 338 338
Other intangibles 260 257

Price risk management assets 244 239

Other noncurrent assets 63 69

Total Noncurrent Assets 8.288 8,311

Total assets S 10,394 S 10.903

Shon-ierm debt and long-term debt due within one year
Accounts payable
Price risk management liabilities
Other current liabilities

Total Current Liabilities

.•ri'il

167

885

252

763

229

2.129
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Discnntloued

Distribution on Operations at
June 1, December 31,

2015 2014

Long-term debt (excluding current portion) 1.917 1.677
Deferred income taxes 1.246 1.219
Price risk monagemeni liabilities 206 193
.Accrued pension obligations 266 299
Asset retirement obligations 443 415
Other deferred credits and noncurrent liabilities 103 150

Total Noncurrent Liabilities 4.181 3.953

Total liabilities S 6.310 S 6.724

.Adjustment fur loss on spmofT 879

Net as.seis distributed S 3.205

(at Thedistribution of PPL Energy Supply's cashand cashequivalents at June 1. 2015 is included in "Net cashprovided by (usedin) financing actn iiies • discontinued operations"
on the Statement of Cash Flows for the year ended December 31. 2015.

Montana Hvdro Sale

In November2014. PPL Montana completed the sale to Northwestern of 633 MWof hydroelectric generating facilities located in Montana for
approximately S900 million in cash. The proceeds fivm the sale remained with PPLand did not transferio Talen Enci^y as a result of the spinoffofPPL
Energy Supply.Thesate included 11 hydroelectric powerfacilities and relatedassets, included in theSupply segment. Again ofS237 million(SI37 million
after-tax) was recorded on the sale of the hydroelectric power facilities.

InDecember 2013, to facilitate thesaleof theMontana hydroelectric generating facilities, PPL Montana terminated itsoperating lea.se arrangement related to
partial interests in the Colstrip coal-firedelectric generating facility and acquired those interests collectively forS27l million. A iossofS697 million (S4I3
million after-tax) was recorded for the termination of the lease arrangement.

Asthe Montanahydroelectric powerfacilities were previously reported as a componentofPPL Energy Supplyand the Supply segment, the components of
discontinued operations for these facilities contained in the Statements of Income are included in the disclosure above.

Development

ReQional Transmission Line Expansion Plan (PPL and PPL Electric)

Susquehanna-Roselaml

In 2007. PJM directed the construction of a new 1.50-niile. 500-kV transmission line between the Susquehanna substation in Pennsylvania and the Roseland
substation in NewJersey that it identified as essential to long-term reliability of the Mid-Atlanticelectricity grid, PJM determined that the line wasneeded to
prevent potential overloads thai could occur on several existing transmission lines in the interconnected PJM system, PJM directed PPLElectric to construct
the Pennsylvania ponion of the Susquehanna-Roseland line and Public Scr\ ice Elecinc & Gas Company to construct the NewJersey portion of the line. The
line wasenergized, in May 2015. At Decembers 1,2015 and 2014. S648 million and S597 million of costs werecapitalized and are included on the Balance
Sheet primarily in "Regulated utility plant" for2015 and "Construclion work in progress" for 2014.

Noriheasi/Pocono

InOclober2012. the FERC issued an order in response to PPLElectnc's December2011 request for raiemaking incentives forlhc Nonheast/Pocono
Reliability project (a new 58-miIe.230 kV transmission line that includes three new- substations and upgrades to adjacent facilities).The FERCgranted the
incentiveforinclusionin ratebaseof all prudently incurred construction work in progress (CWIP) costs but denied the requested incentive fora 100 basis
point adderto 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
a Final Order approving the application. PPL Electric expects the project to be completed
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in 2016. Ai December 31.2015. PPL Electric's estimaied cosi of the project wasS335 million. At December 31.2015 and 2014. S319 million and $183
millionof costswere capitalizedand arc includedon the BalanceSheetprimarilv in "Regulated utility plant" for2015 and "Construction work in progress"
for 2014.

Capacity Needs (PPL. LKE. LG&E ami KU)

The Cane Run Unit 7 NGCC was put into commercialoperation on June 19.2015. Asa result and to meet more stringent EP.A regulations. LG&E retired one
coal-firedgenerating unit at the Cane Run plant in March 2015 and retired the remaining two coal-firedgenerating units at the plant in June 2015.
.Additionally. KU retired the remaining two coal-fired generating units at the Green River plant on September30. 2015. LG&E and KU incurred costs ofSl I
million and S6 million, respectively, directly related to these retirements including inventory write-downs and separation benefits. However, there were no
gains or losses on the retirement ofthese units. See Note 6 for more information related to (he regulatory recovery of the costs associated with the retirement
oftheGreen Riverunits.

In December 2014. a final order was issued by the KPSCapproving the request to eon.structa 10 MW solar generation facility at E.W. Brown. LG&Eand KU
began construction activities in the fourth quarterof2015 and project the plant to be placed into commercialoperation by June 2016 at a cost of
approximately $30 million.

9. Leases

(PPL LKE. LG&E and KU)

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;

2015 2014 2013

PPL S 49 S 51 $ 56

LKH 24 18 18

LG&E 12 7 7

KU II to 10

Total future minimum rental payments forall operating leases are estimated to be;

PPI. LKE LG&E KU

2016 s 33 $ 25 S 14 S 10
20)7 28 23 14 9

2018 24 21 13 7

2019 14 12 7 5

2020 11 9 4 5

Thereafter 3) 22 10 1!

Total s 14) S 112 S 62 S 47

10. Stock-Based Compensation

(PPL PPL Electric and LKE)

In 2012. shareowncrs approved the SIP. This equity plan replaced the IC'Pand incorporated the following changes:

• Eliminates the potential to pay dividend equivalents on stock options.

• Eliminates the automatic lapse of restrictions on all equity awards in the event ofa "potential" change in control and requires that a termination of
employment occur in the event of a change in control before restrictions lapse.

• Changes the treatment ofoutstanding stock options upon retirement to limit the exercise period to the eariier ofthe end ofthe tenn (ten years from grant)
or five years afler retirement.
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To funhcr align ihe executives' interests with those of PPLshareowners.this plan provides that each restrictedstock unit entitles the executive to accrue
additional restricted stock units equal to the amount ofquarterly dividends paid on PPL stock. The.seadditional resincted stock units are deferred and
payable in shares of PPL common slock at the end of the restriction period. Dividend equivalents on restricted slock unit awards granted under the ICP and
the ICPKE are cuirently paid in cash when dividends are declared by PPL.

Under the ICP, SIPand the ICPKE (together, the Plans), restricted sharesof PPL common stock,restricted stock units,performance units and stock options
maybe grantedto officers and other key employeesof PPL. PPL Electric. LKE and other affiliated companies. Awards under the Plansare madeby the
Compensation. Governance and Nominating Committee (CGNC)orihe PPL BoardofDirectors.in the caseof the ICPand SIP.and by the PPL Corporate
Leadership Council (CLC). in the case of the ICPKE.

The following table details the award limits under each of the Plans.

Plan

iCP(a)
SIP

ICPKE

Total Plan

Award

Limit

(Shares)

15.769.431

lO.tKIO.OOn

14.199.796

Annual Grant Limit

Total As of

Outstanding
PPL Common Slock

On First Das of

Each Calendar Year

2%

2%

Annual Grant

Limit

Options
(Shares)

.3.000.000
2.000,000

3,000.000

Annual Grant iJmit

For Individual Participants-
Performance Based Awards

For awards

denominated In

shares (Shares)

750,000

For awards

denominated in

cash (In dollars)

15.000.000

(a) Applicable to outstandingaward.s granted from January 27. 2006 to January 26, 2012. During2012. the total plan award limitwasreached and the ICPwasreplaced by the SIP.

Any ponion of theseawards that hasnot been grantedmaybe carried over and used in any subsequent year. Ifany award lapses, is forfeited or the rightsof
the participant terminate. Ihe shares of PPL common stock underlying such an award are again available forgrant. Sharesdelivered under the Plansmay be in
the fonn of authorized and unissued PPL common stock, common stock held in treasury by PPL or PPLcommon stock purchased on the open market
(including private purchases) in accordance with applicable securities laws.

Restricted Stock and Restricted Stock Units

Reslriclcdshares of PPL common stock areoutstanding shares with full voting and dividend rights, Restricted stock awardsare granted as a retention award
for select key executives and vest when the recipient reaches a certain age or meets service or other criteria set forth in the executive's restricted slock award
agreement.

The Plansallow for the grant of restricted stock units. Restricted slock units are awardsbased on the fairvalue of PPLcommon stock on the dale ofgranl.
Actual PPL common shares will be issued upon completion of a restriction period, generally three years.

The fairvalue of restricted stock and restricted stock units granted is recognized on a straight-line basis over the service period or through the dale at which
the employee reaches retirement eligibility. The fair \ alue of restricted stock and restricted stock units granted to retirement-eligible employees is recognized
as compensation expense immediately upon the date of grant. Recipients of restricted stock units granted under the ICPKE may also be granted the right to
receive dividend equivalents through the end of the restriction period or until the award is forfeited. Restricted stock and restricted stock units are subjeclto
forfeiture or accelerated payout under the plan provisions fortennination. retirement, disability and death of employees. Restrictions lapse on restrictedslock
and restricted stock units fully, in certain .situations, as defined by each of the Plans.

The weighted-average grant date fairvalue ofrestricted stock and restricted stock units granted was:

PPL

PPL Electric

LKE

Reslriclcd stock and restricted stock unit activity for2015 was:

I lull' II 1
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2015

34.50

34.41

34.89

2014

31.50 S

31.81

30.98

2013

30.30

30.55

30.00
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PEL
Nonvcsied. beginning of period

Granted

Anti-dilution adjustments 4a)
Vested

Forfeited

Nonvcsied, end of period (b)

PPL Eiectrk

Nonvestcd. beginning of period
Trunsi'cr between registrants
Granted

Anii-diluiion adjustments (a)
Vested

Forfeited

Nonvestcd. end of period

LKE

Nonvcsied, beginning of period
Transfer between registrants
Granted

Anii-diluiion adjusimcnis (a)
Vested

Nonvcsied. end of period

Restricted

Shares/t'nits

Weighted-
Aserage

Grant Date Fair

Value Per Share

3.485.520 S
1.028.009

247,098
(3.055.205)

(25.947)

1.679.475

286,811 $

(22.730)
75.213

18.661

(127.507)
t9.363)

221.085

341.468 $
4,300

98.360

24.587

(149.752)

318.963

30.07

34.50

N/A

29.34

30.70

29.65

30.04

29.56

34.41

N/A

29.12

30.51

29.48

29.76

31.74

34.89

N/A

28.55

29.65

(a) Includes adjustment to all restricted stock unitsgranted prior to thespinoffof PPLEnergy Supply as provided for underthe anti-dilution provisions of PPL's stock-based
compensation Plans.

(b) Excludes 1.226,193 rcstricied stock units for which restrictions lapsedfor former PPL Energy Supply employeesas a re.suli of the spinofT. but for whichdistributionwillnot
occur until the end of (he original restriction period of the awards.

Substantially all restricted stock and restricted stock unii awards are expected to vest.

The total fairvalue of restrictedslock and restricted slock units vesting for the years ended December31 was:

PPL

PPL Electric

LKE

Performance Units

2015

28 S

4

4

2014 2013

II S 12

3

I

Pcrfonnance units are intended to encourageand reward future corporate performance. Pertbrmance units represent a tai^ct numberof shares(Target Award)
of PPL'scommon stock that the recipient would receive upon PPL's attainment of the applicable performancegoal. Performance is determined based on total
sbareownerreturn during a three-yearperformance period. At the end ofthe penod. payout is determined b\ comparing PPL's performanceto the total
shareownerreturn of the companies included in the Philadelphia Stock Exchange Utility Index. Awards are payable on a graduated basis ba.sed on thresholds
that measure PPL's pcrlbrmance relative to peersthat comprise the applicable index on which each years'awards areineasuitd. .Awards can be paiti up to
200%of the Target Award or forfeited withno payout if performance is belowa minimum established performance threshold. Dividends payableduring the
performance cycle accumulate and areconverted into additional pcrlbrmance units and arepayable in shares of PPL common stock upon completionof the
perfomiance period based on the determination of the CGNC of whetherthe perfonnance goals have been achieved.Underthe plan provisions, performance
units aresubject to forfeiture upon termination of employment except forretirement, disability or death of an employee, in which case the total pcrfonnance
units remain outstanding and are eligible forvesting through the conclusion of the performanceperiod.

Beginningin 2014, the fairvalueof performance units gianied to retirement-eligible employeesis recognized as compensation expenseon a straight-line
basisover a one-yearperiod,the minimum vestingperiod required foran employeeto be entitled to payout ofthe awards. Foremployeeswhoarc not
retirement-eligible, compensation expenseis recognized overthe shorterofthe three-year perfomiance period or the period until the employee is retirement-
eligible. with a minimum vesting and recognition period of one-year.The fairvalue of performance units granted in 2013 and prior years is recognized
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ascompensation expense on a straight-line basis overthe three-year performance period. Peifomianee unitsvest on a prorata basis, in certain situations, as
defined by each of the Plans.

The fair value ofeach performance unit granted was estimated using a Monte Carlo pricing model that considers stock beta, a risk-free interest rate, expected
stock volatility and expected life. The stock betawas calculated comparing the risk of the individual securities to theaverage risk ofthe companies inthe
index group. The risk-free interest rale reflects the yield ona U.S. Treasury bond commensurate with theexpected life oftheperformance unit. Volatility over
theexpected term ofthe performance unit iscalculated using daily stock price observations for PPL and all companies in the index group and isevaluated
with consideration given to prior periods that may need tobeexcluded based onevents not likely to recur that had impacted PPL and the companies in the
index group. PPL uses a mix of historic and implied volatility to value awards.

The weighted-average assumptions used in the model were:

Expected 9ock volatility
Expected life

The weighted-average grantdate fairvalueof performance units grantedwas;

PPL

PPL Electric

LKE

Performance unit activity for2015 was;

PPL

Nonvested, beginning of period
Granted

Anti-dilution adjustroent (a)
Vested

Forfeited

Nonvested, end of period |b)

PPL Electric

Nonvested. beginning of period
Transfer between registrants
Granted

Anti-dilution adjustment (a)
Vested

Forfeited

Nonvested. end of period

LKE

Nonvested, beginning of period
Granted

Anti-dilution adjustment (a)
Vested

Forfeited

Nonvested. end of period

2015 2014 2013

15,90%

3 years
I S.80%

3 years
15.50%

3 years

2015 2014 2013

36.76 S

37.93

37.10

34.55 S

34.43

34.12

34.15

33.97

33.84

Performance

Lnits

i.171.716
481,197

90,251
(509,139)

(240.485)

993.540

59,615

(3.676)
21.798

4.627

(8,497)
(6.196)

67,671

173,946
66.439

13,207
(30.921)
(29.507)
193.164

Weighted-
Average Grant
Date Fair N'aine

Per Share

S 33.77
36.76

N/A

32.12

33.35

33.09

33.77

35.80

37.93

N.'A

31.38

31.38

33.05

33.32

37.10

N/A

31.35

31.36

32.96

(a) includesadjustment to all performance unitsgranted prior to the ^inoffof PPL Energy Supply as provided for under the anti-dilutionprovisionsof PPL's stock-based
compensation Plans.

(b) Excludes322.429 performanceunii.s for which the service vestingrequircmenl waswaived for former PPL Energy Supply employees asa resultof the t^inoff. but for which the
ultimate number of sharesto be distributedwilldepend on the actual attainmentof the performance goals at the end of the specifiedperformance periods.

The total fairvalue of performance units vesting forlhe year ended December31,201 5 and 2014 wasS6 million and S5 million for PPLand insignificant for
PPL Electric and LKE.
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Stock Options

PPL'sCGNC eliminated the use ofstock 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 forequily awards granted beginning in January 2014.

Under the Plans, slock options had been granted with an option exercise price per share not less than the fair value of PPL's common stock on the date of
grant- Cations outstanding at December 31.2015. become exercisablu* in equal installments over a three-year .sen. ice period beginning one year after the dale
of grant, assuming the individual is still employed by PPL or a subsidiaiy. The CGNC and CLC have discretion to accelerate the exercisability of the options,
except that the exercisability ofan option issued under the ICP may not be accelerated unlc.ss the individual remains employed by PPL or a subsidiary for
one year trom the date ofgrant. All options expire no later than ten years from the grant dale. The options become cxcrcisable immediately in certain
situations, as defined by each of the Plans. The fair value ofopt ions granted is recognized as compensation expense on a straight-line basis over the service
period or through the dale at which the employee reaches retirement eligibility. The fair value ofoptions granted to retirement-eligible employees is
recognized as compensation expense immediately upon the dale ofgrant.

The fair value ofeach 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 rale reflects the yield for a U.S. Treasury Strip available on the date of
grant with constant rate maturity approximating the option's expected life. Expected life is calculated based on historical exercise behavior. Volatility over
the expected term of the options is e\ aluated with consideration given to prior periods that may need to be excluded based on e\ ents not likely to recur that
had impacted PPL's volatility in those prior periods. Management's expectations for future volatility, considering potential changes to PPL's business model
and other economic conditions, arc also reviewed in addition to the historical data to determine the (Inal volatility assumption. PPL uses a mix ofhistoric and
implied volatility to value awards. The dividend yield is based on several factors, including PPL's most recent dividend payment, a.sof the grant dale and the
forecasted stock price. The assumptions used in the model were;

2013

Risk-free interest rate

Expected option life
Expected stock volatility
Dividend vield

The weighted-average grant date fair value ofoptions granted was:

PPL

PPL Electric

LKE

Stock option activity for 2015 was:

PPL

Outstanding at beginning of period
Ami-dilution adjustment (a)
Exercised

Forfeited

Outstanding at end of period
Options exercisable at end of period

Outstanding at beginning of period
Transfer between registrants
Ami-dilution adjustment (a)
Exercised

Outstanding at end of period
Options exercisable at end of period
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Number

of Options

9.042.962

907.737

(3,559.874)
(5.676)

6.385.149
5.683.535

507.920

(15.339)

44.859

(224.007)

313,433

263.443

Weighted
•Vverage
Exercise

Price Per Share

i 30.93

28.06

27.35

26.67

28.54

28.78

30.04

29.60

28.06

27.20

27,79

28.02

Weighted-
A% erage

Remaining
Contractual

Term (rears)

5.2

5.0

1.15%

6.48 years

18'50%
5.00%

2013

2.18

2.19

2.18

Aggregate
Total Intrinsic

Value

42

36

5.2 $
4.8
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LKE

Outstanding at beginning of period
Anii-diiuiion adjustment (a)
Exercised

Outstanding at end of period
Options exercisabic at end of period

Number

VSeighted
Average
Exercise

Weighted-
Average

Remaining
Contractual

of Options Price Per Share Term (years)

Aggregate
Total Intrinsic

Value

623.317 S

43.236

(240.897)
425.656

277.101

28.64

28.06

28.04

26.08

25.80

6.7 S

6.5

(a| Adjustments to prior year grants under the anii-dilutionprovisionsof PPL'sstock-basedcompensation Plansas a resultof the spinoff of PPL Energy Supply.

Substantially all stock option awards arc expected to vest.

For2015. 2014 and 2013. PPLreceived $97 million. $67 million and $31 million in cash fromslock options exercised. The related income lax benefits
realized were not significant.

The total intrinsic value ofslock options exercised for 2015, 2014 and 2013 were $2 I million, $13 million and $6 million.

Compensation Expense

Compensation expense forrestricted slock, restricted slock units, performanceunits and stock options accounted foras equity awards,which for PPL Electric
and LKE includes an allocation ofPPL Services' expense, was;

PPL

PPL Electric

LKE

2015

33 $
14

2014 2013

30 S 25

10

8

SeeNote8 fordetailsof the costs recognized in discontinuedoperationsrelated to the accelerated vestingof awards forformer PPL EnergySupply
employees.

The income tax benefit related to above compensation expense was as follows:

PPL

PPL Electric

LKE

2015

14 S
6

3

2014

12 S

5

3

2013

The income tax benefil PPL realized from stock-based awards vested or exercised was not significant for 2015. 2014 or 2013.

.At December 31.2015. unrecognized compensation expense related to nonvestcd restricted stock, restricted slock units, performance units and stock option
awards was:

PPL

PPL Electric

LKE
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Weighted-
Unrecuguized Average
Compensatloa Period for

Expense Recognition

1.6 years
1.6 years
[.4 years
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11. Retirement and Postemployment Benefits

(All Rcf-isfraiUs)

Defined Benefits

The majority ofPPL'ssubsidiaries domestic employeesareeligible Tor pension benefitsundernon-contributory definedbenefitpension plans withbenefits
based on length ofser\ iceand final average pay.asdefined by the plans. Effective January I. 2012.PPL's primary defined benefit pension plan was closed to
all newly hiredsalaried employees. Efieclive July 1.2014. PPL's primary defined benefitpension plan was closed to all newly hired bargaining unit
employees. Newly hiredemployeesareeligible to participatein the PPL Retirement SavingsPlan,a 40 KL) savingsplan with enhancedemployer
contributions.

Thedefinedbenefitpension plansof LKE and its subsidiaries were closed to newsalaried and bargainingunit employees hiredaf^cr Decembers1,2005.
Employees hired aflerDecember 31.2005 receive additional company contributions above thestandard matching contributions to theirsavings plans.

Efteclive .April I. 2010. the principal defined benefit pension plan applicable to WPD(South West) and WPD(South Wales) was closed to most new
employees, except for those meeting specific grandfathcred participation rights. WPDMidlands' defined benefit plan had been clo.sed to new members,
except forthose meeting specific grandfathcred panicipaiion rights, priorto acquisition. New employees noteligibleto participate in the plansareolfered
benefits undera defined contribution plan.

PPL and certainof its subsidiaries also providesupplemental retirement benefitsto executivesand other key management employeesthrough unfunded
nonqualified retirement plans.

The majority ofemployeesof PPL's domestic subsidiaries are eligible forcertain health careand life insurance benefitsupon retirement throughcontribuloiy
plans.Effective January 1.2014. the PPL Postretircmcni Medical Plan was closed to all newly hired salaried employees. Effective July 1.2014. the PPL
Postrelircment Medical Plan was closedto all newly hiredbargaining unit employees. Posiretirement health benefitsmaybe paid fixim 401(h)accounts
established as part of the PPL Retirement Plan and the LG&E and KU Retirement Plan within the PPL Serv ices Corporation MasterTrust, funded VEBA trusts
and company funds. WPDdoes not sponsor any postretirement benefit plans other than pension.s.

(FPU

The following table pmvides 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 [)ecember31.

Pension Benefits

U.S. U.K.

2015 2014 2013 20IS 2014 2013

Net periodic defined benefit costs
(credits):

Service cost S 96 S 97 $ 119 S 79 S 71 $ 69

inieresi cost 194 224 205 314 354 320

Expected return on plan Bs.sets (258) (287) (283) (523) (521) (465)
-Amoniraiktn of:

Prior service cost (credit) 7 20 22 1

.Actuarial (gam) loss 84 28 77 158 132 150

Net periodic defined benefit costs
(credits) prior to termination
benefits 123 82 140 28 36 75

Termination benefits 13 3

Net periodic defined benefit costs
(credits) $ 123 S 95 S 140 S 28 $ 36 S 78
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Other Postretirement Benefits

2015 2014 2013

US 12 S 13
26 31 29

(26) (26) (25)

12 18 23

12 S 18 S 23
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Pension Benefits

I'.S. I'.K. Other Postretiremeni Benefits

20I.S 2014 201.3 2015 2014 2013 2015 2014 2013

Other Changes in Plan .Assets
and BcniTil Obligations
Recogni/cd in OCi and
RegulaloiTi .Assets/Liabilities-
Gross:

Divestiture (a) 5 (353) S (6)
Net (gain) loss 63 S 574 $ (304) S 508 $ 354 S 76 (0) S 22 S (67)
Prior service cost

(credit) 18 (8) 7

Amortization of;

Prior service (cost) credit (7) (20). (22) (1) (1)
Actuarial gain (loss) (85) (28) (77) (158) (132) (150) (I) (6)

Total recognized in OCI and
regulatory a!>.set&/Iiabiiiiies(b) (364) 518 (403) 350 222 (75) (16) 28 (73)

Total recognized in net periodic
defined benefit costs. OCI and

reguiatory assets/iiabiiiiies (b) S (241) S 613 S (263) s 378 S 258 S 3 S (4) S 46 S (50)

(a) As a resull of the spinofTof PPL Energy Supply, amounts in AOCl were allocated to certain former active and inactive employees of PPL Energy Supply and Included in the
distribution. See Note K for additional details.

(b) WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP. Asa result, \\PDdoes not record regulatory as.seisliabilities.

For PPL'sU.S.pension benefits and for other postretiremeni benefits, the amounts recognized in OCI and regulatory assets/liabilities for the years ended
December 31 were as follows:

I'.S. Pension Benefits Other Postretiremeni Benefits

oa

Regulatory as.scts'liabiliiies
Total recognized in OCI and

regulatory assetS'liabilitics

The estimated amounts to be amortized from AOCIand regulatory assets/liabilities into net periodic defined benefit costs in 2016 areas follows:

Pension Benefits

2015 2014 2013 2015 2014 2013

$ (269) S 319 S (210) S 12 S 7 S (37)
(95) 199 093) (28) 21 (36)

U.S. U.K.

Prior service cost (credit) S 8

Actuarial (gam) loss 49 S 151

Total S 57 S 151

Amortization from Balance Sheet:

AOCI s 12 s 151

Regulatory assets^iabilities 45

Total s
M-M-

57 $ 151

flKE)

The following table provides the components ofnet periodic defined benefit costs for LKE's pension and other postrelirement benefit plans for the years
ended December 31.
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Peasion Benefits Other Postretlrement Benefits

2015 2014 2013 2015 2014 2013
Net periodic defined beneni costs

(credits);

Scrsicc cost S 26 S 21 S 26 S 5 $ 4 S 5
inicfcsl cost 68 66 52 9 9 8
Bxpccicd return on plan assets (88) (82) (82) (6) (4) (5)
Amorlizalion ol:

Prior service cost (credit) 7 5 5 3 2 3
Actuarial (gain) loss(a) 37 12 33 (1)

Net periodic defined benefit costs
(crcdil) S 50 S 22 S 44 S 11 S 10 $ II

Other Changes in Plan Assets
and Benefit Obligations
Recognized in OCl and
Regulalorv Assel&^iabllitles •
Cross:

Net (gain) loss S 20 S 162 S (116) S (15) S 26 S (14)
Prior service cost (credit) 19 2.1 6
Amortization of:

Prior service (cost) credit (7) (5) (5) (3) (2) (3)
1Actuarial gain (loss) (37) (12) (33)

Total recognized in OCl and
regulatory asset&^liabilitles (5) 168 (154) (18) 31 (17)

Total recognized in net periodic
detlncd benefit costs, OCl and

regulatory asset&liabilities S 45 S 190 S (110) $ (7) $ 41 S (6)

la) Asa result of the 2014 Kentucky ratecaseseitlemeni thatbecame effective July 1.2015. the difference between actuarial (gain)/loss calculated id accordance with LKE's pension
accounting policy and actuarial (gam)/toss calculated using a 15 year amortization period was S9 million.

Tor LKE'spension and other posireiiremcni benefits, the amount.s recognized in OCl and regulatory assets.'liabilities for the years ended December 31 were as
follows:

Pension Benefits Other Postretlrement Benefits

2015 2014 2013 2015 2014 2013

oa S 4 S 84 S (46) S (2) S 9 S (1)
Regulatory assctyliabilities (9) 84 (108) (15) 22 (16)
Total recognized in OG and

regulatory asset&ljabiliiies S (5) S I6K S (154) S (18) S 3! $ (17)

The estimated amounts to be amortized from AOCIand regulatory assets/liabilities into net periodic defined benefit costs lor LKE in 2016 arc as follows.

Ihrior service cost (credit)
Actuarial (gain) loss

Total

Amortization from Balance Sheet:

AOCI

Regulatory assets/liabilities
Total

Other

Peitsion Postrctiretneni

Benefits Benefits

S 8

20

S 2

S 28 s 2

s 2

26

s 1

1

s 28 s 2

(LG&E)

The foliowitig table provides the components of net periodic defined benefii costs for LG&E's pension benefit plan forlhc years ended December31.
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Net periodic defined benefit costs (credits):
Service cost

Interest cost

Expected return on plan assets
Amortization of:

Prior service cost (credit)
Actuarial (gain) loss (a)

Net periodic defined benefit costs (credits)

Other Changes in Plan Assets and Benefll Obligations
Recognized in Regulatory Assets - Gross:

Net (gain) loss
Prior service cost (credit)
Amortization of:

Prior service (cost) credit

Actuarial gain (loss)
Total recognized in regulatory assetsliabilities

Toal recognized in net periodic defined benefit costs and regulatory assets

Pension Benefits

2015 2014 2013

S 1 S 1 S 2

14 15 14

(20) (19) (20)

3 2 2

11 6 14

$ 9 S 5 S 12

S 8 S 14 S (20)
10 9

(3) (2) (2)

(11) (6) (14)

4 15 (36)

S 13 S 20 S (24)

(a) Asa resultof the 2014 Kentuckyrale case settlement that became effectiveJuly 1, 2015. the difference between actuarial(gain)/losscalculatedin accordancewith LG&E's
pension accounting policy and actuarial (gain)/loss calculated using a 15 year amortization period was $3 million.

The estimated amounts to be amortized fromregulatory assets into net periodic defined benefit costs for LG&E in 2016 arc as follows.

Prior service cost (credit)
Actuarial (gain) loss

Total

Pension

Benefits

S 5

7

S 12

(All Registrants)

The followingnet periodic defined benefit costs (credits) werecharged to operating expense or regulatory assets, excluding amounts charged to construction
and olhernon-expense accounts. The U.K. pension benefits apply to PPL only.

Pension Benefits

U.S. U.K. Other Postretiremcnt Benefits

2015 2014 2013 2015 20f4 2013 201S 2014 2013

PPL S 71 S 45 S 72 S (21) S (9) 5 33 S 8 S 10 S 13
PPL Electric (a) 15 12 18 2 3

LKE (b) 37 17 32 8 7 8

LG&E(b) 12 5 14 4 4 4

KU(a) (b) 9 3 9 2 2 2

(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 sponsored by PPL Services (for
PPl. Electric) and by LKE (for KU). based on their participation in those plans, which management believes are reasonable.

(b) As a result of the 2014 Kentucky rate case settlement that became effective July 1. 2015. the difference between net periodic defined benefit costs calculated in accordance with
LKE's. LG&E's and KU's pension accounting policy and the net periodic defined benefit costs calculated using a 15 year amortization period for gains and losses is recorded as a
regulatory asset. Of the costs charged to operating expense or regulatory assets, excluding amounts charged to construction and cither non-expense accounts. S4 million for LG&E
and 51 million for KU were recorded as regulatory assets.

In the table above LG&Eamounts include costs for the specific plans its sponsors and the following allocated costs ofdefined benefit plans sponsored by
LKE.based on its participation in those plans, which management believes are reasonable;

Pension Benefits Other Postretirement Benefits

2015 2014 2013 2015 2014 2013

LG&E 5 S 2 $ 5 5 4 $ 4 $

178

I ORi.' Ti-t ...,1, ..ml Hus^^aiLt
The irtTonniRrorr contained herem may not be eapial. adapted or dlstnbuted and is nor ivarrsnied to heaccurate, complete or timely. Tftouserossumes all nste tor any damages or losses ansmg from any use ol (liisintoniiarion.

to the estent such damagasor losses cannot be llmlied or endiided by applicable law Pasi hnandalpbrformanceis no gaarantea at lutum results.



Table of Qinlunls

(PPL LKE and LG&E)

PPL.LKEand LG&Eadopted the newmonality tables issued by the Society of Actuaries in October2014 (•RP-2014 base tables) forall U.S. defined benefit
pension and other postretiremenl benefit plans at December 31.2015.In addition, PPL. LKE and LG&E updated thebasis for estimating projected mortality
improvements and selected the IRS BB-2D two-dimensional improvement scale ona generational basis for all U.S. defined benefit pension and other
posiretirement benefit plans. These new mortality assumptions reflect therecognition ofboth improved life expectancies and the expectation ofcontinuing
improvements in life expectancies. The use oflhe new base tables and improvement scale resulted inan increase to U.S. defined benefit pension and other
postrelirementbenefit obligations, an increase to future expense and a decrease in funded status.

The following weighted-average assumptions were used inthevaluation of thebenefit obligations at December 31.The U.K. pension benefits apply toPPL
only.

PPL

Discount rale

Rate of compensation increase

LKE

Discount rate

Rate of compensation increase

LG&E

Discount rate

U.S.

2015

4.59%

3.93%

4.56%

3.50%

4.49%

Pension Benefits

U.K.

2014 2015

4.25%

3.91%

4.25%

3.50%

4.20%

3.68%

4.00%

2014

3.85%

4.00%

Other Postretirement Beneflts

2015

4.48%

3.91%

4.49%

3.50%

2014

4.09%

3.86%

4.06%

3.50%

Thefollowing weighted-average assumptions were used to determine the net periodicdefinedbenefitcosts forlhe yearsended December 3 I. The U.K.
pension benefits apply to PPL only.

PPL

Discount rate

Rate of compensation increase
Expected return on plan assets (a)

LKE

Discount rate

Rale of compensation increase
Expected return on plan assets (a)

LG&E

Discount rate

Expected retum on plan assets (a)

2015

4.25%

3.91%

7.00%

4.25%

3.50%

7.00%

4.20%

7.00%

U.S.

2014

5.12%

3.97%

7.00%

5.18%

4.00%

7.00%

5.13%

7.00%

Pension Benefits

2013

4.22%

3.98%

7.03%

4.24%

4.00%

7.10%

4.20%

7,10%

2015

3.85%

4.00%

7.19%

U.K.

2014

4.41%

4.001'i

7.19%

2013

4.27%

4.00%

7.16%

Other Postretirement Benefits

2015

4.09%

3,86%

6.06%

4.06%

3.50%

6.82%

2014

4.91%

3,96%

5.96%

4.91%

4.00%

6.75%

2013

4.00%

3.97%

5.94%

3.99%

4,00%

6.76%

la) Theexpected long-term rales of retum forpension andotherpostrelirement benefits arebased on managemcni's projections using a besl-esiimaie of expected remrns. volatilities
and correlations foreachasset class. Eachplan'sspecific currentand expected asset allocations are alsoconsidered in developing a reasonable retumas.sumpiion.

(PPL and LKE)

The following table provides the assumed health care cost trend rales for the years ended December 31:

2015 2014 2013
PPL and LKE

Health care cost trend rate assumed for next year
• obligations 6.8% 7.2% 7.6%
- cost 7.2% 7.6% 8.0%

Rate to which the cost trend rate is assumed to decline (the ultimate trend rate)
- obligations 5.0% 5,0% 5.0%

- cost 5.0% 5.0% 5.5%
Year that the rate reaches the ultimate trend rate

- obligations 2020 2020 2020
-cost 2020 2020 2019
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A one percentage point change in the assumed health care costs trend rate assumption would have had the following effectson the other postretiremeni
benefit plans in 2015:

On€ Percentage Point

Increase Decrease

Effect on accumulated postretiremeni benefit obligation
PPL s 6 S (5)
LKE 5 (4)

(PPL)

The funded status ofPPL's plans at December 31 was as follows;

Pension Benefits

U.S. L.K. Other Postretiremeni Benefits

2015 2014 2015 2014 2015 2014

Change in Benefit Obligation
Benefit Obligation, beginning of period S 5,399 S 4.428 S 8,523 S 8.143 5 716 S 650

Service cost 96 97 79 71 11 12
Interest cost 194 224 314 354 26 31
Participant contributions 15 16 13 12
Plan amendments 19 (7) 6
Actuarial (gain) loss (193) 887 200 747 (37) 59

Divestiture (a) (1.416) (76)
Tcrmiiialinn benefits 13

Gross benefits paid (b) (236) (243) (391) (411) (58) (55)
Federal subsidy 1 1
Currency conversion (336) (397)

Benefit Obligation, end of period 3.863 5.399 8.404 8.523 596 716

Change in Plan Assets
Plan assetsai fair value, beginning of period 4.462 4,009 7,734 7.284 484 446

•Actual return on plan assets •) 600 205 895 (2) 62

Employer contributions 158 96 366 311 17 15

Participant coniribulions IS 16 13 12

Divestiture (a) (1.159) (80)
Gross benefits paid |b) (2361 (243) (391) (411) (53) (51)
Currency conversion (304) (361)

Plan assets at fair value, end of period 3.227 4.462 7.625 7.734 379 484

Funded Status, end of period s (6361 S (937) S (779) S (789) S (217) S

•Amounts recognized In the Balance
Sheets consist of:

Noncurrcni asset S 2 S I

Current liability $ (10) S (10) s (1) (3) (3)
Noncurrcni liabililv (626) (668) S (7791 (788) (216) (196)

Noncunent liability of discontinued
operations (259) (34)

Net amount recognized, end of period s (636) S (937) $ (779) $ (789) s (217) S (232)

Amounts recognized in AOCI and
regulatory assel.s/liabillties (pre-tax)
consist of:

Prior serMce cosi Icredil) s 53 S 41 s I

Net actuarial (gain) loss 977 1.353 S 2.684 S 2,334 37 S 54

Total (c) s 1.030 S 1.394 S 2,684 S 2.334 s 38 S 54

Total accumulatrd benefit obligation
for defined benefit pension plans 3.590 S 4.946 S 7.747 S 7.867

(a) Asa resulioClhe spinotTof PPL Knergy Supply, obligationsand assets attribuiublc to certain former active and inactiveemployeesof PPL Energy Supply were transferredto
Talen Energy plans.

(b| Certain U S. pension plans offered a limited-time program in 2014 during which terminated vested participanu could elect to receive their accrued pension bcnefii as a one-time
lump sum payment,Grossbenefitspaid includesS33 millionofiump-sum cash paymentsmade to terminatedvestedparticipantsin 2014 in connection with theseofferings.

(c> WPDis not subject to accounting for the effects of certain types of regulation as prescribed by GAAP and as a result, does not record regulatory asseisliabilities.

ForPPVs U.S.pension and other postrelirement benefit plans, the amounts recognized in AOCIand regulatory assets/liabilities at December 31 were as
rollows:
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U.S. PenstoQ Benefits Other Poslrellrcmenl Benefits

2015 2014 2015 2014

Aoa S 275 S 714 S 18 S 30
Regulatory assetsliabilitles 755 6K() 20 24

Total S 1.030 S 1.394 S 38 S 54

The following tables provide information on pension planswhere the projected benefit obligation (PBO) or accumulated benefit obligation (ABO) exceed
the fair value of plan assets:

U.S. U.K.

2015 2014 2015 2014

Projected benefit obligation i 3.863 S 5.399 S 8.404 s 8.523
Fair value of plan assets 3,227 4.462 7.625 7,734

U.S. U.K.

ABO in excess of plan assets ABO in excess of pi an assets

2015 2014 2015 2014

Accumulated benefit obligation $ 3,590 S 4,946 S 3.532 S 3,592
Fair value of plan assets 3.227 4.462 3.287 3321

(LKEf

The funded status of LKE's plans at December 31 was as follows:

Pension Benefits Other Postretiremeni Benefits

2015 2014 2015 2014

Change in Benefit Obligation
Benefit Obligation, beginning of period S 1,608 S 1,328 S 234 $ 193

Service cost 26 21 s 4
Interest cost 68 66 9 9
Participant contributions 7 7

Plan amendments (a) 19 23 6
Actuarial (gain) loss (74) 253 (22) 32
Gross benefits paid (b) (59) (83) (18)

1

(17)
Federal subsidy

Benefit Obligation, end of period 1.588 1.608 216 234

Change in Plan Assets
Plan assets at fair value, beginning of period 1,301 1,173 82 74

Actual return on plan assets (7) 173 10
Kmployer contributions 54 38 17 8
Participant contributions 7 7
Gross benefits paid (bl (59) (83) (18) 07)

Plan assets at fair value, end of period 1,289 1.301 88 82

Funded Status, end of period S (299) S (307) s (128) $ (152)

Amounts recognized In the Balance
.Sheets consist of:

Noncurrent asset % 2 $ 2
Current liability s (3) S (3) (3) (31
Noncurrent liability (296) (304) (127) 051)

Net amount recognized, end of period s (299) S 1307) s 028) S 0 52)

Amounts recognized In .AOCI and
regubtory assets/liabilities (pre-tax)
consist of:

Prior service cost (credil) s 54 S 43 s 9 S 12
Net actuarial <gain t loss 338 354 09) (41

Total 392 $ 397 s 00) $ 8

Total accumulated benefit obligation
for defined benefit pension plans s 1.452 S 1.461

ta) The pension plans were amended in December2015 allowing lenninaied vestedparticipanisto elect to receive their accrued pension benefit as a one-time lump-sum payment
effective January 1.2016. The projected benefit obligation increased by $ i9 million as a result of the amcndment.
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The plans wereamended in December2014 to enhance ihc carK rctircmeni faciors for all plan participantsretiring on or after January 1. 2015. Thesemodificationsresulted in an
increase of S2.1 million in the plans' projected benefit obligations as of December 1. 2014.

(b) Certain LKt pension plansoffered a limited-time program in 2014 during which terminatedvestedparticipantscould elect to receivetheir accrued pension benefit as a one-time
lump-sum payment. The gross benefits paid includes 5.^3 million of lump-sum cash payments made to terminated vested participants during 2014 in connection with these
offerings.

The amounts recognized in AOCl and regulaior> assets liabilities at December 31 were as follows:

Pension Benefits Other Postrelircmcnt Benefits

AOCl

Regulatory assets/liabilities

Total

2GI5 2014 2015 2014

s 70 $ 65 $ 7 $ 8

322 332 (17)

s 392 S 397 S (10) S S

The following tables provide informationon pension plans wherethe projected benefit obligation (PBO)or accumulated benefti obligations (ABO) exceed
the fair value ofplan assets:

PBO Id excess of plan assets
2015 2014

Projected benefit obligation $ 1,588 S 1.608
Fair value of plan a.ssets 1.289 1.301

ABO in excess of plan as»el»
2015 2014

Accumulated benefit obligation S 1.452 S 1.461
Fair value of plan assets j.289 |,30l

(LG&E)

The funded status ofLG&E's plan at December 31. was as follows:

Pension Benefits

2015 2014

Change in Benefit Obligation
Benefit Obligation, beginning of period S 331 S 291

Service cost I I

Interest cost 14 IS

Plan amciidmenLs(a) 10 9

Actuarial (gain) loss (15) 36

Gross benefits paid (b) (15) (21)
Benefit Obligation, end of period 326 331

Change in Plan Assets
Plan assets at fair value, beginning of period 30! 28!

.Actualreturn on plan assets (2) 41

Employer contributions 13

Gross benefits paid (b) (15) (21)
Plan assets at fair value, end of period 297 301

Funded Status, end of period s (29) s (.to)

.AmouBts recognized in the Balance Sheets consist of:

Noncurrcnt liability s (29) S (30)
Net amount recognized, end of period 5 (29) $ (30)

Amounts recognized In regulatory assets (pre-tax)
consist of:

Prior serv ice cost tcredit) S 29 S 22
Net actuarial (gain) loss 95 98

Total S 124 S 120

Total accumulated benefit obligation for defined benefit pension plan S 326 3. .'30

(a) The plan was amended in December 2015 allowing terminaicd vested participants to elect to receive tlicir accrued pension benefit as a one-time lump-sum payment effective
January 1. 2016. The projected benefit obligation increased by SI 0 million as a result of the amendment.

The plan wu.s amended in December 2014 to enhance the early retirement faciors for all plan participants retiring on or afler January 1.2015. The projected benefli obligation
increased by S9 million as a result tif the amendment.
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(b) LG&E's pension plan offered a limilcd-time progrum in 2014 during which icrminated vested participanis could elect to receive their accrued pension benefit asa one-time lump-
sum payment. Thegross benefits paid includes $8 miiliun of lump-sum cash payments made to terminated vested participanis in2014 inconncciion with this offering.

LG&E's pension plan had projecied and accumulated benefit obligations in excess of plan assets at [December 31, 2015 and 2014.

Inaddition to the plan it sponsoi^. LO&E is allocateda portion of the funded status and costsof certaindefined benefitplanssponsored by LKE basedon its
participation in those plans, which management believes are reasonable. The actuanaliy determined obligations of current active employees and retired
employees are usedas a basis 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

Other postretirement benefits

2015

26

77

20i4

27

85

(PPL Elecrric)

Although PPL Electric doesnotdirectly sponsor anydefined benefit plans, it isallocated a portion of the funded statusand costsof planssponsored by PPL
Sen icesbased on its participation in those plans,which management believesare reasonable. Asa resultof the spinofTofPPL Energy Supply,pensionand
other postretirement plans were rcmeasured resulting in adjustments to PPL Electric's allocated balances ofS56 million, reflected as a non-cash contribution
on theStatement of Equity. Theactuarially detennined obligations ofcurrent active employees and retirees areused as a basis to allocate total planactivity,
including active and retiree costs and obligations. Allocations to PPL Electric resulted in liabilities at December 31 as follows.

Pension

Other postretirement bcncfiis

2015

183

67

2014

212

40

<KU)

Although KUdoes not directly sponstirany defined benefit plans, it is allocated a portion of the funded status and costs of plans sponsored by LKEbased on
its participation in those plans, which management believes arc reasonable. The actuarially determined obligations ofcurrent active employees and retired
employees of KU arc used as a basis to allocate total plan activity, including active and retiree costs and obligations. Allocations to KUresulted in liabilities
at December 3! as follows.

Pension

Other postretirement benefits

Plan Assets • U.S. Pension Plans

(PPL LKE and LG&E)

2015

46 S
42

2014

59

52

PPL's primary legacy pension plan and the pension plans sponsored by LKE are inve.sted in the PPLServicesCorporation MasterTrust (the MasterTrust) that
also includes 401(h) accounts that arc restricted forcertain other postretirement benefit obligations of PPLand LKE. The investment strategy forthe Ma.stcr
Trust is to achieve a risk-adjusted rcium on a mix of assets that, in combination with PPL's funding policy, will ensure that sufficient assets are available to
provide long-termgniwth and liquidity forbenefit 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 has no
significant concentration of risk.

The investment policy of the Master Trust outlines investment objectives and defines the responsibilities of the EBPB.external inve.stment managers,
investment advisor and trustee and custodian. The investment policy is reviewed annually by PPL's Board of Directors.

The EBPBcreated a risk management framework around the trust assets and pension liabilities. This framework con.sideis the tmst assets as being composed
ofthrce sub-portfolios: growth, immunizing and liquidity portfolios. The growth
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ponfolio is comprisedof investmenis that generate a return at a reasonable risk, including equity securities, certain debt securities and alternative
investments. The immunizing portfolio consistsof debt securities, generally with long durations, and derivativepositions.The immunizing portfoliois
designed to offset a portion of the change in the pension liabilities due to changes in interest rates.The liquidity portfolio consists primarily ofcash and cash
equivalents.

Target allocation rangeshave beendeveloped foreach portfolioon a plan basisbasedon input from external consultantswitha goal oflimiting funded
status volatility. The EBPBmonitors the investments in each portfolio on a plan basis, and seeks to obtain a target portfolio that emphasizes reduction of risk
ofloss frommarketvolatility. In pursuing that goal, the EBPBestablishes revised guidelines from time to time. EBPB investment guidelines as oflhe end of
2015 are presented below.

The asset allocation for the trust and the target allocation by portfolio at December 3 I are as follows:

Growth Portfotio

liquitv securities
Debt securities (b)
.•Micrnaiive invesinicnis

Iminunizing Portfolio
Debt securities (b)

Derivatives

Liquiditv Portfolio

Total

(a) Allocaitons exclude consideration of a group annuity contract held by the L(i&E and KL' Retirement Plan.
(b) Includes commingled debt funds, which PPL treats as debt securities for a.sset allocation purposes.

(LKE)

LKEhas pension plans, including LG&E's plan, whoseassets are invested solely in the MasterTrust, which is fully disclosed below. The fairvalue of these
plans' assets ofSI .3 billion at December 31,2015 and 2014 represents an interest ofapproximately 40% and 28% in the Ma.sicrTrust.

(LG&E)

2015Percentage of trust assets

2UI5(a) 2UI4

Target .Asset
Allocation (a)

51% 51% 50%

25% Ifr-'o

13% 13%

13% 12%

47% 47% 48%

42% 44%

5% 3%

2% 2% 2%

100% 100% 100%

LG&E has a pension plan whose assets are invested solely in the Master Trust, which is frtlly disclosed below. The fair value of this plan's assets orS297
million and 530) million at December 3 1.2015 and 2014 represents an Interest ofapproximately 9% and 6% in the Master Trust.

(PPL LKE and LG&E)

The fair value ofnet assets in the Master Trust by asset class and level within the fair value hierarchy was:

December .^1.2015 December J1. 2014

Fair Value Measurements Using Fair Value Measurements Using

Total Levell Level 2 Level 3 Total Level 1 l.evel2 Level 3

PPl. Services Corporation .Master Trust
Cash and cash equivalenLs S 225 S 225 «> 246 ii 246

Equity securities;
U.S.:

Large-cap 87 87 114 114

Large-cap fund measured at NAV (a) 197 318

Small-cap 85 85 145 145

International equity fund at NAV (a) 454 615

Commingled debt measured at NAV (a) 514 818

Debt securities:

U.S. Treasury and U.S. govcmmcnl sponsored
agency 501 492 $ 9 723 706 S 17

Residential commercial backed securities 3 3 t 2

Corporate 747 737 S 10 1.109 1.088 S 21
International government 4 4 8 8

Other 7 7 9 9
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December .41. 2015 December 31. 2014

Fair N'aluc Measurements I'sinc Fair Value Measurements Using
Total l.evel 1 Iwvel 2 i.evcl .4 Total Level 1 Level 2 I.evel .4

Aliemalive investments:

Commodities measured at NAV (a) 70 90

Real estate measured at NAV (a) 118 148

Private equity measured at NAV (a) 81 104

Hedge funds measured at NAV (a) 171 223

Derivatives:

Interest rale swaps and sv^aptions 80 80 92 92

Other 1! 11 12 12

Insurance contracts 32 32 33 33
PPL Sers ices Corporation Master Trust assets, at

fair value 3,387 S 889 S 851 S 42 4.809 S 1.211 $ 1.228 S; 54

Receivables and payables. net (b) (49) (41)
40Uhl accounts restricted for other
posirctiremeni benefit obligations (111) (136)

Tola! PPL Services Corporation Master Trust
pension assets (c) $ 3.227

(b)
<c)

In accordancewithaccounting guidance certain investments that are measuredat fair value using the net assetvalue per share (NAV).or itsequivuleni.practicalexpedient have
not been classified in lite fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statement of financial position.
Rcccit ablesand payables represent amounts for invesimenLs sold purchased but not yet settled along with interest and di\ idends earned but not set reeeised.
Asa result of the spinoff of PPL Energy Supply. SI. 159 million of aiwcLs were transferred to Talen Energy m 2til5. attributable to former active and inactive employees of PPL
Energy Supply that had participated m PPL's pension plan. An additional SI 70 million of assets of the PPL Montana pension plan transferred to Tslcn Energy, as thai entire plan
was assumed by Talcn Energy.

A reconciliation of the Master Trust assets classiHed as Level 3 at December] 1.2015 is as follows;

Balance at beginning of period
Actual return on plan as-sets

Relating to assets still held
at the reporting dale

Relating to assets sold during the period
Purchases, sales and settlements

Balance at end of period

A reconciliation ofthe Master Trust assets classified as Level 3 at December3l. 2014 is as follows:

Balance at beginning of period

Actual return on plan as.sets

Relating to assets still held

ui the reporting date

Relating to assets sold during the period
Purchases, sales and seiilements

Balance at end of period

Corporate
debt

Insurance

contracts Total

s 21 S 33 S 54

1 1

(1) (1)
(10) (3) (13)

s 10 s 32 S 42

Corporate Insurance
debt contracts Total

23 S

(i)

(1)

21 S

37 S

33 S

60

(1)
(51

54

The fair value measurements ofca.sh and cash equivalents are 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 I, are ba.scd on quoted prices in active markets. These securities represent actively and passively managed investments that
are managed against various equity indices and exchange traded funds (ETFs).

inveslmcnls in commingled equity and debt funds are categorized as equity securities, investments in commingled equity funds include funds thai invest in
U.S. and intematlonal equity securities. Investments incommingled debt Ktnds include ftinds that invest ina diversified portfolio ofemerging market debt
obligations, as well as funds that invest in investment grade long-duration fixed-income securities.
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The fair value measurements of debt securities are generally based on evaluations that reflect observable marieel infonnalion, such as actual trade information
for identical securities or for similar securities, adjusted for observable diOerences. The fair value of debt securities isgenerally measured using a market
approach, including the use ofpricing models which incorporate observable inputs. Common inputs include benchmark yields, relevant trade data,
broker dealerbid/ask prices, benchmark securities andcredit valuation adjustments. When necessary, the fair valueof debt securities ismeasured using the
income approach,which incorporates similarobservable inputsas well as paymentdata, future predicted cash flows, collateralperformance and new issue
data. Forthe MasterTrust, thesesecurities represent investments in securitiesissuedby U.S. Treasury and U.S. govcmmcni sponsored agencies; investments
sccuritized by residential mortgages, auto loans, credit cards andotherpooledloans; Inve.slmcnts in investment grade and non-investment grade bonds
issued by U.S. companiesacmssseveral industries; investments in debt securities issued by foreign govemmentsand corporations.

Investments in commodities represent ownership interest of a commingled fund that is invested in a portfolioof exchange-traded futures and forward
contracts in commodities to obtain broadexposureto all principalgroups in the global commodity markets, including energies, agriculture and metals (both
precious and industrial) using proprietary commodity trading strategies. Redemptions can bemade the 15^calendar day and the last calendar day ofthe
month with a specified notification period. The fund's fairvalue is based upon a \ alue as calculated by the fund's administrator.

Investmentsin real estate represent an investment in a partnership whose purpose is to manage investments in core U.S. realestate properties diversified
geographically and acmss major properly 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 stablecash flows with appreciation being a secondary factor. Corerealestategenerallyhasa lower
degreeof leverage when compared with more speculativerealestate investingstrategies. The partnership has limitationson the amountsthat may be
redeemed basedon availablecashto fund redemptions. Additionally, the general partnermaydecline to accept redemptions when necessary to avoid adverse
consequences forthc partnership, including legaland tax implications, among others.The fairvalueof the investment is basedupon a partnership unit value.

Investments in privateequity represent interests in partnerships in multipleearly-stage venturecapital fundsand private equity fund of funds that usea
numberof diverse investment strategies. Four of the partnerships have fimited lives of ten years, while the fifih has a life of 15years, after which liquidating
distributionswill be received. Prior to the end of each partnership's life, the investment cannot be redeemed with the partnership; however, the interest may be
sold to otherparties, subject to the generalpartner's approval. The MasterTrust hasunfundedcommitments of S27 million that maybe required during the
lives of the partnerships.Fairvalue is based on an ownership interest in partners'capital to which a proportionate share of net assets is attributed.

Investments in hedge funds represent investments in threehedge fund of funds. Hedge fundsseek a return utilizing a numberof diverse investment strategies.
The strategics,whencombined aim to reduce volatility and risk while attempting to deliver positive returns undermost market conditions. Major investment
strategies forthe hedge fund of funds include long/short equity, market neutral, distressed debt, and relative value. Generally, shares may be redeemedwithin
60 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 a
percentage of the total net asset value of the fund, among other restrictions. All withdrawalsarc subject to the general partner'sapproval. The fair value for
twoof the funds hasbeen estimated usingthe net asset value pershareand the third fund's fairvalue is basedon an ownership interest in partners'capitalto
which a proportionate share ofnet assets is attributed.

The fairvalue measurements of derivative instruments utilize various inputs that include quoted prices for similar contracts or market-corroborated inputs. In
certain instances, these instruments may be valued using models, including standard option valuation models and standard industry models. These securities
primarily represent investments in interest rateswapsand swaplions (the option to enter into an interest rateswap)which are valued based on the swap
details, such as swap cur\'es. notional amount, index and termof index, reset frequency, volatility and payer receivercredit ratings.

Insurancecontracts, classified as Level 3. representan inveslinenl in an immediateparticipation guaranteed group annuity contract. The fairvalue is based on
contract value, which represents cost plus interest income less distributions forbenefit payments and administrative expenses.

Plan Assets • U.S. Other Postretirement Benefit Plans

The investment strategy with respect to other postretirement benefit obligations is to fund VEBA tmstsand'or401(h) accounts with volunlaiy contributions
and to invest in a tax efficient manner.E.xcluding the 401(h) accounts included in the MasterTrust. other postretirement benefit plans are invested in a mix of
assets for long-term growth with an objective of
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earning returns thatprovide liquidity as required for benclU payments. These plansbenelii from diversification ofassel types, investment ftind strategies and
investment fund managers, and therefore, have nosignificant concentration ofrisk. Equity securities include inv estments indomestic large-cap commingled
funds. Ownership interests in commingled funds that invest entirely in debt securities are classified as equity securities, but treated as debt securities forasset
allocation and target allocation puiposcs. Ownership interests in money market funds are treated ascash and cash equivalents for asset allocation and target
allocation purposes.The asset allocation forthe PPLV'EBA trusts, excluding LKE.and the target allocation, by asset class, at December3 i are detailed
below.

Asset Class

U.S. Equity securities
Debt securitie.s ta)

Cash and cash equivalents (b)
Total

(a) Includes commingled debt funds and debt securities.
(b| Includes money market funds.

Target Asset
AllocationPprcentage of plan assets

2015 2014 2015

48% 49% 45%

SO'-i. 49'"o 50%

2% 2% 5%

UK»% 100% 1OCA

LKE's Other posiretircment benefitplan is investedprimarily in a 401(h)account,as disclosed in the PPL Services Corporation MasterTrust,with
insignificant amounts invested in money market funds within VEBAtrusts for liquidity.

The fairvalueof assetsin the U.S. otherpostretirement benefit plans by assetclass and level withinthe fairvaluehierarchy was:

December 31. 2015 December 31, 2014

Fair A'atue Measurement L'sina Fair N'alue Measurement UsinK
Total Level 1 Le> el 2 Level 3 Total Level! Level 2 level 3

Money market funds S 6 S 6 S 9 5 9

L'.S, Equity seturiiies;
Large-cap equity fund measure at NAV (a) 129 169

Commingled debt timd measured at NAV (a) 109 1.36

Debt securities:

Munieipalities 23 S 23 33 5 33

Total VEBA trust as.'ieLs. at fair value 267 $ 6 5 23 347 $ 9 5 33

Receivables and payables, net |b)
401th) accouni assets

Total other postretirement benefit plan
assets(c)

111

S 379

I

136

$ 484

(a)

(b)

(c)

In accordancewithaccounting guidance certain investments thai are measuredat fair value using the net as-sct value per share (N,AV). or itsequivalent,practical expedient have
not been classified in the lair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statement of financial position.
Receivables and payablesrepresentamounts for investments sold'purchascdbut not yet settledalong with interestand dividendsearned bul not yet received.
Asa resultof the i^inoff of PPL Energy Supply, S80 millionof as.sets were transferredto Talen Energy in 2015. attributableto former active employeesof PPL Energy Supply
that had participated m PPL's other postretirement benefit plan.

Investments in money market funds represent investments in funds that invest primarily in a diversified ponfotio of investment grade money market
instruments, including, but not limited to. commercialpaper, notes, repurchaseagreements and olhcrevidencesof indebtedness with a maturity not
c.xceeding 13 months fromthe date of purchase.The primaryobjective of the fund is a level ofcurrenl income consistent with stability of principal and
liquidity. Redemptions can be made daily on this fund.

Investments in large-cap equity securities represent investments in a passively managed equity index fiind that invests in securities and a combination of
other collective funds. Fair value measurementsare not obtained froma quoted price in an active market but are based on firm quotes of net asset values per
share as provided by the trustee of the fund. Redemptions can be made daily on this fund.

Investments in commingled debt securities represent investments in a fund that invests in a diversified portfolio ofinvestment grade long-duration fixed
income securities. Redemptions can be made weekly on these funds.

Investments in municipalities represent investments in a diverse mix of tax-exempt municipal securities. The fair value measurements for these securities are
based on recently executed transactions for identical securities or fur similar securities.
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Plan Assets - U.K. Pension Plans (PPU

The overall invesiment strategy ofWPD's pension plans is developed by each plan's independent trustees in its Statement of Investment Principles in
compliance with the U.K. Pensions Act of 1995 and other U.K. legislation. The trustees' primary focus is to ensure that assets are sufficient to meet members'
benefits as they fall due with a longer term objective to reduce investment risk. The investment strategy is intended to maximize investment returns while not
incurring excessive volatility in the funding position. WPD's plans are invested in a wide diversification ofassei types, fund strategies and fiind managers;
and therefore,have no significant concentration of risk.Commingled funds that consist entirely ofdebt securities are traded as equity units, but treated by
\VTDasdebt securities for asset allocation and target allocation purposes. These include inve.stments in U.K.corporate bonds and U.K.gilts.

The asset allocation and target allocation at December 31 of WPD'spension plans are detailed below,

Asset Class

Cash and cash equivalents
llquity sccurilies

U.K.

European (excluding ihc U.K.)
Asian-Pacific

Nonh American

Emerging markets
Currency
Global Tactical Asset Allocation

Dcbi securities (a)
Alternative investments

Toial

la! Includes commingled debt funds.

Target Asset
Percentaec of plan assets Allncalion

2015 2014 2015

1% 1%

3% 3% 4%

2% 3% 3%

2% 2% 2%

3% 3% 3%

10% 9% 10%

1% 2% 1%

31% 29% 31%

4()% 42% 39%

7% 6% 7%

100% 100% 100%

The fair value ofassets in the U.K. pension plans by asset class and level within the fair value hierarchy was:

December 31. 2015 December 31. 2014

Fair N'atue Measurement Using Fair \'aiue Measurement Using

Total L.evei 1 I..evet 2 Level 3 Total Level 1 Level 2 l,evel3

Ca.shand cash equivalents $ 55 ;S 55 $ 57 $ 57

Equity securities measured at NAV (a):
U.K. companies 274 239

European companies (excluding the U.K.) 190 198

Asian-Pacific companies 132 142

North .American companies 220 227

Emerging markets companies 284 309

Globiil Equities 500 397

Currency 39 190

Glher 2.384 2.263

Commingled debt;
U.K. corporate bonds 2 92

U.K. gilts 3 913

[>cbl Securities:

U.K. corporate bonds 364 S 364 344 S 344

U.K. uilts 2.645 2.645 1.927 1.927

Alternative investments:

Real estate measured at NAV (a) 533 436

Fair value - U.K. pension plans 7.625 S 55 S 3.009 S 7.734 S 57 S 2.271

(a) In accordance with accounting guidance certain investmeni.s thai are measured at fair value using the net as.sct value per share (NAV). or its equivalent, practical expedient have
not been classified in the fair value hierarchy. The fair value amounts presented in the table are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statement of financial position.

Except for investments in real estate, the fair value measurements ofWPD's pension plan assets are based on the same inputs and measurement techniques
used to measure the U.S. pension plan assets described above.

I8g

i"i'! I,! Ji'l'' 'iir ^t• 1 .'lit ".'V '.i-:;!: i'ri.'LunM.'iil iiujWiHt
rnc (nrermino/i eo'irainod herei'i miry not Ci» cepied. 4Kr4p'<^O'rt'STntiiTM jntf'V noi warrantixr rot>c accurate, oompkno at umoty. rtin user Assumes at nsfcs lor any pamogai at losvie s/'Cne Immatywuitit llui,u\laimallQn,
itire^t 10 theertanl sudt damaga m loaai- cannn! tm Hmllea ot axdudM Oy apBhcablc Irtr PahtUnanM parlarmance a no guaraiiloa al luluro rasults.



Table ofConienis

Inveslmenls in equity securities represent actively and passively managed funds that aremeasured against variousequity indices.Othercomprises a rangeof
investment strategies which invest in a variety of assets including equities, bonds, currencies, real estate and forestry held in unitized funds.

U.K.corporate bonds include investment grade corporate bonds of companies fixun diversified U.K. industries.

U.K. gilts include gilts, index-linked gilts and swaps intended to track a portion of the plans' liabilities.

Investments in realestate represent holdings in a U.K. unitized fiind that ownsand manage.s U.K. industrial and coinmcrcial realestate witha strategyof
earningcurrent rental income and achievingcapital growth. The fairvalue measurement of the fund is based upon a net asset value pershare,which is batted
on the value of underlying properties that are independently appraised in accordance with Royal Institution of Chartered Surveyorsvaluation 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 unlikelyevent ofa largeforced sale in orderto en.sure otherunit holdersare not disadvantaged.

Expected Cash Flows - U.S. Defined Benefit Plans (PPL)

PPL's U.S. defined benefit pension plans have the option to utilize available prior year credit balances to meet current and futurecontribution requirements.
However. PPL contributed S3() million to its U.S. pension plans in January 2016.

PPLsponsors various non-qualified supplemental pension plans forwhich no assets are segregated from corporate assets. PPL expects to make approximately
SID million of benefit payments under these plans in 2016.

PPLis not required to make contributions to its other poslretirement benefit plans but has historically funded these plans in amounts equal to the
postretiremenl benefit costs recognized. Continuation ofthis past practice would cause PPLto contribute S13 million to its other poslretirement benefit plans
in 2016.

The following benefit payments, which reflect expected futureservice, as appropriate, are expected to be paid by the plans and the following federal subsidy
payments are expected to be received by PPL.

Other Postretiremenl

Expected
Benefit Federal

Pension Pa\ ment Subsidy

2016 $ 234 5 54 S
2017 245 53

2018 250 53

2019 259 53

2020 261 52
2021-2025 1.333 244 2

(LKE)

LKE's defined benefit pension plans have the option to utilize available prior year credit balances to meet current and future contribution requirements.
However. LKE contributed S30 million to its pension plans in January 2016.

LKE sponsors various non-qualified supplemental pension plans for which no assets are segregated fk)m corporate assets. LKE expects to make $3 million of
benefit payments underthese plans in 2016.

LKE is not required to make contributions to its other postretirement benefit plan but has historically funded this plan in amounts equal to the postretiremenl
benefit costs recognized. Continuation ofthis past practice would cause LKE to contribute a projected S13 million to its other poslretirement benefit plan in
2016.

The following benefit payments, which reflecl expected future service, as appropriate, arc expected to be paid by the plans and the following federal subsidy
payments are expected to be received by LKE.
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Other Postretirement

[•'xpected
Benefit Federal

Pension Pavmeni Subsidy

2016 S 95 $ 13
2017 100 14

2018 102 15 S 1
2019 105 16

2020 107 16
2021-2025 550 85 2

(LG&E)

LG&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 S7 million to its pension plan in January 2016.

The following benefit payments,which reflectexpected futuie service,as appropriate, arc expected to be paid by the plan.

Pension

2016 $ 23
2017 25

2018 24
2019 25
2020 25
2021-2025 III

Expected Cash Flows - U.K. Pension Plans <PPLt

The pension plans of WPDare subject to formal actuarial valuationsevery three years,which are used to determine funding requirements.Contribution
requirements forperiods after April I. 2014 wereevaluated in accordance with the valuations performed as of March 31,2013. W?D expects to make
contributions of approximately S364 million in 2016. WPDis currently permitted to recover in current rales approximately 78% of their pension funding
requirements fortheirprimary pension plans.

The following benefit payments, which reflectexpected future service, as appropriate, are expected to be paid by the plans.

Pension

2016 $ 379
2017 384

2018 391
2019 397

2020 402
2021-2025 2,074

Savings Plans (AH Registranis)

Substantially all employees of PPL's domestic subsidiaries are eligible to participate in deferredsavings plans (401fk)s). Employer contributions to the plans
were;

2015 2014 2013

PPL S 34 S 33 $ 29
PPL Electnc 6 6 6

LKE 16 IS 13

LG&E 5 5 7

KU 4 4 6

Separation Benefits

Certain PPL subsidiaries provide separation benefits to eligible employees. These benefits may be provided in the case ofseparations due to performance
issues, loss ofjob related qualifications or organizational changes. Until December 1.2012. certain employees separated were eligible for cash severance
payments, outplacement sendees, accelerated stock award
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vesting,continuationof group healthand welfare coverage, and enhanced pensionand postretirernent medical benefits. As of December 1.2012,separation
benefits forcertain employees were changed to eliminate accelerated stock award vesting and enhanced pension andpostretirernent medical benefits. Also,
the continuationof grouphealth and welfare coveragewas replaced witha single sumpaymentapproximating the dollar amountof premium paymentsthat
wouldbe incurred forcontinuationof grouphealth and welfare coverage. Separation benefitsare recorded when suchamountsare probableand estimable.

SeeNote8 fora discussion of separation benefitsrecognized in 201 5 and 2014 related to the spinoffofPPL Energy Supply.Separation benefitswere not
significant in 2013.

12. Jointly Owned Facilities

iPPLLKE. LG&EandKV)

At December 3 1.2015 and 2014. the Balance Sheets reflect the owned interests in the facilities listed below.

PPL and LKE

Deceinber3l.201S

Generating Plants
Trimble County Unit I
Trimble County Unit 2

December 31. 2014

Generating Plants
Trimble County Unil I
Trimble County Unit 2

LC&E

December 31. 2015

Generating Plants
E.W. Brown Units 6-7

Paddy's Run Unit 13 & E.W. Brown Unit 5
Trimble County Unit I
Trimble County Unit 2
Trimble County Units 5-6
Trimble County Units7-10
Cane Run Unit 7

E.W. Brown Solar Unil

December 31. 2014

Generating Plants
E.W, Brown Units 6-7

Paddy's Run Unit 13 & E.W. Brown Unit 5
Trimble County Unit I
Trimble County Unit 2
Trimble County Units 5-6
Trimble County Units 7-10
Cane Run Unil 7

KU

December 31. 2015

Generating Plants
E.W. Brown Units 6-7

Paddy's Run Unit 13 & E.W. Brown Unit 5

Trimble County Unit 2
Trimble County Units 5-6
Trimble County Units 7-10
Cane Run Unil 7

E.W, Brown Solar Unit

Generating Plants
E.W. Brown Units 6-7

Paddy's Run Unit 13 & E.W, Brown Unit 5
Trimble County Unit 2
Trimble County Units 5-6
Trimble County Units 7-10
Cane Run Unit 7

Ownership
Interest
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75.00% S

75.00%

75.00%

75.00%

38.00%

53.00%

75.00%

14.25%

29.00%

37.00%

22.00%

39.00%

38.00%

53.00%

75.00%

14,25%

29.00%

37.00%

22.00%

62.00%

47.00%

60.75%

71,00%

63.00%

78,00%

61.00%

62.00%

47.00%

60.75%

71.00%

63.00%

78.00%

Electric Plant

399

1.013

309

1.002

40

47

399

210

29

71

115

40

47

309

205

29

70

65

43

803

70

121

411

65

42

797

70

120

Accumulated

Depreciation

44

141

51 S

122

12

10

44

28

6

14

1

ID

7

51

23

5

19

9

113

15

23

6

15

6

98

11

18

Construction

Work

in Progress

6

27

59

32

I

6

12

59
15

113

1

403
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Each subsidiary owningihese interests provides its ownfunding for its shareof the facility. Each receives a portionof the total output of the generating
plantsequal to its percentage ownership. The shareof fueland otheroperatingcostsassociatedwith the plants is included in the corresponding operating
expenses on the Statements of Income.

13. Commitments and Contingencies

(PPL)

Ail commitments,contingencies and guarantees associated with PPLEnergy Supply and its subsidiaries were retained by Talen Energy and its subsidiariesat
the spinoffdate without recourse to PPL.

