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PPL companies

Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

P.O. Box 615

Frankfort, Kentucky 40602-0615

June 30, 2016

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

Dear Executive Director:

Pursuant to the Commission’s Order dated September 30, 2010 in the
aforementioned case, Louisville Gas and Electric Company (“LG&E") and
Kentucky Utilities Company (“KU"), (collectively, the “Companies™) submit
the Companies” Annual Accounting Information Filing in compliance with the
reporting requirements specified in Appendix C, Commitment No. 1.

Please confirm your receipt of this filing by placing the File Stamp of your
Office with date received on the additional copy of the cover letter. Should

you have any questions regarding the information filed herewith, please call
me or Don Harris at (502) 627-2021.

Sincerely,

Lok

Rick E. Lovekamp

LG&E and KU Energy LLC
State Regulation and Rates
220 West Main Street

PO Box 32010

Louisville, Kentucky 40232
www.lge-ku.com

Rick E. Lovekamp
Manager - Regulatory
Affairs/Tariffs

T 502-627-3780

F 502-627-3213
rick.lovekamp@|ge-ku.com
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QUARTERLY AND ANNUAL FINANCIAL REPORTS FOR 2014

During 2015 and 2016, the Companies filed the 2015 PPL Corporation Annual Report and all of
the Securities and Exchange Commission (“SEC”) Form 10-Q’s and 10-K reports as they were
completed. The details of the filings are as follows:

Securities Kentucky Public
Exchange Service
Commission Filing | Commission Filing
Financial Report Period Ending Date Date
SEC Form 10-Q March 31, 2015 April 29, 2015 May 8§, 2015
SEC Form 10-Q June 30, 2015 August 3, 2015 August 4, 2015
SEC Form 10-Q September 30, 2015 | October 30, 2015 November 2, 2015
SEC Form 10-K December 31, 2015 February 19, 2016 February 22, 2016
PPL Corporation Annual Report | December 31, 2015 | N/A April 19, 2016




SEC Form 10-Q

March 31, 2015



UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for the quarterly period ended March 31, 2015

OR

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

Commission File
Number

1-11459

1-905

333-173665

1-2893

1-3464
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Registrant; State of Incorporation;
Address and Telephone Number

PPL Corporation

(Exact name of Registrant as specified in its charter)
(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

PPL Electric Utilities Corporation

(Exact name of Registrant as specified in its charter)
(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

LG&E and KU Energy LLC

{Exact name of Registrant as specified in its charter)
{Kentucky)

220 West Main Street

Louisville, KY 40202-1377

(502) 627-2000

Louisville Gas and Electric Company

(Exact name of Registrant as specified in its charter)
(Kentucky)

220 West Main Street

Louisville, KY 40202-1377

(502) 627-2000

Kentucky Utilities Company

{Exact name of Registrant as specified in its charter)
{Kentucky and Virginia)

One Quality Street

Lexington, KY 40507-1462

(502) 627-2000

IRS Employer
Identification No.

23-2758192

23-09595%0

20-0523163

61-0264150

61-0247570



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

PPL Corporation Yes X No__
PPL Electric Utilities Corporation Yes X No_
LG&E and KU Energy LLC Yes X No_
Louisville Gas and Electric Company Yes X No_
Kentucky Utilities Company Yes X No__

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

PPL Corporation Yes X No_
PPL Electric Utilities Corporation Yes X No___
LG&E and KU Energy LLC Yes X No_
Louisville Gas and Electric Company Yes X No_
Kentucky Utilities Company Yes X No_

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

Large accelerated Accelerated Non-accelerated  Smaller reporting

filer filer filer company
PPL Corporation [X] [ 1] [ ] [ 1]
PPL Electric Utilities Corporation [ 1] [ 1] [X] [ 1]
LG&E and KU Energy LLC [ ] [ 1] [X] [ 1]
Louisville Gas and Electric Company [ 1] [ 1 [X] [ 1]
Kentucky Utilities Company [ 1] [ 1] [X] [ 1

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

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

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

PPL Cerporation Common stock, $0.01 par value, 668,107,248 shares outstanding at April 30,
2015.

PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held by
PPL Corporation at April 30, 2015.

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

Louisville Gas and Electric Company Common stock, no par value, 21,294,223 shares outstanding and all held by

LG&E and KU Energy LLC at April 30, 2015.

Kentucky Utilities Company Common stock, no par value, 37,817,878 shares outstanding and ali held by
LG&E and KU Energy LLC at April 30, 2015.

This document is available free of charge at the Investor Center on PPL Corporation's website at www.pplweb.com.
However, information on this website does not constitute a part of this Form 10-Q).
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PPL CORPORATION
PPL ELECTRIC UTILITIES CORPORATION
LG&E AND KU ENERGY LLC
A LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

FORM 10-Q
FOR THE QUARTER ENDED MARCH 31, 2015

Table of Contents

This combined Form 10-Q is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL
Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own
behalf, and no Registrant makes any representation as to information relating to any other Registrant, except that information
under "Forward-Looking Information” refating to subsidiaries of PPL Corporation is also attributed to PPL Corporation and
information relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.
Beginning in the first quarter of 2015, PPL Energy Supply, LLC is filing a separate Form 10-Q.

Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company are references to such
entities directly or to one or more of their subsidiaries, as the case may be, the financial results of which subsidiaries are
consolidated into such Registrants in accordance with GAAP. This presentation has been applied where identification of
particular subsidiaries is not material to the matter being disclosed, and to conform narrative disclosures to the presentation of
financial information on a consolidated basis.
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DRAFT
GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its subsidiaries

KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmission,
distribution and sale of electricity, primarily in Kentucky.

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

LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides services to LKE and its subsidiaries.

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

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

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

PPL Electric - PPL Electric Utilities Corporation, a public utility subsidiary of PPL engaged in the regulated transmission
and distribution of electricity in its Pennsylvania service area and that provides electricity supply to its retail customers in this
area as 2 PLR.

PPL. Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL
Energy Supply, PPL Global and other subsidiaries.

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

PPL Energy Supply - PPL Energy Supply, LLC, a subsidiary of PPL Energy Funding and the parent company of PPL
Generation, PPL EnergyPlus and other subsidiaries.

PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that, beginning in 2015, provides support services

and corporate functions such as financial, supply chain, human resources and information technology services primarily to
PPL Electric and its affiliates.

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

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

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

PPL Montour - PPL Montour, LLC, a subsidiary of PPL Generation that owns generating operations in Pennsylvania.
PPL Services - PPL Services Corporation, a subsidiary of PPL that provides services to PPL and its subsidiaries.

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

PPL WPD Lid - an indirect U K. subsidiary of PPL Global. PPL WPD Ltd holds a liability for a closed defined benefit
pension plan and a receivable with WPD Ltd.

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

ppl10g_3-15 Final as Filed.doex Confidential 1



PRAFT

Subsidiary Registrant(s) - Registrants that are direct or indirect wholly owned subsidiaries of PPL: PPL Energy Supply,
PPL Electric, LKE, LG&E and KU. :

< WPD -refers to WPD Litd and its subsidiaries together with a sister company PPL WPD Ltd.

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

WPD Lid - Western Power Distribution Limited, an indirect UK. subsidiary of PPL Global. Its principal indirectly owned
subsidiaries are WPD (East Midlands), WPD (South Wales), WPD (South West) and WPD (West Midlands).

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

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

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

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

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

Other terms and abbreviations
£ - British pound sterling.
2014 Form 10-K - Annval Report to the SEC on Form 10-K for the year ended December 31, 2014 Form 10-K.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorizes the PUC to
approve two specific ratemaking mechanisms: the use of a fully projected future test year in base rate proceedings and,
subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amends the Pennsylvania Public Utility Code
and creates an energy efficiency and conservation program and smart metering technology requirements, adopts new PLR
electricity supply procurement rules, provides remedies for market misconduct and changes to the AEPS.

AEPS - Alternative Energy Portfolio Standard.

AFUDC - Allowance for Funds Used During Construction, the cost of equity and debt funds used to finance construction
projects of regulated businesses, which s capitalized as part of construction costs.

AOC! - accumulated other comprehensive income or loss.
ARQO - asset retirement obligation.
Baseload generation - includes the output provided by PPL's nuclear, ceal, hydroelectric and qualifying facilities.

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

Cane Run Unit 7 - a natural gas combined-cycle unit under construction in Kentucky, jointly owned by LG&E and KU,
which is expected to provide additional electric generating capacity of 640 MW (141 MW and 499 MW to LG&E and KU) in
2015.

CCRY(s) - Coal Combustion Residual(s). CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
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Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid
rain, ozone and toxic air emissions.

COBRA - Consolidated Omnibus Budget Reconciliation Act, which provides individuals the option to temporarily continue
employer group health insurance coverage after termination of employment.

CSAPR - Cross-State Air Pollution Rule.

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

DNO - Distribution Network Operator in the U.K.

DOJ - U.5. Department of Justice.

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

DPCRS5 - Distribution Price Conirol Review 5, the U.K. five-year rate review period applicable to WPD that commenced
April 1, 2010.

DRIP - Dividend Reinvestment and Direct Stock Purchase Plan.

DSIC - the Distribution System Improvement Charge authorized under Act 11, which is an alternative ratemaking
mechanism providing more-timely cost recovery of qualifying distribution system capital expenditures,

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

ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled
to the current recovery of costs of complying with the Clean Air Act, as amended, and those federal, state or local
environmental requirements that apply to coal combustion wastes and by-products from the production of energy from coal.
EEI - Edison Electric Institute, the association that represents U.S. investor-owned electric companies.

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

EPS - earnings per share,

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

ERCOT - the Electric Reliability Council of Texas, operator of the electricity transmission network and electricity energy
market in most of Texas.

E.W. Brown - a generating station in Kentucky with capacity of 1,594 MW,

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

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

FTRs - financial transmission rights, which are financial instruments established to manage price risk related to electricity
transmission congestion that entitle the holder to receive compensation or require the holder to remit payment for certain
congestion-related transmission charges based on the level of congestion between two pricing locations, known as source and
sink.
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GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG - greenhouse gas{es).

GLT - Gas Line Tracker. The KPSC approved LG&E's recovery of costs associated with gas service lines, gas risers, leak
mitigation, and gas main replacements. Rate recovery became effective on January 1, 2013.

Holdco - Talen Energy Holdings, Inc., a Delaware Corporation, which was formed for the purposes of the spinoff
transaction.

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

Intermediate and peaking generation - includes the output provided by PPL's oil- and natural gas-fired units.
fronwood Facility - a natural gas combined-cycle unit in Lebanon, Pennsylvania with a summer rating of 660 MW,

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

ISO - Independent System Operator.

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

LIBOR - London Interbank Offered Rate.

MATS - Mercury and Air Toxics Standards.

MDEQ - Montana Department of Environmental Quality.

MEIC - Montana Environmental Information Center.

MMB1tu - One million British Thermal Units.

Montana Power - The Montana Power Company, 2 Montana-based company that sold its generating assets to PPL
Montana in December 1999. Through a series of transactions consummated during the first quarter of 2002, Montana Power
sold its electricity delivery business to NorthWestern.

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

MW - megawatt, one thousand kilowatts.

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

NDT - PPL Susquehanna's nuclear plant decommissioning trust.

NERC - North American Electric Reliability Corporation.

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

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

NPNS - the normal purchases and normal sales exception as permitted by derivative accounting rules. Derivatives that
qualify for this exception may receive accrual accounting treatment.
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NRC - Nuclear Regulatory Commission, the 11.S. federal agency that regulates nuclear power facilities.
OCl1 - other comprehensive income or loss.

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

Opacity - the degree to which emissions reduce the transmission of light and obscure the view of an object in the
background. There are emission regulations that limit the opacity of power plant stack gas emissions.

OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13%
interest (consists of LG&E's 5.63% and KU's 2.50% interests), which is accounted for as a cost-method investment. OVEC
owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty Creek plant in Indiana, with
combined summer rating capacities of 2,120 MW.

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

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

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

PP&E - property, plant and equipment.

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

RAYV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or
regulatory asset base. RAYV is based on historical investment costs at time of privatization, plus subsequent allowed additions
less annual regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory
cost of capital. RAV is indexed to Retail Price Index (RPI) in order to allow for the effects of inflation. Since the beginning
of DPCRS in April 2010, RAV additions have been based on a percentage of annual total expenditures, which will continue
from April 2015 under RIIQ-ED1. RAV is intended to represent expenditures that have a long-term benefit to WPD (similar
to capital projects for the U.S. regulated businesses that are generally included in rate base).

RCRA - Resource Conservation and Recovery Act of 1976.
RECs - Renewable Energy Credits.

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

RFC - ReliabilityFirst Corporation, one of eight regional entities with delegated authority from NERC that work to
safeguard the reliability of the bulk power systems throughout North America.

RHO-EDT - RIIO represents "Revenues = Incentive + Innovation + Outputs.” RIIO-ED1 refers to the initial eight-year rate
review period applicable to WPD which commenced April 1, 2015.

Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and ultimate parent company of the entities
that own the competitive power generation business to be contributed to Talen Energy other than the competitive power
generation business to be contributed by virtue of the spinoff of a newly formed parent of PPL Energy Supply.

RJS Power - RIS Generation Holdings LLC, a Delaware limited liability company controlled by Riverstone, that owns the
competitive power generation business to be contributed by its owners to Talen Energy other than the competitive power
generation business to be contributed by virtue of the spinoff of a newly formed parent of PPL Energy Supply.

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

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

Scrubber - an air pollution control device that can remove particulates and/or gases (primarily sulfur dioxide) from exhaust
gasces,

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

SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to
safeguard the reliability of the bulk power systems throughout North America.

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

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

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

Spark Spread - a measure of gross margin representing the price of power on a per MWh basis less the equivalent measure
of the natural gas cost to produce that power. This measure is used to describe the gross margin of PPL and its subsidiaries’
competitive natural gas-fired generating fleet. This term is also used to describe a derivative contract in which PPL and its
subsidiaries sell power and buy natural gas on a forward basis in the same contract.

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

Talen Energy - Talen Energy Corporation, the Delaware corporation formed to be the publicly traded company and future
owner of the competitive generation assets of PPL Energy Supply and certain affiliates of Riverstone,

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

Total shareowner refurn - the change in market value of a share of the Company's common stock plus the value of all
dividends paid on a share of the common stock during the applicable performance peried, divided by the price of the
common stock as of the beginning of the performance period. The price used for purposes of this calculation is the average
share price for the 20 trading days at the beginning and end of the applicable period.

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 that assumes any proceeds that could be obtained
upon exercise of options and warrants (and their equivalents) would be vsed to purchase common stock at the average market
price during the relevant period.

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

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

VSCC - Virginia State Corporation Comrmission, the state agency that has jurisdiction over the regulation of Virginia
corporations, including utilities.
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FORWARD-LOOKING INFORMATION

Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or

»  performance and underlying assumptions and other statements that are other than statements of historical fact are "forward-
looking statements"” within the meaning of the federal securities laws. Although the Registrants believe that the expectations
and assumptions reflected in these statements are reasonable, there can be no assurance that these expectations will prove to
be correct. Forward-looking statements are subject to many risks and uncertainties, and actual results may differ materially
from the results discussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's
2014 Form 10-K and in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations” in this Form 10-Q, the following are among the important factors that could cause actual results to differ
materially from the forward-looking statements.

» fuel supply cost and availability;

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

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

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

¢ the duration of and cost, including lost revenue, associated with scheduled and unscheduled outages at our generating

facilities;

transmission and distribution system conditions and operating costs;

expansion of alternative sources of electricity generation;

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

collective labor bargaining negotiations;

the ontcome of litigation against the Registrants and their subsidiaries;

potential effects of threatened or actual terrorism, war or other hostilities, cyber-based intrusions or natural disasters;

the commitments and liabilities of the Registrants and their subsidiaries;

the effectiveness of our risk management techniques, including hedging;

the effect on our operations and ability to comply with new statutory and regulatory requirements related to derivative
financial instruments;

our ability to attract and retain qualified employees;

volatility in market demand and prices for energy, capacity, transmission services, emission allowances and RECs;

competition in retail and wholesale power and natural gas markets;

liquidity of wholesale power markets;

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

market prices of commodity inputs for ongoing capital expenditures;

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

indices, and decisions regarding capital structure;

o stock price performance of PPL;

s volatility in the fair value of debt and equity securities and its impact on the value of assets in the NDT funds and in
defined benefit plans, and the potential cash funding requirements if fair value declines;

* interest rates and their effect on pension, retiree medical, nuclear decommissioning liabilities and interest payable on

certain debt securities;

volatility in or the impact of other changes in financial or commodity markets and economic conditions;

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

changes in securities and credit ratings;

changes in foreign corrency exchange rates for British pound sterling;

current and future environmental conditions, regulations and other requirements and the related costs of compliance,

including environmental capital expenditures, emission allowance costs and other expenses;

» legal, regulatory, political, market or other reactions to the 2011 incident at the nuclear generating facility at Fukushima,
Japan, including additional NRC requirements;

» changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their

subsidiaries conduct business;

receipt of necessary governmental permits, approvals and rate relief;

new state, federal or foreign legislation or regulatory developments;

the outcome of any rate cases or other cost recovery or revenue filings by PPL. Electric, LG&E, KU or WPD;

the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy

industry;

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

s performance of new ventures; and

» business dispositions or acquisitions, including the anticipated formation of Talen Energy via the spinoff of PPL Energy
Supply and subseguent combination with Riverstone's competitive generation business and our ability 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.