Energy Purchase Commltmente (PPL. LKE. LG&E and KV)

LG&E and KUenter into purchase contracts to supply the coal and natural gas requirements forgeneration facilities and LG&E's gas supply operations.
These contracts include the following commitments:

Maximuni

Maturity
Contract Tvdc Date

Coal 2022

Coal Tran^ortation and Fleeting Services 2024
Natural Gas Storage 2024
Natural Gas Transportation 2026

LG&E and KU have a power purchase agreement with OVEC expiring in June 2040. See footnote (f) to the table in "Guarantees and CXher Assurances" below
for informationon the OVEC powerpurchasecontract. Future obligations for powerpurchases from OVEC are unconditional demand payments, comprisedof
annual minimum debt sen ice payments, as well as contractual ly required tieimbursemenl ofplant operating, maintenance and other expenses are projected as
follows:

2016

20)7

2018

2019

2020

Thereafter

LG&E

KU

Total

Legal Matters

(AH Registranls)

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

WKE Indemnification (PPL and LKE)

See foolnole (e) to the table in "Guarantees and Other .Assurances" below for information on an LKE indemnity relating to its former WTCE lease, including
related legal proceedings.
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1.G&E KtJ Total

S 18 S 8 S 26
19 8 27

19 8 27

19 0 28

20 9 29

435 193 628

S 530 S 235 S 765

mber3 1 as follows:

2015 2014 2013

S 15 S 17 S 18

7 8 8

S 22 S 25 S 26
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(PPL LKE. LG&E and KC)

Cane Run Environmental Claims

In December 2013.six residents, on behalfof themselves and otherssimilarly situated, filed a class actioncomplaintagainst LG&E and PPL in the U.S.
DistrictCourt forthe Western Districtof Kentucky alleging violations of the Clean Air Actand RCRA.Inaddition, these plaintiffs assert common lawclaims
ofnuisancc. trespass and negligence. These plaintiffs seek injunctive reliefandcivil penalties, pluscostsandattorney fees, forthealleged statutory
violations. Under thecommon lawclaims, these plaintiffs seek monetary compensation and punitive damages forpmperiy damage anddiminished property
values fora classconsistingof residents within fourmilesof the plant. Intheir individual capacitie.s. theseplaintiffsseekcompensation foralleged adverse
healtheffects. Inresponse to a motion to dismiss filed by I'PL and LG&E, in July 2014. the courtdismissed the plainlilfs'RCRA claimsand all but one Clean
AirAct claim,but declined to dismiss their common law tort claims. Uponmotion of LG&E and PPL. the districtcourt certified forappellatereviewthe issue
of whether the state common lawclaims are preempted by federal statute. In December2014, the U.S. Court of Appeals forthe Sixth Circuit issued an order
granting appellatereview regarding the above matter. Oral argument before the Sixth Circuit was held in .August 2015. In November 2015. the SixthCircuit
issued an opinion affirming the District Court'sruling that plaintiffs'state lawclaimsare not preempted by the Clean AirActand remanding the malterto the
Distnct Court for furtherproceedings. Cenain discoveo mattersare currently before the DistrictCourt. PPL.LKEand LG&E cannot predict the outcome of
this matter. LG&E retired one coal-lired unit at the Cane Run plant in March 20! 5 and the remaining twocoal-fired unitsat the plant in June 2015.

Mill Creek Environmental Claims

In May2014, the Sierra Club filed a citizen suit against LG&E in the U.S. District Court for the Western District of Kentucky foralleged violationsof the
Clean Water Act. The Sierra Club alleges that variousdischarges at the Mill Creek plant constitute violationsof the plant'swaterdischaigepermit. The Sierra
Club seekscivil penalties, injunctiverelief, costsand attorney's fees, in August2015. the Courtdenied cross-motions forsummary judgment filed by both
partiesand directed the parties to proceed with discovery. Discovery proceedings arc underwayand the parties ha\ e also conducted limited settlement
discussions in the matter. PPL. LKE and LG&E cannot predict the outcomeof this matteror the potential impacton the operationsof the .Mill Creekplant,
including increasedcapital or operating costs, ifany. but believe the plant is operating in compliance with the permits.

E.W. Brown Environmental Claims

InOctober2015.KU received a noticeof intent from Eanhjusticeand the Sierra Club informing certain federal and state agenciesof the Sierra Club's intent
to file a citizen suit,following expiration ofthe mandatory 60-(Jay notification period, for alleged violations of theClean Water Act. Theclaimant alleges
discharges at the E.W. Brown plant in violationof applicable rulesand the plant's waterdischargepermit. Theclaimantasserts that, unlessthe alleged
discharges are promptly broughi into compliance, it intends lo seek civil penalties, injunctive relief and attorney's fees. In November2015. the claimants
submitted an amended notice of intent lo add the Kentucky Waterways Alliance as a claimant. The parties have conducted limited settlement discussions in
the matter, PPL. LKE and KU cannot predict the outcomeof this matterorlhe potential impacton the operationsof the E.W.Baiwn plant, including
increased capital oroperaling costs, ifany.

Trimble County Unit 2 Air Permit

The SierraClub and other environmental groups petitioned the Kentucky Environmcnia!and Public Protection Cabinet to overturn the air permit issued for
the frimble County Unit 2 ba.seload coal-fired generating unit, but the agency upheld the pemiit in an order issued in .September 2007. In response to
subsequent petitionsby ens intnmenial ga>ups. the EPA ordered certainnon-material changeslo the permit which, inJanuary2010. were incorporated intoa
final revised permit issued by the Kentucky Division for AirQuality. In March 2010, the environmental groups petitioned the EPA to object lo the revised
stale pennit. Until the EPA issuesa final rulingon (he pending petition and all availableappealsareexhausted,PPL. LKE. LG&E and KUcannot predict the
outcome oflhis matteror the potential impact on the operations of the Trimble County plant, including increased capital oroperaling costs, if any.

Trimble County Water Discharge Permit

In May 2010. the Kentucky Waterways Alliance and other environmental groups filed a petition with the Kentucky Energy and Environment Cabinet
(KEEC) challenging the Kentucky Pollutant Discbai^e Elimination System permit issued in April
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2010. which coverswaterdischarges from the Trimble County plani. in November 2010. the KEEC issued a final orderupholding the permit which was
subsequently appealedby the envia>nmenial groups. InSeptember 2013. the Franklin CircuitCourt reversed the KF-FiC orderupholding the permit and
remanded the permit to the agency for further proceedings. LG&E and the KEEC appealed the orderto the Kentucky Courtof Appeals. In July 2015, the
Courtof Appeals upheld the lowercourt ruling. LG&E and the KEEC havemoved fordiscretionary review by the Kentucky Supreme Court.On Febmary 10,
2016. the Kentucky Supreme Court issued an ordergrantingdiscretionary review, PPL. LKF,LG&E and KU are unable to predict the outcomeof this matter
or the potential impact on the operations of the Trimble County plant, including increased capital or operating costs, ifany.

Regulatory Issues (All Registrams)

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

Electricity - Reliability Standards

The NERC is responsible forestablishingand enforcing mandatory reliabililystandards(ReliabilityStandards) regarding the bulk powersystem. TlicFERC
ovcntees this process and independently enforces the Reliability Standaixls.

The ReliabilityStandards have the force and effectoflaw and apply to certain usersof the bulk powerelectricitysystem, including electricutility companies,
generatorsand mailteters. Under the FederalPowerAct. the FERCmay assessci\il penalties of up to SI million per day. per violation, for certain violations.

PPL. LG&E. KUand PPLElectnc monitor their compliance with the Reliability Standards and continue to self-reportor self-log potential violations of
certain applicable reliability requirementsand submit accompanying mitigation plans, as required.The resolution of a small 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 ofthe NERC and the FERC.

In the course of implementing their programsto ensure compliance with the Reliability Standards by those PPLaffiliates subject to the standards, certain
other instances of potential non-compliance may be identified from lime to time. The Registrantscannot predict the outcome of these matter;, and cannot
estimate a range of reasonably possible losses, ifany.

Environmental Matters - Domestic

(All Rcgislranis)

Due to the environmental issuesdiscussed below or other environmental matters, it may be necessary forthe Registrants to modify, curtail, replace or cease
operation ofcertain facilities or performanceof certain operations to comply with statutes, regulations and other requirementsof regulatory bodies or courts.
Inaddition, legal challenges to newenvironmental pemiitsor rules add to the uncertainty ofcslimating the future cost of these permitsand rules.

LG&Eand KUare entitled to reeo\ er. through the ECR mechani.sm,certain costs ofcomplying with the Clean Air Act. as amended, and those federal, state or
local cn\ ironmental requiiementsapplicable to coal combustion wastesand by-products from facilities thai generate electricity from coal in accordance with
approved compliance plans. Costs not covered by the ECR mechanism for LG&E and KUand all such costs for PPL Electric are subject to rate recovery
before the companies' respective slate 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, PPL. PPL Electric. LKF. LG&F. and KUcan provide no assurances as to the ultimate outcome
of future environmental or rate proceedings before regulatory authorities.

(PPL. LKE. LG&E and Ki )

&i£

The Clean Air Act, which regulates air pollutants from mobile and stationary sources, has a significant impact on the operation offossil fuel plants. The Clean
Air Act requites the EPA periodically to review and establish concentration levels in the ambient air for six criteria pollutants to protect public health and
welfare. These concentration levels are known as N.A.-\OS. The six criteria pollutants are carbon monoxide, lead, nitrogen dioxide, ozone, particulale matter
and sulfur dioxide.
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Federal environmental regulations ofthese criteriapollutants require statesto adopt implementation plans,known asstale implementation plans, forceriain
pollutants,which detail howthe state will attain the standards that are mandated by the relevantlawor regulation.Each state identifiesihe areaswithin it.s
boundaries that meet theN.-VAQS (attainment areas) and those that do not(non-attainment areas), and must dc\elop a state implementation plan both tobring
non-attainment areas into compliance with the NAAQS and to maintain good air quality in attainment areas. In addition, for attainment of ozone and fine
particulales standards, states in the castcni portionof the country, including Kentucky, arc subject to a regional program developed by the EPA known as the
Cru.ss-Staie AirPollution Rule. TheNAAQS. future revisions to the NAAQS and slateimplementation plansimplementing them, or future revisions to
regional programs, may require installation of additional pollution controls, thecostsof which PPL. LKE. LG&E and KU believe aresubject to costrecovery.

Although PPL. LKE. LG&E and KU do not currently anticipatesignificantcosts to complywith theseprograms, changes in market or operatingconditions
could result in diffcrem costs than anticipated.

National Ambient Air Quality Standards (NAAQS)

Under the Clean AirAct. the EPAis required to reassessthe NAAQS forcertain air pollutants on a five-yearschedule. In 2008. the EPArevised the NAAQS for
ozone and proposed to further strengthen the standard in November 2014. The EPA released a new ozone standard on October 1, 201."^. The stales and EPA
will determine attainment with the newozone standard through reviewof relevant ambient air monitoring data, with attainment or nonaiiainment
designations scheduled no later than (X;iober2017. States are also obligated to address inienNiate transport issues associated with new o/one standards
through the establishment of "goodneighbor" state implementation plans forthosestales that are found to contributesignificantly to another states'non-
attainment. Slatesthat arenot in the ozone transport region,including Kentucky, arcworking togetherto evaluate furthcrnitrogen oxide reductionsfrom
fossil-fueled plants with SCRs, Thenature and timing ofany additional reductions resulting from these evaluations canuot be predicted at this time.

In2010. the EPA finalized revised NAAQS forsulfurdioxide and required states to identity areasthat meet thosestandardsand areas that are in "non-
attainment". InJuly 2013. the EPA finalized non-attainment designations forpartsof the country, including pan of Jefferson County in Kentucky.
Attainment mustbeachievedby 2018. PPL, LKE. LG&E and KU anticipate that certain previouslyrequired compliancemeasures, such as upgraded or new
sulfur dioxide scrubbers at certain plantsand the retirement ofcoal-fired generating unitsat LG&E'sCanc Run plantand KU's Green Riverplant,will help to
achievecompliance withthe newsulfiirdioxide and ozone standards. Ifadditional reductionsare required, the costscould be significant.

Mercury and Air Toxics Standards (MA TS)

in February 2012. the EPA finalized the MATS rule requiring reductionsof mercury and oiherhazardous air pollutants from fossil-fuel fired powerplants,
with an effective dale of April 16.2012.The MATS rule was challenged by industrygroupsand statesand was upheld by the U.S. Courtof Appeals forthe D.
C. Circuit Court (D.C. Circuit Court) in April 2014. .A group of states subsequently petitioned the U.S. SupremeCourt (SupremeCourt) to review this decision
and in June 201 the Supreme Court held that the EP.A failed to properly considercosts when deciding to regulatehazardousair emissions from powerplants
under MATS. The Court remanded the matterto the D.C. Circuit Court, which in December2015 remanded the rule to EPAwithout vacating it. EPAhas
proposed a supplemental finding regarding costs ofthe rule and has announced that it intends to make a final deicnnination in 2016. The EPA's MATS rule
remains in effect during the pendency of the ongoing proceedings.

LG&E and KU have installed significant controls in connection with the MATSrule and in conjunction with compliance with other environmental
requirements, including fabric-filler baghou.ses. upgraded scrtibbersor chemical additive systems for which appropriate KPSC authorization and/or ECR
treatment has been received. LG&E and KU are currently seeking KPSC approval for a compliance plan providing for installation of additional MATS-related
controls, the cost of which is currently estimated at S5 million for LG&E and at SI 7 million for KU. PPL. LKE. LG&E and KU cannot predict the outcome of
the MATS rule or its potential impact, ifany.on plant operations, rate treatment or futurecapital or operating needs. Sec Note6 foradditional information.

New Source Review (NSR)

The NSRlitigation brought by EPA. states and environmental groups against coal-fircd generating plants in past years continues to proceed through the
courts. Although none ofthis litigation directly involves PPL. LKE. LG&E or KU. it can
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influencethe permitting of largecapital projectsat LG&E and KU's powerplants, the costsof whichcannot presentlybe determined but could be significant.

Climate Change

(All Regislranls)

There is continuing momentum to addressclimate change. Most recently, in December2015,195 nations, including the U.S., signed the ParisAgreementon
Climate which establishes a comprehensive ftameworic for the reduction ofGHG emissions fiomboth developed and developing nations. Although the
agreement does not establish binding reduction requirements, it requires each nation to prepare, communicate, and maintain GHGreduction commitments.
Based on EPA's Clean PowerPlan described below, the U.S. has committed to an initial reduction taiget of 26% to 28% below 2005 levels by 2025.

The EPA's Rules under Section 111 nfthe Clean Air Act

As furtherdescribed below, the EPAfinalized rales imposing greenhouse gas emission standards for both new and existing powerplants. The EPAhas also
issued a proposed federal implementation plan that would apply to any states that fail to submit an acceptable state implementation plan under these rules.
The EPA's authorityto promulgatetheseregulationsunderSection 111 of the CleanAirActhas been challengedin the D.C. CircuitCourtby several states
and industry groups. On February9,2016, the SupremeCourt stayed the rule for existing plants (the Clean PowerPlan) pending the D.C.Circuit Court's
reviewand subsequent review by the SupremeCourt if a writ ofcertlorari is filed and granted.

The EPA's rale fornewpowerplants imposesseparateemissionstandards forcoal and naturalgas units basedon the applicationof 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 rale effectively precludesthe construction of newcoal-fired plants.The standardforNGCC powerplants is the sameas the EPA
proposedin 2012 and is not continuouslyachievable. The preclusion of newcoal-fired plantsand the compliancedifficulties posed fornewnaturalgas-fired
plants could have a significant industry-wide impact.

The EPA's Clean Power Plan

The EPA's rule forexisting powerplants, referred to as the CleanPowerPlan,waspublished in the Federal Registerin October2015.The CleanPowerPlan
contains state-specificrate-based and mass-based reduction goals and guidelines for the development, submission and implementation of state
implementation plans to achieve the state goals.State-specific goals werecalculatedfrom 2012 data by applying EPA's broad interpretation and definitionof
the BSER,resulting in the most stringent targets to be met in 2030, with interim targets to be met beginning in 2022. The EPAbelieves it has offeredsome
flexibility to thestatesas to howtheircompliance planscanbe crafled, including theoptionto usea rate-based approach (limit emissions permegawatt hour)
or a mass-based approach (limit total tons of emissions peryear), and the option to demonstrate compliance throughemissions tradingand multi-state
collaborations. Under the rate-based approach, Kentucky would needto make a 41%reduction fiom its2012emissions rate and undera mass-based approach
it would need to make a 36%reduction. These reductions aresignificantly greaterthan initiallyproposed and present significant challenges to thestate.If
the CleanPowerPlan is ultimatelyupheld and Kentuckyfailsto develop an approvableimplementation plan by the applicable deadline,the EPAwould
impose a federal implementation planthatcouldbe more stringent thanwhatthe stateplanmightprovide. Depending on the provisions ofthe Kentucky
implementation plan, LG&E and KUmayneed to modifytheir currentportfolioof generatingassetsduring the next decadeand/orparticipatein an
allowance trading program.

LG&Eand KUare participating in the ongoing regulatory processesat the state and federal level in an effort to provide input into the state or federal
implementation plan that willgovernreductionsin Kentucky. Various stales, industrygroups,and individual companiesincluding LKEhave filedpetitions
forreconsideration withEPA andpetitions forreview with the D.C. Circuit Courtchallenging theClean Power Plan. PPL; LKE, LG&E and KU cannot predict
the outcome ofthls matter or the potential impact, if any, on plant operations, or future capital or operating needs. PPL,LKE,LG&Eand KUbelieve that the
costs, which could be significant, would be subject to cost recovery.

In April 2014, the Kentucky General Assembly passed legislationwhichlimitsthe measures that the KentuckyEnergyand Environment Cabinet may
considerin settingperformance standards to complywiththe EPA's regulationsgoverningGHG emissions from existingsources.The legislationprovides
that such state.GHG performance standards shall be basedon emission reductions,efficiencymeasures, and other improvements availableat each power
plant, rathgrdian renewable
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energy, end-use energy efficiency, fuel switching and rc-dispatch. These statutory restrictions may make it more difficult for Kentucky to achieve theGHG
reduction levels that the EPA has established for Kentucky.

Water/Waste

Coal Combustion Residuals (CCRs)

On April 17.2015. the EPA published its final rule regulating CCRs. CCRs include fly ash. bottom ash and sulfur dioxide scrubber wastes. The rule became
effectiveon October 19.2015. It imposes 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 on active
power plant sand not closed. Under the rule, the EPA will regulate CCRs as non-hazardous under Subtitle Dof RCRAand allow beneficial use ofCCRs. with
some restrictions.The rule's requirements forcovered CCR impoundments and landfills include implementation of groundwatermonitoring and
commencement or completion of closure activities generally between three and ten years from certain triggering events. This self-implementing rule requires
posting ofcompliance documentation on a publicly accessible website and is enforceable solely through citizen suits. LG&E and KU are also subject to state
rules applicable to CCR management which may potentially be modified to reflect some or ail requirements ofthe federal rule.

LG&E and KU are currently pursuing KPSC approval fora compliance plan providing forconstruction of additional landfill capacity at the Brown Station,
closure of impoundments at the Mill Creek.Trimble County. Brown,and Ghent stations, and construction ofprtvcesswatermanagement facilities at those
plants. Inaddition to the foregoing measuresrequired forcompliancc with federal CCR rule requirements.LG&E and KUare also proposing to close
impoundments at the retired Green River. Pineville. and Tyroneplants to comply withapplicablestate lawrequirements. PPL. LKE. LG&H. and KU currently
estimate the cost of these CCR compliance measures at S.111 million for LG&E and S6ftl million for KU. See Note 6 for additional infotmation.

In connection with the final CCR rule, LG&E and KU recorded increases to existing AROs during 2015. See Note 19 for additional information. Further
increases to AROsor changes to current capital plans or to operating costs may be requiredas estimates are refined based on closure developments,
groundwater monilonng results, and regulatory or legal proceedings. Costs relating to this lule are subject to rate recovery.

Clean Water Act

Regulationsunderthe federal Clean Water .Act dictate permitting and mitigationrequirements formanyofLG&E'sand KU's construction projects.Manyof
those requirements relateto powerplant operations, including requirements related to the treatment of pollutants in efTluents priorto discharge, the
temperatureofeflluent discharges and the location, design and con.siruction of cooling water intake structuresat generating facilities, standards Intended to
protect aquatic organismsby reducing capture in the screens attached to cooling water intake structures (impingement)at generating facilities and the water
volume bmughi into the facilities (cntrainment).The requirementscould impose significant costs which are subject to rale recovery.

Effluent Limitations Guidelines (ELGs)

OnSeptember 30. 20!5. the EPA released its final effluentlimitationsguidelines forwasiewaler dischargepermits fornewand existing steam electric
generating facilities, Tlte ruleprovidesstrict technology-based discharge limitations forconlix>l o("pollutants in scrubberwastewater. fly ash and bottomash
transport water, mereuiy control wastewater. gasification wastewater. and combustion residual leachatc. The new guidelines require deployment ofadditional
controltechnologiesprovidingphysical,chemical, and biological treatment of wasiewaters. Theguidelinesalso mandateoperational changes including "no
discharge" requirements forflyash and bottomash transport waters and mercury control wasiewaters. The implementation date forindividualgenerating
stationswill be delcimined by the stateson a case-by-case basisaccordingto criteria provided by the EPA. but the requirements ofthe rule mustbe fully
implemented no later than 2023. It has not been decided how Kentucky intends to integrate the ELGsinto its rt>ulinc pennil renewal process. LG&E and KU
continue to assess the requirements of this complexmlc to detennineavailablecompliance strategics. PPL. LKE. LG&E and KU are unableto fully estimate
compliance costs or timing at this lime although certain preliminary estimates are included in current capital forecasts, for applicable periods. Costs to
comply with ELGsor other discharge limits, which are expected to be significant, are subject to rate recovery.
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(PPL, LKE and LG&E)

Clean Water Act Section 316(b)

The EPA's final 316(b) rule forexisting facilities became effective in October 2014, and regulates cooling water intake structures and their impact on aquatic
organisms.Statesare allowed broad discretion 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'simpact on aquatic organismspulled through a plant's cooling watersystem (entrainment).Plants equipped with closed-cycle cooling, an
acceptable option, would likely not incur substantial costs. Once-throughsystems would likely require additional technology to comply with the rule. Mill
CreekUnit 1 is the only unit expected to be impacted. PPL,LKE,and LG&Eare evaluating compliance strategies but do not presently expect the compliance
costs, which are subject to rate recovery, to be significant.

(All Registrants)

Waters of the United States (WOTUS)

The U.S. Courtof Appeals forthe SixthCircuithas issueda stay of EPA's rule on the definitionof WOTUS pending the court'sreviewof the rule.Theeffectof
the stay Is that the WOTUS mle is not currently in effect anywhere in the United States. The ultimate outcome ofthe court's review ofthe rule remains
uncertain. The Registrants do not expect the mle to have a significant impact on their operations.

Other Issues

The EPAis reassessingits polychlorinated biphenyls (PCS) regulations under the Toxic Substance Control Act, which currently allow certain PCB articles to
remain in use. In April 2010, the EPAissued an Advanced Notice of Proposed Rulemaking forchanges to these regulations. This mlemaking could lead to a
phase-out of all or some PCB-containing equipment. The EPAhas postponed the release ofthe revised regulations to March 2016. 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.

Superfund and Other Remediation (AllRegistrants)

PPLElectric is potentially responsible for costs at several sites listed by the EPAunder the federal Superfund program,including the Columbia GasPlant site,
the Metal Bank site and the Brodhead site. Clean-up actions have been or are being undertaken at all of these sites, the costs ofwhich have not been
significant to PPL Electric. Should the EPArequire different or additional measures in the future, however, or should PPL Electric's share ofcosts at multi
party sites increase substantially more than currently expected, the costs could be significant.

PPL Electric, LG&E and KU are investigating, responding to agency inquiries, remediating, orhave completed the remediation of, several sites that were not
addressedunder a regulatory programsuch as Superfund,but for which PPL Electric, LG&Eand KU may be liable for remediation. These include a number of
formercoal gas manufacturingplants in Pennsylvania and Kentucky previously owned or operated or currently owned by predecessorsor affiliates of PPL
Electric, LG&E and KU.To date, the costs of these sites have not been significant.

There are additional sites, formerly owned or operated by PPL Electric, LG&Eand KUpredecessorsor affiliates. LG&Eand KUlack information on the
conditions of such additional sites and are therefore unable to estimate any potential liability they may have or a range of reasonably possible losses, if any,
related to these matters.At Decembers 1,2015, PPLElectric has accrued $10 million representing its best estimate ofthe probable loss incurred to remediate
additional sites previously owned or operated by PPLElectric predecessorsor affiliates. Depending on the outcome of investigations at sites where
investigations have not begun or been completed or developments at sites for which information is incomplete, the costs of remediation and other liabilities
could be significant and may be as much as $29 million.

The EPAis 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 PPLsubsidiaries
to take more extensive assessment and remedial actions at former coal gas manufecturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a
range ofreasonably possible losses, ifany, related to these matters.
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From time lo time. PPL's subsidiaries undertake remedial action in response to notices ofviolations, spills or other releases at various on-siie and off-site
locations, negotiate with the CPA and slate and local agencies regarding actions necessary for compliance with applicable requirements, negotiate with
properly owners and other third parties alleging impacts from PPL's operations and undertake similar actions necessary to resolve environmental matters that
arise in the counse of normal operations. Based on analyses lo date, resolution ofthcse environmental matters is not expected to have a significant advcise
impact on the operations of PPL Electric. LG&E and KU.

Future cleanup or remediation work at sites currently under review, or at sites not currently identified, may result in significant additional costs for PPL. PPL
Electric. LKE. LG&E and KU. Insurance policies maintained by LKE. LG&E and KU may be applicable to certain of the costs or other obligations related to
these matters but the amount ofinsuranee coverage or reimbursement cannot be estimated orassurcd.

Environmental Matters • WPD (PPL)

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

Other

Guarantees and Other Assurances

lAll Rcgis(ranisi

in the normal course ofbusiness. the Registrants enter into agreements that provide financial performance assurance lo third parties on behalforcertain
subsidiaries. Such agreements include, forexamplc. guarantees, .stand-by letters of credit issued by financial institutions and surety bonds issued by insurance
companies. These agreements are entered into primarily to support or enhance the credit worthiness 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 Registrants)

The table below details guarantees provided asof December .11.2015. "Exposure" represents the estimated ma.ximum potential amount of future payments
that could be required to be made under the guarantee. The probability ofexpected payment/pertbrmance under each ofthese guarantees is remote except for
"\\TD guarantee ofpension and other obligations of unconsolidaied entities" and "Indemnification of lease tennination and other divestitures." The total
recorded liability at December 1.201 5 was S25 million for PPL and $ 1S million for LKE. The lota! recorded liability at December 1. 2014 was $26 million
for PPL and $19 million for LKE. For reporting purposes, on a consolidated basis, at! guarantees of PPL Eleelne. LKE. L(i&E and KU also apply lo PPL. and
all guarantees of LG&E and KU also apply to LKE.

PPL

indemnifications related to the WPD Midlands acquisition
WPD mdeninincalions for entities in liquidation and sales of assets

WPD guarantee of pension and other obligailuns of unconsolidated entities

PPL Electric

Guarantee of inventory value

LKE

Indemniricaiion of lease tennination and other divestitures

LG&E and KU guarantee of shortfall related to OVEC
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la) Indemnirications related to certain liabilities, including a specific unresolved lax t&sue 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 tnaxiniutn 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 liabilitiesor expenses or liabilitiesarising during the liquidation process. The indemnifications are limited to
distributions made from the subsidiary to its parent either prior or subsequent to liquidation or are not explicitly stated m the agreements. The indemnifications generally expire
two to seven years subsequent to the date of dissolution of the entities, The exposure noted only includes those cases where the agreements pros ide for specific limits.

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

(cl Relates to certain obligations of discontinued or modified electric as.sociaiions that were guaranteed at the time of privatization by the participating members. CosLs arc allocated to
the members and can be reallocated if an existing member becomes insolvent. At December 31. 2(115. WPD has recorded an estimated discounted liability for which the expected
payment performancc is probable. Neither the expiration dale 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) A third parly logistics firm provides inventory procurement and fulfillment services, The logistics firm has title to the inventory, however, upon termination of the contracts. PPL
Hleciric has guaranteed to purchase any remaining inventory that has not been used or sold.

(e) LKH provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligaiions. The most comprehensive
of these guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under a 2009 Transaction
Termination Agreement. This guarantee has a term of 12 years ending July 202 I. and a ma.vimuni exposure of S200 million, exclusive of certain items such as government fines
and penalties that fall outside the cap. Another WKE-relaied LKE guarantee covers other indemnifications related to the purchase price of excess power, has a term expiring in
202.''. and a maximum exposure of $100 million. In May 2012. LKE's indemnitec received an unfavorable arbitration panel's decision interpreting this matter. In Ocioher 2014.
l.KF.'s indemniiee filed a motion for discretionary review with the Kentucky .Supreme Court seeking to overturn the arbitration decision, and such motion was denied by the court
in September 2015. In September 2015. the counierpariv ivsucd a demand letter to LKE's imlemnitce. In February 2016, the counterparty filed a complaint in Henderson.
Kentucky Circuit Court, seeking an award of damages in the matter. LKE dues not believe appropriate contraciual. legal or commercial grounds exist for the claims made and has
disputed the demands. l.KE believes us indemnification obligations in the WKE matter remain subject to various uncertainties, including additional legal and contractual
developments, as well as future prices, availability and demand for the subject excess power. The parties are conducting preliminary settlement discussions, however, the ultimate
outcomes of the WKE lerminaiion-rclated indemnifications cannot be predicted at this time. Additionally. LKE has indemnified various third parties related to historical
obligations for other divested subsidiaries and affiliates. The indemnificalions 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 indemnificiitions in the e\ eni of covered los-ses or liabilities being claimed by an indemnified party. EKE cannot
predict the ultimate outcomes of the indemnification circumstances, but does not currently expect such outcomes to re.suli in significant losses abov c the amounts recorded.

I f) Pursuant to the OVEC power purchase contract. LG&E and KU are obligated to pay for their share of OVECs excess debt serv ice. post-retirement and decommis.sioiiing costs, as
well as any idiorcfall from amounl.s currciuiy included within a demand charge designed and currently expected to cover these costs over the term of the contract, LKE's
proportionate share of OVECs outstanding debt was $124 million at December .31, 2015. consisting ol'LG&E's share of $86 million and KU's share of $38 million. The
maximum exposure and the expiration date of these potential obligations arc not presently delcrminable. See "Energy Purchase Commitments" above for additional information
on the OVEC power purchase contract.

The Registi:ants provide other miscellaneous guaraniecs thmugh contracts entered into in the normal course ofbusincss. These guarantees are primarily in the
form of indemnification or warranties related to sen'ices or equipment and vary in duration. The amounts of these guaraniecs often are not explicitly stated,
and the overall maximum amount olThe obligation under .such guarantees cannot be reasonably estimated. Historically, no significant payments have been
made with respect to these types ofguarantees and the probability of payment/perfonnance under these guarantees is remote.

PPL. on behalfof itselfand certain of its subsidiaries. maintain.s insurance that covers liability assumed under contract for bodily injury and properly damage.
The coverage provides maximum aggregate coverage of S225 million. This insurance may be applicable to obligations under certain of these contraciual
arrangements.

14. Related Party Transactions

PLR Contracts/Purchase of Accounts Receivable iPPL Electric/

PPL Electric holds competitive solicitations for PLR generation supply. PPL EncrgyPius was awarded a portion oflhc PLR generation supply thmugh these
compeiiiiv e solicitations. The purchases from PPL EncrgyPius are included in PPL Electric's Statements oflncomc as "Energy purchases from affiliate"
through May 3 1. 2015. the period through which PPL Electric and PPL EncrgyPius were affiliated entities. As a result of the June 1. 2015 spinofTofPPL
Energy Supply and creation ofTalen Energy, PPL EncrgyPius (renamed Taleo Energy Marketing) is no longer an alTiliaie of PPL Electric. PPL Electric's
purchases from Talen Energy Mariveting subsequent to May 31. 2015 are included as purchases from an unaffiliaied third parly.
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Under the standard Default Ser\ ice Supply Master Agreement for (he solicitation process. I'PL Electric requires all suppliers to post collateral once credit
exposures exceed defined credit limits. Wholesale suppliers are required to post collateral with PPL Electric when: (a) the market price ofelectriciiy to be
delivered by the wholesale suppliers exceeds the contract price for the forecasted quantity ofelcctricity to be delivered; and (b) this market price exposure
exceeds a contractual credit limit. In no instance is PPL Electric required to post collateral to suppliers underthesc supply contracts.

PPL Electric's customers may choose an alternative supplier for their generation supply. See Note 1 for additional information regarding PPL Eleciric's
purchases of accounts receivable from alternative suppliers, including Talen Energy Marketing. See Note 8 for additional information regarding the spinoff
ofPPL Energy Supply.

Wholesale Sales and Purchases (LG&Eand KUi

LG&F. and KUjointly dispatch their generation units with the lowc.st cost generation used to serve their retail customers. When LG&E has excess generation
capacity after serving iisovMi retail customers and its generation cost is iowerlhan that ofKU. KL) purchases electricity from LG&E. When KU has excess
generation capacity after scrving its own retail customers and its generation cost is lower than that of LG&E. LG&E purchases eleciriciiy from KU.These
transactions are reflected in the Statements oflncome as "Elecinc revenue from affiliate" and "Energy purchases from atHliatc" and are recoided at a price
equal to the seller's fuel cost plus any split savings. Savings realized from such intercompany transactions are shared equally between both companies. The
volume of energy each company has to sell to the other is dependent on its retail customers' needs and its available generation.

Support Costs (PPL ElearU . LKE. LG&E and KU)

PPL Services and LKS provide PPL and LKE subsidiaries with administrative, management and support services. In 201 5. PPL EU Services was fonned to
provide the majority of financial, supply chain, human resources and facilities management services primarily to PPL Electric. PPL Services will continue to
provide certain corporate ftmclions. For all service companies, the costs of these services arc charged to the recipients as direct support costs. General costs
that cannot be directly attributed to a specific entity are allocated and charged to the recipients as indirect support costs. PPL Services and PPL EU Services
use a three-factor methodology that includes the applicable recipients' invested capital, operation and maintenance expenses and number of employees to
allocate indirect costs. LKSbases its indirect allocations on the subsidiaries' number ofemployees, total assets, revenues, number ofcustomers and/or other
statistical infonnaiion. PPL Scrvices. PPL EU Sen ices and LKScharged the following amounts for the years ended December } I. including amounts applied
to accounts that are further distributed between capital and expense on the books ofthe recipients, based on methods that are believed to be reasonable.

2015 2014 2013

PPL Klcciric from PPL Services S 125 $ 151 S 146

LKF from PPL Services 16 15 15

PPL Elcciric from PPL EU Services 60

LO&E from LKS 155 140 136

KU from LKS 185 165 160

In addition to the charges forscnices noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other costs for products or
sen ices provided by third parties. LG&E and KU alst>prov ide sen ices 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 are reimbursed through LKS.

Intercompany Borrowings (LKE)

LKE maintains a S225 million revolving line ofcredit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a short-term basis at market-
based rales. The interest rales on borrowings are equal to one-month LIBOR plus a spread. At December 31.2015 and 2014. S54 million and S4I million,
respectively, was outstanding and reftecled in "Notes payable with affiliates" on the Balance Sheet. The interest rate on the outstanding borrowing at
December 31.20! 5 was l-'74''oand 1.65"'aat December 31. 2014. Interest expense on the revolving line ofcredit was not significant for 2015.2014 or 2013.

LKE maintains an agreement with a PPL affiliate that has a S300 million borrowing limit whereby LKE can loan funds on a short-term basis at market-based
rates. No balance was outstanding at December 31.2015 and 2014. The interest rate on the
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loan based on the PPLaffiliate'scredit rating is currently equal to one-month LIBOR plus a spread. Interest income on this note was not significant for2015.
20l4or2013.

LKE entered into a S400 million ten-year-nole with PPL Capital Funding in November 2015. The proceeds were used to pay off an LK.E senior unsecured
noteofthe sameamount maturing in November2015. The interest rate on the note is equal to 3.5% with interest payments due in May and November.At
December31. 2015. the note wasreflected in "Long-termdebt to affiliate" on the Balance Sheet. Interestexpense on this note wasnot significant ror2015.

Intercompany Derivatives (LXE. LC&Eand KV)

Periodically, LG&E and KU enter into forward-starting interestrate swapswith PPL. Thesehedging instruments have termsidentical to forward-starting swaps
entered into by PPL with third parties.See Note 17 foradditional infonnation on intercompany derivatives.

Other (PPL Electric. LKE. LG&E and KU}

See Note 1 for discussions regarding the intercompany tax sharing agreement (for PPLElectric, LKE,LG&E and KLf)and intercompany allocations of stock-
based compensation expense (for PPL Electric and LKE). For PPL Electric. LG&E and KU,see Note 11 for di,scussions 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 3 1 was;
PPL

2015 2014 2013

Other Income

Interest income S 4 S 1

AFLiDC - equity component
Miscellaneous

14

6

II S

7

10

4

Total Other income 24 19 14

Other Expense
Economic foreign currency exchange contracts (Note 17)
Charitable contributions

(122)

21

(121)
27

38

21

Miscellaneous 17 8 10

Total Other Expense (84) (86) 69

Other Income (Expense) - net S 108 S 105 $ (55)

16. Fair Value Measurements

(All Regi.'nranls)

Fair value is the price that would be received to sell an asset or paid to transfera liability in an orderly transaction between market participants at the
measurement date (an exit price). A market approach (generally, data from market transactions), an income approach (generally, present value techniques and
option-pricing models),and'or a cost approach (generally, replacement cost) are used to mea.sure the fairvalue 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. Tltese 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-reporting-pcriod values. During 2015 and 2014. there were no transfers between Level 1 and Level 2. See Note 1 for infomtaiion on the levels in the
fair value hierarchy.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:
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PPL

Assets

Cash and cash equivalenCs
Short-term investments

Restrictedcash and cash equivalents(a)
Price risk management assets lb):

Foreign currency contracts
Cross-currency swaps

Total price risk management assets
Auction rate securities (c)

Total assets

December 31 .2015 December3l. 2014

Total I.«vel 1 l.evel 2 t.evei 3 Total [.evcl 1 Level 2 Level 3

S 836 S 836 S 1,399 $ 1.399

120 120

33 33 31 31

209

86

S 209

86

130
29

S 130

28 !I 1

295 295 159 158 1
2 s : 2

S 1.166 S 869 S 295 S 2 S 1.711 $ 1.550 S 158 5i 3

Liabilities

Price risk management liabilities (b):
Interest rate swaps
Foreign currency comracLs
Cross-currency swaps

s 71

1

S 71

1

S 156
2

3

S 156

2

3

Total price risk management liabilities s 72 s 72 S 161 S 161

PPL Electric

Assets

Cash and cash equivalents
Restricted cash and ca.shequivalents (a)

$ 47
2

$ 47
2

s 214

3

S 214

3

Total assets $ 49 $ 49 s 217 S 217

LKE

As.scts

Cash and cash equivalents
Cash collateral posted to counterparties (d)

s 30

9

S 30

9

s 21

21

$ 21

21

Total assets s 39 s 39 s 42 s 42

Liabilities

Price risk management liabilities:
Interest rale swaps s 47 s 47 s 114 s 114

Total price risk management liabilities s 47 s 47 s 1 14 s 1 14

Lg4iE
A-sscts

Cash and cash equivalents
Cash colluieral posted to counterparties |d)

s 19

9

s 19

9

s 10

21

s 10

21

Total assets $ 28 s 28 s 31 s 31

Liabilities

Price risk management liabilities:
Interest rate swaps s 47 s 47 s 81 s 81

Total price risk management liabilities s 47 $ 47 s 81 s 81

KL

-Assets

Ca^ and cash equivalents s 11 $ II s 11 s II

Total assets $ 11 $ 11 s II s N

Liabilities

Price risk management liabilities:
Interest rate swaps

Total price risk management liabilities
33

33

33

33

(a) Current portion is included in "Other current assets"and long-tenn portion is included in "Other noncurreni assets"on the Balance Sheets.
(b) Included in "Price risk management assets". "Other current liabilities". "Other noncurreni assets" and "Other deferred credits and noncurrent liabilities" on the Balance Sheets.
(c) Included in "Other current assets" on the Balance Sheets.

Id) Included in "Other ncuicurreni as-scis" on the Balance Sheets. Represents cash collateral posted to offsettheexposure with counterparties related to certain interest raleswaps under
master netting arrangements that arc nut offset.
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Price Risk Management Assets/Liabilities • Interest Rate Swaps/Foreian Currency Contracts/Cross-Cufrencv Swaps (PPL. LKE. LC&Eand KU)

To manage inlercsl raterisk.PPL. LKH. LG&E and KU use interest ratecontractssuch as forward-starting swaps, floaling-to-fixcd swapsand fixed-to-floating
swaps.To manage foreign currencyexchange risk. PPLuses foreigncurrency contracts such as forwards, options, and cross-currency swaps that contain
characteristics of both interest rateand foreign currency contracts- An incomeapproach is used to measure the fairvalueof thesecontracts, utilizing readily
observable inputs,suchas forward intere.st rates{e.g.. LIBOR and government security rates)and forward foreign currency exchangerates(e.g..GBP), as well
as inputs that may not be obsei%able. such as credit valuationadjustments. Incertaincases,market infomtation cannot practicably beobtained to valuecredit
riskand therefore internal models arc relied upon. These models use projected probabilities ofdcfault and estimated recovery rales based on historical
observances. When the credit valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3.

Nonrecurring Fair Value Measurements

SeeNote8 forinformation regarding the estimated fairvalueof the Supplysegment's net assetsas ofthe June I, 2015 spinolTdate.

Financial Insb'uments Not Recorded at Fair Value (AllRegistrants)

The carry ing amountsot long-term debt on the BalanceSheetsand their estimated fairvaluesare set forth below,excluding long-term debt ofdiscontinued
operations at December31. 2014. The fairvalues wereestimated using an income approach by discounting ftilure cash flows at estimated current cost of
fiinding rates, which incorporate the credit risk ofthe Registrants. Long-term debt is c]a.sslfied as Level2. TTie elTeci of third-party creditenhancements is not
included in the fair v alue measuremenl.

PM.

PPL Electric

LK£

LG&E

KU

Carrying
Amount

December 31. 2UI5

19.048

2.828

S.088

1.642

2.326

Fair Value

21,218
3.088

5.384

1.704

2,467

Carrv ing
Amount

December 31. 2014

18,054

2.581

4,543

1.345

2,079

Fair Value

20,466
2.990

4.946
1.455

2,313

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

17. Derivative Instruments and Hedging Activities

Risk Management Objectives

(AU Regisirunts)

PPL has a risk management policy approved by the Board ofDireciors 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 defaull risk).The Risk
Management Committee, comprised of senior management and chaired by the Chief Risk Officer,oversees the risk management function. Key risk control
activities designed to ensure compliance with the risk policy and detailed programs include, but are not limited to. credit review and approval, validation of
transactions, verification ofrisk and transaction limits, value-at-riskanalyses (\'aR. a statistical model that attempts to estimate the value of potential loss
over a given holding period undernomial market conditions at a given confidence level) and the coordination and reporting ofthe Enterprise Risk
Management program.

Market Risk

Maritel 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 mailvel liquidity and volumetric risks. Forward contracts, futurescontracts, options, swaps and siraciured 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, interest rates and foreign
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currency exchangerates. Many of the contracts meetthe definitionof a derivative. All derivativesarc recognized on (he BalanceSheetsat their fairvalue,
unless NPNS is elected.

The following summarizes the market risks that aflect PPL and its subsidiaries.

Inieresi rale risk

• PPL and itssubsidiaries areexposed to interest rate risk associated with forecasted fixed-rale andexisting lloating-rate debt issuances. PPL and WPDhold
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 lluctuations on fioaling-rale debt.PPL.
LG&K and KU utilize forward starting interest raleswaps to hedge changes in benchmark interest rates, when appropriate, in connection with future debt
issuances.

• PPL and itssubsidiaries areexposed to interest rate risk associated with debt securities andderivatives held bydefined benefit plans. Thisrisk is
significantly mitigated to theextent that theplansaresponsored at.or sponsored on behalfof. theregulated domestic utilitiesand forcertain plansat
WPDdue to the recovery mechanisms in place.

Foreign curreniy risk

• PPL is exposed to foreign currency exchangeriskprimarily associated with its investments in and earningsof U.K. affUiates.

Commodity price risk

• PPL is exposedto commodity price risk through its domestic subsidiariesas describedbelow, WPD is exposed to volumetric risk which is significantly-
mitigated as a result of the method of regulation in the U.K.

• 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 mitigatesits exposure to volumetric ri.sk by entering into full-requirement supply agreements to serveits PLR
customers.These supply agreements iransferthe volumetric risk associated with the PLRobligation to the energy suppliers.

• LG&E's and KU's ratesinclude certainmechanisms forfuel and fuel-related expenses. Inaddition. LG&E's rates includecertain mechanisms fornaturalgas
supply.Thesemechanisms generally provide forlimely recovery of market priceand volumetric fiuctuation.s associated with theseexpenses.

Equity securities price risk

• PPL and its subsidiaries areexposedto equity securitiesprice riskassociated withdefinedbenefitplans.This risk is significantlymitigated at the
regulated domestic utilities and forcertain plans at WPDdue to the recovery mechanisms in place.

• PPL is exposed to equity securities price risk fixim future stock sales and or purchases.

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 ihsm "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.

In the event a supplier tifLKE (through its subsidiaries LG&E and KU) or PPLElectric defaults on its obligation, those entities would be required to seek
replacement poweror replacement fuel in the market. In general, subject to regulatory reviewor other processes,appropriate incrcmenialcosts incurred by
these entities would be recoverable from customers through applicable rate mechanisms, thus mitigating the financial risk for these entities.
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PPL and itssubsidiaries havecredil policies in place to manage credit risk, including theuse ofan established credit approval process, daily monitoring of
counterparty positions andthe useof master netting agreements orprovisions. These agreements generally include credit mitigation provisions, suchas
margin,prepaymentor collateral requirements.PPL and its subsidianes may request additional credit assurance, in certain circumstances, in the event that the
counterparties'credit ratings fall below investment grade, iheirlangiblcnet worth falls below specified percentages or theirexposures exceed an established
credit limit,

Master Netting Arrangements

Net derivative positions on thebalance sheets arenotofTsel against the right to reclaim cash collateral (areceivable) or theobligation to return cash collateral
(a payable) under master netting arrangements.

PPL. LKE, LG&E and KU had no obligation to return cash collateralundermasternetting arrangements at Decembers1,2015 and 2014.

PPL. LKE and LG&E postedS9 millionand S21 million of cash collateral undermasternetting arrangements at December 31. 2015and 2014.

KUdid not post any cash collateral under master netting arrangements at December 3 1.2015 and 2014.

See"Oflseiting Derivative Instruments" below for a summary of derivative positions presented in the balance sheets whereanght of sctoffexists underthese
arrangements.

Interest Rate Risk

(All Rcfiisirants)

PPL and its subsidiaries issue debt to llnance their operations, which exposes them to interest rate risk. Various financial derivative instruments are utilized to
adjust the mix of fixedand lloating interest rates in their debt portfolio, adjust the duration of the debt portfolio and lock in benchmark interest rales in
anticipation of future financing, when appropriate. Risk limits under PPL's risk management paigram aredesigned to balance risk exposure to volatility in
interest expense and changes in the fairvalue of the debt portfolio due to changes in benchmark interest rates.

(FPU

Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for futureanticipated financings. Financial
interest rateswap contracts that qualify as cash flowhedgesmaybeentered into to hedge floating interestrate riskassociated withboth existing and
anticipated debt issuances. AtDecember 31.2015.PPL held an aggregate notional valuein interest rate swap contracts of S3()0 million that range in maturity
through 2026.

At December 31.2015. PPL held an aggregate notional value in cross-currency interest rateswapcontractsof S1.3 billion that rangein maturityfrom 2016
through 2028 to hedge the interest payments and principal ofWPD's L'.S.dollar-denominated seniornotes.

For 2015.2014 and 20! 3. hedge inclTeclivcnessassociated with interest rate derivatives was insignificant.

Cash flowhedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the originally specified time
penod and any amountspreviously recorded in AOCi are reclassified into earningsonce it isdctcmiincd that the hedgedtransaction is not probableof
occurring.

Asa result of the June 1.2015 spinoffof PPLEneigy Supply, all PPLcash flow hedges associated with PPLEnergy Supply were ineffective and discontinued
and therefore,reclassified into earnings during the second quarter or2015 and reflected in discontinued operations for2015. Sec Note 8 foradditional
information.

ForPPL's remaining cash flow hedges.PPL had no cash flow hedgesreclassified into earningsassociated withdiscontinuedcash flow hedges in 2015 and
2013 and an insignificant amount reclassified into earnings associated with discontinued cash flow hedges in 2014.

20<.

• • 1 Vll'<l i J f • ; I I . ' . • I'.'.'K'IH' r r ••,11 .mil. Ill
Theintomuion cti/twneff hwwn nMy-nottre eopnel. edapted at datnbuieo and i\noi wanamed ro Or Pccurate tomofeleoi Thttdsw aatsmei allliala lo' any damages or ansnig from any use ot Ihikiiilormalian.
extapi le rfiPUToil m/cA demagia i>rKits^ eannoi be llnillvd or excluded by appbuible l3» Pas.1Unantialparformancvis no guaranleeof lulimroMns



Table ufConlenlii

At December 31.2015. theaccumulated netunrecognized after-tax gains (losses) onqualifying derivatives thatare expected to bereclassified into eamings
during the next 12 months wereinsignificant. Amountsare reclassifiedas the hedged interest expense is recorded.

(IKF.LGAEandKU)

Periodically. LG&E and KU enter into forvkard-stariing interestrate swapswith PPL that have tenns identical to forward-starling swapsenteredinto by PPL
with thirdparlies. It is probablethat realized gainsand losseson all oflhese swapswill be recoverable 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 oflncome over the life of
the underlying debt at the time the underlying hedged interest expense is recorded. InSeptember2015,first mortgage bonds totaling SI.05 billion were
issued (LG&E issuedS550millionand KU issued S5()() million)and all outstanding forward-starting interest rateswaps were terminated. Net cash.settlements
ofS88 millionwerepaid on the swaps that were terminated (LG&E and KU each paid S44 million). The settlements are included in "Regulatory assets"
(noncurrent)on the Balance Sheets and "Cash Flows from Operating .Activities"on the Statements ofCash Flows.

Economlc Activity (PPL LKE and LG&E)

LG&E entersinto interest rate swap contractsthat economically hedge interestpayments on variableraledebt. Because realized gains and lossesfrom the
swaps, including a terminated swapcontract, arc recoverable through regulated rales,any subsequent changes in fair\ aIueof these derivatives are included
in regulatory assets or liabilities until they are realized as interest expense.Realizedgains and lossesarerecognized in "Interest Expense" on the Statements
oflncome at the time the underlying hedged interest expense is recorded. At [)eccmber31.2015. LG&Eheld contracts with a notional amount of$l 79
million that range in maturity through 2033.

Foreign Currency Risk

(PPL)

PPL isexposed to foreign currency risk, primarily through investments in and eamingsofU.K.afTillaies. PPL has adopted a foreign currency risk management
programdesigned to hedge certain foreign currency exposures, including firm commitments, recognized assetsor liabilities, anticipated transactions and net
invesimcnls. In addition. PPL enters into financial instruments to protect against foreign currency translation risk ofcxpccied GBP eamings.

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 December} 1.2015 had a notional amount of£50 million (approximately S84 million based on contracted rates). The settlement dales oflhese contracts
range fn>mMay 2016 through June 2016.

At December 3 1. 2015 and 2014. PPL had SI9 million and S14 million ofaccumulated net investment hedge after lax gains (losses) that were included in the
foreign currency translation adju.stmcnt component ofACXTl.

Economic Activity

PPL enters into foreign currency contracts on behalfof a subsidiary to economically hedge GBP-dcnominated anticipated eamings. At December 3 1. 2015.
the total exposure hedged by PPL was approximately £1.8 billion (approximately 52.9 billion based on contracted rales).These contracts had tennination
dates ranging fromJanuary 2016 through December 2017.

Accounting and Reporting

(All Registranls)

.Mlderivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNSis elected. NPNSconiracls for PPLand PPL
Electric include certain rull-requiremeni purchase contracts and other physical purchase contracts. Changes in the fair value ofderivatives not designated as
NPNSarc recognized currently in earnings unless specific hedge accounting criteria are met and de.signaied as such, except for the changes in fair values of
LG&E'sand KU's
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interest rate swaps that are recognized as regulatOf>' assets orregulatory liabilities. See Note 6 for amounts recorded in regulatory assets and regulatory
liabilities at December 31.2015 and 2014.

See Note 1 foradditional informationon accounting policies related to derivative instruments.

(PPL)

Thefollowing table presents thefair value and location ofderivalivc instruments recorded on theBalance Sheets, excluding derivative instruments of
discontinued operations.

December 31, 2015 Deceml>er 31. 2014

Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated
hedging instruments as hedging instruments hedging Instruments as hedging instruments

Assets Liabilities Assets Liabilities .Assets Liabilities Assets Liabilities

Current;

F^ice Risk Management
AsitctsLlabiliiies (a):

Interest rate swaps (b)
Cross-currency swaps (b)

S
S 35

24 S 5 S 94

3

S 5

Foreign currency
contracts 10 S 94 I S 12 % bl

Total current 45 24 94 6 12 97 67 5
Noncurrent:

Price Risk Management
.Asset-s-l-iahihties (a):

Interest rale swaps (b) 42 14 43
Cross-currency swaps (b)
Foreign currency

51 29

contracts 105 5 46 2
Total noncurrent 51 105 42 34 14 46 45

Total derivatives $ 96 S 24 $ 199 S 48 S 46 S 1 1 1 S 113 $ 50

(a) Included in '"Price risk management as.scis"of Current Assets. "Other current liabilities". "Other noncurrent assets" and "Other deferred credits and noncurreni liabiiiiies" on the
Balance Sheets.

(b) Excludes accrued interest, if applicable.

The following tablespresent the pre-tax effectofderivative instruments recognized in income. OCl or regulatory assetsand regulatory liabilities.

Dcrtvafive

Derivative Gain

(Ixtss) Recognized in

OCl iP.freciive Portion)

Location of Gain (tioss)
Recognized in Income

on Derivative

Cain (l.4>ss) Reciassined

from .'\OCI into income

Gain (Loss) Recognized
in Income on Derivative

tlncffcctivc Portionand

Amount Excluded from

2015

Cash Flow Hedges:
Interest rate swaps S (34) Interest Expense S (ID

Disconiinued operations s (77)
Cross-currency swaps 60 Other Income (Expense) - net 49

Interest Expense 2

Cotnmodity contracts Discontinued operations 13 7

Total s 2i' S 53 S (70)
Net Investment Hedges:

Foreign currency coniracLs s <)

2014

Cash Flow Hedges:
Interest rate swaps s (91) Intcrcsl Expense s (18) S 2

Cross-currency swaps 58 Other Income (Expense) • net 57

Interest Expense 4

Commodity contracts Discontinued operations 42

Total s (.3.3) s 85 S 2

Net Investment Hedges;

Foreign currency contracts s 2,3
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2013

Cash Klow Hedges;
inieresl rale swaps
Cross-currency swaps

Commodity contracts
Total

Net Investment Hedges:

Foreign currency contracts

Derivative

Rclationshiiw

Derivatives Nut Designated as
Hedging Instruments

Foreign currency contracts
Interest rate swaps

Derivatives Designated as
Hedging Instruments

Interest rate swaps

Derivatives Nut Designated as
Hedging Instruments

interest rate swaps

Derivative Cain

(l^ss) Recugni/ed in

OCl (Effective Portion)

laicatlon of (iain (la)s$)

Recognized in Income
on Derivative

127 Interest Expense
(41) Other Income (Expense) • net

Interest Expense
Discontinued operations

86

(14)

Location of Gain (Loss) Recognized in
Income on Derivative

Other Income (Expense) • nei
Interest Expense
Total

Location of Gain (Loss) Recognized as
Regulatory UabHItlcs/Asscts

Regulatory assets - noncurrcnt
Regulatory liabilities - noncurrcnt

Location of Gain (Loss) Recognized as
Regulatory UahllUlcv'Assets

Regulatory assets - noncurrcnt

Gain (IvOSS) KcclBssiflcd

from AOCi into income

(Erfeclivc Portion)

21)15

2015

(20)

(2«)

1

210 ^
163 S

(8)
114 S

(22) S

2015

1 $

Gain (Loss) Recognized
in income on Derivative

(Ineffective Purlion and
Amount Kvcludcd from

Effectiv eness Testing)

2014

121 S

(8)

113 S

2014

(66)

2014

(12)

2013

(38)

(8)

(46)

2013

72

2013

22

(LKE)

The following table presentsthe fair value and the location on the Balance Sheets oi'derivalivc instrumentsdesignated as cash flow hedges-

December 31. 2015 December 31. 2014

Current:

Price Risk Management
Asseis'Liabiliiiestul:

Interest rate swaps

(a) Represents the location on the Balance Sheet.

The following table presents the pre-taxeffect of derivative instrumentsdesignated as cash flow hedges that are recognized in regulatory assets and
liabilities.

Derivative Instruments

.Assets IJabyities Assets IJabilllies

S 66

Lucation of Gain (Ixtss) 2015 2014 2013

Interest rate swaps Regubiory assets - noncurreni
Regulatory liabilities - noncurrcnt

(22) $ (66)

72

(LC&E)

The following table presents the fair value and the location on the Balance Sheets ofderivative instruments designated as cash flow hedges.

December 31, 2015 December 31. 2014

Current:

Price Risk Managemeni
AsselsLiabililies (a);

Interest rate swaps

(a) Represents the location on (he balance sheet.

Assets

209

Liabilities Assets iJabiiitles

33
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The following table presents thepre-tax elTect ofderivative insirumciits designated ascash flow hedges thatare recognized in regulatorv' assets and
liabilities.

Derlvatlvt instninients Lwcation of Gain (Loss) 2015 2014 2013

Interest ratesw^s Regulatory asset - noncurrenl S (11) S (33)
Regulatory liabilities • nuncurrent S 36

(KU}

Thefollowing tablepresents the fair value andthe location on the Balance Sheets ofderivative inslnimcnts designated ascash flow hedges.

December 31, 2015 December 31. 2014

Current:

Price Risk Managemeni
Assels'Liabilities (a):

Interest rate swaps

la) Represents the locution on the Balance Sheets.

The following table presents the pre-taxeffect ofderivalive instrumentsdesignated as cash flow hedges that are recognized in regulaioty assets and
liabilities.

Derivative Instruments Location of Gain (Loss) 2015 2014 2013

Assets liabilities Assets Uabililies

S 33

Interest rate swaps Regulatory assets - noncurrenl S (11) S (33)
Regulatory liabilities - noncurrenl $ 36

(IKE and LC&E)

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

December 31. 2015 December 31. 2014

.Assets Liabilities Assets UabiiUles

Current:

Price Risk Managemeni
As.sciv'Liubilities (a):

Interest rate swaps S 5 S 5

Total current 5 5

Noncurrenl:

Price Risk Management
A.sseiy'Liabitiiies (a):

Interest rate swaps 42 43

Total noncurrenl 42 43

Total derivatives s 47 s 48

(a) Represents the location on the Balance Sheets.

The following tables present the pre-tax effect ofderivaiives not designated as cash flow hedges that are recognized in income or regulatory as.scts.

Derivative insiniments Location of Gain (Loss) 2015 2014 2013

Interest rateswaps Interest Expense S (8) S (J) S (8)

Derivative instruments Location of Gain (Loss) 2015 2014 2013

Interest rale swaps Regulatory assets - noncurrenl S 1 S (12) S 22
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(PPL LKE. LG&E and KUi

Offsetting Derivative Instruments

PPL.LKE. LG&E and KU or certain of (heir subsidiaries have masiernetiing arrangements in place and also enter into agreements pursuant to which they
purchase or sell certain energy and other products. Under the agreements, upon termination of the agreement as a result ofa default or other termination
event, the non-defaulting pany typically would have a right to set off amounts owed under the agreementagainst any other obligations arising between the
two parties (whetherunder the agreementor not), whether matured or contingent and irrespective of the currency, place of payment or place of booking oft he
obligation.

PPL. LKE. LG&Eand KUhave elected not to offeei 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 returncash collateral received (a liability) under derivatives agreements.The table belowsummarizesthe
derivativepositionspresented in the balancesheetswhere a rightof seioffexists under thesearrangements and related cashcollateralreceived or pledged.

Assets Liabilities

Elieibie for Offset Liieiblc for Offset
Cash Cash

Derivative Collateral Derivative Collateral

Gross Instruments Received Net Gross Ipstruments Pledged Net

December 31. 2015

Treasury Derivatives

PPL $ 295 S 25 $ 270 S 72 $ 25 $ 9 $ 38

LKf-. 47 9 38
LU(^n 47 9 38

December 31. 2014

Treasury Defivathes

PPL S 159 S 65 i 94 $ 161 S 65 S 21 $ 75

LKI 114 20 94

LG&E 81 20 6)

EL 33 33

Credit Risk-Related Contingent Features

Cenain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterparties to require
the transfer ofadditional col lateral upon a decrease in the credit ratings ofPPL. LKE. LG&E and KU or certain of their subsidiaries. Most of these features
would require the transfer ofadditional collateral orpemiit the counterpany 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 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
inve.stmcnlgrade 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 collateralization on derivative instruments in net liability positions.

Additionally, certain derivative contracl-s contain credit risk-related contingent features that require adequate assurance of performance be provided if the
other party ha.s reasonable concerns regarding the perfomtancc ofPPL's, LKE's. LG&F.'sand KU'sobligations under the contracts. A counterparty demanding
adequate assurance could require a tran.sferofadditional collateral or other security, including letters ofcredit, cash and guarantees from a creditworthy
entity. This would typically involve negotiations among the parties. However, amounts disclosed below represent a.ssumcd immediate payment or immediate
and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance" features.

(PPL LKE and LG&E}

.At December 31.2015. derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions
and the related effect ofa decrease in credit ratings below investment grade are summarized as follows:

2) I
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PPL UCE LC&E

Aggrcgaic fair s alue of Jenv ative instniincnis in a net liability
position with credit ridt-related contingent features s 28 S 28 S 28

.Aggregate fair value of collateral posted on these derivative instruments 9 9 9

Aggregate fair value of additional collaterai requirements in the event of
a credit downgrade below investment grade (a) 19 19 19

la) Includes the effect of net receivables and payables already recorded on the Balance Sheet.

18. Goodwill and Other intangible Assets

Goodwill

IFFU

The changes in the carrying amount ofgoociwiM by segment were;

U.K. Regulated Kentucky Regulalctl Total

Balance at beginning of period (a)
Effect of foreign currency exchange rates

Balance at end of period (a)

2015 20i4 2015 2014 2015 2014

S 3.005 S 3.143 S f>62 S 662 S 3.667 S 3.805

(117) (13X) (117) (138)

S 2,888 S 3.005 S 662 S 662 S 3.550 S 3.667

iai There were no accumulated impairmcni losses related to goodwill.

Other Intangible Assets

(FFU

The gross carrying amounl and the accumulated amortization ofother intangible assets were:

Subject to amortization;
Contracts (a)
Land and iransmission rights
Emission allowanccs/HECs (b)
Licenses and other

Total subject to amortization

Not subject to amortization due to IndeflnJic life:
Land and transmission rights
Easements (c)

Total not subject to amortization due to indcnnile life

Total

(a) Gross carrying amounl includes the fair value at the ac(|uisition date of the OVEC power purchase contract and coal contracts with terms favorable to market recognized as a result
of the 2010 acquisition of LKE by PPL. Offsetting regulatory liabilitieswere recorded related to these contracts, which are being amortized over the same period as the intangible
assets, eliminating any income statement impact. This is referred to as "regulatory offset" in the tables below. Sec Note 6 for additional information.

(b) Emission allowances/RECs are expensed when consumed or sold; therefore, there is no accumulated amortizntion.
(c) Primarily from an increase in easements at WPD,

Current iniangibie assets arc included in "Othercurreni a.sseis" and long-term intangible assets are included in "Other intangibles" on the Balance Sheets.
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December .t 1, 2015 DecemberTI, 2014

Gross Cross

Carrxing Accumulated Carrx Ing Accumulated

Amount Amortization Amount Amortization

S 407 S 300 S 408 S 2S0

337 111 329 108

5 5

10 5 10 5

759 416 752 363

33 29

303 250

336 279
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Amortization Expense was as follows:

Intangible assetswith no regulatory ofTset
Intangible assets with regulatory offset

Total

2015 2014 2013

s 6 S 6 S 6

51 47 51

% 57 S 53 $ 57

Amortization expense foreach ofthe next five years, excluding insignificant amounts forconsumption ofemission allowanccs/RECs. is estimated to be:
2016 2017 2018 2019 2020

Intangible assets with no regulatory offset S 6 S
Intangible assets with regulatory offset 27

6 S 6 !

9 9

: 6

9

S 6

8

Total S 33 $ 15 S 15 5; 15 S 14

(PPL Electric)

The gross carrying amount and the accumulated amortization of other intangible assets were:

December 31. 2015 December 31, 2014

Gross

earning Accumulated
Amount Amortization

Gross

Carrying
Amount

Accumulated

Amortization
Subject to amortization:

Land and transmission rights ;
Licenses and other

S 316 S 108
4 1

S 308

4

S 105

1
Total subject to amortization 320 109 312 106

Not subject to amortization due to inderinite life:
Land and transmission rights 33 29

Total i 353 $ 109 S 34! $ 106

Intangible assets are shown as "Intangibles" on the Balance Sheets.

Amortizationexpense was insignificant in 2015.2014 and 2013 and is expected to be insignificant in future years.

(LKE)

The grosscarrying amount and the accumulated amortization of other intangible assets were:

December 31. 2015

Gross

Carrsing
Amount

269

21

3

126

Accumulated

Amortization

Subject tu amurtization:
Coal contracts (a)
Land and transmission rights
Emission allowances (b)
OVHC power purchase agreement (c)

Total subject to amortization 419 S

252 S

42

296 S

December 31. 2014

Gross

Ca rrying
.Amount

Accumulated

Amortization

269

21

3

126

419 $

210

33

245

(a) Grosscarrying amountrepresents the fairvalueat the acquisition dateof coalcontracts withterms favorable to market recognized asa result of the 2010 acquisition by PPL. An
offsetting regulatory liability wasrecorded related to these contracts, which isbeinganioriized over thesameperiod as the intangible assets, eliminating any income statement
impact. See Note 6 for additional information.

(b) Emission allowancesRF.Cs arc expensed when consumed or sold: therefore, there is no accumulated amortization.
(c) Gross carrying amount represents thefairvalue at theacquisition date of theOVEC power purchase contract recognized asa result of the2010 acquisition by PPL. An offsetting

regulatory liability wasrecorded related to thiscontract, which isbeingamortized over thesameperiod as the intangible as.set. eliminating any income statement impact. SeeNote
6 for additional mformalion.

Current intangibleassetsare included in "Other current assets" on the BalanceSheets. Long-term intangibleassetsare presented as "Otherintangibles"on the
Balance Sheets.
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Amortization expense was as follows:

2UI5 20H 2013

Intangible assets with no regulatory offset
Inlangible as.sets with regulatory offset S 51 S 47

S 1

51

Total S 51 S 47 $ 52

.Amortization expense for each of the next five years, excluding consumption ofemission allowances, is estimated to be:

2016 2017 2010 2019 2020

Inlangible assets with regulatory ofl'sel S 27 $ 9 S 9 S 9 S 8

iLGdE)

TTie gross carrying amount and the accumulated amonization ofother intangible assets were:

December .31, 2015 December 31,2014

Gross

Carrying Accumulated
Amouni Amortization

Gross

Carrying
Amouni

Accumulated

Amortization

Subject to amortizaHon:
Coal contracts (a)
Land and transmission rights
Emission allowances (b)

OVLC power purchase agreement (c)

S 124 S 116 S

7 1

1

87 29

124

7

1

87

S 98

1

23

Total subject to amortization 219 $ 146 S 219 $ 122

(a) (iross carrying amouni represents the fair value at the acquisition date of coal contracts with terms favorable to market recognized as a result of the 2010 acquisition by PPL. An
offseitrng regulatory liability was recorded related to these contracts, which is beitig amonizcd over the same period as the intangible assets, eliminating any income statement
impact. See Note 6 for addilional information.

(b) Emission allowances RliCs are expensed when consumed or sold; therefore, there is no accumulated amortization.
(c) Gross carrying amount represents the fair value at the acquisition date of the OVEC power purchase contract recognized as a result of the 2010 acquisition by PPL. An offsetting

regulatory liability was recorded related to this contract, which is being amortized over the same period as the intangible asset, eliminating any income statement impact. See Note
6 for addilional information

Current inlangible assets are ineluded 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:

2QIS 2014 2013

Inlangible assets with regulatory offset S 34 S 23 S 23

Amortization expense for each of the next five years, excluding consumption ofemission allowances, is estimated to be:

2016 2017 2018 2019 2020

Intangible assets with regulatory offset S 14 S 6 S 6 S 6 S 6

(KUl

The gross carrying amount and the acctnnulaied amonization ofother intangible assets were:

December .31. 2015 December 31. 2014

Gross

Carrying .AcrumuJaled
Amount Amortization

Gross

Carry log .Accumulated
Amouni Amortization

Subject to amortuatlon:
Coal contracts (a)
Land and iransmission rights
Emission allowances (b)
OVtC power purchase agreement (c)

S 145 $ 136 S
14 1

2

39 13

145 S 112
14 1

2

39 10

Total subject to amortizatioo S 200 S 150 S 200 S 123
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(a) Gross carrying amount represents the fair value at the acquisition dale ofcoal contracts with terms favorable to market recogni/cd asa result of the 2010 acquisition by PPL. An
ofrseiling regulatory liability was recorded related tothese contracts, which is being amortized over the same period asthe intangible assets, eliminating any income statement
impact. See Note fi for additional information.

lb) Emission allowances RECsare expensed when consumed or sold; therefore, there is no accumulated amortization.
(c) Gross carrying amount represents the fair value atthe acquisition dale ofthe OVEC power purchase contract recognized asa result ofthe 2010 acquisition by PPL. An offsetting

regulatory liability was recorded related tothis contract, which isbeing amortized over thesame period asthe intangible as,sct. eliminating any income statement impact. See Note
6 for additional information.

Current intangible assets are included in"Othercurrent assets" on theBalance Sheets. Long-teim intangible assets are presented as"Other intangibles" on the
Balance Sheets.

Amortization expense was as follows:

2015 2014 2013

Intangible as-sets with no regulator)- offset
Intangible assets with regulatory ofTset S 27 S

%

24

1

28

Total S 27 S 24 S 29

Amortizationexpense foreach of the next five years,excluding con.sumption of emission allowances, is estimated to be:

2016 2017 2018 2019 2020

Jnianglbie assets with regulatory offset $ 13 S 3 S 3 S 3 S 2

19. Asset Retirement Obligations

(PPL)

WTDhas recorded conditional AROs required by U.K. law related to treated wood poles, gas-ftlled switchgearand fluid-filled cables.

(PPL and PPL Elecirio

PPL Electric has identified legal retirement obligations forthe retirementof certain transmission a.ssels that could not be reasonably estimated due to
indeterminable 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 is unable to determine when these events may occur.

(PPL.LKE. LG&EamlKVi

LG&E'sand KLTs AROs arc primarily related to the final retirement ofassets associated with generating units. LG&E also has AROs related to natural gas
mains and wells. LG&E'sand KU'stransmission and distribution lines largely operate under perpetual property easement agreements which do not generally
require restoration upon remo\ ai of the property. Therefore, no material .AROsare recorded for transmission and distribution assets. As described in Notes 1
and 6. LG&E's and KU'saccretion and depreciation expense are recorded as a regulatory asset, such that there is no earnings impact.

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

PPL LKE LG&E KU

2015 2014 2015 2014 2015 2014 2015 2014

ARO at beginning of period S 336 S 301 S 285 S 252 $ 74 $ 74 $ 211 5 178

Accretion 19 16 18 14 5 4 13 10

Obligations incurred 5 I 5 1 3 2 1

Changes in estimated cash flow
er settlement date 235 25 234 23 98 1 136 22

Effect of foreign currency
exchange rates <2) (2)

Obligations settled (7> (5) (7) (5) (5) (5) (2)

ARO at end of period 586 S 336 $ 535 S 285 S 175 S 74 S 360 S 211

LKE recorded increases ofS228 million ($139 million at KUand $89 million at LG&E) to the existing AROs during 2015 as a result ofan engineering study-
that was performed, in connection with the final CCR rule, providing clarity on projected CCR closure costs and revisions in the liming and amounts of
future expected cash flows. Further increases to AROs or
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changes to current capital plansorto operating costsmay be required as estimates of future cash flows arerefined based on closure developments,
groundwater monitoring results and regulatory or legal proceedings. In 2014.AROs were revalued primarily due to updates in theestimated cash flows for
ash ponds based on updated cost estimates.