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

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

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

Three Months Ended March 31,

2015 2014
Operating Revenues
LR $ 2214 $ 2,162
Unregulated wholesale €ETEY «vvverrrrerriimrirismmmririn s taie ettt s st n e e ss s m s s bsbe e s barn st s sb s bnbns 521 (1,457)
Unregulated retail ENEIEY .uevirerreseisisemissmmssmrrsssns s mrsss s sm s sans s smsessns s sm e ssss s sm st nams s e s sanassasesnsnnns 310 348
Energy-related DUSINESSES ... oo ittt i st st s b bt s s bbb e 120 141
Total Operating REVENUES «.cvreerereeerrrersseessnmeecrcsrnmessasserarcssssassnessascssarsessres onssssasssnnssnsassrasssnnes 3,165 1,194
Operating Expenses
Operation
FUBL. .ot st s e et e A e A S e ae e an s et naraenan e 604 758
ENBIZY PUICHASES tiuriisiis s tininitiisimsns i ms s e ne s bbb h e e b b A R b eS8 E bRt bbb b e mm e 321 (1,494)
Other operation and IMAIMIENANCE . ..c.ceccrereeccrcsteerrcseerirssseesssansesssstaessasasesssssnsessssnssvesanssssananvsss 668 668
DEpIeciation .uivuieseesssississes i e b R e R e e b ras e ean 293 300
Taxes, other than ITICOMIE. . e e e et i e e eeeenepece s oesersasseaessssarssssreses s asassstsnsesestsneesasasessesesasssasannasans 101 101
Energy-related DUSINESSES..ccuiririisrssssssisssnssssssesitessiresere s ssane s ser e s e s e s snn saseasesasnsnsnsnnasnnns 111 138
Total Operating EXPENSES....ueiirererieerserrereeissresesisesni e s sestssssss sasssbaneesmsensmmeasnes 2,098 471
ODErating INCOME ....ccooeireeereesrerecersrerasnresreesersasas e sassaassanssssssonssssssbntssosastessnnensennsennsannen 1,067 723
Other Income (EXPEnse) - NEL.........ccoivreeevrcreeecerreseriaasessne s rressns s isresssssesassanenss sasssssassnassasnnnnas 95 (23)
INETESt EXPENSE «....oooeccmcerereessnnrrerenssaranesesssamneesenssnnssesensanassesnasssnseessesnsasesssnsssnsrernessnnssarnassnn 247 262
Income from Continuing Operations Before Income Taxes ..........ccccoevvviininicniciiescssesssssssnnas 915 438
INCOME TaAXES 1eivrrtriitrene s mr s r e r e e st s s e e Eo bt 208000 ben s 4t e e am g ememmnesreaanrerer 268 114
Income from Continuing Operations After Income Taxes ........cccccceeeiiiiiieiieeeivsiinrenessersamrerees 647 324
Income (Loss) from Discontinued Operations (net of iINCOME LAXES) .........ovrivvriinerrrssesrassseresssnassas (8)
NEt TICOMIE. ... coiiiiiniiiasiiesies ittt it s sa s e ce e e eeeyeeeetess ranerssera st sres sesrrseasssase st esatassasssnsnsanansnnnnn $ 647 % 316
Earnings Per Share of Common Stock:
Income from Continuing Operations After Income Taxes Available to PPL
Commen Shareowners:
BAASIC 1eeevsrrerieniinins ittt sttt e et re e et e enee e et e re e et essraesaneenraneasan v s ananata $ 0.97 S 0.51
DHIUEEM. e evrecersmsrerersanssearenessraresanesassesnasannsrasasssnasassmnsssassensssesaseessnsssnteessnessasesssansansabaneensen $ 096 3 0.50
Net Income Available to PPL Common Shareowners
BABIC .eeernerrarmensmsnssesenonnearesenassaarenesssssasesssasassmtnenasanaantasaneeesnt et erns e tes srntesaeesenrasanearannasats $ 097 § 0.50
DHIUEEA. ... cvverversnrrrsrmessnmsesrersssnsesranssrarersassasassassssasessansssasssessessorsresns mesrasssneesssssesnssssnessnnsssnne $ 0.96 3 0.49
Dividends Declared Per Share of Common Stock... . § 03725 § 0.3725
Weighted-Average Shares of Common Stock Outstandmg (m thuusands)
BUSIC eviiisriereensnrrecerananererereasareareneasst et s e et eeeaaa et e aaea L L hE e e e kb st n b eaSe et e e e eneeanr e s e raTraaTeenanernte 666,974 630,749
DHIUEEA. .. 1eircerecoreencnnsaosnaesnrasasaasanesessesssessssesassesanses asassasetarnssss usessssssnsmeresesnsesesnsernsesssnsesnse 668,732 663,939

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

~ PPL Corporation and Subsidiaries
t {Unaudited)
(Miilions of Dollars)

Three Months Ended March 31,

2015 2014
NELITICOIMIE ....c..voeevececee e eteererereranee rsasasssssonssesssssrsessssssessnasssssesasenasasasasesassassssssbsssssssasses $ 647 $ 3i6
Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of ($5), $1.uuviinvnenieseseseeseneaens (66) 131
Available-for-sale securities, net of tax of (36}, ($6) ...vvecvrvrvrerrvrrerverersessrensssssssssessanses 5 5
Qualifying derivatives, net of tax 0f $4, $25........covevienrernrnierrssinissssssssesssssssssssssnescves 6 (46)
Defined benefit plans:
Net actuarial gain (loss), net of tax of $0, $0..c.ecivecccr et 1
Reclassifications from AQCI - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, Net OF taX OF $1, BT e cerreesesesessmeestiee s e e e eenne (1) (1
Qualifying derivatives, net of taX 0F 34, ($4) v e s st sesere s eenensenes (an 19
Equity investees' other comprehensive (income) loss, net of
BAK OF B1, S0 oo eesese e bt st csecesom e s emsesesesssmsenasesaseasemse s s eemeeeasesasemesm et seresees 00
Defined benefit plans:
Prior service costs, net of tax of $0, (F1) oo ereeveneeesnsessnsstabt e emnne 1
Net actuarial Joss, net of tax 0f (F13), (30) oot ee e esess e sesatee e e e srsrsaeas 38 27
Total other comprehensive iNCOME (J0S5).....cc.c.oooevrmvver e s srsr s e et srs e saeas (37 136
Comprehensive INCOME (J0SS).....cocieoererrrrreesrressesese et sae s s se e smes $ 610 § 452

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

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

Three Months Ended March 31,

2015 2014
Cash Flows from Operating Activities
INEE ETICOMIE ..o e vemras s e eeeesorre s smseresaeessssnmeresesmnrreas s aaes ssnssia sasmrassantenssnantessssess $ 647 3 316
Adjustments to reconcile net income to net cash provided by operating activities
J T o1 (=TT 13 ) T 293 305
AINOITIZALION «.etecerencreesenessasesacessieeesmeannteecnmassaseecenessntssssnerssmessrnnarsrnnsrssaresnnnsnsisa il bt estenssns 57 60
Defined benefit plans - eXPense. ... i s s st s e s 28 21
Deferred income taxes and investment tax credits .. 124 (26)
Unrealized (gains) losses on derivatives, and other hedgmg actmues ........................................ (90) 241
Adjustment to WPD 1ine 1088 ACCTUAL..cvioviiariis et et e saessnsnes e vrrssnvanensessssnssnansanssase 65
Stock COMPENSALION EXPEIMSE...1reinieririrsiaraisateinrsisirernes s esssasssssnsasmssas e sesban s bssabmbnsubersnssranens 28 28
L 1T U 4 5
Change in current assets and current liabilities
ACCOUNLS TECEIVADIE ....coee it r s sr st st s s s s s s armrer s erererererernsararararasssatssntorasssasasns (143) (185)
ACCOUNES PAYADIE «....cvriecriniiissssssmsiitnissstits et mtrte e asee s ransssssress s enneasenaaaseasnrant rxnindbeesnmmnresnns 139 93
UnDIllEd TEVETIUES .. eviicmeee s et issssssssssanssssssassss s emte s e e s s esmmesesssnnesssamssesa st st anssssssssssnssssnrannrns 111 33)
Fuel, materials and SUPPHES .....coooiimveerirreciniriicsii st e r s et s e 149 96
PrepayIMEnts. . ... . cvevvererirrreresssineiese s atmte e esesrs s raterrarsssnreasasaesasssnnsmsasssansnsnsnnretearsnssarnrentans (81) (70)
Taxes payable ... s s e nma s 44 126
Other current Habilities. ......ccieiiiimiiiiinrctnnnisssssnsesssrecsierssansssssssssannsnmeeerererrnnssrensessssnnsanass (172) (59)
L8111 SN e beenreeeeesesressaeesssERESeSEIAARASRSSSRRRS SRS rersrenessbantse s ranssane 38 10
Other operating activities
Defined benefit plans - fUNAINE ...cccoviiiiiiiiiiiii e e resmrssenesaearess se s s e s v (271} (135)
DT ASSELS.uuerrserrserrrsrern vreessrsrisssssssssssenssasssermrassse st s nasebtaebabesass s s basassnsnnmerabesebbanantassbnasnns (§ )] (3)
Other HabilItes. ..cvcssreicisiniii i sttt e ee e e eeevrvn e sr s ta e as s st eanabans e bmmnae v ranreas 47 76
Net cash provided by operating activities...uoueeic s eec e rrerrreerrsserramsesssessmassessescnsssserrmasns 673 931
Cash Flows from Investing Activities
Expenditures for property, plant and €QUIPINEDL......c.covaivisnisnssesssissstesteste e aevessasssnssssssssassnsssns (942) (892)
Expenditures for intangible 855618 oot crnrvrsnns e re s sssnssesse s rsnme s sesssrns s ee s sman s (20) (16)
Purchases of nuclear plant decommissioning st INVESUNENIS....cuvvecireisrerstresssensmmerssrssesesensrssenss 43) (32)
Proceeds from the sale of nuclear plant decommissioning trust inVeSUNENES...cvueeeeereeeeercvrrsersrennes: 38 27
Proceeds from the receipt of grants ............. 56
Net (increase) decrease in restricted cash and cash equwalents ..................................................... (10) (334)
Other InVesting CHVIHES..cuueeeeentsnsiatitiise i reacs i rrsssrer s s resssssssnsseesesmarensssnmeessaansessrnnssasssessasnnes (13) 8
Net cash provided by (used in) inVesting activities.......ccvovvverereesresrnssseassesssssssmanresesmesnneses (990) (1,183)
Cash Flows from Financing Activities
Retirement of 10ng-term debl...c.cciiiriniii e e cesntesessansama e s cevanrssnssssmssssan anannas (1) (239)
Issuance of COMMON SLOCK......cui smememsissinisisici i e e cerrrresaerssrrssrerrrsarenasnsssssssanansaseerrarennesrerssasas a5 15
Payment of common stock dividends.....coeeemeeeriericciccier s s resnt st e s e e smsm s s e ee s s e seneas (250) (234)
Net increase (decrease) in Short-term debl. .. rrrerersrrarereeereass s ssssasesserancsmmnnes 133 878
Other financing ACVItIES .oociiieiiimi s ree s s ar e s e nan e s e s s nasa e (14) (28)
Net cash provided by (used in) financing activities .........eeercvrsesrereeecssnaeessoennas s cr s s e eeesnconee 97) 392
Effect of Exchange Rates on Cash and Cash EQUIivalents .........c..cocveeirereensneccenessermsresesnssressens: (2) 14
Net Increase (Decrease) in Cash and Cash Equivalents .........ccccceeciemvrvvenrrrsrrsrmsnnassessmsssessnsssan, (416) 154
Cash and Cash Equivalents at Beginning of PErod...cuiiiiiiecceeecrecrnervenrsceressanesssssssssssassssssenns 1,751 1,102
Cash and Cash Equivalents at End of Period ......uecei it s ecscsmse s $ 1,335 § 1,256

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

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

Assets

Current Assets
Cash and cash eqUIVAIEILS .......ccrer i s s s nans
ShOTt-tErm INVESIMENLS ....veieeirrsrvrsserrsrnrssnssssere s e ssresssmmsrsrasssmmsssscsssmnsserecsesarsaraessans
Restricted cash and cash equivalents ...
Accounts receivable (less reserve: 2015, $47; 2014, $46)
CUSIOIMIBT .. eiceievaiensinrissssiniassensenenssssasnsasesssasessesansassnasasassantees snsuenssesramnessasnssinstiion

Fuel, materials and sUPPlEs......cocrmenrerresesmimmmmm e s
PIEDAYIMENIS. ..ot s e s b s e
Deferred iNCOME LAXES ......ccccrriremsirrmsessisimsesseriss st s e e smee s s eme s snsserevasans
Price risk Management asSets .......coocvvviii it e s ses s s s
Regulatory ASSEES ....c.ocveiirr et ies s s st e s se e e e n e e
OUHEL CUITENE BSSCES..ruveverreeeresessessnssssssssrmsesarsrmremat bose s soeeasas srvsmsesseesassevasnsaressansnns
TOtal CUITENT ASSELS c..oiee ittt s s ea e sas e s st st st rm e e s ses

Investments
Nuclear plant decommissioning trust funds..........eovirrresereeesesescesee e seresaseerens
OLher IMVESHTIEIES 1vuvavavssisseiesscesemreeacererrerrnrrarsssressseieisressssssasssssansssssasesasessenssssesseress
TOtAl INVESHMENLS. ......ovrrecvviree vt et sssessssssscsssssbasarsansm e essmessm e s rantssssssssnsssssasssnanas

Property, Plant and Equipment '
Regulated utility plant.....................

Less: accumulated depreciation - regulated utility plant.......cveceoveecenincnncccnnininn
Regulated utility plant, NEL. ... cciirrrrerreerrerrsrsssreresacssssessssssssaseesessesnsesssesssssrenes
Non-regulated property, plant and equipment
GEIEIALON..c.ceisie et bbb s b et er e e en e ae s e e e R b d s
NUCIEAL fULL ... eecreearers sttt ete e e reere e rres e s essaraersesses vas st esnsemensns
Other

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

Non-regulated property, plant and equIPMENt, DeL......cecirrreererearrrrrensesenreressisiens
Construction WOTK il PIOZTESS cueereseseessiieseeiseseansmesaeaemee et rrrressrresrassressssressratnsasssssos
Property, Plant and EqQuipment, NEL .......ooiencecininicit e erg s

Other Noncurrent Assets
REGUIAIONY BSSBIS ...uicreeeceerresrnsrerr s eirmsris s s s sssss st ssss et s srsssse e s s sesnesnssssrsnoren
GOOAWILL ...t e s et st st s e e e s e e s s
Other iNfANGIDIES .....occeeeerecerr i st s
Price risk management 8SSELS .vuuiuviessssssresssssmeamnscceenrcrnesesranssasasessesessssssnsnssssnsses
OUhEr NONCUITENT ASSELS....cecurrvrisnirersisrsiristssssssstssesiesiesessessaererassasssssressassssssensartsssses
Total Other NODNCUITENT ASSELS v.covreeerieaririiasiassineeaeires s errrrrevererrsersrssarssssssaserssssssns

TOLAL ASSELS ..o eeeiseccncars s tasassmmt e sensaeeessareeessstesssasssassassnsasersnsmnsesnssnnassnrearaas

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

ppl10q_3-15 Final as Filed.doex Confidential 6

March 31, December 31,
2015 2014

1335 § 1,751
135 120
190 180
1,104 923
127 171
621 735
687 836
168 87
155 129
1,119 1,158
23 37
a5 32
5,699 6,159
965 950
34 35
999 985
30,852 30,568
5,413 5,361
25,439 25,207
11,309 11,310
749 624
893 885
6,516 6,404
6,435 6,415
3,085 2,975
34,959 34,597
1,610 1,562
3,964 4,005
920 925
437 319
333 312
7,264 7,123
48921 % 48,864




DRAFT

CONDENSED CONSOLIDATED BALANCE SHEETS

PPL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars, shares in thousands)

March 31, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
SHOME-EEITL AEDE ....ceveverevercreseemerenesiereerierrssessesrsesessesssstssesersssrsnsseressanssrssassesessastassons $ 1,595 $ 1,466
Long-term debt due within One YEar......vivcniiiin s 1,535 1,535
AcCCOUNLS PAYADIE ...t e e 1,128 1,356
XS eeeureecerceeeeseesreretessee s resc s ravasanesnesanaesnra e e s nes e e e s reeantansesanssaanenassanenanenesasmenreen 274 230
015 2 OSSR UPN 45 314
DiVIABNAS . e veieeiecrrecsnseis ettt s s ne e e e se e s saea e e e e sas e rane b napa s e 249 249
Price risk management Habilities ......coeeee i ceiesmeese et 1,073 1,126
Regulatory Habilities.....c..ccoiciiiiiiiiniici s rerssvnessrsnes s seseresansesssssmsesavasnsesasareensseeen 109 91
Other current HabilHES .....cvvc et creeeerevnecrerr e srrsssssrs s ere e e ssesms s sessass e senreas 909 1,076
Total CUrTent Liabilities. ..cocvieicreniesiiiissiciierseneesresrneeesssransssssserssssnsassersassesasessseensres 7,217 7,443
Long-term Debt.. ...t e e 18,772 18,856
Deferred Credits and Other Noncurrent Liabilities
Deferred INCOIME LAXES .. ...oeeverrs v s isseesstiesssssassesseeetesee e aeee s e saseresensvaserasesssaatisisns 4,627 4,450
INVEStMENL 1AX CIEAILS .. ccveiecrieicie et e s st em s e e reressreresrraresbass 157 159
Price risk management JIabilIties ............ccerreecmsnriesisinnieneee e eaesvsresnsee s snssssenns 333 252
Accrued pension Obligations.....c..eereisessessniiiasiciiee e rereesessemesare e sessesasnr s 1,457 1,756
Asset retirement OblIGAIONS ......occcviiiiisceitere e et sas e erere 739 739
Regulatory Liabilities.......vvesmesciiniisisieec e ccceerensevsesesassesrssevesarasssssesssessssssnesesnss 987 992
Other deferred credits and noncurrent Habilities......varvenveseassinnisie i cesivessessssresens 596 589
Total Deferred Credits and Other Noncurrent Liabilities ......c.ceeceeessesesesseseseesssrerens 8,896 8,937
Commitments and Contingent Liabilities (Notes 6 and 10)
Equity
Common stock - $0.01 par valtue (@) .....cceoeerecemerscniieseneessesneee e e vassseresaesssseens 7 7
Additional paid-in capital ........cccovevieserienseierie st e 9,480 0,433
Earnings reinvested. ... ..oovmeeciminmseniniisssi e e v ee s e s ssrasanarsessassese s e seeeeer 6,860 6,462
Accumulated other cOmpPrehensive 108S......oeevveiinineesseseneescssesenscesesee e (2,311) (2,274)
TOLA] EQUILY vvvevreenerseeensarrnessserresseseorsssssssssssasessensaseessssaresssesasesssesassesassassessasseessans 14,036 13,628
Total Liabilities and EQUity ............cccomiiniiicnerssee s $ 48,921 3§ 48,864

(a) 780,000 shares authorized; 667,713 and 665,849 shares issued and outstanding at March 31, 2015 and December 31,2014,

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

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Corporation and Subsidiaries

(Unaudited)
[(Miliions of Dollars)

December 31, 2014..........cccceeecrcecenenee
Common Stock 1Ssted .....oovvveerceniereenrns

Stock-based compensation

NEL INCOME..iiiiiireirriiereirieieeeeenrressssessiaas

Dividends and dividend

EQUIVAIENES wroveereierceaeensseeer e s rene s e nens

Other comprehensive

income (10S8)......cccorcervreresrcisinnninsesnns
March31,2015...........ircireeeeeerreeneeens

December 31, 2013........cccoeeirivinrrereenne
Common stock 15sued ...oviveeeeereinerrenens

Stock-based compensation

NeEt INCOME...iiiiereeissreeeeemrressseeerssarreerens

Dividends and dividend

EQUIVAIENES .oceeciiiesiie v

Other comprehensive

INCOMmE (1055)..cuvererereerseeernseersansnvernnee
March 31, 2014...........ooeeeeer s

Common
stock Accumulated
shares Additional other
outstanding  Common paid-in Earnings comprehensive
(a) stock capital reinvested loss Total
665,849 $ 7% 0433 § 6462 % (2,2714) § 13,628
1,864 54 54
M (7}
647 647
(249) (249)
(37) (37)
667,713 § 7% 0,480 § 6,860 $ 231D $ 14,036
630,321 §$ 6 % 8,316 $ 5709 $ (1,565 § 12,466
1,096 30 30
6 6
316 316
(237 (237)
136 136
631,417 $ 6 3 8352 % 5,788 § (1,429 § 12,717

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meeting.