As of December 3 1,2015. LKE had S50 million (S25 million at LG&Eand KU)of the ARO balances classified as current liabilities. These current liabilities
areprimarily related to CCRclosurecostsexpectedto be incurred in 2016. Asof Decembers1.2014. substantiallyail of the ARO balancesareclassified as
noncurrent liabilities.

SeeNote 13for information on the finalCCR ruleand Note6 forinformation on the rate recovery applicationswith the KPSC.

20. Accumulated Other Comprehensive Income (Loss)

<PPL and LKE)

The after-taxchanges in AOCI by component for the years ended December31 wereas follows.

Unrealized gaips (losses)
Foreign

currency

translation

Avaliable-

for-sa le

Equity
investees'

Defined l>enefit plans

Prior

serviceQualifying
Actuarial

gain
adjustments securities derivatives AOCI costs (loss) Total

PPL

Deceinber31, 2012

.Amounts arising during the year
Reclassificaiions from AOCI

$ (149) $
138

111 S 132 S

67 45

(6) (83)

I s (14)
2

6

s (2.021) S
71

135

(1,940)
323

52
Net OCI during the year 138 6) (38) 8 206 375

December3l, 2013 S (II) S 172 S 94 $ 1 s (6) s (1.815) 5 (1.565)

Amounts arising during the year
Reclassiificatiims from AOCI

(275) 35 (10)
(6) (64)

5

4

(509)

III

(754)
45

Net OCI during the year (275) 29 (74) 9 (398) (709)
December 31,2014 S (286) S 201 S 20 $ 1 s 3 s (2.2)3) $ (2.274)

Amounts arising during the year
Reclassificaiions from AOCI

(234) 8 26

(2) 2 (1)

(9) (366)

146

(575)
145

Net DC) during the year
Distribution of PPL Energy

Supply (See Note 8)

(234) 6 28

(207) (55)

(1) (9) (220)

238

(430)

(24)

December 31,2015 S (520) S S (7) $ s (6) s (2.195) $ (2.728)

LKE

December 31,2012

Amounts arising during the year
S 1 s (2) s (14) $

28

(!5)

28

Net OCI during the year 28 28

Deceraber31, 2013 $ 1 s (2) s 14 £ 13

.Amounts arising during the year
Reclassificaiions from AOCI (1)

(7)
1

(5(1)

(1)

(57)

(I)
Net OG during the year M) (6) (51) (58)

December31, 2014 s S (8) s (37) $ (45)

Amounts arising during the year
Rcclasiincations from AOCI

(3)
1

(4)
5

(7)
6

Net OCI durmg the year (2) 1 (1)
December31.2015 s S (10) s (36) $ (46)

The following table presents the gains (losses) and related incometaxes forreclassifications from AOCI forthe yearsended December 31.2015 and 2014. The
defined benefit plancomponents ofAOCI arenot reflected in theirentirety in thestatement of income; rather, theyareincluded in thecomputation of net
periodic defined benefit costs (credits) and subject to capitalization. See Note 11 for additional information.
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Ddaih about AUCI 2015

PPL

2014

AfTrcted Line Item on (he

Statements of Income

13 Other Income (Expense) - netAvailable-for-ssle securities S 4 S 13

Total Pre-tax 4 13

income Taxes (2) (7)
Total -After-lax 6

Qualifying derivatives
Interest rate swaps (11) (16)

(77)
Cross-currency swaps 49 57

Commodity contracts 20 42

Total Pre-tax (17) S7

Income Taxes 15 (23)

Total After-tax (2) 64

Equity Invesiees'AOCI 1

Total Pre-tax 1

Income Taxes

Total After-tax 1

Defined benefit plans
Prior service costs (7)

Net actuarial loss (192) (145)
Total Pre-tax (192) (152)
Income Taxes 46 37

Total Afier-iax (146) (1151

Total reclassincations during the year s (145) S (45)

(16) Interest Expense
Discontinued operations
Other Income (Expense) • net
Interest Expense
Discontinued operations

Other Income (Expense) • net

21. New Accounting Guidance Pending Adoption

(All Registrants)

AccountinQ for Revenue from Contracts with Customers

In May 2014. the Financial Accounting Standards Board (FASB) issued accounting guidance that establishes a cotnprehensive new model for the recognition
of revenue fromconirdcis with customers. This model is based on the core principle that revenue should be recognized to depict the transfer ofpromised
goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.

For public business entities, this guidance can be applied using either a full retrospective or modified retrospective transition method, beginning in annual
reporting periods affer December 15,2017 and interim periods within those years. Public business entities may early adopt this guidance in annual reporting
penods beginning after December 15.2016. The Registrants expect to adopt this guidance ef!ectivc January 1, 2018.

The Registrants are currently assessing the impact ofadopting this guidance, as well as the transition method ihey will use.
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SCHEDULE I - PPL CORPORATION

CONDENSED UNCONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
iMillmn.', oj Dollars, exicpi slian- i/aitii

2015 2014 2013

Operating Revenues

Operating Expenses
Other operation and maintenance S 9 S 16 $ I
Total Operating Expenses 9 16 1

Operating Loss (9) (16) (1)

Other Income (Expense) - net
Equity in earnings ofsubsidiaries
Other income (expense)

Total

711

(IS)
696

1,776

(18)
1.758

1.171
(13)

1,158

Interest Expense 9 15 21

Interest Expense with Affiliates 10 10 29

Income Before Income Taxes 668 1,717 1,107

Income Taxes (14) (20) (23)

Net Income S 682 S 1,737 $ 1,130

Comprehensive Income Attributable to PPL Shareowners $ 252 $ 1.028 $ 1.505

Earnings Per Share of Common Stock:
Net Income Available to PPL Common Shareownere:

Basic $ 1.01 $ 2.64 S 1.85
Diluted $ 1.01 S 2.61 $ 1.76

Weighted-Average Shares ofCommon Stock Outstanding (in thousands)
Basic 669,814 653,504 608,983
Diluted 672,586 665,973 663,073

Tfic a<Tomp<inymg Nates to Conilensi'tl UnconsolidawdFinancial Slaiemenlsare an integral pan of thefmandal .•iiaiemenix.
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SCHEDULE 1- PPL CORPORATION

CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,
(olDollars/

2015 2014 2013

Cash Flows from Operating Activities
Net cash provided by (used in) operating activities $ 993 S 1,633 $ 968

Cash Flows from investing Activities
Capital contributions to aOiiiatcd subsidiaries (491) (1.045) (496)
Return ofcapital from affiliated subsidiaries 112 247 213

Net cash provided b> (used in) investing activities (379) (798) (283)

Cash Flows from Financing Activities
Issuance ofequity, net ofissuance costs 203 1,074 1,411
Net increase (decrease) in short-term debt with affiliates 215 (913) (1,057)
Payment ofcommon stock dividends (1,004) (967) (878)
Contract adjustment payments on Equity Units (22) (82)
Repurchase ofcommon stock (74)
Other (28) (7) (5)

Net cash provided by (used in) financing activities (614) (835) (685)

Net increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning ofPeriod
Cash and Cash Equivalents at End ofPeriod

Supplemental Disclosures of Cash Flow Information:
Cash Dividends Received from Affiliated Subsidiaries

]tM.

$ 1,198 $ 1,388 S 960

Theaccompanying Notes to Condensed Unconsolidated Financial Statemenu are an integral part ofthefinancial staiemenu.
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SCHEDULE I • PPL CORPORATION

CONDENSED UNCONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
I Uilhiins of Dolltin. shares in thnusiini/si

Assets

Current Assets

Accounts Receivable

Other

Affiliates

Price risk management assets
Total Current Assets

Investments

Affiliated companies at equity

Other Noncurrent Assets

Deferred income taxes

Price risk management assets
Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

Liabilities and Equity-

Current Liabilities

Short-tcnn debt with affiliates

Accounts payable with affiliates
Dividends

Pnce 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; 673.857 and 665.849 shares issued and outstanding at December 31. 2015 and 2014.

Theaeaimpanying Natesto CondensedUnamsalidaied Financial Statementsare an integral part ofthefinancial statements.
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2015

10 S
20

139

2014

53
149

148

169 350

10,479 15.426

100 34

133 75

1 13

234 122

$ 10,882 $ 15,898

s 385 S 170

16 1,513

255 249

268 227

65

924 2,224

39 46

7 7

9,687 9.433

2,953 6,462
(2.728) (2.274)

9,919 13,628

s 10,882 S 15,898
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SCHEDULE I • PPL CORPORATION
NOTES TO CONDENSED UNCONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation

PPL Corporation isaholding company and conducts substantially all ofits business operations through its subsidiaries. Substantially all ofits consolidated
assets are held by such subsidiaries. Accordingly, its cash flow and its ability tomeet its obligations are largely dependent upon the earnings ofthese
subsidiaries and the distribution orother payment ofsuch earnings to it inthe form ofdividends, loans oradvances orrepayment of loans and advances from
it.These condensed financial statements and related footnotes have been prepared inaccordance with Reg. §210.12-04 ofRegulation S-X. These statements
should beread inconjunction with theconsolidated financial statements and notes thereto ofPPL Corporation.

PPL Corporation indirectly ordirectly owns allof theownership interests of itssignificant subsidiaries. PPL Corporation relies ondividends orloans from its
subsidiaries to fund PPL Corporation's dividends to itscommon shareowners and tomeet itsother cash requirements. Sec Note 7 to PPL Corporation's
consolidated financial statements for discussions related to restricted netassets of itssubsidiaries for the purpo.ses of transferring funds toPPL in the form of
distributions, loans or advances.

Balance Sheet Classification of Deferred Taxes

EfTcclive October 1.2015. PPL Corporalion retrospectively adopted accounting guidance tosimplity the presentation ofdeferred taxes which requires that
deferred tax assets and defetred tax liabilities be classified as noncurrent on the balance sheet.

The adoption of this guidance required PPLCorporation to rcclassily deferred tax assets and deferred tax liabilities from current to noncurrent on the balance
sheet, and did not have a significant impact. PPL Corporation reclassified S34 million Irom current deferred tax assets to noncurrent deferred tax assets and
S5 million from current deferred tax liabilities to noncurrent deferred lax liabilities on the balance sheet as ofDecember 3 1.2014.

2. Commitments and Contingencies

SeeNote 13to PPL Corporation's consolidatedfinancial statements forcommitments and contingenciesof its subsidiaries.

Guarantees and Other Assurances

PPLCorporation'ssubsidiaries arc separate and distinct legal entities and have no obligation to pay any amounts that may become due under PPL
Corporation'sguarantees or other assurancesor to make any funds available for such payment.

PPL Corporation fully andunconditionally guarantees the payment of principal, premium and interest on all ofthe debt securities of PPL Capital Funding.
The estimated maximumpotential amount of future payments that could be required under the guarantees at December31.2015 wasS8.4 billion. These
guarantees will expire in 2073. The probability ofexpected payment under these guarantees is remote.
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SCHEDULE I- LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
t.Ullliiiiis of [>alliirs/

20t5 2014 2013

Equity in Earnings ofSubsidiarics

Interest Income with Affiliate

Interest Expense

Interest Expense with Affiliate

Income Before Income Taxes

Income Tax Expense (Benefit)

Net Income Attributable to Member

Comprehensive Income Attributable to Member

s 390 S 368 S 376

4 5 5

39 41 39

5 3 3

350 329 339

(14) (15) (8)

s 364 $ 344 $ 347

s 363 $ 286 $ 375

TheOLXompiinying S'oies to Condensed Unconsolidaled Financial Statements are an integral pan ofthefinancial statements.

Thvintarrmnian conlainod liemii may not be copied. adapiedo'dfslnTjufcaanOii/iof wananlixj ru beeccurele. cnmplefeor (into'y Theusei asaunm allrtsia fo'any aamatios oi los^ ansing fnm any use of this Inlormalloii.
ampl to (ftccurtiinlsucb damagos oi toSMO cannot bo linii'tod or sucJuded by oppffcaCi'D'aM'.Pan ImaniMl parlormanca a no giiar«iieeor tuturoresuns



Table i>rc'iinienis

SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,
I Millions of Dolhtisi

2015 2014 2013

Cash Flows from Operating Activities
Net cash provided by (used in) operating activities $ 246 S (183) $ 136

Cash Flows from Investing Activities
Capital contributions to affiliated subsidiaries
Net decrease (increase) in notes receivable fixjmaffiliates

(140)
73

(248)
555

(243)
(122)

•Netcasli provided by (used in) investing activities (67) 307 (365)

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates
Net increase (decrease) in shon-tcnn debt

Retirement of long-term debt
Contribution from member

Distribution to member

Net cash provided by (used in) financing activities

315

(400)

125

(219)

(179)

58

248

(436)

(130)

171

75

243

(254)

235

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning ofPeriod

(6)
6

6

Cash and Cash Equivalents at End ofPeriod $ S S 6

Supplemental disclosures ofcash flow Information:
Cash Dividends Received from Affiliated Subsidiaries $ 272 $ 260 $ 223

Theaccompanying Notes to Condensed Unconsolidaied Financial Siatemenvtare an integral part of iht!• financial statements.
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SCHEDULE I - LG&E and KU Energy LLC
CONDENSED UNCONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
t\filli4'rti oj DoUan)

2015 2014

Assets

Curri'nl Assets

Accounls receivable

Accounts receivable from afliliates

Notes receivable from afllljates

S I

3

1,054

S 8

1.127
Total Current Assets 1,058 1,135

Investments

Affiliated companies at equity 5,076 4.818

Other Noncurrent Assets

Deferred income taxes

Other noncurrent assets
228 205

1

Total Other Noncurrcnt Assets 228 206

Total Assets $ 6,362 s 6.159

Liabilities and Equit>

Current Liabilities

Short-lenn debt

Notes payable to affiliates
Long-term debt due within one year
Aecounls payable to affiliates
Taxes

Other current liabilities

S 75

69

469

3

5

s 75

58

400

451
2

8

Total Current Liabilities 621 994

Long-term Debt
Long-term debt
Notes payable to affiliates

720

500

718

196
Total Long-term Debt \220 914

Deferred Credits and Other Noncurrent Liabilities 4 3

Equity 44:17 4,248

Total Liabilities and Equity s 6362 s 6.159

Theairompanying Notes to Condensed L'nconsolidated Financial Statements are an integral pan of thefinancial statements
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Schedule I - LG&E and KU Energy LLC
Notes to Condensed Unconsolidated Financial Statements

1. Basis of Presentation

LG&t and KU Energy LLC (LKt) isa holding company and conducts substantially ail ol'ilsbusiness operations through itssubsidiaries. Substantially allof
itsconsolidated assets areheld by such subsidiaries. Accordingly, itscash flow and itsability to meet itsobligations are largely dependent upon theearnings
of these subsidiaries andthedistribution or otherpayment of such earnings to it in the fonn ofdividendsor repayment of loansand advances from the
subsidiaries. These condensed financial statements and related footnotes havebeen prepared inaccordance with Reg. §210.12-04 ofRegulation S-X. These
statements should be read in conjunction with the consolidated financial statements and notes thereto ofLKE.

LKE indirectly or directlyownsall of the ownership interests of its significantsubsidiaries. LKE reliesprimarily on dividends from its subsidiariesto fund
LKE'sdividends to its member and to meet its other cash requirements. See Note 7 to LKE'sconsolidated financial statements for discussions related to
restncted net assets of its subsidianes for the purposes oftransfcrring funds to LICE in the fonn ofdistributions. loans or advances.

Balance Sheet Classification of Deferred Taxes

EtTectivc Ortober 1.2015. LKE retrospectively adopted accountingguidance to simplify the presentation of deferred taxeswhich requires that deferred tax
assets and deferred tax liabilities be classified as noncurrent on the balance sheet.

The adoption ofthis guidance required LKEto reclassify defen-ed lax assets and deferred lax liabilities fromcurrent to noncurrent on the balance sheet, and
did not have a significant impact. LKE reclassified S2 million from cuirenl deferred tax assets to noncurrent deferred lax assets on the balance sheet as of
Decembers 1.2014,

Presentation of Debt Issuance Costs

EfTeciive December 31.2015. LKE retrospectively adoptedaccountingguidance to simplify the preseniation of debt issuance costs.Theguidancerequires
certain debt issuancecosts to be presented on the balance sheet as a direct deduction from the carrying amount of the associated debt liability.

The adoption ofthis guidance required LKEto reclassiiy debt issuance costs not associated with a line of credit from noncurrent assets to Long-tcnii debt,
and did not have a significant impact on the Registrants. LKEreclassified$4 million fromOlhernoncurrem assets to Long-termdebt on the balance sheet as
of December 3 1. 2014.

2. Commitments and Contingencies

See Note 13 to LKE'sconsolidated financial statements for commitments and contingencies ofils subsidiaries.

Guarantees

LKE provides certain indemnifications, the most significant of which relate to the termination of the WKElease in July 2009. These guarantees cover the due
and punctual payment, performance and discharge by each parly ofils respective present and future obligations. Themo.sl comprehensive of these WKE-
relatcd guarantees is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by WKE under the
WKETransaction Termination Agreement. This guarantee has a lcmiori2 years ending July 2021, and a cumulative maximum exposure ofS20n million.
Certain items such as government fines and penalties fall outside the cumulative cap. .^nolhe^ WKE-related LKE guarantee covers other indemnifications,
has a term expiring in 2023 and a maximum exposure of SI 00 million. In May 201 2. LKE's indemnitee received an unfavorable arbitration panel's decision
interpreting this matter. In October 2014. LKE's indemnitee filed a motion for discretionary review with the Kentucky Supremo Court seeking to overturn the
arbitration decision, and such motion was denied by the court in September 2015. In September 2015. a counterparty issued a demand letter to LKE's
indemnitee. LKE docs not believe appropriate contractual, legal or commercial grounds exist for the claim made and anticipates the indemnitee to dispute
the demand. LKE believes its indemnification obligations in the WKE matter remain subject to various uncertainties, including additional legal and
contractual developments, as well as future prices, availability and demand for the subject excess power. The ultimate outcomes of the WKE terminalion-
relaicd indemnifications cannot be predicted at this lime.
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Additionally, LKE hasindemnified various third parties related to historical obligations for otherdivested subsidiaries and affiliates. Theindemnifications
vary by entity and the ma.ximum exposures range from being capped at the sale price to no specified maximum; LKE could berequired toperform onthese
indemnifications in theevent ofcovered losses or liabilities beingclaimed by an indemnified party. LKE cannot predict the ultimate outcomes of the
indemnification circumstances, butdoesnotcurrently expect such outcomes to result in significant losses abovetheamounts recorded.

3. Long-term Debt

See Note 7to LKE's consolidated financial statements for theicnns of LKE's outstanding senior unsecured notes outstanding. Ofthetotal outstanding. $475
million matures in 2020 and $250 million maturesin2021.Thc.se maturities are based on staled maturities. Also see Note 7 to LKE'sconsolidated financial
siatcmemsforthe terms of LKE's $400million notepayable to PPL. Thisnote matures in 2025. LKE's $100million note payable to LG&Eand KU Services
Company bears a variable interest rate which resets each quarter based on LIBOR. The rale at [)ccember3l,2015 was 1.068%. This note matures in 2019.
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QUARTERLY FINANCIAL, COMMON STOCK PRICE AND DIVIDEND
PPL Corporation and Subsidiaries
iMiUiiina ol Diillars. except per share Jaiai

2015

DATA (Unaudited)

For the Quarters Ended (a)
March 3t June 30 Sept 30 Pec. 31

Operating revenues S 2^30 $ 1,781 S 1378 S 1,780
Opcraiing income 890 638 686 617
Income from coniinuing operations after income taxes 552 250 396 405
Income (loss) from discontinued operations (net of income taxes) (dXe) 95 (1,007) (3) (6)
Net income (loss) (e) 647 (757) 393 399
Income fromconiinuing operations after income taxes available to

PPL common shareowners: (b)
Basic EPS 0.83 037 0.59 0.60
Diluted EPS 0.82 037 0.59 0.60

Net income (loss) available to PPL common shareowners: (b)
Ba.sic EPS 0.97 (1.13) 038 0.59
Diluted EPS 0.96 (1.13) 0.58 039

Dividends declared per share ofcoitimon stock (c) 03725 03725 03775 03775
Price per common share:

High S 3638 $ 34.85 S 3338 $ 34.75
Low 31.40 29.45 29.41 32.60

2014

Operating revenues S 2,178 S 1.849 S 1,879 $ 1.946
Operating income 801 678 688 700

Income from continuing operations after income taxes 389 230 410 408
Income (loss) from discontinued operations (net of income taxes) (d)(f) (73) (1) 87 287
Net income (f) 316 229 497 695
Income faim continuing operations after income taxes available to

PPL common shareowners: (b)
Basic EPS 0.61 0.35 0.61 0.62
Diluted EPS 0.6! 034 0.61 0.62

Net income available to PPL common shareowners; (b)
Basic EPS 0.50 035 0.74 1.04

Diluted EPS 0.49 0.34 0.74 1.04

Dividends declared per share ofcommon stock (c) 0.3725 0.3725 03725 0.3725
Price per common share:

High $ 33.24 S 35.56 $ 35.52 $ 38.14

Low 29.40 32.32 31.79 32.09

(a) Ouarierly resultscan vary depending on. among other things,weather.Accordingly,comparisonsamong quartersof a year may not he indicativeof overall trendsand changes in
operations.

(b) The sumof the quarterly amountsmay not equal annual earnings per share due to changes in the number of common sharesoutstanding during the year or rounding.
(c) PPL has paid quarterly cash dividcndson itscommon stock in every year since 1946. Futuredi\ idends,declaredat the discretionof the Boardof Directors, willbe dependent

upon future earnings, cash flows, financial requirements and other factors.
Id) In the second quarter of 2015. PPL completed the spinoffof PPL F.ncrgy Supplysubsianiially representing PPL's Supply segment. .Accordingly, the previously reported operating

results for PPL'sSupply segment have been reclassified as discontinued operations. See Note Kto the Financial Statements for addiiionui information.
(e) The second quarter of 2015 includes a loss of S879 million from the spinoff of PPL Energy Supply. See Note 8 to the Fmancial Statements for additional information.
(0 The fourth quarter of 2014 includesa gain of SI37 million(after-tax) from the saleof Hydroelectric generating facilities of PPL Montana.See Note8 for additional information.
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QUARTERLY FINANCIAL DATA (Unaudited)
PPL Electric Utilities Corporation and Subsidiaries
/Millions ol Dullani

Operating revenues
Operating income
Net income

Operating revenues
Operating income
Net income

2015

2014

March3l

For the Quarters Ended (a)
June 30

630 S

175

87

592

165

85

476 S

116

49

449

111

52

Sept 30

519 $

121

55

477

124

57

Dec. 31

499

126

61

526

138

69

(a) PPL Eleciric's business isseasonal in nature, with peak sales periods generally occurring in thewinter andsummer months. Accordingly, comparisons among quarters of a year
may not be indicative of overall trends and changes in operations.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

PPLCorporation.PPLElectric Utilities Corporation,LG&Eand KU Energy LLC Louisville Gas and ElectricCompany and Kentucky Utilities
Company

None.

ITEM 9A. CONTROLS AND PROCEDURES

(a) Evaluation ofdisclosure controls and pn^cedures.

PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC. LouisvilleGas and Electric Company and Kentucky Utilities
Company

The Registrants'principal executive ot^icers and principal financial officers,based on their evaluation of the Registrants'disclosure controls and
procedures(as defined in Rules I3a-15(e)or 15d-15(e)of the Securities Exchange Act of 19.34) have concluded that. a.s of December31. 2015. the
Registrants'disclosurecontrols and proceduresare effective to ensure that material information relating to the Registrants and their consolidated
subsidiaries is recorded, processed, summarized and reported within the time penods specifiedby the SEC's rulesand forms, particularly during the
period for which this annual report has been prepared. The aforementioned principal officers have concluded that the disclosure controls and
proceduresare also elTeciive 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 officersand principal financial officers, to allow fortimely decisions regarding
required disclosure.

(b) Changes in internal control over financial reporting.

PPL Corporation, PPL Electric Utilities Corporation. LG&E and KU Energy LLC, Louisville Gas and Electric Company, and Kentucky Utilities
Company

The Regi.slrant.s' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' inlemal
conlail 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.

PPL Corporation

Following the announcement of the transaction to spin ofTPPL Energy Supply. LLC to form Talen Energy, management determined the appropriate
staffing for Talen Encigy and for PPL and its subsidiaries. During the tweh e months ended December 31.2015. staffing changes, including the
consolidation of certain positions and transition of responsibilities, resulted in changes in certain individuals responsible for executing internal
conirols. However,changes to system applications, business processes and the associated inlemal controls were not significant. Management has taken
steps to minimize the risk from the changes in individuals executing internal controls.

Management's Report on Internal Control over Financial Reporting

PPL Corporation
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PPL's managemeni isresponsible for establishing and maintaining adequate internal control over financial reporting, as such term isdefined in Exchange
Act Rule 13a-15(0or I5d-I5(f). PPL's internal control over financial reporting isaprocess designed to prov ide reasonable assurance to PPL's management
and Board ofDirectors regarding the reliability offinancial reponing and the preparation offinancial statements forextemal purposes inaccordance with
generally accepted accounting principles. Because ofiis inherent limitations, internal control over financial reponing may not prevent ordetect
misstatements.

Under the supervision and with the panicipation ofourmanagement, including ourprincipal c.xecutive officer and principal financial officer, we
conducied an evaluation ofthe ctfeciiveness ofourinternal control over financial reporting based on the frameworit in "Intemal Control - Integrated
Framework" (2013) i.ssucd by theCommittee ofSponsoring Organizations of theTreadway Commission. Based onourevaluation underlhe framework in
"Intemal Control - Integrated framework" (2013). ourmanagement concluded that ourinternal control overfinancial reporting was effective asof
Decembers 1.2015. The effectiveness ofour internal control overfinancial reporting has been audited by Ernst & Young LLP. anindependent regi-stered
public accounting firm, as stated in their report contained on page 88.

PPLElectric Utilldes Corporation, LG&E and KL' Energy LLC, LouisvilJe Gasand Electric Company and Kentucky Utilities Company

Management of PPL's non-accelerated filer companies. PPL Electric. LKE. LG&E and KU. are responsible for establishing and maintaining adequate
intemal control overfinancial reporting, assuch term isdefined in Exchange Act Rule I3a-I 5(f) or I5d-I5(n. Each oflhe aforementioned companies'
intemal control overfinancial reporting isa process designed lo provide reasonable assurance to management and Board ofDirectors of these companies
regarding thereliability of financial reporting and the preparation of financial statements forextemal purposes inaccordance with generally accepted
accountingprinciples. Because of its inherentlimitations, intemalcontrol over financial reporting may not prevent or detect misstatements.

Underthe supervision and with the participation ofour management, including the principalexecutive officers and principal financial officers of the
companies listed above,weconductedan evaluationofthe effectiveness ofour intemalcontrol over financial reporting basedon the framework in
"Internal Control- Integrated Framework" (2013) issued by the Committeeof Sponsoring Organizations ofthe Treadway Commission. Basedon our
evaluationunderthe framewoik in "Intemal Control - Integrated Framework" (2013).management of thesecompanies concluded that our intemalcontrol
overfinancial reporting was effective asorDecember31,20l5. Thisannual report doesnot include an attestation report of Ernst &Young LLP. the
companies' independent registered public accounting firm regarding intemal control over financial reporting forlhese non-accelerated filer companies.
The effectiveness ofintemal contml over financial reponing for theaforementioned companies was not subject to attestation by thecompanies'registered
public accounting firm pursuant to rules oflhe Securities and Exchange Commission thatpermit these companies to provide onlymanagement's report in
this annual report.

ITEM 9B. OTHER INFORMATION

PPL Electric Utilities Corporation

On October27, 2015. PPL Electricamended and restated its By-lawsto provide that the numberofdirectorsconstituting the Company's board of directors
shall be as detennined from time to lime by the directore.

PART ill

ITEM 10. DIRECTORS. EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

PPL Corporation

Additional information forthis itemwill be set forth in the sectionsentitled "Nominees forDirectors." "Board Committees - BoardCommittee Membership"
and "Section 16(a)Beneficial OwTicrship Reporting Compliance" in PPL's 2016 Notice of Annual Meeting and Proxy Statement, which will be filed with the
SECnot later than 120days afferDecember31.2015. and which information is incorporated herein by reference.

As previously disclosed, on December18. 2015. the Board of Directorsof PPLapproved amendments to PPL'sBylaws (the "Bylaws"), effective December18.
2015. to adopt proxy access. Pursuant to newArticle III. Section 3.18 ofthe Bylaws,a shareowncr,or a group of up to 25 shareowners, owning 3% ormoreof
PPL's outstanding common slock continuously feral least three years, may nominate, and include in PPL's proxy materials,directors constituting up lo the
greaterofli) 20% ofthe Board or (ii) two direclois. provided that the shareownerfs) and the nominee(s)satisfy the rcquircinenlsspecified in the Bylaw.s. In
connection with PPL's adoption of proxy access and in order to ensure full disclosure in regard to a nominating shareowner's ownership position in PPL.
Article III.Section 3.16 ofthe Bylaws was ai.so amended to expand the disclosure requirements for the nomination ofdirectors under PPL's advance notice
provision, including disclosure ofsecurities ownership, derivative and short positions, certain interests that the nominating shareowncr or dircctornominee
might have in the nomination and such other information as PPL may reasonably request.
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PPL has adopied acode otcihics entitled Standards ol Integrity" that applies to all directors, managers, trustees, ofTlcers (including the principal executive
ofTiccrs. principal financial ofUcersand principal accounting olVicers (each, a "principal oflrcer")). employees and agents ofPPL and PPL's subsidiaries for
which ithas operating control (PPL Electric. LKE. LG&E and KU|. The "Standards ofIntegrity" are posted on PPL's^ntemel website;
ww"^-,DDlwcb.com^Standards-of-lntei;ritv. Adescription of any amendment to the "Standards of Integrity" (otherthana technical, administrative or othernon
substantive amendment) will beposted on PPL's Internet website within four business days following the date of the amendment. In addition, ifa waiver
eonslituting a material departure from a provision ofthe "Standards ofIntegrity" isgranted to one ofthe principal officers, adescription ofthenature ofthe
waiver, the name ofthe person to whom the waiver was granted and the date ofthe waiver will be posted on PPL's Iniemel website within four business days
following the dateoflhe waiver.

PPL also has adopted its"Guidelines for Corporate Governance." which address, among other things, director qualification standards and director and board
committee responsibilities. These guidelines, and thecharters ofeach of thecommittees of PPL's board ofdirectors, are posted on PPL's Internet website:
ww^'.pplweb.com/Guidclincs.

PPLElectric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gasand Electric Company and Kentucky Utilities Company

hem 10 isomittedas PPL Electric. LKE. LG&E and KU meetthe conditionsset forth in General Instruction (iKlKaland (b)of Form lO-K.
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EXECUTIVE OFFICERS OF THE REGISTRANTS

Officers ofthe Registrants are elected annually by their Boards oCDirectors to ser\ eat the pleasure ofthe respective Boards. There are no family relationships
among any ofthe executive officers, nor isthere any airangement orunderstanding between any executive officer and any other person pursuant towhich the
officer was selected.

There have been no events under any bankruptcy act. no criminal proceedings and no judgments orinjunctions material tothe evaluation oftheability and
integrity ofany executive officer during the past five years.

Listed below are the executive officers at December 31.2015.

PPL Corporation

Name

William H. Spence

Robert J. Grey (bXd)

Vincent Soi^i

Gregory N. Dudkin (a)

Victor A. Staflaeri (a)

Robert A. Symons (a)

Mark F. Wilten (cXe)

Stephen K. Breininger

Age Positions Held During the Past Five Years

58 Chairman, President and Chief Executive Officer

President and Chief Executive Officer

President and ChiefC^erating Officer
Executive Vice President and ChiefOperating Officer

65 Executive Vice President and ChiefLegal Officer
Executive Vice President, General Counsel and Secretary
Senior Vice President.GeneralCounsel and Secretary

44 Senior Vice President and Chief Financial Officer

Vice President and Controller

58 President-PPL Electric

Senior Vice Presidcnt-Operations-PPL Electric

60 Chairman ofthe Board. Chief Executive Officer and President-LKE

62 ChiefExecutive-WPD

48 Vice President, Treasurer and Chief Risk Officer

Vice ftesident-Finance and Treasurer

Dates

April 2012 - present
November2011 -March 2012

July 2011 -November 2011
June 2006-July 2011

June 2015 - January 2016
November2012 -May 2015
March 1996-November2012

June 2014 -present
March 2010 - June 2014

March 2012 -present
June 2009-March 2012

May 2001 - present

January 2000 • present

October 2014 - December 2015

June 2012 - October 2014

Treasurer-Nissan NorthAmericaand Nis.san Motor AcceptanceCorporation August 2010 - May 2012

42 Vice President and Controller

Controller

Assistant Controller-Business Lines

Controller-Supply Accounting

January 2015 - present
June 2014 - January 2015
March 2013-June 2014

April 2010-March 2013

(a) Designatedan executiveofficer of PPL by virtue of their respective positions at a PPL subsidiary.
(b) Mr. Grey retired from PPL effectiveJanuary 31. 2016,
(c) Mr. Wilten resignedas Treasurer and Chief RLsk Officereffective December 31. 2015. and faim PPL as of Januaiy 31. 20)6,
(d) Joanne H. Raphael. Senior VicePresident, GeneralCounseland CorporateSecretary, was deemed to be an Executive Officerof PPL effectiveJanuary1. 2016.
(e) Joseph P. Bergstein. Jr. was electedus Vice President-Investor Relationsand Treasurer ctTective January 1. 2016 and was deemed to be an ExecutiveOfficer of PPL as of that

date.
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ITEM 11. EXECUTIVE COMPENSATION

PPL Corporation

Informaiion for this item will beset forth inthe sections entitled "Compensation ofDircclore." "The Board's Role inRisk Ovcraight," "Compen.saiion
Committee Interlocks and Insider Participation" and "Executive Compensation" in PPL's 20I(> Notice ofAnnual Meeting and Proxy Statement, which will be
filed with theSEC notlatcrlhan 120 days after December 31.2015. and which information is incorporated herein byreference.

PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas andElectric Company andKentucky Utilities Company

Item Ills omitted as PPL Electric. LKE. LG&E and KUmeet the conditions set forth in General Instructions(IXI Kajand (b)of Fomi 10-K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

PPL Corporation

Infomiation for thisitem will beset forth in thesection entitled "Slock OvMiership" in PPL's 2016 Notice of Annual Meeting and Proxy Statement, which will
be filed with theSEC notlaterthan 120 days affer December 31,2015. and which information is incorporated herein by reference. In addition, provided
below intabular format is information asof December 31.2015. with respect tocompensation plans (including individual compensation arrangements) under
which equity securities ofPPL are authorized for issuance.

Equity Compensatiort Plan Information

Numberorsecuriiies to be

issued upon exercise of
outstanding options, warrants

and riirhls (3)

Weighted-average exercise
price ofoulstanding options,

warrants and riehts (3>

Number ofsecurities

remaining available for future
issuance under equity

compensation plans (4)
Equity compensation
plans approved by
security holders(i)

1,295,137 -ICP
1.715.543 -SIP
1.374.469 -ICPKF

6.385.149 -Total

$32.44 -ICP

$26.29 -SI?

$28.19 -ICPKE

$28,54 -Combined

1,756,965 -DDCP
6.417.595 -SIP

1.665.831 -ICPKE

9.840.391 -Total

Equity compensation
plans not approved by
sccuriiv holders (2)

(1) Includes (a) the ICP. under which stock options, restricted slock, restricted stock units, performance units, dividend equivalents and other stock-based
awards wereawarded to executive officersof PPLand no awardsremain for issuance under this plan; (b) the ICPKE. under which stock options, restricted
slock, restrictedstock units, performance units, dividend equivalents and other .stock-based awardsmay be awarded to non-cxecutive key employees of
PPL and its subsidiaries; (c) the PPL2012 SIPapproved by shareownersin 20)2 under which slock options, restricted stock, restrictedslock units,
performance unit.s. dividend equivalents and other stock-based awards may be awarded to executive officers ofPPL and its subsidiaries; and (d) the
DEXTP. under which slock units may be awarded to directors ofPPL. See Note 10 to the Financial Statements for additional information.

(2) All of PPL'scurrent compensation plans under which equity securities ofPPLarc authorized for issuance have been approved by PPL'sshareowners.

(3) Relates to common slock issuable upon the exercise ofstock options awarded under the ICP. SIP and ICPKE as of December 31. 2015. In addition, as of
December 31.2015. the following other securities had been awarded and are outstanding under the ICP. SIP. ICPKE and DDCP: 15.000 shares of
restricted stock under the ICP; 776.599 restricted stock units and 697,227 perfomiance units under the SIP; 2.114,069 restricted stock units and 618,743
performance units under the ICPKE; and 531,840 .stock units under the DDCP.
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(4) Based upon Ihe following aggregate award limitalions underihe (CP.SIP.ICPKE and DIXT; (a) under the ICP. I.*1.769,431 awardsti.e., oflhe lota)
PPLcommonstock outstanding as of April 23. 1999)granted after .^pril 23. 1999; (b) underihe SIP. 10.000.000 awards: (c) under the ICPKE.
16.573.608 awards (i.e.. 5% ofthetotal PPL common stock outstanding asofJanuary 1.2003) granted after April 25. 2003. reduced by outstanding
awards forwhich common stock wasnot yet issuedasofsuch date of 2.373.812 resultingin a limitof 14.199.796; and (d» underthe DDCP, the number
of stock units available for issuance wasreduced to 2.000,000 slock units in March 2012, In addition, each ofthe ICPand ICPKE includes an annual
award limitation of 2®o of total PPL common stock out.standing as of January I of each year.

PPLElectric Utiiitics Corporation, LG&E and KU Energy LLC, Louisville Gasand Electric Company and Kentucky Utilities Company

Item 12 is omitted as PPL Electric. LK£, LG«S:E and KUmeet the conditions set forth in General In.structions(Ikl Ka)and (b) of Form 10-K.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS. AND DIRECTOR INDEPENDENCE

PPL Corporation

Information forthis itemwill be set forth in the sectionsentitled "Transactions with RelatedPersons" and "Independence of Directors" in PPL'.s 2016 Notice
ofAnnual Meeting and Proxy Statement, which will be filed with theSEC notlater than 120 days after December 31.2015. and is incorporated herein by
reference.

PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky UtilitiesCompany

Item 13 is omitted as PPLElectric, LKE,LG&E and KUmeet the conditions set forth in General Instructions(IXI Ka)and (b) of Form 10-K.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

PPL Corporatioo

Information forthis item will beset forth in thesection entitled"Fees to Independent Auditor for 2015and 2014"in PPL's 2016 Notice of.Annual Meeting
and ProxyStatement,which will be filed with the SEC not later than 120 days after December31. 2015. and which information is incorporated herein by
reference.

PPL Electric Utilities Corporation

The following table presents an allocation of fees billed, including expenses, by EY to PPL for the fiscal years ended December 31.2015 and 2014, for
professional services rendered forthe audit of PPLElectric'sannual financial statements and for fees billed forother services rendered by EY.

2015 2014

(in tbousands)

Audit fees (a) S 1,185 $ 954
.Atidii-rcbicd fees (b) I ]
Taxfecs(c) 18

(a) Includesestimated fees for nudiiof annual financial statements and reviewof financial statements included in PPL Electric's Quarterly Reportson Form 10-Qand for services in
connection with statutory and regulatory filings or engagements, including comfort letters and consents for financings and filings made with the SEC.

(bt Includes fees for agreed upon procedures related to .Annual EPA filing.
Ic) Includes fees for ta.x advice for various state and local ta.x issues.

LG&E and KU Energy LLC

The following table presents an allocation of feesbilled, including expenses, by EYto LKEfor the fiscal years ended December31,2015 and 2014, for
professional services rendered for the audits of LKE'sannual financial statements and for fee.s billed for other services rendered by EY.
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2015 2014
(ia thousands)

Audit fees (a) j 175^ 5 ,^3^

<a) Includes estimated fees for audit of annual financial statements and review of fmancial statements included inLKE's Quarterly Reports onForm lO-Q andforservices in
connection with statutory and regulatory filings or engagements, including comfort lenersand consents forfinancings and filings made with the SEC.

Louisville Gas and Llectric Company

The following tablepresents an allocation of fees billed,including expenses, by EY to LG&E forthe fiscal years endedDecember 31.2015 and2014,for
professional services rendered for the audits ofLG&E's annual financial statements and for fees billed for other services rendered by EY.

201s 2014

(in thousands)

Audit fees(a) S 718 S 699

(a) Includes estimated fees foraudit of annual financial statements andreview of financial statements included in LG&E's Quarterly Reports on Form lO-Qand forservices in
connection with slatuiory and regulatory filings or engagements, including comfortletters and consents for financings and filings madewiili the SEC.

Kentucky Utilities Company

The following table presents an allocationof fees billed, includingexpenses,by EYto KU forlhe fiscal yearsended December3 1.2015 and 2014. for
professional ser\ icesrendered forthe audits of KU's annual financial statements and for fees billed forother ser\ icesrendered by EY.

2015 2014

(in thousands)

Audit fees (a) $ 717 S 625

(a) Includesestimated fees for audit of annual financial statemeiiis and review of financial staiemenis included in KU'sQuarterly Reportson Form iO-Q and for servicesin connection
withstatutory and reguliiiory filingsor engagements, includingcomfoft lettersand consents for financingsand filingsmade with the SF.C.

PPL Corporation, PPL Electric Utilities Corporation. LG&E and KUEnergy LLC. Louisville Gas and Electric Company and Kentucky Utilities
Company

•Aportival oi FeesThe Audi!Committee of PPL has procedures for pre-appro\ ing audit and non-audit services to be provided by the independent auditor.
These proceduresare designed to ensure the continued independence of the independent auditor. More .specifically, the use of the independenl auditor to
pcrlbnTi eitheraudit ornon-audii scnices is prohibited unlessspecifically approved in advanceby the Audit Committee of PPL. Asa resultof this approval
process, the Audit Committee of PPL has pre-approved specificcategoriesof servicesand authorization levels.All services outside of the specified categories
and ail amounts exceeding the authorization levels are approved by the Chair of the Audit Commiltee of PPL.who serves as the Committee designee to
reviewand approve audit and non-audit related servicesduring the year. A listing of the approved audit and non-audit services is reviewedwith (he full
Audit Committee ofPPL no later than its next meeting.

The Audit Committee of PPL approved 100% of the 2015 and 2014 services provided by EY.
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PART IV

ITEM 15. EXHIBITS. FINANCIAL STATEMENT SCHEDULES

PPL Corporation. PPL Electric Utilities Corporation. LG&E and KL Energy LLC. Louisviile GasandElectric Company and Kentucky Utilities
Company

(a) The followingdocuments are filed as part of this report:

1. Financial Statements - Rcfcrto the 'TableofConients" for an index of the financial statements included in thisreport.

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 otherschedules arcomitted because ofthe absence of theconditions underwhich theyarcrequired or because the required information is
included in the financial statements or notes thereto.

3. Exhibits

See Exhibit Index immediately following the signature pages.
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SHAREOWNER AND INVESTOR INFORMATION

Annual Meetings:The 2016 annual meeting ofshareowncre ofPPL will be held onWednesday. May 25.2016. at thePPL Center. 701 Hamilton Street.
Allcniown. Pennsylvania, in Lehigh County.

Proxy Statement Material: Aproxy statement and notice ofPPL's annual meeting will be provided to all shaieowners who areholders of record asof
February 29,2016. The latest proxy statement can be accessed at www,pplweb.com.

PPLAnnual Report: The report will bepublished in the beginning ofApril and will beprovided toall shareowners who are holders ofrecord asofFebruary
29.2016. The latest annual report can be accessed at www.pplweb.com.

Dividends: Subject tothedeclaration ofdividends on PPL common slock by the PPL Board ofDirectors oritsExecutive Committee, dividends are paid on
the lirst busine.ss day of April. July.October andJanuary. The2016record datesfor dividends areexpected to be March 10.June 10.September 9 and
December 9.

PPL's Website(www.pplweb.com); Shareowners can access PPL publications such asannual and quarterly reports to theSecurities and Exchange
Commission (SEC Forms lO-K and lO-Q), other PPL filings, coiporatcgovernance materials, newsreleases, stock quotes and historical performance. Visitors
to ourwebsite can subscribe to receive automated emailalerts forSEC filings, eaming.s releases, daily slock pricesor other fmancia! news.

Financial reportswhich are availableat www.Dplweb.com will be mailedwithoutchargeupon request by writing to;
PPL Treasury Dept.
Two North Ninth Street

Allenlown. PA 18101

Via email: invservirtpplweb.com
or by calling;

Shareowncr Serv ices, toll-free at 1-800-345-3085; or
PPL Corporate Offices at 610-774-5151.

Online Account Access: Registered shareowners can activate their account foronline accessby visiting shareowneronlinc.com.

Dividend Reinvestment and Direct Stock Purchase Plan (Plan): PPL offers investors the opportunity to acquiresharesofPPL common stock through
its Plan.Through the Plan, participants areeligible to invest up to S25.000 per calendar month in PPLcommon stock. Shareownersmay choose to have
dividends on their PPLcommon slock fully or partially reinvested in PPL common stock or can receive full payment of cash dividends by check or electronic
funds iransler. Participants in the Plan may choose to have their common stock certificates deposited into their Plan account-

Direct Registration System; PPLparticipates in the Direct Registration System(DRS). Shareowners may choose to have their common stock certificates
conv ened to book entry fomi within the DRS by submitting their certificates to PPL's transfer agent.

Listed Securities:

New York Stock Exchange

PPL Corporation:
Conunon Slock (Code: PPL)

PPL Capital Funding, Inc.:
2007 Series A Junior Subordinated Notes due 2067 (Code: PPL '67)
2013 Series B Junior Subordinated Notes due 2073 (Code; PPXj
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Fiscal Agents;

Transfer Agent and Registrar; Dividend Disbursing Agent; Pian Administrator
Wells Fargo Bank. N-.-X.
ShareowTier Ser\ ices

1110CentrePointeCurve.Suite iOI

Mcndota Heighi.s. MN 55 i 20

Toll Fix;e: 1-800-345-3085

Outside U.S.; 65 M53-2129

Website: shareowneronline.com

Indenture Trustee

TTie Bank ofNew York Mellon

Corporate Trust Administration
525 William Penn Place

Pittsburgh. PA 15259
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SIGNATURES

Puisuant lo iherequirements ofSection 13 or 15(d) of theSecurities Exchange Act of1934.theRegistrant hasdulycaused thisreport tobesigned on its
behalf by the undersigned, thereunto duly authorized.

PPL Corporation

(Registrant)

By/s/ William H, Spence
William H. Spence -
Chainnan, President and

Chief Executive Officer

Pursuant to the requirements of the Securities ExchangeActof 1934,this reporthas been signedbelowby the following personson behalfofihe Registrant
and in the capacities and on the date indicated.

/s/ William H. Spence

William H. Spence -
Chairman. President and

ChiefExeculive Officer

(Principal Executive Officer)

S/ Vincent Sorgi

Vincent Sorgi •
Senior Vice President and

ChiefFinancial Officer

(Principal Financial Officer)

s.' Stephen K. Breininger

Stephen K. Breininger-
Vice President and Controller

(Principal Accounting Officer)

Directors:

Rodney C. Adkins William M. Spence
John W. Conway Nalica von Althann
Steven G. Elliott Keith H. Williamson

Venkaia RajamannarMadabhushi Armando Zagalo de Lima
Craig A. Rogerson

l%J William H. Spence

William Fl. Spence, Attomey-in-fact Date: February 19,2016
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SIGNATURES

Pursuant to the requirements ofSection 13or 15(d) of theSecurities Exchange Actof 1934, the Registrant hasduly caused this report to besigned on its
behalfby the undersigned, thereunto duly authorized.

PPL Electric L'tilities Corporation
(Regisiranil

By /s/ Gregory N. Dudkin
Gregory N. Dudkin -
President

Pursuant to therequirements oftheSecurities Exchange Act of 1934. thisreport has been signed below bythefollowing persons onbehalfoftheRegistrant
and in the capacities and on the date indicated.

•s Gregory N. Dudkin

Gregory N. Dudkin •
President

(Principal Executive Officer)

•s/ Stephen tC Breininger
Stephen K. Breininger-
Vice President and Controller

(Principal Financial Olficerand Principal Accounting
Officer)

Directors:

/s/ Gregory N.Dudkin /s/ Vincent Sorgi
Gregory N. Dudkin Vincent Sorgi

V Joanne H. Raphael /&/ William H.Spence
Joanne H. Raphael William H. Spence

Dale: February 19,2016
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SIGNATURES

Pursuam to the requirements of Section 13or 15(d)of the Securities Exchange Actof 1934,the Registrant has duly caused this reportto be signedon its
behalfby the undersigned, thereunto duly authorized.

LG&E and KT Energy LLC

(Registrant)

ByfsJ VictorA.Staffieri
Victor A. Staffieri -

Chairman of the Board. Chief Executive Officer and
President

Pursuant to the requirements of the Securities ExchangeActof 1934.thisrepon has been signedbelowby the following personson behalfof the Registrant
and in (he capacities and on the date indicated.

Victor A. Staffieri

Victor A. Staffieri -

Chairman of the Board. Chief Executive Officer and

President

(Principal Executive Officer)

/s/Kent W.Blake

Kent W.Blake-

ChiefFinancial Officer

(Principal Financial Officer and
Principal Accounting Officer)

Director;;

'V Kent W. Blake '&/ Victor A. Staffieri

Kent W. Blake Victor A. Staffieri

's/ Vincent Sorgi /s' Paul W.Thompson
Vincent Sorgi Paul W. Thompson

/y William H.Spence
William H. Spence

Date: February 19.2016
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SIGNATURES

PuRiuant to the requirements ofSection 13 or15(d) oftheSecurities Exchange Act 01*1934. the Registrant hasduly caused this report tobesigned onits
behalfby the undersigned, thereunto duly authorized.

Louisville Gas and Electric Company
(Registrant)

By /s/ Victor A. Staffieri

Victor A. Siaffieri -

Chairman ofthe Board. ChiefExecutive Officer and

President

Pursuant to the requirements of the Securities ExchangeActof 1934,this report has been signedbelowby the following personson behalfofthe Registrant
and in the capacities and on the dale indicated.

!fj Victor A. Staffieri

Victor A. Staffieri -

Chairman ofthe Board. Chief Executive Officer and

President

(Principal Executive Officer)

v Kent W. Blake

Kent W. Blake-

Chief Financial Officer

(Principal Financial Officer and
Principal Accounting Officer)

Directors:

/s/ Kent W. Blake isi Victor A. Staffieri

Kent W, Blake Victor A. Staffieri

&' VincentSorgi s.^ Paul W,Thompson
Vincent Sorgi Paul W.Thompson

V William H.Spence
William H. Spence

Dale: February 19,2016
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SIGNATURES

Pursuani to the requirements ofSection 13 or 15(d)ofthe Securities Exchange Act of 1934. theRegistrant hasdulycaused thisreport to besigned on its
behalfby the undersigned, thereunto duly authorized.

Kentucky Utilities Company

(Regislninil

By /s/ VictorA.Staffieri
Victor A. Staffieri -

Chairman of the Board. Chief Executive Officer and

President

Pursuant to the requirements of the Securities ExchangeActof 1934,this report has been signedbelowby the following personson behalfof the Registrant
and in the capacities and on the date indicated.

/s/ Victor A. Staffieri

Victor A. Staffieri -

Chairman oflhe Board. Chief Executive OfTicer and
President

(Principal Executive Officer)

s Kent W.Blake

Kent W.Blake-

Chief Financial Officer

(Principal Financial Officer and
Principal Accounting Officer)

Directors:

.'s/ Kent W. Blake /si Victor A. Staffieri

Kent W. Blake Victor A. Staffieri

Isj Vincent Sorgi Is/ Paul W. Thompson
Vincent Sorgi Paul W, Thompson

isJ William H. Spence

William H. Spencc

Date: February 19,2016
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EXHIBIT INDEX

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith.The balance of the Exhibits has heretoforebeen filed with
theCommission and pursuant to Rule 12fb)-32 areincorporated herein byreference. Exhibits indicated bya [_] arefiled or listed pursuant to Item 60!(bXIO)
(iii)ofReguIatioD S-K.

Ua) - Securities Purchase and Registration Rights Agreement, dated March 5.2014. among PPE Capital Funding, lnc..PPL Corporation,
and theseveral purchasers named in Schedule Bthereto (Exhibit 1,1 to PPL Corporation FomiK-K ReportfFile No. 1-11459) dated
March 10,2014)

1(b) - Equity Distribution Agreement, dated February 26,2015. by andamong PPL Corporation and Merrill Lynch. Pierce, Fenner&
SmithIncorporation (Exhibit 1.1 to PPL Corporation Form 8-KReport (FileNo. 1-11459) dated February 26. 2015)

Uc) - Equity Distribution Agreement, dated February 26.2015. by and among PPL Corporation and Morgan Stanley& Co. LLC (Exhibit
1.2 to PPLCorporation Form 8-KReport (File No. 1-11459) dated February26. 2015)

2(a) - Separation Agreement among PPL Corporation. Talen 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)

2(b) - Transaction Agreement among PPL Corporation. Talen Energy Holdings. Inc.. Talen Energy Corporation. PPL Energy Supply,
LLC.Talen Energy MergerSub. Inc..C/R EnergyJade. LLC.Sapphire PowerHoldings LLfT. and Raven PowerHoldings LLC.
dated as of June 9.2014 (Exhibit 2.2 to PPL Energy Supply. LLCForm8-K Report (File No. I-32944) dated June 12.2014)

3(a) - Amended and Restated .Articles oflncorporation of PPL Corporation, effective asof May 21.2015 (Exhibit 3(i)to PPL Corporation
Form 8-K Report (EileNo. 1-11459)dated May 27.2015)

3(b) - Bylawsof PPL Corporation, effective as of December18. 2015 (Exhibit 3(ii)lo PPLCorporation Fomt8-K Report (FileNo. I-
11459)dated December21.2015)

3(c) - Amended and Restated Articles of Incorporation ofPPL Electric Utilities Corporation, effective asofOctober31.2013 (Exhibit
3(a) to PPL Electric Utilities Corporation Form 10-Q Report (File No. 1-905) for the quarter ended September 30. 2013)

3(d) - Bylaws of PPL Electric UtilitiesCorporation, effective asofC)ctober27.20l5 (Exhibit3(a)to PPL Corporation Form 10-Q Report
(File No. 1-11459) for the quarter ended September 30.2015)

3(e) - Articlesof Organization ofLG&E and KU Energy LLC.effective as of December29. 2003 (Exhibit 3(a) to Registration Statement
filed on Form S-4 (File No. 333-1 736ft5))

3(f)-l - Amendedand Restated Operating AgreementofLG&E and KU Energy LLC.eflfective asofNovcmber 1.2010 (Exhibit 3(b) to
Registration Statement filed on Fomt S-4 (File No. 333-173665))

3(f)-2 - Amendmentto Amendedand Restated Operating Agreement of LG&E and KU Energy LLC.effective as of November25.2013
(Exhibit 3(h)-2) to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,2013)

3(g)-1 - Amendedand Restated Articlesoflncorporation of Louisville Gasand Electric Company, effective as of November6.1996
(Exhibit 3(a) to Registration Statement filed on Form S-4 (File No. 333-173676))

3(g)-2 - Articles ofAmendment to Articles oflncorporation of Louisville Ga.s and Electric Company, effective as ofApril 6.2004 (Exhibit
3(b) to Registration Statement filed on Form S-4 (File No. 333-173676))
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3(h)

3(i)-l

3(ih2

30)

4(a)

4(bVl

4(b)-2

4(bK3

4(b)-4

4(b)-5

4(b)-6

4(b)-7

4(b)-8

4(b)-9

4(b)-10

4(b)-ll

4(b)-12

4(c)

Bylaws ofLouisville Gas and Eleclric Company, effective asofDecember 16.2003 (Exhibit 3(c) to Registration Statement filed on
Form S-4 (File No. 333-173676))

Amended and Restated .Articles oflncorporalion of Kentucky Utilities Company, effective asofDecember 14.1993(Exhibit 3(a)to
Registration Statement filed on Form S-4 (File No. 333-173675))

Article.s of Amendment to Articles of Incorporation of Kentucky UtilitiesCompany,effective as of April 8. 2004 (Exhibit3(b)to
Registration Statement filed on Form S-4 (File No. 333-173675))

Bylaws of Kentucky UtilitiesCompany, effective as ofDecember 16.2003 (Exhibit3(c)to Registration Statement filed on Form S-
4(File No. 333-173675))

Pollution Control Facilities Loan Agreement, datedasof May 1,1973.between PPL Electric Utilities Corporation andthe Lehigh
County Industrial Development Authority (Exhibit 5(z) to Registration Statement No. 2-60834)

Amended and Restated Employee SlockOwnership Plan,dated January 12.2007 (Exhibit4(a) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 3 1. 2006)

Amendment No. 1to said Employee Stock Ownership Plan,dated July 2. 2007(Exhibit4(a) to PPL Corporation Form 10-Q Report
(File No. 1-11459) forthe quarter ended September 30. 2007)

AmendmentNo.2 to said Employee Stock OwnershipPlan, dated December 13.2007 (Exhibit 4(a)-3 to PPLCorporation Form 10-
K Report (File No. 1-11459) forthe year ended December 31. 2007)

AmendmentNo. 3 to said Employee Stock OwnershipPlan, dated August !9,2009 (Exhibit 4(a) to PPL Corporation Form 10-Q
Report (File No. I-11459) forthe quarter ended September 30. 2009)

AmendmentNo.4 to said Employee Slock OwnershipPlan, dated December2.2009 (Exhibit 4(a)-5 to PPLCorporation Form lO-K
Report (File No. 1-11459) forthe year ended December 3 1. 2009)

AmendmentNo.5 to said Employee Slock OwnershipPlan, dated November 17,2010 (Exhibit 4{b)-6 to PPLCorporation Form 10-
K Report (File No, 1-11459) forthe year ended December 3 1.2010)

Amendment No. 6 to said Employee Slock Ownership Plan, dated January 18,2012 (Exhibit 4(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) forthe quarter ended March 31. 2012)

Amendment No. 7 to said Employee Slock Ownership Plan, dated May 30,2012 (Exhibit 4(a) to PPL Corporation Form lO-Q
Report (File No. 1-11459) for the quarter ended June 30, 201 2)

Amendment No. 8 to said Employee Slock Ownership Plan, dated July 17.2012 (Exhibit 4(b) to PPLCorporation Form lO-Q
Report (File No. I-11459) forthe quarter ended June 30.201 2)

Amendment No. 9 to said Employee Stock Ownership Plan, dated December21,2012 (Exhibit 4(bF10 to PPL Corporation Form
lO-K Report (File No. I -11459) forthe year ended December 31. 2012)

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)

Amendment No. 11 to said Employee Stock Ownership Plan, dated May 11. 2015 (Exhibit 4(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended June 30. 2015)

Trust Deed constituting £ 150 million 9,25% percent Bonds due 2020. dated November 9. 1995. between South Wales Electric pic
and Bankers Trustee Company Limited (Exhibit 4(lc)to PPL Corporation Form 10-K Report (KileNo. 1-11459) for the year ended
December 31.2004)
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4(d)-l - Indenture, dated asofNovember 1.1997, among PPL Corporation. PPL Capital Pundlng. Inc. and JPMorgan Chase Bank (formerlv
TheChaseManhattanBank),as Trustee(Exhibit4.1 to PPL Corporation Form 8-KReport (File No, l-11459)dated November 12
1997)

4(d)-2 - Supplemental Indenture No. 8.dated asof .June 14.2012.to said Indenture (Exhibit 4(b)to PPL Corporation Form 8-KReport (File
No. 1-11459) dated June 14.2012)

4(d>-3 • Supplemental Indenture No. 9. dated asof October 15.2012,to saidIndenture (Exhibit 4(b)to PPL Corporation Form 8-KReport
(File No. 1-11459) dated October 15.2012)

4(d)-4 - Supplemental Indenture No. 10.dated as of May24.2013. to said Indenture (Exhibit4.2 to PPL Corporation Form 8-KReport (File
No. 1-11459) dated May 24.2013)

4(d)-5 - Supplemental Indenture No. 11.datedas of May 24.2013. to said Indenture (Exhibit4.3 to PPL Corporation Form 8-KReport (File
No. M i459)daledMay 24.2013)

4(d)-6 - Supplemental Indenture No. 12.datedas of May 24.2013. to said Indenture (Exhibit4.4 to PPL Corporation Form 8-KRepon (File
No. M 1459) dated May 24.2013)

4(d)-7 - Supplemental Indenture No. 13.dated as of March 10.2014, to said Indenture (Exhibit 4.2 to PPL Corporation Form8-KReport
(File No. 1-11459)dated Match 10.2014)

4(d)-8 - Supplemental Indenture No. 14.dated as of Match 10.2014. to said Indenture (Exhibit 4.3 to PPLCorporation Form8-KReport
(File No. 1-11459)dated March 10.2014)

4(eFl - Indenture, dated as ofMarch 16. 2001. among WPDHoldings 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
Repon (File No. 1-11459) for the year ended December 31. 2009)

4{e)-2 - Firet Supplemental Indenture constituting the creation ofS200 million 6.75% Notes due 2004. $200 million 6.875% Notes due
2007. $225 million 6.50% Notes due 2008, SI 00 million 7.25% Notes due 2017 and $300 million 7.375% Notes due 2028, dated
as of March 16.2001, to said Indenture (Exhibit 4(nF2 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 ID-Q Report
(File No. I-11459) for the quarter ended September 30. 2014)

4(f>-I - Indenture, dated as of August 1. 200). 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 of February 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(f)-3 - Supplemental Indenture No. 5. dated as ofMay 1,2005. to said Indenture (Exhibit 4(b| to PPL Electric Utilities Corporation Form
10-0 Report (File No. I-905) for the quarter ended June 30.2005)

4(f)-4 - Supplemental Indenture No. 6. dated as of December 1.2005. to said Indenture (Exhibit 4(a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. I-905) dated IX-cember 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 (FileNo. l-905)dated August 14,2007)
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4(fH

4(0-7

4(0-8

4(0-9

4(0-10

4(0-11

4(0-12

4(0-13

4(0-14

4(g)-l

4(g)-2

4(h)-l

4{h)-2

4(li>3

4(i)

I'np.i

Supplemental Indenture No. 9, dated asofOctober 1,2008,to said Indenture (Exhibit 4(c) to PPL Electric Utilities Corporation
Form8-K Report (File No. 1-905) dated October 31,2008)

Supplemental Indenture No. 10. dated asoFMay 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)

Supplemental Indenture No. 11. datedas ofJuly 1.2011, to said Indenture (Exhibit 4.1 to PPL Electric Utilities Corporation Form
8-K Report (File No. 1-905) dated July 13, 2011)

Supplemental Indenture No. 12.dated as of July 1.2011, to said Indenture (Exhibit4(a) to PPL Electric UtilitiesCorporation Form
8-K Report (File No. 1-905) dated July 18. 2011)

Supplemental Indenture No. 13.dated as ofAugust 1,2011, to said Indenture (Exhibit 4(a) to PPLElectric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 23.2011)

Supplemental Indenture No. 14.dated as of August 1.2012. to said Indenture (Exhibit 4(a) to PPLElectric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 24.2012)

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 I). 2013)

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, I -905) dated June 5.2014)

Supplemental Indenture No. 17. dated as ofOctober 1,2015, to said Indenture (Exhibit 4(c) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated Oiiober 1,2015)

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 Serv'ice.sLimited (Exhibit 4(o)-l to PPL Corporation Form 10-K Report (File
No. 1-11459) for the year ended Decembers 1.2004}

Supplement, dated May 27.2003. to said Trust Deed, constituting £50 million 5.875 percent Bonds due 2027 (Exhibit 4(o)-2 to
PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 3 1. 2004)

Pollution Control Facilities Loan Agreement, dated as ofFebruary 1.2005. between PPL Electric Utilities Corporation and the
Lehigh County Industrial Development Authority (Exhibit 10((T) to PPL Electric Utilities Corporation Form 10-K Report (File No.
I-905) for the year ended December 31.2004)

Pollution Control Facilities Loan Agreement, dated as of May I. 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)
forthc 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 Form8-K Report
(File No. I-905) dated October .t 1. 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 (CD Limited (Exhibit 4(1) to PPL Corporation Foim 10-K Report (File No.
I-11459) forihe year ended December 31,2006)
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40) - TrustDeed constituting£120million 1.541 percent Index-Linked Notesdue 2056.dated December 1,2006. between Western
Power Distribution (South West) picand HSBC Trustee (CD Limited (Exhibit 40) to PPL Corporation Form 10-K Report (File No.
1-11459) tor the year ended December 31.2006)

4(k) - Trust Deedconstituting £225 million 4.80436 percent Notesdue 2037. dated December21. 2006. between Western Power
Distribution (South Wales) picand HSBC Trustee (CI) Limited (F.xhibit 4(k)to PPL Corporation Form 10-K Report (FileNo. 1-
11459) for the year ended December 31. 2006)

4{I)-1 - Subordinated Indenture, datedas oTMarch 1,2007.between PPL Capital Funding. Inc.. PPL Ci>rporation andTheBank ofNew
Yorit.as Trustee (Exhibit 4(a) to PPL Corporation Form8-K Report (File No, 1-11459) dated March 20. 2007)

4(l)-2 - Supplemental Indenture No. 1.dated asof March 1.2007. to said Subordinated Indenture (Exhibit 4(b)to PPL Corporation Form 8-
K Report (File No. 1-11459) dated March 20. 2007)

4(l)-3 • Supplemental Indenture No. 4.dated asof March 15.2013.tosaid Subordinated Indenture (Exhibit 4(b)to PPL Corporation Form
8-K Report (File No. I -11459) dated March 15. 2013)

4(m) - Trust Deed constituting £200 million 5.75 percent Notes due 2040. dated March 23. 2010. between Westem Power Distribution
(South Wales)pic and HSBCCorporate Trustee Company (UK)Limited(Exhibit 4(a) to PPLCorporation Form i0-Q Report (File
No. 1-11459) for the quarter ended March 31.2010)

4(n) - Trust Deed constituting £200 million 5.75 percent Notes due 2040. dated March 23.2010. between Westem Power Distribution
(South West)pic and HSBCCorporate TrusteeCompany (UK)Limited (Exhibit 4(b) to PPLCorporation Form 10-QReport (File
No. I-11459) for the quarter ended March 31.2010)

4(oFl - Indenture, dated as ofOctober I. 2010. between Kentucky Utilities Company and The Bank ofNew York Mellon, as Trustee
(Exhibit 4(qFl to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended Deccmber31. 2010)

4(oF2 - Supplemental Indenture No. 1.dated as of October 15. 2010. to said Indenture (Exhibit 4(q)-2 to PPL Corporation Form 10-K
Report (File No. I -11459) for the year ended December 31.2010)

4(o)-3 • Supplemental Indenture No. 2. dated as ofNovember 1.2010. to said Indenture (Exhibit 4(qF3 to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 3 1. 2010)

4(oH - Supplemental Indenture No. 3. dated as ofNovember 1.2013. to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Report
(File No. 1-11459) dated November 13.2013)

4(o>-5 - Supplemental Indenture No, 4. dated as of September 1.2015. to said Indenture (Exhibit 4(b) to Kentucky Utilities Company Form
8-K Report (File No. l-3464)daied Scpiembcr28.2015)

4(pFl - Indenture, dated as ofOctober t. 20! 0. between Louisville Gas and Electric Company and The Bank ofNew Yotic Mellon, as
Trustee (Exhibit 4(r)-l to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31.2010)

4(p>-2 - Supplemental Indenture No. I. dated as ofOctober 15.2010, to said Indenture (Exhibit 4(r)-2 to PPL Corporation Form 10-K Report
(File No. I -I 1459) for the year ended December 3!. 2010)

4(p)-3 - 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-i 1459) for the year ended Decembers 1.20! 0)

4(p)-4 - 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)datedNovember 13,2013)
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4(p)-5 - Supplemental Indenture No. 4. dated as ofSeptembcr 1.2015. to said Indenture (Exhibit 4(a) to Louisville Gasand Electric
Company Form 8-KReport (File No. 1-2893(dated Septcmber28.20l5)

- Indenture,dated as ofNovember 1.2010. between LG&Eand KU Energy LLCand The Bank of NewYorkMellon, as Trustee
(Exhibit 4(s)-l to PPLCorporation Form 10-KReport (File No. 1-11459) forthe year ended December31.2010)

4(q)-2 - Supplemental Indenture No, 1.dated asofNovember 1.2010. to said Indenture (Exhibit 4(s)-2 to PPL Corporation Form lO-K
Report (File No. 1-11459) for the year ended December 3 1.2010)

4(q)-3 - Supplemental Indenture No, 2.dated asofSeptembcr 1.2011.to saidIndenture (Exhibit 4(a)to PPL Corporation Form 8-K Report
(File No. I-11459) dated September 30.2011)

4(r)-l - 2002 Scries ACarroll County Loan Agreement, dated February 1.2002. by and between Kentucky UtilitiesCompany, and County
ofCarroll, Kentucky (Exhibit 4(w)-l to PPLCorporation Form 10-K Report (File No. 1-11459) for the vcar ended December 3 I.
2010)

4(r)-2 - Amendment No. I dated as ofSeptembcr 1.2010 to said LoanAgreement by and between Kentucky UtilitiesCompany, and
County ofCarroll, Kentucky (Exhibit 4(w)-2 to PPLCorporation Form 10-KReport (File No, 1-11459) for the year ended December
31.2010)

4(s)-l - 2002 Series BCarroll County Loan Agreement, dated February 1,2002, byand between Kentucky Utilities Company, and County
ofCarroll, Kentucky (Exhibit 4(x)-l to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December3l.
20)0)

4(s)-2 - Amendment No, 1 dated as of September I, 2010, to said Loan Agreementby and between Kentucky Utilities Company, and
County ofCarroll. Kentucky (Exhibit 4(x)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the vear ended December
31.2010)

4(l)-l - 2002 Series C Carroll County Loan Agreement, dated July 1.2002. by and between Kentucky Utilities Company, and County of
Carroll. Kentucky (Exhibit 4(y)-l to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 3 1.2010)

4(i)-2 - Amendment No, I dated as of September 1,2010. to said Loan Agreement by and between Kentucky Utilities Company, and
County ofCarroll. Kentucky (Exhibit 4{y)-2 to PPL Corporation Form 10-KReport (File No. 1-11459) for the year ended December
31.2010)

4(u)-l - 2004 Series A Carroll County Loan Agreement, dated October 1.2004 and amended and restated as ofSeptembcr 1. 2008. by and
between Kentucky Utilities Company, and County ofCarroll. Kentucky (Exhibit 4(z)-l to PPL Coiporation Form 10-K Report (File
No. 1-11459) for the year ended December 31. 2010)

4(u)-2 - Amendment No. 1 dated as ofSeptembcr 1.2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County ofCarroll. Kentucky (Exhibit 4(z)-2 to PPL Corporation Form 10-K Report (File No, 1-11459) for the vear ended December
31.2010)

4(v>-l - 2006 Series B Carroll County Loan Agreement, dated October 1.2006 and amended and restated September 1.2008, by and
between Kentucky Utilities Company, and County ofCarroll. Kentucky (Exhibit 4(aa)-l to PPL Corporation Form 10-K Report
(File No. I -11459) for the year ended December 31.2010)

4(v)-2 - Amendment No. I dated as of September 1.2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County ofCarroll. Kentucky (Exhibit 4(aa)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31,2010)
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4(w)-l

4{\v)-2

4(x)-l

4(x)-2

4(y)-l

4{yh2

4(z)-l

2007Scries ACairoll County Loan Agreement, dated March 1,2007.by andbetween Kentucky Utilities Company andCounty of
CafTOii. Kentucky (Exhibit4(bb>-l to PPL Corporation Form lO-K Report(FileNo. 1-11459) forthe yearended December 31.
2010)

Amendment No. 1dated September 1.2010. to said LoanAgreement by and between Kentucky UtilitiesCompany, and County of
Carroll, Kentucky (Exhibit 4(bb)-2 to PPLCorporation Form 10-KReport (File No. I-11459) forthe year ended December31,
2010)

2008 SeriesA Carroll County Loan Agreement,dated August 1,2008 by and between Kentucky Utilities Company, and County of
Carroll. Kentucky (Exhibit 4(cc)-l to PPL Corporation Form 10-KReport (File No. 1-11459) forthe year ended December31. 2010)

Amendment No. I dated September 1.2010. to said Loan Agreementby and between Kentucky Utilities Company, and County of
Carroll. Kentucky (Exhibit 4(cc)-2 to PPL Corporation Fomi 10-KReport (File No. I-11459) forthe year ended December31. 2010)

2000 SeriesA MercerCounty 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>-l to PPLCorporation Form 10-KReport
(File No. 1-11459) for the year ended December 31.2010)

Amendment No. 1 dated September 1.2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Mercer. Kentucky (Exhibit 4(dd)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 3).
2010)

2002 Series A Mercer County Loan Agreement, dated February 1.2002. by and between Kentucky Utilities Company, and County
of Mercer. Kentucky (Exhibit 4(cc)-l to PPL Corporation Form 10-K Report (File No. 1-11459) forthe year ended December 31.
2010)

4(z)-2 - Amendment No. I dated September 1. 2010. to said Loan Agreement by and between Kentucky Utilities Company, and County of
Mercer. Kentucky (Exhibit 4(ee>-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31. 2010)

4(aa)-l - 2002 Scries A Muhlenberg County Loan Agreement, dated February 1. 2002. by and between Kentucky Utilities Company, and
County of Muhlenberg. Kentucky (Exhibit 4{fF)-l to PPL Corporation Form 10-K Report (File No. 1-11459) forthe year ended
December 31.20 ID)

4(aa)-2 - Amendment No. 1 dated September 1. 2010. to said Loan Agreement by and between Kentucky Utilities Company, and County of
Muhlenberg. Kentucky (Exhibit 4(fT)-2 to PPL Corporation Fomt 10-K Report (File No. 1-11459) for the year ended December 31.
2010)

4(bb)-l - 2007 Scries ATrimble County Loan Agreement,dated March 1.2007. by and between Kentucky Utilities Company, and County of
Trimble. Kentucky (Exhibit 4(gg)-l to PPL Corporation Fomi 10-K Report (File No. 1-11459) forthe year ended December31.
2010)

4(bb)-2 - AmendmentNo. 1 dated September i. 2010, to said Loan .Agreement by and between Kentucky Utilities Company, and County of
Tnmbie. Kentucky (Exhibit 4(gg)-2 to PPL Corporation Form lO-K Report (File No. 1-11459) forthe year ended December 31.
2010)

4(cc)-l - 2000 Scries A Louisville/Jefferson County Metro (jovemment Loan Agreement, dated May 1.2000 and amended and restated as of
September 1.2008. by and between Louisville Gas and Electric Company, and Louisville Jefferson County Metro Government.
Kentucky (Exhibit 4(hhFI to PPL Corporation Form 10-K Report (File No. 1-11459) forthe year ended December 3 I. 2010)

4(cc)-2 - Amendment No. 1 dated September 1.2010. to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jelferson 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)
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4(cc>-3

4{dd)-l

4(dd)-2

4(ee)-l

4(cc)-2

4(ft>l

4(fTV2

4(gg>-l

4(gg)-2

4(hh)-l

4(hh)-2

4(ii)-l

4(ii)-2

I'.m

Aitiendment No. 2 dated asofOctober 1,2011. tosaid Loan Agreement byand between Louisville Gas and Electric Company, and
Louisvilie/Jefrerson County Metro Government. Kentucky (Exhibit 4(ee>-3 to Louisville Gas and Electric Company Form lO-K
Report (File No. 1-2893) for the year ended December 31. 2011)

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)-I to PPL Corporation Fonn 10-K Report (FileNo. I-11459) for the yearendedDecember
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{ii)-2 to PPL Corporation Form lO-K Report (File No. I-I 1459) for theyearendedDecember
31.2010)

2001 Series AJefferson County Loan Agreement, dated November 1, 2001.byand between Louisville Gas and Electric Company,
and Jefferson County. Kentucky (Exhibit4(jj)-l to PPL Corporation Form 10-K Report (FileNo. 1-11459) forthe yearended
December 31, 2010)

Amendment No. 1dated September 1,2010. to said Loan Agreement by and between LouisvilleGasand Electric Company, and
Jefferson County, Kentucky (Exhibit4(jj)-2 to PPL Corporation Fomt 10-K Report (File No. 1-11459) forlhe yearended December
31,2010)

2001 Series B Jefferson County LoanAgreement, dated November 1,2001. by and between LouisvilleGasand ElectricCompany,
and Jefferson County, Kentucky (Exhibit 4(kk)-i to PPLCorporation Form 10-KReport (File No. 1-11459) for the year ended
December 31,2010)

Amendment No. 1dated September 1.2010, to said Loan Agreementby and between Louisville Gasand Electric Company, and
Jefferson County, Kentucky (Exhibit4(kk)-2 to PPL Corporation Form i0-KReport (FileNo. 1-11459) forthe yearended
December 31.2010)

2003 Scries A Louisville/Jefferson County Metro Government Loan Agreement.dated October 1.2003, by and between Louisville
Gasand ElectricCompany and Loui.sville/Jefferson County Metro Government,Kentucky (Exhibit 4(11)-1 to PPL Corporation
Form 10-K Report (File No. 1-11459) forlhe year ended December 31, 2010)

AmendmentNo. I dated September 1.2010, to said Loan .Agreement by and between Louisville Gasand Electric Company, and
Louisvtlle/Jefferson County Metro Government, Kentucky (Exhibit 4(ll)-2 to PPL Corporation Form 10-K Report (File No, 1-
11459) for the year ended December} 1. 2010)

2005 Series .A Louisville/Jefferson County MetroGovernment Loan Agreement,dated February 1.2005 and amended and restated
as of September 1. 2008. by and between Louisville Gas and Electric Company, and Louisville/Jefferson County Metro
Ciovemmeni. Kentucky (Exhibit 4(mm)-I to PPL Corporation Fonn 10-K Report (Pile No, 1-11459) forlhe year ended December
31.2010)

Amendment No, 1 dated September 1. 2010. to said Loan .Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Government. Kentucky (Exhibit 4(mm)-2 to PPL Corporalion Form 10-K Report (File No. 1-
11459) for the year ended December 3 1.2010)

2007 Series A Louisville. Jefferson County Metro Government Loan Agreement, dated as ofMarch 1. 2007 and amended and
restated as ofScptember 1.2008, by and between Louisville Gasand Electric Company, and LouisvillcJetferson County Metro
Government. Kentucky (Exhibit 4(nn)-l to PPL Corporation Form 10-K Report (File No. 1-11459) forlhe year ended Decembcr3l.
2010)

Amendment No, I dated September 1,2010, to said Loan Agreementby and between Louisville Gasand Electric Company, and
Louisville/Jefferson County Metro Govcmment. Kentucky (Exhibit 4(nn)-2 to PPL Corporation Form 10-KReport (File No. I-
11459) for the year ended December 31. 2010)

251

Tht \nformaiieneonlamee heiaii maynot becapiad.ait^lBdor aislnDutedana it 'lor worianltil to be accurate,wmiilete or timely Theuna assumes allrtsks lor any aamagaiiai lefAc^arisaigfrnm any use ol this liiloniiallan.
excopt to Ihoontont such damagosor l<vssi)»cannot hvlimiteaoi arduaoa by apphtable law Past Unarycialparlorjnance ts no guaraiiieo ul tiiiun-mulls



Table ol'C'utiients

40j)

4(kk).|

4(kk>-2

4(11)-1

4(ll)-2

4(mm)-l

4(ram)-2

4(nn)-l

4(nn)-2

4(ooFl

4(oo)-2

*4(00)

4(qq)-l
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2007Series B Louisville/Jefrerson County Metro Government Amended and Restated Loan Agreement, datedNovember 1.2010.
by and between Louisville Gasand Electric Company and Louisvillc/Jellerson County Metro Government. Kentucky (Exhibit
4(00) to PPL Coiporation Form 10-K Report (File No. 1-11459) forthe yearended December 31. 2010)

2000Scries ATrimble County Loan Agreement, dated August 1.2000.by andbetween Louisville Gas andElectric Company, and
County of Trimble, Kentucky (Exhibit 4(pp)-l to PPL Corporation Form 10-K Report (FileNo. 1-11459) for the yearended
December .31.2010)

Amendment No. 1dated September 1.2010. to said Loan .Agreement by and between Louisville Gasand Electric Company, and
County ofTrimble, Kentucky (Exhibit4(pp)-2 to PPL Corporation Fomi 10-K Report(FileNo. 1-11459) forthe yearended
December 3 1,2010)

2001 Scries ATrimble County LoanAgreement, dated November 1.2001,by and between LouisvilleGasand Electric Company,
and County ofTrimble. Kentucky (Exhibit 4(qq)-i to PPLCorporation Form 10-KReport (File No. I-! 1459) for the year ended
December 31.2010)

Amendment No. 1dated September 1.2010. to said Loan.Agreement by and between LouisvilleGasand Electric Company, and the
County ofTrimble. Kentucky (Exhibit 4(qq)-2 to PPLCorporation Form 10-KReport (File No. 1-11459) forthe year ended
December 31.2010)

2001 ScriesB Trimble County LoanAgreement, dated November 1.2001. by and between LouisvilleGasand Electric Company,
and County ofTrimble. Kentucky (Exhibit 4(rr>-l to PPL Corporation Form 10-K Report (File No. I-11459) for the year ended
December 31.2010)

Amendment No. I dated September 1.2010, to said Loan .Agreement by and between Louisville Gasand Electric Company, and
County ofTrimble. Kentucky (Exhibit 4(rr)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31,2010)

2002 Scries A Trimble County Loan Agreement, dated July 1.2002. by and between Louisville Gas and Electric Company, and
County ofTrimble. Kentucky (Exhibit 4(ss)-l to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 3 1.2010)

Amendment No. 1 dated September 1. 2010. to said Loan Agreement by and between Louisville Gas and Electric Company, and
County ofTrimble, Kentucky (Exhibit 4(ssF2 to PPLCorporation Form 10-KReport (File No. 1-11459) forthe year ended
December 31.2010)

2007 Series A Trimble County Loan Agreement, dated March I. 2007, by and between Louisville (jasand Electric Company, and
County ofTrimble. Kentucky (Exhibit 4(tt)-l to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December.! 1.2010)

Amendment No. 1 dated September 1. 2010, to said Loan Agreement by and between Louisvi lie Gas and Electric Company, and
County ofTrimble. Kentucky (Exhibit 4(tt)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31.2010)

Trust Deed, dated November 26. 2010. between Central Networks East pic and Central Networks West pic. the Issuers, and Deutsche
Trustee Company Limited relating to Central Networks East pic and Central Networii West pic £3 billion Euro Medium Term Note
Programme

Indenture, dated April 21.2011, between PPL W'EM Holdings PLC, as Issuer, and The Bank of New York Mellon. asTru.siee
(Exhibit 10.2 to PPL Corporation Form8-K Report (File No. 1-11459) dated April 21.2011)

Supplemental Indenture No. 1. dated April 21. 2011. to said Indenture (Exhibit 10.3 to PPL Corporation Form 8-K Report (File No.
l-n459)datcd April2l.201 I)
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4(rr)-l

4(it)-2

4(ss)

10(a)

10(b)

!0(c)-l

10(d)

10(e)-1

IO(e)-2

IO(e)-3

Second Supplemental Indenture, dated asofOctober30.20l4.to said Indenture (Exhibit 4(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarter ended September 30,2014)

Trust Deed, dated April 27, 20II. by and among Western Power Distribution (East Midlands) pic and Westem Power Distribution
(West Midlands) pic. as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (E.\hibil4,l to PPL
Corporation Fonn 8-K Report (File No. 1-11459) dated May 17.2011)

Amendedand Restated Trust Deed,dated September 10,201 3. by and among Westem PowerDistribution (East Midlands) pic.
Westem Power Distribution (West Midlands) pic. Westem Power Distribution (South West) pic and Westem Power Distribution
(South Wales) pic as Issuers,and HSBCCorporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1 to PPLCorporation
Form 8-K Report (File No. 1-11459) dated (3ctober 18. 2013)

Trust Deed constituting £500 million 3.625% Senior Unsecured Notes due 2023. dated November 6.2015. by and among Western
Power Distribution pic as Issuer, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1) to PPL
Corporation Form 8-KRepon (File No. 1-! 1459) dated November6. 2015)

S75 million Revolving Credit Agreement, dated as ofOctober 30. 201 3. 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. Firth Third Bank, as Syndication Agent, and Central Bank & Trust
Company, as Documentation .Agent (Exhibit 10(ii) to PPL Corporation Form 10-K Report (File No. I -11459) for the year ended
December.! 1,2013)

S300 million Revolving Credit Agreement, dated as ofNovember 12.2013. among PPL Capital Funding, inc., as borrower. PPL
Corporation, as Guarantor, the Lenders parly thereofand PNC Bank National Association, as Administrative Agent, and
Manufactures and Traders Trust as Syndication Agent (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated
November 13. 2013)

SI 50 million Revolving Credit Agreement, dated as of March 26.2014, among PPL Capital Funding. Inc.. as Borrower. PPL
Corporation, as Guarantor and The Bank ofNova Scotia, as Administrative Agent, issuing Lender and Lender (Exhibit 10.1 to PPL
Corporation Form 8-KRepon (File No, 1-11459)dated April 1.2014)

First Amendment to said Revolving Credit Agreement, dated as of March 17.2015

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 10.1 to PPL Energy Supply. LLC Form 8-K
Report (File No. 1-32944) dated June 12.2014)

S300 million Amended and Restated Revolving Credit .Agreement, dated as ofJuly 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 Swing!ine Lender (Exhibit 10(e) to PPL Electric Utilities Corporation Form 10-0 Report
(File No. 1-905) for the quarter ended June 30, 2014)

Notice of Automatic Extension, dated as ofSeptember 29.2014. to said Amended and Restated Credit Agreement (Exhibit 10(b) to
PPL Electric Utilities Corporation Form 10-Q Report (File No. I-905) for the quarter ended September 30.2014)

Amendment No. 1 to said Credit .Agreement, dated as ofJanuary 29.2016 (Exhibit 10.2 to PPL Corporation Form 8-K Report (File
No. I-11459) dated February 3.2016)
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10(0-1 - $300million Revolving Credit Agreement, datedas ofJuly 28.2014.among PPL Capital Funding, Inc.. as the Borrower, PPL
Corporation, astheGuarantor, the Lenders from time to timeparly thereto and Wells Fargo Bank, National Association, as
Administrative Agent. Issuing Lender and Swingline Lender (Fxhibit tO(d) to PPL Corporation Fonm lO-Q Report (File No. 1-
11459) Ibrthe quarter ended June 30. 3014)

I0(f)-2 - Amendment No, 1tosaid Credit Agreement, dated asofJanuary 29,2016(Exhibit 10.1 to PPL Corporation Form 8-K Report (File
No. 1-11459)dated February 3.2016)

10(g)-l - S400million Amended and Restated Revolving Credit Agreement, dated as ofJuly28. 2014,among Kentucky Utilities Company,
asthe Borrower, the Lenders from time to time party thereto and Wells Fargo Bank. National Association, asAdministrative Agent,
Issuing Lenderand Swingline Lender(Exhibit 10(f) to PPL Corporation Form 10-QReport (FileNo. 1-11459) forthe quarterended
June 30,2014)

tO(g)-2 • Amendment No. 1to saidCredit Agreement, datedasofJanuary 29,2016 (Exhibit 10.4 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated February 3.2016)

I0(h)-1 - S500million Amended and Restated RevolvingCreditAgreement, dated as of July 28.2014, amongLouisvilleGasand Electric
Company, as the Borrower, the Lenders from time to time party thereto and Wells FargoBank, National Association, as
AdministrativeAgent, Issuing Lenderand Swingline Lender (Exhibit 10(g)to PPLCorporation Form IO-Q Report (File No. 1-
11459) Ibrthe quarter ended June .10. 2014)

10(hF2 - Amendment No. I to saidCredit Agreement, dated as of January 29. 2016 (Exhibit 10.3 to PPL Corporation Form 8-KReport (File
No. 1-11459) dated February 3.2016)

10(1) • Amendment and Restatement Agreement, dated July 29.2014. between Westem Power Distribution (SouthWest) pic and the banks
party thereto, as Bookninners 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 million Mullicurrency Revolving Credit Facility .Agreement originally
dated January 12. 2012 (Exhibit 10(h) to PPL Corporation Form IO-Q Report (File No. 1-11459) for the quarter ended June 30,
2014)

IO(j) - Amendment and Restatement Agreement, dated July 29,2014. between Westem PowerDistribution (East Midlands)pic and the
banks party thereto, as Bookrunncrs and Mandated Lead Arrangers, HSBC Bank pic and Mizuho Bank Ltd., as Joint Coordinators,
and Bank of AmericaMerrill Lynch International Limited, as Facility Agent, relating to the £300 million Multicurrency Revolving
Credit Facility Agreement originally dated April 4. 20! 1(Exhibit 10(i) to PPLCorporation Form IO-QReport (File No. 1-11459) for
the quarter ended June 30. 2014)

I0(k) - Amendment and RestatementAgreement,dated July 29.2014, between Westem PowerDistribution (WestMidlands) pic and the
banks party thereto, as Bookmnners 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 million Multicurrency Revolving
Credit Facility Agreement originally dated April 4. 20! 1(Exhibit 10(j) to PPLCorporation Fomi 10-Q Report (File No. 1-11459) for
the quarter ended June 30.2014)

10(1) - $65 million Revolving Credit .Agreement, dated asofAugust 20. 2014, among PPLCapital Funding. Inc..as the Borrower,PPL
Corporation,as the Guarantor,the Lenders fromlime to time party thereto and Canadian Imperial Bank of Commerce,NewYork
Branch, as Administrative Agent and Issuing Lender (Exhibit 10(a) to PPL Corporation Form IO-QReport (File No. 1-11459) for
the quarter ended September 30. 2014)

IO(m) - $198,309,583.05 Letter of Credit .Agreement dated as of October 1.2014 among Kentucky Utilities Company, as the Borrower, the
Lenders fromtime to time party hereto and The Bank ofTokyo-Mitsubishi UFJ.Ltd.. New York Branch, as Administrative Agent
(Exhibit 10.1 to Kentucky Utilities Company Form 8-K Report (File No, l-3464)daied Octobcr2,2014)
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I0(n) - £210 million Multicurrency Revolving Credit Facility Agreement, dated January 13 2016, among Westcm Power Distribution pic
and HSBC Bank PLC and Mizuho Bank. Ltd. asJoint Coordinators and Bookrunners. Mizuho Bank. Ltd. asFacility Agent and the
otherbanks party thereto as Mandated Lead Arrangers (Exhibit 10.1 to PPL Corporation Form 8-KReport (File No. 1-11459) dated
January 19.2016)

[_]10(o)-l - Amended and Restated Direclon> Deferred Compensation Plan, dated June 12.2000 (Exhibit 10(h) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31. 2000)

[_]10(o)-2 - Amendment No. I tosaid Directors Deferred Compensation Plan, dated December 18. 2002 (Exhibit I0(m>-1 to PPL Corporation
Form 10-K Report (Tile No. 1-11459) for the year ended December .11.2002)

I_]I0(o)-3 - 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 3 1. 2003)

I_]10(o)-4 - Amendment No. 3 to said Directors Deferred Compensation Plan, datedas ofJanuary 1.2005 (Exhibit 10(cc>4 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 3 1. 2005)

I_]I0(o)-5 - Amendment No. 4 to saidDirectors Deferred Compensation Plan, datedas of May 1.2008 (Exhibit 10(x)-5 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 3 1, 2008)

L]10(o)-6 - Amendmenl No. 5 to said Directors Deferred Compensation Plan,dated May28.2010 (Exhibit 10(a)to PPL Coiporation Form 10-Q
Report (File No. 1-11459) for the quarter ended June 30. 2010)

(_]10(o)-7 - Amendmenl No. 6 to saidDirectors Deferred Compensation Plan, dated as ofApril 15, 2015(Exhibit 10(b) to PPL Corporation
Form 10-0 Report (File No. 1-11459) forthc quarter ended March 3 1.2015)

L][0(p>-1 - PPL Corporation Directors Deferred Compensation Plan Trust Agreement, dated asof April 1,2001,between PPL Corporation and
Wachovia Bank. N.A. (as successor to First Union National Bank), as Trustee (Exhibit 10(hh)-l to PPLCorporation Form 10-K
Report (File No. 1-11459) for the year ended Deccmber3 1.201 2)

LJl 0(P)-2 - PPL OlEcers Deferred Compensation Plan.PPL Supplemental ExecutiveRetirement Plan and PPL Supplemental Compen.sation
Pension Plan Trust Agreement, daled as ofApril 1.2001, between PPL Corporation and Wachovia Bank. N.A.(as successor to First
Union National Bank),as Trustee (Exhibit 10(hh)-2 to PPLCorporation Form 10-KReport (File No. I-11459) forthe year ended
December 3 I. 2012)

(_]IO(p)-3 - PPL Revocable Employee Nonqualified Plans TrustAgreement, daled as of March 20. 2007.between PPL Corporation and
Wachovia Bank. N.A..as Trustee (Exhibit 10(c) to PPL Corporation Form i0-0 Report (File No. 1-1149) forthe quanerended
March 31.2007)

Ljl 0(p)-4 - PPL EmployeeChange in Control AgreementsTrust Agreement,dated as of March20.2007. between PPLCorporation and
Wachovia Bank. N.A.. as Trustee (Exhibit 10(d)to PPLCorporation Form lO-QReport (File No. I-I 1459) forthe quarter ended
.March 31.2007)

L]'0(P)"5 • PPLRevocable DirectorNonqualified Plans Trust Agreement,dated as of March 20.2007. between PPLCorporation and Wachovia
Bank. N.A.,as Trustee (Exhibit 10(e)to PPL Corporation Form 10-QReport (FileNo. 1-11459) forthe quarter ended March 31,
2007)

(_JlO(q)-l - Amended and Restated OfficersDeferred Compensation Plan, dated Decembers, 2003 (Exhibit 10(r)to PPLCorporation Form 10-
K Report (File No. 1-11459) forthe year ended December31.2003)
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Amendment No. I to said Officers Deferred Compensation Plan,dated asofJanuaiy 1.2005 (Exhibit tO(ee)-l to PPL Corporation
Fomi 10-K Report (File No. l-11459) for the year ended December 31.2005)

Amendment No.2 to saidOfficers Deferred Compensation Plan,dated as of January22.2007 (Exhibit 10(bb)-3 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

Amendment No. 3 to said Officers Deferred Compensation Plan,datedas of June 1.2008 (Exhibit lOfzM to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December.! 1.2008)

Amendment No. 4 tosaidOlFicers Deferred Compensation Plan, dated asof February 15. 2012(Exhibit 10(fr)-5 to PPL Corporation
Form 10-K Report (File No. 1-11459) for the year ended Deccmber31.2011)

Amendment No. 5 to said ExecutiveDeferred Compensation Plan,dated as of May8. 2014 (Exhibit 10(a)to PPL Corporation Form
lO-OReport (File No. I-11459) for the quarter ended June 30. 2014)

Amendment No. 6 to said Executive Deferred Compensation Plan, dated as ofDecember 16.2015

Amended and Restated Supplemental ExecutiveRetirement Plan,dated December 8. 2003 (Exhibit 10(s) to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31,2003)

Amendment No, 1to said Supplemental ExecutiveRetirement Plan,dated December 16.2004 (Exhibit99.1 to PPL Corporation
Form 8-K Report (File No. 1-11459) dated December 17.2004)

Amendment No.2 to said Supplemental Executive Retirement Plan,dated as of January 1.2005 (Exhibit 10(fT)-3 to PPL
Corporation Fomi 10-K Report (File I-11459) for the year ended December.! 1. 2005)

Amendment No. 3 to said Supplemental Executive Retirement Plan, dated as of January 22.2007 (Exhibit IO(cc)-4to PPL
Corporation Form lO-KReport (File No. 1-11459) for the year ended Decembcr31. 2006)

Amendment No. 4 to said Supplemental Executive Retirement Plan, dated as ofDecember9. 2008 (Exhibit I0(aa)-5 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 3 1. 2008)

AmendmentNo.5 to said Supplemental Executive Retirement Plan,dated asofFebmary 15.2012 (Exhibit 10(gg)-6to PPL
Corporation Form 10-K Report (File No. I-11459) for the year ended December 31. 2011)

Amendedand Restated Incentive Compensation Plan.cfTeclive January 1,2003 (Exhibit IO(p) to PPLCoiporation Form 10-K
Report (File No. 1-11459) for the year ended December 31.2002)

AmendmentNo. I to said Incentive Compensation Plan,dated as of January 1.2005 (Exhibit 10(gg)-2 to PPLCorporation Form
10-K Repon (File 1-11459) for the year ended December 31. 2005)

Amendment No. 2 to said Incentive Compensation Plan, dated a.s ofJanuary 26. 2007 (Exhibit 10(dd)-3 to PPL Corporation Form
10-K Report (File No. I -11459) for the year ended December.! 1.2006)

Amendment No. 3 to said bicentive Compensation Plan, dated as of March 21, 2007 (Exhibit 10(0 to PPL Corporation Form lO-Q
Report (File No. 1-11459) for the quarter ended March 31. 2007)
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Amendment No.4 to said Incentive Compensation Plan. efTective December 1.2007 (Exhibit 10(a)to PPLCorporation Form 10-Q
Report (File No. l-11459) for the quarter ended September 30,2008)

Amendment No. 5 to said Incentive Compensation Plan, dated as of December 16.2008 (Exhibit 10(bb)-6 to PPL Corporation Form
lO-K Report (File I-l 1459) for the year ended Dcccmber31. 2008)

Form ofSlock Option Agreement for stock option awards under the Incentive Compensation Plan (Exhibit 10(a) to PPL
Corporation Form 8-K Report (File No. 1-11459) dated February 1,2006)

Form ofRestricted Stock Unit Agreement for restricted stock unit awards under the Incentive Compensation Plan (Exhibit 10(b) to
PPL Corporation Form 8-K Report (File No. 1-11459) dated February 1.2006)

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) forlhe year ended December 3 I. 2007)

Amended and Restated Incentive Compensation Plan for Key Employees, effective January 1. 2003 (Schedule B to Proxy
Statement of PPL Corporation, dated March 17.2003)

Amendment No. 1 to said Incentive Compensation Plan for Key Employees, dated as ofJanuary 1,2005 (Exhibit (bh)-1 to PPL
Corpoiation Form 10-K Report (File 1-11459) for the year ended December 31.2005)

Amendment No, 2 to said Incentive Compensation Plan for Key Employees, dated as ofJanuary 26.2007 (Exhibit IO(ee)-3 to PPL
Corporation Form lO-KReport (File No. 1-11459) for the year ended December 31. 2006)

Amendment No. 3 to said Incentive Compensation Plan for Key Employees, dated as of March 21,2007 (Exhibit IO(q)to PPL
Corporation Fomi lO-QReport (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 lO(cc)-5 to
PPL Corporation Form i 0-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 lO-QRepon (File No. 1-11459) for the quarter ended March 31.2011)

Shotl-lemi Incentive Plan (Schedule A to Pn>xy Statement of PPL Corporation, dated .April6. 2011)

Employment letter, dated May 31.2006. between PPL Serxices Corporation and William H. Spence (Exhibit 10(pp) to PPL
Corporation Form 10-K Report (File No. 1-11459) forlhe year ended December 31. 2006)

Form ofRetention Agreement entered into between PPL Corporation and Gregory N. Dudkin (Exhibit 10(h) to PPL Corporation
Form IO-Q Report (File No. 1-11459) for the quarter ended March 31.2007)

FormofSeverance Agreement enteied into between PPL Corporation and William H, Spence (Exhibit 10(i) to PPL Corporation
Form IO-QReport (File No. 1-11459) for the quarter ended March 31.2007)

Amendment to said Severance .Agreement (Exhibit iO(a) to PPL Corporation Form IO-Q Report (File No. 1-11459) for the quarter
ended June 30. 2009)
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• Form ofChange in Control Severance Protection Agreement entered into between PPL Corporation and Gregor> N. Dudkin. Joanne
H-Raphael, Vincent Sorgi and Victor A. Staflleri (Exhibit 10(b) to PPL Corporation Form 10-0 Report (File No. 1-11459) for the
quarter ended March 31.2012)

- PPL Corporation 2012 Stock Incentive Plan (Annex A to Pntxy Statement of PPL Corporation, dated April 3, 2012)

- Form of Performance Unit Agreement for performance unit awards under the Stock Incentive Plan (Exhibit IO(tt)-2 to PPL
Corporation Form 10-K Report (File No, 1-11459) for the year ended Decemher31, 2012)

- Form of Perlormance Contingent Restricted Stock Unit Agreement for restricted stock unit awards under the Stock Incentive Plan
(Exhibit 10(it)-3 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,2012)

- Form ofNonqualified Stock Option Agreement for slock option awards under the Stock Incentive Plan (Exhibit lO(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, elTective as ofJuly 26.2012 (Exhibit 10(d) to PPL Corporation Form lO-Q Report (File
No. 1-11459) for the quarter ended June 30. 2012)

- Form of Western Power Distribution Phantom Stock Cation Award Agreement for stock option awards under the Western Power
Distribution Long-Temt Incentive Plan

- Phantom Stock (!)ption .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

- Ser\ ice Agreement (including Change in Control .Agreement as Exhibit A), dated March 16.2015. between Western Power
Distribution (South West) pic and Robert A. Symons (Exhibit 10(a) to PPL Corporation Form 10-(^ Report (File No. 1-11459) for
the quarter ended March 31.2015)

- Form of Retention Agreement, dated May 6.2015. among PPL Corporation. PPL Services Corporation and Robert J. Grey (Exhibit
99.1 to PPL Corporation Form 8-K Report (File No. l-11459) dated May 7.2015)

- Form ofGrant Letter dated May 29. 2015 (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated June I,
2015)

- PPL Corporation and Subsidiaries Computation ofRatio of Earnings to Combined Fixed Charges and Preferred Stock Dividends

- PPL Electric Utilities Corporation and Subsidiaries Computation ofRatio of Earnings to Combined Fixed Charges and Preferred
Stock Dividends

• LGiScE and KUEnergy LLC and Subsidiaries Compulation ofRatio of Earnings to Fixed Charges

• Louisville Gas and Electric Company Computation ofRatio of Earnings to Fixed Charges

- Kentucky Utilities Company Computation ofRatio of Earnings to Fixed Charges

- Subsidiaries of PPL Corporation
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This Trust Deed is made on 26 November 2010 between:

(1) CENTRAL NETWORKS EASTPLC and CENTRAL NETWORKS WEST PLC (eachan "Issuer"and togetherthe "Issuers") and

(2) DEUTSCHE TRUSTEE COMPANY LIMITED(the"NoteTrustee",which expression, where thecontext soadmits, includes any othertrustee or
the trustees for the time being of this Trust Deed).

(A) TheIssuers propose to issue from time to time euro medium term notes inanaggregate nominal amount outstanding at any onetime notexceeding
theProgramme Limit inaccordance with theDealer Agreement (the "Programme") andto beconstituted under thisTrust Deed. Notes issued byeach
Issuerare obligations solely of that Issuer(the "Relevant Issuer") and are without any recoursewhatsoever to the other Issuer.

(B) TheNoteTrusteehas agreedto act as trusteeofthis TrustDeedon the following termsand conditions.

This deed witnesses and it is declared as follows:

1 Interpretation

1.1 Definitions: In this Trust Deed:

"Agency Agreement" means theagency agreement relating to the Programme dated26 November 2010between the Issuers, theNoteTrustee, the Issuing
and Paying Agent and the other agents mentioned in it;

"Agents" means the Issuing andPaying Agent, the Paying Agents, the Calculation Agent, the Registrar, theTransfer Agents or anyofthem;

"Bearer Note" means a Notethat is in bearerform, andincludes any replacement BearerNoteissued pursuant to the Conditions andanytemporary Global
Note or permanent Global Note;

"CalculationAgent" means, in relation to theNotesofany Series, the person named assuchin theConditions or any Successor Calculation Agent;

"Certificate" means a registered certificate representing oneormore Registered Notes ofthesame Series and,saveasprovided in theConditions, comprising
the entire holdingby a Noteholder ofhisRegistered Notes ofthat Series and,savein thecaseofGlobal Certificates, beingsubstantially in the form setout in
Schedule 2;

"CGN" means a temporary GlobalNote in the form set out in PartA of ScheduleI {Form of CGNTemporary GlobalNote)or a permanent Global Note in the
form set out in Part B ofSchedule I {FormofCGNPermanent Global Note)\

"Clearstream, Luxembourg" means Clearstream Banking, socieie anonyme;

"Common Safekeeper" means, in relation to a Serieswhere the relevant Global Note is a NGNor the relevant Global Certificate is held under the NSS,the
commonsafekeeperfor Euroclear and Clearstream,Luxembourg appointed in respect of such Notes;

"Conditions" means in respect of the Notesof each Series the termsand conditionsapplicable theretowhichshall be substantiallyin the form set out in
Schedule 2 PartC {Terms and Conditions oftheNotes) asmodified, withrespect to anyNotesrepresented by a Global Certificate ora Global Note, by the
provisions ofsuch Global Certificate or Global
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Note, shall incorporate any additional provisions forming part ofsuch terms andconditions setoutin Part Aofthe Final Terms relating to theNotes
ofthatSeries and shall beendorsed ontheDefinitive Notes subject toamendment andcompletion asreferred to in thefirst paragraph ofSchedule 2
Part C {Terms and Conditions of theNotes) andany reference to a particularly numbered Condition shall be construed accordingly;

"Contractual Currency" means, in relation toanypayment obligation ofany Note, thecurrency in which thatpayment obligation isexpressed
and, in relation toClause 11 {Provisions supplemental to theTrustee Act 1925 and theTrustee Act 2000), pounds sterling orsuch other currency as
may be agreed between the Relevant Issuer and the Note Trustee fiom time to time;

"Coupons" means thebearer coupons relating to interest bearing Bearer Notes or, as thecontext may require, a specific number ofthem and
includes any replacement Coupons issued pursuant to the Conditions;

"DealerAgreement" means theDealer Agreement relating to theProgramme dated 26November 2010 between theIssuers, Barclays Bank picand
the other dealers and arrangers named in it;

"Definidve Note" means a Bearer Notein definitive forni having, where appropriate, Coupons, Receipt(s) and/ora Talon attached on issue and,
unless thecontext requires otherwise, means a Certificate (otherthana Global Certificate) and includes anyreplacement Noteor Certificate issued
pursuant to the Conditions;

"Euroclear" means EuroclearBank S-ATN-V.;

"Eurosystem-eligible NGN" means a NGN which is intended to be held in a manner which would allowEurosystem eligibility, as stated in the
applicable Final Terms;

"Event of Default" means an event described in Condition 11 {Events ofDefault)ofthe Conditionsthat, if so required by that Condition,has been
certified by the Note Trustee to be, in its opinion, materially prejudicial to the interests ofthe Noteholders;

"Extraordinary Resolution" has the meaning set out in Schedule 3 {Provisionsfor Meetings ofNoteholders)-,

"Final Terms" means, in relation to a Tranche, theFinalTerms issued specifying therelevant issue detailsof suchTranche, substantially in the
formof Schedule C {Form ofFinal Terms) to the Dealer Agreement;

"FSMA" means the Financial Services and Markets Act 2000;

"Global Certificate"means a Certificate substantially in the form setout in Schedule 1PartE{Form of Global Cerrjy?cafe)representing Registered
Notes ofone or more Tranches ofthe same Series;

"Global Note" means a temporary Global Note and/or, as the context may require, a permanent Global Note, a CGNand/or a NGN, as the context
may require;

"holder" in relationto a Note,Receipt,Couponor Talon,and "Couponholder" and "Noteholder" have the meanings given to themin the
Conditions;

"Issuing and Paying Agent" means the personnamedas such in the Conditions or any Successor Issuing and Paying Agentin each caseat its
specified office;
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'^Liabilities" means in respect ofany person, any losses, damages, costs, charges, awards, claims, demands, expenses, judgments, actions, proceedings, or
other liabilities whatsoever including legal fees and Taxes and penalties incurred by that person (but, for the avoidance ofdoubt, in each case, excluding tax
on net income, profits or gains), together with any irrecoverable VAT charged or chargeable in respect ofany sums referred to in this definition;

"Market" means the Professional Securities Market ofthe London Stock Exchange;

"Moody's" means Moody's Investors Services Limited or any of its subsidiaries and their successors;

"NGN" or "New Global Note" means a temporary Global Note in the form set out in Part C ofSchedule 1 {Form ofNGN Temporary Global Note) or a
permanent Global Note in the form set out in Part D ofSchedule 1 {Form ofPermanent Global Note);

"NSS" means the new safekeeping structure which applies to Registered Notes held in global form by a Common Safekeeper for Euroclear and Clearstream,
Luxembourg and which is required for such Registered Notes to be recognised as eligible collateral fbrEurosystem monetary policy and intra-day credit
operations;

"Non-eligible NGN" means a NGN which is not intended to be held in a manner which would allow Eurosystem eligibility, as stated in the applicable Final
Terras;

"Notes" means the euro medium terra notes to be issued by the issuers pursuant to the Dealer Agreement, constituted by this Trust Deed and for the time
being outstanding or, as the context may require, a specific numberofthem and, in respect ofan Issuer shall only refer to the Notes issued by it

"outstanding" means, in relation to the Notes, all the Notes issued except (a) those that have been redeemed in accordance with this Trust Deed; (b) those
that have been redeemed in accordance with the Conditions, (c) those in respect ofwhich the date for redemption has occurred and the redemption moneys
(including all interest accrued on such Notes to the date forsuch redemption and any interest payable after such date) have been duly paid to the Note
Trustee or to the Issuing and Paying Agent as provided in Clause 2 {Issue ofNotes and Covenant to pay) and in the manner provided in the Agency
Agreement and remain available for payment against presentation and surrender ofNotes, Certificates, Receipts and/or Coupons, as the case may be in
accordance with the Conditions, (d) those that have become void or in respect ofwhich claims have become prescribed, (e) those that have been purchased
and cancelled as provided in the Conditions and notice ofthe cancellation ofwhich has been given to the Note Trustee, (0 those mutilated or defaced Bearer
Notes that have been surrendered or cancelled in exchange for replacement Bearer Notes, (f) (for the purpose only ofdetermining how many Notes are
outstanding and without prejudice to their status for any other purpose) those Bearer Notes alleged to have been lost, stolen or destroyed and in respect of
which replacement Notes have been issued, (g) any temporary Global Note to the extent that it shall have been exchanged fora permanent Global Note and
any Global Note to the extent that it shall have been exchanged for one or more Definitive Notes, in either case pursuant to its provisions provided that for
the purposes of(1) ascertaining the right to attend and vote at any meeting ofthe Noteholders, (2) the determination ofhow many Notes are outstanding for
the purposes ofConditions 11 {EventsofDefaidt)dxid 12 {MeetingsofNoteholders. Modification, Waiver and Substitution) and Schedule 3 {Provisionsfor
Meetings ofNoteholders), (3) the exercise of any discretion, power or authority that the
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Note Trastee is required, expressly orirapliedly, to exercise in or by reference to the interests ofthe Noteholders and (4) the certification (where
relevant) by the Note Trustee as to whether an Event ofDefault is in its opinion materially prejudicial to the interests ofthe Noteholders, those
Notes that are beneficially held by or on behalfof the Relevant Issuer and not cancelled shall (unless no longer so held) be deemed not to remain
outstanding. Save for the purposes ofthe proviso herein, in the case ofeach NGN, the Note Tmstee shall rely on the records ofEuroclearand
Clearstream, Luxembourg in relation to any determination ofthe nominal amount outstanding ofeach NGN;

"Paying Agente" means the persons (including the issuing and Paying Agent) referred to as such in the Conditions or any Successor Paying Agents
in each case at their respective specified offices;

"permanent Global Note" means a Global Note representing Bearer Notes ofone or more Tranches ofthe same Series, either on issue or upon
exchange ofa temporary Global Note, orpart of it, and which shall be substantially in the form set out in Part B {Form ofCGN Permanent Global
Note) or Part D (Form ofNGN Permanent Global Note) ofSchedule 1, as the case may be;

"Procedures Memorandum" means administrative procedures and guidelines relating to the settlement of issues ofNotes as shall be agreed upon
fium time to time by the Issuers, the Note Trustee, the Permanent Dealers (as defined in the Dealer Agreement) and the Issuing and Paying Agent and
which, at the date ofthis Tmst Deed, are set out in Schedule A {Procedures Memorandum) to the Dealer Agreement;

"Programme Limit" means the maximum aggregate nominal amount ofNotes that may be issued and outstanding at any time under the
Programme, as such limit may be increased pursuant to the Dealer Agreement;

"Put Event" has the meaning given to it in Condition 6 {Redemption, Purchase and Options)

"Put Option" has the meaning given to it in Condition 6 {Redemption, Purchase and Options)

"Receipts" means the receipts for the payment of instalments ofprincipal in respect ofBearer Notes ofwhich the principal is repayable in
instalments or, as the context may require, a specific number ofthem and includes any replacement Receipts issued pursuant to the Conditions;

"Redemption Amount" means the Final Redemption Amount, Early Redemption Amount orOptional Redemption Amount, as the case may be, all
as defined in the Conditions

"Register" means the register maintained by the Registrar at its specified office;

"Registered Note" means a Note in registered form;

"Registrar" means the person named as such in the Conditions or any Successor Registrar in each case at its specified office;

"S&P" means Standard & Poors Ratings Service, a division ofthe McGraw Hill Companies Inc. or any of its subsidiaries and their successors;

"Series" means a series ofNotes comprising one or more Tranches, whether or not issued on the same date, that (except in respect ofthe first
payment ofinterest and their issue price) have identical terms on issue and are expressed to have the same series number;
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"specified office" means, in relation to a Paying Agent, the Registrar or a Transfer Agent the office identified with its name at the end of the
Conditions or any other office approved by the Note Trustee and notified to Noteholders pursuant to Clause 9.10 {Change in Agents);

"Successor" means, in relation to an Agent such other or further person as may from time to time be appointed by the issuers as such Agent with the
written approval of, and on terms approved in Avriting by, the Note Trustee and notice ofwhose appointment is given to Noteholders pursuant to
Clause 9.10 {Change in Agents);

"Talons" mean talons for further Coupons or, as the context may require, a specific number ofthem and includes any replacement Talons issued
pursuant to the Conditions;

"TARGET System" means the Trans-European Automated Real-Time Gross Settlement Express Transfer (known as TARGET2) System which was
launched on 19 November 2007 orany successor thereto;

"Tax" shall be construed so as to include any present or future tax, levy, impost, duty, charge, fee, deduction or withholding ofany nature
whatsoever (including any penalty or interest payable in connection with any failure to pay orany delay in paying any ofthe same, but excluding
taxes on net income, profits or gains) imposed or levied by or on behalfofany Tax Authority in the jurisdiction ofthe Relevant Issuer and "Taxes"
shall be constmed accordingly;

"Tax Authority" means any govemment, state or municipality orany local, state, federal or other authority, body or official anywhere In the world
exercising a fiscal, revenue, customs or excise function (including, without limitation, Her Majesty's Revenue and Customs):

"temporary Global Note" means a Global Note representing Bearer Notes ofone or more Tranches of the same Series on issue and which shall be
substantially in the form set out in Schedule 1 Part A {FormofCGN Temporary Global Note)oT'P&x\ C ofSchedule 1 {FormofNGN Temporary
Global Note), as the case may be;

"Tranche" means, in relation to a Series, those Notes of that Series that are issued on the same date at the same issue price and in respect ofwhich
the first payment of interest is identical;

"Transfer Agents" means the persons (including the Registrar) referred to as such in the Conditions orany Successor Transfer Agents in each case
at their specified offices;

"trust corporation"means a trust corporation (as defined in the Law ofProperty Act 1925) or a corporation entitled to act as a tmstee pursuant to
applicable foreign legislation relating to trustees;

"VAT" means value added tax provided for in the VAT Legislation and any other tax ofa similar fiscal nature whether imposed in the United
Kingdom (instead ofor in addition to value added tax) or elsewhere; and

"VAT Legislation" means the Value Added Tax Act 1994.

1.2 Construction of Certain References: References to:

1.2.1 the records ofEuroclear and Clearstream, Luxembourg shall be to the records that each ofEuroclear and Clearstream, Luxembourg holds for
its customers which reflect the amount ofsuch customers' interests in the Notes
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1.2.2 costs, charges, remunerationor expenses include any value added, turnover or similar tax charged in respect thereof

i.23 an action, remedyor method of judicial proceedings for the enforcementof creditors' rights include referencesto the action, remedy or
method of judicial proceedings in jurisdictions other than England as shall most nearly approximate thereto.

U Headings: Headings shall be ignored in construing this Trust Deed.

1.4 Contracts: References in this Trust Deed to this Trust Deed or any other document are to this Trust Deed or those documents as amended,
supplemented or replaced fh>m time to time in relation to the Prograrrune and include any document that amends, supplements or replaces them.

1.5 Schedules: The Schedules are part ofthis Trust Deed and have effect accordingly.

1.6 Alternative Clearing System:References in this Tmst Deedto Euroclearand/or Clcarstream, Luxembourg shall,wherever the context so permits, be
deemed to includereference to any additional or alternative clearing system approved by the Issuers, the Note Trustee andthe Issuing andPaying
Agent. In the case of NGNs or Global Certificates held under the NSS,such alternative clearing systemmust also be authorised to hold such Notes as
eligible collateral for Eurosystemmonetary policy and intra-day credit operations.

1.7 Contracts (Rights of Third Parties) Act 1999: A person who is not a party to this Trust Deed has no right under the Contracts (Rights of Third
Parties)Act 1999 to enforce any termofthis Tmst Deed except and to the extent (if any) that this Tmst Deed expressly provides for such Act to apply
to any of its terms

1.8 Final Terms: In the event of any inconsistency between the Tmst Deedand the FinalTerms, the FinalTerms shall prevail.

2 Issue ofNotes and Covenant to pay

2.1 Issue of Notes: Each Issuer may from time to time issue Notes in Tranches ofone or more Series on a continuous basis with no minimum issue size in
an aggregate nominal amountof up to the Programme Limitin accordance with the DealerAgreement. Before issuingany Tranche, the Relevant
issuershallgivewritten noticeorprocure that it isgivento theNoteTmstee of the proposed issueof suchTranche, specifying thedetailsto be
included in the relevantFinalTerms. Uponthe issueby the RelevantIssuerof any Notesexpressed to be constitutedby this TmstDeed,suchNotes
shall forthwith be constitutedby this TmstDeedwithoutany furtherformality and irrespective of whetheror not the issueof such debt securities
contravenes any covenant or other restriction in this Tmst Eteed or the Programme Limit.

2.2 Separate Series: The Notes of each Seriesshall forma separate series ofNotesand accordingly, unless the Note Tmstee in its absolute discretion shall
otherwise determine, the provisionsofthis Tmst Deedshall apply mutatismutandisseparately and independentlyto the Notesof eachSeriesand in
such Clausesand Schedulethe expressions "Noteholders", "Certificates" "Receipts","Coupons","Couponholders"and "Talons",togetherwithall
otherterms thatrelatetoNotes ortheirConditions, shallbeconstmed asreferring to those ofthe particular Series in question and not ofall Series
unless expressly so provided, so that each Series shallbeconstituted by a separate tmstpursuant to sub-Clause 2.3(Covenant to Pay)andthat,unless
expressly provided, events
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affecting one Series shall not affect any other. Each Issuer shall be at liberty from time to time (but subject always to the provisions of this Trust Deed)
without the consent ofthe Noteholders or Couponholders to create and issue further Notes (whether in bearer or registered form) having terms and
conditions the same as the Notes of any Tranche (or the same in all respects save for the Issue Date, Interest Commencement Date (as defined in the
Conditions) and Issue Price (as defined in the Conditions)) and so that the same shall be consolidated and form a single Tranche with the outstanding
Notes ofa particuIarTranche.

22 Covenant to Pay: Each Relevant Issuer covenants with the Note Tmstee that it, in relation to itselfonly, shall on any date when any Notes become
due to be redeemed, in whole or in part, or any principal ofthe Notes ofany Series or any ofthem becomes due to be repaid in accordance with the
Conditions, unconditionally pay to orto the onJerof the Note Trustee in the Contractual Currency, in the case ofany Contractual Currency other
than euro, in the principal financial centre for the Contractual Currency and in the case ofeuro, in a city in which banks have access to the TARGET
System, in same day funds the Redemption Amount ofthe Notes becoming due for redemption on that date together with any applicable premium
and shall (subject to the Conditions) until such payment (both before and after judgment) unconditionally so pay to orto the order ofthe Note
Trustee interest in respect ofthe nominal amount ofthe Notes outstanding as set out in the Conditions (subject to sub-Clause 2.6 {Rate ofInterest
After a Default)) provided that (I) subject to the provisions of Clause 2.5 {Payment after a Default) payment ofany sum due in respect ofthe Notes or
any ofthem made to the Issuing and Paying Agent, or as the case may be, the Registrar as provided in the Agency Agreement shall, to that extent,
satisfy such obligation except to the extent that there is failure in its subsequent payment to the relevant Noteholders or Couponholders under the
Conditions and (2) a payment made after the due date or as a result ofthe Note becoming repayable following an Event ofDefault shall be deemed to
have been made when the full amount due has been received by the Issuing and Paying Agent or the Note Trustee and notice to that effect has been
given to the Noteholders (if required under Clause 9.8 {Notice ofLate Payment)) to the extent that there is failure in its subsequent payment to
the relevant Noteholders or Couponholders under the Conditions; and (3) in any case where payment ofthe whole or any part ofthe principal amount
due in respect ofany Note is improperly withheld or refused upon due presentation ofthe relevant Note or Receipt (as the case may be) or (if so
provided for in the Conditions) interest shall accrue on the whole or such part ofsuch principal amount from the date ofsuch withholding or refusal
until the date either on which such principal amount due is paid to the relevant Noteholders or Receiptholders (as the case may be) or, if earlier, the
seventh day after which notice is given to the relevant Noteholders in accordance with the Conditions that the full amount payable in respect ofthe
said principal amount is available for collection by the relevant Noteholders or Receiptholders (as the case may be) provided that on further due
presentation ofthe relevant Note or Receipt (as the case may be) or (if so provided for in the Conditions) the relevant Note Certificate such payment is
in fact made. This covenant shall only have effect each time Notes are issued and outstanding, when the Note Trustee shall hold the benefit of this
covenant and the covenant in Clause 8 {Covenant to comply with the Trust Deed) on trust for the Noteholders and Couponholders of the relevant
Series.

Source: PPL CORP, 10-K, February 19, 2016 Powered by Morningslar- Documenl Research®
The Information coniainod her^nmaynol bccopiod.adaptedordistributetlanclisnol warranted to be accurate, complete or timoly. The user assumes alt risks for any damages or tosses arising from any use of this inlormallon,
except 10 the extent such damages or tosses cannotbeilmitedorexcludedbyapplicablelaw. Past financial petformanoels no guaranteoof future results.



2.4 Discharge: Subjectto sub-Clause 2.5 (Payment after a Default), any payment to be madein respect ofthe Notes,Receiptsorthe Couponsby the
Relevant Issueror the Note Trustee may be made as provided in the Conditions and any payment so made shall (subject to sub-Clause 2.5 {Payment
after a Default))to that extent be a good discharge to the RelevantIssuerorthe NoteTrustee, as the casemaybe (including,in the caseofNotes
represented by a NGN whetheror not the corresponding entrieshave been madein the recordsofEuroclearand Clearstream, Luxembourg) except to
the extent that there is failure in its subsequent payment to the relevant Noteholders or Couponholders under the Conditions.

2.5 Payment after a Default: At any time after an Event ofDefault has occurred in relation to a particular Series the Note Trustee may:

2.5.1 by notice in writing to the Relevant Issuer,the Paying Agents and the other Agents, require the Paying Agents and the other Agents,or any of
them until notified by the Note Trustee to the contrary, so for as permitted by applicable law:

(i) to act thereafteruntil otherwise instructed by the NoteTrustee as Agents ofthe Note Trustee under this Trust Deed and the Notes of
such Serieson the termsofthe Agency Agreement(with consequential amendments as necessaryand except that the Note Trustee's
liability forthe indemnification, remuneration and expensesofthe PayingAgentsand the Transfer Agentsshall be limitedto the
amounts for the time being held by the Note Trustee in respect ofsuch Series on the terms of this Trust Deed and available for that
purpose)and thereafterto hold all Notes,Certificates,Receipts, Coupons and Talons of such Seriesand all moneys, documents and
records held by them in respect of Notes,Certificates,Receipts, Coupons and Talons of such Serieson behalfof or to the order ofthe
Note Trustee; and/or

(ii) to deliverall Notes,Certificates, Receipts, Couponsand Talonsof such Seriesand all moneys, documentsand recordsheld by them
in respect ofthe Notes, Certificates, Receipts, Coupons and Talons ofsuch Series to the Note Tmstee or as the Note Tmstee directs
in such notice provided that, such notice shall be deemed not to apply to any document or record which the relevant Agent is
obliged not to release by any law orregulation; and

2.5.2 bynoticein writing to theRelevant Issuer require theRelevant Issuer to make all subsequent payments in respect ofthe Notes, Receipts,
Couponsand Talonsof such Series to or to the orderofthe NoteTrusteeand not to the Issuingand PayingAgentwitheffectSum the Issueof
any suchnotice to the RelevantIssuer; and fiom then until suchnotice is withdrawn, proviso(I) to Clause2.3 {Covenant to /'fl7)above shall
cease to have effect.

2.6 Rate of Interest After a Default:Ifthe Notesbear interestat a floatingor other variablerate and theybecomeimmediately due and repayableunder
theConditions, the rate and/oramount ofinterestpayable in respect ofthem shallcontinue to becalculated by the Calculation Agent at such interest
as ifthey had not becomedue and repayablein accordance with the Conditions(withconsequential amendments as necessary) except that the ratesof
interestneed not be publishedunlessthe NoteTmsteeotherwise requires. The first period in respect of whichinterestshall be so calculableshall
commenceon the expiry ofthe InterestPeriod during which the Notes become so due and repayable.
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3 Form of the Notes

3.1 Global Notes

3.1.1 TheNotesof eachTranchewill initially be represented by a single temporary Global Noteora single permanent Global Note,as indicatedin
the applicable Final Terms.Each temporary Global Note shall be exchangeable, upon request as described therein, for either DefinitiveNotes
together with, whereapplicable, Receipts and (except in the case of Zero Coupon Notes)Coupons and, whereapplicable. Talons attached, or
a permanent GlobalNotein each case in accordance withthe provisionsof such temporary GlobalNote.Eachpermanent GlobalNoteshall be
exchangeable for DefinitiveNotes together with, where applicable. Receipts and (except in the case of Zero Coupon Notes)Coupons and,
where applicable,Talonsattached,in accordance withthe provisionsof such permanent GlobalNote.All GlobalNotesshall be prepared,
completed and delivered to a common depositary (in the case of a CGN)or Common Safekeeper(in the case of a NGN) for Euroclearand
Clearstream, Luxembourg in accordance withthe provisionsof the DealerAgreement or to anotherappropriate depositary in accordance with
any otheragreement between the RelevantIssuerand the relevantDealer(s) and, in each case,the AgencyAgreement.

3.1.2 Eachtemporary Global Noteshallbe printed or typed in the form or substantially in the form set out in Schedule 1Part A(Form of CG^
Temporary GlobalNote)or PartC of Schedule 1 (Form of NGNTemporary GlobalNote),as the casemaybe and maybe a ^csimile. Each
temporaryGlobal Note shall have annexed thereto a copy ofthe applicable Final Termsand shall be signed manually or in facsimileby a
personduly authorised by the RelevantIssueron behalfof the Relevant Issuerand shall be authenticatedby or on behalfof the Principal
PayingAgentand shall, in the caseof a Eurosystem-eligible NGN or in the caseof a Non-eligibleNGN in respect of whichthe Issuerhas
notified the Principal PayingAgentthat effectuation is to be applicable,be effectuated by the Common Safekeeper actingon the instructions
ofthe Principal PayingAgent.Each temporary Global Noteso executedand authenticatedshall be a binding and valid obligation ofthe
Relevant Issuer and title thereto shall pass by delivery.

3.1J Each permanent Global Noteshallbe printed ortyped in the form orsubstantially in the form set out in Schedule 1PartB (form o/CGN
PermanentGlobalNote)or PartDof Schedule 1 (Form of NGNPermanent GlobalNote),as the casemaybe and maybe a fecsimile. Each
permanent Global Note shallhaveannexed thereto a copyof theapplicable Final Terms and shallbe signed manually or in facsimile by a
personduly authorised by the Relevant Issueron behalfof the Relevant Issuerand shall be authenticatedby or on behalfof the Principal
PayingAgentand shall, in the caseof a Eurosystem-eligible NGNor in the caseof a Non-eligibleNGN in respect of whichthe RelevantIssuer
hasnotified the Principal Paying Agent thateffectuation is to beapplicable, beeffectuated by the Common Safekeeper actingon the
instmctionsofthe Principal PayingAgent.Eachpermanent Global Noteso executedand authenticatedshall be a binding and valid
obligation ofthe Relevant Issuerand title thereto shall pass by delivery.
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3.2 Global Certificates

3.2.1 The Registered Notes of each Tranche will initially be represented by a Global Certificate.Global Certificates shall be deposited with a
common depositary for, and registered in the nameof a nomineeof such common depositary for, Euroclear and Clearstream, Luxembouig.

3.2.2 Each Global Certificate, and each interest represented by a Global Certificate, shall be exchangeable and transferableonly in accordance with
the provisionsof such GlobalCertificate, the DealerAgreement, the AgencyAgreement and the rulesand operatingprocedures forthe time
being ofEuroclear and Clearstream, Luxembourg (as the case may be).

3.2J Each Global Certificateshall be printed or typed in the form or substantially in the formset out in Part E of Schedule 1{Form ofGlobal
Certificate) and may be a facsimile.Each Global Certificate shall have annexed thereto a copy ofthe applicable Final Termsand shall be
signed manually or in facsimile by a person duly authorised by the Relevant Issuer on behalfofthe Relevant Issuer and shall be authenticated
manually by or on behalfof the Registrar. The Registrar shall also instruct the Common Safekeeperto effectuate the same. Each Global
Certificateso executed, authenticated and effectuated shall be a binding and valid obligation of the Relevant Issuer.

3J The Definitive Notes:

The DefinitiveNotes, Receipts, Coupons and Talons shall be security printed and the Certificates shall be piinted, in each case in accordance with
applicable legal and stock exchange requirementssubstantially in the formsset out in Schedule 2. The Notes and Certificates (other than Global
Certificates) shall be endorsed with the Conditions.

3.4 Signature: The Notes, Certificates,Receipts, Coupons and Talons shall be signed manually or in facsimileby a director ofthe Relevant Issuer,the
Notesshall be authenticated by or on behalfof the Issuing and PayingAgentand the Certificates shall be authenticatedby or on behalfofthe
Registrar. The Relevant Issuer may use the facsimile signature ofa person who at the date of this Trust Deed is such a director even ifat the time of
issue of any Notes, Certificates,Receipts, Coupons or Talons he no longer holds that office. In the case of a Global Note which is a NGNor a Global
Certificate which is held underthe NSS, the Issuing and PayingAgentor the Registrarshall also instructthe Common Safekeeper to effectuate the
same. Notes,Certificates, Receipts, Couponsand Talonsso executedand authenticated(andeffectuated, if applicable)shall be or,in the caseof
Certificates, represent binding and valid obligations ofthe Relevant Issuer.

3.5 Entitlement to treat holder as owner:The Relevant Issuer, the NoteTrusteeand any Agentmaydeemand treat the holderof any BearerNoteor
Certificate as the absoluteownerof such BearerNoteor Certificate, freeof any equity, set-offor counterclaim on the part ofthe RelevantIssuer
against the originalor any intermediate holderof such BearerNoteor Certificate (whetheror not such BearerNoteor the Registered Noterepresented
by such Certificate shall be overdueand notwithstanding any notation of ownership or otherwritingthereonor any notice of previous lossorthefl of
suchBearerNoteor Certificate) forall purposes and, exceptas ordered by a court of competentjurisdiction or as requiredby applicable law,the
Relevant Issuer, theNoteTrustee andthe Issuing andPaying Agent shallnot be affected by anynoticeto thecontrary. Allpayments made to any
suchholdershall be valid and, to the extentofthe sumsso paid, effective to satisfyand discharge the liability forthe moneyspayableupon the
Notes.

10
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4 Stamp Duties and Taxes

4.1 Stamp Duties: Each Relevant Issuer(in respect of itself only) shall pay any stamp, issue, documentary or other similar taxes and duties, including
interestand penalties,payable in the UnitedKingdom and the countryof each Contractual Currency in respect of the creation,issueand offering of
the Notes,Certificates,Receipts, Coupons and Talons and the execution or delivery of this Trust Deed. Each Relevant Issuer(on a several (and not
joint) basis)shall also pay to the Note Trustee, the Noteholders or the Couponholdets (as applicable), an amount equal to any stamp, issue,
documentary or other similar taxes paid by them in any Jurisdiction in connection with any action taken by or on behalfofthe Note Trustee or, as the
case maybe, the Noteholders or the Couponholders to enforce the Relevant issuer's obligations under this Trust Deed or the Notes, Certificates,
Receipts, Coupons or Talons.

4.2 Change of Taxing Jurisdiction: If an Issuerbecomes subject generally to the taxing jurisdiction of a territory or a taxing authority of or in that
territorywith power to tax other than or in addition to the United Kingdom or any such authority of or in such territory then the Relevant Issuershall
(unless the Note Trustee otherwiseagrees)give the Note Trustee an undertaking satisfactory to the Note Trustee in termscorresponding to the termsof
Condition 9 (Taxation) with the substitution for,or (as the case may require) the addition to, the referencesin that Condition to the United Kingdom
of referencesto that other or additional territory or authority to whose taxing jurisdiction the Relevant Issuerhas become so subject. In such event
this Trust Deed and the Notes, Certificates, Receipts, Coupons and Talons shall be read accordingly.

5 Application of moneys received by the Note Trustee

5.1 Declaration of Trust: All moneys received by the Note Trustee in respect of the Notes or amounts payable under this Trust Deed shall, despite any
appropriation of all or part of them by the Relevant Issuer,be held by the Note Trusteeon trust to apply them (subject to Clause 5.2 (Accumulation)):

5.1.1 first, in payment ofall costs, charges,expenses and Liabilities incurred by the Note Trustee (including remunerationpayable to it) in canying
out its functions under this Trust Deed;

5.1.2 secondly, in payment of any amounts owing in respect of the Notes, Receipts or Coupons pari passu and rateably (and where interest and
principal is due and payable in respect of the Notes it shall be applied pari passu between each Seriesunless in respect of a specific Series
only); and

5.13 thirdly, in payment ofany balance to the Relevant Issuer for itself.

If the NoteTrustee holds any moneys in respect of Notes,Receipts or Coupons that have become void or in respect of which claims have become
prescribed, the Note Tmstee shall hold them on these trusts.

5.2 Accumulation:If the amountof the moneysat any time availableforpayment in respect of the Notesunder sub-Clause 5.1 (Declarationof Trust) is
less than 10percent ofthe nominalamountofthe Notesthen outstanding,the NoteTrusteemay,at its discretion,invest such moneys upon someor
one ofthe investments hereinafter authorised with powerfrom time to time,with like discretion,to varysuch investments. TheNoteTrusteemay
retain such investments and accumulate the resulting income until the investments
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and the accumulations, togetherwithany other fundsforthe timebeing under its controland availableforsuch payment, amount to at least 10per
cent of the nominal amountof the Notesthen outstandingand then such investments, accumulations and funds(afterdeduction of,or provisionfor,
any applicable taxes) shall be applied as specified in sub-Clause 5.1 {Declaration ofTrust).

5J Investment:Moneysheld by the NoteTrusteemaybe investedin its nameor under its controlin any investments or otherassetsanywhere whetheror
not they produce income or deposited in its name or under its control at such bank or other financial inkitution in such currency as the Note Trustee
may, in its absolute discretion, think fit. If that bank or institution is the Note Trusteeor a subsidiary, holding or associated company of the Note
Trustee, it needonly account foran amountof interestequal to the standardamountof interestpayable by it on sucha deposit to an independent
customer. The NoteTrustee mayat any time varyor transpose any such investments or assetsor convertany moneys so depositedinto any other
currency,and shall not be responsible forany resulting Liability, whether by depreciation in value, change in exchange rates or otherwise.

6 Enforcement and Put Event

6.1 Proceedings broughtby the Note Trustee:Atanytime aftertheoccurrence ofan Event ofDefault which is continuing, and,in thecaseofparagraphs
(ii) to (v),(vii)and (viii)of Condition 11 (Eventso/De/aw/t), where the NoteTrusteehas certified (withoutliability on its part)that in its opinion
such event is materially prejudicial to the interests of the Noteholders, the Note Trustee may at its discretion and without furthernotice take such
proceedings as it may think fit against the Relevant Issuerto enforce the terms of the Trust Deed, the Notes, the Receipts and the Coupons.

6.2 Proof of default: Should the Note Trustee take legal proceedings against the Relevant Issuerto enforceany of the provisions of this Trust Deed:

6.2.1 proofthereinthat as regards any specifiedNotethe Relevant Issuerhas madedefault in paying any principal,premium or interestdue in
respect of such Noteshall (unlessthe contrary be proved)be sufficient evidencethat the RelevantIssuerhas madethe like defaultas regards
all otherNotes which are then due and repayable and

6.2.2 prooftherein thatas regards anyspecified Coupon theRelevant Issuer hasmade default in payingany interest duein respect of such Coupon
shall (unlessthe contrary be proved)be sufficient evidencethat the RelevantIssuerhas madethe like defaultas regards all other Coupons
which are then due and payable.

6J Put Event:Atany time upontheNoteTrustee becoming aware that a PutEventhasoccurred, theNoteTrustee may, and if so requested by the holders
of at least one-quarter in nominal amount of the Notes then outstanding shall, give notice to the Noteholders in accordance with Condition 17
{Notices) specifyingthe natureof the PutEvent and the procedure forexercising the PutOption.

7 Proceedings

7.1 Actiontaken by NoteTrustee: TheNoteTrusteeshall not be bound to take any such proceedingsas arementioned in Clause6.1 {Proceedings
brought by the Note Trustee) unlessrespectively directed or requested to do so (i)by an Extraordinary Resolutionor (ii) in writingby the holdersof
at least one-quarter in nominal amount of the Notes of the
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relevant Series thenoutstanding andin eithercasethenonly if it shallbe indemnified and/orsecured and/orpte-funded to itssatisfaction against all
actions, proceedings, claims anddemands to which it may thereby render itselfliableand all costs,charges, damages andexpenses which it may incur
by so doing.

7.2 NoteTrusteeonly to enforce: OnlytheNoteTmstee may enforce the provisions of thisTrust Deed. No holdershallbeentitledto proceed directly
against the RelevantIssuerto enforcethe performance of any of the provisionsof thisTrustDeedunlessthe NoteTrusteehavingbecomebound as
aforesaid to take proceedings failsto do so withina reasonable periodand such failure shall be continuing.

8 Covenant to comply with the Trust Deed

8.1 Covenant to comply mth the Trust Deed:The Relevantissuercovenantswith the NoteTrusteeto complywiththose provisionsofthis TrustDeed
and the Conditionswhichareexpressed to be binding on it and to perform and observethe same. The Notes,the Receiptsand the Couponsare
subject to the provisionscontained in this TrustDeed,all of whichshall be binding upon the RelevantIssuer, the Noteholders, the Receiptholders,
the Couponholders and all persons claiming through or under them respectively.

8.2 NoteTrustee may enforce Conditions: The Note Trustee shall itself be entitled to enforce the obligations of the Relevant Issuerunder the Notes and
the Conditions as if the same were set out and contained in this Trust Deed which shall be read and construed as one document with the Notes.

9 Covenants

So long as any Note is outstanding, each Relevant Issuer severally (and not jointly) covenants \vith the Note Trustee that it shall:

9.1 Books of Account: at all times keep such books of account as may be necessary to comply with all applicable lawsand so as to enable the financial
statements ofthe RelevantIssuerto be prepared and allowthe NoteTrusteeand anyoneappointedby it, accessto its booksof account at all
reasonable times during normal business hours and to discuss the samewith responsible officersofthe Relevant Issuer;

9.2 Noticeof Events of Default:notify the NoteTrusteein writingimmediately on becomingaware ofthe occurrence of any Eventof Defaultand
without waiting for the Note Trustee to take any further action;

9.3 Information: so faras permitted by applicable law, at all times give to the Note Trustee such information,opinions, certificates and other evidence as
it shall requireand in such form as it shall require(including,without limitation,the certificates called forby the NoteTrusteepursuantto Clause9.5
{Certificate ofdirector)) in each case forthe performance of its functions hereunder;

9.4 Financial Statements etc.: send to the NoteTrustee and the Issuing and Paying Agent at the time oftheir issue, and, in the case of annual financial
statements in any eventwithin 180days ofthe end of each financial year,electroniccopies in Englishof everybalancesheet,profitand lossaccount,
report or othernotice,statement or circularissued,or that legallyor contractually should be issued,to its members or creditors(orany classof them)
or any holding company thereofgenerally in their capacity as such and procure that the sameare made available for inspection by Noteholders,
Receiptholders and Couponholders at the specified officesof the Paying Agents as soon as practicable thereafter;
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9.5 Certificate of director: send to the NoteTrustee, within 14 days of its annual audited financial statements being made available to its members, and
also within 14 days of any requestby the NoteTrusteeand in any event not later than 180days after the end of its financial yeara certificatesigned
by any one ofits directors certifying that, having made all reasonable enquiries, to the best ohheknowledge, information and beliefas at adate not
morethan 5 days before the date of the certificate(the"Certification Date")the Relevant Issuerhas compliedwith its obligationsunder this Tmst
Deed(or,ifsuch is not the case,giving details of such non-compliance) and that as at such date theredid not existnor had thereexisted at any time
priorthereto since the Certification Date in respect ofthe previous such certificate (or, in the case ofthe first such certificate, since the date ofthis
Trust Deed) any Event ofDefault or Restructuring Event or (if such is not the case) specifying the same

9.6 Noticesto Noteholders: send to the Note Trustee not less than three days prior to the date of publication, for the Note Trustee's approval the formof
each notice to be given to Noteholders in accordance with the conditions and not publish such notice without such approval and, once given, two
copiesof eachsuch notice (such approval,unlessso expressed, not to constituteapproval forthe purposesof section21 ofthe FSMA of any such
notice which is a communication within the meaning ofsection 21 ofthe FSMA)

9.7 Further Acts:so faras permitted by applicable law,do such furtherthings as maybe necessary in the opinion ofthe NoteTrusteeto give effectto this
Trust Deed

9.8 Noticeof Late Payment: forthwith give notice to the Noteholders of any unconditional paymentto the Issuingand PayingAgentor the NoteTmstee
of any sum due in respect ofthe Notes, the Receipts or Coupons made after the due date for such payment

9.9 Listing and Trading: ifthe Notes are so listed and traded, use reasonable endeavours to maintain the listing and trading ofthe Notes on the Market
but, if it is unable to do so, having usedsuch endeavours, or ifthe maintenance of such listing or trading is agreedby the NoteTmsteeto be unduly
onerous and the Note Tmstee is satisfied that the interests ofthe Noteholders would not be thereby materially prejudiced, instead use reasonable
endeavours to obtain and maintain a listing ofthe Notes on another stock exchange and the admission to trading ofthe Notes on another market
(suchmarketnot being a market whichis a regulatedmarket forthe purposesof Directive2004/39/ECofthe European Parliament and ofthe Council
on maritets in financial instmments), in each case approved in writing by the Note Trustee

9.10 Change in Agents: give at least 14 days' prior notice to the Noteholders of any futureappointment, resignation or removal of an Agent or of any
change by an Agent of its specified officeand not make any such appointment or removal without the NoteTmstee's written approval

9.11 Provision of Legal Opinions: procure the delivery of legal opinions addressed to the Note Tmstee dated the date ofsuch delivery, in formand
content acceptable to the Note Tmstee:

9.11.1 fiom Linklaters LLP as to the laws ofEngland on the date ofany amendment to this Tmst Deed;
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9.11.2 fiom legal advisers, reasonably acceptable to the Note Trustee as to such law as may reasonably be requested by the Note Trustee,on the issue
date for the Notes in the event ofa proposed issue ofNotes ofsuch a nature and having such features as might lead the Note Trustee to
conclude (acting reasonably (and only in circumstances where, in the reasonable opinion ofthe Note Trustee, a legal opinion has not
previously been issued in respect ofNotes having such features and/or a relevant material change in law has occurred)) that it would be
prudent, having regard to such nature and features,to obtain sueh legal opinion(s) or in the event that the Note Trustee considers it prudent
(acting reasonably) in view ofa change (or proposed change) in (or in the interpretation or application of) any applicable law, regulation or
circumstanceaffecting it, the Note Trustee, the Notes, the Certificates, the Receipts, the Coupons, the Talons, this Trust Deed or the Agency
Agreement; and

9.11.3 on each occasion on which a legal opinion is given to any Dealer in relation to any Notes pursuant to the Dealer Agreement from the legal
adviser giving such opinion.