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

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
{Millions of Dollars)
Three Months Ended March 31,
2015 2014
OPErating REVEIMUES. ..........oocvviecrerersesise s e snssessss s sssssss s s sssssssssarass saasbssssssanannees $ 630 % 592
Operating Expenses
Operation
ENEIEY PUICHASES ..ot ittt stas s st s st s a s v v s s se s m e b e et 227 189
Energy purchases from affiliate ........ccoeecnisnicnricinniie s s e s s, 9 27
Other operation and MAIMLENANCE. ....v e ccrecreerereesrcerarssssresrsss s st s srr e st s e senesevresas 133 134
DIEPIECIALION ..ottt b st s s ae st s s b b s e smnenn s b s sb s e s e b asnnats 51 45
Taxes, Other thanl IMCOIME.........cce e crrrrrrarrssrsreeassssteessssaasasissmeeeaaeee e rrrmtrarasnntssastaesesastsasnnsssns 35 32
Total Operating EXPEIISES ...ttt cacennrasssesss mssesssmsstee s ssossesees st esnsassesnesnnss 455 427
Operating INCOMIE ......c.oe ettt et bbbt st e s nsa s enreaeas 175 165
Other IncOME (EXPENSE) - MEL....cirovierrrrrerrsiariesseessanesssesesseeserssmnrressasssasesasnssssessass aeeeserssnn 2 2
INEETESE EXPEIISE. ..coruerverrsseressesace st re e e essrsnsssssnss e snsesssnsass saseeceess reresnassesssaneasssnas st rmesesacesnens 31 29
Income Before INCOME TaXES...........crvrerrrcreeimreneereressincnccrsrrsrssesnsssnsasssssssnsssmseccsssrasesnsns 146 138
IRCOMIE TAXES .uereeicerecrcrecmr st s nenrnrsn e ab e ss e s e s e e e s e s sarrnaansasassssssnesrsannras 59 53
INEE INCOIME (A) 11erueeeeeieiriieie s e sissassassas crscsesenssnssrss et aesrssassseesas rarssesnsessesssssentstnsstassssreses P 87 % 85

{a) Net income approximates comprehensive income.

The accompanying Netes to Condensed Financial Statemenis are an integral part of the financial statements.
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DRAFT

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

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

Three Months Ended
March 31,
2015 2014
Cash Flows from Operating Activities
Net INCOME ..vvvueereeererersnnanrns e iteneeereteitescesteseeseetisresessissesertenresertesresertenretataaneanEBSRER R R beREs 87 § 85
Adjustments to reconcile net income to net cash provided by operating activities
DepreCiation ....... ..o e st sms e s e e e e 51 45
AMNOTHZALON ... evevvrerrirerssersssseressssessssresssnassessssessersasossssanssnnssnnsssnsssssneassesssansasass semssnsssnsans 6 4
Defined benefit plans - EXPENSE ..ot s b 4 3
Deferred income taxes and INVEStMENt taX CIedits .. ocvveeeerrrresmsssescsecsnsssnssnisssisssnnessnnens 5 25
L0 11T O OOV 3) (14)
Change in current assets and current liabilities
ACCOUNS TECEIVADBIE ... eiere i renisirirsses s sibsiabe b eeenaasssmnevenessbaneassssatesssns snsesamnusnnen (73) (107)
ACCOUNES PAYADIE ..., 1eeervrarer et iieass e e s s st eb e es s st ey seraannanans (39) 22
PrEPAYINIENLS .ot et rreecr it sty s s sa e s s e n e e nme e ea (60) (61)
OLNET 1 cieiseetteitte e e e ceve e eseressanssraa s aa e bas e neecesennne s RT3 1Rs sonsesmaensbaabensene asatesse e st saenssesssins (6) 8
Other operating activities
Defined benefit plans - fUNGINE ... oo cirrsreriiinii e raes s sns s s sesassnsssvanans 33 (19)
OHNET BSSCLS c.neerereversieirssiessissesearen s mmerevsnssrsseraateessssassesssaresesnsnesssasnsnnesernassasssessnnsansnsnnsnvare (1) 4
Other lHabilities. ... et e e s e e 17 10
Net cash provided by (used in) operating aCtiVities -......ccvcereersroverssrenseeearanseresararssssarnee (45) (4)
Cash Flows from Investing Activities
Expenditures for property, plant and eqUIPMENE ..........oecerersuemmreresmsressersssasssssnsessrssesesans (224) (201)
Net (increase) decrease in notes receivable from affiliates .....ccceveevevresrnrcenireereeceeereeeees 150
Other IVeStINE ACHVILES ......vveieiiiiiiieriree i st ss s enestrsssnse i b e e s r s rsanans 1) 9
Net cash provided by (used in) investing aCtiVILies. .......veeesssesseresesererserressesesassessns (225) (42)
Cash Flows from Financing Activities
Retirement of long-1erm debl ... st as e e sre s e ses e se e s (10)
Contributions fIOM PATENL .......cr et recr sttt s se st sas e s smemna 50 65
Payment of common stock dividends to parent...........ccooovviinnnii st (44) (32)
Net increase (decrease) in short-term debt ... ececeenrenrerrrccrre e esaesaee s e 85 40
Net cash provided by (used in) financing aCVILES ....vrurevecreenssrserescssemsmsnresersssssssrenes 9 63
Net Increase (Decrease) in Cash and Cash Equivalents..........c.cccccvevncnreeseierrevnnsressennes (179) 17
Cash and Cash Equivalents at Beginning of Period.........cciicenerncenvnnesrenes st eenaes 214 25
Cash and Cash Equivalents at End of PEriod ..o sinienseess v $ 35 § 42

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

CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)

(Millions of Dollars, shares in thousands)

Assets

Current Assets

Cash and cash equivalents ... vt en
Accounts receivable (less reserve: 2015, $17; 2014, $17)

Customer

Materials and SUPPLES .......ccveeerverrcernressnessessseesiesseresnesrersrerseerserssasamnesasesanasanarassessoes
PIEPAYINCIIS ..o st sttt it e cae e crrsrerenres s s h s s s s AR bbb e crcsmenesasssats
DEferred INCOME LAXES .vvuvveerreersersesssesmeeosessesreessesssesssserssrsssssnsesassssesmsssmessesssesssasens

Regulatory

Other current assets
Total Current Assets

ABBLLS ..ourversrirerersiesssssaieiataiecs e s s s e s rs s s rararsssrarssesasa s s e s s e s e e a e e e R s

Property, Plant and Equipment
Regulated 0tility plant..........c.coiiviiimicsesesre e sraas s
Less: accumulated depreciation - regulated utility plant.........coeeviceiieneniiiniininae
Regulated utility plant, Nel.......cvveimviniiiisi e e st e ssaseess st sasas
Construction Work In PrOSIESS ... vt s
Property, Plant and EQUipmEnt, NEL....o..covveevrerveesimeennstiimeieermessssssssssasssasssseesceeer

Other Noncurrent Assets
Regulatory ASSEIS . i ettt ar s e st e e s s

Intangibles

Other NONCUITENL ASSELS. .........cvorerrerrrtetiesstsnssssmeeensmresssssensssinstssssinseesomeseassassasssstss

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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March 31, December 31,
2015 2014

35 214
403 312
27 44
115 113
as 43
70 10
66 58
K) 12
12 13
769 819
7,717 7,589
2,555 2,517
5,162 5,072
837 738
5,999 5,810
891 897
237 235
25 24
1,153 1,156
7,921 7,785




DRAFT

CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries

\; (Unaudited)
(Millions of Dollars, shares in thousands)
March 31, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
SNOTEETITE AEDL o ..o s s nrnrera st sesasrsse b rssasemsas s e esnsasase e st sesasanasansensaras $ 85
Long term debt due within ONe YEAT ......iviiiiinis ittt 100 100
ACCOUNES PAYADIE....c.ereecreese etk ccecmcm e eecssmnse s e nseseerarssersesonsesenereensensensasasn 301 325
Accounts payable t0 affiliates.......vvervresrerrrmrirmis i 70 70
TAXES. 1t itireceeeeecrsmne st s et e e e e s e s e e s et e e R et nae A A %0 85
TIEEIESE ...t et e s e et e e s e s s e s e s Rt et e 26 34
Regulatory Habilities..........covveirvmmeeerriee sttt crasa s eeen 85 76
Other current lADIIES ....o.o.veeeceeseininiennin e teste st sts s netceee e re st e nars e rerrrasaassasesn 80 103
Total Current Liabilities.....cccoom i e 837 793
LONZ-RIT DEDL ... et e e 2,503 2,502
Deferred Credits and Other Noncurrent Liabilities
Deferred iNCOMIE LAXES .....cceeveee e vreerrevrssereranteseessssssesasassstanesssssenssssnsssnsssrasassessan 1,497 1,483
Accrued pension ObligAtions. ... .ot sene e aeen 182 212
Regulatory HabilIties........ccovvcrvrrrrrresrssssereserseseresssesnsrsnssssssssrssesssesssessasssnsssnsnseens 26 18
Other deferred credits and noncurrent Jiabilities........ccocorerecesecerivsreceerecnniesesseseeen 66 60
Total Deferred Credits and Other Noncurrent Liabilities ....ovvveveevesesneeseresnseesseesnins 1,771 1,773
- Commitments and Contingent Liabilities (Notes 6 and 10)
Equity
Common Stock - N0 Par VAIUE (8).....ceoreceereeereecrienrineiesiss s srssssssssstsrsssssssanassenen 364 364
Additional paid-in capital ..........c.coo i —————————————— 1,653 1,603
Earnings reINVeSted. ... ..ccvvvmrinrceceireciesnsrtesesne et s sessas s e s sensassstas s st b be i spesmnsrns 793 750
TOLAl EQUILY ....everecrcasmraneenesssansssistececsessererssanansesasssnsensassaensetamssesnsssnsssasssasssssassrnsenes 2,810 2,717
Total Liabilities and EQUILY ........ccocoorroreincnsiesieieseniece s e seraeansesensassssiiaessecas $ 7,921 7,785

(a) 170,000 shares authorized; 66,368 shares issued and outstanding at March 31, 2015 and December 31, 2014.

The accompanying Notes to Condensed Financial Statemenis are an integral part of the financial statements,
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DRAFT

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Electric Utilities Corporation and Subsidiaries
maudited
((I[ljlr'llian.[s a} Dollars)

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

December 31,2014 ...............cocooivivrermere e eeseee s 66,368 $ 364 $ 1,603 $ 750 $ 2,717
INEE INCOMIE covirerrrierseriissressssisssisieraeessresesneesssnessnsesssnsssansss 87 87
Capital contributions from PPL ......ccccevivriimcmrcenssncnncens 50 50
Cash dividends declared on common StocK .e.cvvverieernnirnns (44) (44)
March 31, 2015..........oorirreeiin e saa e e ecareeeraes 66,368 $ 364 % 1,653 $ 793 % 2,810
December 31, 2013.........cccoviiniereniecee e rrerestnsnenans 66,368 $ 364 % 1,340 % 645 $ 2,349
NEEINCOIME o.uieciiiciiiiee e veeess e s ssrsasssrsssas snssastbe s 85 85
Capital contributions from PPL......ccccovciccieniinincnicnininens 65 65
Cash dividends declared on common StocK....ccueeeeeeevvnenne (32) (32)
March 31, 2014.........oeeecrrernsistie et eeesrvnsrsnenns 66,368 % 364 $ 1,405 % 698 $§ 2,467
(a) Shares in thousands. All common shares of PPL Electric stock are owned by PPL.

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

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
. LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
(Miltions of Dollars)
Three Months Ended March 31,
2015 2014
OPErating REVEIUES..............c.coreommeimeresissssesssssssessensiesesnsssenssasssssetastsesstsesssnstacescassasereas $ 899 $ 934
Operating Expenses
Operation
2T U O ST 253 277
ENErgy PUICHASES ..ouceureueeeeereets itsmccemieem e ccesemcescssacac s vae e e svas sanssssesnssseans ses st s ba s sisabese 92 124
Other operation and MAINIENANCE........cecervrrerrarereerir e sresisessesassessessessesmsasessicsacrsnsans 209 206
DEPIECIALION 1. et st e e e e et e e s s 95 86
Taxes, Other thal INCOIME. ...uiiiceer e cerersrstesiees e eerise e s asesessssssrsasssnssarsassnstestssessnsnasansnannen 14 13
Total Operating EXPEIISES ...ccccivriiiinimriseercerereesseesrssesesessesresessessessssssesssassesassssst sasesses smsness 663 706
Operating INCOME ...ttt e s sestent s st snes s renes s s sessns e smesnne 236 228
Other Income (EXPENSE) = TIBL1uiuureerererarsnseaneneenieaeemrersrsrrrarsversrissasssssssassssassessassesecrsersrssevarars 1) (2)
INLETEST EXPEIISE....c.eeeeceeserceeescccrererersrasssssensenanesssesassnsssnmsssnssssenmesssresevansennssssensssensesnnssnes sues 42 42
Income Before INCOme TAXES.......coucremrmrrirnirnmiaes s mnststsssssssanss s sesem s e sesesssasarassssanss 193 184
TDCOMIE TaXES .t rers e sne s st e s s ne s e sm e st e bt e s e eme e emcs e cemesnpamesbesasbentnsn 76 69
NEL INCOIME (B) -.-cvvrururriersieseresesesesccememeeerrererevasessssesessssssssarasasesessasssnsesesesesessasssssssserssssessenas $ 117 § 115

(a) Net income approximates comprehensive income.

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

L G&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Miilionz of Dollars)

Cash Flows from Operating Activities
INEL ITICOIMNE ...vieseeeaesmeesaraseresieestee st sestssssabeesbs e s b e a b e b et b4 4 bE 82 me b e £mt et pm e emnermnrerreassssessersresaserans
Adjustments to reconcile net income to net cash provided by operating activities

DEPIECTALION ... cereceecerrrer i s s s e R et e s
ATNOTHZATION ..eoeiveeieiiiriirsseeessrresersssneesssstansresastessasesssssssseessses sessesssessnasesesessins sensreacmresnsess
Defined benefit plans - EXPEnSE ...cveivicniisisiissnins s s
Deferred income taxes and investment tax credits .......occvecevrceerieercenrerrerrrsesersseesseessneenees

Change in current assets and current liabilities

ACCOUNTS TECEIVADIR ...cccevreecir e reeesees st eesas e s beees s s s es e s s s et e s ssas e st sasnneseseansnnsennnens
Accounts PAYADIE ..ot e e s s
UNDIIIEA [BVEIIUES. «.ccveiiieccie ittt e e e e re s sasseaaes srnsessersrneesebbssnnessaessnmeensennn
Fuel, materials and SUPPIES ......icviiisessnrismsisessis i esin e e sasemecenses s sessssssstsasssssesmesneses
INCOME AKX TECRIVADIE .....coeiereireereeeseenneestcrirr e e rorrme e e s mesasesanesenesesaseseseansenrnnensnsanssasnensen
TAXES PAYADIC. ...t ereeereesiereeriit ittt e cs e e e aarsessas e st ensa et ensasensasssnsessanssssssnrssensensassnanaan
ACCTUEH INEEIESE «..eeeererrsarereeceseeeestrsrrnersssessnsensssessansassssssmmsessssssmnevesseessntvnsissansssnsensmnssnnss

Other operating activities

Defined benefit plans - fUNAING......cvcveiiimisiiii st es
OhET GSSEES «.v.reuiirimrnciast e it e sis s ran bt e sme b s e sm e bbb s bbb sesbs bR

Net cash provided Dy operating activities .........c.eoveeecerceceeesssenrnnrnssarssese s seresesansenas

Cash Flows from Investing Activities

Expenditures for property, plant and eqUIPMENL .........cevecerirenecrersanserenerseesererasesnessasesesane
Net (increase) decrease in notes receivable from affiliates .......cvereeercnsenererervsrrsrsesseeens
Other iNVeStiNg ACLVILES ....vuccsisssssisissis et ettt ses e et s e sas s e e esas e sessesresessmatanssnsarens

Net cash provided by (used in) investing activities.........revvermrmrieermsnsverssaesens

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates ...............coovevrerereeesresiecrie e eeeeeenens
Net increase (decrease) in Short-term debl .........c.ooieicviecreecee e ses e e srreesenes
Distributions 40 MEMDET ..........coveieiri e s iesssens s siss e ss s sas s sasssasas s beai shes e nems e smsansans
Contributions from MEMIDET ...t oo rcrrercrerrrenrassereecassesses s sersnsnsssssesasesssssass senssnssnsmessenss

Net cash provided by (used in) financing activities .....c.ovvinimiisenisnnesresssesssssns

Net Increase (Decrease) in Cash and Cash EQUIVAIERLS ..........ccooveviiceriecerccrermnerecrsenasenns
Cash and Cash Equivalents at Beginning of Period........coovvrecvernncnccinnccncnicsscnnnernssnens
Cash and Cash Equivalents at End of Period........ccccccnnncnnnmmnn s snsssnseeses e s sssens

Three Months Ended
March 31,
2015 2014
117 § 115
95 86
6 6
11 8
75 74
17 (1)
39 (39)
(18) 22
32 36
71 53
134 (11)
(11) (14)
37 36
(21) (24)
(53) (38)
©6) 1
4
451 310
(321) (272)
66
4
(317) (206)
0))
1) (45)
23) (104)
40
(115) (109)
19 (5)
21 35
40 3% 30

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

CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
{Millions of Dollars)