9.12 Notification of redemption or payment: not less than the number of days specified in the relevant Condition prior to the redemption or payment date
in respect of any Note, Receipt or Coupon give to the Note Trustee notice in writing ofthe amount of such redemption or payment pursuant to the
Conditions and duly proceed to redeem or pay such Notes, Receipts or Coupons accordingly;

9.13 Tax or optional redemption: if the Issuergives notice to the Note Trustee that it intends to redeem the Notes pursuant to Conditions 6(c)
{Redempfionfor Taxation Reasons), 6(d) {Redemptionfor Indexation Reasons) and 6(e) {Redemptionat the Option ofthe Relevant Issuer) the
Relevant Issuer shall, prior to giving such notice to the Noteholders, provide such information to the Trustee as the Trustee reasonably requires in
order to satisfy itselfof the matters referred to in such Condition;

9.14 Change of taxing jurisdiction: if the Relevant Issuer shall become subject generally to the taxing jurisdiction ofany territory or any political sub
division thereofor any authority therein or thereofhaving power to tax other than or in addition to Relevant Issuer's taxing jurisdiction, immediately
upon becoming aware thereofnotify the Note Trustee ofsuch event and (unless the Note Trustee otherwise agrees) enter forthwith into a trust deed
supplemental hereto, giving to the Note Trustee an undertaking or covenant in form and manner satisfactory to the Note Trustee in terms
corresponding to the terms ofCondition 9 with the substitution for (or, as the case maybe, the addition to) the references therein to Relevant Issuer's
taxing jurisdiction ofreferences to that other or additional territory to whose taxing jurisdiction, or that ofa political subdivision thereofor an
authority therein or thereof, the Issuer shall have become subject as aforesaid, such trust deed also to modify Condition 9 so that such Condition shall
make reference to that other or additional territory;

9.15 Authorised Signatories: upon the execution hereofand thereafter forthwith upon any change ofthe same, deliver to the Note Trustee (with a copy to
the Issuing and Paying Agent) a list ofthe Authorised Signatories ofthe Relevant Issuer, together with certified specimen signatures ofthe same;

9.16 Payments: pay moneys payable by it to the Note Trustee hereunder without set off, counterclaim, deduction or withholding, unless otherwise
compelled by law and in the event of any deduction or withholding compelled by law and in the event ofany deduction or withholding compelled
by law pay such additional amount as will result in the payment to
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the NoteTrusteeof the amountwhichwouldotherwise havebeen payableby it to the NoteTrusteehereunder(savethat, forthe avoidanceof doubt,
thisshallnotapplyto anypayments of interest orprincipal in respect ofthe Notes, theReceipts or theCoupons, any additional amounts to be paid in
respect of such sums to be instead determined in accordance with Condition 9 (Taxation));

9.17 Obligations of Agents:enforceits rightsas against the Agents and the Registrarunder the AgencyAgreement and notify the NoteTrustee
immediately uponit becoming aware ofany material breach or failure by an Agent Inrelation to theNotes, Receipts or Coupons; and

9.18 Noticeof Put Event: Notifythe NoteTrusteein writingimmediately on becomingaware of the occurrence of any Put Event.

10 Remuneration and indemnification of the Note Trustee

10.1 Normal Remuneration: So long as any Note is outstanding each Relevant Issuershall pay the Note Trustee as remuneration for its services as Note
Trusteesuch sum on such dates in each case as they may fromtime to time agree. Such remuneration shall accrue fromday to day fromthe date ofthis
TrustDeed.However, ifany paymentto a Noteholderor Couponholderofmoneysdue in respect of any Note,Receiptsor Coupon is improperly
withheldor refused, such remuneration shall again accrueas from the date of such withholding or refusal until paymentto suchNoteholderor
Couponholder is duly made.

10.2 Extra Remuneration: Ifan Eventof Default (oran eventhas occurred whichhas led the NoteTrustee, acting reasonably, to takesteps to determine
whetheran Eventof Default has occurred) shall have occurred in relationto a RelevantIssuer, such Relevant Issuerherebyagreesthat the Note
Trusteeshall be entitled to be paid additional remuneration calculatedat its normal hourlyratesin force from time to time.In any othercase,ifthe
NoteTrustee finds it expedient ornecessary or is requested by suchRelevant Issuer to undertake dutiesthat theybothagree to beof an exceptional
natureor otherwise outside the scope of the NoteTrustee'snormal duties under this TrustDeed,such Relevant Issuershall pay such additional
remuneration as they mayagree(andwhichmaybe calculatedby reference to the NoteTrustee'snormal hourlyratesin force from time to time)or,
failing agreement asto anyofthe matters in thissub-Clause (orasto suchsums referred to in sub-Clause 10.1 (Normal Remuneration)), asdetennined
by a financial institution or person (acting asan expert) selected by the NoteTrustee and approved by thatRelevant Issuer or, failing such approval,
nominated by the President forthe time being of The LawSociety of England and Wales.The expenses involved in such nomination and such
financial institution's feeshall be home by such RelevantIssuer. The determination of such financial institution or personshall be conclusiveand
binding on the Relevantissuer, the NoteTrustee, the Noteholders and the Couponholders.

10J Expenses:EachRelevant Issuershall (ona several (andnot joint) basisonly) also on demandby the NoteTmsteepay or dischargeall costs,charges,
Liabilitiesand expensesproperlyincurred by the NoteTrusteein the preparation and executionofthis Trast Deedand the performance of its
functions underthis TrustDeedincluding,but not limited to, legal and travellingexpensesand any stamp,documentary or other taxes or duties paid
by the NoteTrusteein connectionwith any legal proceedings reasonably broughtor contemplatedby the NoteTrusteeagainst a RelevantIssuerto
enforce any provisionofthis TrustDeed,the Notes,the Receipts, the Couponsor the Talonsbut excluding any tax on the NoteTrustee'snet income,
profits orgains. Such costs, charges. Liabilities and expenses shall:
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103.1 in the case ofpaymentsmadeby the Note Trustee before such demand, carry interest fromthe date of the demand at the rate of 2 percent per
annum over the base rate of the Bank ofEngland on the date on which the Note Trustee made such payments and

103.2 in other cases,cany interest at such rate from 30 days after the date of the demand or (wherethe demand specifies that payment is to be made
on an earlier date) from such earlier date.

10.4 Indemnity: Each Relevant issuer (on a several (and not joint) basis only) will on demand by the Note Trustee indemnify it in respect ofAmounts or
Claims paid or incurred by it in acting as trustee under this Trust Deed (including (l)any Agent/Delegate Liabilities and (2) in respect ofdisputing or
defending any Amounts or Claims made against the Note Trustee or any Agent/Delegate Liabilities). Each Relevant issuer (on a several (and not
Joint) basis only) will on demand by such agent or delegate indetnnify it against such Agent/Delegate Liabilities. "Amounts or Claims" are losses,
Liabilities, costs, fees,claims, actions, demands or expenses (in each case, other than tax on that person's net income, profitsor gains) and
"Agent/Delegate Liabilities" are Amounts or Claims which the Note Tmstee is or would be obliged to pay or reimburse to any ofits agents or
delegates appointed pursuant to this Trust Deed.

10.5 Continuing Effect: Sub-Clauses 10.3 (Expenses)and 10.4 (indemnity) shall continue in full forceand effect as regards the Note Trustee even if it no
longer is Note Tmstee.

11 Provisions supplemental to the Trustee Act 1925 and the Trustee Act 2000

11.1 Advice: The Note Tmstee may, in relation to this Tmst Deed, act on the opinion or advice of, or a certificate or any information obtained fiom, any
expert and which advice or opinion may be provided on such terms as the Note Tmstee in its sole discretion may consider to be consistent with
prevailing market practice with regard to advice or opinions of that nature, and shall not be responsible to anyone forany loss occasioned by so
acting whether such advice is obtained or addressed to the Relevant Issuer, the Note Tmstee or any other person. Any such opinion, advice or
information may be sent or obtained by letter or fax and the Note Tmstee shall not be liable to anyone foracting in good faith on any opinion,
advice, certificate or information purporting to be conveyed by such means even if it contains some error or is not authentic.

The Note Tmstee may rely without liability to Noteholders and Couponholders on any report, confirmation or certificate or any advice of any
accountants, financial advisers, financial institution or any other expert, whether or not addressed to the Note Tmstee and whether or not liability In
relation thereto is limited by reference to a monetary cap, methodology or otherwise.

11.2 Note Trustee to Assume Performance: The Note Tmstee need not notify anyone of the execution ofthis Tmst Deed or do anything to find out if a
Restmcturing Event or an Event of Default has occurred. Until it has actual knowledge or express notice to the contrary, the Note Tmstee may assume
that no such event has occurred and that the Relevant Issuer is performing all its obligations under this Tmst Deed, the Notes, the Receipts, the
Coupons and the Talons.
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113 Resolutions of Noteholders: The Note Trustee shall not be responsible for having acted on a resolution purporting to be a Written Resolution or to
have been passed at a meeting ofNoteholders in respect ofwhich minutes have been made and signed or a direction ofa specified percentage of
Noteholders even if it is later found that there was a defect in the constitution of the meeting or the passing ofthe resolution or the making ofthe
directions or that the resolution was not valid or binding on the Noteholders, the Receiptholders orCouponholders.

11.4 Certificate Signed by director: If the Note Trustee, in the exerciseofitsfunctions, requires to be satisfied or to have information as to any fact or the
expediency ofany act, it may call for and accept as sufficient evidence ofthat fact or the expediency ofthat act a certificate signed by any director of
the Relevant Issuer as to that fact or to the effect that, in their opinion, that act is expedient and the Note Trustee need not call for further evidence
and shall not be responsible for any Liability occasioned by acting on such a certificate.

11.5 Deposit of Documents: The Note Trustee may appoint as custodian, on any terms, any bank or entity whose business includes the safe custody of
documents or any lawyer or firmoflawyers believed by it to be ofgood repute and may deposit this Trust Deed and any other documents with such
custodian and pay all sums due in respect thereof. The Note Trustee is not obliged to appoint a custodian of securities payable to bearer.

11.6 Discretion: The Note Trustee shall have absolute and uncontrolled discretion as to the exerciseofitsfunctions and shall not be responsible for any
loss, liability, cost, claim, action, demand, expense or inconvenience that may result from their exercise or non-exercise.

11.7 Agents: Whenever it considers it expedient in the interests of the Noteholders, the Note Trustee may, in the conduct ofits tmst business, instead of
acting personally, employ and pay an agent selected by it, whether or not a lawyer or other professional person, to transact or conduct, or concur in
transacting or conducting, any business and to do or concur in doing all acts required to be done by the Note Trustee (including the receipt and
payment ofmoney).

11.8 Delegation: Whenever it considers it expedient in the interests ofthe Noteholders, the Note Trustee may delegate to any person on any terms
(including power to sub-delegate) all or any ofIts functions.

11.9 Nominees: In relation to any asset held by it under this Trust Deed, the Note Trustee may appoint any person to act as its nominee on any terms.

11.10 Forged Notes:The Note Trustee shall not be liable to the Relevant Issueror any Noteholder, Receiptholder or Couponholder by reason of having
accepted as valid or not having rejected any Note,Certificate,Receipt, Coupon or Talon purporting to be such and later found to be forged or not
authentic.

11.11 Confidentiality: Unless ordered to do so by a court ofcompetent jurisdiction, the Note Trustee shall not be required to disclose to any Noteholder,
Receiptholder or Couponholder any confidential financial or other information made available to the Note Tmstee by the Relevant Issuer.

11.12 Determinations Conclusive: As between itself and the Noteholders, the Receiptholders and Couponholders, the Note Trustee may determine all
questionsand doubts arisingin relationto any ofthe provisionsof this Tmst Deed.Suchdeterminations, whethermadeupon such a questionactually
raised or implied in the acts or proceedings of the Note Tmstee, shall be conclusive and shall bind the Note Tmstee, the Noteholders, the
Receiptholders and the Couponholders.
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11.13 Currency Conversion: Where it is necessary or desirable to convert any sum from one currency to another, it shall (unless otherwise provided hereby
or required by law) be converted at such rate or rates, in accordance with such method and as at such date as may reasonably be specified by the Note
Trustee but having regard to current rates ofexchange, if available. Any rate, method and date so specified shall be binding on the Relevant Issuer,
the Noteholders, the Rcceiptholders and the Couponholders.

11.14 Events ofDefault etc.: The Note Trustee shall not be bound to give notice to any person of the execution ofthis Trust Deed or to take any steps to
ascertain whether any Event ofDefault has happened and, until it shall have actual knowledge orexpress notice to the contrary, the Note Trustee
shall be entitled to assume that no such Event ofDefault has happened and that the Relevant Issuer is observing and performing all the obligations on
its part contained in the Notes, Receipts and Coupons and under this Trust Deed and no event has happened as a consequence ofwhich any ofthe
Notes may become repayable. Without prejudice to the foregoing, the Note Trustee may determine whether or not an Event ofDefault is in its opinion
capable ofremedy and/or materially prejudicial to the interests ofthe Noteholders. Any such determination shall be conclusive and binding on the
Relevant Issuer, the Noteholders and the Couponholders.

11.15 Payment for and Delivery of Notes: The Note Trustee shall not be responsible for the receipt or application by the Relevant Issuer ofthe proceeds of
the Issue ofthe Notes, any exchange ofNotes or the delivery ofNotes to the persons entitled to them.

11.16 Notes Held by the Issuer etc.: In the absence ofknowledge or express notice to the contrary, the Note Trustee may assume without enquiry (other
than requesting a certificate under Clause 9.5 [Certificate ofdireclor)that no Notes are for the time being held by or on behalfofthe Relevant Issuer.

11.17 Legal Opinions: The Note Tmstee shall not be responsible to any person for failing to request, require or receive any legal opinion relating to any
Notes or for checking or commenting upon the content ofany such legal opinion.

11.18 Programme Limit: The Note Trustee shall not be concerned, and need not enquire, as to whether or not any Notes are Issued in breach of the
Programme Limit.

11.19 Responsibility for agents etc.: The Note Trastee will not have any obligation to supervise any custodian, agent, delegate or nominee appointed
under this clause (an "Appointee") or be responsible for any Liability incurred by reason of the Appointee's misconduct or default or the misconduct
or default ofany substitute appointed by the Appointee.

11.20 Reliance on certification of clearing system: the Note Trustee may call for any certificate or other document issued by Euroclear, Clearstream,
Luxembourg or any other relevant clearing system in relation to any matter. Any such certificate or other document shall, in the absence ofmanifest
error,be conclusive and binding for all purposes. Any such certificate or other document may comprise any form ofstatement or print out of
electronic records provided by the relevant clearing system (including Euroclear's EUCLID or Clearstream, Luxembourg's Cedcom system) in
accordance with its usual procedures and in which the holder ofa particular principal or nominal amount of the Notes is cleariy identified together
with the amount ofsuch holding. The Note Trustee shall not be liable to
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any person by reason of having accepted as valid or not having rejected any such certificate or other document purporting to be issued by Euroclear
or Clearstream, Luxembourg or any other relevant clearing system and subsequently found to be forged or not authentic;

11.21 Noteholders as a class: whenever in this Trust Deed the Note Trustee is required in connection with any exercise of its powers,trusts, authorities or
discretions to have regard to the interestsof the Noteholders, it shall have regard to the interests of the Noteholders as aclassand in particular,but
without prejudice to the generality of the foregoing, shall not be obliged to have regard to the consequences of such exercise for any individual
Noteholderresultingfrom his or its being forany purposedomiciledor residentin, or otherwise connectedwith,or subject to thejurisdiction of, any
particular territory;

11.22 NoteTrustee not responsible for investigations: the Note Trustee shall not be responsible for,or for investigating any matterwhich is the subject of,
any recital,statement, representation, warranty or covenantof any personcontained in this TrustDeed,the Notesor any otheragreement or document
relatingto the transactions hereinor thereincontemplated or forthe execution, legality,effectiveness, adequacy,genuineness, validity, enforceability
oradmissibility in evidence thereof;

11.23 No obligation to monitor: the Note Trusteeshall be under no obligation to monitor or supervise the functions of any other person under the Notes or
any other agreementor document relating to the transactions herein or therein contemplated and shall be entitled, in the absence of actual knowledge
of a breach of obligation, to assumethat each such person is properly performingand complying with its obligations;

11.24 Entry on the Register: the NoteTrusteeshall not be liable to the Relevant issuerorany Noteholderby reasonofhaving acceptedas valid or not
having rejected any entry on the Register later found to be forged or not authentic and can assume forall purposes in relation hereto that any entry on
the Register is correct;

11.25 Interests ofacccuntholders or participants: so long as any Note is held by or on behalfofEuroclear or Clearstream,Luxembourg, in considering the
interests of Noteholders the NoteTrustee may consider the interests (either individual or by category) of its accountholders or participants with
entitlements to any such Note as if such accountholders or participants were the holder(s) thereof;

11.26 Note Trustee not Responsible: the Note Trustee shall not be responsible for the execution, delivery, legality, effectiveness,adequacy, genuineness,
validity, enforceability oradmissibility in evidenceof this TrustDeedor any otherdocumentrelatingtheretoand shall not be liable forany failure to
obtain any ratingof Notes(where required), any licence,consentor otherauthority forthe execution,delivery,legality,effectiveness, adequacy,
genuineness, validity,performance, enforceability oradmissibility in evidenceof this Tmst Deedor any otherdocumentrelatingthereto.Inaddition
the Note Tmstee shall not be responsible for the effect of the exercise of any of its powers,duties and discretions hereunder;

11.27 Freedom to Refrain: notwithstanding anything else herein contained, the Note Trustee may refrain fromdoing anything which would or might in its
opinion be contrary to any law of any jurisdiction or any directive or regulation of any agency or any state of which would or might otherwise render
it liable to any person and may do anything which is, in its opinion, necessary to comply with any such law, directive or regulation;
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11.28 Right to Deduct or Withhold: notwithstanding anything contained in this Trust Deed, to the extent required by any applicable law, if the Note
Trustee is or will be required to make any deduction or withholding fromany distribution or payment made by it hereunderoriftheNote Trustee is or
will be otherwisecharged to, or is or will become liable to, tax as a consequence of performingits duties hereunderwhether as principal, agent or
otherwise,and whetherby reason of any assessment,prospective assessmentor other imposition of liability to taxation of whatsoevernature and
whensoever madeupon the NoteTrustee, and whetherin connectionwithor arising from any sumsreceivedor distributed by it or to whichit maybe
entitled under this Trust Deed (other than in connection with its remuneration as provided for herein) or any investments or deposits fromtime to lime
representing the same, including any income or gains arising therefixjm or any action ofthe NoteTmstee in connection with the trusts of this Trust
Deed(otherthan the remuneration hereinspecifred) or otherwise, then the NoteTrusteeshall be entitled to makesuch deductionor withholdingor,as
the case may be, to retain out of sums received by it an amount sufficient to discharge any liability to tax which relates to sums so received or
distributed or to discharge any such other liability of the NoteTmstee to tax fromthe funds held by the Note Tmstee upon the tmstsofthisTmst
Deed;

11.29 Error of judgment: the NoteTmsteeshall not be liable forany errorofjudgment madein good faithby any officeror employeeof the NoteTmstee
assigned by the Note Tmstee to administer its corporate tmst matters;

lUO Professional charges: any tmsteebeing a banker,lawyer, brokeror otherpersonengaged in any profession or businessshall be entitled to chargeand
be paid all usual professional and otherchargesforbusinesstransacted and acts done by himor hispartneror firm on matters arising in connection
with the tmsts ofthis Tmst Deed and also his properly incurred charges in addition to disbursements for all other work and business done and all time
spent by him or his partner or firmon mattersarising in connection with this Tmst Deed,including matters which might or should have been attended
to in person by a tmstee not being a banker, lawyer,broker or otherprofessional person; and

11Expenditure by the Note Trustee: nothing contained in this Tmst Deed shall require the Note Tmstee to expend or risk its own funds or otherwise
incur any financial liability in the performanceof its duties or the exercise of any right, power,authority or discretion hereunder if it has grounds for
believing the repayment of such fimdsoradequateindemnity against,or security for, such riskor liability is not reasonably assured to it.

12 Note Trustee liable for negligence

12.1 Section I ofthe Tmstee Act 2000 shall not apply to any function ofthe Note Tmstee wherethere are any inconsistencies between the Tmstee Acts
and the provisions ofthis Tmst Deed, the provisions of^this Tmst Deed shall, tothe extent allowed bylaw, prevail and, inthe case ofany such
inconsistency with the Tmstee Act 2000, the provisions of this Tmst Deed shall constitute a restriction or exclusion for the purposes ofthat Act.

12.2 Subject to Section 750 ofthe Companies Act 2006 (if applicable) and notwithstanding anything to the contrary in this Tmst Deed, the Notes or the
Agency Agreement,the Note Tmstee shall not be liable to any person forany matter or thing done or omitted in any way in connection with or in
relationto this Tmst Deed,the Notesor the PayingAgencyAgreement provided that ifthe NoteTmsteefailsto showthe degreeof careand diligence
required of it as tmstee, nothing in this Tmst Deed shall relieve or indemnify it from or against any liability that would otherwise attach to it in
respect of its own gross negligence, wilful default or fraud.
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13 Waiver

13.1 Waiver: The Note Trustee may, without the consent or sanction of the Noteholders, ReceiptholdersorCouponholdersand without prejudice to its
rights in respect ofany subsequent breach, condition, event or act from time to time and at any time, if in its opinion the interests of the Noteholders
will not be materially prejudiced thereby, waive orauthorise, on such terms and conditions as seemexpedient to it, any breach or proposed breach by
the Relevant Issuer ofthis Trust Deed or the Conditions or the Notes, Receipts or Coupons or determine that an Event ofDefault shall not be treated
as such for the purposes ofthis Trust Deed provided that the Note Trustee shall not do so in contravention ofan express direction given by an
Extraordinary Resolution or a request made pursuant to Condition 11 {EventsofDefault). No such direction or request shall affect a previous waiver,
authorisation or determination. Any such waiver, authorisation or determination shall be binding on the Noteholders, the Receiptholders and the
Couponholders and, ifthe Note Tmstee so requires the Relevant Issuer shall cause such waiver, authorisation or determination to be notified to the
Noteholders as soon as practicable in accordance with the Conditions.

14 Note Trustee not precluded from entering into contracts

The Note Tmstee and any otherperson, whether or not acting for itself, may acquire, hold or dispose ofany Note, Receipt, Coupon, Talon or other
security (or any interest therein) of the Relevant Issueror any otherperson, may enter into or be interested in any contract or transaction with any such
person and may act on, or as depositary or agent for, any committee orbody ofholders ofany securities ofany such person in each case with the same
rights as it would have had ifthe Note Tmstee were not acting as Note Tmstee and need not account for any profit.

15 Modification and Substitution

15.1 Modification: The Note Tmstee may agree without the consent ofthe Noteholders, the Receiptholders or Couponholders to any modification to this
Tmst Deed or the Notes which is, in its opinion, ofa formal, minor or technical nature or to correct a manifest error. The Note Tmstee may also so
agree to any modification to this Tmst Deed or the Notes that is in its opinion not materially prejudicial to the interests ofthe Noteholders, but such
power does not extend to any such modification as is mentioned in the proviso to paragraph 2 ofSchedule 3 {Provisionsfor Meetings of
Noteholders). Any such modification shall be binding on the Noteholders, the Receiptholders and the Couponholders and, unless the Note Tmstee
otherwise agrees, the Relevant Issuer shall cause such modification to be notified to the Noteholders as soon as practicable thereafter in accordance
with the Conditions.

15.2 Substitution:

15.2.1 The Note Tmstee may, without the consent ofthe Noteholders, the Receiptholders or Couponholders, agree to the substitution ofthe
Relevant issuer's successor in business (the "Substituted Obligor") in place ofthe Relevant Issuer(or of any previous substitute under this
sub-Clause) as the principal debtor under this Tmst Deed, the Notes, the Receipts, the Coupons and the Talons provided that:
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(i) a deed is executed or undertaking given by the Substituted Obligor to the Note Trustee, in formand mannersatisfactory to the Note
Trustee, agreeing to be bound by this Trust Deed, the Notes, the Receipts, the Coupons and the Talons (with consequential
amendmentsas the Note Trustee may deem appropriate, including any necessarychange of the law governing the Notes, the
Receipts, the Coupons, the Talons and/or the Trust Deed) as if the Substituted Obligor had been named in this Tmst Deed, the Notes,
the Certificates, the Receipts, the Coupons and the Talons as the principal debtor in place of the Relevant Issueror any previous
substitute under this sub-clause;

(ii) the Note Trustee is satisfied that (i) the Substituted Obligor has obtained all govemmental and regulatory approvals and consents
necessary for its assumption of liability as principal debtor in respect of the Notes, the Receipts and the Coupons in place of the
Relevant Issuer (or such previous substitute as aforesaid) and (iii)such approvals and consents are at the time ofsubstitution in foil
force and effect;

(iii) without prejudice to the rights ofreliance ofthe Note Trustee under sub-clause 15.2.2 the Note Trustee is satisfied that the said
substitution is not materially prejudicial to the interests ofthe Noteholders;

(iv) Moody's and S«feP have confirmed in writing to the Note Trustee that the substitution ofthe Substituted Obligorwill not result in a
do\vngradingof the then current credit rating of such rating agencies applicable to the class of debt representedby the Notes;

(v) if the Substituted Obligor is subject generally to the taxing jurisdiction of a territory or any authority of or in that territory with
power to tax (the "Substituted Territory") other than the territory to the taxing jurisdiction ofwhich (or to any such authority ofor
in which) the Relevant issuer is subject generally (the "Issuer's Territory"),the Substituted Obligor shall (unless the NoteTmstee
otherwiseagrees)give to the Note Trustee an undertaking satisfactory to the Note Trustee in termscorresponding to Condition 9
(Taxation) with the substitution for the references in that Condition to the Relevant Issuer's Territory of references to the Substituted
Territory whereupon the Trust Deed, the Notes, the Certificates, the Receipts, the Coupons and the Talons shall be read accordingly;

(vi) if any two directorsof the Substituted Obligor certify that it will be solvent immediately prior to such substitution, the Note Trustee
need not have regard to the Substituted Obligor's financial condition, profitsor prospects or compare them with those ofthe
Relevant Issuer or any previous substitute under this sub-clause;

(vii) the Relevant Issuer, and the Substituted Obligor comply with such other requirements as the Note Trustee may direct in the interests
ofthe Noteholders, the Couponholders and the Receiptholders; and

(viii) (unless the Relevant Issuer's successor in business is the Substituted Obligor) the obligations ofthe Substituted Obligor under this
Trust Deed, the Notes, the Receipts, and the Coupons are guaranteed by the Relevant Issuer to the Note Trustee's satisfaction.
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15.2.2 Release of Substituted Issuer: An agreement by the Note Trastee pursuant to this Clause 14.2 shall, if so expressed,release the Relevant
Issuer(or a previous substitute) fromany oral! of its obligations under this Trust Deed, the Notes, the Receipts, the Coupons and the Talons.
Noticeofthe substitution shall be given to the Noteholders within 14days ofthe executionof such documents and compliancewith such
requirements.

15.23 CompletionofSubstitution:On completion ofthe formalities set out in this Clause 14.2,the SubstitutedObligorshall be deemedto be
namedin this TrustDeed,theNotes,the Certificates, the Receipts,the Couponsand the Talonsas the principaldebtorin placeofthe
Relevant Issuer(or of any previous substitute) and thisTmst Deed, the Notes, the Certificates, the Receipts, the Coupons and the Talons shall
be deemed to be amended as necessary to give effect to the substitution.

16 Appointment, Retirement and Removal ofthe Note Trustee

16.1 Appointment: Subject as provided in Clause 16.2{Retirement and Removar),&z<i\\ Relevant Issuerhas the power of appointing new tmstees but no-
one may be so appointed unless previously approved by an Extraordinary Resolution. A trust corporation shall at all times be a Note Trustee and may
be the soleNoteTmstee.Anyappointment of a newNoteTrusteeshall be notified by the Relevantissuerto the Agentsand to the Noteholders as
soon as practicable.

16.2 Retirement and Removal: AnyNoteTmsteemayretireat any timeon giving at least threemonths' written notice to the Issuers withoutgiving any
reason or being responsible for any costs occasioned by such retirementand the Noteholders may by Extraordinary Resolution remove any Note
Trustee provided that the retirement or removal ofa sole tmst corporation shall not be effective until a tmst corporation is appointed as successor
Note Tmstee. If a sole tmst corporation gives notice ofretirement or an Extraordinary Resolution is passed for its removal, each Issuer shall use all
reasonable endeavours to procure that anothertmst corporation be appointed as NoteTmsteebut if it fails to do so within30 days of the expiryof
such three month notice period, the Note Tmstee shall have the power to appoint a new Note Tmstee.

163 Co-Note Trustees: The NoteTmsteemay,despitesub-Clause 16.1 {Appointnient),hy written notice to the RelevantIssuer(witha copy to Moody's
and S&P) appoint anyone to act as an additional Note Tmstee Jointly with the Note Tmstee;

163.1 if the Note Tmstee considers the appointment to be in the interests ofthe Noteholders and/or the Couponholders and/or the Receiptholders;
or

163.2 to conformwith a legal requirement,restriction or condition in a jurisdiction in which a particular act is to be performed;or

1633 to obtain a judgment or to enforce a judgment or any provision ofthis Tmst Deed in any jurisdiction.

Subject to the provisions of this Tmst Deed the Note Tmstee may confer on any person so appointed such functions as it thinks fit. The Note Tmstee
may by written notice to each Relevant Issuerand that person remove that person. At the Note Tmstee's request, each Relevant Issuershall forthwith
do all things as maybe requiredto perfect such appointment or removal and each RelevantIssueriirevocably appoints the NoteTmsteeas its
attomey in its name and on its behalf to do so.
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16.4 Competence ofa Majority ofNoteTrustees:If there aremore thantwoNoteTrustees the majoiity ofthem shallbecompetent to perform theNote
Trustee's functions provided the majority includes a trust corporation.

16.5 Merger: Any corporation intowhich theNoteTrustee may be merged orconverted orwith which it may beconsolidated, oranycorporation resulting
from anymerger, conversion or consolidation to which theNoteTrustee shallbea party, oranycorporation succeeding to all orsubstantially all the
corporate trustbusinessof the NoteTrustee, shall be the successorof the NoteTrusteehereunder, providedsuch corporation shall be otherwise
qualified andeligibleunderthisClause, without theexecution or filing ofany paperor any further acton the partofany ofthe parties thereto.

17 Notes held in Clearing Systems and Couponholdcrs

17.1 Notes Heldin ClearingSystems: Solongas any Global Noteis,or anyNotes represented by a Global Certificate are,heldon behalfof a clearing
system, in considering the interests of Noteholders, the NoteTrusteemayhave regard to any information provided to it by such clearingsystemor its
operatoras to the identity (eitherindividuallyor by category)of its accountholders or participantswithentitlementsto any such GlobalNoteor the
Registered Notesand may consider such interests on the basis that such accountholders or participants were the holder(s)thereof.

17.2 Couponholders:No notices needbe given to Couponholders. They shall be deemedto have notice ofthe contentsof any noticegiven to
Noteholders.Even if it has express notice to the contrary, in exercising any of its functions by referenceto the Interestsofthe Noteholders, the Note
Tmsteeshall assume that the holderofeachNote is the holderofall Receipts,Couponsand Talonsrelatingto it.

18 Currency Indemnity

18.1 Currency of Accountand Payment: The Contractual Currency is the sole currency ofaccount and paymentforall sumspayableby the Relevant
Issuerunderor in connectionwiththis Tmst Deed,the Notes,the Receiptsand the Coupons,including damages.

18.2 Extent of Discharge:An amountreceivedorrecovered in a currency other than the Contractual Currency (whether as a resultof,or of the
enforcement of,a judgment or orderof a court of anyjurisdiction, in the insolvency,winding-up or dissolutionofthe RelevantIssueror otherwise),
by the NoteTrustee or any Noteholder, Receiptholderor Couponholderin respect of any sumexpressed to be due to it fiom the RelevantIssuershall
only discharge the Relevant Issuerto the extent ofthe Contractual Currencyamountthat the recipientis able to purchasewiththe amountso received
orrecovered in that other currencyon the date ofthat receipt or recovery (or, if it is not practicable to make that purchase on that date, on the firstdate
on which it is practicable to do so).

25

Source PPLCORP, 10-K, February 19, 2016 Powered by Morningsiar" Document Research®
r/to information containod herein may not becoplod, adopted or distributed and is not warranted to be accurate, complae or timoly. The user assumes all risks for any damages or losses arising from any aseol this Information,
exeapttoihe extent suchdamages or losses cannot bo limited or excluded by applicable law. Past financialperformanco is no guarantee of future results.



183 Indemnity: If that Contractual Currency amount is lessthan the Contractual Currency amountexpressed to be due to the recipientunder this Trust
Deed, theNotes, theReceipts orthe Coupons, eachRelevant Issuer (ona several (and notjoint) basis only)shallindemnify it against anyLiabilities
sustained by it asa result. In anyevent,eachRelevant Issuer (ona several (and notjoint) basis only)shallindemnify the recipient against the costof
making any such purchase.

18.4 Indemnity Separate:Theindemnities in this Clause 18{Currency Indemnify) in sub-Clause 10.4 (/n<fem«ify) constitute separate and
independent obligations fiora theotherobligations in thisTrust Deed, shallgiveriseto a separate and independent cause ofaction, shallapply
irrespective ofany indulgence granted by theNoteTrustee and/oranyNoteholder, Receiptholder or Couponholder andshallcontinue in full force
andeffect despite anyjudgment, order, claimorprooffora liquidated amount in respect ofanysumdue underthisTrust Deed, theNotes, theReceipts
and/orthe Couponsor any otherjudgment or order. AnysuchLiability as referred to in sub-clause 18.3{Indemnity) bedeemedto constitutea
Liability suffered by theNoteTrustee, theNoteholders, theReceiptholders andthe Couponholders andno prooforevidence of anyactual Liability
shall be required by the Relevant Issuer or its liquidator or liquidators.

19 Communications

19.1 Method:Eachcommunication under thisTrustDeedshall be madeby fax,electroniccommunication or otherwise in writing.Eachcommunication or
documentto be deliveredto any partyunderthis TrustDeedshall be sent to that party at the fax number, postal address or electronicaddress, and
marked forthe attention of the person(ifany),fiom timeto timedesignatedby that partyto each otherparty for the purposeof this TrustDeed.The
initial faxnumber, postal address, electronicaddress and personso designatedby the partiesunderthis Trust Deed areset out in the Procedures
Memorandum.

19.2 DeemedReceipt:Any communication fiom any party to any otherunderthis TrustDeedshall be effective, (ifby fax)whenthe relevant delivery
receipt is receivedby the sender, (if in writing)whendelivered and (ifby electroniccommunication) whenthe relevantreceiptof such
communication being readis given, or whereno readreceiptis requested by the sender,at the timeof sending,provided that no delivery failure
notification is receivedby the senderwithin24 hoursof sendingsuch communication; provided that any communication whichis received(or
deemed to take effectin accordance withthe foregoing) outsidebusinesshours or on a non-business day in the place of receiptshall be deemed to
take effectat the opening of businesson the next following businessday in such place.Anycommunication deliveredto any party under thisTrust
Deed which is to be sent by fax or electronic communication will be written legal evidence.

193 NoNotice to Couponholders or Receiptholders: Neither the Note Tmstee nor the Relevant Issuershall be required to give any notice to the
Couponholders or Receiptholders for any puipose under this Tmst Deed and the Couponholders and Receiptholders shall be deemed forall purposes
to have notice of the contents of any notice given to the Noteholders in accordance with Condition 17{Notices).

20 Several obligations and no cross-default

Notwithstanding any other provision of this Tmst Deed (or any other document entered into in connection with the issue of the Notes), the
obligations of each Issuerare several and if a misrepresentation,breach, defiiultor event of default (or anything analogous thereto) (a "Default")
occurs as a result ofany act or omission or state ofaffairs which, in each case, relates only to an Issuer, such Default shall be deemed not to have
occurred in relation to the other Issuer(the "Other Issuer") and, accordingly, no liability, right, action, remedy,demand, claim, acceleration of any
liability or other enforcement or remedied action may be taken against the Other Issuer.
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21 Further Provisions

21.1 Partial Invalidity; If, at any time, any provision ofthis Trust Deed is or becomes illegal, invalid or unenforceable in any respect under any law ofany
jurisdiction,neither the legality,validity or enforceability of the remaining provisionsnor the legality,validity or enforceability of suchprovision
under the lawof any other jurisdiction will in any way be affectedor impaired.

21.2 Counterparts; This Trust Deed maybe executed manually or by facsimile in any number of counterparts. This has the same effect as if the signatures
on the counterparts were on a single copy ofthis Trust Deed.

22 Governing Law and Jurisdiction

22.1 Governing Law: This Trust Deed, the Notesand any non-contractual obligations arising out of or in connection with them shall be governed by and
construed in accordance with English law.

22.2 Jurisdiction: The courts of England are to have jurisdiction to settle any disputes that may arise out ofor in connection with this Trust Deed, the
Notes, the Receipts, the Coupons or the Talons and accordingly any legal action or proceedings arising out of or in connection with this Trust Deed,
the Notes, the Receipts, the Coupons or the Talons ("Proceedings") may be brought in such courts. The Issuersirrevocably submit to the jurisdiction
of such courtsand waiveany objectionsto Proceedings in such courtson the ground ofvenue oron the ground that the Proceedings have been
brought in an inconvenient forum. This Clause is for the benefit of each of the Note Trustee, the Noteholders, the Receiptholders and the
Couponholders and shall not limit the right ofany of them to take Proceedings in any other court of competent jurisdiction nor shall the taking of
Proceedings in any one or morejurisdictions preclude the taking of Proceedings in any other jurisdiction (whetherconcurrently or not).

27

Sojrce: PPL CORP, 10-K, Febiuary 19, 2016 Powered byMorningstar'' Document Research®
The information contained herein maf not be copiod, adapted or dislribuied and is not warranicd to be accuralo. complete or timely. The user assumes all risks for any damages or losses arising from any use of this Information,
except to Iheextenl such damages or tosses cannot be limited or excluded by applicable law. Past financial performamx is no guarantee of futureresults.



Schedule 1

Part A

Form of CGNTemporary Global Note

[CENTRAL NETWORKS EAST PLC]/|CENTRAL NETWORKS WEST PLC]
(Incorporated with limited liability in England and Wales under

the Companies Act 1985 with registered number I02366923]/[03600574])

EURO MEDIUM TERM NOTE PROGRAMME

TEMPORARY GLOBAL NOTE

Temporary Global Note No. [•]

This temporary Global Note is issued in respect of the Notes (the "Notes") ofthe Tranche and Series specified in Part A of the Second Schedule hereto of
[ISSUER] (the "Issuer").

Interpretation and Definitions

References in this temporary Global Note to the "Conditions" are to the Terms and Conditions applicable to the Notes (which are in the form set out in
Schedule 2 Part C {Terms and Conditions ofthe Notes) to the Trust Deed (as amended or supplemented as at the Issue Date, the "Trust Deed") dated
26 November2010 between the Issuerand DeutscheTmstee Company Limited as trustee, as such formis supplemented and/or modified and/or superseded
by the provisions ofthis temporary Global Note (including the supplemental definitions and any modifications or additions set out in Part A ofthe Second
Schedule hereto),which in the event of any conflict shall prevail). Othercapitalised termsused in this temporary Global Note shall have the meanings given
to them in the Conditions ortheTrast Deed. If the Second Schedule hereto specifies that the applicable TEFRA exemption is either "C Rules" or "not
applicable", this temporary Global Note is a "C Rules Note", otherwise this temporary Global Note is a "D Rules Note".

Aggregate Nominal Amount

The aggregate nominal amount fiem time to time of this temporary Global Note shall be an amount equal to the aggregate nominal amount ofthe Notes as
shall be shown by the latest entry in the fourth column ofthe First Schedule hereto, which shall be completed by or on behalfof the Issuing and Paying Agent
upon (i) the issue ofNotes represented hereby, (ii) the exchange ofthe whole or a part of this temporary Global Note for a corresponding interest in a
permanent Global Note or, for Definitive Notes, (iii) the redemption or purchase and cancellation ofNotes represented hereby and/or (iv) in the case ofPartly
Paid Notes, the forfeiture ofNotes represented hereby in accordance with the Conditions relating to such Partly Paid Notes, all as described below.

Promise to Pay

Subject as provided herein, the Issuer, for value received, promises to pay to the bearer ofthis temporary Global Note, upon presentation and (when no further
payment is due in respect ofthis temporary Global Note) surrender of this temporary Global Note, on the Maturity Date (or on such earlier date as the amount
payable upon redemption under the Conditions may become repayable in accordance with the Conditions) the amount payable upon redemption under the
Conditions in respect ofthe aggregate nominal amount ofNotes represented by this temporary Global Note and (unless this temporary Global Note does not
bear interest) to pay interest in respect ofthe Notes fiorathe Interest Commencement Date in arrear at the rates, on the dates for payment, and in accordance
with the method ofcalculation provided for in the Conditions, save that the calculation is made in respect ofthe total aggregate amount ofthe Notes,
together with such other sums and additional amounts (ifany) as may be payable under the Conditions, in accordance with the Conditions.
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Exchange

Subject asprovided in theConditions applicable toPartly-paid Notes, onorafter thefirst day following theexpiiy of40 days after theIssue Date (the
"Exchange Dale"), thistemporaiy Global Note may beexchanged (free ofcharge to theholder) inwhole or(inthecase ofa DRules Note only) from time to
time inpart byitspresentation and, onexchange in full, suirenderto orto theorder ofthe issuing and Paying Agent for interests ina pennanent Global Note
or, ifsospecified in theSecond Schedule hereto, for Definitive Notes inan aggregate nominal amount equal to thenominal amount ofthistemporaiy Global
Notesubmitted forexchange provided that in the caseof anypartof a DRulesNotesubmitted forexchange fora permanent Global NoteorDefinitive Notes,
there shall have been Certification with respect to such nominal amount submitted for such exchange dated noearlier than theExchange Date.

"Certification" means the presentation totheissuing and Paying Agent ofa certificate orcertificates with respect toone ormore interests in this temporary
Global Note, signed byEuroclearorClearstream, Luxembourg, substantially to theeffect setoutin Schedule 4 (C/ear/ng Certificate ofNon-US.
Citizenship and Residency) to theAgency Agreement to theeffect that it hasreceived a certificate orcertificates substantially to theeffect set out in Schedule
3 (Accountholder Certificate ofNon-U.S. Citizenship andResidency) to theAgency Agreement with respect thereto and thatnocontrary advice asto the
contents thereofhasbeen receivedby Euroclear or Clearstream, Luxembourg, as the case maybe.

Upon thewhole or a partof this temporary Global Notebeingexchanged fora permanent Global Note, suchpermanent Global Noteshallbeexchangeable in
accordance with its terms for Definitive Notes.

TheDefinitive Notes forwhich thistemporary Global Noteor a pennanent Global Notemay beexchangeable shallbedulyexecuted andauthenticated, shall,
in thecase ofDefinitive Notes, have attached to them allCoupons (and, where appropriate, Talons) in respect of interest, and allReceipts in respect of
Instalment Amounts, thathave notalready been paid on thistemporary Global Note orthe permanent Global Note, asthecase may be,shall be security
printed and shall besubstantially in theform setout in theSchedules to theTrust Deed assupplemented and/or modified and/or superseded bytheterms of
the Second Schedule hereto.

On any exchange ofa part ofthistemporary Global Note for anequivalent interest ina permanent Global Note orforDefinitive Notes, asthecase may be,the
portion ofthe nominal amount hereofsoexchanged shallbeendorsed by oron behalfof the Issuing andPaying Agent in Fart 1ofthe First Schedule hereto,
whereupon the nominalamounthereofshall be reduced forall purposes by the amountso exchangedand endorsed.

Benefit ofConditions

Except asotherwise specified herein, thistemporary Global Note issubject to theConditions and theTrust Deed and, until thewhole ofthistemporary
Global Note isexchanged for equivalent interests ina permanent Global Note or for Definitive Notes, theholder ofthistemporary Global Note shall inall
respects be entitled to the samebenefitsas if it werethe holderofthe permanent GlobalNote (or the relevantpart of it) or the Definitive Notes,as the case
may be, forwhich it may be exchanged as if such permanent Global Note or Definitive Notes had been issued on the Issue Date.
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Payments

No person shallbeentitledto receive anypayment in respect oftheNotesrepresented by thistemporary Global Notethat falls due onor afterthe Exchange
Dateunless, uponduepresentation ofthis temporary Global Note for exchange, delivery of(or, in thecaseofa subsequent exchange, dueendorsement of)a
permanent GlobalNote or delivery of DefinitiveNotes, as the case may be, is improperly withheld or refused by or on behalf of the Issuer.

Payments due in respect of a DRulesNote beforethe ExchangeDateshallonly be madein relationto such nominalamountof this temporary Global Note
withrespect to whichthereshall havebeen Certification dated no earlierthan such due date forpayment.

Anypaymentsthat aremadein respect of this temporary GlobalNoteshall be madeto its holderagainst presentation and (ifno furtherpaymentfallsto be
made on it) surrender of it at thespecified ofTice ofthe Issuing andPaying Agent orof anyotherPaying Agent provided forin the Conditions. Ifanypayment
in fullofprincipal is made in respect ofanyNoterepresented by this temporary Global Note, the portion of this temporary Global Noterepresenting such
Note shallbe cancelled andtheamount socancelled shallbe endorsed by oron behalfof the Issuing and Paying Agent in the First Schedule hereto (such
endorsementbeing prima facie evidence that the payment in question has been made)whereupon the nominal amount hereofshall be reduced forall
purposes by the amountso cancelledand endorsed, if any otherpaymentsaremadein respect of the Notesrepresented by this temporary GlobalNote,a
record ofeachsuchpayment shallbeendorsed by or on behalfofthe Issuing andPaying Agent onan additional schedule hereto (such endorsement being
primafacie evidencethat the payment in questionhas been made). Condition 8(e)(vii) (Appointment ofAgents) and Condition9(e)(Payment byanother
Paying Agent) will apply to the Definitive Notes only.

Forthepurposes ofanypayments made in respect of thistemporary Global Note, the words "in the relevant placeof presentation" shallnot applyin the
definition of "business day" in Condition 8(h) (Non-Business Days).

Cancellation

Cancellation of anyNoterepresented by thistemporary Global Notethat is required by theConditions to be cancelled (otherthanuponitsredemption) shall
be effected byreduction in the nominal amount ofthis temporary Global Noterepresenting such Noteon its presentation to orto theorderof theIssuing and
PayingAgentforendorsement in the FirstSchedulehereto,whereupon the nominalamounthereofshall be reducedforall purposes by the amountso
cancelled and endorsed.

Notices

Notices required to be given in respect of the Notesrepresented by this temporary GlobalNotemaybe given by their being delivered(solong as this
temporary Global Note is held on behalfof Euroclearand Clearstream, Luxembourg or any otherclearingsystem) to Euroclear, Clearstream, Luxembourg or
such otherclearingsystem, as the case maybe,or otherwise to the holderof this temporary Global Note,ratherthan by publication as requiredby the
Conditions,[except that so long as the Notesarelisted on the Luxembourg Stock Exchangeand the mles of that exchangeso require, notices shall alsobe
publishedeitheron the websiteof the Luxembourg Stock Exchange (www.bourse.lu) or in a leadingnewspaper havinggeneralcirculationin Luxembourg
(which is expected to be the Luxemburger Wort)).
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No provision of this temporary Global Note shall alter or impair the obligation of the Issuerto pay the principal and premiumof and interest on the Notes
when due in accordance with the Conditions.

This temporaryGlobal Noteshall not be valid or become obligatory forany purpose until authenticated by or on behalfof the Issuing and Paying Agent.

This temporaryGlobal Note [and any non-contractual obligations arising out of or in connection with it] shall be governed by English law.

In witness whereof the Issuer has caused this temporary Global Note to be duly signed on its behalf.

Dated as of the Issue Date.

[ISSUER]

By:

CERTIFICATE OF AUTHENTICATION

This temporary Global Note is authenticated
by or on behalfofthe Issuing and Paying Agent.

[ISSUING AND PAYING AGENT]
as Issuing and Paying Agent

By;

Authorised Signatory
For the purposes ofauthentication only.

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED STATES INCOME TAX
LAWS, INCLUDING THE LIMITATIONS PROVIDEDIN SECTIONS 165(j) AND 1287(a) OF THE INTERNALREVENUE CODE.
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The First Schedule

Nominal amount of Notes represented by this temporary Globai Note

The following (i) issue ofNotes initially represented by this temporary Global Note, (ii) exchanges of the whole or a part of this temporaryGlobal Note for
interests inapermanent Global Note orfor Definitive Notes and^r(iii) cancellations orforfeitures ofInterests in this temporary Global Note have been made,
resulting in the nominal amount of this temporaryGlobal Note specified in the latest entry in the fourth column below:

Date Amount of Reason for decrease Nominal amount Notation made
decrease in in nominal amount of of this temporary by or on behalf
nominal amount this temporary Global Global Note on of the Issuing
of this temporary Note (exchange, issue or followng and Paying
Global Note cancellation or such decrease Agent

forfeiture)
Issue not applicable not applicable
Date
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The Second Schedule

[Insertthe provisions ofthe relevant Final Termsthat relate to the Conditions orthe Global Notes as the Second Schedule]
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Schedule 1

PartB

Form of CGN Permanent Global Note

[CENTRAL NETWORKS EAST PLCI/jCENTRAL NETWORKS WEST PLC]
(Incorporated with limited liability in England and Wales under

the Companies Act 1985 with registered number [02366923]/[03600574])

EURO MEDIUM TERM NOTE PROGRAMME

PERMANENT GLOBAL NOTE

Permanent Global Note No. [•]

Thispermanent Global Note is issuedin respectof the Notes(the"Notes") of the Tranche(s) and Seriesspecifiedin PartA of the Third Scheduleheretoof
[ISSUER] (the "Issuer").

Interpretation and Definitions

References in thispermanent GlobalNote to the "Conditions" areto the Terms and Conditionsapplicableto the Notes(which are in the form set out in
Schedule2 PartC (Terwis an</ Conditionsof the Notes)to the TrustDeed(asamended or supplemented as at the IssueDate,the "Trust Deed")dated
26 November2010between the Issuerand Deutsche TrusteeCompany Limitedas trustee, as such form is supplemented and/ormodifiedand/or superseded
by the provisions of this permanent Global Note (including the supplemental definitions and any modifications or additions set out in Part A of the Third
Schedulehereto), whichin the event of any conflictshall prevail). Othercapitalisedtermsused in this permanent Global Noteshall have the meanings given
to them in the Conditions or the Trust Deed.

Aggregate Nominal Amount

The aggregate nominalamountfrom time to time of this permanent Global Noteshall be an amountequal to the aggregate nominalamountof the Notesas
shall be shown by the latest entry in the fourthcolumnof the FirstSchedulehereto,whichshall be completedby or on behalfof the Issuingand PayingAgent
upon (i) the exchangeof the wholeor a partof the temporary Global Note initially representing the Notesfora corresponding interestherein (in the caseof
Notes representedby a temporary Global Note upon issue), (ii) the issue ofthe Notes represented hereby (in the case ofNotes represented by this permanent
Global Note upon issue),(iii) the exchange ofthe whole or, where the limited circumstancesso permit, a part of this permanent Global Note for Definitive
Notes, (iv) the redemption or purchase and cancellation ofNotes represented hereby and/or (v) in the case of Partly Paid Notes, the forfeitureofNotes
represented hereby in accordance with the Conditions relating to such Partly Paid Notes, all as described below.

Promise to Pay

Subject as provided herein, the Issuer,for value received, hereby promises to pay to the bearerof this permanent Global Note, upon presentation and (when
no furtherpayment is due in respect of this permanent GlobalNote) surrenderof this permanent Global Note, on the Maturity Date (or on such earlier date as
the amount payable upon redemption under the Conditions may become repayable in accordance with the Conditions) the amount payable upon redemption
under the Conditions in respectofthe aggregate nominal amount ofNotes represented by this permanent Global Note and (unless this permanent Global Note
does not bear interest) to pay interest in respect ofthe Notes fixjmtheInterest CommencementDate in anear at the rates, on the dates forpayment, and in
accordance with the method of calculation provided for in the Conditions, save that the calculation is made in respect ofthe total aggregate amount ofthe
Notes, together with such other sums and additional amounts (if any) as may be payable under the Conditions, In accordance with the Conditions.
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Exchange

Thispeimanent Global Note isexchangeable (free ofcharge to theholder) onorafter theExchange Date inwhole butnot,except asprovided in thenext
paragraph, inpart for theDefinitive Notes if thispermanent Global Note isheldonbehalfofEuroclear orClearstream, Luxembouig orany otherclearing
system (an "Alternative Clearing System") and any such clearing system isclosed for business fora continuous period of 14days (other thanbyreason of
holidays, statutory or otherwise)or announces an intention permanently to cease business or does in feet do so.

Thispermanent Global Noteis exchangeable in part(provided, however, that if thispermanent Global Noteis heldby oron behalfofEuroclear and/or
Clearstream, Luxembourg, therulesofEuroclear and/orClearstream, Luxembourg, asthecasemay be,sopermit) if so provided, and in accordance with, the
Conditions relating to Partly Paid Notes.

"ExchangeDate" means a day falling not lessthan60 daysafterthaton which the noticerequiring exchange is givenandon which banksareopenfor
businessin the city in which the specifiedofficeofthe Issuing and PayingAgent is locatedand,except in the caseof exchangeabove,in the cities in which
Euroclearand Clearstream,Luxembourg or, if relevant, the Alternative Clearing System,are located.

Subject asprovided in theConditions applicable to Partly PaidNotes, anysuchexchange may be effected on orafteran Exchange Dateby the holderof this
permanent GlobalNotesurrendering this permanent GlobalNoteor, in the caseof a partialexchange,presentingit forendorsement to or to the orderofthe
Issuing and Paying Agent. Inexchange for thispermanent Global Note, orpart thereof tobeexchanged, theIssuer shall deliver, orprocure thedelivery of,
duly executedand authenticatedDefinitive Notesin an aggregatenominalamountequal to the nominalamountof this permanent Global Notesubmitted for
exchange(ifappropriate, having attached to themall Coupons(and,where appropriate. Talons)in respectof interest,and all Receiptsin respect of Instalment
Amounts, that havenot alreadybeen paid on this permanent Global Note),securityprintedand substantially in the form set out in the Schedulesto the Trust
Deed as supplemented and/or modified and/or superseded by the terms ofthe Third Schedule hereto.

Onany exchangeof a part of this permanent Global Note the portion ofthe nominalamounthereofso exchangedshall be endorsed by or on behalf of the
Issuing andPaying Agent in the First Schedule hereto, whereupon the nominal amount hereofshallbe reduced forall purposes by theamount soexchanged
and endorsed.

Benefit ofConditions

Exceptas othervrise specifiedherein,this permanent GlobalNoteis subject to the Conditions and the Tmst Deedand,until the wholeof this permanent
GlobalNote is exchanged for Definitive Notes, the holder of this permanent Global Note shall in all respectsbe entitled to the samebenefits as if it werethe
holder ofthe Definitive Notes for which it may be exchanged and as ifsuch Definitive Notes had been Issued on the Issue Date.

Payments

No person shall be entitled to receive any payment in respect ofthe Notes representedby this permanent Global Note that falls due after an Exchange Date for
suchNotes,unlessupon due presentation of this permanent GlobalNote forexchange,deliveryof DefinitiveNotesis improperly vrithheld or refused by or on
behalfof the Issueror the Issuerdoes not perform or complywith any one or moreof what areexpressed to be its obligationsunder any Definitive Notes.
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Payments in respect ofthispermanent Global Note shall bemade to itsholder against presentation and (ifno further payment falls tobe made on it)surrender
ofit atthespecified office ofthe Issuing and Paying Agent orofany other Paying Agent provided for intheConditions. Arecord ofeach such payment shall
be endorsed ontheFirst orSecond Schedule hereto, asappropriate, by theIssuing andPaying Agent orbytherelevant Paying Agent, forandonbehalfofthe
Issuing andPaying Agent, which endorsement shall (until thecontrary isproved) beprimafacie evidence thatthepayment inquestion hasbeen made.
Condition 8(e)(vii) (Appointment ofAgents) andCondition 9(e)(Payment byanotherPayingAgent) willapplyto theDefinitive Notes only.

Forthepurposes ofany payments made in respect ofthispermanent Global Note, thewords "in the relevant place ofpresentation" shall notapply inthe
definition of "business day" in Condition 8(h) (Non-Business Days).

Prescription

Claimsin respectof principaland interest(aseach is definedin the Conditions)in respect of this permanent Global Noteshall becomevoid unless it is
presented forpayment within a period of 10years (inthe case ofprincipal) and 5 years (In the caseof interest) from theappropriate Relevant Date.

Meetings

Forthe purposes of anymeeting ofNoteholders, the holderofthispermanent Global Noteshall[(unless thispermanent Global Noterepresents onlyone
Note)] be treated [astwo persons forthepurposes ofanyquorum requirements ofa meeting ofNoteholders and,at anysuchmeeting,] as havingonevotein
respect ofeach integral currency unit ofthe Specified Currency of the Notes.

Cancellation

Cancellation ofanyNoterepresented by thispermanent Global Notethat is required by theConditions to becancelled (otherthanuponits redemption) shall
beeffected by reduction in the nominal amount of thispermanent Global Noterepresenting suchNoteon itspresentation to or to the orderofthe Issuing and
PayingAgentforendorsement in the FirstSchedulehereto,whereupon the nominalamounthereofshall be reducedforall purposesby the amountso
cancelled and endorsed.

Purchase

Notesmayonly be purchased by the Issuerif they arepurchased togetherwiththe right to receiveall future paymentsof Interestand Instalment Amounts (if
any) thereon.

Issuer's Options

Any option ofthe Issuerprovided for in the Conditions shall be exercised by the Issuergiving notice to the Noteholders within the time limits set out in and
containing the informationrequired by the Conditions, except that the notice shall not be required to contain the serial numbers ofNotes drawn in the case of
a partial exercise of an option and accordingly no drawing ofNotes shall be required.

Noteholders' Options

Anyoption ofthe Noteholders providedforin the Conditionsmaybe exercised by the holderof this permanent GlobalNotegiving notice to the Issuingand
PayingAgentwithin the timelimitsrelatingto the depositofNotes with a PayingAgentset out in the Conditionssubstantially in the form ofthe
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notice available from any Paying Agent, except thatthenotice shall notberequired tocontain thecertificate numbers of theNotes in respect ofwhich the
option hasbeen exercised, and stating thenominal amount ofNotes in respect ofwhich theoption isexercised andat thesame time presenting this
permanent Global Note to theIssuing and Paying Agent, orto aPaying Agent acting onbehalfoftheIssuing andPaying Agent, fornotation accoidingly in
the Fourth Schedule hereto.

Notices

Notices required tobegiven inrespect oftheNotes represented bythis permanent Global Note may begiven bytheir being delivered (so long asthis
permanent Global Note isheld onbehalfofEuroclear, Clearstream, Luxembourg orany other clearing system) toEuroclear, Clearstream, Luxembourg orsuch
otherclearing system, asthecase may be,orotherwise to theholder ofthispermanent Global Note, rather than bypublication asrequired bytheConditions,
[except thatsolongastheNotes are listed ontheLuxembourg Stock Exchange andtherules ofthatexchange so require, notices shall also bepublished
either onthewebsite of theLuxembourg Stock Exchange (www.bourse.lu) or ina leading newspaper having general circulation inLuxembourg (which is
expected to be the Luxemburger Wort)].

Negotiability

This permanent GlobalNote is a bearerdocument and negotiable and accordingly:

1 is freely transferable bydelivery and such transfer shall operate to confer upon the transferee allrights and benefits appertaining hereto and tobind the
transferee with all obligations appertaining hereto pursuant to the Conditions

2 the holderof thispermanent Global Noteisand shallbe absolutely entitledas against all previous holders to receive all amounts by way of amounts
payable uponredemption, interest orotherwise payable in respect of thispermanent Global Noteandthe Issuer haswaived against suchholderandany
previous holder ofthispermanent Global Note all rights ofset-ofForcounterclaim thatwould ormight otherwise beavailable to it in respect ofthe
obligations evidenced by this Global Note and

3 paymentupon due presentation of thispermanentGlobal Noteas providedherein shall operateas a good dischargeagainstsuch holderand all
previous holders ofthis permanent Global Note.

Noprovisionsofthis permanent Global Noteshall alter or impairthe obligation of the Issuerto pay the principaland premium of and intereston the Notes
when due in accordance with the Conditions.

Thispermanent Global Noteshallnotbe validorbecome obligatory foranypurpose until authenticated by or on behalfofthe Issuing andPaying Agent.

This permanent GlobalNote[andany non-contractual obligationsarisingout of or in connectionwith it] shall be govemed by Englishlaw.

In witnesswhereofthe Issuerhas caused this permanent Global Note to be duly signed on its behalf.

Dated as of the Issue Date.
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[ISSUER]

By:

CERTIFICATE OF AUTHENTICATION

This permanent Global Note is authenticated
by or on behalfof the Issuing and Paying Agent.

[ISSUING AND PAYING AGENT]
as Issuing and Paying Agent

By:

Authorised Signatory
For the purposes ofauthentication only.

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED STATES INCOME TAX
LAWS, INCLUDING THELIMITATIONS PROVIDED IN SECTIONS 165(j) AND1287(a) OFTHEINTERNAL REVENUE CODE.
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The First Schedule

Nominal amount ofNotes represented by this permanent Global Note

Thefollowing (i)issues ofNotes initially represented by thispermanent Global Note, (ii)exchanges of interests in a temporary Global Noteforinterests in
this permanent Global Note,(iii)exchangesof the wholeor a part of this permanentGlobalNote forDefinitive Notes,(iv)cancellationsor forfeitures of
interests in this permanent Global Noteand/or (v)paymentsof amountspayable upon redemption in respectof this permanent GlobalNote havebeen made,
resulting in the nominal amount of this permanent Global Note specified in the latest entry in the fourth column:

Date Amount of Reason for Nominal amount of Notation
increase/decrease increase/decrease in this permanent made by or on
in nominal amount nominal amount of Global Note behalfof the
of this permanent this permanent following such Issuing and
Global Note Global Note (initial increase/decrease Paying >^eDt

issue, exchange,
cancellation,
forfeiture or payment,
stadng amount of
payment made)
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The Second Schedule

Payments of Interest

The following payments of interest or Interest Amount in respect of this permanent Global Note have been made:

Duedate of Date of payment Amountof interest Notation made by or on
payment behalf of the Issuing and

Paying Agent
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The Third Schedule

[Insert the provisionsof the relevantFinalTerms that relateto the Conditionsor the Global Notesas the Third Schedule.]
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The Fourth Schedule

Exercise ofNoteholders' Option

The following exercises of the option of the Noteholders providedfor in the Conditionshave been madein respectof the statednominalamountof this
permanent Global Note:

Dateof exercise Nominal amount ofthis Date of whichexercise Notation made by or
permanent Global Note of such option is on behalfof the
in respectofwhich effective Issuing and Paying
exercise is made Agent
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Schedule 1

PartC

Form of NGN Temporary Global Note

[CENTRALNETWORKS EAST PLC|/[CENTRAL NETWORKS WEST PLC)
(Incorporated with limited liability in England and Wales under

the Companies Act 1985 with registered number [02366923]/I03600574])

EURO MEDIUM TERM NOTE PROGRAMME

TEMPORARY GLOBAL NOTE

Temporary Global Note No. [♦]

Thistemporary Global Noteis issued in respect of theNotes (the"Notes")ofthe Tranche and Series specified in Part Aofthe Schedule hereto of [ISSUER]
(the "Issuer").

Interpretation and Definitions

Referencesin this temporary Global Note to the "Conditions" are to the Termsand Conditions applicable to the Notes (which are in the formset out in
Schedule2 PartC {Terms and Conditionsof theNotes') to the TrustDeed(asamended or supplemented as at the IssueDate,the "TrustDeed")dated
26 November 2010 between the Issuer, and Deutsche TrusteeCompany Limitedas trustee, as such form is supplemented and/or modified and/orsuperseded
by the provisions ofthis temporary Global Note (including the supplemental definitions and any modifications or additions set out in Part A ofthe Schedule
hereto), whichin the eventof any conflictshall prevail). Othercapitalisedtermsused in this temporary GlobalNoteshall have the meanings given to themin
the Conditionsor the TmstDeed.If the SecondScheduleheretospecifiesthat the applicableTEFRA exemption is either"C Rules"or "not applicable",this
temporary Global Note is a "C Rules Note", otherwise this temporary Global Note is a "D Rules Note".

Aggregate Nominal Amount

The aggregate nominal amount fiom time to time of this temporary Global Note shall be an amount equal to the aggregate nominal amount ofthe Notes fiom
time to time entered in the records of both Euroclearand Clearstream,Luxembourg (together the "relevant Clearing Systems"),which shall be completed
and/or amended, as the case may be, upon (i) the issue of Notes represented hereby, (ii) the exchange ofthe whole ora part of this temporary Global Note for a
corresponding interest recorded in the records ofthe relevant Clearing Systems in a permanent Global Note or for Definitive Notes, (iii) the redemption or
purchase and cancellation of Notes representedhereby and/or (iv) in the case of Partly Paid Notes, the forfeitureof Notes represented hereby in accordance
with the Conditions relating to such Partly Paid Notes, all as described below.

The recordsofthe relevant Clearing Systems(which expression in this temporary Global Note means the records that each relevant Clearing Systemholds for
its customerswhich reflect the amount of such customers' interests in the Notes) shall be conclusive evidence ofthe nominal amount ofthe Notes represented
by this temporary Global Note and, for these purposes, a statement issued by a relevant Clearing System (which statement shall be made available to the
bearerupon request)stating the nominal amount of Notes represented by the temporary Global Note at any time shall be conclusive evidence ofthe records
ofthe relevant Clearing Systems at that time.
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Promise to Pay

Subject asprovided herein, the Issuer, for value received, promises topay tothe bearer ofthis temporary Global Note, upon presentation and (when no further
payment isdue in respect ofthistemporary Global Note) surrender ofthistemporary Global Note, ontheMaturity Date (oronsuch earlier date as theamount
payable upon redemption under the Conditions may become repayable inaccordance with the Conditions) the amount payable upon redemption under the
Conditions inrespect oftheaggregate nominal amount ofNotes represented bythistemporary Global Note and (unless this temporary Global Note does not
bear interest) topay interest in respect oftheNotes from the Interest Commencement Date inarrear attherates, onthedates for payment, and inaccordance
with themethod ofcalculation provided for intheConditions, save that thecalculation ismade inrespect ofthetotal aggregate amount ofthe Notes,
togetherwithsuch othersumsand additionalamounts(ifany)as maybe payable under the Conditions,in accordance with the Conditions.

Exchange

Subject asprovided intheConditions applicable toPartly-paid Notes, onorafter thefirst day following theexpiry of40days after theIssue Date (the
"Exchange Date"), this temporary Global Note may beexchanged (fiee ofcharge totheholder) inwhole or(in thecase ofa DRules Note only) fix)m time to
time in part byitspresentation and, onexchange in fiill, surrender toor to theorder of theissuing and Paying Agent forinterests recorded in therecords ofthe
relevant Clearing Systems in a permanent Global Note or,ifsospecified in Part AoftheSchedule hereto, forDefinitive Notes inanaggregate nominal
amount equal to thenominal amount ofthis temporaiy Global Notesubmitted forexchange provided that, in the caseof anypartofaD RulesNotel60
submitted forexchange forinterests recorded in the records ofthe relevant Clearing Systems in a permanent Global NoteorDefinitive Notes, there shallhave
been Certification with respect to such nominal amount submitted forsuch exchange dated noearlier than theExchange Date.

"Certification" means thepresentation to theIssuing andPaying Agent ofa certificate orcertificates with respect tooneormore interests in thistemporary
Global Note, signed byEuroclear orClearstream, Luxembourg, substantially totheeffect set outinSchedule 4 (Clear/ng System Certificate ofNon-US.
Citizenship and Residency) to the Agency Agreement to theeffect that it hasreceived a certificate orcertificates substantially to theeffect set out in Schedule
3 (Accountholder Certificate ofNon-U.S. Citizenship and Residency) to the Agency Agreement withrespect thereto andthatno contrary adviceasto the
contents thereofhas been received by Euroclearor Clearstream,Luxembourg,as the case may be.

Upon thewhole ora part of thistemporary Global Note being exchanged for a permanent Global Note, such permanent Global Note shall beexchangeable in
accordance with its terms for Definitive Notes.

TheDefinitive Notes forwhich thistemporary Global Noteora permanent Global Notemay be exchangeable shall bedulyexecuted andauthenticated, shall,
in thecase ofDefinitive Notes, have attached to them allCoupons (and, where appropriate, Talons) in respect of interest, and allReceipts in respect of
Instalment Amounts, thathave notalready been paidon thistemporaiy Global Note or thepermanent Global Note, asthecase may be,shall besecurity
printedand shallbesubstantially in the form setout in the Schedules to theTmstDeed as supplemented and/ormodified and/orsuperseded by the terms of
Part A ofthe Schedule hereto.

Onanyexchange of a partof this temporary Global Noteforan equivalent interest recorded in the records of the relevant Clearing Systems in a peimanent
Global NoteorforDefinitive Notes, as thecase may be, the Issuer shallprocure thatdetailsofthe portion of the nominal amount hereofsoexchanged shallbe
entered pro rata in the recordsof the relevant Clearing Systemsand upon any such entry being made, the nominal amount ofthe Notes recorded in the recoids
ofthe relevant Clearing Systems andrepresented by this temporary Global Noteshallbe reduced by an amount equalto suchportion soexchanged.
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Benefit ofConditions

Except asotherwise specified herein, thistemporary Global Note issubject to theConditions and theTrust Deed and, untilthewhole of thistemporary
Global Note isexchanged forequivalent interests ina permanent Global Note orforDefinitive Notes, theholderofthistemporaiy Global Note shall inall
respects be entitled to thesame benefits asif it were the holderofthe permanent Global Note(orthe relevant partof it)or theDefinitive Notes, asthecase
may be, for which it may be exchanged as if such permanent Global Note or Definitive Notes had been issued on the issue Date.

Payments

No person shall beentitled to receive any payment in respect of theNotes represented by thistemporary Global Note thatfalls dueonorafter theExchange
Date unless, upon duepresentation ofthistemporary Global Note for exchange, delivery of(or, in thecase ofa subsequent exchange, a corresponding entry
being recorded in therecords oftherelevant Clearing Systems) a permanent Global Note ordelivery ofDefinitive Notes, asthecase may be,is improperly
withheld or refused by or on behalfofthe Issuer.

Payments due in respect ofa DRules Notebefore theExchange Date shallonlybe made in relation to suchnominal amount ofthis temporary Global Note
withrespect to which there shallhavebeenCertification dated no earlier thansuchdue dateforpayment.

Anypayments that aremadein respect of this temporary Global Noteshall be madeto its holderagainstpresentation and (ifno furtherpaymentfellsto be
madeon it) surrender of it at the specifiedoffice of the Issuingand PayingAgentor of any otherPayingAgentprovidedforin the Conditionsand each
payment so made willdischarge the Issuer's obligations in respect thereof. Any feilure to make the entries in the records of the relevant Clearing Systems
referred to herein shallnot affect suchdischarge. Ifanypayment in fullor in partof principal or,in thecaseof Instalment Notes, payment ofan Instalment
Amount, ismade in respect of anyNoterepresented by thistemporary Global Notethe Issuer shallprocure thatdetailsof such payment shallbeentered pro
ratain the recordsof the relevantClearingSystems and,upon any such entrybeing made,the nominalamountof the Notesrecorded in the recordsof the
relevant Clearing Systems andrepresented by thistemporary Global Noteshallbe reduced by theaggregate nominal amount oftheNotesso redeemed orby
the aggregate amountof the Instalment Amount so paid. Ifany otherpaymentsaremadein respectof the Notesrepresented by this temporary GlobalNote,
the Issuer shallprocure that a record ofeachsuch payment shallbe entered proratain the records of the relevant Clearing Systems. Condition 8(e)(vii)
(Appointment ofAgents) and Condition9(e){Payment byanother Paying Ageni)vA\\ apply to the Definitive Notesonly.

Forthe purposes ofanypayments made in respect of thistemporary Global Note,thewords "in the relevant placeofpresentation" shallnot applyin the
definition of"business day" in Condition 8(h) (Non-Business Days).

Cancellaticn

Oncancellationof anyNote represented by this temporary GlobalNotethat is requiredby the Conditionsto be cancelled(otherthan upon its redemption),
the issuershall procurethat detailsof such cancellationshall be enteredprorata in the recordsof the relevantClearingsystemsand,
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upon any such entry being made, the nominal amount ofthe Note recorded inthe records ofthe relevant Clearing Systems and represented bythis temporary
Global Note shall be reduced by the aggregate nominal amount of the Notes so cancelled.

Notices

Notices required tobe given inrespect ofthe Notes represented by this temporaiy Global Note may begiven bytheir being delivered (so long as this
temporaiy Global Note isheldonbehalfofEuroclear and/or Clearstream, Luxembourg orany otherpermitted clearing system) to Euroclear, Clearstream,
Luxembourg orsuch other permitted clearing system, as the case may be, orotherwise tothe holder ofthis temporary Global Note, rather than by publication
as required by the Conditions, [except that so long asthe Notes are listed on the Luxembourg Stock Exchange and the rules ofthat exchange so require,
notices shall also bepublished either on the website ofthe Luxembourg Stock Exchange (www.boutse.lu) orina leading newspaper having general
circulationin Luxembourg (which is expectedto be the Luxemburger Wort)].

No provision ofthistemporary Global Note shall alteror impair theobligation oftheIssuer to pay theprincipal andpremium ofand interest ontheNotes
when due in accordance with the Conditions.

This temporary Global Note shall not bevalid orbecome obligatory for any purpose until authenticated byoronbehalfofthe Issuing and Paying Agent and
effectuated by theentityappointed as Common Safekeeperby the relevant Clearing Systems.

This temporaiy Global Note [and any non-contractual obligations arising outoforinconnection with it]shall begoverned byEnglish law.

In witness whereofthe Issuerhas causedthis temporary Global Note to be duly signed on its behalf.

Dated as ofthe Issue Date.

[ISSUER]

By:

CERTIFICATE OF AUTHENTICATION

This temporaiy Global Note is authenticated
by or on behalfof the Issuing and Paying Agent.

[ISSUING AND PAYING AGENT]
as Issuing and Paying Agent

By:

Authorised Signatory
Forthe purposes ofauthentication only.
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Effectuation

This temporary Global Note

is effectuated by or on behalfof the Common Safekeeper.

ICOMMON SAFEKEEPER]

as Common Safekeeper

By:

Authorised Signatory

For the purposes of effectuation only.

ANY UNITEDSTATESPERSONWHO HOLDSTHIS OBLIGATIONWILL BE SUBJECT TO LIMITATIONSUNDER THE UNITEDSTATESINCOME TAX
LAWS, INCLUDING THELIMITATIONS PROVIDED INSECTIONS 165(j)AND 1287(a) OFTHEINTERNAL REVENUE CODE.
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Schedule

[Insert theprovisions ofthe relevant Final Terms that relate to the Conditions or theGlobal Notesas theSchedule]
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Schedule 1

PartD

Form ofNGN Permanent Global Note

{CENTRAL NETWORKS EAST PLCJ/ICENTRAL NETWORKS WEST PLC]
(Incorporated with limited liability in England and Wales under

the Companies Act 1985 with registered number [02366923]/|03600574|)

EURO MEDIUM TERM NOTE PROGRAMME

PERMANENT GLOBAL NOTE

Permanent Global Note No. [•]

Thispermanent Global Note is issuedin respect ofthe Notes(the"Notes") of the Tranche(s) and Series specifiedin PartAof the Schedulehereto of [ISSUER]
(the "Issuer").

Interpretation and Definitions

Referencesin this permanent Global Note to the "Conditions" are to the Termsand Conditions applicable to the Notes (which are in the formset out in
Schedule 2PartC (Terms and Conditionsof the Notes)to the TrustDeed(asamended or supplemented as at the IssueDate,the "TrustDeed")dated
26 November 2010 betweenthe Issuerand DeutscheTrusteeCompany Limited as trustee,as such form is supplemented and/ormodifiedand/or superseded
by the provisions of this permanent Global Note (including the supplemental definitions and any modifications or additions set out in Part A ofthe Schedule
hereto), whichin the event of any conflictshall prevail). Othercapitalisedtermsused in this permanent GlobalNoteshall have the meaningsgiven to themin
the Conditions or the Trust Deed.

Aggregate Nominal Amount

Theaggregate nominalamount fiom time to time ofthis permanent Global Noteshall be an amountequal to the aggregate nominalamountofthe Notesfiom
time to time entered in the records of both Euroclear and Clearstream,Luxembourg (together, the "relevant Clearing Systems"),which shall be completed
and/or amended as the case maybe upon (i) the exchangeofthe wholeor a part ofthe interests recorded in the recordsofthe relevantClearingSystems in the
temporary GlobalNote initially representing the Notes for a corresponding interest herein (in the case of Notes represented by a temporary Global Note upon
issue), (ii) the issueofthe Notesrepresented hereby(in the caseof Notesrepresented by this permanent Global Note upon issue), (iii) the exchangeofthe
whole or, wherethe limited circumstancesso permit, apart ofthis permanent Global Note forDefinitive Notes, (iv) the redemption or purchase and
cancellation of Notes represented hereby and/or (v) in the case of Partly Paid Notes, the forfeitureof Notes represented hereby in accordance with the
Conditions relating to such Partly Paid Notes, all as described below.

The records of the relevant Clearing Systems(which expression in this permanent Global Note means the records that each relevant Clearing Systemholds for
its customerswhich reflect the amount of such customers' interests in the Notes) shall be conclusive evidence ofthe nominal amount ofthe Notes represented
by this permanent GlobalNote and, for these purposes, a statement issued by a relevant Clearing System(which statement shall be made available to the
bearerupon request)stating the nominal amount of Notes representedby this permanent Global Note at any time shall be conclusive evidence ofthe records
ofthe relevant Clearing System at that time.
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Promise to Pay

Subject as provided herein, the Issuer,for value received, hereby promises to pay to the bearer of this permanent Global Note, upon presentation and (when
no furtherpayment is due in respect of this permanent Global Note) surrenderof this permanent Global Note on the Maturity Date (or on such earlier date as
the amountpayableupon redemption under the Conditionsmaybecomerepayablein accordance with the Conditions)the amountpayable upon redemption
under the Conditions in respect of the aggregate nominal amount of Notes representedby this permanent Global Note and (unless this permanent Global Note
does not bear interest) to pay interest in respect of the Notes fhim the Interest CommencementDate in arrearat the rates, on the dates forpayment, and in
accordance with the methodof calculationprovided forin the Conditions,save that the calculationis madein respect of the total aggregate amountof the
Notes, together with such other sums and additional amounts (if any) as may be payable under the Conditions, in accordance with the Conditions.

Exchange

This permanent Global Note is exchangeable (freeof charge to the holder) on or after the Exchange Date in whole but not, except as provided in the next
paragraph, in part for the Definitive Notes if this permanent Global Note is held on behalfof Euroclear or Clearstream,Luxembourg or any other permitted
clearing system (an "Alternative Gearing System") and any such clearing system is closed forbusiness for a continuous period of 14 days (other than by
reason ofholidays, statutory or otherwise) or announces an intention permanently to cease business or does in fact do so.

This permanent Global Note is exchangeable in part (provided, however, that ifthis permanent Global Note is held by or on behalfofEuroclear and/or
Clearstream,Luxembourg, the mles ofEuroclear and/or Clearstream,Luxembourg,as the case may be, so permit) if so provided, and in accordance with, the
Conditions relating to Partly Paid Notes.

"Exchange Date" means a day falling not less than 60 days after that on which the notice requiring exchange is given and on which banks are open for
business in the city in which the specified office ofthe Issuing and Paying Agent is located and, except in the case ofexchange above, in the cities in which
Euroclear and Clearstream, Luxembourg or, ifrelevant, the Alternative Clearing System, are located.

Subject as provided in the Conditions applicable to Partly Paid Notes, any such exchange may be effected on or after an Exchange Date by the holder of this
permanent Global Note surrendering this permanent Global Note or, in the case ofa partial exchange, presenting it to or to the order ofthe Issuing and Paying
Agent. In exchange for this permanent Global Note, or part thereof to be exchanged, the Issuershall deliver, or procure the delivery of, duly executed and
authenticated Definitive Notes in an aggregate nominal amount equal to the nominal amount ofthis permanent Global Note submitted for exchange (if
appropriate, having attached to them all Coupons (and, where appropriate.Talons) in respect of interest, and all Receipts in respect of Instalment Amounts,
that have not already been paid on this permanent Global Note), security printed and substantially in the form set out in the Schedules to the Trust Deed as
supplemented and/or modified and/or superseded by the terms ofPart A ofthe Schedule hereto.

50

Source: PPL CORP, 10-K, Februarv 19, 2016 Powered by Morningstar - Document Research®
The informdtion contained herein may not be copied, adapted or distributed and is not warranted to be accurate, compfeie or limety. The user assumes aif risks for any damages or tosses arising from any use of this information,
except to the ftrtcfit such damages or losses cannot be limited or excluded by applicsble law. Past financial performance is no guarantee of future results.



Onany exchange ofa part ofthis permanent Global Note, theIssuer shall procure thattheportion of thenominal amount hereofsoexchanged shall be
entered pro rata in the records of the relevant Clearing Systemsand upon any such entry being made, the nominal amount of the Notes recorded in the records
of therelevant Clearing Systems and represented bythispermanent Global Note shall be reduced byanamount equal tosuch portion soexchanged.

Benefit of Conditions

Exceptas otherwise specifiedherein,this pennanentGlobalNote,the Issuershall procurethat is subject to the Conditions and the TrastDeedand,until the
whole ofthis permanent Global Note is exchanged forDefinitive Notes, the holderofthis permanent Global Noteshall in all respects beentitledto thesame
benefits as if it werethe holder of the DefinitiveNotes for which it may be exchanged and as if such Definitive Notes had been issued on the issue Date.

Payments

No person shallbeentitled to receive anypayment in respect ofthe Notesrepresented by thispermanent Global Notethat falls due afieranExchange Datefor
suchNotes, unless uponduepresentation ofthis permanent Global Noteforexchange, delivery of Definitive Notes is improperly withheld orrefused by or on
behalfofthe Issuer or the Issuer doesnot perform orcomply with anyoneor more ofwhat areexpressed to be its obligations underanyDefinitive Notes.

Payments in respect ofthis permanent GlobalNoteshall be madeto its holderagainstpresentation and (ifno furtherpaymentfallsto be madeon it)surrender
of it at the specified officeofthe Issuing and PayingAgentor of any otherPayingAgentprovided forin the Conditionsand each paymentso madewill
dischargethe Issuer'sobligations in respect thereof. Any failure to makethe entriesin the records ofthe relevantClearingSystems referred to hereinshall not
affectsuch discharge. The Issuershall procurethat details of eachsuch paymentshall be enteredpro rata in the recordsofthe relevantClearingSystems and
in the caseof any paymentofprincipaI,orin the caseof Instalment Notes,paymentof an Instalment Amount, and upon any such entrybeing made,the
nominalamountofthe Notesrecorded in the records ofthe relevantClearingSystems and represented by this permanentGlobalNoteshall be reducedby the
aggregate nominal amount ofthe Notes so redeemedor by the aggregate amount ofthe Instalment Amount so paid. Condition 8(e)(vii){Appointment of
Agents)and Condition 9(e){Payment by anotherPaying Agent)m\\ apply to the Definitive Notes only.

For the purposes of any payments made in respect ofthis permanent Global Note, the words"in the relevant place of presentation" shall not apply in the
definition of "business day" in Condition 8(h) (Non-BusinessDays).

Prescription

Claims in respect of principal and interest (as each is defined in the Conditions) in respect ofthis permanent Global Note shall become void unless it is
presented forpayment within a period of 10 years (in the case of principal) and 5 years (in the case of interest) finm the appropriate Relevant Date.

Meetings

For the purposes ofany meeting of Noteholders, the holder of this permanent Global Note shall [(unless this permanent Global Note represents only one
Note)] be treated [as two persons for the purposes ofany quomm requirements ofa meeting of Noteholders and, at any such meeting,] as having one vote in
respect ofeach integral currency unit ofthe Specified Currency ofthe Notes.
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CanccIIadoii

On cancellation ofany Note represented by this permanent Global Note that isrequired by the Conditions tobecancelled (other than upon itsredemption),
the Issuer shall procure that details ofsuch cancellation shall beentered pro rata in the records oftherelevant Clearing Systems and, upon any such entry
being made, thenominal amount of theNotes recorded in therecords of therelevant Clearing Systems andrepresented bythispermanent Global Note shall
be reduced by the aggregate nominal amount ofthe Notes so cancelled.

Purchase

Notes may onlybepurchased bytheIssuer if they are purchased together with theright to receive all future payments of interest and Instalment Amounts (if
any) thereon.

Issuer's Options

Any optionofthe Issuer provided forin theConditions shallbe exercised by the Issuer givingnoticeto theNoteholders and the relevant Clearing Systems
(orprocuring thatsuchnoticeis givenon itsbehalf) within the timelimits setout in and containing the information required by theConditions, exceptthat
thenotice shall notberequired tocontain theserial numbers ofNotes drawn in thecase ofa partial exercise ofanoption and accordingly nodrawing of
Notesshallbe required. In the caseof a partialexercise of an option, the rightsofaccountholderswith a clearingsystemin respect ofthe Noteswill be
govemed by the standard procedures of Euroclearand/or Clearstream,Luxembourg and shall be reflected in the records ofEuroclear and/or Clearstream,
Luxembourg aseithera pool factor or a reduction in nominal amount, at theirdiscretion. Following theexercise of anysuchoption,the issuershallprocure
that the nominal amount ofthe Notes recorded in the recordsofthe relevant Clearing Systemsand representedby this permanent Global Note shall be
reduced accordingly.

Noteholders' Options

Any option ofthe Noteholders provided for in the Conditions may be exercised by the holder of this permanent Global Note giving notice to the Issuing and
Paying Agent within the time limits relating to the deposit ofNotes with a Paying Agent set out in the Conditions substantially in the formof the notice
available from any Paying Agent, except that the notice shall not be required to contain the certificate numbers of the Notes in respect of which the option
has been exercised. Following the exercise ofany such option, the Issuer shall procure that the nominal amount ofthe Notes recorded in the records ofthe
relevant Clearing Systems and represented by this permanent Global Note shall be reduced by the aggregate nominal amount stated in the relevant exercise
notice.

Nodccs

Notices required to be given in respect of the Notes represented by this permanent Global Note may be given by their being delivered (so long as this
permanent Global Note is held on behalfofEuroclear and/or Clearstream, Luxembourg and/or an Altemative Clearing System) to Euroclear, Clearstream,
Luxembourgand/or such Altemative Clearing System,as the case may be, or otherwise to the holder of this permanent Global Note, rather than by
publication as requiredby the Conditions, [except that so long as the Notes are listed on the Luxembourg Stock Exchange and the rules ofthal exchange so
require,notices shall also be published either on the website ofthe Luxembourg Stack Exchange (www.bourse.lu) or in a leading newspaperhaving general
circulation in Luxembourg (which is expected to be the Luxemburger Wort)].
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Negotiability

This permanent Global Note is a bearer document and negotiable and accordingly:

1 is freely transferable by deliveiy and such transfershall operateto conferupon the transferee all rightsand benefitsappertainingheretoand to bind the
transferee with all obligations appertaining hereto pursuant to the Conditions

2 the holderof thispermanent Global Note is and shall be absolutelyentitled as againstall previousholdersto receiveall amountsby wayof amounts
payableupon redemption, interestor otherwise payable in respectof this permanentGlobalNoteand the Issuerhaswaivedagainst such holderand any
previous holderofthispermanent Global Noteall rights ofset-offorcounterclaim thatwould ormightotherwise beavailable to it in respect ofthe
obligations evidenced by this Global Note and

3 payment upon due presentation of this permanent Global Note as provided herein shall operate as a good discharge against such holder and all
previous holders ofthis permanent Global Note.

Noprovisionsofthis permanent GlobalNoteshall alter or impairthe obligation of the Issuerto pay the principaland premium of and intereston the Notes
when due in accordance with the Conditions.

Thispermanent Global Noteshall not be valid or becomeobligatory forany purposeuntil authenticatedby or on behalfof the Issuingand PayingAgentand
effectuated by the entity appointed as Common Safekeeperby the relevant Clearing Systems.

Thispermanent Global Note [andany non-contractual obligationsarisingout of or in connectionwith it] shall be govemedby English law.

In witness whereof the Issuer has caused this permanent Global Note to be duly signed on its behalf.

Dated as ofthe Issue Date.

[ISSUER]

By:

CERTIFICATE OF AUTHENTICATION

This permanent Global Note is authenticated
by or on behalfof the Issuing and Paying Agent.

[ISSUING AND PAYING AGENT]

as Issuing and Paying Agent
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By;

Authorised Signatory
For the purposes ofauthentication only.

Effectuation

This permanent Global Note

is effectuated by or on behalfof the Common Safekeeper.

ICOMMON SAFEKEEPER]

as Common Safekeeper

By:

Authorised Signatory

For the purposes ofeffectuation only.

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED STATES INCOME TAX
LAWS, INCLUDING THE LIMITATIONS PROVIDED INSECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE CODE.
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Schedule

[Insert the provisions ofthe relevant Final Terms that relate to the Conditions or the Global Notes as the Schedule.]
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Schedule 1

PartE

Form ofGlobal Certificate'

ICENTRALNETWORKS EAST PLCI/[CENTRAL NETWORKS WEST PLC)
(Incorporated ^vith limited liability in England and Wales under

the Companies Act 1985 ^vithregistered number |02366923i/[03600574])

EURO MEDIUM TERM NOTE PROGRAMME

GLOBAL CERTIFICATE

Global Certificate No. [•]

This Global Certificate is issued in respect of the nominal amount specified above of the Notes (the "Notes") of the Tranche and Seriesspecified in PartA of
the Schedule hereto of [ISSUER] (the "Issuer"). This Global Certificate certifies that the person whose name is entered in the Register (the "Registered
Holder") is registeredas the holder of an issue ofNotesofthe nominal amount, specified currency and specified denomination set out in Part A of the
Schedule hereto.

Interpretation and Definitions

References in this Global Certificate to the "Conditions" are to the Terms and Conditions applicable to the Notes (which are in the form set out in Schedule 2
Part C (Terns anr/ Conditions ofthe Notes)\.othe Trust Deed (as amended or supplemented as at the IssueDate, the "Trust Deed") dated 26 November2010
between the Issuerand DeutscheTmstee Company Limited as tmstee, as such formis supplemented and/or modified and/or supersededby the provisions of
this Global Certificate (including the supplemental definitions and any modifications or additions set out in Part A ofthe Schedule hereto), which in the
event of any conflict shall prevail).Othercapitalised termsused in this Global Certificate shall have the meanings given to them in the Conditions or the
Trust Deed.

Promise to Pay

The Issuer, for value received, promises to pay to the holder ofthe Notes represented by this Global Certificate upon presentation and (when no further
payment is due in respect of the Notes represented by this Global Certificate) surrender of this Global Certificate on the Maturity Date (or on such earlier date
as the amount payable upon redemption under the Conditions may become repayable in accordance with the Conditions) the amount payable upon
redemption under the Conditions in respect of the Notes represented by this Global Certificate and (unless the Notes represented by this Certificate do not
bear interest) to pay interest in respect ofsuch Notes finm the Interest Commencement Date in arrearat the rates, on the dates for payment, and in accordance
with the methods ofcalculation provided for in the Conditions, save that the calculation is made in respect ofthe total aggregate amount ofthe Notes
represented by this Global Certificate, together with such other sums and additional amounts (if any) as may be payable under the Conditions, in accordance
with the Conditions. Each payment will be made to, or to the order of, the person whose name is entered on the Register at the close ofbusiness on the
Clearing System Business Day immediately prior to the date for payment, where Clearing System Business Day means Monday to Friday inclusive except
25 December and 1 January.

For the purposes ofthis Global Certificate, (a) the holder of the Notes represented by this Global Certificate is bound by the provisions ofthe Agency
Agreement, (b)the Issuer certifies that the Registered Holder is, at the date hereof, entered in the Register as the holder of the Notes represented by this Global
Certificate, (c) this Global Certificate is evidence ofentitlement only, (d) title to the Notes represented by this Global Certificate passes only on due
registration on the Register, and (e) only the holder of the Notes represented by this Global Certificate is entitled to payments in respect of the Notes
represented by this Global Certificate.
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Transfer of Notes represented by permanent Global Certiflcates

IftheSchedule hereto states thaitheNotes are tobe represented bya permanent Global Certificate on issue, transfers of theholding ofNotes represented by
this Global Certificate pursuantto Condition2(b)mayonly be madein part:

(i) if theNotes represented by thisGlobal Certificate areheldon behalfof Euroclear orClearstreara, Luxembourg orany otherclearing system (an
"Alternative Gearing System")and any such clearingsystemis closed for businessfora continuousperiodof 14days (otherthan by reasonof
holidays, statutory orotherwise) orannounces an intention permanently to cease business or does in fact do so or

(ii) with the consent ofthe Issuer

providedthat, in the caseofthe first transferof partof a holding pursuantto (i)above, the holderofthe Notesrepresented by this Global Certificate hasgiven
theRegistrarnot lessthan30 days' noticeat itsspecified office of suchholder'sintention to effect suchtransfer. Where the holdingofNotesrepresented by
this Global Certificate is only transferable in its entirety,the Certificate issuedto the transferee upon transfer of such holding shall be a Global Certificate.
Where transfers are permitted in part, Certificates issued to transfereesshall not be Global Certificatesunless the transfereeso requests and certifies to the
Registrarthat it is, or is acting as a nomineefor, Clearstream, Luxembourg, Euroclearand/or an AlternativeClearingSystem.

McctiDgs

Forthe purposesof any meetingofNoteholders,the holderofthe Notesrepresented by this GlobalCertificate shall (unlessthis Global Certificate represents
only one Note)be treated as [twopersons for the purposes of any quomm requirements of a meeting ofNoteholders and as] being entitled to one vote in
respect ofeach integral currency unit ofthe Specified Currency ofthe Notes.

This Global Certificate shall not become valid forany purpose until authenticated by or on behalf of the Registrar and in the case of Registered Notes held
under the NSSonly, effectuatedby the entity appointed as Common Safekeeperby the relevant Clearing Systems.

This Global Certificate [and any non-contractual obligations arising out of or in connection with it] shall be governed by English law.

In witness whereof the Issuer has caused this Global Certificate to be signed on its behalf.

Dated as ofthe Issue Date.

[ISSUER]

By:

CERTIFICATE OF AUTHENTICATION
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This Global Certificate is authenticated

by or on behalfof the Registrar.

[REGISTRAR]
as Registrar

By;

Authorised Signatory
For the purposes ofauthentication only.

Effectuation

This Global Certificate is effectuated
by or on behalfof the Common Safekeeper

[COMMON SAFEKEEPER]
as Common Safekeeper

By:

Authorised Signatory
For the purposes ofeffectuation ofRegistered Notes held through the NSS only
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Form ofTransfer

For value received the undersigned transfers to

(PLEASE PRINTORTYPEWRITE NAMEANDADDRESS OFTRANSFEREE)

[•] nominal amount of the Notes represented by this Global Certificate, and all rights under them.

Dated

Signed Certifying Signature

Notes:

(i) The signature of the person effecting a transfershall conform to a list of duly authorised specimen signatures supplied by the holder of the Notes
representedby this Global Certificate or(ifsuch signature corresponds with the name as it appears on the face ofthis Global Certificate)be
certified by a notary public or a recognised bank or be supported by such other evidence as a Transfer Agent or the Registrar may reasonably
require.

(ii) A representative ofthe Noteholder should state the capacity in which he signs e.g. executor.
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Schedule

[Insert theprovisions of the relevant Final Terms that relateto theConditions orthe Global Cenificate asthe Schedule.]
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On the front:

Schedule 2

Part A

Form ofBearer Note

IDenominationJ PSIN] [Seriesl ICertif.No.l

[Currency and denomination]

[CENTRALNETWORKS EAST PLCI/[CENTRAL NETWORKS WEST PLC]
(Incorporated with limited liability in England and Wales under

the Companies Act 1985 with registered number [02366923]/[03600574])

EURO MEDIUM TERM NOTE PROGRAMME

Series No. [•]

[Title of issue]

ThisNote forms one of the Series ofNotes referred to above (the"Notes") of [ISSUER] (the"Issuer") designatedas specified in the title hereof. TheNotesare
subject to the Termsand Conditions (the "Conditions") endorsed hereon and are issued subject to, and with the benefit of, the Trust Deed referred to in the
Conditions. Expressionsdefined in the Conditions have the samemeanings in this Note.

The Issuerforvalue received promisesto pay to the bearerof this Note, on presentation and (when no furtherpayment is due in respect of this Note) surrender
of thisNoteon the MaturityDate(oron suchearlierdate as the amountpayable upon redemption under the Conditions maybecomerepayablein accordance
withthe Conditions)the amountpayableupon redemption under the Conditionsand (unlessthisNotedoes not bear interest)to pay interestfrom the Interest
Commencement Date in arrearat the rates,in the amountsand on the dates forpaymentprovidedforin the Conditionstogetherwith such othersumsand
additional amounts (if any) as may be payable under the Conditions, in accordance with the Conditions.

ThisNoteshall not becomevalid or obligatoryforany purposeuntil authenticatedby or on behalfof the Issuingand PayingAgent.

In witness whereof the Issuer has caused this Note to be signed on its behalf.

Dated as ofthe Issue Date.

[ISSUER]

By:

CERTIFICATE OF AUTHENTICATION
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This Note is authenticated

by or on behalfofthe Issuing and Paying Agent.

[ISSUING AND PAYING AGENTl
as Issuing and Paying Agent

By:

Authorised Signatory
For the purposes ofauthentication only.

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED STATES INCOME TAX
LAWS, INCLUDING THE LIMITATIONS PROVIDED IN SECTIONS 1650) AND 1287(a)OFTHEINTERNAL REVENUE CODE.
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On the back:

Terms and Conditions of the Notes

[TheTerms and Conditionsthat areset out in Schedule2 PartC {Terms and Conditionsof the Notes)to the TrustDeedas amended by and incorporating any
additionalprovisionsforming partof such Terms and Conditions and set out in PartAof the relevantFinalTermsshall be set out here.]

ISSUING AND PAYING AGENT

[ISSUING AND PAYING AGENT]

PAYING AGENT[S]
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Schedule 2

PartB

Form ofCertificate

On the front:

[CENTRALNETWORKS EAST PLq/[CENTRAL NETWORKS WEST PLC]
(Incorporated with limited liability in England and Wales under

the Companies Act 1985 with registered number |02366923I/[03600574])

EURO MEDIUM TERM NOTE PROGRAMME

Series No.[*]

[Title of Issue]

This Certificate certifies that [•] of[»] (the"Registered Holder") is, as at the date hereof, registered as the holder of [nominal amount] ofNotesofthe Series
ofNotes referred to above(the"Notes")of [ISSUER] (the"Issuer"), designated as specified in the title hereof. TheNotes aresubject to the Terms and
Conditions (the"Conditions") endorsed hereon and areissued subjectto, andwiththe benefit of,theTrustDeed referred to in theConditions. Expressions
defined in the Conditions have the same meanings in this Certificate.

The Issuer, forvalue received, promises to pay to the holderof the Note(s) represented by this Certificate upon presentation and (when no furtherpaymentis
due in respect oftheNote(s) represented by this Certificate) surrender o^his Certificate on the Maturity Date (or on such earlier date as the amount payable
upon redemption under the Conditionsmaybecomerepayablein accordance with the Conditions)the amountpayable upon redemption under the
Conditions in respect of the Notes representedby this Certificate and (unless theNote(s) representedby this Certificate do not bear interest) to pay interest in
respectof such Notes fiom the InterestCommencementDate in arrearat the rates, in the amounts and on the dates forpayment provided for in the Conditions
together with such other sums and additional amounts (if any) as may be payable under the Conditions, in accordance with the Conditions.

For the purposes of this Certificate, (a) the holder of the Note(s)represented by this Certificate is bound by the provisions of the Agency Agreement,(b) the
Issuercertifies that the Registered Holder is, at the date hereof,entered in the Register as the holder of the Note(s)represented by this Certificate, (c) this
Certificate is evidence of entitlement only, (d) title to the Note(s)represented by this Certificate passes only on due registration on the Register, and (e) only
the holder of the Note(s) represented by this Certificate is entitled to payments in respect oftheNote(s) represented by this Certificate.

This Certificate shall not become valid for any purpose until authenticated by or on behalfof the Registrar.

In witness whereofthe Issuer has caused this Certificate to be signed on its behalf.

Dated as ofthe Issue Date.

[ISSUER]

By:
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CERTIFICATE OF AUTHENTICATION

This Certificate is authenticated

by or on behalfof the Registrar.

IREGISTRAR]

as Registrar

By:

Authorised Signatory
For the purposes ofauthentication only.
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On the back:

Terms and Conditions of the Notes

[The Terms andConditions thataresetout inSchedule 2 Part C(Terms and Conditions oftheNotes) to theTrust Deed asamended by and incorporating any
additional provisions forming partof suchTerms andConditions and setout in PartAofthe relevant Final Terms shallbeset outhere.]
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Form ofTransfer

For value received the undersigned transfers to

Dated

(PLEASE PRINTORTYPEWRITE NAMEANDADDRESS OFTRANSFEREE)

[•] nominal amount ofthe Notes represented by this Certificate,and all rights under them.

Signed Certifying Signature

Notes:

(i) Thesignatureof the personeffectinga transfershall conformto a list of duly authorisedspecimen signatures suppliedby the holderof the Notes
represented by this Certificate or (ifsuch signaturecorresponds with the nameas it appearson the feceof this Certificate) be certified by a notary
public or a recognised bank or be supportedby such otherevidence as a Transfer Agentor the Registrarmayreasonablyrequire.

(ii) A representative ofthe Noteholder should state the capacity in which he signs.

Unless the context otherwise requires capitalised termsused in this Formof Transferhave the samemeaning as in the Trust Deed dated 26 November 2010
between the Issuer and the Note Trustee, [OTHER].

[TO BE COMPLETED BY TRANSFEREE:

[INSERTANY REQUIREDTRANSFEREE REPRESENTATIONS, CERTIFICATIONS,ETC.]]

ISSUINGAND PAYINGAGENT,TRANSFER AGENT[ANDREGISTRAR]

[ISSUING AND PAYING AGENT]

[•]

PAYING AGENT[S] AND TRANSFER AGENT[S]

[•]
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Schedule 2

PartC

Terms and Conditions of the Notes
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TERMS AND CONDITIONS OF THE NOTES

Thefollowing isthe text ofthe terns and conditions that, subject to completion and amendment and assupplemented orvaried inaccordance with the
provisions ofPartAofthe relevant Final Terms, shall be applicable to the Notes in definitiveform (ifany) issued in exchangeforthe Global Note(s)
representing each Series. Either (i) thefull text ofthese terms and conditions together with the relevantprovisions ofPart Aofthe Final Terms or(ii) these
terms and conditions asso completed, amended, supplemented orvaried (and subject to simplification by the deletion ofnon-applicable provisions), shall
be endorsed on such Bearer Notes oron the Certificates relating to such Registered Notes. All capitalised terms that are not defined in these Conditions will
have the meanings given to them in PartAofthe relevant Final Terms. Those definitions will be endorsed on the definitive Notes orCertificates, asthe case
may be. References in the Conditions to Notes 'areto the Notes ofone Series only, not to allNotes that may be issued under the Programme.

The Notes are constituted by, are subject to, and have the benefit of, atrust deed dated 26 November 2010 (as amended orsupplemented as atthe date of
issue ofthe Notes (the "Issue Date"), the "Trust Deed") between Central Networks East pic ("CNE")and Central Networks West pic ("CNW" and, together
with ONE, the "Issuers" and each an "Issuer")) and Deutsche Tmstee Company Limited (the "Note Trustee", which expression shall include all persons for
the time being the trustee or trustees under the Trust Deed) as trustee for the Noteholders (as defined below). Notes issued by each Issuer are obligations solely
ofthat Issuer (the "Relevant Issuer") and without recourse whatsoever to the other Issuer. These terms and conditions (the "Conditions") include summaries
of, and are subject to, the detailed provisions ofthe Trust Deed, which includes the form ofthe Registered Notes, BearerNotes, Certificates, Receipts,
Coupons and Talons referred to below. An Agency Agreement dated 26 November 2010 (as amended orsupplemented as atthe Issue Date, the "Agency
Agreement") has been entered into in relation to the Notes between the Issuers, the Note Tmstee, Deutsche Bank AG, London Branch as issuing and paying
agent and the other agents named init. The issuing and paying agent, the other paying agents, the registrar, the transfer agents and the calculation agent(s) for
the time being (ifany) are referred to below respectively as the "Issuing and Paying Agent", the "Luxembourg Paying Agent", the "Paying Agents" (which
expression shall include the Issuing and Paying Agent and the Luxembourg Paying Agent), the "Registrar", the "Transfer Agents" (which expression shall
include the Registrar) and the "Calculation Agent(s)". Copies ofthe Tmst Deed and the Agency Agreement are available for inspection during usual
business hours atthe principal office ofthe Note Tmstee (presently atWinchester House, 1Great Winchester Street, London EC2N 2DB) and atthe specified
officesof the Paying Agents and the TransferAgents.

The Noteholders, the holders ofthe interest coupons (the "Coupons") relating tointerest bearing Notes inbearer form and, where applicable inthe case of
such Notes, talons for further Coupons (the "Talons") (the "Couponbolders") and the holders ofthe receipts for the payment ofinstalments ofprincipal (the
"Receipts") relating toNotes inbearer form ofwhich theprincipal ispayable ininstalments are entitled to thebenefit of, are bound by, and are deemed to
have notice of, all the provisions ofthe Tmst Deed and are deemed tohave notice ofthose provisions applicable tothem ofthe Agency Agreement.

Asusedin these Conditions, "Tranche" means Noteswhich areidentical in all respects.

1 Form, Denomination and Title

The Notes are issued inbearer form ("Bearer Notes") orinregistered form ("Registered Notes") ineach case intheSpecified Denomination(s) shown
intheFinal Terms provided that inthecase ofany Notes which are tobeadmitted totrading onaregulated market within theEuropean Economic Area
oroffered to thepublic ina Member State oftheEuropean Economic Area incircumstances which require the publication ofa Prospectus under the
Prospectus Directive, the minimum Specified Denomination shallbe€100,000 (oritsequivalent in anyothercurrency as at thedateofissueofthe
relevant Notes).
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All Registered Notesshall have the same Specified Denomination.

Each Note isa Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note, anIndex Linked Interest Note, anIndex Linked Redemption Note, an
Instalment Note, aDual Currency Note, aPartly Paid Note oracombination ofany ofthe foregoing orany other kind ofNote, depending upon the
Interest and Redemption/Payment Basis shown in the Final Terms.

BearerNotes are serially numbered and are issued with Coupons (and, where appropriate, aTalon) attached, save inthe case ofZero Coupon Notes in
which case references to interest (other thanin relation to interest dueafter theMaturity Date), Coupons andTalons in these Conditions arenot
applicable. InstalmentNotes are issued with one or moreReceipts attached.

Registered Notes are represented byregistered certificates ("Certificates") and, save asprovided inCondition 2(c) {Exercise ofOptions orPartial
Redemption inRespect ofRegistered Notes), each Certificate shall represent the entire holding ofRegistered Notes by the same holder.

Title tothe Bearer Notes and the Receipts, Coupons and Talons shall pass by delivety. Title tothe Registered Notes shall pass byregistration inthe
register that the Issuers shall procure tobekept by the Registrar inaccordance with the provisions ofthe Agency Agreement (the "Register"). Except
asordered bya court ofcompetent jurisdiction orasrequired bylaw, theholder (as defined below) ofany Note, Receipt, Coupon orTalon shall be
deemed tobeand may betreated asitsabsolute owner for allpurposes whether ornot it isoverdue and regardless ofany notice ofownership, trust oran
interest init,any writing onit (or ontheCertificate representing it)oritstheft orloss (orthat ofthe related Certificate) and noperson shall beliable for
so treating the bolder.

In these Conditions, "Noteholder" means thebearerofany Bearer Note andtheReceipts relating to it orthe person in whose name aRegistered Note is
registered (as thecase may be), "holder" (inrelation to a Note, Receipt, Coupon orTalon) means thebearer ofanyBearer Note, Receipt, Coupon or
Talon ortheperson in whose name aRegistered Note is registered (as thecase may be)andcapitalised terms have themeanings given to them in the
FinalTerms, the absenceofany such meaningindicating that such termis not applicable to the Notes.

No Exchange of Notes and Transfers of Registered Notes

(a) No Exchange ofNotes: Registered Notes may notbeexchanged for Bearer Notes. Bearer Notes ofoneSpecified Denomination may notbe
exchanged forBearer Notes ofanotherSpecified Denomination. Bearer Notes may not he exchanged forRegistered Notes.

(b) TransferofRegistered Notes: One ormore Registered Notes may betransferred upon thesurrender (atthespecified office oftheRegistrar orany
Transfer Agent)of the Certificate representing such Registered Notesto be transferred, togetherwith the form of transferendorsedon such
Certificate, (oranotherform of transfer substantially in thesame form and containing thesame representations andcertifications (ifany),unless
otherwise agreed bytheRelevant Issuer), dulycompleted and executed andany otherevidence astheRegistrar orTransfer Agent may
reasonably require. In the caseof a transferof partonly of a holding of Registered Notesrepresented by one Certificate, a newCertificate shall be
issued to the transferee in respect of thepart transferred anda further newCertificate in respect ofthe balance of the holdingnot transferred shall
be issued to the transferor. Alltransfers ofNotesand entries on theRegisterwillbe made subject to the detailed regulations concerning transfers
ofNotesscheduled to the Agency Agreement. Theregulations maybe changed by the Issuers, withthe priorwritten approval oftheRegistrar and
theNoteTmstee. Acopyof thecurrent regulations willbe made available by theRegistrar to anyNoteholder uponrequest.

(c) Exercise of Options or Partial Redemption In Respect of Registered Notes: In the case of an exercise of a Relevant Issuer'sor Noteholders'
option in respect of,or a partial redemption of, a holding of Registered Notesrepresented by a single Certificate, a newCertificate shall be issued
totheholder toreflect the exercise ofsuch option orinrespect ofthebalance ohhe
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holding not redeemed. In the caseof a partialexercise of an option resultingin Registered Notesof the sameholding having different terms,
separate Certificates shall be issuedin respect ofthose Notesofthat holding that have the sameterras. NewCertificates shallonly be issued
against surrender oftheexisting Certificates to theRegistrar or anyTransfer Agent. In thecaseof a transfer ofRegistered Notes to a person who is
alreadya holderof Registered Notes,a newCertificate representing the enlargedholding shall only he issuedagainst surrender of the Certificate
representing the existing holding.

(d) Delivery ofNew Certificates: EachnewCertificate to be issued pursuant to ConA\X\on%2Qa){Transfer ofRegistered Notes)ox{c) {Exercise of
Options or Partial Redemption in Respect ofRegisteredNotes)shall be available fordeliverywithin threebusinessdays of receiptof the form of
transfer or Exercise Notice(asdefinedin Condition6(g){Redemption at the OptionofNoteholders)) and surrenderof the Certificate for
exchange. Delivery of the newCertificate(s) shallbemade at thespecified office of theTransfer Agent orofthe Registrar (asthe casemay be)to
whom delivery orsurrender of suchform oftransfer, Exercise Notice orCertificate shallhavebeenmade or,at theoptionofthe holdermaking
suchdelivery orsurrender as aforesaid andas specified in the relevant form oftransfer, Exercise Notice or otherwise in writing, be mailed by
uninsured post at the riskof the holderentitled to the newCertificate to such address as maybe so specified, unlesssuch holder requests
otherwise andpaysin advance to the relevant Transfer Agent thecostsof suchothermethod ofdelivery and/orsuchinsurance as it may specify.
Inthis Condition 2(d){Delivery ofNew Certificates), "business day" means a day,otherthana Saturday orSunday, on which banksareopenfor
businessin the placeof the specifiedofficeof the relevantTransferAgentor the Registrar(asthe case maybe).

(e) TransfersFree ofCharge; Transfers ofNotes and Certificates on registration, transfer, exercise ofan optionorpartial redemption shallbe
effected withoutchargeby or on behalfof the Relevant Issuer, the Registraror the Transfer Agents,but upon paymentof any tax or other
governmental charges that maybe imposedin relationto it (orthe giving of such indemnityas the Registraror the relevantTransfer Agentmay
require).

(f) Closed Periods:NoNoteholder may require thetransfer ofa Registered Noteto be registered (i)duringtheperiod of 15daysending on thedue
date for redemption of,or paymentof any Instalment Amount in respectof,that Note, (ii)during the periodof 15 days priorto any date on which
Notesmaybe called forredemption by the RelevantIssuerat its option pursuantto Condition6(e){Redemption at the Option of the Relevant
Issuer) ot6{(){Optional Redemption PeriodRedemption), (iii)afterany suchNotehasbeencalledforredemption or(iv) during theperiod of
seven days ending on (and including) any Record Date.

Status

The Notesand the Receiptsand Couponsrelatingto themconstitute (subjectto Condition4 {Negative Pledge))direct,general,unconditionaland
unsecured obligationsof the Issuers and shall at all timesrankparipassu and withoutany preference amongthemselves. The paymentobligationsof,
the Issuers under the Notesand the Receiptsand the Couponsrelatingto themshall,save forsuchexceptionsas maybe providedby applicable
legislation and subject to Condition 4 {NegativePledge), at all times rank at least equally with all other unsecured and unsubordinated indebtedness of
the Issuers present and future.

Negative Pledge

So long as any Noteor Couponremains outstanding(asdefined in the TrustDeed), the Relevant Issuerwill not create,or have outstanding,any
mortgage,charge, lien, pledge or other security interest,upon the whole or any part of its present or future undertaking, assets or revenues (including
any uncalled capital) to secureany Relevant Indebtedness,or any guarantee or indemnity in respect of any Relevant Indebtedness,without at the same
timeor priortheretoaccording to the Notesand the Couponseither (A)the samesecurityas is createdor subsistingto secureany such Relevant
Indebtedness, guarantee
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orindemnity or(B) such other security aseither (i)theNote Trustee shall in itsabsolute discretion deem not materially less beneficial totheinterests of
theNoteholders or(ii)shall beapproved byan Extraordinary Resolution (asdefined in theTrust Deed) oftheNoteholders.

In this Condition:

"Relevant Indebtedness" means any indebtedness which is inthe form of, orrepresented orevidenced by,bonds, notes, debentures, loan stock orother
securities having an original maturity ofmore than one year which (with the consent ofthe Relevant Issuer ofsuch indebtedness) for the time being are,
orareintended to becapable ofbeing,quoted, listed or dealt in ortraded ona stockexchange or over-the-counter orothersecurities market.

Interest and other Calculations

(a) InterestonFixedRate Notes: Each Fixed RateNotebearsinterest on its outstanding nominal amount from the Interest Commencement Date at
therate perannum (expressed asa percentage) equal to theRate ofInterest, such interest being payable in arrearon each Interest Payment Date.
Theamount of interest payable shallbe deteimined in accordance with Condition 5(h)(Calculations).

(b) Interest on Floating Rate Notes and Index Linked Notes:

(i) Interest Payment Dates: Each Floating Rate Note and Index Linked Interest Note bears interest onitsoutstanding nominal amount from
theInterest Commencement Date at therate perannum (expressed asa percentage) equal to theRate ofInterest, such Interest being
payable in airear oneachInterest Payment Date. Theamount of interest payable shallbe deteimined in accordance withCondition 5(h)
(Calculations). Such Interest Payment Date(s) is/are eithershown in the Final Terms asSpecified Interest Payment Dates or,if no
Specified Interest Payment Date(s) is/areshownin the FinalTerms, InterestPayment Dateshall mean each date whichfallsthe numberof
monthsor otherperiodshown in the FinalTermsas the Interest Period afterthe precedingInterestPayment Dateor, in the caseof the first
Interest Payment Date, after the Interest Commencement Date.

(ii) Business DayConvention:lf&ny datereferred to in theseConditions that is specified to be subject to adjustment in accordance witha
Business Day Convention would otherwise fall ona day that is not a Business Day, then,if theBusiness Day Convention specified is
(A)the Floating Rate Business Day Convention, such date shall be postponed to the next day that is a Business Day unless it would
thereby fall into the next calendar month, in which event (x) such date shall be brought forward to the immediately preceding Business
Day and G')each subsequent such date shall be the last Business Day of the mouth in which such date would have fallen had it not been
subject to adjustment,(B)the FollowingBusinessDayConvention,such date shall be postponed to the next day that is a Business Day,
(C)the Modified Following BusinessDayConvention,such date shall be postponedto the next day that is a BusinessDayunlessit
would thereby fall into the next calendar month, in which event such date shall be brought forward to the immediately preceding
BusinessDayor (D)the PrecedingBusinessDayConvention,such date shall be brought forward to the immediately precedingBusiness
Day.

(iii) Rate ofInterestfor Floating Rate Notes: The Rate of Interest in respect of Floating Rate Notes for each Interest Accmal Period shall be
determined in the mannerspecified in the Final Termsand the provisions below relating to either ISDA Determination or ScreenRate
Determination shall apply, depending upon which is specified in the Final Terms.
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(A) ISDADetermination for Floating Rate Notes

Where ISDA Determinationis specified in the Final Termsas the manner in which the Rate oflnterest is to be determined, the Rate
oflnterest for eachInterest Accrual Period shallbe determined by the Calculation Agent as a rateequalto the relevant ISDA Rate.
Forthe purposes of thissub-paragraph (A), "ISDA Rate" foran Interest Accrual Period means a rateequal to theFloating Ratethat
wouldbe determined by the CalculationAgentundera Swap Transactionunder the termsof an agreement incorporating the ISDA
Definitions and under which:

(x) the Floating Rate Option is as specified in the relevant Final Terms

(y) the Designated Maturity is a period specified in the relevant Final Terms and

(z) the relevantResetDateis the first day of that InterestAccrual Periodunlessotherwise specifiedin the relevantFinalTerms.

Forthe purposes of this sub-paragraph (A), "Floating Rate", "Calculation Agent", "Floating Rate Option", "Designated
Maturity", "Reset Date" and"Swap Transaction" have the meanings given to those terms in the ISDADefinitions.

(B) Screen Rate Determination for Floating Rate Notes

(x) Where Screen Rate Determination is specified in the Final Terms as the manner in which the Rate oflnterest is to be
determined,the Rate oflnterest for each Interest Accmal Period will, subject as provided below, be eithen

(1) the offered quotation; or

(2) the arithmetic mean of the offered quotations,

(expressedas a percentage rate per annum) for the ReferenceRate which appears or appear, as the case may be, on the
Relevant ScreenPage as at either 11.00 a.m.(London time in the case of LIBORor Bmssels time in the case of EURIBOR)
on the InterestDetermination Date in question as determined by the Calculation Agent. If five or more of such offered
quotationsareavailableon the RelevantScreen Page,the highest (or,ifthere is morethan one suchhighest quotation,one
only of such quotations)and the lowest(or,ifthere is motethan one such lowestquotation, one only of such quotations)
shallbe disregarded by theCalculation Agent forthe purpose of determining the arithmetic mean ofsuchoffered quotations.

Ifthe Reference Rate from time to time in respect of FloatingRateNotesis specifiedin the FinalTermsas being other than
LIBORor EURIBOR, the Rate oflnterest in respect of such Notes will be determined as provided in the Final Terms.

(y) if the Relevant ScreenPage is not available or if, sub-paragraph(x)(l) applies and no such offeredquotation appears on the
RelevantScreen Pageor if sub paragraph (x)(2) above applies and fewer than threesuch offered quotationsappearon the
Relevant ScreenPage in each case as at the time specified above, subject as provided below, the Calculation Agent shall
request, if the Reference Rate is LIBOR, the principal London office ofeach of the Reference Banks or, if the Reference Rate
is EURIBOR, the principal Euro-zoneoffice of each of the Reference Banks, to provide the Calculation Agent with its
offered quotation (expressed as a percentage rate per annum) for the Reference Rate if the Reference Rate is LIBOR, at
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approximately 11.00a.m. (London time), or if the Reference Rate is EURIBOR,at approximately 11.00a.m. (Brussels time)
on the Interest Determination Datein question.If two or moreof the Reference Banksprovidethe CalculationAgentwith
such offered quotations, the Rate ofInterest for such Interest Accrual Period shall be the arithmetic mean ofsuch offered
quotations as determined by the Calculation Agent; and

(z) if paragraph ^) above appliesand the CalculationAgentdetermines that fewer than two Reference Banksareproviding
offered quotations,subject as providedbelow,the Rateof Interest shall be the arithmetic meanof the ratesper annum
(expressed as a percentage)as communicated to (andat the requestof)the CalculationAgentby the Reference Banksor any
two or moreof them, at which such banks wereoffered, if the ReferenceRate is LIBOR,at approximately 11.00 a.m.(London
time) or, if the ReferenceRate is EURIBOR, at approximately 11.00 a.m.(Brussels time) on the relevant Interest
Determination Date, deposits in the Specified Currency for a period equal to that which would have been used for the
Reference Rate by leading banks in, ifthe Reference Rate is LIBOR, the London inter-bank maritet or, ifthe Reference Rate
is EURIBOR, the Euro-zone inter-bank market,as the case maybe,or, if fewer than twoof the Reference Banks providethe
Calculation Agent with such offeredrates, the offered rate for deposits in the Specified Currency fora period equal to that
whichwouldhavebeen used forthe Reference Rate,or the arithmetic meanof the offered rates fordepositsin the Specified
Currency fora period equal to that which would have been used for the Reference Rate, at which, ifthe Reference Rate is
LIBOR, at approximately 11.00a.m. (London time) or, if the ReferenceRate is EURIBOR, at approximately 11.00 a.m.
(Brussels time), on the relevant Interest Determination Date, any one or more banks (which bank or banks is or are in the
opinion of the NoteTrusteeand the Relevant Issuersuitable forsuch purpose)informs the CalculationAgent it is quoting to
leading banks in, ifthe Reference Rate is LIBOR, the London inter-bank market or, ifthe Reference Rate is EURIBOR, the
Euro-zone inter-bank market, as the case may be, provided that, if the Rate of Interest cannot be determined in accordance
with the foregoing provisions of this paragraph, the Rate oflnterest shall be determined as at the last preceding Interest
Determination Date (though substituting, where a different Margin or Maximum or Minimum Rate oflnterest is to be
applied to the relevant Interest AccrualPeriod fiomthat which applied to the last preceding Interest AccrualPeriod, the
Margin or Maximumor Minimum Rate oflnterest relating to the relevant Interest AccrualPeriod, in place of the Margin or
Maximumor Minimum Rate oflnterest relating to that last preceding Interest Accmal Period).

(iv) Rate oflnterest for Index Linked Interest Notes.- The Rate oflnterest in respect of Index Linked InterestNotes for each Interest Accrual
Period shall be determined in the mannerspecifiedin the FinalTerms and interestwill accrueby reference to an Indexor Formula as
specified in the Final Terms.

(c) Zero Coupon Notes:Where a Notethe InterestBasisof whichis specifiedto be ZeroCouponis repayableprior to the MaturityDateand is not
paid whendue, the amountdue and payable priorto the MaturityDateshall be the EarlyRedemption Amount of suchNote.As from the
MaturityDate,the Rateoflnterest forany overdueprincipalof such a Noteshall be a rateper annum(expressed as a percentage)equal to the
AmortisationYield (as described in Condition 6(b)(i){EarlyRedemption)).
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(d) Dual Currency Notes: In the case ofDual Currency Notes, ifthe rate or amount ofinterest falls to be determined by reference to a Rate of
Exchange or a method of calculating Rate ofExchange, the rate or amount ofinterest payable shall be determined in the manner specified in the
Final Terms.

(e) Partly Paid Notes: In the case ofPartly Paid Notes (other than Partly Paid Notes which are Zero Coupon Notes), interest will accrue as aforesaid
on the paid-up nominal amount ofsuch Notes and otherwise as specified in the Final Terms.

(0 Accrual ofinterest: Interest shall cease to accrue on each Note on the due date forredemption unless, upon due presentation, payment is
improperlywithheld or refused, in which event interest shall continue to accrue (both befbre and afterjudgment) at the Rate ofinterest in the
manner provided in this Condition 5 {Interestand other Calcidations)io the Relevant Date (as defined in Condition 9 {Taxation)).

(g) Margin, Maximum/Minimum Rates ofinterest, Instalment Amounts, Redemption Amounts and Rounding:

(i) If any Margin is specified in the Final Terms(either (x) generally, or (y) in relation to one or moreInterest Accmal Periods),an
adjustment shall be made to all Rates ofinterest, in the case of (x),or the Rates ofinterest for the specified Interest AccrualPeriods, in the
case of(y), calculated in accordance with Condition 5(!o) {Interest on Floating Rate Notes and Index Linked Notes) aho\e by adding (if a
positive number)or subtracting the absolute value (if a negative number)of such Margin, subject always to the next paragraph.

(ii) If any MaximumorMinimumRateoflnterest, Instalment Amount or Redemption Amount is specified in the Final Terms,then any Rate
ofinterest. Instalment Amount or Redemption Amount shall be subject to such maximumor minimum,as the case may be.

(iii) Forthe purposes of any calculations required pursuant to these Conditions (unlessotherwise specified),(x) all percentages resulting fiom
such calculations shall be rounded, if necessary, to the nearest one hundred-thousandth ofa percentage point (with halves being rounded
lip)!(y) ail figures shall be rounded to seven significant figures (with halves being rounded up) and (z) all currency amounts that fall due
and payable shall be rounded to the nearest unit ofsuch currency (with halves being rounded up), save in the case ofyen, which shall be
rounded down to the nearestyen. For these puiposes "unit" means the lowest amount of such currency that is available as legal tender in
the countries ofsuch currency.

(h) Calculations: The amount ofinterest payable per Calculation Amount in respect of any Note for any InterestAccrual Period shall be equal to the
product of the Rate ofinterest, the Calculation Amount specified in the Final Terms, and the Day Count Fraction for such Interest Accrual Period,
unless an Interest Amount (or a formula for its calculation) is applicable to such Interest Accrual Period, in which case the amount ofinterest
payable per Calculation Amount in respect ofsuch Note for such Interest Accrual Period shall equal such Interest Amount (or be calculated in
accordance with such fotmula).Whereany Interest Period comprises two or more Interest AccrualPeriods, the amount ofinterest payable per
Calculation Amount in respect ofsuch Interest Period shall be the sum of the Interest Amounts payable in respect ofeach ofthose Interest
Accrual Periods. In respect ofany other period for which interest is required to be calculated, the provisions above shall apply save that the Day
Count Fraction shall be for the period for which interest is required to be calculated.

(i) Determination and Publication of Rates of Interest, Interest Amounts, Final Redemption Amounts, Early Redemption Amounts, Optional
Redemption Amounts and Instalment Amounts: The Calculation Agent shall as soon, as practicable on each Interest Extermination
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Date, orsuch other time on such date as the Calculation Agent may be required to calculate any rate oramount, obtain any quotation ormake
any determination orcalculation, determine such rate and calculate theInterest Amounts inrespect ofeach denomination ofthe Notes for the
relevant Interest Accrual Period, Interest Period orInterest Payment Date calculate the Final Redemption Amount, Early Redemption Amount,
Optional Redemption Amount or Instalment Amount, obtain such quotation and/or make such determination or calculation, as the case may be,
and cause the Rate ofInterest and the Interest Amounts for each Interest Accrual Period, Interest Period or Interest Payment Date and, ifrequired',
the relevant Interest Payment Date and, ifrequired tobe calculated, the Final Redemption Amount, Early Redemption Amount, Optional
Redemption Amount orany Instalment Amount tobenotified tothe Note Trustee, the Relevant Issuer, each ofthe Paying Agents, the
Noteholders, any other Calculation Agent appointed inrespect ofthe Notes that istomake a further calculation upon receipt ofsuch information
and, ifthe Notes are listed on astock exchange and the rules ofsuch exchange orother relevant authority so require, such exchange orother
relevant authority as soon as possible after their deteimination but in no event later than (i) the commencement ofthe relevant Interest Period, if
determined prior tosuch time, inthe case ofnotification tosuch exchange ofaRate ofInterest and Interest Amount, or(ii) inall other cases, the
fourth Business Day after such determination. Where any Interest Payment Date orInterest Period Date issubject toadjustment pursuant to
Condition 5(b)(ii) {Interest on Floating Rate Notes and Index Linked Notes), the Interest Amounts and the Interest Payment Date so published
may subsequently beamended (orappropriate alternative arrangements made with theconsent oftheNote Trustee byway ofadjustment)
without notice inthe event ofall extension orshortening ofthe Interest Period. Ifthe Notes become due and payable under Condition 11 {Events
ofDefault), the accrued interest and the Rate ofInterest payable inrespect ofthe Notes shall nevertheless continue to be calculated as previously
in accordance with this Condition but no publicationof the Rate of Interestor the InterestAmount so calculatedneedbe madeunlessthe Note
Trustee otherwise requires. Thedetermination ofany rate oramount, theobtaining ofeach quotation and themaking ofeach determination or
calculation bytheCalculation Agentfs) shall (intheabsence ofmanifest error) be final andbinding upon all parties.

(j) Determination or Calculation byNote Trustee: IftheCalculation Agent does notat any time foranyreason determine orcalculate theRate of
Interest for anInterest Accrual Period oranyInterest Amount, Instalment Amount, Final Redemption Amount, Early Redemption Amount or
Optional Redemption Amount, ortakeany action thatit isrequired to do pursuant to these Conditions, theCalculation Agent shall forthwith
notify theRelevant Issuer, theNote Trustee andtheIssuing and Paying Agent and theNote Trustee (whether ornotit receives such notice) shall
do so (or shall appoint an Agent. In itsbehalftodo so) and such determination orcalculation shall bedeemed tohave been made bythe
Calculation Agent indoing so,theNote Tmstee shall apply theforegoing provisions ofthis Condition, with anynecessary consequential
amendments, to the extent that, in its opinion, it can do so, and, in all other respects it shall do so in suchmanneras it shall deemfairand
reasonable in all the circumstances.

(k) Definitions: In theseConditions, unless thecontextotherwise requires, the following defined terms shallhavethe meanings set out below:

"Business Day" means:

(i) in thecase ofa currency otherthaneuro, a day (other thana Saturday orSunday) onwhich commercial banks andforeign exchange
markets settle payments in the principal financial centre for such currency and/or

(ii) in the caseofeuro, a day on whichthe TARGET System is operating(a "TARGET BusinessDay") and/or

(iii) in the caseof a currency and/or one or more BusinessCentresa day (otherthan a Saturdayor a Sunday)on whichcommercial banksand
foreign exchangemaricets settle paymentsin such currency in the BusinessCentre(s) or, if no currency is indicated,generallyin eachof
the Business Centres.
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"Day CountFraction" means, in respect of thecalculation of an amount of interest on anyNoteforanyperiod of time (from and including the
first day of such period to but excluding the last)(whetheror not constitutingan InterestPeriodor an InterestAccrual Period,the "Calculation
Period"):

(i) if "Actual/Actual" or"Actual/Actual—ISDA" is specified in the Final Terms, theactual number of daysin theCalculation Period
divided by 365 (or, if anyportion ofthat Calculation Period fallsin a leap year,thesum of (A) theactual number of daysin thatportion
ofthe Calculation Period falling in a leapyeardivided by 366and (B)the actual number of daysin thatportion oftheCalculation
Period falling in a non-leap year divided by 365)

(ii) if "Actual/365 (Fixed)" is specified in the Final Terms, theactual number ofdaysin theCalculation Period divided by 365

(iii) if"Actual/365 (Sterling)" isspecified in theFinal Terms, theactual number ofdaysin theCalculation Period divided by365 or, in the
case ofan Interest Period Date falling in a leap year, 366

(iv) if"Actual/360"is specified in the Final Terms, theactual number ofdaysin theCalculation Period divided by 360

(v) if"30/360", "360/360" or "Bond Basis" is specified in the Final Terms, thenumber ofdays in theCalculation Period divided by 360,
calculated on a formula basis as follows:

Day Count Fraction = 1360 x (Y2 -¥111 +130 x nvt2 -Mlfi+tPl -Dll
360

where:

"Yl" is the year, expressed as a number, in which the first day of the Calculation Period falls;

"Y2" is the year,expressed as a number,in whichthe day immediately following the last day included in the CalculationPeriodfalls;

"Ml" is the calendar month, expressed as a number, in which the first day of the Calculation Period falls;

"M2" is the calendarmonth,expressed as a number, in whichthe day immediately following the last day included in the Calculation
Period falls;

"Dl" is the first calendar day, expressed as a number, ofthe Calculation Period, unless such number would be 31, in which case Dl will
be 30;and

"D2" is the calendarday, expressed as a number, immediately following the last day included in the CalculationPeriod,unlesssuch
number would be31 andDi is greater than 29, in which case D2 will be30

(vi) if "30E/360" or"EurobondBasis" is specified in the Final Terms, the number ofdaysin theCalculation Period divided by 360,
calculated on a formula basis as follows:

Day Count Fraction = [360 x (Yl -Yl 11-I-130 x fM2 •Ml"i"l-HT)2 -Dli
360
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where:

"Yi" is the year, expressed as a number, in which the first day of the Calculation Period falls;

"V2" is theyear, expressed as a number, in which thedayimmediately following the lastday included in theCalculation Period falls;

"Ml" is the calendar month, expressed as a number, in which the first day of the Calculation Period falls;

"M2" is the calendarmonth,expressed as a number, in which the day immediately following the last day included in the Calculation
Period falls;

"Dl" is the first calendarday, expressed as a number, of the CalculationPeriod,unlesssuch numberwouldbe 31, in whichcaseDi will
be 30;and

"D2 " is the calendarday,expressed as a number, immediately following the last day included in the CalculationPeriod,unlesssuch
number would be 31, in which case D2 will be 30

(vii) if "30E/360(ISDA)" is specified in the Final Terms, the number of daysin the Calculation Period divided by 360,calculated ona
fonnula basis as follows:

Day Count Fraction = 1360 x ry2 -¥111 + 130 x fM2 -Mlil+fDl -DH
360

where:

" Vi" is the year, expressed as a number, in which the first day ofthe Calculation Period falls;

"Y2" is the year,expressed as a number, in whichthe day immediately following the last day included in the CalculationPeriod falls;

"Ml" is the calendar month, expressed as a number, in which the first day ofthe Calculation Period falls;

"M2" is thecalendar month, expressed asa number, in which theday immediately following the lastdayincluded in theCalculation
Period falls;

"Dl" is the first calendar day,expressed as a number, ofthe Calculation Period, unless (i)thatday is the lastday ofFebmary or(ii) such
number would be 31, in which caseD2 will be 30; and

"D2" is thecalendar day,expressed asa number, immediately following the lastdayincluded in theCalculation Period, unless (i)that
day is the last day of Februarybut not the Maturity Date or (ii) such number would be 31, in which case D2will be 30

(viii) if "Actnal/Actual-ICMA" is specified in the Final Terms,

(a) if the CalculationPeriodis equal to or shorterthan the Determination Periodduringwhichit falls, the numberof days in the
CalculationPeriod divided by the productof(x) the numberof days in such Determination Periodand (y) the numberof
Determination Periods normally ending in any year; and

(b) if the Calculation Period is longerthan one Determination Period, the sum of:

(x) the number of daysin suchCalculation Period falling in the Determination Period in which it beginsdivided by theproduct
. of(l) the numberof days in such Determination Period and (2)the numberof Determination Periods normallyending in any

year, and
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(y) the number of daysin suchCalculation Period falling in the next Determination Period divided by the product of (1)the number of
days in such Determination Period and (2) the numberofDeterminationPeriods normallyending in any year

where:

"Determination Period" meansthe period from and including a Determination Date in any year to but excluding the next
Determination Date and

"DeterminationDate" means thedate(s) specified assuchin the Final Terms or,ifnone issospecified, the Interest Payment
Date(s)

"Euro-zone"means the region comprised of member statesofthe European Union thatadoptthesinglecurrency in accordance withtheTreaty
establishing the European Community, as amended.

"Interest AccrualPeriod" means the period beginning on (and including) the Interest Commencement Date and endingon (butexcluding) the
first Interest Period Date andeachsuccessive period beginning on (and including) an Interest Period Date andendingon (butexcluding) the next
succeeding Interest Period Date.

"Interest Amount" means:

(i) in respect of an InterestAccmal Period, the amount ofinterest payable per Calculation Amount for that InterestAccrual Period and
which, in thecaseofFixed RateNotes, andunless otherwise specified in the Final Terms, shallmean the Fixed Coupon Amount or
BrokenAmount specifiedin the FinalTerms as being payableon the Interest Payment Dateending the InterestPeriodofwhich such
Interest Accrual Period forms part; and

(ii) in respect ofanyotherperiod, theamount ofinterestpayableperCalculation Amount forthatperiod.

"InterestCommenccment Date" means the Issue Date or such other date as may be specified in the Final Terms.

"Interest Determination Date" means, withrespect to a Rateofinterest and Interest Accrual Period,the date specifiedas such in the FinalTerms
or,ifnone issospecified, (i)the first day ofsuchInterest Accrual Period if the Specified Currency is Sterling or(ii) theday felling two Business
Days inLondon for theSpecified Currency priorto thefirst day ofsuch Interest Accrual Period if theSpecified Currency isneither Sterling nor
euro or (iii)thedayfalling two TARGET Business Days priorto the first dayof suchInterest Accmal Period if theSpecified Currency is euro.

"Interest Period" meansthe periodbeginningon and includingthe InterestCommencement Dateand ending on but excluding the first Interest
Payment Dateandeachsuccessive period beginning onand including an Interest Payment Dateand endingon but excluding the next
succeeding Interest Payment Date.

"Interest Period Date" means each Interest PaymentDate unless otherwise specified in the Final Terms.

"ISDA Definitions" means the 2006ISDA Definitions,as published by the International Swapsand Derivatives Association, Inc.,unless
otherwise specified in the Final Terms.
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"RateofInterest"means therate of interest payable from time to time in respect of thisNote andthatiseither specified orcalculated in
accordance with the provisions in the Final Terms,

"Reference Banks" means, in thecaseof a determination ofLIBOR, the principal London office of four majorbanksin the London inter-bank
market and,in thecase ofa determination ofEURIBOR, theprincipal Euro-zone office offour major banks in theEuro-zone inter-bank market,
in each case selected by the Calculation Agent or as specified in the Final Terms.

"Reference Rate" means the rate specified as such in the Final Terms.

"Relevant Screen Page"means such page, section, caption, column orotherpart ofa particular information service asmaybespecified in the
Final Terms. "Specified Currency" means thecuirency specified assuch in theFinal Terms or,ifnone isspecified, thecurrency inwhich the
Notes are denominated.

"TARGET System" means theTrans-European Automated Real-Time Gross Settlement Express Transfer (known as TARGET2) System which
was launched on 19 November 2007 or any successor thereto.

(1) Calculation Agent: TheRelevant Issuer shallprocure that thereshallat all times beone ormore Calculation Agents if provision is made for
themin the Final Terms and forso longasanyNote is outstanding (asdefined in theTrustDeed). Where more thanone Calculation Agent is
appointed in respect of theNotes, references in these Conditions to theCalculation Agent shallbe construed as eachCalculation Agent
performing its respective dutiesunderthe Conditions. IftheCalculation Agent is unableorunwilling to actas suchor if theCalculation Agent
failsduly to establish the Rateof Interestforan Interest Accrual Periodor to calculate any InterestAmount, Instalment Amount, Final
Redemption Amount, Early Redemption Amount orOptional Redemption Amount, as thecasemay be,or to comply withanyotherrequirement,
the RelevantIssuershall (withthe priorapprovalof the NoteTrustee) appoint a leading bank or financial institution engagedin the interbank
market (or, if appropriate,money, swapor over-the-counter index options market)that is most closely connected with the calculation or
determination to be made by the CalculationAgent(acting through its principalLondonofficeor any otherofficeactively involved in such
market) to act as such in its place.TheCalculationAgentmaynot resignits duties withouta successorhaving beenappointed as aforesaid.

(m) Adjustmentto Rate of Interest: If,in respectof a Trancheof Notes,"Ratings Downgrade Rate Adjustment" is specifiedin the relevantFinal
Termsas being applicable, the Rate of Interest specified in the Final Terms(the "Initial Rate of Interest") and payable on the Noteswill be
subject to adjustment fiomtimeto time in the eventof a Rating Changeor Rating Changes,within the period from and includingthe Issue Date
ofsuch Trancheof Notesto and including the date falling 18months fiom such IssueDate(the"Rating Change Period", with the final date of
such Rating Change Period being the "Rating Change Period End Date"), which adjustment shall be determined as follows.

If, following a Rating Change within the Rating Change Period:

(i) the lowest Rating then assigned to the Notes is A-or A3 or higher, then (unless there is a subsequent Rating Change within the Rating
Change Period) from and including the first Interest Payment Date following the Rating Change, the rate of interest payable on the Notes
shall be the Initial Rate oflnterest;

(ii) the lowest Rating then assigned to the Notes is BBB-t- or Baal, then (unless there is a subsequent Rating Change within the Rating
Change Period) fern and including the first Interest Payment Date following the Rating Change, the rate of interest payable on the Notes
shall be the Initial Rate oflnterest plus 0.25 per cent, per annum;

(iii) the lowest Rating then assigned to the Notes is BBB orBaa2, then (unless there is a subsequent Rating Change within the Rating
Change Period) from and including the first Interest Payment Date following the Rating Change, the rate oflnterest payable on the Notes
shall be the Initial Rate oflnterest plus 0.50 per cent, per annum; or
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(iv) the lowest Rating then assigned tothe Notes isBBB- orBaa3 orlower, orifsuch Ratings are withdrawn by both ofMoody's and S&P,
then (unless there isasubsequent Rating Change within the Rating Change Period) from and including the first Interest Payment Date
following the Rating Change the rate ofinterest payable on the Notes shall be the Initial Rate ofInterest plus 0.75 percent, per annum

in each case, the "Revised Rate of Interest".

Following each Rating Change the Relevant Issuer will notify the Noteholders ofthe Revised Rate ofInterest following such Rating Change in
accordance with the provisions ofCondition 17 (Not/cei) as soon as reasonably practicable afterthe occurrence ofthe Rating Change. If, in
respect ofanInterest Period (the "Relevant Interest Period"), there ismore than one Rating Change, theRevised Rate ofInterest which will
apply forthe succeeding Interest Period will bethe Revised Rate oflnterest resulting from thelast Rating Change in the Relevant Interest Period.