March 31, December 31,
2015 2014
Assets
Current Assets
Cash and cash equivalents ............. STV 40 $ 21
Accounts receivable (less reserve: 2015 $26 2014 $25)
11514 112 OO OO 268 231
0 SO OSSO SOUPY PP SR 14 18
UNDIlled FEVEIUES ..o iecrcmeneie st sneanesnacscssess st st ans b st srecasnsmen s sass e sasat s e nesaen 135 167
Fuel, materials and suppIIes 239 311
PIEepayments.....c.coi s st 23 28
Income taxes recexvable ........................................................................................... 2 136
Deferred INCOME LAXES ..vrririreeereesretensiemesee s nre s s s se et sre s s s sae s st s e e sens e 21 16
REZUIALOTY ASSCLS .ereraiii e ccerimarinsn s s ssarsme s s sanesr e aesa s s e et e sesatsasassansenss 20 25
OLHEr CUITENE ASSEES.eueemersereseerrmrrserersrsssresmrasesssnsssessassassss sasssssemacenssesssanssresrassassmranens 6 3
TOtal CUITENE ASSELS c.evvirisiiereeesimnesssstesssms s s meee e e nssesreeseesaesmtasesasane e st sreerasasssasans 768 956
Property, Plant and Equipment
Regulated utility PRANt.......ccoveicie s rscs et s rne e reresrnsasasaseseensn 10,069 10,007
Less: accumulated depreciation - regulated utility plant.........coonnisssiesssnreneenns 1,049 1,067
Regulated utility plant, net ..o s 9,020 8,940
. L0 11 4T o 1 L= O SU SRS 4 5
3 ConStruction WOIK il PrOZTESS .iuivirerererie e crsussesersissssesssssesenscesssessnssesessssssersssses 1,672 1,559
' Property, Plant and EQUIipment, N8t ......ciinnisiinisssnenssisssssse e raegscsssns 10,696 10,504
Other Noncurrent Assets
Regulatory @8SETS .o iceeeiiiriiniin ittt e e e s 719 665
GOOAWIl ..ot sar e as e sa st s as e ras ererasas s snes srasacsacrne 996 996
Other INEANGIDIES.......vee e ettt esesseseesae s e e ranssessesat s beassnesbesesnes ronesnsans 161 174
Other NONCUITENL ASSELS....coeeevsriririreirrestsres et esmsa s ss b e s m st e ae e e s sasa e senesensmsrens 103 101
Total Other NONCUITENE ASSELS 1oveeseeeareeseeeaaeeaesrareessnssssssssssstmeeeeererarsarasaassasassesnsen 1,979 1,936
TOLAL ASSELS ......oooerereerermerererecarerssrssssacassassesnressatsssasasasssssrrsvarsassssnassaseasassassassserevasen $ 13,443 § 13,396

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

CONDENSED CONSOLIDATED BALANCE SHEETS

LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
{Millions of Dollars)

March 31, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
SROTT-EITN AEDE ..ottt ctree e e rmss s crssrr e e soresrssns sevsossearesesassesansbastins $ 484 3 575
Long-term debt due within One Year..... e 900 900
Notes payable with affiHates. ... 40 41
ACCOUNTS PAYADIC .. ... ecrre e seesese sttt s e s remrasas e ses e nr e sr e e 350 399
Accounts payable to afﬁhates 3 2
CUSIOMET ACPOSIES. .1vueerrrerrrreresstestssonstocea e e ceaseamrrrererressasasas amssosssssbase sbmmmsestiensnssarsn 52 52
T AKES. . eeeeereareerereataeaseaesanses sanms e sesmeemreseearseereesaseenseen s ettt s habs subesmeeamteans armmeanresesastatenss 25 36
Price risk management liabilities............... 5 5
Price risk management liabilities wnh afﬁllates ....................................................... 122 66
Regulatory HabIlItIes. . ..o.ceecerininieenre e ecenesmnesesenenassssssssssinss s e sans s s easssans 24 15
TREETES «eece et s et e ma e e e s e s sme st sab e e e ann 60 23
Other current HabIIIHES ... ... et i e errr e st stsseassssee e e e e paresenanns 115 131
Total Current Liabilities. ......ceovismecesmerecssnreremscneaseesessssssssnsesceseseessesessesssssnsnssssessans 2,180 2,245
Long-teFM DIEDbL ...t e e 3,667 3,667
Deferred Credits and Other Noncurrent Liabilities
Deferred iNCOME tAXES c.civvrviireeivrirnccreerrsssrsrersseesssnrseresasnssssssrsersasasssssesmsneesessanarres 1,324 1,241
Investment tAX CrEdits ....ocecieecicciree et rsc st e s s serns 130 131
Accrued pension OblZAIONS.........icoveeeerecemiinineririsire et resere e en 256 305
Asset retirement ObIIZAtIONS ......ceiceeeeeeneeerncresisirarrs ettt sttt rr s s e enes 266 274
Regulatory labIIItES. . ..ccve e irss s ins st et nce et st s s s s sr s ssssansrantans 961 974
Price risk management liabilities................ 47 43
Other deferred credits and noncurrent hablhtles ....................................................... 270 268
Total Deferred Credits and Other Noncurrent Liabilities ......oeiecerrenscrneerecessmsasarernens 3,254 3,236
Commitments and Contingent Liabilities (Notes 6 and 10)
MemDbBer's @QUILY ..ot rirrriessrereree e sere e s sse s esseasssassmmesmmssmeesmes s rerassnesnerans 4.342 4,248
Total Liabilities and Equity ... nveveesvsrsssessssssssssesieres 9 13443 § 13,396

The accompanying Notes to Condensed Financial Statements are an imtegral part of the financial statements.
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DRAFT

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
{Millions of Dollars)

December 31, 2004 ............oeeeeeeereecrercrtereer e aestes e v e st e sasesasesaessaresaeaas smsaere s s annsvssvenssrsnsann s neanaresaesaarannnrres

Net income........

................................................................................................................................................

December 31, 2003 ... e esis e cte e eestt e se e e e be e semsemes e vasssesssenseasesnessesataresas sresren st srsesarentnsanasnnn

Net income........

Distributions to member
Other comprehensive income (loss)

March 31, 2014

...................................................................................................................................

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

CONDENSED STATEMENTS OF INCOME

— . Louisville Gas and Electric Company
(Unaudited)
{Millions of Dollars)

Three Months Ended March 31,

2015 2014
Operating Revenues
Retail and WHOIBSAIE......cvvuieee ettt vt bbb bt a s s s sassrsper s sene e nnaes $ 417 § 442
Electric revenue fTom affIHate. ..o remecmsnieniiiniieeiisss e s s s s s e seassnssrnareasssassensaneas 22 37
Total Operating REVEILES .........ccoorierrsmsrsenimisi s sessseses s ssnsessssssssasas 439 479
Operating Expenses
Operation
FURL ..ottt s sa s s e st s e R bR 103 117
Energy PULCRASES ..ot rre et neceme ettt e s e e s 88 118
Energy purchases from affiliate ... s e renenes 3 6
Other operation and MAINTENANCE. c.ccvuureaecrrrerrrresresressresesssssaesceeearmeae e ee ety eressmssssssssmsnss 96 98
DEPIECIALION ..t ciie it ot et sttt e s s nesnos s s b sabsnS RN SR A n 42 38
Taxes, OtHer thaN INCOMIE ... criecescee e e v ers st ess e se b st smnaeae s eseasaeseressbrsaasssessanannenstnn 7 6
Total Operating EXPENSES ... ..vcerecccrinmierniarinsiantaeirnessscesses s sensas srnssssasasssssansamesesnmsssasassns 339 383
Operating INCOME ..............coiiie i rn et st ene s eaee s s st e e e s ba saa e ses eememeanean 100 96
Other Income (EXPENSE) - NEL.....cviiiimirenrrerrcrrsnerserssesssssstsssmmsaesesrasarssersssesssesssssssssssnmmsannes (48] (2)
INEEIESE EXPEISE coeeeiseericeeeerreraeecerererererssssessesssrsnssnssssnssssessnssssssaassassseesseasnsessersararsanersnsarnss 13 12
Income Before INcome TaxXes........cccoocovmrenirenenccnnses e crvrrsessssnsssrersssssesasesasscecessesronens 86 82
INCOME TAXES cuiirerecrrrrrnrsernrererssesisstesisis e e vna e esassaessass abs bebebessnesnessasnss e saneresansisssteinsnnesren 33 30
INEE INCOIME (A) eueeeemcecereeeeeeeeiresearnse e rer e raesreessesnsssaases e sesa st anssasasnssmeasesnrasssasssesssansensssecnnaon $ 53 % 52

(a) Net income equais comprehensive income.

The accompanying Notes to Candensed Financial Statements are an integral part of the financial statements.
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DRAFT

CONDENSED STATEMENTS OF CASH FLOWS

Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars}

Cash Flows from Operating Activities

INEL INCOITIE 1veveverersersesssisess st ssssss e n s e s s msem s s saba s sab st s s s e s haba it sanasssab s b s asaresasarare

Adjustments to reconcile net income to net cash provided by operating activities
LT 0) (10 T o O U
ATNOTEIZAION 1uuvrrereernerensssssssssteinatesesssssanases et sede sha bt ase e seems e remaesressnasranrvareasnaresesssessesnsns
Defined benefit plans - expense ...
Deferred income taxes and mvestment tax credlts ........................................... O,

Change in current assets and current liabilities
ACCOUNES TECEIVADIE ....coiviitiiiii ittt e e
Accounts receivable from affiliates.. ... s e e nres
Accounts PAYADIE ..ot
Accounts payable to affiliates ...
UNDIllEd [BVEIMUES.c.cciieceiiintecine s iscsseesn s sisss it sssss bbbt sttt s et e s e e e e sasa s se g sa s et b
Fuel, materials and SUPPIes ..o e e s s
Income taX receivable ... e e et e e e
Taxes PAYADIE.....ccvirver sttt e vre e s na s s bR e e s
ACCTUED INMETESE ...ttt sttt r e vm s rs e rareensseanssaseneessces s e sracrrasens

Other operating activities
Defined benefit plans - fUNAING.......c.covorerenererrt et serssnrs e s seeeas
OIDET ASSELS ..veveeurueeerrraeieraircrararesrssessesssssesesassassenereseestsmsnssens sessssssassnssensnsnsnsesstsmssasanssenes

Net cash provided by operating aCtiVities ...........covvvevereerrercresassesssessessenaserareseisssssssrenes
Cash Flows from Investing Activities
Expenditures for property, plant and eqUIPMENLE ..........ccvvveevvrerirrresesssssssnanseseecrseassssassses
Net cash provided by (used in) investing cCtiVities......ccceeieerernieeicrrrreresesssrnissnsenns
Cash Flows from Financing Activities
Net increase (decrease) in ShOrt-1eIm debl ...eoveeeceeeeecee et s rre s e s s e enens
Payment of common stock dividends t0 Parent.........c.vevriecriniciriiiecinsiie s s sssssessassasssas
Net cash provided by (used in) finAncing ACIVILIES ..e..vevvvverrrrsirressiisnsssesessnsneserannsens
Net Increase (Decrease) in Cash and Cash Equivalents...............ccccoouveeeeecrvererercecnnnnnns
Cash and Cash Equivalents at Beginning of Period........eceeeeemsreemrcereenrvsnineesererasesenseanssesnaes
Cash and Cash Equivalents at End of Period.......cccoccerveeevvnirecnesrereriasimnesssssssessssssssssnseressnsens

Three Months Ended
March 31,
2015 2014
53 §$ 52
42 38
3 3
4 2
31 6
14 (5)
(16) (18)
11 (22)
15) 14
)
18 22
56 44
74
€)) 21
9 9
3 CY
(22) )
(1) 1
2
251 149
(173) (116)
(173) (116)
(48) &)
(23) 27
(71) (32)
7 1
10 8
17 § 9

The accompanying Notes te Condensed Financial Statements are an integral part of the financial statements,
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DRAFT

CONDENSED BALANCE SHEETS

Louisville Gas and Electric Company
(Unaudited)
{Millions of Dollars, shares in tousands)

March 31, December 31,
2015 2014
Assets
Current Assets
Cash and Cash EQUIVALENES ......oecuceiruriresarersriseessenssrserssssst s ssssssosssessmseseasenes $ 17 3 10
Accounts receivable (less reserve: 2015, $2; 2014, $2)
O30 411" o TP UR RPN 121 107
L0 1351 OO 9 11
Unbilled TEVEIUES .....cccecs e iiiceceesinee st scrne e sar s asse e semssessaseneas ansasesmnesseaseseonans 58 76
Accounts receivable from affiliates ..........oocviiiiniinincine e 13 23
Fuel, materials and SUPPLES......cccovvvrimrsmsrernre st are s e sins 105 162
=] 0221 1153 1L O SRR 7 8
Income taxes TECEIVADIE ... e iceeveerecercrt s e rsees s sea s e sre e tn e aean 74
Regulatory @SSE1S ..o 12 21
OthEr CUITEME ASSEES.cueeeeererrerirerisreesressressrnesesseeraaernssrrasrnssressresaresoresensansanrssassonssnes 5 1
TOtal CUITENE ASSBES ..eeeecveeeriiacceeerrasrereseseesanssessssnsesceneenrernsessossassasessaesesassateserans 347 493
Property, Plant and Equipment
Regulated Utility plant.. ... rrs e resssese s e eeeescornreessssassssssani 4,016 4,031
Less: accumulated depreciation - regulated utility plant..........coc.vcenevennnveseseeccs 398 456
Regulated Utility pIant, NEL. ... rrrvereciieeinrneniie i s sesrsssse s s sss s e e essvesnsnssesraes 3,618 3,575
. Construction WOTK IN PrOSIESS ... cerieesertrireneesessreereresessesnsseasasanssareasestrssnsesensans 761 676
;  Property, Plant and EQUIpMENt, NEL.....covvveevnrninisiscisssnsn s semsassisess s sssssnssns 4,379 4,251
Other Noncurrent Assets
REGUIALOTY ASSCIS .vvvevrsrercaracesessieccermrrnrssressseransssesassasansencesennessesasanessesnsesessnsssesassness 422 397
GOOAWILL ettt it sre et s e e st emenas st smnnsererns 389 389
Other INTANZIBIES......ccoiieeeeeeresisii vt es st st r e sre st ss e e st sne s st ssnsneresns 91 97
Other NONCUITENT ASSELS.....crcversrsreerrrrrareessessessssessssnsese rsreessessesssssseseasssssessersessesnse 36 35
Total Other NONCUITENE ASSELS 1.eirreiicerieeceeerrrerasnsess s srssseseseee s emrsrerrrersansanassss soin 0938 918
TOLAL ASSELS ......ooeeereeee e e cs e snre e s esmesas s e smessasnse e senssme s enasa sseams seermenssanarasansones $ 5,664 $ 5,662

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

CONDENSED BALANCE SHEETS

Louisville Gas and Electric Company
(Unaudited)
{Millions of Dollars, shares in thousands}

March 31, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
ShOTt-1ETT AEDL ..ottt cirerece s crransar e sansas s sansasresasasssesassassnsamnasssmassssrensabisssas $ 216 264
Long-term debt due within ONe YEar....... s e s es s sensesassmensrvnes 250 250
ACCOUNLS PAYADIE ...ttt e e e e 222 240
Accounts payable to affiliates. ... 20 20
CuSIOMEr dEPOSILS. .....cveeererrrrsreri e e s s bbbt v e 25 25
Taxes... . 12 19
Price l‘lSk management Ilabllmes . 5 5
Price risk management liabilities w1th afﬁhates ....................................................... 61 33
Regulatory [iabilities. ..o iiiiccreeir e sese s s st s st sns s b et st s 14 10
IMEEIESE ..eeeeeeeesinesiee e cie e e ree s e s e s e sarssnessar e sssessss s e semssasansbe st b nmne nmes smensnseresrsnsares 15 6
Other current labilities ...........o ettt erre s s s 37 42
Total Current Liabilities. .....ccsessisimsissisiracecereceecerrresseeserersnssnseesnssesmesassssnssmsssssssss s 8§77 014
Long-term DIEDL.........ooveereivviiiirimeriscine e cecessee e eevven e ee s essnesmessasesasssnaaseaenesanssrsoen 1,103 1,103
Deferred Credits and Other Noncurrent Liabilities
Deferred NCOIME LAXES .......c.eereerresmresresssessesssesesssssasssssasemsassmsenssssaessersssssasrasnsssssans 735 700
INVEStMENT tAX CIEAILS .........ovvcrereereeeciersissmstestsstetssbereta e emreevsnerseesersessensensennsrbesassesn 36 36
Accrued pension obligations. ... v sesesaessassssenssnenss s sen 3 57
Asset retirement OblIZatIONS ......uvciiissiiiniissiiie e vre et e st enes e enss et sasbene 64 66
Regulatory liabilities.......urmriesce ittt eccccsserareserrssassesssessssssssss sansensassesserens 454 458
Price risk management Liabilities ...ccuiecie et v neresneeene 47 43
Other deferred credits and noncurrent Habilities.......ceeeeceeceecesece s eseeses 110 111
Total Deferred Credits and Qther Noncurrent Liabilities ........ovveevecreceesreseeeessaeneenn 1,480 1,471
Commitments and Contingent Liabilities (Notes 6 and 10)
Stockholder's Equity
Common stock - N0 Par VAIUE (@).....erereeceeicnn et ssesnatasecesisccete e s raransnosesans 424 424
Additional paid-in Capital ........veecreeroressrerreree e s se et asssraetase s ecenen e et saeanes 1,521 1,521
Earnings reinvested... ...t veeseee st eses et ee et st sas s saves e seeane 259 229
TOMA] BQUILY ceeeeeeeci i rrnsrerseesn et s scnee s st st rmrraesrns e e e s na s esa s an 2,204 2,174
Total Liabilities and EQUILY .......cccoeoomoirenincniecierenne s revncnsvessmssssessssassessassassssassas $ 5,664 5,662

{a) 75,000 shares authorized; 21,294 shares issued and outstanding at March 31, 2015 and December 31, 2014,

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

CONDENSED STATEMENTS OF EQUITY

Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

December 31,2004 ...
NELINCOME........ccccrvervrerrressersaesesssessseserenssessssasssssmsssssssssnns
Cash dividends declared on common sStockK ....ceoeceernrann,
March 31, 2015....... et

December 31, 2013............ooermisiiiminiiiisiiisetresns
INELINCOME. ... 1eerseeessrrectssesnessesssrssamersnsessmnssensressnneessassnses
Cash dividends declared on common stocK.....c.eeevervenee
March 31, 2014........ocoi et as s s