There shall beno limit tothe number oftimes that adjustments tothe rate ofinterest payable onthe Notes may be made pursuant tothis
Condition 6(m) duiing the Rating Change Period, provided always that atno time during the term ofthe Notes will the rate ofinterest payable
on the Notes be less than the Initial Interest Rate ormore than the Initial Interest Rate plus 0.75 per cent, per annum. Forthe avoidance ofdoubt,
the rate ofinterest payable on the Notes from and including the first Interest Payment Date following the Rating Change Period End Date to
maturity ofthe Notes shall bedetermined inaccordance with theRatings assigned to the Notes asofthe Rating Change Period End Date.

"Rating Agency" means Standard &Poor's Ratings Services, a Division ofThe McGraw-Hill Companies Inc. orany ofitssubsidiaries and their
successors orMoody's Investors Service Limited orany ofitssubsidiaries and their successors orany rating agency substituted for any ofthem
(oranypermitted substitute ofthem) bytheRelevant Issuer from time to time with theprior written approval oftheNoteTrastee; and

"Rating Change" means thepublic announcement byany Rating Agency assigning a credit rating totheNotes ofa change in,orconfirmation
of,the rating ofthe Notes or, asthecasemay be,of a creditratingbeingapplied.

Redemption, Purchase and Options

(a) Redemption by Instalments and Final Redemption:

(i) Unless previously redeemed, purchased and cancelled asprovided in thisCondition 6{Redemption, Purchase and Cations), each Note
that providesforInstalment Datesand Instalment Amounts shall be partiallyredeemed on each Instalment Dateat the relatedInstalment
Amount specified in the Final Terms. Theoutstanding nominal amount of eachsuchNoteshallbe reduced by the Instalment Amount (or,
ifsuchInstalment Amount is calculated by reference to a proportion ofthe nominal amount ofsuchNote, suchproportion) forall
purposes with effect from the related Instalment Date, unless payment ofthe Instalment Amount is improperly withheld orrefused, in
whichcase,such amountshall remainoutstandinguntil the RelevantDaterelatingto such Instalment Amount.

(ii) Unless previously redeemed, purchased and cancelled asprovided below, each Note shall be finally redeemed on theMaturity Date
specified in the FinalTerms at its FinalRedemption Amount (which, unlessotherwise provided in the FinalTerms, is its nominal
amount) or, in the case ofa Note falling within paragraph (i) above, its final Instalment Amount.

(b) Early Redemption:

(i) Zero Coupon Notes:
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(A) TheEarly Redemption Amount payable in respect ofany Zero Coupon Note, theEarly Redemption Amount ofwhich isnotlinked
toan index and/or a fonnula, upon redemption ofsuch Note pursuant toCondition 6(c) {Redemption ForTaxation Reasons) or
uponit becoming due andpayable asprovided in Condition 11 {Events ofDefault) shallbe the Amortised FaceAmount
(calculated as providedbelow)of suchNote unlessotherwise specifiedin the FinalTerms.

(B) Subject to theprovisions ofsub-paragraph (C) below, the"Amortised FaceAmount'' ofany such Note shall bethescheduled
Final Redemption Amount ofsuch Note onthe Maturity Date discounted atarate perannum (expressed asapercentage) equal to
theAmortisation Yield (which, ifnone isshown in theFinal Terms, shall besuch rate aswould produce anAmortised Face Amount
equal totheissue price oftheNotes ifthey were discounted back to their issue price onthe Issue Date) compounded annually.

(C) Ifthe Early Redemption Amount payable inrespect ofany such Note upon itsredemption pursuant toCondition 6(c) {Redemption
for Taxation Reasons) or upon it becoming due and payable as provided in Condition 11 Events ofDefault) is not paid when due,
the Early Redemption Amount due and payable in respect ofsuch Note shall be the AmortisedFace Amount ofsuch Note as
defined insub-paragraph (B) above, except thatsuch sub-paragraph shall have effect as though thedate onwhich theNote
becomes due and payable were the Relevant Date. The calculation of the Amortised Face Amount in accordance with this sub-
paragraph shall continue to be made (both before and afterjudgment) until the Relevant Date unless the Relevant Date falls on or
after theMaturity Date, inwhich case theamount dueandpayable shall bethescheduled Final Redemption Amount ofsuchNote
on theMaturity Date together with any interest thatmay accrue inaccordance with Condition 5(c) {Zero Coupon Notes).

Where such calculation is tobe made foraperiod ofless than oneyear, it shall bemade on thebasis of theDay Count Fraction shown in
the Final Terms.

(ii) Other Notes: The Early Redemption Amount payable in respect ofany Note (other than Notes described in(i) above), upon redemption
ofsuch Note pursuant to Condition 6(c) {Redemptionfor Taxation Reasons) orupon it becoming due and payable asprovided in
Condition 11 (Events ofDefault), shallbe theFinalRedemption Amount unless otherwise specified in the Final Terms.

(c) Redemption for TaxationReasons: TheNotes may beredeemed at theoption of theRelevant Issuer in whole, butnotin part, onany Interest
Payment Date (ifthisNote iseither aFloating Rate Note oranIndex Linked Note) orat any time (ifthisNote isneither a Floating Rate Note nor
an Index Linked Note),on giving not less than 30 normore than 60 days' notice to the Note Tmstee and the Noteholders in accordance with
Condition 17{Notices) (which notice shall be irrevocable) at theirEarly Redemption Amount (as described in Condition 6<)o) {Early
Rerfemp/ion) above) (together with interest accrued to the date fixed forredemption), if (i) the Relevant Issuersatisfies the Note Trustee
immediately beforethe giving ofsuch notice that it has or will becomeobliged to pay additionalamountsas described underCondition9
{Taxation) as a result of anychange in,of amendment to, the laws or regulations of the United Kingdom oranypolitical subdivision orany
authority thereofor therein havingpower to tax,orany change in theapplication or official interpretation ofsuch laws or regulations, which
change oramendment becomes effective on orafterthe dateon which agreement is reached to issuethe first Tranche oftheNotes, and(ii)such
obligation cannot beavoided by theRelevant Issuer takingreasonable measures available to it,provided thatno suchnoticeofredemption shall
be given earlierthan 90 days priorto the earliest date on whichthe Relevant Issuerwouldbe obliged to pay such additionalamountswere a
payment in respect of theNotesthen due. Priorto the publication ofany notice of redemption pursuantto this Condition 6(c)
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{Redemptionfor Taxation Reasons), theRelevant Issuer shall deliver to theNote Trustee a certificate signed bya Director of theRelevant Issuer
statingthat theobligation referred to in (i)abovecannotbe avoided by the Relevant Issuer takingreasonable measures available to it andthe
Note Trustee shall beentitled toaccept such certificate assufficient evidence ofthe satisfection ofthecondition precedent setoutin(ii) above,
inwhich eventit shallbeconclusive andbindingonNoteholders and Couponholders.

All Notes in respect of which anysuchnoticeis givenshallbe redeemed on thedatespecified in suchnoticein accordance with thisCondition.

(d) Redempticn ForIndexation Reasons: Upon the occurrence ofany Index Event (as defined below), the Relevant Issuer may, upon giving not
less than 30normore than 60days' notice to the Note Trustee and theholders oftheIndexed Notes inaccordance with Condition 17 {Notices),
redeem all(but not some only) oftheIndexed Notes ofall Tranches onany Interest Payment Date at the Principal Amount Outstanding (adjusted
inaccordance with Condition 7(b) {Application ofthe Index Ratio)) plus accrued but unpaid interest. No single Tranche ofIndexed Notes may. be
redeemed in these circumstances unless all theotherTranches ofIndexed Notes linked to thesame underlying Index arealso redeemed at the
same time. Before givinganysuchnotice, the Relevant Issuer shallprovide to the NoteTmstee a certificate signed by a Director ofthe Relevant
Issuer (a)statingthat theRelevant Issuer is entitledto effect suchredemption andsettingforth a statement of facts shovidng that theconditions
precedent to the rightofthe RelevantIssuerso to redeem have occurred and (b)confirming that the RelevantIssuerwill have sufficient fiinds on
such Interest Payment Date toeffect such redemption. TheNote Trastee shall beentitled to rely onsuch certificate without liability to any
person.

All Notes in respect ofwhich any such notice is given shall be redeemed on the date specified in such notice in accordance with this Condition.

"Index Event" means (i) if the IndexFigureforthreeconsecutivemonths fallsto be determined on the basisof an IndexFigurepreviously
published asprovided in Condition 7(cXii) {Delay inpublicationof/nrfer)and theNoteTmstee hasbeen notified by the Issuing and Paying
Agentor AgentBank that publication ofthe Indexhas ceasedor(ii) notice is publishedby HerMajesty'sTreasury, or on its behalf,following a
changein relationto the Index,offering a right of redemption to the holdersof the Reference Gilt, and (in eithercase)no amendment or
substitutionofthe Indexhasbeen advisedby the IndexationAdviserto the RelevantIssuerand such circumstances are continuing.

(e) Redemptionat the Option ofthe Relevant Issuer: IfCall Optionis specifiedin the FinalTerms, the RelevantIssuermay,on giving not less than
15 nor more than 30 days' irrevocable notice to the Note Tmstee and the Noteholders (or such other notice period as may be specified in the
FinalTerms) redeem all or, ifso provided,someofthe Noteson any OptionalRedemption Date.Anysuch redemption ofNotes shall be at their
Optional Redemption Amount together with interest accmed to the date fixed forredemption. Any such redemption or exercise must relate to
Notesofa nominalamountat least equal to the Minimum Redemption Amount to be redeemed specifiedin the FinalTerms and no greaterthan
the Maximum Redemption Amount to be redeemed specified in the Final Terms.

All Notes in respect ofwhich any such notice is given shall be redeemed on the date specified in such notice in accordance with this Condition.

In the case ofa partial redemption the notice to Noteholders shall also contain the certificate numbers ofthe Bearer Notes, orin the case of
Registered Notesshall specify the nominal amount of Registered Notes drawnand the holder(s) of such Registered Notes, to be redeemed,which
shall have been drawn in such place as the Note Trustee may approve and in such manneras it deems appropriate, subject to compliance with
any applicable laws and stock exchange or other relevant authority requirements.
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In the case ofapartial redemption ofaTranche ofNotes represented by aNew Global Note (as defined in the Trust Deed)puRuant to this
Condition, the Notes toberedeemed (the "Redeemed Notes") will beselected inaccordance with the rules and procedures ofEuroclear and/or
Clearstream, Luxembourg (to bereflected inthe records ofEuroclear and Clearstream, Luxembourg as either a pool factor ora reduction in
nominal amount, attheir discretion), not more than 30days prior to the date fixed for redemption.

(f) Optional Redemption Period Redemption: IfOptional Redemption Period Call Option is specified in the Final Terms, the Relevant Issuer may,
ongiving not less than 15 nor more than 30 days' irrevocable notice tothe Note Trustee and the Noteholders (or such other notice period asmay
be specified in the Final Terms) redeem all ofaTranche orSub-Tranche ofaSeries ofNotes within the Optional Redemption Period relating to
such Tranche orSub-Tranche ofNotes at 101% oftheIssue Price ofsuch Notes onany Issuer Optional Redemption Date together with interest
accmed to the date fixed for redemption.

AllNotesin respect ofwhichanysuchnoticeisgivenshallbe redeemed on thedatespecified in suchnoticein accordance withthis Condition.

"Issuer Optional Redemption Date" means, inrelation totheNotes inrespect ofwhich any such notice isgiven, the date forredemption
specified in such notice in accordance with this Condition.

"Optional Redemption Period" means, in respect of a Tranche or Sub-Trancheof a Seriesof Notes issued whilst the Relevant Issuer is a direct or
indirect subsidiary (where 'subsidiary' has the meaning given to it insection 1159 oftheCompanies Act 2006) ofE.ON UK pic, the period from
the date of issue ofsuch Tranche or Sub-Tranche ofNotes until the eailierof:

(i) the date falling 18 months after such date of issue; and

(ii) thedate thattheRelevant Issuer ceases to bea direct orindirect subsidiary (where 'subsidiary'hasthe meaning givento it in section
1159 of the Companies Act 2006)ofE.ONUKpIc.

(g) Redemption at theOptionofNoteholders: IfPutOption isspecified in the Final Terms, theRelevant Issuer shall,at theoptionof the holderof
any suchNote,upon the holderof such Notegiving not less than 15 nor morethan 30 days' notice to the Relevant Issuer(orsuch othernotice
period asmay be specified in the Final Terms) redeem such Noteon theOptional Redemption Date(s) at itsOptional Redemption Amount
together with interest accrued to the date fixed forredemption.

To exercise such option the holdermustdeposit (in the caseofBearerNotes)such Note(togetherwithall unmatured Receiptsand Couponsand
unexchanged Talons)withany PayingAgentor (Inthe caseof Registered Notes) the Certificate representing suchNote(s) with the Registraror
any TransferAgent at its specified office, together with a duly completed option exercise notice ("Exercise Notice") in the formobtainable from
anyPaying Agent, theRegistrar or anyTransfer Agent (asapplicable) within the noticeperiod. NoNoteor Certificate sodeposited and option
exercised may be withdrawn(except as provided in the Agency Agreement)without the prior consent of the Relevant Issuer.

(h) Redemption at the Option of the Noteholders on a Restructuring Event
(i)

(a) If, at any time while any of the Notes remains outstanding, a Restructuring Event (as defined below) occurs and prior to the
commencement ofor during the Restructuring Period (as defined below):

(A) an independent financial adviser(as described below) shall have certified in writing to the Note Trustee that such
Restructuring Event will not be or is not, in its opinion, materially prejudicial to the interests ofthe Noteholders; or
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(B) ifthere are Rated Securities (as defined below), each Rating Agency (as defined below) that atsuch time has assigned a
current rating to the Rated Securities confimis in writing to the Relevant Issuer in writing at its request (which it shallmake
asset outbelow) that itwill notbewithdrawing orreducing the then current rating assigned to the Rated Securities by it
from aninvestment grade rating (BBB-/Baa3, ortheirrespective equivalents forthetime being, orbetter) to a non-
investment grade rating (BB+/Bal, ortheir respective equivalents for the time being, orworse) or, iftheRating Agency shall
have already rated the Rated Securities below investment grade (as described above), the rating will not beloweied byone
full rating category ormore, ineach case asaresult, in whole orinpart, ofany event orcircumstance comprised in orarising
as a result ofthe applicable Restructuring Event,

the following provisions ofthis Condition 6(h) (Redemption at theOption oftheNoteholders ona Restructuring Event) shall
cease to have any furthereffectin relationto such Restructuring Event.

(b) If, atany time while any oftheNotes remains outstanding, a Restructuring Event occurs and (subject toCondition 6(h)(i)(a)
(Redemption at the Optionof the Noteholderson a RestructuringEvent)):

(A) within the Restructuring Period, either,

(i) ifat thetime such Restructuring Event occurs there areRated Securities, aRating Downgrade (asdefined below) in
respect ofsuch Restructuring Event also occurs; or

(ii) ifat such time there areno Rated Securities, a Negative Rating Event(asdefined below) in respect ofsuch
Restructuring Event also occurs; and

(B) an independent financial adviser shallhavecertified in writing to theNoteTrustee thatsuchRestructuring Event is, in its
opinion, materially prejudicial to the interests ofthe Noteholders (a"NegativeCertification"),

then,unless at anytimetheRelevant Issuer shallhavegivennoticeunderCondition 6(e)(Redemption at theOption ofthe Relevant
Issuer) or 6(0 (Optional Redemption PeriodRedemption) (ifapplicable) orthe holdershallhavegivennoticeunderCondition 6(g)
(Redemption at the Option oftheNoteholders) (MappWczhXe), the holderof eachNotewill,upon thegivingofa PutEvent Notice (as
definedbelow), have the option (the"Put Option") to requirethe RelevantIssuerto redeemor,at the option ofthe RelevantIssuer,
purchase (orprocure the purchase oO thatNoteon thePutDate(asdefined below), at its Optional Redemption Amount together with (or,
wherepurchased, together with an amount equal to) interest (if any) accrued to (but excluding) the Put Date.

ARestructuring Eventshallbe deemed not to be materially prejudicial to the interests ofthe Noteholders if,notwithstanding the
occurrence of a RatingDowngrade or a NegativeRating Event, the ratingassignedto the Rated Securities by any Rating Agency(as
defined below) is subsequently increased to, or, as the case may be, there is assigned to the Notes or other unsecured and unsubordinated
debtofthe Issuer having an initialmaturity of five years ormore by any Rating Agency, an investment graderating(BBB-/Baa3) ortheir
respective equivalentsforthe timebeing)or betterpriorto any NegativeCertification being issued.
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AnyNegativeCertification shall, in the absenceof manifest enor, be conclusiveand binding on the NoteTrustee, the Issuerand
theNoteholders. TheRelevant Issuer may, at anytime, withtheapproval oftheNoteTrustee appointan independent financial
adviser for thepurposes of thisCondition 6(h) {Redemption at theOption of theNoteholders ona Restructuring Event). If, within
five Business Days following theoccurrence ofa Rating Downgrade ora Negative Rating Event, as thecase may be,in respect ofa
Restructuring Event, the Issuer shall nothave appointed an independent financial adviser for thepurposes ofCondition 6(h)(i)(b)
(B)and (ifso required by the NoteTrustee) the NoteTrusteeis indemnified and/or ptefiinded and^r securedto its satisfaction
against thecosts ofsuch adviser, theNote Trustee may appoint anindependent financial adviser forsuch purpose following
consultation with the Issuer.

(ii) Promptly upon theIssuerbecoming aware thata Put Event (as defined below) hasoccurred, and inany event notlaterthan14daysafier
theoccurrence ofa PutEvent, the Issuer shall,and at any timeupontheNoteTrustee becoming similarly soaware theNoteTrustee may,
andif so requested by the holders of at leastone-quarter in nominal amount of theNotes thenoutstanding shall,give notice(a"Put
EventNotice") to theNoteholders in accordance with Condition 17{Notices) specifying the nature ofthe PutEventandthe procedure
for exercising the Put Option.

(iii) To exercise the Put Option, theholder ofaNote must comply with the provisions ofCondition 6(g) {Redemption at theOption ofthe
Noteholders). Theapplicable notice period for thepurposes ofCondition 6(g) {Redemption at theOption of theNoteholders) shall bethe
period (the"Put Period")of45days after thaton which a PutEvent Notice isgiven. Subject to therelevant Noteholder having complied
with Condition 6(g){Redemption at theOption oftheNoteholders), the Issuer shallredeem or,at theoptionofthe Issuer, purchase (or
procure the purchase of) the relevant Note on the fifteenth day after the date of expiry ofthe Put Period (the "Put Date") unless
previously redeemed or purchased.

(iv) For the purposes of these Conditions:

(a) "Distribution ServicesArea" means, in respect of a Relevant Issuer, the areaspecifiedas such in the distributionlicencegranted
to it on 1October2001 under section 6(l)(c) ofthe Electricity Act 1989(asamended by section 30 ofthe UtilitiesAct2000),as of
the date ofsuch distribution licence.

(b) A"Negative Rating Event" shall be deemedto have occurred if(l)an Issuerdoesnot, eitherprior to or not laterthan 14 days after
the date ofthe relevant Restructuring Event, seek, and thereupon use all reasonable endeavours to obtain, a rating ofthe Notes or
any otherunsecured and unsubordinated debt of an Issuerhavingan initial maturityof fiveyearsor morefrom a Rating Agencyor
(2) if it does so seek and use such endeavours, it is unable, as a result of such Restructuring Event, to obtain such a rating of at least
investment grade (BBB-/Baa3,or their respective equivalents for the time being).

(c) A "Put Event" occurs on the date ofthe last to occur of(l) a Restructuring Event, (2) either a Rating Downgradeor, as the case
may be, a Negative Rating Event and (3) the relevant Negative Certification.

(d) "Rating Agency" means Standard & Poor's Ratings Services,a Division ofThe McGraw-Hill Companies Inc. or any of its
subsidiaries and their successors ("Standard & Poor's") orMoody's Investors Service Limited or any of its subsidiaries and their
successors ("Moody's") or any rating agency substituted for any ofthem (or any permitted substitute ofthem) by an issuer from
time to time with the prior written approval ofthe Note Trustee.
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(e) A"Rating Downgrade" shall bedeemed tohave occurred inrespect ofaRestructuring Event ifthethen current rating assigned to
the Rated Securities byany Rating Agency (whether provided byaRating Agency at theinvitation oftheIssuers orbyitsown
volition) iswithdrawn orreduced fkim an investment grade rating (BBB-/Baa3), ortheir respective equivalents for the time being,
orbetter) toanon-investment grade rating (BB+/BaI), ortheir respective equivalents for the time being, orworse) or, iftheRating
Agency shall thenhave already rated theRated Securities below investment grade (as described above), therating is lowered one
full rating category or more.

(f) "Rated Securities" means theNotes, ifatany time and for solong asthey have a rating fiom a Rating Agency, and otherwise any
other unsecured and unsubordinated debt ofanIssuer having an initial maturity offive years ormore which israted bya Rating
Agency.

(g) "Restructuring Event"means theoccurrence of anyoneor more of the following events:

(A) (i) theSecretary ofState for Business, Innovation and Skills (oranysuccessor) givingtheRelevant Issuer written notice
ofany revocation of its Distribution Licence; or

(ii) theRelevant Issuer agreeing in writing with theSecretary ofStateforBusiness, Innovation and Skills(orany
successor) to any revocation or surrender ofits Distribution Licence; or

(iii) any legislation (whetherprimaryor subordinate) being enacted which terminatesor revokes the Distribution Licence
ofthe Relevant Issuer;

except, in each such case, in circumstanceswhere a licence or licences on substantially no less favourable terms is or are
grantedto the Relevant Issueror a wholly-owned subsidiary ofthe Relevant Issuerwhere such subsidiary at the time of such
grant either executes in favour ofthe Note Trusteean unconditional and irrevocable guarantee in respect ofall Notes issued
by the RelevantIssuerin such form as the NoteTrusteemayapproveor becomesthe primary obliger underthe Notesissued
by the Relevant Issuer in accordance with Condition 12(c) (Substitution); or

(B) any modification (other than a modificationwhichis of a formal, minoror technicalnature)being madeto the termsand
conditions upon which an Issueris authorised and empoweredunder relevant legislation to distribute electricity in the
Distribution ServicesAreaunless a Directorof such Issuerhas certified in good faith to the Note Trustee that the modified
terms and conditions are not materially less favourable to the business ofthe Issuer;

(C) any legislation (whether primary or subordinate) is enacted which removes, qualifies or amends (other than an amendment
which is of a formal,minor or technical nature) the duties ofthe Secretaryof State for Business, Innovation and Skills (or any
successor)and/or the Gasand Electricity Markets Authority (or any successor)under section 3A ofthe Electricity Act 1989
(as amended by the Utilities Act 2000) (as this may be amended fhsm time to time) unless two Authorised Persons ofsuch
Issuer has certified in good faith to the Note Tmstee that such removal, qualification or amendment does not have a
materially adverse effect on the financial condition ofthe Issuer.

(h) "Restructuring Period" means:

(A) ifat the time a Restructuring Event occurs there are Rated Securities, the period of 90 days starting fromand including the
day on which that Restmcturing Event occurs; or
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(B) ifatthe time aRestructuring Event occurs there are no Rated Securities, the period starting from and including the day on
which that Restructuring Event occurs and ending on the day 90 days following the later of(aa) the date (ifany) on which
the Issuer shall seek toobtain arating ascontemplated bythedefinition ofNegative Rating Event; (bb) theexpiry ofthe 14
days referred to inthedefinition ofNegative Rating Event and (cc) thedate onwhich a Negative Certification shall have
beengivento theNoteTrustee in respect of thatRestmcturing Event.

(i) ARating Downgrade ora Negative Rating Event oranon-investment grade rating shall bedeemed notto have occurred asa result
orinrespect ofa Restructuring Event ifthe Rating Agency making therelevant reduction inrating or, where applicable, refusal to
assign a rating ofat least investment grade asprovided in thisCondition 6(h) {Redemption at theOption of theNoteholders ona
Restructuring Event) does notannounce orpublicly confirm orinform theRelevant Issuer inwriting at itsrequest (which it shall
make assetoutinthe following paragraph) that thereduction or, where applicable, declining toassign a rating ofat least
investment grade was theresult, in whole orin part, ofany event orcircumstance comprised inorarising asa result of the
applicable Restmcturing Event.

The Relevant Issuer undertakes tocontact the relevant Rating Agency immediately following that reduction, orwhere applicable
therefusal to assign a rating ofat least investment grade, to confirm whether thatreduction, or refusal toassign a rating ofat least
investment grade was theresult, inwhole orin part, ofanyevent orcircumstance comprised in orarising asa result ofthe
applicable Restmcturing Event. TheRelevant Issuer shall notify theNote Trustee immediately upon receipt ofanysuch
confirmation from the relevant Rating Agency.

(i) PartlyPaidNotes: Partly Paid Notes will beredeemed, whether atmaturity, early redemption orotherwise, inaccordance with theprovisions of
this Condition and the provisions specified in the Final Terms.

(j) Purchases: The Relevant Issuer may atany time purchase Notes (provided that all unmatured Receipts and Coupons and unexchanged Talons
relating thereto areattached thereto orsurrendered therewith) in theopenmarket orotherwise at anyprice.

(k) Cancellation: All Notes purchased byoronbehalfofthe Relevant Issuermay besurrendered for cancellation, inthe case ofBearer Notes, by
surrendering each such Note together with all unmatured Receipts and Coupons andallunexchanged Talons to theIssuing and Paying Agent
and,in thecaseof Registered Notes, by surrendering theCertificate representing suchNotes to theRegistrar and,in eachcase, if sosurrendered,
shall, together with allNotes redeemed bytheRelevant Issuer, becancelled forthwith (together with allunmatured Receipts and Coupons and
unexchangedTalonsattachedtheretoor surrendered therewith). AnyNotesso surrendered forcancellationmaynot be reissued orresold and the
obligationsof the RelevantIssuerin respect of any suchNotesshall be discharged.

7 Indexation

This Condition 7 (Indexation) is applicable only if the relevant Final Termsspecifies the Notes as Indexed Notes.

(a) Definitions

"Affiliate"means in relation to anyperson, anyentitycontrolled, directly or indirectly, by thatperson, any entitythatcontrols directly or
indirectly, thatperson oranyentity,directly or indirectly undercommon control with thatperson and,forthispurpose, "control"means control
as defined in the Companies Act;
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"Base Index Figure" means (subject to Condition7(c)(i) (Changein base))the base index figureas specifiedin the relevantFinal Terms;

"Calculation Date" means any date when a payment of interest or, as the case may be, principal falls due;

"Index"or"IndexFigure"means, in relation toany relevant month (as defined inCondition 7(c)(ii) (Delay inpublication ofIndex)), subject as
provided in Condition 7(c)(i) (Change in base), theUKRetail Price Index ("RPI") (forall items) published by theOffice forNational Statistics
(January 1987 = 100)(currently contained in the Monthly Digest of Statistics) orany comparable indexwhich may replace the UKRetail Price
Index for the purpose ofcalculating the amount payable on repayment ofthc Reference Gilt.

Anyreference to the"Index Figure applicable" to a particularCalculationDateshall, subjectas provided in Condition 7(c)(Changesin
Circumstances Affecting theIndex) andCondition 7(e)(Cessation ofor Fundamental Changes to theIndex) below, andif"3 months lag"is
specified in the relevant Final Terms,be calculated in accordance with the following formula:

IFS =RPIm3+ (Day ofCalculation Date 1) rpi„3)
(Days in month ofCalculation Date)

and rounded to five decimal places (0.000005 being rounded upwards)and where:

"IFA" means the Index Figure applicable;

"RPIm-3" means the Index Figure forthe first day of the month that is three months prior to the month in which the payment falls due;

"RPIm-2" means the Index Figure for the first day of the month that is two months prior to the month in which the payment falls due;

Any referenceto the "Index Figure applicable" to a particular Calculation Date shall, subject as provided in Condition 7(c) (Changes in
Circumstances Affecting the Index) Condition7(e)(Cessation of or Fundamental Changes to the Index)\)c\ov/, and if "8 monthslag" is
specified in the relevant Final Terms,he construed as a referenceto the Index Figure published in the seventh month priorto that particular
month and relating to the month before that ofpublication;

"Index Ratio" applicable to any Calculation Date means the Index Figure applicable to such date divided by the Base Index Figure;

"Limited Index Ratio" means(a) in respect ofany month priorto the relevant IssueDate, the Index Ratio forthat month; (b) in respect of any
Limited Indexation Month after the relevant Issue Date, the product ofthe Limited Indexation Factor forthat month and the Limited Index Ratio
as previously calculated in respect ofthe month twelve months prior thereto; and (c) in respect ofany other month, the Limited Index Ratio as
previously calculated in respect ofthe most recent Limited Indexation Month;

"Limited Indexation Factor" means, in respect ofa Limited Indexation Month, the ratio ofthe Index Figure applicable to that month divided
by the Index Figure applicable to the month twelve months prior thereto, provided that (a) ifsuch ratio is greater than the Maximum Indexation
Factor specified in the relevant Final Terms, it shall be deemed to be equal to such Maximum Indexation Factor and (b) if such ratio is less than
the Minimum Indexation Factorspecified in the relevant Final Terms, it shall be deemed to be equal to such Minimum Indexation Factor;

"Limited Indexation Month" means any month specified in the relevant Final Terms for which a Limited Indexation Factor is to be calculated;
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"LimitedIndexed Notes" means Indexed Notes towhich a Maximum Indexation Factor and/ora Minimum Indexation Factor (as specified in
the relevant Final Terms) applies;

"Maximum Indexation Factor" meansthe indexation factorspecifiedas such in the relevantFinalTerms;

"Minimum Indexation Factor" means the indexation factor specified as such in the relevant Final Terms;and

"Reference Gilt" means the Treasury Stockspecifiedas such in the relevantFinalTerms forso long as such stock is in issue,and thereafter such
issueof index-linked Treasury Stock determined to beappropriate by a gilt-edged market maker or otheradviser selected by theRelevant Issuer
and approved by the Note Trustee (an "Indexation Adviser").

(b) Application of the Index Ratio

Each payment ofinterestand principal in respect of the Indexed Notesshallbe theamount provided in,or determined in accordance with, these
Conditions, multiplied by the Index RatioorLimited Index Ratioin thecaseofLimitedIndexed Notes applicable to the month in which such
payment fallsto be madeand rounded in accordance withCondition 5(g){Margin, Maximum/Minimum Rates ofInterest,Instalment Amounts,
Redemption Amounts and Rounding).

(c) Changes in Circumstances Affecting the Index

(i) Change in base: If at any time and fiom time to time the Index is changed by the substitution ofanewbase therefore, then with effect
from the calendarmonth from and including that in whichsuch substitution takeseffect(l)the definitionof"Index" and "Index Figure"
in Condition l{z){Definitions)s\id.\\ be deemed to refer to the newdateor month in substitution forJanuary 1987(or,asthecasemay be,
to such otherdate or monthas mayhave been substitutedtherefore); and (2) the newBaseIndex Figureshall be the productof the
existing Base Index Figure andthe Index Figure immediately following suchsubstitution, divided by the Index Figure immediately prior
to such substitution.

(ii) Delay in publication of Index: If the IndexFigurerelatingto any month(the"relevant month") whichis required to be taken account
for the purposes of the determination of the Index Figure applicable for any date is not published on or before the fourteenth business
day before the date on which any payment ofinterest or principal on the Notes is due (the "date for payment"), the Index Figure relating
to the relevant month shall be (I) such substitute index figure (ifany) as the Note Trustee considers to have been published by the Bank
of Englandor,as the case maybe, the United KingdomDebtManagement Office (orsuch other designated debt managerof Her
Majesty's Treasury, fiomtime to time) forthe purposes of indexation of payments on the ReferenceGilt or, failing such publication, on
any one or more issues ofindex-linked Treasury Stock selected by an Indexation Adviser (and approved by the Note Trustee); or (2) ifno
such determination is made by such Indexation Adviserwithin 7 days, the Index Figure last published (or,iflater, the substitute index
figure last determined pursuant to Condition 7(c)(i) {Change in base)) before the date for payment.

(d) Application ofChanges

Where the provisions ofCondition 7(c)(ii) {Delay in publication ofIndex) apply, the determination of the Indexation Adviser as to the Index
Figure applicable to the month in which the date forpayment falls shall be conclusive and binding. If,an Index Figure having been applied
pursuant to Condition 7(c)(ii)(2), the Index Figure relating to the relevant month is subsequently published while a Note is still outstanding,
then:
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(i) in relation to a payment ofprincipal or interest in respect ofsuchNoteotherthanuponfinal redemption ofsuchNote, theprincipal or
interest (asthecasemay be)nextpayable afterthe dateof suchsubsequent publication shallbe increased orreduced by anamount equal
to (respectively) the shortfall or excessof the amountof the relevantpaymentmadeon the basisof the Index Figureapplicableby virtue
of Condition7(c)(ii)(2), belowor above the amountof the relevantpaymentthat would havebeen due if the Index Figure subsequently
publishedhad been publishedon or beforethe fourteenth BusinessDaybeforethe date forpayment; and

(ii) in relationto a payment of principalor interestupon finalredemption, no subsequentadjustmentto amountspaid will be made,

(e) Cessation ofor Fundamental Changes to the Index

(i) lf(l) the NoteTmsteehasbeen notified by the AgentBank (orthe CalculationAgent,if applicable)that the Indexhas ceasedto be
published;or (2) the NoteTrusteehas been notifiedby the AgentBank(or the CalculationAgent, if applicable)when any changeis
madeto the coverage or the basiccalculation of the Indexwhichconstitutesa fundamental changewhichwould,in the opinion of the
Note Trusteeacting solely on the advice of an Indexation Adviser, be materially prejudicial to the interestsof the Noteholders, the Note
Tmsteewillgive written notice of such occurrence to the Relevant Issuer, and the Relevant Issuerand the NoteTmsteetogethershall
seek to agreeforthe purposeofthe Notesone ormore adjustments to the Indexora substitute index (withorwithout adjustments) with
the intention that the sameshould leave the RelevantIssuerand the Noteholders in no betterand no worse position than they would
have been had the Index not ceased to be published or the relevant fundamental change not been made.

(ii) If the RelevantIssuerand the NoteTmstee fail to reachagreement as mentioned above within20 BusinessDaysfollowing the giving of
notice as mentionedin paragraph (i),a bank or otherpersonin Londonshall be appointed by the RelevantIssuerand the NoteTmsteeor,
failing agreement on and the makingof such appointmentwithin20 BusinessDaysfollowing the expiry ofthe day period referred to
above, by the NoteTmstee (in each case, such bank or other person so appointed being referred to as the "Expert"), to determine for the
purposeofthe Notesone ormore adjustments to the Indexora substitute index (withorwithout adjustments) withthe intention that the
same should leave the Relevant Issuerand the Noteholders in no better and no worseposition than they would have been had the Index
not ceasedto be publishedor the relevantfundamental change not been made.Any Expertso appointed shall act as an expertand not as
an arbitratorand all fees, costsand expensesofthe Expertand of any IndexationAdviserand of any ofthe Relevant Issuerand the Note
Tmstee in connection with such appointment shall be borne by the Relevant Issuer.

(iii) The Indexshall be adjustedor replacedby a substitute index as agreedby the Relevant Issuerand the NoteTmsteeor as determined by
the Expertpursuantto the foregoing paragraphs, as the case maybe, and references in theseConditionsto the Indexand to any Index
Figure shall be deemedamended in such manneras the NoteTmstee and the RelevantIssueragreeareappropriate to give effectto such
adjustment or replacement. Suchamendments shall be effectivefiom the date of such notificationand binding upon the Relevant Issuer,
the Financial Guarantor(s), the other SecuredCreditors, the Note Tmstee and the Noteholders, and the Relevant Issuershall give notice to
the Noteholders in accordance with Condition 17 (Nor/cej)ofsuch amendments as promptly as practicable following such notification.
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8 Payments and Talons

(a) Bearer Notes; Payments ofprincipal and interest inrespect ofBearer Notes shall, subject asmentioned below, bemade against presentation and
surrenderofthe relevant Receipts (in the case ofpayments ofInstalment Amounts other than on the due date for redemption and provided that
the Receipt ispresented for payment together with itsrelative Note), Notes (in the case ofallother payments ofprincipal and, inthecase of
interest, asspecified inCondition 8(f)(vi) {JJnmatured Coupons andReceipts andunexckanged Talons)) orCoupons (in thecase ofinterest, save
as specified inCondition 8(f)(ii) (Unmatured Coupons andReceipts andunexckanged Talons)), as the case may be, atthe specified office ofany
Paying Agent outside theUnited States bya cheque payable intherelevant currency drawn on,or, at theoption ofthebolder, bytransfer toan
account denominated insuch currency with, a Bank. "Bank" means a bank intheprincipal financial centre for such currency or,in thecase of
euro, in a city ill whichbankshave accessto the TARGET System.

(b) Registered Notes:

(i) Payments ofprincipal (which forthe purposes of thisCondition 8(b){Registered Wofei)shall include final Instalment Amounts but not
otherInstalment Amounts) in respect of Registered Notes shallbe made against presentation andsurrender ofthe relevant Certificates at
thespecified office ofanyoftheTransfer Agents orof theRegistrar and in themanner provided inparagraph (ii)below.

(ii) Interest(which forthe purposeof this Condition 7(b){Registered Notes) shall include all Instalment Amounts other than finalInstalment
Amounts) on Registered Notes shallbe paidto the person shown on theRegister at thecloseofbusiness on the daybefore theduedate
forpayment thereof(the "RecordDate"). Payments ofinterest oneach Registered Note shall be made in therelevant currency bycheque
drawn onaBank andmailed to theholder (orto thefirst named ofjointholders) ofsuch Note at itsaddress appearing in theRegister.
Upon application by the holderto thespecified office of theRegistrar or anyTransfer Agent before the Record Date, suchpayment of
interestmaybe madeby transferto an account in the relevantcurrency maintained by the payee witha Bank.

(c) Payments in theUnited States: Notwithstanding theforegoing, ifany Bearer Notes aredenominated in U.S. dollars, payments in respect thereof
maybe madeat the specifiedofficeof any PayingAgent in NewYoric City in the samemanneras aforesaid if (i) the Relevant Issuershall have
appointed Paying Agents with specified offices outside theUnited States with thereasonable expectation thatsuch Paying Agents would beable
to makepaymentof the amountson the Notesin the mannerprovidedabove whendue, (ii)paymentin full of such amountsat all such officesis
illegal oreffectively precluded byexchange controls orothersimilar restrictions onpayment orreceipt ofsuch amounts and(iii)such payment is
then permitted by United States law, without involving, in theopinion of theRelevant Issuer, any adverse taxconsequence to the Relevant
Issuer.

(d) Paymentssubjectto FiscalLaws:Allpayments aresubject in all cases to anyapplicable fiscal or otherlaws, regulations anddirectives in the
placeofpayment, but without prejudice to theprovisions of Condition 8 {Payments and Talons). Nocommission or expenses shallbe charged to
the Noteholders or Couponholders in respect of such payments.

(e) Appointment ofAgents: TheIssuing andPaying Agent, theLuxembourg Paying Agent, the Paying Agents, the Registrar, theTransfer Agents
andtheCalculation Agent initiallyappointed by the Issuers arelistedin theAgency Agreement. TheIssuing andPaying Agent, the Paying
Agents, the Registrar, theTransfer Agents andthe Calculation Agent actsolelyasagentsofthe Issuers anddo not assume any obligation or
relationship ofagency ortrustfororwithanyNoteholder or Couponholder. TheIssuers reserve the rightat anytimewiththeapproval ofthe
NoteTrustee to varyortemiinate the appointment ofthe Issuing andPaying Agent, anyotherPaying Agent, theRegistrar, anyTransfer Agent or
the CalculationAgent(s) and to appoint additional or otherPayingAgentsor Transfer Agents, provided that the Issuers shall at all times
maintain(i)an Issuingand PayingAgent,(ii)a Registrarin relation to Registered Notes,(iii) a Transfer Agent in relationto Registered Notes,
(iv) one or more Calculation Agent(s) where
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the Conditions so require, (v) Paying Agents having specified offices in atleast two major European cities, (vi) such other agents as may be
required by any other stock exchange on which the Notes may be listed ineach case, as approved by the Note Trustee and (vii) aPaying Agent
with aspecified office in aEuropean Union member state that \vill not be obliged towithhold ordeduct tax pursuant to any law implementing
European Council Directive 2003/48/EC orany other Directive implementing theconclusions oftheECOFIN Council meeting of26-
27 November 2000.

Notice of anysuch change or anychange of anyspecified office shallpromptly begivento theNoteholders.

(f) Unmatured Couponsand Receiptsand unexchangedTalons:

(i) Upon the due date for redemption ofBearer Notes which comprise Fixed Rate Notes (other than Dual Currency Notes orIndex linked
Notes), should besurrendered for payment together with all unmatured Coupons (ifany) relating thereto, failing which an amount equal
to theface value ofeach missing unmatured Coupon (or, in thecase ofpayment notbeing made in full, thatproportion ofthe amount of
such missing unmatured Coupon thatthesum ofprincipal sopaidbears to thetotal principal due) shall bededucted from theFinal
Redemption Amount, Early Redemption Amount orOptional Redemption Amount, asthecase may be, due for payment Any amount so
deducted shall bepaid inthemanner mentioned above against surrender ofsuch missing Coupon within a period of10 years from the
Relevant Date for the payment ofsuch principal (whether ornot such Coupon has become void pursuant toCondition 10 {Prescription)).

(ii) Upon theduedate for redemption ofanyBearer Note comprising aFloating Rate Note, Dual Currency Note orIndex Linked Note,
unmatured Coupons relating tosuch Note (whether ornot attached) shall become void and nopayment shall bemade inrespect ofthem.

(iii) Upon the due date for redemption ofany Bearer Note, any unexchanged Talon relating tosuch Note (whether ornot attached) shall
become void and no Coupon shall be delivered in respect ofsuch Talon.

(iv) Upon the due date for redemption ofany Bearer Note that isredeemable in instalments, all Receipts relating tosuch Note having an
Instalment Date falling onorafter such duedate (whether ornotattached) shall become voidand nopayment shall bemade in respect of
them.

(v) Where anyBearer Note thatprovides that therelative unmatured Coupons are tobecome voidupon theduedatefor redemption ofthose
Notes is presented for redemption without all unmatured Coupons, and where anyBearerNote ispresented for redemption without any
unexchanged Talonrelating to it, redemption shallbe made only against the provision ofsuchindemnity as the Relevant Issuer may
require.

(vi) Iftheduedate for redemption ofany Note isnota due date forpayment ofinterest, interest accrued fi"om thepreceding duedate for
payment of interest or the Interest Commencement Date, as thecasemay be,shallonlybe payable against presentation (and surrender if
appropriate) ofthe relevant Bearer Note orCertificate representing it,as thecase may be.Interest accrued onaNote thatonlybears
interestafterits MaturityDateshall be payableon redemption of suchNoteagainstpresentation of the relevantNoteor Certificate
representing it, as the case may be.

(g) Talons:Onor afterthe Interest Payment Dateforthe final Coupon forming partofa Coupon sheetissued in respect ofany Bearer Note, theTalon
forming partof suchCoupon sheet may besurrendered at the specified office ofthe Issuing and Paying Agent in exchange fora further Coupon
sheet(and if necessary anotherTalonfora further Coupon sheet) (butexcluding anyCoupons thatmay havebecome voidpursuant to Condition
10 {Prescription)).
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(h) Non-Business Days:Subjectas provided in the relevantFinalTerms, if any dale forpaymentin respect of any Note,Receiptor Couponis not a
businessday, the holdershall not be entitled to paymentuntil the next following businessday nor to any interestor othersumin respect of such
postponed payment. In this paragraph, "business day" means a day (other than a Saturday or a Sunday) on which banks are open forpresentation
and payment of debt securities and for dealings in foreign currency in London and in the relevant place of presentation and in the cities referred
to in the definitionofBusiness Daysand (in the caseof a payment in a currency other than euro),where paymentis to be madeby transfer to an
account maintained with a bank in the relevant currency,on which dealings may be carried on in the relevant currency in the principal financial
centre ofthe country ofsuch currency and, in relation to any sum payable in euro, a day on which the TARGET system is open.

Taxation

Allpaymentsof principaland interestby or on behalfof the RelevantIssuerin respect of the Notes,the Receiptsand the Couponsshall be madefree
and clearof,and withoutwithholding or deduction foror on account of, any presentor future taxes,duties, assessments or governmental chargesof
whatevernature imposed, levied, collected, withheld or assessedby or within the United Kingdom or any authority therein or thereofhaving power to
tax, unless such withholding or deduction is required by law.In that event, the Relevant Issuershall pay such additional amounts as shall result in
receipt by the Noteholders and Couponholders of such amounts as would have been received by them had no such withholding or deduction been
required,except that no such additional amounts shall be payable with respect to any Note, Receipt or Coupon:

(a) Other connection: to, or to a third party on behalf of, a holder who is liable to such taxes, duties, assessmentsor governmental charges in respect
ofsuch Note, Receipt or Coupon by reason ofhis having some connection with the United Kingdom other than the mere holding ofthe Note,
Receipt or Coupon; or

(b) Lawful avoidance of withholding: to, or to a third party on behalfof, a holder who could lawfully avoid (but has not so avoided) such deduction
or withholding by complying or procuring that any third party complies with any statutory requirements or by making or procuring that any
third party makes a declaration of non-residence or other similar claim forexemption to any tax authority in the place wherethe relevant Note (or
the Certificate representing it), Receipt or Coupon is presented for payment; or

(c) Presentation more than 30 days after the Relevant Date: presented or surrendered(or in respect of which the Certificate representing it is
presented or surrendered) for payment more than 30 days after the Relevant Date except to the extent that the holder of it would have been
entitled to such additional amounts on presenting it for payment on the thirtieth day; or

(d) Payment to individuals: where such withholding or deduction is imposed on a payment to an individual and is required to be made pursuant to
European Council Directive2003/48/EC or any other Directive implementing the conclusions of the ECOFIN Council meeting of26-
27 November 2000 on the taxation ofsavings income or any law implementing or complying with, or introduced in order to conform to, such
Directive; or

(e) Payment by another Paying Agent: (except in the case ofRegistered Notes) presented for payment by or on behalfofa holder who would have
been able to avoid such withholding or deduction by presenting the relevant Note, Receipt or Coupon to another Paying Agent in a Member
State ofthe European Union.

As used in these Conditions, "Relevant Date" in respect of any Note, Receipt or Coupon means the date on which payment in respect of it first
becomes due or (if any amount ofthe money payable is improperly withheld or refused)the date on which payment in full ofthe amount outstanding is
made
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or (ifearlier) the date sevendays afterthat on whichnotice is duly given to the Noteholders that, upon furtherpresentation of the Note (orrelative
Certificate),Receipt or Coupon being made in accordance with the Conditions, such payment will be made, provided that payment is in fact made
upon suchpresentation. References in theseConditionsto (i)"principal" shall be deemed to includeany premium payable in respect of the Notes,all
InstalmentAmounts,Final Redemption Amounts,Early Redemption Amounts,Optional Redemption Amounts, AmortisedFace Amountsand all other
amountsin the natureof principalpayablepursuant to Condition 6 {Redemption, Purchase and Options)or amendment or supplementto it,
(ii)"interest"shall be deemedto includeall InterestAmountsand all other amountspayablepursuantto Condition5 (Interest and OtherCalculations)
or any amendment or supplement to it and (iii) "principal" and/or"interest" shall be deemedto include any additionalamountsthat maybe payable
under this Condition or any undertaking given in addition to or in substitution for it under the Trust Deed.

10 Prescription

Claimsagainst the RelevantIssuerforpaymentin respect of the Notes,Receiptsand Coupons(which, for this purpose, shall not include Talons)shall
be prescribed andbecome voidunless made within 10years (in thecaseofprincipal)or five years (inthe caseof interest) flom theappropriate Relevant
Date in respect ofthem.

11 Events ofDefault

Ifany of the following events ("Eventsof Default")occursand is continuing, the NoteTrusteeat its discretionmay,and ifso requested by holdersof at
least one-quarter in nominal amountof the Notesthen outstandingor if so directedby an Extraordinary Resolutionshall,give notice to the Relevant
Issuerthat the Notesare,and they shall immediately become, due and payableat their Early Redemption Amount together(if applicable)withaccrued
interest:

(i) Non-Payment: default is madeformorethan 14days in the paymenton the due date of interestor principal in respect of any of the Notes; or

(ii) Breach of Other Obligations: the RelevantIssuerdoes not perform or comply withany one or moreof its otherobligations in the Notesor the
Tmst Deed which default is incapable ofremedy or, if in the opinion ofthe Note Trusteecapable of remedy, is not in the opinion ofthe Note
Trustee remediedwithin 30 days after notice of such default shall have been given to the Relevant Issuerby the NoteTmstee; or

(iii) Cross-Acceleration: (A)any other present or future indebtedness ofthe Relevant Issuerfor or in respect of moneys borrowedor raised becomes
due and payable prior to its stated maturity by reason of any actual or potential default, event of default or the like (howsoeverdescribed),or
(B)any such indebtedness is not paid when due or, as the case may be, within any originally applicable grace period, or (C)the Relevant Issuer
fails to pay when due any amount payable by it under any present or future guarantee for,or indemnity in respect of, any moneys borrowedor
raised provided that the aggregate amount ofthe relevant indebtedness, guarantees and indemnities in respectofwhich one or more ofthe events
mentioned above in this paragraph (iii)have occurred equalsor exceeds£30,000,000 or its equivalent in any othercurrency (asreasonably
determined by the Note Tmstee); or

(iv) Enforcement Proceedings: a distress, attachment, execution or other legal process is levied, enforced or sued out on or against any substantial
part ofthe property, assets or revenues ofthe Relevant Issuer and is not discharged or stayed within 90 days; or

(v) Insolvency: the Relevant Issueris(oris, orcould be, deemed by law or a court to be) insolvent or bankrupt or unable to pay its debts, stops,
suspends orthreatens to stop or suspend payment ofits debts generally ora material part ofa particular type ofits debts, proposes or makes a
general assignment or an arrangement or composition with or for the benefit ofthe relevant creditors in respect ofany ofsuch debts ora
moratorium is agreed or declared or comes into effect in respect ofor affecting its debts generally or any part ofa particular type ofthe debts of
the Relevant Issuer, or
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(vi) Winding-up: (A) anadministrator orliquidator isappointed in relation to theRelevant Issuer (and, ineach case, notdischarged within 90days)
or (B)anorderis made oran effective resolution passed forthewinding-up ordissolution or administration of the Relevant Issuer, or(C)the
Relevant Issuershall apply or petition for a winding-up or administration order in respect of itself or (D)the Relevant Issuerceases or threatens to
cease to cany on allor substantially all of itsbusiness or operations, in eachcase((A) to (D) inclusive) except forthe purpose ofand followed by
a reconstruction, amalgamation, reorganisation, merger orconsolidation on terms approved bytheNote Trustee orbyanExtraordinary
Resolution (as defined in the Trust Deed) of the Noteholders; or

(vii) Nationalisation: anystep is takenby anyperson with a viewto theseizure, compulsory acquisition, expropriation or nationalisation of allor a
material part ofthe assets of the Relevant Issuer, or

(viii) Illegality: it isorwillbecome unlawfiil forthe Relevant Issuertoperform or comply with anyoneor more ofits obligations underanyofthe
Notes or the Trust Deed,

provided thatin thecase ofparagraphs (ii)to (v), (vii) and (viii) theNote Trustee shall have certified (without liability on itspart) thatin itsopinion
such event is materially prejudicial to the interests ofthe Noteholders.

12 Meetings ofNoteholders, Modification, Waiver and Substitution

(a) Meetings of Noteholders: The Trust Deed contains provisions for convening meetings of Noteholders of one or moreTranches of Notes to
consider any matter affecting theirinterests, including thesanctioning by Extraordinary Resolution (asdefined in theTrust Deed) ofa
modification ofany oftheseConditions or anyprovisions ofthe Trust Deed. Such a meeting may beconvened byNoteholders holdingnot less
than 10percent in nominal amount ofthe affected Tranche orTranches ofNotes forthe time beingoutstanding. Thequorum foranymeeting
convenedto consideran Extraordinary Resolutionshall be twoor morepersonsholding or representing one morethan fiflypercent, in nominal
amount ofthe affected Tranche orTranches ofNotes forthe timebeingoutstanding, orat anyadjoumed meeting one ormore persons beingor
representing Noteholders whatever the nominal amount ofthe affected Tranche orTranches ofNotes heldorrepresented, unless the business of
such meetingincludesconsideration of proposals, inter alia, (i) to amendthe datesof maturityor redemption of the Notes,any Instalment Date
or any date forpaymentof interestor InterestAmounts on the Notes,(ii) to reduceor cancelthe nominalamountof,or any Instalment Amount of,
or any premium payableon redemption of, the Notes,(iii) to reducethe rateor ratesof interest in respect ofthe Notesor to varythe methodor
basisofcalculating the rateorrates or amount of interest or thebasisforcalculating anyInterest Amount in respect ofthe Notes, (iv)ifa
Minimum and/ora Maximum RateofInterest, Instalment Amount or Redemption Amount is shown in the Final Terms, to reduce anysuch
Minimum and/or Maximum, (v) to vary any methodof,or basis for,calculatingthe FinalRedemption Amount, the EarlyRedemptionAmount or
theOptional Redemption Amount, including the method of calculating the Amortised FaceAmount, (vi)to vary thecurrency or currencies of
paymentor denomination ofthe Notes,or (vii)to modify the provisionsconceming the quorumrequiredat any meetingof Noteholders or the
majority required to passtheExtraordinary Resolution, in which casethe necessary quorum shallbe two or more persons holdingor representing
not less than fifty percent, or at any adjoumed meeting not less than 25 percent, in nominal amount ofthe affectedTranche or Tranches of Notes
forthe time beingoutstanding. Any Extraordinary Resolution dulypassed shallbe binding on all Noteholders (whether ornot theywere present
at the meeting at which such resolution was passed) and on all Couponholders.

96

Source: PPL CORP, 10-K, February 19, 2016 Powered byMottiingsiar-^ Documenl Research®
Tholntarmalion contained henin may not copied, adapted or distributed and ie not warranted to be accurate, complete or timely.The user assumes all risks tor any damages or losses ari^ng from any use of Ibis information,
except to the extent such damages or losses cannot be llinlled or excluded by applicable law. Past financial petformanix is no guarantee of future results.



TheTrustDeedprovidesthat a resolution in writing signed by or on behalf of the holdersof not less than 75 percent, in nominalamountof the
Notesoutstandingshall forall purposesbe as valid and effective as an Extraordinaiy Resolutionpassedat a meetingof affected Trancheor
TranchesofNoteholders duly convened and held. Such a resolution in writing may be contained in one document or several documents in the
same form, each signed by or on behalfofone or more Noteholders.

(b) Modificationof the Trust Deed:The NoteTrusteemayagree,without the consentof the Noteholders, Rccciptholders or Couponholders, to
(i)any modification of any of the provisionsof the TrustDeedthat is of a formal, minoror technicalnatureor is madeto correcta manifest error,
and (ii)any othermodification (exceptas mentionedin the TrustDeed), and any waiveror authorisationof any breachor proposedbreach,of
any of the provisionsof the TrustDeedthat is in the opinion ofthe NoteTrusteenot materially prejudicialto the interestsof the Noteholders.
Any suchmodification, authorisation orwaiver shall be bindingon the Noteholders andtheCouponholders and,ifthe NoteTrustee so requires,
such modification shall be notified to the Noteholders as soon as practicable.

(c) Substitution:The NoteTrusteemayagree,subject to the executionof a deed or undertakingsupplemental to the TrustDeedin form and manner
satisfactory to the NoteTrusteeand such other conditionsas the NoteTrusteemayrequire, but without the consentofthe Noteholders, the
Receiptholders orthe Couponholders, to thesubstitution ofthe Relevant Issuer's successor in business in placeofthe Relevant Issuer orof any
previoussubstitutedcompany, as principaldebtor underthe TrustDeedand the Notes.In the caseof such a substitutionthe NoteTrusteemay
agree, without the consent ofthe Noteholders, the Receiptholders or the Couponholders, to a change ofthe lawgoverning the Notes, the
Receipts, the Coupons,the Talonsand/orthe TrustDeed providedthat such change wouldnot in the opinion ofthe NoteTrusteebe materially
prejudicial to the interests ofthe Noteholders.

(d) Entitlement of the Note Trustee: In connection with the exercise ofits functions (including but not limited to those referredto in this
Condition) the Note Trustee shall have regard to the interests ofthe Noteholders as a class and sballnot have regard to the consequences of such
exercise forindividualNoteholders or Couponholders and the NoteTrusteeshall not be entitled to require, nor shall any Noteholderor
Couponholder be entitled to claim, fham the Relevant Issuerany indemnification or payment in respect of any tax consequence of any such
exercise upon individual Noteholders or Couponholders.

(e) Modification ofthe Conditions: these Conditions may be amended, modified or varied in relation to any Seriesof Notes by the termsofthe
relevant Final Terms in relation to such Series.

13 Enforcement

At any time afler the occurrence of an Event of Default which is continuing, and, in the case of paragraphs (ii) to (v),(vii) and (viii) of Condition 11
{EventsofDefault) where the Note Trustee has certified (without liability on its part) that in its opinion such event is materially prejudicial to the
interestsofthe Noteholders, the Note Trustee may, at its discretion and without furthernotice, institute such proceedings against the Relevant Issueras
it may think fit to enforce the terms ofthe Trust Deed, the Notes, the Receipts and the Coupons, but it need not take any such proceedings unless (a) it
shall have been so directed by an Extraordinary Resolution or so requested in writing by Noteholders holding at least one-quarter in nominal amount
ofthe Notes outstanding, and (b) it shall have been indemnified and/or secured and/or prefunded to its satisfaction. No Noteholder, Receiptholder or
Couponholder may proceed directly against the Relevant Issuer unless the Note Trustee, having become bound so to proceed, fails to do so within a
reasonable time and such failure is continuing.
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14 Indemnification of the Note Trustee

The Trust Deed contains provisions for the indemnification of the Note Trustee and for its relief fromresponsibility. The Note Tmstee is entitled to
enter into businesstransactions withthe Issuers and any entity relatedto the Issuers withoutaccounting forany profit.

The Note Tmstee may rely without liability on a report, confirmation or certificate or any advice of any accountants, financial advisers, financial
institutionor any otherexpert,whetheror not addressed to it and whethertheir liability in relationthereto is limited (by its terms or by any
engagement letter relating thereto entered into by the Note Tmstee or in any other manner)by reference to a monetary cap, methodology or otherwise.
The NoteTmsteemayaccept and shall be entitled to rely on any suchreport,confirmation or certificate or adviceand such report, confirmation or
certificate or advice shall be binding on the Issuers, the Note Tmstee and the Noteholders.

15 Replacement ofNotes, Certificates, Receipts, Coupons and Talons

If a Note,Certificate, Receipt,Couponor Talon is lost,stolen,mutilated,defacedor destroyed, it maybe replaced,subject to applicablelaws,
regulationsand stock exchangeor other relevantauthorityregulations,at the specifiedofficeof the Issuingand PayingAgent in London(in the caseof
BearerNotes,Receipts,Couponsor Talons)and of the Registrar(in the caseof Certificates) or such otherPayingAgentor Transfer Agent,as the case
may be, as may fiximtirae to time be designated by the Relevant Issuerfor the purpose and notice of whose designation is given to Noteholders, in each
case on payment by the claimant of the fees and costs incurred in connection therewith and on such termsas to evidence, security and indemnity
(which may provide, inrera/m, that if theallegedly lost,stolenor destroyed Note, Certificate, Receipt, Coupon orTalonis subsequently presented for
payment or, as the case may be, for exchange fbr furtherCoupons, there shall be paid to the Relevant Issueron demand the amount payable by the
RelevantIssuerin respectof suchNotes,Certificates, Receipts,Couponsor furtherCoupons)and otherwise as the RelevantIssuermayrequire.
Mutilatedor defaced Notes,Certificates, Receipts,Couponsor Talonsmustbe surrendered beforereplacements will be issued.

16 Further Issues

The RelevantIssuermay from timeto timewithout the consentof the Noteholders orCouponholders createand issue furthersecurities either having
the sametermsand conditions as the Notes in all respects (or in all respects except for the firstpayment of interest on them) and so that such further
issueshall be consolidatedand form a single serieswiththe outstanding securities of any series(includingthe Notes)or upon such different teimsas
the RelevantIssuermaydetermine at the timeof their issue.References in these Conditions to the Notesinclude (unlessthe context requires otherwise)
any other securities issued pursuant to this Condition and forming a single series with the Notes. Any further issues may be constituted by the Tmst
Deed or any deed supplemental to it. The Tmst Deed contains provisions forconvening a single meeting of the Noteholders and the holders of
securities ofother series where the Note Trustee so decides.

17 Notices

Notices to the holders of Registered Notes shall be mailed to them at their respective addresses in the Register and deemed to have been given on the
fourth weekday (being a day other than a Saturday or a Sunday) after the date of mailing. Notices to the holders of BearerNotes shall be valid if
published in a daily newspaperof general circulation in London (which is expected to be l\iQ Financial Times). If in the opinion of the Note Tmstee
any such publication is not practicable, notice shall be validly given if published in another leading daily English language newspaperwith general
circulation in Europe.Any such notice shall be deemed to have been given on the date of such publication or, if published more than once or on
different dates, on the first date on which publication is made, as provided above.
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Couponholders shall be deemed for all purposes to have notice ofthe contents ofany notice given to the holders ofBearerNotes in accordance with
this Condition.

18 Contracts (Rights ofThird Parties) Act 1999

No person shall have any right to enforce any term or condition ofthe Notes under the Contracts (Rights ofThird Parties) Act 1999.

19 Governing Law and Jurisdiction

(a) Governing Law: The Tmst Deed, the Notes, the Receipts, the Coupons and the Talons and any non-contractual obligations arising out ofor in
connection, with them are governed by, and shall be construed in accordance with, English law.

(b) Jurisdiction: The Courts ofEngland are to have jurisdiction to settle any disputes that may arise out of or in connection with any Notes,
Receipts, Coupons or Talons and accordingly any legal action or proceedings arising out ofor in connection with any Notes, Receipts, Coupons
or Talons ("Proceedings") may be brought in such courts. The Issuers have in the Trust Deed irrevocably submitted to the jurisdiction ofsuch
courts.
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Schedule 2

PartD

Form of Coupon

On the front:

[ISSUER]

EURO MEDIUM TERM NOTE PROGRAMME

Series No. [•]

[Title ofissue]

Coupon for [[set out amount due, if known]/the amount] due on [the Interest Payment Date falling in]* [•],[•].

[Coupon relating to Note in the nominal amount of [•]]**

This Coupon is payable to bearer (subject to the Conditions endorsed on the Note to which this Coupon relates, which shall be binding upon the holder of
this Couponwhetheror not it is forthe timebeing attached to such Note)at the specifiedofficesof the Issuingand PayingAgentand the PayingAgentsset
out on the reversehereof(or any other Issuing and Paying Agent or furtheror other Paying Agents or specified officesduly appointed or nominated and
notified to the Noteholders).

pf the Note to which this Coupon relates shall have become due and payable before the maturity date ofthis Coupon, this Coupon shall become void and no
payment shall be made in respect of it.]***

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED STATES INCOME TAX

LAWS,INCLUDING THE LIMITATIONS PROVIDEDIN SECTIONS 1650) AND 1287(a) OFTHE INTERNALREVENUE CODE.

[ISSUER]

By:

[Cp. No.) [Denomlnationj [ISIN] [Series] [Certif. No.)
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On the back:

ISSUING AND PAYING AGENT

[•]

PAVING AGENTISI

[•]
[•]

[•Only necessary where Interest Payment Dates are subject to adjustment in accordance with a Business Day Convention otherwise the particular Interest
Payment Date should be specified.]

[••Only required for Coupons relating to Floating Rate or Index Linked Interest Notes that are issued in more than one denomination.]

[•••Delete ifCoupons are not to become void upon early redemption ofNote.]
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Schedule 2

PartE

Form ofTalon

On the front:

[ISSUER]

EURO MEDIUM TERM NOTE PROGRAMME

Series No. [•]

[Title of issue]

Talon for further Coupons falling due on [the Interest Payment Dates falling in]*[»][*].

[Talon relating to Note in the nominal amount of[•]]••

Afierall the Coupons relating to the Note to which this Talon relates have matured, furtherCoupons (including if appropriate a Talon for furtherCoupons)
shall be issued at the specified officeof the Issuing and Paying Agent set out on the reversehereof (or any other Issuing and Paying Agent or specified office
duly appointed or nominated and notified to the Noteholders) upon production and surrender of this Talon.

If the Note to which this Talon relates shall have become due and payable before the original due date for exchange of this Talon, this Talon shall become
void and no exchange shall be made in respect ofit.

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED STATES INCOME TAX

LAWS, INCLUDING THE LIMITATIONS PROVIDEDIN SECTIONS 165(j) AND 1287(a) OF THE INTERNALREVENUE CODE.

[ISSUER]

By:

[Talon No.] [ISIN] ISerles] [Certif. No.]

On the back:

ISSUING AND PAYING AGENT

[•]

[* The maturity dates of the relevant Coupons should be set out if known, otherwise reference should be made to the months and years in which the Interest
Payment Dates fall due.]

[** Only required where the Series comprises Notes ofmore than one denomination.]
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Schedule 2

PartF

Form of Receipt

[ISSUER]

EURO MEDIUM TERM NOTE PROGRAMME

Series No. [•]

Receiptforthe sumof [•]being the instalment of principalpayable in accordance with the Terms and Conditionsendorsed on the Noteto which this Receipt
relates (the "Conditions") on [•].

This Receipt is issued subject to and in accordance with the Conditions which shall be binding upon the holder of this Receipt (whetheror not it is forthe
time beingattached to suchNote) and ispayable at thespecified office of anyof the Paying Agents set outon the reverse of theNoteto which thisReceipt
relates (and/orany otheror furtherPayingAgentsand/or specified officesas may fix)m timeto timebe duly appointed and notified to theNoteholders).

This Receipt must be presented for payment together with the Note to which it relates. If the Note to which this Receipt appertains shall have become due and
payableon or before the maturitydate of this Receipt,this Receiptshall becomevoid and no paymentshall be madein respect of it. The issuershall have no
obligation in respect ofthis Receipt if it is presented mthout the Note to which it relates.

ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER THE UNITED STATES INCOME TAX
LAWS,INCLUDING THE LIMITATIONS PROVIDEDIN SECTIONS 165(j) AND 1287(a) OF THE INTERNALREVENUE CODE.

[ISSUER]

By:
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Schedules

Provisions for Meetings ofNoteholders

Interpretation

1 In this Schedule:

1.1 references to a meeting are toa meeting ofNoteholders ofa single series ofNotes and include, unless thecontext otherwise requires, anyadjournment

1.2 references to "Notes"and"Noteholders" areonly to the Notes ofthe Series in respect ofwhich a meeting hasbeen,or is to be,called, and to the
holders ofthese Notes, respectively

U "agent" means a holder ofa voting certificate or a proxy for, or representative of, a Noteholder

1.4 "block voting instruction" means an instruction issued in accordance with paragraphs 8 to 14

1.5 "Extraordinary Resolution" means a resolution passed at a meeting dulyconvened andheld in accordance withthisTrust Deed by a majority ofat
least 75 percent ofthe votes cast

1.6 "proxy" has the meaning given to it in paragraph 9.6 below

1.7 "required proportion" meansthe proportion ofthe Notesshownby the table in paragraph 19.2below

1.8 "voting certificate" means a certificate issued in accordance with paragraphs 5,6,7 and 14 and

1.9 references topersons representing a proportion ofthe Notes aretoNoteholders oragents holding orrepresenting in theaggregate at least that
proportion in nominal amount of the Notes for the time being outstanding.

Powers of meetings

2 Ameeting shall, subject to theConditions and without prejudice toanypowers conferred onother persons bythisTmst Deed, have power by
Extraordinary Resolution:

2.1 tosanction any proposal by theIssuer ortheNote Trustee for any modification, abrogation, variation orcompromise of,orarrangement in respect of,
the rightsofthe Noteholders and/or the Couponholders against the Issuer, whetheror not those rightsariseunder this TrustDeed

2.2 to sanction theexchange or substitution forthe Notes of,or theconversion ofthe Notes into,shares, bondsor otherobligations orsecurities ofthe
Issuer or any other entity

23 to assentto any modification of this TrustDeed,the Notes,the Receipts,the Talonsor the Couponsproposedby the Issueror the NoteTmstee

2.4 to authorise anyone to concur in and do anything necessary to cany out and give effect to an Extraordinary Resolution

2.5 to give any authority, direction or sanction required to be given by Extraordinary Resolution
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2.6 toappoint any persons (whether Noteholders ornot)asa committee orcommittees to represent theNoteholders' interests and to confer onthem any
powers or discretions whichthe Noteholders could themselves exerciseby Extraordinary Resolution

2.7 to approve a proposed new Note Tmstee and to remove a Note Trustee

2.8 to approvethe substitutionof any entity forthe Issuer(orany previoussubstitute)as principaldebtor under this TrustDeedand

2.9 to discharge or exonerate theNoteTrustee from anyliabilityin respect of anyact oromission forwhich it may become responsible underthisTrust
Deed, theNotes, theReceipts, theTalons ortheCoupons provided thatthespecial quorum provisions in paragraph 19shall apply toany
Extraordinary Resolution (a"special quorum resolution'') for thepurpose ofsubparagraph 2.2 or2.8, anyoftheproposals listed inCondition 12(a)
(MeetingsofNoteholders) or any amendment to this proviso.

Convening a meeting

3 TheIssuer orthe Note Trustee may at any time convene a meeting. Ifit receives a written request byNoteholders holdingat least 10percent in
nominal amount of theNotes of anySeries forthe timebeingoutstanding and is indemnified and/orsecured and/orpre-funded to its satisfaction
against allcosts and expenses, theNote Tmstee shall convene a meeting oftheNoteholders ofthatSeries. Every meeting shall beheld ona date and
at a time and place approved by the Note Tmstee.

4 At least21 days' notice (exclusive of the day on which the notice is given and of the day ofthe meeting)shall be given to the Noteholders and the
Paying Agents. Acopyofthe noticeshallbegivenby thepartyconvening the meeting to theotherparties. Thenoticeshall specify theday,timeand
placeofmeeting and,unless theNoteTmstee otherwise agrees, the nature ofthe resolutions to be proposed and shallexplain howNoteholders may
appoint proxies orrepresentatives, obtain voting certificates anduse block voting instmctions andthedetails ofthe time limits applicable.

Arrangements for voting

5 Ifa holderof a BearerNotewishes to obtain a voting certificate in respect ofit fora meeting,he mustdeposit it forthat purposeat least48 hours
before the timefixed forthe meetingwitha PayingAgentor to the orderof a PayingAgentwitha bank or other depositary nominatedby the Paying
Agent for the purpose. The Paying Agent shall then issue a voting certificate in respect ofit.

6 A voting certificate shall:

6.1 be a document in the English language

6.2 be dated

63 specify the meeting concemed and the serial numbers ofthe Notes deposited and

6.4 entitle, and state that it entitles, its bearer to attend and vote at that meeting in respect of those Notes.

7 Once a Paying Agent has issued a voting certificate for a meeting in respect ofa Note, it shall not release the Note until eithen
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7.1 the meeting has been concluded or

7.2 the voting certificate hasbeen surrendered to the PayingAgent.

8 Ifaholder ofa Bearer Note wishes the votes attributable toit tobeincluded ina block voting instruction for ameeting, then, at least 48 hours before
the time fixed for the meeting, (i) hemust deposit the Note for that purpose with aPaying Agent ortothe orderofaPaying Agent with a bank orother
depositary nominated by the Paying Agent for the purpose and (ii) heoraduly authorised person onhis behalfmust direct the Paying Agent how
those votes are tobecast The Paying Agent shall issue a block voting instmction inrespect ofthe votes attributable toall Notes so deposited.

9 A block voting instruction shall:

9.1 be a document in the English language

9.2 be dated

93 specify the meeting concerned

9.4 list the total number and serial numbers ofthe Notes deposited, distinguishing with regard toeach resolution between those voting for and those
voting against it

9.5 certify thatsuchlist is in accordance withNotes deposited and directions received asprovided in paragraphs 8,11 and 14and

9.6 appoint a named person (a"proxy") to voteat thatmeeting in respect ofthoseNotes and inaccordance with thatlist.Aproxy need notbea
Noteholder.

10 Once aPaying Agent hasissued a block voting instruction for a meeting in respect of thevotes attributable toany Notes:

10.1 it shall not releasethe Notes,exceptas provided in paragraph 11,until the meetinghas been concludedand

10.2 thedirections to which it giveseffect may notbe revoked or altered during the48 hours before the timefixed forthe meeting.

11 Ifthe receipt fora Notedeposited witha Paying Agent in accordance with paragraph 8 is surrendered to the Paying Agent at least48 hours before the
time fixed forthe meeting, the Paying Agent shallrelease the Noteandexcludethe votesattributable to it fiom the blockvotinginstruction.

12 Each blockvotinginstruction shallbe deposited at least24 hours before the timefixed for the meeting at suchplaceas theNoteTrustee shall
designate or approve, and in default it shallnot be validunless thechairman ofthe meeting decides otherwise before the meeting proceeds to
business. Ifthe NoteTrustee requires, a notarially certified copyof eachblockvotinginstruction shallbe produced by the proxy at the meeting but
the Note Trustee need not investigate or be concerned with the validity of the proxy's appointment.

13 Avote cast in accordance witha block voting instructionshall be valid even if it or any of the Noteholders'instructionspursuantto whichit was
executedhas previously been revokedor amended, unlesswritten intimationof such revocationor amendment is receivedfiom the relevantPaying
Agent by the Issueror the NoteTrustee at its registered officeor by the chairman of the meeting in each case at least 24 hours before the time fixed for
the meeting.
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14 No Note may bedeposited with ortothe order ofa Paying Agent atthesame time for thepurposes ofboth paragraph 5and paragraph 8 for the same
meeting.

15

15.1 AholderofaRegistered Note may, byaninstrument inwriting in theform available from thespecified office ofaTransfer Agent in theEnglish
language executed byoronbehalfoftheholder and delivered to theTransfer Agent at least 24hours before thetime fixed for a meeting, appoint any
person (a "proxy") to act on his behalf in connection with that meeting. A proxy need not be a Noteholder.

15.2 Acorporation which holds aRegistered Note may bydelivering toa Transfer Agent at least 24hours before thetime fixed forameeting a certified
copyof a resolution of itsdirectors orothergoverning body(with, if it isnot in English, a certified translation into English) authorise anyperson to
act as its representative (a"representative") in connectionwith that meeting.

Chairman

16 Thechairman ofa meeting shallbesuchperson asthe NoteTmstee may nominate in writing, but if nosuchnomination is made or if the person
nominated is not present within 15 minutes after the time fixed for the meeting the Noteholders or agents present shall choose one oftheir number to
be chairman, failing which the Issuer may appointa chairman. Thechairman need notbe a Noteholder or agent.Thechairman ofan adjourned
meeting need not be the sameperson as the chairman ofthe original meeting.

Attendance

17 The following may attend and speak at a meeting:

17.1 Noteholders and agents

17.2 the chairman

17.3 the Issuer and the Note Tmstee (through their respective representatives) and their respective financial and legal advisers

17.4 the Dealers and their advisers

17.5 any other person approved by the meeting or the Note Tmstee and

17.6 in relation to Registered Notes, the Registrar,or in relation to BearerNotes, the Issuing and Paying Agent.

No-one else may attend or speak.

Quorum and Adjournment

18 No business (except choosing a chairman) shall be transacted at a meeting unless a quomm is present at the commencement ofbusiness. Ifa quomm is
not present within 15 minutes fiom the time initially fixed for the meeting, it shall, if convened on the requisition ofNoteholders or ifthe Issuer and
the Note Tmstee agree, be dissolved. In any other ease it shall be adjourned until such date, not less than 14 nor more than 42 days later, and time and
place as the chairman may decide. Ifa quomm is not present within 15 minutes from the lime fixed fora meeting so adjoumed, the meeting shall be
dissolved.
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19

19.1

19.2

Two (or inthe case ofan adjourned meeting one) ormore Noteholders oragents present inperson shall beaquorum/jrov/rferf, however, that, so long
asat least therequired proportion ofthe aggregate principal amount ofthe outstanding Notes is represented by,in thecase ofBearerNotes, the
Global Notes or, in the case ofRegistered Notes, the Global Certificates orasingle Certificate, in the context ofRegistered Notes, an agent appointed
in relation thereto oraNoteholder ofthe Notes represented thereby shall bedeemed tobetwo voters (or inthe case ofan adjourned meeting, one
voter) forthe purpose offoiming a quorum.

in the cases marked "No minimum proportion" inthe table below, whatever theproportion oftheNotes which they represent

inany other case, only ifthey represent, innominal amount oftheaffected Tranche orTranches ofNotes forthe time being outstanding, the
proportion ofthe Notes shown by the table below.

COLUMN

1 COLUMN 2 COLUMN 3

Purpose ofmeeting

To pass a special quorum resolution

To pass any other Extraordinary Resolution

Any other purpose

Any meeting except one referred to in column 3

Required proportion

Fifty percent

One more than fifty per cent

One more than fifty percent

Meeting previously adjoumed through want
ofa quomm

Required proportion

Twenty-five percent

No minimum proportion

No minimum proportion

20 Thechairman may with theconsent of (and shallifdirectedby)a meeting adjourn the meeting from timeto timeand from placeto place. Only
business which couldhavebeentransacted at theoriginal meeting may be transacted at a meeting adjoumed in accordance with thisparagraph or
paragraph 18.

21 At least 10days'noticeofa meeting adjoumed through want ofa quommshallbegiven in thesame manner as foran original meeting andthat
notice shall state the quommrequired at the adjoumedmeeting. Nonotice need,however, otherwise be given of an adjoumedmeeting.

Voting

22 Each question submitted to a meeting shall be decided by a show ofhands unless a poll is (before, or on the declaration ofthe result of, the show of
hands)demanded by the chairman, the issuer, the NoteTmsteeor one or morepersonsholding one or moreNotesor voting certificates representing
2 per cent ofthe Notes.

108

Source: PPL CORP, 10-K, February 19, 2016 Powered byMorningsiar-' Document Research
Tho mtomation contained het^n maynotbneopiad, adapted or distributed and is not wananted to be accurate, comptete or timoiy. The user assumes ali risks tor any damages or tosses arising tram any aseof this inlormation.
except to theextentsuchdamages or tossescannotbelimited orexcluded byapptic^totaw. Past tinanaatpeelormance isno guaranteeo! futureresults.



23 Unless a poll isdemanded adeclaration bythechairman thata resolution hasorhasnotbeen passed shall beconclusive evidence of thefact without
proofof the numberor proportionof the votescast in favourof or against it.

24 Ifapoll isdemanded, it shall betaken in such manner and (subject as provided below) either atonce orafter such adjournment as the chaiirnan
directs. Theresult of the poll shallbe deemed to be the resolution ofthe meeting at which it was demanded asat thedate it -was taken. Ademand fora
pollshall notprevent themeeting continuing forthe transaction ofbusiness otherthan thequestion on which ithasbeen demanded.

25 Apoll demanded on theelection of a chairman or ona question of adjournment shallbe taken at once.

26 On a show ofhands every person who ispresent inperson and who produces a Bearer Note, a Certificate ofwhich heisthe registered holder ora
voting certificate orisaproxy orrepresentative has one vote. On apoll every such person has one vote inrespect ofeach integral currency unit ofthe
Specified Currency ofsuch Series ofNotes soproduced orrepresented bythe voting certificate soproduced orfor which heisa proxy or
representative. Withoutprejudiceto the obligationsof proxies,a personentitled to morethan one vote need not use themall or cast themall in the
same way.

27 In case ofequality ofvotes the chairman shall both ona show ofhands and ona poll have a casting vote inaddition toany other votes which hemay
have.

Effect and Publication ofan Extraordinary Resolution

28 AnExtraordinary Resolution shallbe bindingonall theNoteholders, whether or notpresent at the meeting, andon all theReceiptholdcrs andthe
Couponholders and each ofthem shall be bound to give effectto it accordingly.The passingofsuch a resolution shall be conclusiveevidencethat
the circumstances justify its being passed. The Issuershall give notice of the passingof an Extraordinary Resolutionto Noteholders and, in relationto
BearerNotes,to the PayingAgents, and in relationto Registered Notes,to the Registrarwithin 14days but failure to do so shall not invalidate the
resolution.

Minutes

29 Minutes shallbe made of all resolutions andproceedings at every meeting and, ifpurporting to besignedby thechairman of thatmeeting or ofthe
next succeeding meeting, shall be conclusive evidence of the matters in them. Until the contrary is proved every meeting forwhich minutes have
been so made and signed shall be deemed to have been duly convened and held and all resolutions passed or proceedings transacted at it to have
been duly passed and transacted.

Written Resolutions

30 Awritten resolution signedby the holdersof 75 percen. in nominal amountofthe Notesoutstandingshall take effectas if it werean Extraordinary
Resolution. Such a resolution in writing maybe contained in one document or several documents in the same form, each signed by or on behalfof
one or more Noteholders.

Note Trustee's Power to Prescribe Regulations

31 Subject to all other provisions in this Trust Deed the Note Trustee may without the consent ofthe Noteholders prescribesuch further regulations
regarding the holding of meetings and attendance and voting at them as it in its sole discretion determines including (without limitation) such
requirements as the Note Trustee thinks reasonable to satisfy itselfthat the
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persons who purport tomake any requisition inaccordance with this Trust Deed are entitled todosoand astotheform ofvoting certificates orblock
votinginstructions so asto satisfy itselfthatpersons who purport to attendor voteat a meeting areentitled to do so.

32 Theforegoing provisions ofthis Schedule shall haveeffect subject to the following provisions:

32.1 Meetings ofNoteholders ofseparate Series willnormally be heldseparately. However, the Note Trustee may fiom timeto time determine that
meetings ofNoteholders of separate Seriesshall be held together

32.2 Aresolution that inthe opinion ofthe Note Trustee affects one Series alone shall bedeemed tohave been duly passed ifpassed ata separate meeting
ofthe Noteholders of the Series concerned

323 Aresolution that in the opinion ofthe NoteTmsteeaffectsthe Noteholders of morethan one Seriesbut does not give riseto a conflictof interest
between theNoteholders ofthedifferent Series concerned shallbe deemed to havebeendutypassed if passed at a singlemeeting ofthe Noteholders
oftherelevant Series provided thatfor thepurposes ofdetermining thevotes a Noteholder isentitled to cast pursuant to paragraph 26,each
Noteholder shall have one vote in respect ofeach U.S.$1,000 nominal amount ofNotes held, converted, if such Notes are not denominated in U.S.
dollars, in accordance with sub-Clause 11.13 (Currency Conversion)

32.4 Aresolution that in the opinion ofthe NoteTrusteeaffects the Noteholders of morethan one Series and gives or maygive rise to a conflictof interest
between theNoteholders ofthe different Series concerned shallbe deemed to havebeendulypassed only if it shallbedulypassed at separate
meetings ofthe Noteholders ofthe relevant Series

32.5 To all such meetings as aforesaid all the precedingprovisionsofthis Scheduleshallmutatismutandisapply as though references thereinto Notesand
to Noteholders were references to the Notes and Noteholders ofthe Series concerned.
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This deed is delivered on the date stated at the beginning.

CENTRAL NETWORKS EAST PLC

By: /s/ JohnCrackett

Director;

Director

CENTRAL NETWORKS WEST PLC

By: /s/ John Crackett

Director

Director

The Common Seal of

DEUTSCHE TRUSTEE COMPANY LIMITED

was affixed to this Deed

in the presence of:
Associate Director:

/s/ Mr.GM Thompson
Associate Director

/s/ Mr.GMThompson
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Exhibit 10(c)-2
EXECUTION VERSION

FIRST AMENDMENT TO REVOLVING CREDIT AGREEMENT

THIS FIRST AMENDMENT TOREVOLVING CREDIT AGREEMENT, dated asofMarch 17, 2015 (this
"Amendment"!, to the Existing Credit Agreement (as defined below) ismade byPPL CAPITAL FUNDING, INC., a Delaware
corporation (the "Borrower"). PPL CORPORATION, a Pennsylvania corporation (the "Guarantor") and each Lender (such
capitalized term and other capitalized terms used in this preamble and the recitals below tohave the meanings set forth in, orare
defined by reference in. Article I below).

W I T N E S S E T H:

WHEREAS, theBorrower, theGuarantor, the Lenders andThe Bank ofNovaScotia, as theAdministrative Agent, Sole Lead
Arranger and SoleBookrunner, are allparties to theRevolving CreditAgreement, dated as of March 26, 2014 (asamended or
otherwise modified prior to thedate hereof, the"Existing Credit Agreement", andas amended by this Amendment andas the same
may be further amended, supplemented, amended andrestated or otherwise modified from time to time, the "Credit Agreement"!: and

WHEREAS, theBorrower has requested that theLenders amend theExisting Credit Agreement in orderto extend thematurity
date therein andthe Lenders arewilling tomodify the Existing Credit Agreement on the terms andsubject to theconditions hereinafter
set forth;

NOW, THEREFORE, the partiesheretoherebycovenantand agree as follows:

ARTICLE I

DEFINITIONS

SECTION 1.1. Certain Definitions. The following termswhen used in thisAmendment shallhave the following meanings
(suchmeanings to be equally applicable to the singular and pluralforms thereof):

"Amendment" is defined in the preamble.

"Borrower" is defined in die preamble.

"Credit Agreement" is defined in the first recital.

"Existing Credit Agreement" is defined in the first recital.

"Guarantor" is defined in the preamble.

SECTION 1.2. Other Definitions. Terms for which meanings are provided in the Existing Revolving Credit Agreement are,
unless otherwise defined herein or the context otherwise requires, used in this Amendment with such meanings.
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ARTICLE II

AMENDMENTS TO THE EXISTING CREDIT AGREEMENT

Effective as of the date hereof, but subjectto the satisfaction of the conditions in ArticleIII.

(a) Section 1.1 ofthe Existing Credit Agreement ishereby amended byamending and restating the definition of
"Termination Date" and by adding new definitions of"Asset Sale" and "Energy Supply SpinofF' in the appropriate alphabetical
order as follows:

"Asset Sale" means anysale of anyassets, including by wayof the sale by the Guarantor or anyof its Subsidiaries of
equity interests in such Subsidiaries; it being understood thatthe Energy Supply Spinoffshall notbe deemed toconstitute an
Asset Sale.

"Energy Supply Spinoff' means the proposed transfer, separation and spinoffof PPL Energy Supply, LLC andcertain
of its assets by the Guarantor as described in theGuarantor's Current Report on Form8-K dated June 9,2014 and filed with
the SEC.

"Termination Date" means the earliest to occur of (i) March 17, 2016 and(ii) such earlier date upon which all
Commitments shallhave been terminated in theirentirety in accordance widi thisAgreement.

(b) Sections 5.04(a), 5.04(c), 5.05 and5.13 of the Existing Credit Agreement arehereby amended by replacing
references to "December 31, 2013" with "December 31, 2014".

(c) Section 5.04(c) of dieExisting Credit Agreement is hereby further amended by adding the following to theend
of the first sentence, immediately before theperiod: "; it beingunderctood that theEnergySupply Spinoffshall notbe deemed, as
of the time of theconsummation thereofor at any time priordiereto or thereafter, to constitute sucha change".

(d) Forpurposes of the Existing Credit Agreement, including Section 5.14and Schedule 5.14 thereof, PPL Energy
Supply,LLC shallnot be deemeda Material Subsidiary upon and after the consummation of the Energy Supply Spinoff.

ARTICLE m

CONDITIONS TO EFFECTIVENESS

This Amendment and the amendments contained herein shall become effective as ofthe date hereof when each of the
conditions set forth in this Article IIIshall havebeen fulfilled to the satisfaction of theAdministrative Agent.

SECTION3.1. Counterparts. The Administrative Agent shallhave received counterparts hereofexecutedon behalf of the
Borrower, the Guarantor and the each of the Lenders.
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SECTION 3.2. Costs and Expenses, etc. TheAdministrative Agentshall havereceived for the account of eachLender, all
fees, costs and expenses due andpayable pursuant to Section 9.03 of the Credit Agreement, if theninvoiced.

SECTION 3.3. Resolutions, etc. TheAdministrative Agentshall have received fiom theBorrower andtheGuarantor (i) a
copy of a good standingcertificate for such Loan Party,dated a date reasonably close to the date hereofand (ii) a certificate, dated as
of the date hereof,of a Secretary or an AssistantSecretary of each Loan Party certifying (A) thatattached thereto is a true, correctand
complete copy of (x)thearticles or certificate of incoiporation ofsuch Loan Party certified by the Secretary of State (orequivalent
body) of thejurisdiction of incorporation of suchLoanParty and(y) thebylaws of suchLoan Party, and (b) thatattached thereto is a
true,correctand complete copy of resolutions adoptedby the board of directors of such Loan Partyauthorizing the execution,
delivery and performance of this Amendment and each ottier document delivered in connection herewith and that such resolutions
have not been amended and are in full force.

SECTION 3.4. Opinionof Counsel. The Administrative Agent shallhave receivedan opinion,dated the date hereofand
addressed to die Administrative Agent and all Lenders, fromcounselto the Borrower, in form and substance satisfactory to the
Administrative Agent.

SECTION 3.5. Satisfactory Legal Form. The AdministrativeAgent and its counsel shall have received all information, and
such counterpart originals or such certified or othercopiesof such materials, as the Administrative Agent or its counselmay reasonably
request, and all legalmatters incidentto the effectiveness of thisAmendmentshallbe satisfactory to the Administrative Agent and its
counsel. All documentsexecuted or submittedpursuant hereto or in connection herewith shall be reasonably satisfactoryin form and
substance to the Administrative Agent and its counsel.

ARTICLE IV

MISCELLANEOUS

SECTION 4.1. Cross-References. References in this Amendment to any Article or Section are, unless otherwise specified, to
such Article or Section of this Amendment.

SECTION 4.2. Loan Document Pursuant to Existing Credit Agreement. This Amendment is a Loan Document executed
pursuant to the Existing Credit Agreement and shall (unless otherwise expressly indicated therein) be construed, administered and
applied in accordance with all of the terms and provisions of the Existing Credit Agreement, as amended hereby, including Article DC
thereof.

SECTION 4.3. Successors and Assigns. This Amendment shall be binding upon and inure to the benefit of flie parties hereto
and their respective successors and assigns.

SECTION 4.4. Counterparts. This Amendment may be executed by the parties hereto in several counterparts, each of which
when executed and delivered shall be an original and all of which shall constitute together but one and the same agreement. Delivery
ofan executed counterpart ofa signature page to this Amendment by facsimile shall be effective as delivery ofa manually executed
counterpart offiiis Amendment.
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SECTION 4.5. Governing Law. THIS AMENDMENT WILL BE DEEMED TO BE A CONTRACT MADE UNDER
AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF NEW YORK (INCLUDING FOR SUCH PURPOSE
SECTIONS 5-1401 AND 5-1402 OF THEGENERAL OBLIGATIONS LAW OF THESTATE OFNEWYORK).

SECTION 4.6. Full Force and Effect: Limited Amendment. Except asexpressly amended hereby, allof the representations,
warranties, terms, covenants, conditions andother provisions of theExisting Credit Agreement andtheLoan Documents shall remain
unchanged and shall continue tobe, and shall remain, infull force and effect inaccordance with their respective terms. The
amendments setforth herein shall be limited precisely asprovided for herein to the provisions expressly amended herein andshall not
bedeemed tobeanamendment to, waiver of,consent to ormodification ofany other term orprovision of the Existing Credit
Agreement or anyother Loan Document or of anytransaction or further or future action on the partof anyObligor which would
require the consentof the Lendersunder the Existing CreditAgreementor any of the Loan Documents.

SECTION 4.7. Representations and Warranties. In order to inducethe Lendersto executeand deliverthisAmendment, the
Borrower andGuarantor each hereby represents andwarrants to the Lenders, on thedate this Amendment becomes effective pursuant
to Article III, thatboth beforeand aftergiving effectto this Amendment, all representations and warranties set forth in ArticleV of the
Credit Agreement aretrue andcorrect as of such date, except to the extent that anysuch statement expressly relates toan earlier date
(in which case such statement was true and correcton and as of such earlierdate).
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IN WITNESS WHEREOF, the parrieshereto have executed and delivered this Amendment as of the date first above written.

PPL CAPITAL FUNDING, INC., as the Borrower

By:
Name;

Title:

PPL CORPORATION, as the Guarantor

By:_
Name;

Title;

THE BANK OF NOVA SCOTIA, as the AdministrativeAgent and as a Lender

By:.
Name;

Title;
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Exhibit 10(q)-7
AMENDMENT NO. 6

TO

PPL EXECUTIVE DEFERRED COMPENSATION PLAN

WHEREAS, PPL Services Corporation ("PPL")has adopted the PPL Officers Deferred Compensation Plan
("Plan") effective July 1,2000; and

WHEREAS, the Plan was amended and restated effective November 1,2003, and subsequently amended by
Amendment No. 1,2,3,4 and 5; and

WHEREAS, PPL desires to further amend the Plan;

NOW, THEREFORE, the Plan is hereby amended as follows:

I. Effective January 1,2016, the following sections of Article IV is amended to read:

Article IV

Deferred Cash Compensation and Deferred Cash Awards

4.11 The Account of any Participant hired on or after January 1,2012, with Deferred Cash Compensation and Deferred
Cash Awards for the calendar year shall be increased by a Matching Contribution and a Fixed Contribution. The
Matching Contribution shall be an amount equal to 75% of the aggregate Deferred Cash Compensation and Deferred
Cash Awards that do not exceed 6% Cash Compensation, minus the maximum amount of Matching Contributions that
could have been made to the Participant's Accounts in the PPL Retirement Savings Plan for that calendar year ifthe
Participant made the maximum employee contributions permitted. The Fixed Contribution shall be an amount equal to
3% of Cash Compensation and Cash Award minus the amount of the Fixed Contribution made to the Participant's
Accounts in the PPL Retirement Savings Plan for that calendar year.

II. Except as provided for in this Amendment No. 6, all other provisions of the Plan shall remain in full force and effect.
IN WITNESS WHEREOF, this Amendment No. 6 is executed this day of , 2015.

PPL SERVICES CORPORATION

By;^
Stephen R. Russo
Sr. Vice President - Human Resources &

Services and Chief HR Officer
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PPL CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

'Million-, or l.'oIlui M

Year

Ended

Dec.3I,
2015 (a)

2,068 S

Year

Ended

Dec.31.

2014(a)

2,129 $

Year

Ended

Dcc.3!,

2013(a)

1,728 $

Exhibit 12(a)

Year

Ended

Dec.31.

2012(a)

1,406 $

Year

Ended

Dec.31,
2011 (a)

922

Earnings, as defined:
Income irom Continuing Operations Before

Income Taxes

Adjustment to reflect earnings fivrn equity method
investments on a cash basis (b) (1) 34

2,067 2.129 1,728 1.440 922

Total fixed charges as below 1,054 1.095 1.096 1.065 1,022
Less:

Capitalized interest 11 11 11 6 4

Preferred security distributions ofsubsidiaries
on a pre-tax basis 5 23

Interest expense and fixed charges related to
discontinued tiperations 150 186 235 235 231

Total fixed charges included in Income fiom
Continuing (Operations Before Income Taxes 893 898 850 819 764

Total earnings S 2,960 S 3.027 S 2,578 $ 2.259 $ 1.686

Fixed charges, as defined:
Interest charges (c)
Estimated interest component ofoperating rentals
Preferred securities distributions ofsubsidiaries

on a pre-tax basis

1,038 S
16

1,073 $
22

1,058
38

1,019
41

955

44

23

Total fixed charges (d) S 1,054 S 1.095 S 1.096 S 1.065 S 1.022

Ratio ofearnings to fixed charges 2.8 2.8 2.4 2.1 1.7

Ratio ofeamings to combined fixed charges and
preferred slock dividends (e) 2.8 2.8 2.4 2.1 1.7

(a) All periods rcfleci PPl.'s former Supply segment a.sDiscontinued Operations. See Note S to the Financial Statements for additional information.
(b) Includes other-than-temporary impairment loss of S2.s million in 2012.
(c) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(dl Interest on unrecognized tax benefits is not included in fixed charges.
le) PPL. the parent holding company, docs not have any preferred stock outstanding; therefore, the ratio of earnings to combined fixed charges and preferred slock dividends is the

same as the ratio of earnings to fixed charges,
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

iMiUions III P-illarii

Year

Ended

Dec. 31,

2015

Year

Ended

Dec. 31.

2014

Year

Ended

Dec. 31,

2013

Year

Ended

Dec.31,

2012

Exhibit 12(b)

Year

Ended

Dec.31,
2011

Earnings, as defined:
Income Before Income Taxes $ 416 S 423 s 317 S 204 $ 257

Total fixed charges as below 139 131 117 107 105

Total earnings s 555 S 554 $ 434 s 311 $ 362

Fixed charges, as defined:
Interest charges (a)
Estimated interest component ofoperating rentals

s 135 S

4

127

4

s 113

4

s 104 $

3

102

3

Total fixed charges (b) $ 139 S 131 s 117 $ 107 $ 105

Ratio ofeamings to fixed charges 4.0 4.2 3.7 2.9 3.4

Preferred stock dividend requirements on a pre-tax
basis

Fixed charges, as above s 139 $ 131 s 117

$ 6 $

107

21

105

Total fixed charges and preferred stock dividends s 139 S 131 $ 117 s 113 $ 126

Ratio ofearnings to combined fixed charges and
preferred slock dividends 4.0 4.2 3,7 2.8 2.9

(a) includCN interest on long-term and short-term debt as well as amortization of debt discount. expense and premium - ncL

tb) IntcreM 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
ofD'tllarM

Year

Ended

Dec.31,

\'car

Ended

Dec.3l,

\'ear

Ended

Dec. 31,

Exhibit 12(c)

Year

Ended

Dec. 31.

Year

Ended

Dec.3l,

Earnings, as defined;
Income from Continuing Opci^tions

Before Income Taxes
Adjustment to reflect earnings from

equity method investments on a cash
basis (a)

2015 2014 2013 2012 2011

S 603 S 553 S

(1)

551 S

0)

331

33

S 419

(I)
602 552 550 364 418

Total fixed charges as below 189 173 151 157 153

Total earnings S 791 $ 725 S 701 $ 521 $ 571

Fixed charges, as defined;
Interest charges (b)(c)
Estimated interest component of

operating rentals

s 181 S

8

167 S

6

145 $

6

151

6

S 147

6

Total fixed charges s 189 S 173 S 151 S 157 s 153

Ratio of earnings to fixed charges 4.2 4.2 4.6 3.3 3.7

(b)

(c)

Includes other-tlian-temporary impairment loss of S25 mtllion in 2012.
Includes interest on long-term and short-term debt, as well as amortization of debtdiscount, e.spcnsc and premium - net.
Includesa credit for amortization of a fair market value adjustment of $7 million in 2013,
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Earnings, as defined:
Income Before Income Taxes

Total fixed charges as below

Total eamings

Fixed charges, as defined:
Interest charges (a){b)
Estimated interest component of
operating rentals

Total fixed chatges

Ratio ofearnings to fixed charges

LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
iMilliiin.i of Doi/ursI

Year

Ended

Dec.31.

2015

299 S

61

360 S

57 $

4

61 S

5.9

Year

Ended

Dec. .31,

2014

272 S

51

323 S

49 S

2

51 S

6.3

Year

Ended

Dec. 31.

20)3

257 $

36

293 $

34 S

2

36 $

8.1

(a) Includesintereston long-termand shorl-lerni debt, as well as amortization of debt discount, expense and premium - net-
lb) Includes a credit for amortization of a fair market value adjustment of $7 million in 2013.
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Year

Ended

Dcc.31,
2012

192 $

44

236 $

Year

Ended

Dec.3I,

2011

195

46

241

42 S 44

2 2

44 $ 46

5.4 5.2

I (I, V-i'i' .tiii -iitM'ti!
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KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
Ibullions of Di'llarsi

Year Year Year

Exhibit 12(e)

Year Year

Ended

Dec. 31,

2015

Ended

Dec.31,

2014

Ended

Dec.3I,

2013

Ended

Dec. 31,

2012

Ended

Dec.31,

20II
Earnings, as defined:

Income Before Income Taxes

Adjustment to reflect eamings from
equity method investments on a cash
basis (a)

s 374 $

(1)

355 $

(II

360

(1)

$ 215 $

33

282

(1)
373 354 359 248 281

Total fixed charges as below 86 80 73 72 73

Total eamings $ 459 S 434 S 432 S 320 $ 354

Fixed charges, as defined:
Interest charges (b)
Estimated interest component of
operating rentals

$ 82 S

4

77 S

3

70

3

s 69 S

3

70

3

Total fixed charges $ 86 S 80 S 73 $ 72 S 73

Ratio ofeamings to fixed charges 5J 5.4 5.9 4.4 4.8

(a) Includes olher-than-temporary impairment loss of $23 million in 2012.
(b) includes interest on long-term and shorl-ierm debt, as well as amortization of debt discoiini. expense and premium - net.
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PPL Corporation

Subsidiaries of the Registrant

At December 31, 2015

Company Name

Business Conducted under Same Name

CEP Reserves, Inc.

LG&E and KU Energy LLC

Louisville Gas and Electric Company

Kentucky Utilities Company

PPL Capital Funding, Inc.

PPL Electric Utilities Corporation

PPL Energy Funding Corporation

PPL Global. LLC

PMDC International Holdings, inc.

PPL UK Holdings, LLC

PPL UK Resources Limited

PPL UK Distribution Holdings Limited

PPL WPD Limited

WPD Distribution Network Holdings Limited

Westem Power Distribution (South West) pic

Western Power Distribution (East Midlands) pic

Westem Power Distribution (West Midlands) pic

Exhibit 21

State or Jurisdiction of

Incorporation/Formation

Delaware

Kentucky

Kentucky

Kentucky and Virginia

Delaware

Pennsylvania

Pennsylvania

Delaware

Delaware

Delaware

United Kingdom

United Kingdom

United Kingdom

United Kingdom

United Kingdom

United Kingdom

United Kingdom

Source: PPL CORP, 10-K, Febiuaiy 19, 201B Powered hyMcrningsiar' Document Research
Theinfomatlon contained herein may not be copied, adapttxlordislributedandisnol warranted to beacairate, compleleortlmely. Theuser assumos all risks for any damages or losses arising from any use 0/ this information,
eircepl (0 (bcoxtcnt sucb damages or'osscs cannot be limited or excluded by applicable law. Past financial performance Is no guarantee of future results.



Exhibit 23 (a)

Consentof Independent Registered PublicAccountingFirm

We consentto the incoiporation by reference in PPL Corporation's Registration Statements on Form S-3 (Nos. 333-202290and 333-
202278) and the Registration Statements on Form S-8 (Nos. 333-02003, 333-112453, 333-110372, 333-144047, 333-175680, 333-
181752,and 333-197629) of our reportsdatedFebruary 19,2016, with respectto the consolidated financial statements and schedule of
PPLCorporation and the effectiveness of internal control over financial reporting of PPLCorporation, included in thisAnnual Report
(Form 10-K) for the year ended December 31, 2015.

/s/ Emst & Young LLP

Philadelphia, Pennsylvania
February 19, 2016

Source. PPL CORP. 10-K, Febiuary 19, 2016 Powered hyMorningsiat" Docunienl Research
The information contained herein may not beeopiod, adapted or distributed and is not warranted to be accurate, complete or timely. Theuser assumes all risks lor any damages or losses arising from any use of this information,
encept to the extent such damages or tosses cannotbellmited or excluded by applicable law. Past financial performance is no guarantee of future results



Exhibit 23 (b)

Consentof Independent Registered PublicAccountingFirm

We consent to the incorporation by reference in PPL Electric Utilities Corporation's Registration Statement on Form S-3 (No. 333-
202290-01) of our report dated February 19, 2016, with respect to the consolidated financial statements of PPL Electric Utilities
Corporation, included in thisAnnual Report(Form 10-K) for theyearendedDecember 31, 2015.

/s/ Emst & Young LLP

Philadelphia, Pennsylvania
February 19, 2016

Source: PPL CORF, 10-K, Febiuary 19. 2016 Petered by Mornlngstar ' Documeni Research^
The information txintalnixl herein may not be eoplod, adapted or distributed and is not i/rarranted to bo accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damagesoriossos cannot be limited or excluded by applicabio law. Past financial performance is no guaranteeof future results.



Exhibit 23 (c)

Consent of Independent Registered PublicAccounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-3 No. 333-202290-02) of LG&E and KU Energy
LLC and in the related Prospectus of our report dated February 19, 2016, with respect to the consolidated financial statements and
schedule of LG&E and KU Energy LLC included in this Annual Report (Form 10-K) for theyear ended December 31,2015.

Louisville, Kentucky
February 19,2016

/s/ Ernst & Young LLP

Source: PPL CORP, 10-K, February 19, 2016 Powered by Momingstar" Document Reseatcfi®
The informalion contained herein may nol be copied, adapted or distributed and is not warranted to be accurate, contpleie or timely. Tlio user assumes all risks lor any damages or losses arising Irom any use of this Inlormation,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantoeof future results



Exhibit 23 (d)

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-3 No. 333-202290-03) of Louisville Gas and
Electric Company and in the related Prospectus of our report dated February 19, 2016, with respect to the financial statements of
Louisville Gas and Electric Company included in thisAnnualReport (Form 10-K) for the year ended December 31, 2015.

Louisville, Kentucky
February 19, 2016

/s/ Ernst & Young LLP

Source: PPL CORP, 10-K, February 19, 2016 Powered byMctningsiar" Documerl Research
Theinformalion contalnml herein may not becopiod, adapted or distributed and is not warrattted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising trom any uso ol this Information,
except to theextait such damages or losses cannolbollmlled or excluded byapplicable law. Past financial performance is no guarantee of future results.



Exhibit 23 (e)

Consent of Independent Registered PublicAccounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-3 No. 333-202290-04) of Kentucky Utilities
Company and in the related Prospectus of our report dated February 19, 2016, with respect to the fmancial statements of Kentucky
Utilities Company included in thisAnnualReport (Form 10-K) for the year ended December 31, 2015.

Louisville, Kentucky
February 19, 2016

/s/ Ernst & Young LLP

Source: PPL CORP, 10-K, Febtuary 19, 2016 Powered byMorningstai" Document Research
Thoinfomstlon contained hmein may not becopiod, adapted ordisiribuled and ii not warranted to be accurate, complete or timely. Theuscrassumcsallrlsks for any damages or losses arising from any use ot this Information,
except to lite extent sudt damages or losses cannot be limited or excluded by applicable law. Past financial performance la no guarantee of future results



Exhibit 24

PPL CORPORATION

2015 ANNUAL REPORT

TO THE SECURITIES AND EXCHANGE COMMISSION

ON FORM10-K

POWER OF ATTORNEY

The undersigned directors of PPL Corporation, a Pennsylvania corporation, that is to file with the Securities and
Exchange Commission,Washington, D.C., under the provisions of the Securities Exchange Act of 1934, as amended, its
Annual Report on Form 10-Kfor the year ended December 31, 2015 ("Form 10-K Report"), do hereby appoint each of
William H. Spence, Vincent Sorgi, Joanne H. Raphael, Michael A. McGrail and Frederick C. Paine, and each of them,
their true and lawful attorney, with power to act without the other and with full power of substitution and resubstitution, to
execute for them and in their names the Form 10-K Report and any and all amendments thereto, whether said
amendments add to, delete from or otherwise alter the Form 10-KReport, or add or withdraw any exhibits or schedules to
be filed therewith and any and all Instruments in connection therewith. The undersigned hereby grant to each said
attomey full power and authority to do and perform in the name of and on behalf of the undersigned, and in any and all
capacities, any act and thing whatsoever required or necessary to be done in and about the premises, as fully and to all
intents and purposes as the undersigned might do, hereby ratifying and approving the acts of each of the said attorneys.

IN WITNESS WHEREOF, the undersigned havehereunto set their hands this IZ '̂̂ day ofFebruary, 2016.

/si Rodney C. Adkins
Rodney C. Adkins William H. Spence

/si John W. Conway Is/ Natica von Althann

John W. Conway Natica von Althann

Is/ Steven G. Elliott Isl Keith H. Williamson

Steven G. Elliott Keith H. Williamson

/s/Venkata RaiamannarMadabhushi /s/Armando Zagalo de Lima
Venkata Rajamannar Madabhushi Armando Zagalo de Lima

Is/ Craig A. Rogerson
Craig A. Rogerson

Source: PPLCORP, !0-K, February 19, 2016 Powoiecl by Morningstar' Document Research
The intomarion containod herein may not beccplod, adapted or distributed and is not warranted to boaecuraie, complete or timely. Theuscr assumes all rislis for any damages or losses arising from any use of this Information,
except to the extent such damages or lossescannol be limited or excluded by applicable law. Past finana'al performance is no guarantee of future results.



Exhibit 31(a)

CERTIFICATION

I, WILLIAM H. SPENCE, certify that:

1. I havereviewed thisannual report on Form 10-K of PPL Corporation (the"registrant") forthe yearendedDecember 31,2015;

2. Based onmy knowledge, thisreport does not contain any untrue statement ofa material fact oromit tostate a material fact necessary tomake the
statements made, in lightofthe circumstances underwhich such statements were made, not misleading with respect to theperiod covered bythis
report;

3. Based onmyknowledge, thefinancial statements, and otherfinancial information included in thisreport, fairly present inall material respects the
financial condition, results ofoperations and cash flows ofthe registrant asof,and for, theperiods presented in thisreport;

4. Theregistrant's othercertifying officer andI areresponsible forestablishing andmaintaining disclosure controls andprocedures (asdefined in
Exchange ActRules 13a-l5(e)and 15d-15(e))and internal control overfinancial reporting (asdefined in Exchange ActRules 13a-l5(f)and 15d-15{f))
for the registrant and have:

a. Designed such disclosure controlsand procedures, or causedsuch disclosure controlsand procedures to be designed underoursupervision,to
ensurethat material information relatingto the registrant, including its consolidatedsubsidiaries, is madeknownto us by otherswithin those
entities, particularly during the period in which this report is being prepared;

b. Designed such internalcontrol overfinancial reporting, or causedsuch internalcontrol overfinancial reporting to be designedunderour
supervision, to provide reasonable assurance regarding the reliabilityof financial reportingand the preparation of financial statements forextemal
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
effectivenessofthe 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
fiscalquarter (the registrant's fourth fiscalquarter 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 ofintemal 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 or other employees who have a significant role In the registrant's internal control
over financial reporting.

Date: February 19,2016 /s/ William H. Spence
William H. Spence
Chairman, President and ChiefExecutive Officer
(Principal Executive Officer)
PPL Corporation
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Exhibit 31(b)

CERTIFICATION

I, VINCENT SORGI, certify that:

1. Ihave reviewed this annual report on Form lO-K of PPLCorporation (the "registrant") forthe yearended Decembers1,2015;

2. Based on my knowledge, thisreport does notcontain any untrue statement ofa material fact oromit to state a material fact necessary to make the
statements made, inlight ofthecircumstances under which such statements were made, not misleading with respect to theperiod covered bythis
report;

3. Based onmyknowledge, thefinancial statements, and otherfinancial information included in thisreport, feirly present inall material respects the
financial condition, results ofoperations andcash flows ofthe registrant asof, andfor, theperiods presented in thisreport;

4. Theregistrant's othercertifying officer and I areresponsible forestablishing and maintaining disclosure controls andprocedures (asdefined in
Exchange Act Rules 13a-l 5(e) and I5d-I5(e))and internal control overfinancial reporting (as defined in Exchange Act Rules 13a-l 5(f) and 15d-15(f))
for the registrant and have:

a. Designed such disclosure controls andprocedures, or caused suchdisclosure controls andprocedures to bedesigned underoursupervision, to
ensurethat material information relatingto the registrant, including its consolidatedsubsidiaries, is madeknown to us by otherswithin those
entities,particularly during the period in which this reportis being prepared;

b. Designed such internalcontrolover financial reporting, or causedsuch internalcontrol over financial reporting to be designedunderour
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 effectivenessofthe registrant'sdisclosure controls and procedures and presented in this report our conclusions about the
effectiveness ofthe disclosure controlsand procedures, as ofthe end ofthe periodcoveredby this reportbasedon such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant'smost recent
fiscalquarter(the registrant's fourthfiscalquarterin the caseof an annual report)that has materially affected, or is reasonablylikely to materially
affect, the registrant's intemal control over financial reporting; and

5. The registrant'sother certifying officerand I have disclosed, based on our most recent evaluation of intemal control over financial reporting, to the
registrant'sauditors and the audit committee of the registrant'sboard of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of intemal 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 intemal control
over financial reporting.

Date: February 19,2016 /s/ Vincent Sorgi

Vincent Sorgi
Senior Vice President and ChiefFinancial Officer

(Principal Financial Officer)
PPL Corporation

267

Source; PPLCORP, 10-K, February 19, 2016 Powered by Morningsiar" Documem Research®
Tho information containod fterein may not be copied, adapted or distributed and Is not warranted lobeaccurale.complcleortimoly. Tho user assumes all rial's lor any damages or losses arising from any use ofihls information,
except to l/ieextentsuch damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee or /uturc resu/ts.



Exhibit 31(c)

CERTIFICATION

I,GREGORY N. DUDKIN, certify that:

1. Ihave reviewed this annual report on Form 10-K ofPPL Electric Utilities Corporation (the "registrant") for the year ended December 31,2015;

2. Based on my knowledge, this report does not contain any untrue statement ofamaterial fact oromit to state amaterial fact necessary tomake the
statements made, inlight ofthe circumstances under which such statements were made, not misleading with respect tothe 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 asof, and for, the periods presented inthis report;

4. 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 inExchange Act Rules I3a-15(f) and 15d-15(0)
for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures tobedesigned under oursupervision, to
ensure thatmaterial information relating to theregistrant, including itsconsolidated subsidiaries, ismade 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 tobedesigned under our
supervision, to provide reasonable assurance regarding the reliability offinancial reporting andthe preparation of financial statements forexternal
purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls andprocedures andpresented in this report ourconclusions about the
effectiveness ofthedisclosure controls andprocedures, as of theendof the period covered by thisreport based on suchevaluation; and

d. Disclosed in thisreport anychange in the registrant's internal control over financial reporting thatoccurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in thecase ofanannual report) thathasmaterially affected, orisreasonably likely tomaterially
affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer andIhave disclosed, based onourmost recent evaluation of internal control overfinancial reporting, to the
registrant's auditors andtheauditcommittee ofthe registrant's board of directors (orpersons performing theequivalent functions):

a. All significant deficiencies andmaterial weaknesses in thedesign oroperation ofinternal control overfinancial reporting which arereasonably
likely to adversely affectthe registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether ornot material, that involves management or otheremployees who havea significant rolein the registrant's internal control
over financial reporting.

Date: February 19,2016 /s/ GregoryN. Dudkin
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Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation

Source: PPL CORP, 10-K, February 19. 2016 Powered by Morningstar'' Documeril Research^
ThBlnfermalion contained hereinmaynot bo copied,adapted or dietrlbutedand is not warrantedto be accurate,completeor limo/y. Theuser assumes allrisksfor any damages or losses arisingfromany use o/this Information,
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Exhibit 31(d)

CERTIFICATION

I,STEPHEN K. BREININGER, certify that:

1. Ihave reviewed this annual report onFonn iO-K ofPPL Electric Utilities Corporation (the "registrant") for the year ended December 31,2015;

2. Based on my knowledge, this report does not contain any untrue statement ofamaterial fact oromit tostate amaterial fact necessary tomake the
statements made, in light ofthe circumstances under which such statements were made, not misleading \\ithrespect to the period covered bythis
report;

3. Based onmy knowledge, the financial statements, and other financial information included inthis report, fairly present inall material respects the
financial condition, results ofoperations and cash flows oftheregistrant asof,and for, theperiods presented in thisreport;

4. The registrant's other certifying officer andIareresponsible forestablishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-l 5(e) and 15d-15(e))and internal control over financial reporting (as defined inExchange Act Rules 13a-l 5(f) and 15d-15(f))
forthe registrant and have:

a. Designed suchdisclosure controls andprocedures, or caused suchdisclosure controls andprocedures to be designed underoursupervision, to
ensure thatmaterial information relating to the registrant, including its consolidated subsidiaries, is made known to usby others within those
entities,particularly during the period in which this report is being prepared;

b. Designed suchinternal control overfinancial reporting, or caused suchinternal control overfinancial reporting to be designed underour
supervision, to providereasonable assurance regarding the reliability of financial reportingand the preparation of financial statements forexternal
purposes in accordance with generally accepted accounting principles;

c. Evaluatedthe effectiveness ofthe registrant's disclosure controlsand procedures and presentedin this reportour conclusionsabout the
effectivenessof 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 internalcontrol over financial reporting that occurred during the registrant's mostrecent
fiscal quarter (theregistrant's fourth fiscal quarter in thecaseof an annual report) thathasmaterially affected, or is reasonably likelyto materially
affect, the registrant's internal control over financial reporting; and

5. Theregistrant's othercertifying officer andI havedisclosed, based on ourmostrecent evaluation of internal control overfinancial reporting, to the
registrant's auditorsand the audit committee of the registrant's boardof directors(or personsperforming the equivalent functions):

a. All significantdeficiencies and material weaknesses in the designor operationof internalcontrol over financial reporting whicharereasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fiaud, 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: Febraary 19,2016 /sJ Stephen K. Breininger
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Exhibit 31(e)

CERTIFICATION

I, VICTOR A. STAFFIERh certify that:

1. Ihave reviewed this annual report on Form 10-K ofLG&E and KU Energy LLC (the "registrant") for the year ended December 31,2015;

2. Based on my knowledge, this report does not contain any untrue statement ofamaterial fact oromit to state amaterial fact necessary tomake the
statements made, in light ofthe circumstances under which such statements were made, not misleading with respect tothe period coveted 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 oftheregistrant asof, and for, theperiods presented inthis 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-l 5(e) and 15d-l 5(e)) and internal control over financial reporting (as defined inExchange Act Rules I3a-15(f)and 15d-15(0)
for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures tobedesigned under oursupervision, to
ensure thatmaterial information relating to the registrant, including itsconsolidated subsidiaries, ismade known tousbyothers within those
entities,particularly during the period in which this reportis being prepared;

b. Designed such intemal control overfinancial reporting, orcaused such internal control overfinancial reporting tobe designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting andthe preparation of financial statements forexternal
purposes in accordance with generally accepted accounting principles;

c. Evaluated theeffectiveness ofthe registrant's disclosure controls and procedures andpresented in this report ourconclusions aboutthe
effectiveness ofthe disclosure controls andprocedures, as ofthe endofthe period covered by thisreport based onsuchevaluation; and

d. Disclosed in thisreport any change in the registrant's intemal control over financial reporting thatoccurred duringthe registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in thecase ofan annual report) thathasmaterially affected, oris reasonably likely to materially
affect, the registrant's intemal control over financial reporting; and

5. Theregistrant's othercertifying officer and1havedisclosed, based on ourmostrecent evaluation of intemalcontrol overfinancial reporting, to the
registrant's auditors andthe auditcommittee of the registrant's board of directors (orpersons performing the equivalent functions):

a. All significant deficiencies and material \veaknesses inthedesign oroperation of intemal control overfinancial reporting which arereasonably
likely to adversely affectthe registrant's ability to record, process, summarize and report financial information; and

b. Any fiaud, whether or not material, that involves management or otheremployees who havea significant rolein the registrant's intemal control
overfinancial reporting.

Date: February 19,2016 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman ofthe Board, ChiefExecutive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC
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Exhibit 31(f)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1. I have reviewed thisannual report on Form 10-K ofLG&E andKU Energy LLC (the"registrant") fortheyearended December 31,2015;

2. Based on my knowledge, thisreport does notcontain anyuntrue statement ofa material fact oromit to state a material fact necessary tomake the
statements made, in light ofthe circumstances under which such statements were made, not misleading with respect to theperiod coveted bythis
report;

3. Based on my knowledge, thefinancial statements, andother financial information included in thisreport, fairly present inall material respects the
financial condition, results of operations andcashflows ofthe registrant as of,and for, the periods presented in thisreport;

4. Theregistrant's othercertifying officer and Iareresponsible forestablishing andmaintaining disclosure controls andprocedures (asdefined in
Exchange ActRules 13a-15(e)and 15d-l5(e)) andInternal control overfinancial reporting (asdefined in Exchange ActRules 13a-l5(f) and 15d-15(0)
for the registrant and have:

a. Designed such disclosure controlsand procedures, or causedsuch disclosurecontrolsand procedures to be designedunderour supervision, to
ensure that mateiial 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 internalcontrol overfinancial reporting, or causedsuch internalcontrol over financial reporting to be designed underour
supervision, to provide reasonable assuranceregarding the reliability of financial reporting and the preparation of financial statements for exiemal
purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectivenessofthe 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'smost 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 intemal control over financial reporting; and

5. The registrant'sother certifying officer and 1have disclosed, based on our most recent evaluation of intemal 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 intemal 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 intemal control
over financial reporting.

Date: February 19,2016 /s/ Kent W.Blake
Kent W. Blake

ChiefFinancial Officer

(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy LLC
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Exhibit 31(g)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1. Ihave reviewed this annual report onForm 10-KofLouisville Gas and Electric Company (the "registrant") for the year ended December 31,2015;

2. Based on my knowledge, this report does not contain any untrue statement ofamaterial fact oromit tostate amaterial fact necessary tomake the
statements made, inlight ofthe circumstances under which such statements were made, not misleading Avith respect tothe 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 oftheregistrant asof, and for, the periods presented inthis report;

4. The registrant's other certifying officer and Iare responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-l 5(e) and 15d-15(e))and internal control over financial reporting (as defined inExchange Act Rules 13a-l 5(f) and 15d-15(0)
for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures tobedesigned under oursupervision, to
ensure thatmaterial information relating to theregistrant, including itsconsolidated subsidiaries, ismade known tousby others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control overfinancial reporting, orcaused such internal control overfinancial reporting tobedesigned under our
supervision, to providereasonable assurance regarding the reliability of financial reportingand the preparation of financial statements forexternal
purposes in accordance withgenerallyacceptedaccountingprinciples;

c. Evaluatedthe effectiveness of the registrant's disclosure controlsand procedures and presentedin thisreport our conclusionsabout the
effectiveness ofthedisclosure controls andprocedures, asof theend ofthe period covered by this report based on suchevaluation; and

d. Disclosed in this reportany change in the registrant's intemalcontrol over financial reporting that occurred during the registrant's mostrecent
fiscal quarter (theregistrant's fourth fiscal quarterin thecaseof an annual report) thathasmaterially affected, or is reasonably likelyto materially
affect, the registrant's intemal control over financial reporting; and

5. Theregistrant's othercertifying officer andI havedisclosed, based on ourmost recent evaluation of intemal control overfinancial reporting, to the
registrant's auditorsand the audit committee of the registrant's boardof directors(orpersonsperforming the equivalent functions):

a. Allsignificant deficiencies and material weaknesses in thedesignoroperation ofintemalcontrol overfinancial reporting which arereasonably
likely to adversely affect the registrant'sability to record,process, summarizeand report financial information; and

b. Anyfiaud,whetheror not material, that involvesmanagementor other employeeswhohave a significant role in the registrant's intemal control
over financial reporting.

Date: Febmary 19,2016 /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(h)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1. Ihave reviewed thisannual report on Form lO-KofLouisvilleGasand Electric Company (the "registrant") fortheyearended Decembers 1,2015;

2. Based onmy knowledge, this report does not contain any untme statement ofa material fact oromit tostate a material fact necessary tomake the
statements made, in light ofthc circumstances under which such statements were made, not misleading with respect to theperiod covered bythis
report;

3. Based on my knowledge, thefinancial statements, andother financial information included in thisreport, fairly present inall material inspects the
financial condition, results ofoperations and cash flows ofthe registrant asof, and for, theperiods presented in thisreport;

4. Theregistrant's othercertifying officer and1areresponsible forestablishing and maintaining disclosure controls andprocedures (asdefined in
Exchange Act Rules 13a-l 5(e) and 15d-15(e))and internal control overfinancial reporting (as defined inExchange Act Rules I3a-15(f)and 15d-I5(f))
forthe registrant and have:

a. Designed suchdisclosure controls andprocedures, or caused suchdisclosure controls andprocedures to bedesigned underoursupervision, to
ensurethat material information relating to the registrant, including its consolidatedsubsidiaries, is madeknownto us by otherswithin those
entities, particularly during the period in which this report is being prepared;

b. Designed such intemal controlover financial reporting, orcaused such internalcontrol overfinancial reporting to be designed underour
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for extemal
purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectivenessof the registrant'sdisclosure controls and procedures and presented in this report our conclusions about the
effectivenessof the disclosure controls and procedures, as of the end ofthe period covered by this report based on such evaluation; and

d. Disclosed in this reportany change in the registrant's intemalcontrol over financial reportingthat occurred during the registrant's mostrecent
fiscalquarter(the registrant's fourth fiscal quarterin the caseof an annual report)that has materially affected, or is reasonably likely to materially
affect, the registrant's intemal'control over financial reporting; and

5. The registrant'sother certifying officer and I have disclosed, based on our most recent evaluation ofintemal control over financial reporting, to the
registrant'sauditors and the audit committee of the registrant'sboard of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of intemal control overfinancial reporting which are reasonably
likely to adversely affect the registrant'sability to record, process,summarizeand report financial information; and

b. Any fiaud, whether or not material, that involves management or other employees who have a significant role in the registrant's intemal control
overfinancial reporting.

Date: February 19,2016 /s/ Kent W. Blake
Kent W.Blake

ChiefFinancial Officer

(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company
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Exhibit 3 l(i)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1. 1have reviewed this annual report on Form 10-K ofKentucky Utilities Company (the "registrant") for the year ended December 31,2015;

2. Based on my knowledge, this report does not contain any untrue statement ofamaterial fact oromit to state amaterial fact necessary to make the
statements made, inlight ofthe circumstances under which such statements were made, not misleading with respect tothe 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 asof, and for, the periods presented inthis report;

4. The registrant's other certifying officer and Iare responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-l 5(e) and 15d-15(e))and internal control over financial reponing(as defined in Exchange Act Rules I3a-15(f)and I5d-15(f))
for the registrant and have:

a. Designed such disclosure controls and procedures, orcaused such disclosure controls and procedures tobedesigned under oursupervision, to
ensure thatmaterial information relating to theregistrant, including itsconsolidated subsidiaries, ismade known tousbyothers within those
entities,particularly during the period in which this reportis being prepared;

b. Designed such internal control over financial reporting, orcaused such internal control over financial reporting tobedesigned under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting andthe preparation of financial statements forexternal
purposes in accordance with generallyacceptedaccountingprinciples;

c. Evaluated theeffectiveness ofthe registrant's disclosure controls and procedures andpresented in this report ourconclusions aboutthe
effectiveness ofthe disclosure controlsand procedures, as ofthe end ofthe periodcoveredby this reportbasedon such evaluation; and

d. Disclosed in thisreport anychange in the registrant's internal control over financial reporting thatoccurred during the registrant's mostrecent
fiscal quarter (theregistrant's fourth fiscal quarter in thecase ofan annual report) thathasmaterially affected, oris reasonably likely tomaterially
affect, the registrant's internal control over financial reporting; and

5. Theregistrant's othercertifying officer and I havedisclosed, based on ourmost recent evaluation of internal control overfinancial reporting, to the
registrant's auditors andtheauditcommittee ofthe registrant's board of directors (orpersons performing the equivalent functions):

a. Allsignificant deficiencies and material weaknesses in thedesignor operation of internal control overfinancial reporting which arereasonably
likely to adverselyaffectthe registrant's ability to record, process, summarize and reportfinancial information; and

b. Any fiaud, whether ornot material, that involvesmanagement or otheremployees who havea significant rolein the registrant's internal contiol
over financial reporting.

Date: February 19, 2016 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman ofthe Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company
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Exhibit 3 l(j)

CERTIFICATION

I, KENTW. BLAKE,certify that:

1. I have reviewed thisannual report on Form lO-K ofKentucky Utilities Company (the "registrant") fortheyearended December 31,2015;

2. Based onmy knowledge, this report does notcontain any untrue statement ofa material fact oromit tostate amaterial fact necessary tomake the
statements made, in lightofthe circumstances under which such statements were made, notmisleading with respect to theperiod covered bythis
report;

3. Based onmy knowledge, thefinancial statements, and other financial information included inthis report, fairly present inall material respects the
financial condition, results ofoperations and cash flows oftheregistrant asof, andfor, theperiods presented in thisreport;

4. Theregistrant's othercertifying officer and Iareresponsible forestablishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules I3a-15(e) and 15d-15(e))and internal control overfinancial reporting (as defined in Exchange Act Rules 13a-l 5(f) and 15d-15(f))
for the registrant and have:

a. Designed such disclosure controls andprocedures, orcaused such disclosure controls and procedures tobedesigned underoursupervision, to
ensurethat material information relating to the registrant, including its consolidatedsubsidiaries, is madeknownto us by otherswithin those
entities, particularly during the period in which this report is being prepared;

b. Designed suchintemal control overfinancial reporting, or caused suchinternal control overfinancial reporting to be designed underour
supervision, to providereasonable assurance regarding the reliabilityof financial reportingand the preparation of financial statements forextema!
purposes in accordance with generally accepted accounting principles;

c. Evaluatedthe effectiveness of the registrant's disclosure controlsand procedures and presented in this reportour conclusionsabout the
effectivenessofthe disclosure controls and procedures,as ofthe end ofthe period covered by this report based on such evaluation; and

d. Disclosed in this reportany change in the registrant's intemalcontrol over financial reporting that occurred during the registrant's mostrecent
fiscalquarter(the registrant's fourth fiscal quarterin the caseof an annualreport)that hasmaterially affected, or is reasonably likely to materially
affect, the registrant's intemal control over financial reporting; and

5. The registrant's othercertifyingofficerand I have disclosed,basedon outmost recentevaluationof intemal control overfinancial reporting, to the
registrant's auditorsand the audit committee ofthe registrant's boardof directors(orpersons performing the equivalent functions):

a. All significantdeficiencies and material weaknesses in the design oroperation of intemalcontrol over financial reportingwhichare reasonably
likely to adversely affect the registrant'sability to record,process, summarizeand report financial information; and

b. Any fraud,whether ornot material, that involves management or other employees who have a significant role in the registrant's intemal control
over financial reporting.

Date: February 19,2016 /s/ Kent W.Blake
Kent W. Blake

ChiefFinancial 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 FORTHEYEAR ENDED DECEMBER 31, 2015

Inconnection with theannual report on Form 10-K ofPPL Corporation (the"Company") for theyearended December31,2015, asfiled with the
Securities and Exchange Commission on the date hereof(the "Covered Report"), we, William H. Spence, the Principal Executive Officerofthe Company, and
Vincent Sorgi, the Principal Financial Officerofthe Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant toSection 906 ofthe Saibanes-Oxley
Act of2002, hereby certify that:

• TheCovered Report fully complies with therequirements ofSection 13(a) or 15(d) oftheSecurities Exchange Act of 1934, as
amended; and

• Theinformation contained in theCovered Report fairly presents, in all material respects, the financial conditionand results of
operations of the Company.

Date: February 19,2016 /s/ William H. Spence
William H. Spence
Chairman, President and ChiefExecutive Officer
(Principal Executive Officer)
PPL Corporation

/s/ VincentSorgi
Vincent Sorgi
Senior Vice President and ChiefFinancial Officer

(Principal Financial Officer)
PPL Corporation

Asigned originalofthis written statementrequired by Section906 has been providedto the Companyand will be retainedby the Company and
furnished to the Securities and Exchange Commissionor its staffupon 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 ELECTRIC UTILITIES CORPORATION'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2015

In connection wth the annual report on Form 10-K ofPPL Electric Utilities Corporation (the "Company") for the year ended December 31,2015, as
filed with the Securities and Exchange Commission on the date hereof(the "Covered Report"), we, Gregory N. Dudkin, the Principal Executive Officerof'the
Company, and Stephen K. Breininger, the Principal Financial Officer and Principal Accounting Officer ofthe Company, pursuant to 18 U.S.C. Section 1350,
asadopted pursuant to Section 906oftheSarbanes-Oxley Act of2002,hereby certify that:

• The Covered Report fully complies with the requirements ofSection 13(a) or15(d) ofthe Securities Exchange Act of1934, as
amended; and

• Theinformation contained intheCovered Report fairly presents, inall material respects, thefinancial condition and results of
operations of the Company.

Date: Febmary 19,2016 /s/ Gregory N. Dudkin
Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation

/s/ StephenK.Breininger
Stephen K. Breininger
Vice President and Controller

(Principal Financial Officerand Principal Accounting Officer)
PPL Electric Utilities Corporation

Asigned original ofthiswritten statement required bySection 906 has been provided to theCompany and will beretained bythe Company and
fumished to the Securities and Exchange Commissionor its staffupon 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-OXLEYACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2015

Inconnection with the annual report onForm lO-KofLG&E and KU Energy LLC (the "Company") for the year ended Decembers 1,2015, asfiled
with the Securities and Exchange Commission on the date hereof(the "Covered Report"), we, Victor A. Staffieri, the Principal Executive Officerofthe
Company, and Kent W. Blake, thePrincipal Financial Officer oftheCompany, pursuant to 18 U.S.C. Section 1350, asadopted pursuant to Section 906 ofthe
Sarbanes-Oxley Act of 2002, hereby certify that:

• TheCovered Report fully complies with therequirements ofSection 13(a) or 15(d) oftheSecurities Exchange Act of 1934, as
amended;and

• The information contained in the CoveredReport fairlypresents, Inall material respects, the financial condition and resultsof
operations ofthe Company.

Date; February 19,2016 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman ofthe Board, ChiefExecutive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ Kent W. Blake

Kent W. Blake

ChiefFinancial Officer

(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy LLC

Asigned original of thiswritten statement required by Section 906 hasbeenprovided to theCompany andwillbe retained by theCompany and
furnished to the Securities and Exchange Commissionor its staff upon request.

278

Source: PPLCORP, 10-K, February 19, 2016 Powered by Morningstar' Document Research®
The Information contained herein may not bo eopiod, adapted or distributed and Is not warranted lobe accurate, complete orlimoly. The user assumes allrisks lorany damages or losses arising from any use of this informalion,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past finandai performance is no guarantee of future results.



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
FORLOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31. 2015

Inconnection with theannual report onForm 10-K ofLouisville Gas and Electric Company (the "Company") for theyearended December 31,2015,
asfiled with theSecurities and Exchange Commission on thedate hereof(the"Covered Report''̂ we, Victor A. Staffieri, thePrincipal Executive Officer ofthe
Company, and Kent W.Blake, thePrincipal Financial Officer oftheCompany, pursuant to 18U.S.C. Section 1350, asadopted pursuant to Section 906ofthe
Sarbanes-Oxley Act of2002, hereby certify that:

• TheCovered Report fullycomplies withthe requirements ofSection 13(a) or 15(d) of the Securities Exchange Actof 1934, as
amended; and

• The information contained in the CoveredReport fairlypresents, in all material respects, the financial condition and resultsof
operations ofthe Company.

Date: Februaty 19,2016 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman ofthe Board, ChiefExecutive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

/s/ Kent W.Blake

Kent W. Blake

ChicfFinancial Officer

(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(e)
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 31,2015

In connection with the annual report on Fonn 10-KofKentucky Utilities Company (the "Company") for the year ended December 31,2015, as filed
with the Securities and Exchange Commission on the date hereof(the "Covered Report"), we, Victor A. Staflfieri, the Principal Executive Officer ofthe
Company, and Kent W. Blake, the Principal Financial Officer ofthe Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant toSection 906 ofthe
Sarbanes-OxleyAct of2002, hereby certify that:

• The Covered Report fully complies with the requirements ofSection 13(a) or15(d) ofthe Securities Exchange Act of 1934, as
amended; and

• Theinformation contained in theCovered Report fairly presents, in all material respects, the financial condition and results of
operations ofthe Company.

Date; February 19,2016 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, ChiefExecutive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

/s/ Kent W. Blake

Kent W. Blake

ChiefFinancial Officer

(Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company

Asigned original of thiswritten statement required bySection 906hasbeen provided to theCompany andwill beretained bytheCompany and
fumished to the Securities and Exchange Commissionor its staffupon request.
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PPL

L.S.

PPL Capital Funding
Senior Unsecured Notes

69352PAD5

69352PAE3

69352PAG8

69352PAF0

69352PAH6

69352PAK9

69352PAJ2

Total Senior Unsecured Notes

Junior Subordinated Notes

69352PAC7

69352P202

Total Junior Subordinated Notes

Total PPL Capital Funding Long-term Debt
PPL Electric

Senior Secured Notes/First Mortgage Bonds
Total PPL Electric Long-term Debt

LKE

Senior Unsecured Notes

First Mortgage Bonds

Total LKE Long-term Debt'
Total U.S. Long-term Debt

I'PL C ORPORATION AND SI BSIDIARIES

LONG-TERM DEBT SCHEDI LE

(Unaudited)
/Millions of Dolhirs)
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Interest

Rate

4.200%
3.500%

1.900%

3.400%

4,700%

3,950%

5,000%

6.700%

5,900%

Maturit)'
Date

06/15/2022

I2/0L2022

06/01/2018

06 01 2023

06/01/2043
03'15 2024

03/15/2044

03/30/2067

04/30/2073

Exhibit 99(a)

December 3 i, 2015

400

400

250

600

300

350

400

2.700

480

450

930

3,630

2.864

2.864

725

4.010

4.735

11.229
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Interest .Maturity
Rate Date Dccembcr3I,201S

L.K.

Senior UnM'cureiJ Notes

USG7208UAB73 3.900% 05/01/2016 460
USG720XUAA'-)0 5.375% 05/01'2021 500
USG9796VAD58 7.250% 12/15/2017 100
USG9796VAE32 7.375% I2'15''2028 202
XSl315962602 3.625% 11/06/2023 753
XS062733322I 5.250% 01/17/2023 1.054
XS0568142482 6.250% 12/10/2040 376
XS0568142052 6.000% 05/09'2025 376
XS0627336323 5.750% 04/16/2032 1,204
XS0979476602 3.875% I0'17 2024 602
XS0061222484 9.250% 11/09/2020 226
XS0280014282 4.804% 12/21 •2037 339

XS0496999219 5.750% 03/23/2040 301

XS016551()3I3 5.875% 03/25/2027 376
XS0496975I10 5.750% 03/23/2040 301

Total Senior Unsecured Notes 7.170

Index-Linked Notes '

XS063203X666 2.671% 06/01 2043 168

XS0974143439 1.676% 09/24/2052 164
XS0277685987 1.541% I2./01/2053 205

XS0279320708 1.541% 12/01/2056 235

Total Index-Linked Notes 772

Total U.K. Long-term Debt 7.942
Total Long-term Debt Before Adjustments 19.171

Fair market value adjustments 30

UnamoTtized premium and (discount), net (28)
Unamortized debt issuance costs (125)

Total Long-term Debt 19,048

Less current portion of Long-term Debt 485

Total Long-term Debt, noitcurrent S 18.563
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Interest Maturity
Rate Date Deceniber31,20I5

PPl. Floctrir

Senior Secured Notes/First Mortgage Bonds
524808BM3 4.750% 02/15/2027 S 108
524808BL5 4.700% 09/01 2029 116
70869MAC8 ^ 4.000% 10/01/2023 90
69351UAG8 5.150% 12/15 2020 100
69351UAP8 3.000% 09/15/2021 400
69351UAQ6 2.500% 09/01/2022 250
69351UAH6 6.450% 08/15/2037 250
69351UAM5 6.250% 05/15'2039 300
6935IUAN3 5.200% 07/15/2041 250
6395IUAR4 4.750% 07/15/2043 350
69351UAS2 4.125% 06/15/2044 300
6935IUAT0 4.150% 10'01'2045 350

Total Senior Secured Notes 2.864
Total Long-term Debt Before Adjustments 2.864

Unamortizcd discount (13)
Unamortized debt issuance costs (23)

Total Long-term Debt 2.828
Less current portion ofLong-term Debt

Total Long-term Debt, noncurreni S 2,828

LKE

Senior Unsecured Notes

50188FAD7 3.750% 11/15/2020 475
50I88FAE5 4.375% 10/01/2021 250

Total Senior Unsecured Notes 725
LG&E

First Mortgage Bonds 1,659

KU

First Mortgage Bonds 2J5I
Total Long-term Debt Before .Adjustments 4.735

Fair market value adjustments (I)
Unamortized discount (16)
Unamortized debt issuance co.sts (30)

Total Long-term Debt 4.688
Less current portion of Long-term Debt 25

Total Long-term Debt, noncurrent' $ 4.663
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lg&e

Interest

Rate

Maturity
Date Decembcr31,2015

546676AU1 5.125% 11/15/2040 S 285
54ft676AV9 4.650% 11/15/2043 250
546676AW7 3.300% 10/01/2025 300
546676AX5 4.375% 10/01 2045 250

896221AA6 4.600% 06/01/2033 60

473044BV6 0.250% 09/01/2026 23

896224AX0^ 1.050% 09/01/2026 27

N/A ^ 0.839% 05/01/2027 25

47302PAA8^ 0.660% 09/01/2027 10

896224AW2 ^ 1.350% 11/01/2027 35

546749AL6 ^ 1.350% 11/01/2027 35

896224AS1 0.240% 08/01 2030 83

896224AV4 0.482% 10/01/2032 42

546751AE8 - 1.150% 06/01 2033 31

546751AG3 ^ 1.600% 06/01/2033 35

546749 AJI^ ] .650% 10/01/2033 128

546749AK8 ^ 2.200% 02/01/2035 40

Total Long-term Debt Before Adjustments 1,659

Fair market value adjustments (1)
Unamortized discount (4)
Unamortized debt issuance costs (12)

Total Long-term Debt 1,642
Less current portion of Long-term Debt 25

Total Long-term Debt, noncurreni $ 1,617
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Interest Maturit)-
Rate Date I>ecember31,20IS

KU
First Aforigage Bonds

491674BE6 3.250% 11/01/2020 $ 500
49I674BG1'BF3 5.125% 11/01-2040 750
491674BJ5 4.650% 11/15/2043 250
491674BK2 3.300% 10/01'2025 250
491674BL0 4.375% 10/01/2045 250
I4483RAH0 5.750% 02/01/2026 18
896221AC2 6.000% 03/01/2037 9

587K29AC6^-' 0.010% 05/01./2023 13

14483RAN7 ' 0.010% 02/01/2032 78

144838AA7^-^ 0.300% 02/01'2032 21

I44838AB5®-' 0.300% 02/01/2032 2

587824AAI ' 0.300% 02/01 2032 8

62479PAA4 ' 0.300% 02/01/2032 2

144838AC3 ^ 0.782% 10/01'2032 96

I4483RAP2 ' 0.010% 10/01/2034 54

14483RAM9^-'^ 0.010% 10/01/2034 50

Total Long-term Debt Before Adjustments 2,351

Fair market value adjustments
Unamortized discount

Unamortized debt issuance costs

Total Long-term Debt
Less current portion ofLong-tenn Debt

Total Long-term Debt, noncutrent

11 > Excludes a S400 million 3.50'''o iniercoinpany note between LKI-. ami PPLCapital Funding due 202;^.
12) Principal amount oTthe notes are adjusted based on changes in a specified index. a.s detailed in the terms of the related indentures.
13) Securities are currently in a term rate mode. Securitiesmay be put buck to the company on a date prior to the stated maturity date.
(4) Securities have a tloaiing rate of interest that periodically resets. December 31. 2015 the weighted average rateof the SI83 millionof notesat LG&Ewas0.40%.
(5) NoCUSIP • Bonds wereremarketed and 100°o of bondsare held by a thirdparty.Securities may he put back to the company on a dateprior to the stated maturity date.
16) Securities have a floating rale of interestthat periodically resets. .At December 31. 2015 die weighted average rateofthe S324 millionof notesat KUwas0.27%,
1?) Securities may be put back to the company prior to the stated maturity date.
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ill}
2.326

2.326
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