Common
stock
shares Additional
outstanding Common paid-in Earnings
(a) stock capital reinvested  Total
21,294 3 424 § 1,521 § 229 § 2,174
33 53
23 (23)
21,294 $§ 424 $ 1,521 §$ 259 § 2,204
21,204 § 424 § 1,364 $ 172 $ 1,960
52 52
27 27)
21,294 % 424 3 1,364 § 197 § 1985

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

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

CONDENSED STATEMENTS OF INCOME
Kentucky Utilities Company

(Unaudited)
{Miilions of Dollars)
Three Months Ended March 31,
2015 2014
Operating Revenues
Retail aNd WHOIESALE....cvirirriii e eeesiesesesastsssssssessesrsaseemsassanssarsessssasssseseasasstssesesssasessaen $ 482 $ 492
Electric revenue from affiliate ...t v 3 6
Total Operating REVEILES .......coorvurrrsmrumsiertasesissinssssnsss v rsrevneresssesssssssassravssressbsssasssnasasnas 485 498
Operating Expenses
Operation
FUEL et eererere s e s s res b s e s et e e s e et ammeanneansen e ee s rara e e ne e nbes e sssessnesssensbesassnmmnsnraner 150 160
Energy PUIChASES ....ovueeceeeecr ettt sttt st b st sm e s s 4 6
Energy purchases from affiliate ........cccovveevernernrenes i crrareseess s asins 22 37
Other operation and MAINIENANCE. .......o.uirearrrerrisireseesess s e sse st eeaese s remessrssseesanssensnssaran 104 98
DIEPIECIAION 1.enenerrenrenesereseneesteseresnemneeas et earassse e seaseas easbes s b e s s eare et earesensansan st e bassassatan 53 48
Taxes, Other than INCOIME ... et eese s st e e s mrssssaresvsbssssssssesasasaanansnnnns 7 7
Total Operating EXPENSES .......ccorveririisiimiisisinienne st sssns s sisssssiss e ssssrsssssness 340 356
Operating INCOIME ... e e sesrtee e s sssraseess s sasssseassrames s st enresaresasessansnsanea 145 142
Other Income (EXPENSE) = MEL...vecereecrraensiesiesiesees e nrnriarsessss sessessas secsesmsenssenssecssstsensasensnsanans (1)
IILETESE EXDRIISE .. e eremrrmeeisnnscsasiinsresrssrsserarasrsssssesseatnseeresasssrtssessessbessssesstestsssansessesncrsrsnnssnsns 19 19
Income Before INCOME TAXES..... ..o eereneseeeserirmsrrrarermssssesssseresesesseasseemsassenssrssrssssessasseas 125 123
INCOMIE TAKES....coieieciireesce s rsnesesetsee st s st st s e sernseos ee b st suaene s s e aasanes ses s cnmastesaeseensnsatons 47 46
INEE INCOMIE (B) 11rueiiiniiemceenee e eeterserssseassssss e sseseesemenrosaeassastsiessssass s bsstsesnmeenssonsmnsatosassssssssmann $ 78 $ 77

(a) Net income approximates comprehensive income.

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

CONDENSED STATEMENTS OF CASH FLOWS

Kentucky Utilities Company
(Unaudited)
{Millions of Dollars)

Three Months Ended
March 31,
2015 2014
Cash Flows from Operatmg Activities
INEL ITICOMIE 1.vvetrecerceieieca b s e rermseresssesesesassrssssasasesssssensserssesasasns s e et sanssassserestsasssannsnssnnannss $ 78 3 77
Adjustments to reconcile net income to net cash provided by operating activities
DEPIECIANION w.euvvvereseeresesesesssmemssssas bt s babase s s e e ee b e nEsEnE s sm S em SR e R e R R bR A ST R bR e e Rt 08 53 48
ATNOTHZAON «o.ecceeeecrecievraee et esoeseseastas et saresessssasest s tass et rms e reseeassessenrressessessenssassnsnsasns 3 3
Defined benefit plans - EXPeNSe ..o 3 2
Deferred income taxes and investment tax credifS. ... e en e 43 34
OTNET e errerecrrraersmesaessesatssec e cnrarsrarasersarannesanratbssins shLan aL R b L bbbt s b bt cmcesataa st nnesmnemnsrtes 2 2
Change in current assets and current liabilities
ACCOUNLS FECEIVADIE ... crviviessie it ies ittt ta e e rae e e sessassassbssanaberansbesse s e ense e nsesns (25) 24)
Accounts payable ... 1 15
Accounts payable to afﬁhates (19 16
TUNDIEd FEVEIUES. ..........vivrecrrrer s crseeine s s ctnee e s e e ra e e e s sarssaesssbanssetsanseenresssessrresrers 14 14
Fuel, materials and SUPPHES covvimee st en st s sasnssasenes 15 9
INCOME tAX TECEIVADIE ...eeeucetirtiiiice e e re st er bbb resaas e s e s e bR bR bbb e 60
TAXES PAYADIC ... eeeecet ettt ea s et e st ae bRtk et snarnan (1) (12)
ACCIUEH INEEIESE .....eeerieeiiiieiie i e susaes s sas e b s e b e s se e r e basaebasras e sams s s shnsrnnae 19 18
Other .. 5) (9
Other operatmg act1v1t:es
Defined benefit plans fundmg ......................................................................................... (15) (3)
. Other assets .. r et teeEEEEeeisEEEesesttisessssrsrsfeesieeneesiesEEtSeesssstssessbhsersetteesareisisrnness 3)
Other liabilities... e 1 1
Net cash prowded by operatlng actlvmes 229 101
Cash Flows from Investing Activities
Expenditures for property, plant and eqUIPMENL .........cverviminrrisrinrrcn e resrsss s (148) (154)
Other iNVEStING ACTIVILIES ....c.iice it s esse e st sme e s e ssr e sa b e nmnemt s 4
Net cash provided by (used in) investing activities.......cvceivrerermnrereernvenrereorerreserreansenns (144) (154)
Cash Flows from Financing Activities
Net increase (decrease) in short-term debt ........oueeeeciisiiimneeeceee e rteereeeroene 43) (40)
Payment of common stock dividends t0 Parent..........cccovvmrrererimrrisinsesesisiesies s esnssnseesseans (K11)] (37
Contributions frOM PATENL ....ceeeiincssssssncnnsisisiin e sesesssessmst s sssssss st s snsassesasansnas 40
Net cash provided by (used in) financing activities .vuveeeecencrceresrercennere s (73) (37)
Net Increase {Decrease) in Cash and Cash Equivalents................ciiiceicinicinecrcnn 12
Cash and Cash Equivalents at Beginning of PEriod......c.vvvrrrrrrrmmmimenmniminineessrersemsesnn 11 21
Cash and Cash Equivalents at End of PErioQ ... eiveereiececescsssseenenimeereresinrsesesesesssimsesssssssens $ 23 % T 21

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

BALANCE SHEETS

Kentucky Utilities Company

(Unaudited)
(Millions of Dollars, shares in thousands)
March 31, December 31,
2015 2014
Assets
Current Assets
Cash and cash EQUIVAIENLS ........ceeerceecrniminerstssecsnincssissinsssnsesmsessssesssressseesessssssssssssesns $ 23 11
Accounts receivable (less reserve: 2015, $3; 2014, $2)
L0111 () 4T U OO PP 147 124
L0 11473 O OO USROS 5 6
UnDBilled IBVEIILES .....ccveereerrinssesereree e e seeneeseacteesse v rses esssessessnssnssnssssssssessasnseentesns 77 91
Fuel, materials and sUPPLES.......cccvver e mrverevsesniessisres s ssssssissssssca st s st ssassassrasn s naes 134 149
PIEpaymMENLS...cciiiesiiii et st s st s e s an e e e s s TR 01 7 10
Income taxes reCeiVADBIE. ..ottt ceesssas e s s s ar s e e e s s mnrsas s bns s smeann 60
REZUIALOLY BSSELS 1ocerencrieeeirrceseessessse et sssses s essnsesees s et e e se s sranssms s anen s e sa s 8 4
OURET CULTENE BSSELS .. ... cvevrrreevireseiarsisressstasitessieaesabersreeasesnsesanssssnassbassessasssssnresrns 11 4
TOtAl CUITENE ASSELS veivereeerrrecrerraereresarsrarsssesesssensssnssessnsassnrenssasssansssnssssessassassresaress 412 459
Property, Plant and Equipment
Regulated utility pIant.........ccoverimmsemimininsins s rsesrr e ssesss st sme e e sensr e 6,053 5,976
Less: accumulated depreciation - regulated utility plant.........ooveeeesremesnnrcssnneens 651 611
Regulated utility plant, MEL........ccourvrereesessernrerminesmsesinsssermssessssaresavenssasasesssessescsmsees 5,402 5,365
L 14171 s 1T A PP RTUURTUPPOUPRRN 1 1
Construction WOIK ill PrOSIESS ....covvrereeresiserssreressarererersecrmssrssereressencssanssesessassaesssonses 908 880
Property, Plant and EQUIPMENE, NEL ..ot ccemcv e erasesnessssins 6,311 6,246
Other Noncurrent Assets
REZUIALOTY ASSEIS ..ovveererrereseerisnrsisrertses e s ee e sessesre e st arssesn st smems e sassms e smsassensesnins 297 268
GOOAWIL ceeerrreeceienceecrerc s i s snen s s emrm e e s st s e ssnessa e sene e s e e e s ane s smse e me e rasevasessbnssnssnbes 607 607
Other intANZIDIES......ceee e e v e 70 77
Other NONCUITENE ASSEIS.c..cuiveeiierirerrarrreesrersseasseassesstesssessteiesssssasarsnnessnssnsesssstssstesssesn 57 58
Total Other INONCUITENE ASSELS vuvriiiereerecssreeissnsrssssrreessisrerrearassssessmsmessressssssessessasass 1,031 1,010
TOLAL ASSELS .ot esr s esress s st st s b e e s ebeseesaebssassbsbnsrssbssstisseteress B 7,754 7,715

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

Kentucky Utilities Company
(Unaudited)
(Millions af Dollars, shares in thousands)

March 31, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
Y3153 q 1 11 10 (=)o) A OO Oy SOOI $ 193 § 236
Long-term debt due within ONe YEAr........evreerrvresermesseniseinene s sassessasaneranas 250 250
ACCOUNLS PAYADIE....oceerece ittt s smesne st an st et s chms e e 114 141
Accounts payable to affiliates........coorcrrciineninccicnnninin, e e eaaaen 33 47
CUSLOMEL JEPOSILS ceuruririccrrreeinssesisierimsstsss et aes s sesses s rresssesstrestnr s sesasssassrsssssssssssenss 27 27
T XS e eeeeenrecessrteincsssimasiameee e smme e sasn e e smanessssnansasmseasnsbsntohessonsessasssmres atns remnsensnnnneess 13 14
Price risk management liabilities with affiliates.........ccornininiiinin s 61 33
Regulatory liabilities. ..........oooeeiiiini i 10 5
IDIEEIESE vuvveeerernramereemrnersnensssessseeessssnsnsssssresnsssasassnsantascsonssamrsecrasnnenrasase resnsssesaentsonin 30 11
Other cCUTent [iabilitIes ........ccccreriereerresreersreeseesienssesienseseresemeesnnasassresssessressresassssins 48 41
Total Current LIaDIIEes. ...ccvveore e eriiiiiicreiciresieeevavaressesssnssessnsssssssssssseesassiesresns 779 805
Long-term Debt...... ... e e s 1,841 1,841
Deferred Credits and Other Noncurrent Liabilities
Deferred iNCOIME LAXES ......ccoivvveevererrrseeerersnereriessesersessess essererssssaressassessasassesesasaseces 933 384
INvestmMENt taX CTEAILS ...cueuevicrecrensrrrsirosisserrreseseenseereratrssessassronssssssamesessenssesssessnens 94 95
Accrued pension obligations ................................................................................... 44 59
Asset retirement ObIIZAHONS c..ceeeiireireere e rrire s s s srss e sane s see s 202 208
Regulatory liabilities... 507 516
Other deferred credits and noncurrent 11ab111t1es ..................................................... 101 101
Total Deferred Credits and Other Noncurrent Liabilities .....ooveveenvvreencnrerenieenne 1,881 1,863
Commitments and Contingent Liabilities (Notes 6 and 10)
Stockholder's Equity
Common stock - NO PAr VAIUE (@) ....-vvceeeeiereeereneeeransmsssss st sae s s snsasases 308 308
Additional paid-in capital ... 2,596 2,596
Accumulated other comprehenswe income (Ioss) .................................................. 1)
Eamings reiNVeSte. ....ccvrveiereiecieiiec e sresesnensassasensesnsssssssresesavarnsseraressensasasacsni sas 350 302
TOA] EQUILY 1vitiesiesiscien v sssssssssssssss s st eoemcecre s sasssssasass s s st ee st e e s anans 3,253 3,206
Total Liabilities and EQUILY ........c.cccoeceereeeeiecccserrerereseeeseesesesessssssscsensssereseans $ 7,754 § 7,715

(a) 80,000 shares authorized; 37,818 shares issued and outstanding al March 31, 2015 and December 31, 2014.

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

(Unaudited)
(Millions of Dollars)
Common Accumulated
stock other
shares Additional comprehensive
outstanding Common  paid-in Earnings income
(a) stock capital reinvested (loss) Total

December 31,2014 ..............ccoveerrvereennes 37818 §$ 308 $ 2,596 $ 302 $ 3,206
Net iNCOME...vvveerrsennreerrsneessearesesesssereseeeees 78 78
Cash dividends declared on common stock GBo (30)
Other comprehensive income (loss)............ $ (1) (1)
March 31,2015...........e s 37,818 § 308 $ 2,596 % 350 § (1) $ 3,253
December 31,2013 ...............cooeruevvereanes 37,818 $ 308 $ 2,505 $ 230 § 1 33,044
NEL INCOME......cctrrvrrerrssraesssssnnesesesssmseeecs 77 77
Capital contributions from LKE ................. . 40 40
Cash dividends declared on common stock (€X))] (37D
Other comprehensive income (1088)......eve.. (1) (1)
March 31, 2014.............eoereeeeeieanne. 37,818 $ 308 % 2,545 § 270 % $ 3,123

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

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

1. Interim Financial Statements
{All Registrants)

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

The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim
financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do not include
all of the information and footnotes required by GAAP for complete financial statements. In the opinion of management, all
adjustments considered necessary for a fair presentation in accordance with GAAP are reflected in the condensed financial
statements. All adjustments are of a normal recurring nature, except as otherwise disclosed. Each Registrant's Balance Sheet
at December 31, 2014 is derived from that Registrant's 2014 audited Balance Sheet. The financial statements and notes
thereto should be read in conjunction with the financial statements and notes contained in each Registrant's 2014 Form 10-K.
The results of operations for the three months ended March 31, 2015 are not necessarily indicative of the results to be
expected for the full year ending December 31, 2015 or other future periods, because results for interim periods can be
disproportionately influenced by various factors, developments and seasonal variations.

The classification of certain prior period amounts has been changed to conform to the presentation in the March 31, 2015
financial statements.

(PPL)

"Income (Loss) from Discontinued Operations (net of income taxes)" on the Statements of Income includes the activities of
PPL Montana's hydroelectric generating facilities sold in the fourth quarter of 2014. See Noete 8 for additional information,
The Statements of Cash Flows do not separately report the cash flows of the Discontinued Operations.

2. Summary of Significant Accounting Policies
(All Registrants)

The following accounting policy disclosures represent updates to Note 1 in each Registrant's 2014 Form 10-K and should be
read in conjunction with those disclosures.

Accounts Receivable {PPL and PPL Electric)

In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts
receivable from alternative electricity suppliers (including PPL EnergyPlus) at a discount, which reflects a provision for
uncollectible accounts. The alternative electricity suppliers have no continuing involvement or interest in the purchased
accounts receivable. The purchased accounts receivable are initially recorded at fair value using a market approach based on
the purchase price paid and are classified as Level 2 in the fair value hierarchy. During the three months ended March 31,
2015, PPL Electric purchased $331 million of accounts receivable from unaffiliated third parties and $93 million from PPL
EnergyPlus. During the three months ended March 31, 2014, PPL Electric purchased $362 million of accounts receivable
from unaffiliated third parties and $105 million from PPL EnergyPlus.

Depreciation (PPL)
Effective January 1, 20135, after completing a review of the useful lives of its distribution network assets, WPD extended the

weighted average useful lives of these assets to 69 years from 55 years. For the three months ended March 31, 20135, this
change in useful lives resulted in lower depreciation of $20 million ($16 million after-tax or $0.02 per share).
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New Accounting Guidance Adopted (All Registrants)

Reporting of Discontinued Operations

Effective January 1, 2015, the Registranis prospectively adopted accounting guidance that changes the criteria for
determining what should be classified as a discontinued operation and the related presentation and disclosure requirements.
A discontinued operation may include a component of an entity or a group of components of an entity, or a business activity.
A disposal of a component of an entity or a group of components of an entity is required to be reported in discontinued
operations if the disposal represents a strategic shift that has (or will have) a major effect on the entity's operations and
financial resuits when any of the following occurs: (1) The components of an entity or group of components of an entity
meets the criteria to be classified as held for sale, (2) The component of an entity or group of components of an entity is
disposed of by sale, or (3) The component of an entity or group of components of an entity is disposed of other than by sale
(for example, by abandonment or in a distribution to owners in a spinoff).

The initial adoption of this guidance did not have a significant impact on the Registrants but will impact the amounts
presented as discontinued operations and will enhance the related disclosure requirements related to future disposals or held
for sale classifications.

3. Segment and Related Information

(PPL)

See Note 2 in PPL's 2014 Form 10-K for a discussion of reportable segments and related information,

In June 2014, PPL and PPL Energy Supply, which substantially represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses into a new, stand-alone,
publicly traded company named Talen Energy. The transaction is expected to occur on June 1, 2015. Upon completion of

this transaction, PPL will no longer have a Supply segment. See Note 8 for additional information.

Financial data for the segments and reconciliation to PPL's consolidated results for the periods ended March 31 are:

Three Months
2015 2014
Inconte Statement Data
Revenues from external customers
U.K. Regulated $ 697 % 648
Kentucky Regulated 899 934
Pennsylvanta Regulated 630 591
Supply (a) 937 (982)
Corporate and Other 2 3
Total 3 3,165 8 1,194
Intersegment electric revenues
Supply $ 9 3 27
Net Income
U.K. Regulated (a) $ 375 % 206
Kentucky Regulated 109 107
Pennsylvania Regulated 87 85
Supply (2) 95 (75)
Corporate and Other (b) 19 ¢h]
Total 3 647 3 316
March 31, December 31,
2015 2014
Balance Sheet Data
Assets
U.K. Regulated $ 16275 % 16,005
Kentucky Regulated 13,109 13,062
Pennsylvania Regulated 7921 7,785
Supply 10,631 11,025
Corporate and Other (c) 985 987
Total assets $ 48921 § 43,864

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

(b) 2015 includes most of the transaction and transition costs related to the anticipated spinoff of PPL Energy Supply. See Note 8§ for additional
information.

(c) Primarily consists of unallocated items, including cash, PP&E and the elimination of inter-segment transactions,

ppl10q_3-15 Final as Filed.docx Confidential 34



DRAFT

4. Earnings Per Share
(PPL)

Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of
common shares outstanding during the applicable period. Diluted EPS is computed by dividing income available to PPL
common shareowners by the weighted-average number of common shares outstanding, increased by incremental shares that
would be outstanding if potentially dilutive non-participating securities were converted to common shares as calculated using
the Treasury Stock Method or the If-Converted Method, as applicable. Incremental non-participating securities that have a
dilutive impact are detailed in the table below.

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

Three Months
2015 2014

Income (Numerator}
Income from continuing operations after income taxes $ 647 § 324
Less amounts allocated to participating securities 3 2
Income from continuing operations after income taxes available to PPL common shareowners - Basic 644 322
Plus interest charges (net of tax) related to Equity Units (a) 9
Income from continuing operations after income taxes available to PPL common shareowners - Diluted $ 644 3 331
Income (loss) from discontinued operations (net of income taxes) available to PPL common shareowners - Basic
and Diluted 3 3 (8)
Net inrcome $ 647 $ 316
Less amounts allocated to participating securities 3 2
Net income available to PPL common sharcowners - Basic 644 314
Plus interest charges (net of tax) related to Equity Units (a) 9
Net income available to PPL common shareowners - Diluted $ 644 3 323
Shares of Comumon Stock (Denominator)
Weighted-average shares - Basic EPS 666,974 630,749
Add incremental non-participating securities:

Share-based payment awards 1,758 1,511

Equity Units (a) 31,679
Woeighted-averape shares - Diluted EPS 668.732 663,939
Basic EPS
Available to PPL common shareowners:

Income from continuing operations after income taxes $ 097 3% 0.51

Income (loss) from discontinued operations (net of income taxes) (0.01)

Net Income Available to PPL commeon shareowners 3 097 § 0.50
Diluted EPS
Available to PPL common shareowners:

Income from continuing operations after income taxes ] 09 3 0.50

Income (loss) from discontinued operations (net of income taxes) (0.01)

Net Income Available to PPL common shareowners ] 096 § 0.49

(a) In 2014, the If-Converted Method was applied to the Equity Units prior to the March 2014 settlement.

For the periods ended March 31, PPL issued common stock related to stock-based compensation plans as follows (in

thousands):
Three Months
2015 2014
Stock-based compensation plans (a) 1,445 1,096
DRIP 419

(@) Includes stock options exercised, vesting of performance units, vesting of restricted stock and restricted stock units and conversion of stock units
granted to directors.

For the periods ended March 31, the following shares (in thousands) were excluded from the computations of diluted EPS
because the effect would have been antidilutive,
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Three Months
2015 2014
Stock options 1,473 2,540
Performance units 146
Restricted stock units 123
5. Income Taxes
Reconciliations of income taxes for the periods ended March 31 are:
(PPL)
Three Months
2018 2014
Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rate - 35% 3 320 § 153
Increase (decrease) due to:
State income taxes, net of federal income tax benefit 25 3
Valuation allowance adjustments 3
Impact of lower U.K. income tax rates (62) (44)
U.S. income tax on foreign earnings - net of foreign tax credit 0)) 11
Intercompany interest on UK. financing entities 3 (2)
Other (9 (6]
Total increase (decrease) (52) (39)
Total income taxes 3 268 % 114
(PPL Electric)
Three Months
2015 2014
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% 3 51§ 48
Increase (decrease) due to:
State income taxes, net of federal income tax benefit 10 8
Other 2) 3)
Total increase (decrease) -] 5
Total income taxes $ 59 % 53
(LKE)
Three Months
2015 2014
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% $ 68 § 64
Increase (decrease) due to:
State income taxes, net of federal income tax benefit 7 7
Valuation allowance adjustments 3
Other 2) (2)
Total increase (decrease) 8 5
Total income taxes $ 76§ 69
(LG&E)
Three Months
2015 2014
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% $ 30 8 29
Increase (decrease) due to:
State income taxes, net of federal income tax benefit 3 3
Other (2)
Total increase {(decrease) 3 1
Total income taxes $ 33 3 30
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(KU)

Federal income tax on Income Before Income Taxes at statutory tax rate - 35%

Increase (decrease) due to:
State income taxes, net of federal income tax benefit
Other
Total increase (decrease)
Total income taxes

Other (PPL)

Three Months
2015 2014
$ 44 % 43
4 4
h (1
3 3
$ 47 % 46

In February 2015, PPL and the IRS Appeals division reached a settlement on the amount of PPL's refund from its open audits

for the years 1998 - 2011. The settlement was required to be reviewed and approved by the Joint Committee on Taxation
(JCT) before it is considered final. In April 2015, PPL was notified that the JCT approved PPL's settlement. Subjectto a

final determination of interest on the refund, PPL expects to record a tax benefit in the range of $20 million to $30 million in
the second quarter of 2015 related to the settlement of previously unrecognized tax benefits.

6. Utility Rate Regulation

(All Registrants)

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

operations.

Current Regulatory Assels:
Envircnmental cost recovery
Gas supply clause
Fuel adjustment clavse
Transmission service charge
Other

Total current regulatory assets

Noncurrent Regulatory Assets:
Defined benefit plans
Taxes recoverable through future rates
Storm costs
Unamortized Joss on debt
Interest rate swaps
Accumulated cost of removal of utility plant
AROs
Other
Total noncurrent regulatory assets

Current Regulatory Liabilities:
Generation supply charge
Demand side management
Gas supply clause
Transmission formula rate
Storm damage expense
Gas line tracker
Other

Total current regulatory liabilities

Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant
Coal contracts {a)
Power purchase agreement - OVEC (a)
Net deferred tax assets

. Act 129 compliance rider

Defined benefit plans
Interest rate swaps
Other

Total noncurrent regulatory liabilities
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PPL PPL Electric
March 31, December 31, March 31, December 31,
2015 2014 2015 2014
10 5
1 15
4 4
6 5 6
8 7 3 3 6
23 37 3 3 3 12
705 720 % 367 § 372
317 316 317 316
116 124 2 46
76 77 48 49
182 122
117 114 117 114
87 79
10 10
1.610 1,562 % 891 § 897
26 28 % 26 3 28
13 2
6 6
49 42 49 42
7 3 7 3
2 3
6 7 3 3
109 91 § 8 3 76
695 693
49 59
90 92
25 26
26 18 % 26 § 18
16 16
34 84
2 4
987 92 $ 26 3% 18
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LKE LG&E KU
March 31, December 31, March 31, December 31, March 31, December 31,
2015 2014 2015 2014 2015 2014
Current Regulatory Assels:
Environmental cost recovery $ 10 § 5 3% 7 % 4 % 3 3 !
Gas supply clause 1 15 1 15
Fuel adjustment clause 4 4 2 2
Other 5 1 3 1
Total current regulatory assets 3 20 % 25 % 12 5 21 % 8 3 4
Noncurrent Regulatory Assets:
Defined benefit plans 5 338 % 348 3 208 § 215 % 130§ 133
Storm costs 74 78 41 43 33 35
Unamortized loss on debt 28 28 18 18 10 10
Interest rate swaps 182 122 121 89 61 33
AROs 87 79 30 28 57 31
Other 10 10 4 4 6 6
Total noncurrent regulatory assets 3 719 § 665 $ 422 3 397 $ 297 % 268
Current Regulatory Liabilities:
Demand side management $ 13 % 2 % 5 % I 3% 8 3 1
Gas supply clause 6 6 6 6
Gas line tracker 2 3 2 3
Other 3 4 1 2 4
Total current regulatory liabilities $ 24 3 15 3 14 $ JItIY [V 5
Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant 5 695 % 693 § 304 0§ 302 % 91 3 391
Coal contracts (a) 49 59 21 25 28 34
Power purchase agreement - OVEC (a) 90 92 62 63 28 29
Net deferred tax assets 25 26 24 24 1 2
Defined benefit plans 16 16 16 16
Interest rate swaps 84 84 42 42 42 42
Other 2 4 1 2 1 2
Total noncurrent regulatory liabilities 3 961§ 9714 § 454 3 458 § 507§ 516

(a) These liabilities were recorded as offsets to certain intangible assets that were recorded at fair value upon the acquisition of LKE by PPL.
Regulatory Matters
U. K. Activities (PPL)

RIC-ED1

On April 1, 2015, the RIIO-EDI1 eight-year price control period commenced for WPD's four DNOs. See "Item 1. Business -
Segment Information - U. K. Regulated Segment” of PPL's 2014 Form 10-K for additional information on RIIO-ED1.

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result,
during the first quarter of 2014 WPD increased its liability by $65 million for over-recovery of line losses with a reduction to
"Utility" revenues on the Statement of Income. The liability at March 31, 2015 of $97 million will be refunded to customers
from April 1, 2015 through March 31, 2019.

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

Rate Case Proceedings

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates for
LG&E's electric and gas operations and KU's electric operations. On April 20, 2015, LG&E and KU, and the other parties to
the proceeding, filed a unanimous settlement agreement with the KPSC. Among other things, the proposed settlement
provides for increases in the annual revenue requirements associated with KU base electric rates of $125 million and LG&E
base gas rates of $7 million. The annual revenue requirement associated with base electric rates at LG&E will not increase.
The settlement did not establish a specific return on equity with respect to the base rates, however an authorized 10% return
on equity will be utilized in the ECR and GLT mechanisms. The settlement agreement provides for deferred recovery of
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costs associated with Green River Units 3 and 4 through their retirement. The new regulatory asset will be amortized over
three years. The settlement also provides regulatory asset treatment for the difference between pension expense currently
booked in accordance with LG&E and KU's pension accounting policy and such an expense using a 15 year amortization
period for actuarial gains and losses. The proposed settlement remains subject to KPSC approval. If approved, the new rates
and all elements of the settlement would be effective July 1, 2015.

Pennsylvania Activities (PPL and PPL Electric)
Rate Case Froceeding

On March 31, 2015, PPL Electric filed a request with the PUC for an increase in its annual distribution revenue requirement
of approximately $167.5 million. The proposal would result in a rate increase of 3.9% on a total bill basis and is expected to
become effective on January 1, 2016. PPL Electric's application includes a request for an authorized return-on-equity of
10.95%. The application is based on a fully projected future test year of January 1, 2016 through December 31, 2016. PPL
Electric cannot predict the outcome of this proceeding.

Distribution System Improvement Charge (DSIC)

Act 11 aunthorizes the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future test year in
base rate proceedings and, subject to certain conditions, the use of a DSIC. Such alternative ratemaking procedures and
mechanisms provide opportunity for accelerated cost-recovery and, therefore, are important to PPL Electric as it is in a period

of significant capital investment to maintain and enhance the reliability of its delivery system, including the replacement of
aging distribution assets.

On March 31, 2015, PPL Electric filed a petition requesting a waiver of the DSIC cap of 5% of billed revenues and approval
to increase 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 is requesting that the PUC consolidate these two proceedings. PPL Electric
cannot predict the outcome of this proceeding.

Storm Damage Expense Rider (SDER)

In its December 28, 2012 final rate case order, the PUC directed PPL Electric to file a proposed SDER. The SDER is a
reconcilable automatic adjustment clause under which PPL Electric annually will compare actual storm costs to storm costs
allowed in base rates and refund or recoup any differences from customers. In March 2013, PPL Electric filed its proposed
SDER with the PUC and, as part of that filing, requested recovery of the 2012 qualifying storm costs related to Hurricane
Sandy. PPL Electric proposed that the SDER become effective Jannary 1, 2013 at a zero rate with qualifying storm costs
incurred in 2013 and the 2012 Hurricane Sandy costs included in rates effective January i, 2014. In April 2014, the PUC
issued a final order approving the SDER with a January 1, 2015 effective date and initially including actual storm costs
compared to collections for December 2013 through November 2014. As a result, PPL Electric reduced its regulatory
liability by $12 million in March 2014. Also, as part of the April 2014 order, PPL Electric was authorized to recover
Hurricane Sandy storm damage costs through the SDER of $29 million over a three-year period beginning January 1, 2015.

On June 20, 2014, the Office of Consumer Advocate (OCA) filed a petition with the Commonwealth Court of Pennsylvania
requesting that the Court reverse and remand the April 2014 order permitting PPL Electric to establish the SDER. This
matter remains pending before the Commonwealth Court. On January 15, 2015, the PUC issued a final order closing an
investigation related to an OCA complaint concerning PPL Electric's October 2014 preliminary SDER calculation and
modified the effective date of the SDER to February 1, 2015.

Smart Meter Rider (SMR}

Act 129 requires installation of smart meters for new construction, upon the request of consumers and at their cost, or on a
depreciation schedule not exceeding 15 years, Under Act 129, EDCs are able to recover the costs of providing smart
metering technology. All of PPL Electric's metered customers currently have advanced meters installed at their service
locations capable of many of the functions required under Act 129, PPL Electric conducted pilot projects and technical
evaluations of its current advanced metering technology and concluded that the current technelogy does not meet all of the
requirements of Act 129, PPL Electric recovered the cost of its evaluations through a cost recovery mechanism, the Smart
Meter Rider. In August 2013, PPL Electric filed with the PUC an annual report describing the actions it was taking under its
Smart Meter Plan during 2013 and its planned actions for 2014. PPL Electric also submitted revised SMR charges that
became effective January 1, 2014. On June 30, 2014, PPL Electric filed its final Smart Meter Plan with the PUC. In that
plan, PPL Electric proposes to replace all of its current meters with advanced meters that meet the Act 129 requirements.
Full deployment of the new meters is expected to be complete by the end of 2019. The total cost of the project is estimated to
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be approximately $450 million. PPL Electric proposes to recover these costs through the SMR which the PUC previously
has approved for recovery of such costs. On April 30, 2015, the Administrative Law Judge assigned by the PUC to review
PPL Electric’s Smart Meter Plan issued a recommended decision approving the plan with minor modifications. The
recommended decision is subject to final approval by and remains pending before the PUC.,

Federa! Matters
FERC Wholesale Formula Rates (LKE and KU)

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers, Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with a subsequent true-up to actual costs, replacing the current formula which
does not include a true-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014, subject to refund. In April 2014, nine municipalities submitted
notices of termination, under the original notice period provisions, to cease taking power under the wholesale requirements
contracts. Such terminations are to be effective in 2019, except in the case of one municipality with a 2017 effective date. In
addition, a tenth municipality which has a previously settled termination date of 2016 has given notice that it will transfer
service in June 2015. In July 2014, KU agreed on settlement terms with the two municipal customers that did not provide
termination notices and filed the settlement proposal with the FERC for its approval. In August 2014, the FERC issued an
order on the interim settlement agreement allowing the proposed rates to become effective pending a final order. If approved,
the settlement agreement will resolve the rate case with respect to these two municipalities, including an authorized return on
equity of 10% or the return on equity awarded to other parties in this case, whichever is lower. Also in July 2014, KU made
a contractually required filing with the FERC that addressed certain rate recovery matters affecting the nine terminating
municipalities during the remaining term of their contracts. KU and the terminating municipalities continue settlement
discussions in this proceeding. KU cannot currently predict the outcome of its FERC applications regarding its wholesale
power agreements with the municipalities.

7. Financing Activities
Credit Arrangements and Short-term Debt

(All Registrants)

The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial
paper programs. For reporting purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL
Electric, LKE, LG&E and KU also apply to PPL and the credit facilities and commercial paper programs of LG&E and KU

also apply to LKE. The amounts borrowed below are recorded as "Short-term debt” on the Balance Sheets. The following
credit facilities were in place at:

March 31, 2015 December 31, 2014
Letters of Letters of
Credit Credit
and and
Commetcial Commercial
Expiration Paper Unused Paper
Date Capacity Borrowed Issued Capacity Borrowed Issued
PP
LK.
WPD Ltd.
Syndicated Credit Facility Dec. 2016 £ 210 £ 130 £ 80 £ 103
WPD (South West)
Syndicated Credit Facility July 2019 245 245
WPD (East Midlands)
Syndicated Credit Facility July 2019 300 147 153 64
WPD (West Midlands)
Syndicated Credit Facility July 2019 300 300
Uncommitted Credit Facilities 65 £ 5 60 £ 5
Total U.K, Credit Facilities (a) £ 1,120 £ 277 £ 5 £ 838 £ 167 £ 5
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March 31, 2015 December 31, 2014
Letters of Letters of
Credit Credit
and and
Commercial Commercial
Expiration Paper Unused Paper
Date Capacity Borrowed Issued Capacity Borrowed Issued
US.
PPL Capital Funding
Syndicated Credit Facility July2019 $ 300 3 300
Syndicated Credit Facility Nov. 2018 aco 300
Bilateral Credit Facility Mar. 2016 150 $ 32 118 b} 21
Uncommitted Credit Facility 65 )| 64 1
Total PPL Capital Funding Credit Facilities ] 815 3 33 8 782 3 22
PPL Energy Supply
Syndicated Credit Facility (b) Nov.2017 § 3,000 § 600 3 267 % 2,133 % 630 3 121
PPL. Electric
Syndicated Credit Facility Tuly2019 § 300 $ 86 $§ 214 $ 1
LKE
Syndicated Credit Facility (b) Oct. 2018 § 75 § 75 3 75
LG&E
Syndicated Credit Facility July 2019 3 500 3 216 § 284 $ 264
KU
Syndicated Credit Facility July2019 $ 400 3 193 % 207 $ 236
Letter of Credit Facility Oct. 2017 198 198 198
Total KU Credit Facilities 3 598 § 391 § 207 3 434

(a) 'WPD Ltd.'s amounts borrowed at March 31, 2015 and December 31, 2014 were USD-denominated borrowings of $200 million and $161 million,
which bore interest at 1.87% and 1.86%. WPD (East Midlands) amounts borrowed at March 31, 2015 and December 31, 2014 were GBP-denominated
borrowings which equated to $226 million and $100 million, which bore interest at 1.00% for both periods. At March 31, 2015, the unused capacity
under the U.K. credit facilities was $1.3 billion.

(b) At March 31, 2015, PPL Energy Supply's and LKE's interest rates on outstanding borrowings were 2.12% and 1.68%. At December 31, 2014, PPL
Energy Supply's and LKE's interest rates on outstanding borrowings were 2.05% and 1.67%.

(PPL)

PPL Energy Supply's Letter of Credit Facility and Uncommitted Credit Facilities that existed at December 31, 2014 have
either expired or matured during the first quarter of 2015. Any previously issued letters of credit under these facilities were
either terminated or reissued under the PPL Energy Supply Syndicated Credit Facility at March 31, 2015.

(All Registrants)
PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-

term liquidity needs, as necessary. Commercial paper issuances, included in "Short-term debt” on the Balance Sheets, are
supported by the respective Registrant's Syndicated Credit Facility. The following commercial paper programs were in place

at:
March 31, 2015 December 31, 2014
Weighted - Commercial Weighted - Commercial
Average Paper Unused Average Paper
Interest Rate Capacity Issuances Capacity Interest Rate Issuances
PPL Electric 0.57% $ 300 $ 8 3 215
LG&E 0.63% 350 216 134 0.42% $ 264
KU 0.62% 350 193 157 0.49% 236
Total 5 1,000 § 494 3 506 § 500
(PPL)

PPL Energy Supply maintains a $500 million Facility Agreement expiring June 2017, which provides PPL Energy Supply the
ability to request up to $500 million of committed letter of credit capacity at fees to be agreed upon at the time of each
request, based on certain market conditions. At March 31, 2015, PPL Energy Supply had not requested any capacity for the
issuance of letters of credit under this arrangement.
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PPL Energy Supply, PPL EnergyPlus, PPL Montour and PPL Brunner Island maintain an $800 million secured energy
marketing and trading facility, whereby PPL EnergyPlus will receive credit to be applied to satisfy collateral posting
obligations related to its energy marketing and trading activities with counterparties participating in the facility. The credit
amount is guaranteed by PPL Energy Supply, PPL Montour and PPL Brunner Island. PPL Montour and PPL Brunner Island
have granted liens on their respective generating facilities to secure any amount they may owe under their guarantees. The
facility expires in November 2019, but is subject to automatic one-year renewals under certain conditions. There were $88
million of secured obligations outstanding under this facility at March 31, 2015.

(LKE)
See Note 11 for discussion of intercompany borrowings.
(PPL)

At-the-Market Stock Offering Program

On February 26, 2015, PPL entered into two separate equity distribution agreements, pursuant to which PPL may seli, from
time to time, up to an aggregate of $500 million of its common stock. During the period ended March 31, 2015, no sales of
common stock under the equity distribution agreements were made.

Distributions

In February 2015, PPL declared its quarterly common stock dividend, payable April 1, 2015, at 37.25 cents per share
(equivalent to $1.49 per annum). Future dividends, declared at the discretion of the Board of Directors, will depend upon
future earnings, cash flows, financial and legal requirements and other factors.

8. Acquisitions, Development and Divestitures
{All Registrants)

The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects.
Development projects are reexamined based on market conditions and other factors to determine whether to proceed with the
projects, sell, cancel or expand them, execute tolling agreements or pursue other options. Any resulting transactions may
impact future financial results. See Note 8 in the 2014 Form 10-K for additional information.

(PPL)

Divestitures

Anticipated Spinoff of PPL Energy Supply

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to combine their
competitive power generation businesses into a new, stand-alone, publicly traded company named Talen Energy. Under the
terms of the agreements, at closing, PPL will spin off to PPL. shareowners a newly formed entity, Holdeo, which at such time
will own all of the membership interests of PPL Energy Supply and all of the common stock of Talen Energy. Immediately
following the spinoff, Holdco will merge with a special purpose subsidiary of Talen Energy, with Holdco continuing as the
surviving company to the merger and as a wholly owned subsidiary of Talen Energy and the sole owner of PPL Energy
Supply. Substantially contemporaneous with the spinoff and merger, RIS Power will be contributed by its owners to become
a subsidiary of Talen Energy. Following completion of these transactions, PPL shareowners will own 63% of Talen Energy
and affiliates of Riverstone will own 35%. PPL will have no continuing ownership interest in, control of, or affiliation with
Talen Energy. The transaction is intended to be tax-free to PPL and its shareowners for U.S. federal income tax purposes and
is subject to customary closing conditions, including receipt of required regulatory approvals from the NRC, FERC, DOJ and
PUC, all of which were received by mid-April 2015. In addition, there must be available, subject to certain conditions, at
least $1 billion of undrawn credit capacity under a revolving credit or similar facility of Talen Energy or one or more of its
subsidiaries. Any letters of credit or other credit support measures posted in connection with energy ma:ketmg and trading
transactions at the time of the spinoff are excluded from this calculation.

In connection with the FERC approval, PPL and RIS Power agreed that within 12 months after closing of the transaction,
Talen Energy will divest approximately 1,300 MW of generating assets in one of two groups of assets (from PPL Energy
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Supply's existing portfolio, this includes either the Holtwood and Wallenpaupack hydroelectric facilities or the Ironwood
facility), and limit PYM energy market offers from assets it would retain in the other group to cost-based offers.

On April 29, 2015, PPL's Board of Directors declared the distribution of Holdco to PPL's shareowners of record on May 20,
2015, with the spinoff to occur on June 1, 2015. Based on the number of shares of PPL common stock outstanding at

April 29, 2015, the distribution ratio is expected to be approximately 0.125 shares of Talen common stock for each share of
PPL common stock. The final ratio will be determined after the record date. The spinoff will have no effect on the number
of PPL common shares owned by PPL shareowners or the number of shares of PPL commeon stock outstanding.

Following the announcement of the transaction to form Talen Energy, efforts were initiated to identify the appropriate
staffing for Talen Energy and for PPL and its subsidiaries following completion of the spinoff. Organizational plans were
substantially completed in 2014. The new organizational plans identified the need to resize and restructure the organizations
and as a result, in 2014, estimated charges for employee separation benefits were recorded. See Note 8 in the 2014 Form
10-K for additional information. The separation benefits include cash severance compensation, lump sum COBRA
reimbursement payments and outplacement services. Most separations and payment of separation benefits are expected to be
completed by the end of 2015. At March 31, 2015 and December 31, 2014, the recorded liabilities related to the separation
benefits were $19 million and $30 million, which are included in "Other current liabilities” on the Balance Sheets.

Additional employee-related costs to be incurred primarily include accelerated stock-based compensation and pro-rated
performance-based cash incentive and stock-based compensation awards, primarily for PPL Energy Supply employees and
for PPL employees who have become PPL Energy Supply employees in connection with the transaction. These costs will be
recognized at the spinoff closing date. PPL estimates these additional costs will be in the range of $30 million to $40 million.

PPL recorded $6 million of third-party costs during the three months ended March 31, 2015 related to this transaction. Of
these costs, $2 million were primarily for legal and accounting fees to facilitate the transaction, and are recorded in "OQther
Income (Expense) - net” on the Statement of Income. An additional $4 millien of consulting and other costs were incurred to
ready the new Talen Energy organization and reconfigure the remaining PPL service functions. These costs are recorded in
"Other operation and maintenance" on the Statement of Income. PPL recorded $27 million of third-party costs in 2014
related to this transaction. PPL currently estimates a range of total third-party costs that will ultimately be incurred of
between $60 million and $70 million.

The assets and liabilities of PPL's Supply segment will continue to be classified as "held and used" on PPL's Balance Sheet
until the closing of the transaction, at which time the operations of the Supply segment will be classified as discontinued
operations. At the close of the transaction, unamortized losses on PPL interest rate swaps recorded in AOCI and designated
as hedges of PPL Energy Supply's future interest payments will be reclassified into eamnings and reflected in discontinued
operations. The amount of these unamortized losses deferred in AOCI at March 31, 2015 was $55 million after-tax.

In conducting its annual goodwill impairment assessment in the fourth quarter of 2014 for its Supply segment reporting unit,
PPL determined that the estimated fair value of the Supply segment exceeded its carrying value and no impairment was
recognized. PPL had not identified any indicators of impairment as of March 31, 2015, but cannot predict whether an
impairment loss will be recorded at the spinoff date. An impairment loss would be recognized by PPL at the spinoff date if
the aggregate carrying amount of the Supply segment's assets and liabilities exceed their aggregate fair value at that date and
would be reflected in discontinued operations. Upon completion of this transaction, PPL will no longer have a Supply
segment.

Discontinued Operations

Montana Hydro Sale

In November 2014, PPL Montana completed the sale to NorthWestern of 633 MW of hydroelectric generating facilities
located in Montana for approximately $900 million in cash. The proceeds will remain with PPL and not transfer to Talen
Energy as a result of the spinoff. The sale included 11 hydroelectric power facilities and related assets, included in the
Supply segment.

Following are the components of Discontinued Operations in the Statement of Income for the three months ended March 31.
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2014
Operating revenues 3 29
Interest expense (a) 2
Income (loss) before income taxes (b) (10)
Income (Loss} from Discontinued Operations (net of income taxes) (b) (8)

{(a) Represents allocated interest expense based upon the discontinued operations share of the net assets of PPL Energy Supply.
() Includes an impairment charge related to the Kerr Dam Project. See Note 13 for additional information.

Development

Future Capacity Needs (PPL, LKE, LG&E and KU)

Construction activity is nearing completion and testing is in progress on the previously announced NGCC unit, Cane Run
Unit 7, scheduled to be operational in the second quarter of 2015, On March 31, 2015, LG&E retired an older coal-fired
generating unit at the Cane Run plant and anticipates retiring the remaining two coal-fired units at the Cane Run plant in the
third quarter of 2015. There were no significant losses related to this retirement.

In October 2013, LG&E and KU announced plans for a 10 MW solar generation facility to be operational in 2016 at a cost of
approximately $36 million. In December 2014, a final order was issued by the KPSC approving the request to construct the
solar generating facility at E'W, Brown.

9. Defined Benefits
(PPL, LKE and LG&E)

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

Pension Benefits QOther Postretirement Benefits
U.S. UK.
2015 2014 2015 2014 2015 2014

PPL
Service cost $ 32 3 26 3 20 % 18 % 4 3 3
Interest cost 59 59 79 88 7 g
Expected return on plan assets 79 (74) (131) (130) {7 (6)
Amertization of:

Prior service cost 2 5

Actuarial (gain) loss 25 7 39 3
Net periodic defined benefit costs (credits) § 39 3 23 $ 7 8 9 3 4 3 5
LKE
Service cost $ 7 % 6 $ 1 3 1
Interest cost 17 17 2 2
Expected return on plan assets (22) (20) (4] n
Amortization of:

Prior service cost 2 [ 1 1

Actuarial (gain) loss 3 3
Net periodic defined benefit costs (credits) $ 12 % 7 $ 3 3 3
LG&E
Interest cost $ 3 3 4
Expected retum on plan assets (5) (5)
Amortizaticn of:

Prior service cost 1 1

Actuarial (gain) loss 3 1
Net periodic defined benefit costs (credits) § 2 3 1

{PPL Electric, LG&E and KU)
In addition to the specific plans it sponsors, LG&E is allocated costs of defined benefit plans sponsored by LKE based on its
participation in those plans, which management believes are reasonable. PPL Electric and KU do not directly sponsor any

defined benefit plans. PPL Electric is allocated costs of defined benefit plans sponsored by PPL Services and KU is allocated
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costs of defined benefit plans sponsored by LKE based on their participation in those plans, which management believes are
reasonable. For the periods ended March 31, PPL Services allocated the following net periodic defined benefit costs to PPL
Electric, and LKE allocated the following net periodic defined benefit costs to LG&E and KU.

Three Months
2013 2014
PPL Electric 3 g8 3 5
LG&E 3 2
KU 5 3

10. Commitments and Contingencies

{PPL)

All commitments and contingencies related to PPL. Energy Supply and its subsidiaries will remain with PPL Energy Supply
and its subsidiaries at the spinoff date without recourse, except as otherwise provided in the definitive agreements entered
into in connection with the spinoff of Talen Energy.

Energy Purchase Commitments

(PPL Electric)

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

Legal Matters

(Al Registrants)

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

otherwise noted.

WKE Indemnification (PPL and LKE)

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

(PPL)

Sierra Club Litigation

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

In July 2013, the Sierra Club and MEIC filed an additional Notice of Intent to Sue, identifying additional plant projects that
are alleged not to be in compliance with the Clean Air Act and, in September 2013, filed an amended complaint. The
amended complaint dropped all claims regarding pre-2001 plant projects, as well as the plaintiffs' Title V and opacity claims.
It did, however, add claims with respect to a number of post-2000 piant projects, which effectively increased the number of
projects subject to the litigation by about 40. PPL Montana and the other Colstrip owners filed a motion to dismiss the
amended comp!laint in October 2013. In May 2014, the court dismissed the plaintiffs' independent Best Available Control
Technology claims and their Prevention of Significant Deterioration (PSD) claims for three projects, but denied the owners'
motion to dismiss the plaintiffs' other PSD claims on statute of limitation grounds. On August 27, 2014, the Sierra Club and
MEIC filed a second amended complaint. This complaint inclndes the same causes of action articulated in the first amended
complaint, but alleges those claims in regard to only eight projects at the plant between 2001 and 2013. On September 26,
2014, the Colstrip owners filed an answer to the second amended complaint, Discovery has been completed. In April 2015,
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the plaintiffs indicated they intend to pursue claims related to only four of the remaining projects. In January 2015, trial as to
liability in this matter was rescheduled to November 16, 2015. A trial date with respect to remedies, if there is a finding of
liability, has not been scheduled. PPL believes it and the other co-owners have numerous defenses to the allegations set forth
in this complaint and will vigorously assert the same. PPL cannot predict the ultimate outcome of this matter at this time.

Notice of Intent to File Suit

In October 2014, PPL Energy Supply received a notice letter from the Chesapeake Bay Foundation (CBF) alleging violations
of the Clean Water Act and Pennsylvania Clean Streams Law at the Brunner Island generation plant. The letter was sent to
PPL Brunner Island and the PADEP and is intended to provide notice of the alleged violations and CBF's intent to file suit in
Federal court after expiration of the 60 day statutory notice period. Among other things, the letter alleges that PPL Brunner
Island failed to comply with the terms of its National Pollutant Discharge Elimination System permit and associated
regulations related to the application of nutrient credits to the facility's discharges of nitrogen into the Susquehanna

River. The letter also alleges that PADEP has failed to ensure that credits generated from nonpoint source pollution
reduction activities that PPL Brunner Island applies to its discharges meet the eligibility and certification requirements under
PADEP's nutrient trading program regulations. If a court-approved settlement cannot be reached, CBF plans to seek
injunctive relief, monetary penalties, fees and costs of litigation. PPL cannot predict the outcome of this matter.

Proposed Legislation - Pacific Northwest

In the first quarter of 20135, legislation was proposed in the State of Oregon to eliminate, over time, the sale of electricity in
Oregon from coal-fired generating facilities, and in the State of Washington to provide a means of cost recovery to utility
owners of coal-fired generating facilities who commit to retire such facilities. Both proposals are in early stages of
consideration and PPL cannot predict whether any legislation seeking to achieve the objectives of the Oregon or Washington
legislation will be enacted. Were such legislation to be enacted as proposed, such laws, either individually or collectively,
would not be expected to have a material adverse effect on PPL’s financial condition or results of operation.

(PPL, LKE and LG&E)
Cane Bun Environmental Claims

In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against
LG&E and PPL in the U.S. District Court for the Western District of Kentucky alleging violations of the Clean Air Act and
RCRA. In addition, these plaintiffs assert common law claims of nuisance, trespass and negligence. These plaintiffs seek
injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the common law
claims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property
values for a class consisting of residents within four miles of the plant. In their individual capacities, these plaintiffs seek
compensation for alleged adverse health effects. In response to a motion to dismiss filed by PPL and LG&E, in July 2014,
the court dismissed the plaintiffs' RCRA claims and all but one of its Clean Air Act claims, but declined to dismiss their
common law tort claims. Upon motion of LG&E and PPL, the district court certified for appellate review the issue of
whether the state common law claims are preempted by federal statute. In December 2014, the U.S. Court of Appeals for the
Sixth Circuit issued an order granting appellate review regarding the above matter and such issues as may appropriately be
presented by the parties and determined by the court. PPL, LKE and LG&E cannot predict the outcome of this matter or the
potential impact on operations of the Cane Run plant. LG&E retired one coal-fired unit at the Cane Run plant in March 2015
and anticipates retiring the remaining two coal-fired units at the Cane Run plant in the third quarter of 2015.

Mill Creek Environmental Claims

In May 2014, the Sierra Club filed a citizen suit against LG&E in the U.S. District Court for the Western District of
Kentucky for alleged violations of the Clean Water Act. The Sierra Club alleges that various discharges at the Mill Creek
plant constitute violations of the plant's water discharge permit. The Sierra Club seeks civil penalties, injunctive relief, plus
costs and attorney's fees. The parties have filed various cross-motions for summary judgment which are pending before the
court. PPL, LKE and LG&E cannot predict the outcome of this matter or the potential impact on the operations of the Mill
Creck plant but believe the plant is operating in compliance with the permits.

Regulatory Issues
(All Registrants)

See Note 6 for information on regulatory matters related to utility rate regulation.
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{PPL and PPL Electric)

New Jersey Capacity Legislation

In January 2011, New Jersey enacted a law (the Act) that PPL believes would intervene in the wholesale capacity market to
create incentives for the development of new, in-state electricity generation facilities even when, under the FERC-approved
PIM economic model, such new generation would not be economic, The Act could depress capacity prices in PJM in the
short-term, impacting PPL. Energy Supply's revenues, and harm the long-term ability of the PJM capacity market to
encourage necessary generation investment throughout PIM.

In February 2011, PPL and several other companies filed a complaint in U.S. District Court in New Jersey challenging the
Act on the grounds that it violates the Supremacy and Commerce clauses of the U.S. Constitution and requesting relief
barring implementation. In October 2013, the U.S. District Court in New Jersey issued a decision finding the Act
unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive autherity to regulate
the wholesale sale of electricity in interstate commerce. The decision was appealed to the U.S. Court of Appeals for the
Third Circuit (Third Circuit) by CPV Power Development, Inc., Hess Newark, LILC and the State of New Jersey (the
Appellants). In September 2014, the Third Circuit affirmed the District Court's decision. In December 2014, the Appellants
filed a petition for certiorari before the U.S. Supreme Court. In March 2015, the U.S. Supreme Court requested the U_S.
Salicitor General to submit briefs expressing its views as to the issues raised in this case.

Maryland Capacity Order

In April 20112, the Maryland Public Service Commission (MD PSC) ordered (Order) three electric utilities in Maryland to
enter into long-term contracts to support the construction of new electricity generating facilities in Maryland the intent of
which, PPL believed, was to encourage the construction of new generation even when, under the FERC-approved PJM
economic model, such new generation would not be economic. The MD PSC action could depress capacity prices in PIM in
the short-term, impacting PPL Energy Supply's revenues, and harm the long-term ability of the PIM capacity market to
encourage necessary generation investment throughout PIM,

In April 2012, PPL and several other companies filed a complaint in U.S. District Court (District Court) in Maryland
challenging the Order on the grounds that it violates the Supremacy and Commerce clauses of the U.S. Constitution and
requested declaratory and injunctive relief barring implementation of the order by the MD PSC Commissioners. In
September 2013, the District Court issued a decision finding the Order unconstitutional under the Supremacy Clause on the
grounds that it infringes upon the FERC's exclusive authority to regulate the wholesale sale of electricity in interstate
commerce. The decision was appealed to the U.S. Court of Appeals for the Fourth Circuit (Fourth Circuit) by CPV Power
Development, Inc. and the State of Maryland (the Appellants). In June 2014, the Fourth Circuit affirmed the District Court's
opinion and subsequently denied the Appellants’ motion for rehearing. In December 2014, the Appellants filed a petition for
certiorari before the U.S. Supreme Court. In March 20135, the 1.8, Supreme Court requested the U.S. Solicitor General to
submit briefs expressing its views as to the issues raised in this case.

Pacific Northwest Markets (PPL)

Through its subsidiaries, PPL Energy Supply made spot market bilateral sales of power in the Pacific Northwest during the
peried from December 2000 through June 2001. Several parties subsequently claimed refunds at FERC as a result of these
sales. In June 2003, the FERC terminated proceedings to consider whether to order refunds for spot market bilateral sales
made in the Pacific Northwest, including sales made by PPL Montana, during the period December 2000 throngh June 2001,
In August 2007, the U.S. Court of Appeals for the Ninth Circuit reversed the FERC's decision and ordered the FERC to
consider additional evidence. In October 2011, FERC initiated proceedings to consider additional evidence. In July 2012,
PPL Montana and the City of Tacoma, one of the two parties claiming refunds at FERC, reached a settlement whereby PPL
Montana paid $75 thousand to resolve the City of Tacoma's $23 million claim. The settlement does not resolve the
remaining claim outstanding by the City of Seattle for approximately $50 million. Hearings before a FERC Administrative
Law Judge (ALJ) regarding the City of Seattle's refund claims were completed in October 2013 and briefing was completed
in January 2014, In March 2014, the ALJ issued an initial decision denying the City of Seattle’s complaint against PPL
Montana. The initial decision is pending review by the FERC. In June 2015, the United States Court of Appeals for the
Ninth Circuit will hold oral argument on an appeal from the FERC's October 2011 order setting out the remand process that
FERC has followed from 2011 to the present.

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

(All Registrants)

Electricity - Reliability Standards

The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the
bulk power system. The FERC oversees this process and independently enforces the Reliability Standards.

The Reliability Standards have the force and effect of law and apply to certain users of the bulk power electricity system,
including electric utility companies, generators and marketers. Under the Federal Power Act, the FERC may assess civil
penalties of up to $1 million per day, per violation, for certain violations.

PPL, LG&E, KU and PPL Electric monitor their compliance with the Reliability Standards and continue to self-report
potential violations of certain applicable reliability requirements and submit accompanying mitigation plans, as required.
The resolution of a number of potential violations is pending. Any Regional Reliability Entity (including RFC or SERC)
determination concerning the resolution of violations of the Reliability Standards remains subject to the approval of the
NERC and the FERC.

In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL affiliates
subject to the standards, certain other instances of potential non-compliance may be identified from time to time. The
Registrants cannot predict the outcome of these matters, and cannot estimate a range of reasonably possible Iosses, if any.

In October 2012, the FERC initiated its consideration of proposed changes to Reliability Standards to address the impacts of
geomagnetic disturbances on the reliable operation of the bulk-power system, which might, among other things, lead to a
requirement to install equipment that blocks geomagnetically induced currents on implicated transformers. In May 2013,
FERC issued Order No. 779, requiring NERC to submit two types of Reliability Standards for FERC's approval. The first
type would require certain owners and operators of the nation's electricity infrastructure, such as the Registrants, to develop
and implement operational procedures to mitigate the effects of geomagnetic disturbances on the bulk-power system. This
NERC proposed standard was filed by NERC with FERC for approval in January 2014, and was approved in June 2014. The
second type is to require owners and operators of the bulk-power system to assess certain geomagnetic disturbance events
and develop and implement plans to protect the bulk-power system from those events. This proposal was filed by NERC
with FERC for approval by January 22, 2015 and is pending consideration by FERC. The Registrants may be required to
make significant expenditures in new equipment or modifications to their facilities to comply with the new requirements.
The Registrants are unable to predict the amount of any expenditures that may be required as a result of the adoption of any
Reliability Standards for geomagnetic disturbances.

Environmental Matters - Domestic
(All Registrants)

Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to
modify, curtail, replace or cease operation of certain facilities or performance of certain operations to comply with statutes,
regulations and other requirements of regulatory bodies or courts. In addition, legal challenges to new environmental permits
or rules add to the uncertainty of estimating the future cost of these permits and rules,

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

Air
CSAPR

The EPA's CSAPR addresses the interstate transport of fine particulates and ozone by regulating emissicns of sulfur dioxide
and nitrogen oxide. In accordance with an October 2014 U.S. Court of Appeals decision, CSAPR establishes interstate
allowance trading programs for sulfur dioxide and nitrogen oxide emissions from fossil-fueled plants in two phases: Phase 1
commenced in January 2015 and Phase 2 commences in 2017. Sulfur dioxide emissions are subject to an annual trading
program and nitrogen oxide emissions are subject to annual and ozone season programs. Oral arguments pertaining to
outstanding challenges to the EPA's CSAPR were heard before the D.C. Circuit Court during February 2015.

Although PPL, LKE, LG&E and KU do not anticipate significant costs to comply with these programs, changes in market or
operating conditions could result in impacts that are higher than anticipated.

National Ambient Air Quality Standards

In 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As a result, states in the ozone transport
region {OTR), including Pennsylvania, are required by the Clean Air Act to impose additional reductions in nitrogen oxide
emissions based upon reasonably available control technologies (RACT). The PADEP is expected to finalize a RACT rule in
2015 requiring some fossil-fueled plants to operate at more stringent nitrogen oxide emission rates. The EPA proposed to
further strengthen the ozone standard in November 2014, which could lead to further nitrogen oxide reductions, for PPL's
fossil-fueled plants within the OTR. The EPA is under court order to finalize the standard by October 1, 2015. States are
also obligated to address interstate transport issues associated with new ozone standards through the establishment of "good
neighbor” state implementation plans for those states that are found to contribute significantly to another states’ non-
attainment. In January 2015, the EPA issued a policy memo to state agencies to facilitate the development of these plans for
the 2008 standard, including modeling data defining state contributions. The implementation of such plans could have an
impact on the structure and stringency of CSAPR Phase 2 reductions (discussed above), or it could lead to the development
of a new ozone transport rule. Non-OTR states, including Kentucky, are working together to evaluate further nitrogen oxide
reductions from fossil-fueled plants with SCRs. The nature and timing of any additional reductions resulting from these
evaluations cannot be determined at this time.

In 2010, the EPA finalized a new National Ambient Air Quality Standard for sulfur dioxide and required states to identify
areas that meet those standards and areas that are in "non-attainment”. In July 2013, the EPA finalized non-attainment
designations for parts of the country, including part of Yellowstone County in Montana (Billings area) and part of Jefferson
County in Kentucky. Attainment must be achieved by 2018. Pursuant to a consent decree between the EPA and Sierra Club
approved on March 2, 2015, states are working to finalize designations for other areas by the 2017 or 2020 deadline
depending on which designation methodology is used. PPL, LKE, LG&E and KU anticipate that some of the measures
required for compliance with the CSAPR (as discussed above), or the MATS, or the Regional Haze Rules (as discussed
below), such as upgraded or new sulfur dioxide scrubbers at certain plants and, in the case of LG&E and KU, the previously
announced retirement of coal-fired generating units at the Cane Run, Green River and Tyrone plants, will help to achieve
compliance with the new sulfur dioxide standard. If additional reductions were to be required, the financial impact could be
significant. The short-term impact on the Corette plant from the EPA's final designation of part of Yellowstone County in
Montana as non-attainment (as noted above) is not expected to be significant, as the operations were suspended and the plant
was retired in March 2015. In addition, MDEQ recently submitted a request to the EPA for a determination that this area is
in attainment. If the EPA agrees with this request, then the deadlines associated with non-attainment would be suspended.

In December 2012, the EPA issued final rules that tighten the annual National Ambient Air Quality Standard for fine
particulates. The rules were challenged by industry groups, and in May 2014 the D.C. Circuit Court upheld them. On
January 15, 2015, the EPA published a final rule establishing area designations under the standard. Non-attainment areas in
Pennsylvania and Kentucky were identified; however, EPA recently approved state implementation plan revisions for both
states that improved these classifications. PPL Energy Supply, LG&E and KU plants in Pennsylvania and Kentucky will not
be expected to make further reductions towards achieving attainment.

Until final rules are promulgated, non-attainment designations are finalized and state compliance plans are developed, PPL,

LKE, LG&E and KU cannot predict the ultimate outcome of the new National Ambient Air Quality standards for ozone,
sulfur dioxide and particulate matter.
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MATS

In February 2012, the EPA finalized the MATS rule requiring reductions of mercury and other hazardous air pollutants from
fossil-fuel fired power plants, known as the MATS, with an effective date of April 16, 2012. The rule was challenged by
industry groups and states and was upheld by the D.C. Circuit Court in April 2014. A group of states subsequently petitioned
the U.S. Supreme Court to review this decision and on March 25, 2015, oral arguments were heard as to one issue - whether
or not EPA unreasonably refused to consider costs when determining whether the MATS regulation was appropriate and
necessary. A U.S. Supreme Court decision is expected by JTune 30, 2015. The rule provides for a three-year compliance
deadline with the potential for one- and two-year extensions as provided under the statute. PPL, LKE, LG&E and K1) have
completed installation or upgrading of relevant environmental controls at-affected plants or have received compliance
extensions, as applicable.

At the time the MATS rule was proposed, LG&E and KU filed requests with the KPSC for environmental cost recovery
based on their expected need to install environmental controls including chemical additive and fabric-filter baghouses to
remove air pollutants. Recovery of the cost of certain controls was granted by the KPSC in December 2011. LG&E's March
2015 retirement of one coal-fired generating unit at Cane Run and LG&E's and KU's anticipated retirement of remaining
coal-fired electricity generating units located at Cane Run and Green River in 2015 and 2016 are in response to MATS and
other environmental regulations. The retirement of these units is not expected to have a material impact on the financial
condition or results of operations of PPL, LKE, LG&E or KU.

PPL believes that installation of chemical additive systems and other controls may be necessary at certain coal-fired plants in
Pennsylvania, the capital cost of which is not expected to be significant. PPL continues to analyze the potential impact of
MATS on operating costs. With respect to PPL's Montana plants, modifications to the air pollution controls installed at
Colstrip are required, the cost of which is not expected to be significant. Operations were suspended and the Corette plant
was retired in March 2015 due to expected market conditions and the costs to comply with the MATS requirements.

PPL, LKE, LG&E and KU are conducting in-depth reviews of the EPA's amendments to the final rule and certain proposed
corrections, none of which are currently expected to be significant.

Regional Haze and Visibility

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

The primary power plant emissions affecting visibility are sulfur dioxide, nitrogen oxides and particulates. To date, the focus
of regional haze regulation has been the western U.S. As for the eastern U.S., the EPA had determined that region-wide
reductions under the CSAPR. trading program could, in most instances, be utilized under state programs to satisfy BART
requirements for sulfur dioxide and nitrogen oxides. However, the EPA's determination is being challenged by
environmental groups and others.

LGé&E's Mill Creek Units 3 and 4 are required to reduce sulfuric acid mist emissions because they were determined to have a
significant regional haze impact. These reductions are required in the regional haze state implementation plan that the
Kentucky Division for Air Quality submitted to the EPA., LG&E is currently installing sorbent injection technology to
comply with these reductions, the costs of which are not expected to be significant.

In Montana, the EPA Region 8 developed the regional haze plan as the MDEQ declined to do so. The EPA finalized the
Federal Implementation Plan (FIP) for Montana in September 2012. The final FIP assumed no additional controls for Corette
or Colstrip Units 3 and 4, but proposed stricter limits for Corette and Colstrip Units 1 and 2. PPL Energy Supply was
meeting these stricter permit limits at Corette without any significant changes to operations, although other requirements
have led to the suspension of operations and the retirement of Corette in March 2015 (see "MATS" discussion above). Under
the final FIP, Colstrip Units 1 and 2 may require additional controls, including the possible installation of an SNCR and other
technelogy, to meet more stringent nitrogen oxides and sulfur dioxide limits. The cost of these potential additional controls,
if required, could be significant. Both PPL and environmental groups have appealed the final FIP to the U.S. Court of
Appeals for the Ninth Circuit, oral argument was heard in May 2014, and the parties are awaiting a decision.

New Source Review (NSR)

The EPA has continued its NSR enforcement efforts targeting coal-fired generating plants. The EPA has asserted that
medification of these plants has increased their emissions and, consequently, that they are subject to stringent NSR
requirements under the Clean Air Act. PPL, LKE, LG&E and KU received various EPA information requests in 2007 and
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2009, but have received no further communications from the EPA related to those requests since providing their responses.
In January 2009, PPL and other companies that own or operate the Keystone plant in Pennsylvania received a notice of
violation from the EPA alleging that certain projects were undertaken without proper NSR compliance. The companies
responded to the EPA and the matter remains open. In May and November 2012, PPL. Montana received information
requests from the EPA regarding projects undertaken during a Spring 2012 maintenance outage at Colstrip Unit 1. The EPA
requests remain an open matter. In September 2012, PPL Montana received an information request from the MDEQ
regarding Colstrip Unit 1 and other projects. MDEQ formally suspended this request on June 6, 2014 in consideration of
pending litigation (see "Legal Matters - Sierra Club Litigation" above). PPL, LKE, LG&E and KU cannot predict the
outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

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

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

Trimbie County Unit 2 Air Permit (PPL, LKE, LG&E and KU)

The Sierra Club and other environmental groups petitioned the Kentucky Environmental and Public Protection Cabinet to
overturn the air permit issued for the Trimble County Unit 2 baseload coal-fired generating unit, but the agency upheld the
permit in an order issued in September 2007. In response to subsequent petitions by environmental groups, the EPA ordered
certain non-material changes to the permit which, in January 2010, were incorporated into a final revised permit issued by the
Kentucky Division for Air Quality. In March 2010, the environmental groups petitioned the EPA to object to the revised
state permit. Until the EPA issues a final ruling on the pending petition and all available appeals are exhausted, PPL, LKE,
LG&E and KU cannot predict the outcome of this matter or the potential impact on plant operations, including increased
capital costs, if any.

Climate Change
{All Registrants)

As a result of the April 2007 U.S. Supreme Court decision that the EPA has authority under the Clean Air Act to regulate
carbon dioxide emissions from new motor vehicles, in April 2010 the EPA and the U.S. Department of Transportation issued
new light-duty vehicle emissions standards that applied beginning with 2012 model year vehicles. The EPA also clarified
that this standard, beginning in 2011, authorized regulation of carbon dioxide emissions from stationary sources under the
NSR and Title V operating permit provisions of the Clean Air Act. The EPA's rules were challenged in court and on June 23,
2014, the U.S. Supreme Court ruled that the EPA has the authority to regulate carbon dioxide emissions under these
provisions of the Clean Air Act but only for stationary sources that would otherwise have been subject to these provisions
due to significant increases in emissions of other pollutants. As a result, any new sources or major modifications to an
existing GHG source causing a net significant increase in carbon dioxide emissions must comply with BACT permit limits
for carbon dioxide if it would otherwise be subject to BACT or lowest achievable emissions rate limits due to significant
increases in other pollutants.

In June 2013, President Obama released his Climate Action Plan that reiterates the goal of reducing GHG emissions in the
U.S. "in the range of" 17% below 2005 levels by 2020 through such actions as regulating power plant emissions, promoting
increased use of renewables and clean energy technology, and establishing more restrictive energy efficiency standards.
Additionally, the Climate Action Plan calls for the U.S. to prepare for the impacts of climate change. Requirements related to
this Plan could affect the Registrants and others in the industry as modifications may be needed to electricity delivery

systems to improve the ability to withstand major storms in order to meet those requirements. As further described below,
the EPA has proposed rules pursvant to this directive, which it expects to finalize in the second or third quarter of 2015. The
EPA has also announced that it will develop a federal implementation plan which would apply to any states that fail to submit
an acceptable state implementation plan. The EPA's authority to promulgate these regulations under Section 111 of the Clean
Air Act when the sources are already regulated under Section 112 is under challenge in the D.C. Circuit Court. Oral
arguments were heard on April 16, 2015.

In January 2014, the EPA issued a revised proposal to regulate carbon dioxide emissions from new power plants. The
revised proposal calls for separate emission standards for coal and gas units based on the application of different
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technologies. The coal standard is based on the application of partial carbon capture and sequestration technology. but
because this technology is not presently commercially available, the revised proposal effectively precludes the construction
of new coal-fired plants. The standard for NGCC power plants is the same as the EPA proposed in 2012 and is not
continuously achievable. The preclusion of new coal-fired plants and the compliance difficulties posed for new gas-fired
plants could have a significant industry-wide impact.

In June 2014, the EPA issued proposed regulations addressing carbon dioxide emissions from existing power plants. The
existing plant proposal contains state-specific rate-based reduction goals and guidelines for the development. submission and
implementation of state plans to achieve the state goals. State-specific goals were calculated from 2012 data by applying
EPA's broad interpretation and definition of the Best System of Emission Reduction resulting in stringent targets to be met in
two phases (2020-2029 and 2030 and beyond). The EPA believes it has offered some flexibility to the states as to how state
compliance plans can be crafted, including the option to demonstrate compliance on a mass basis and through multi-state
collaborations. The EPA is also proposing potential state plan extensions based on the type of plan filed (single or multi
state). PPL has analyzed the proposal and identified potential impacts and solutions in comments filed on December 1, 2014.
PPL also submitted Supplemental Comments to FERC through EEIL advocating for reliability coordination and relief in
response to technical conferences hosted by FERC on the reliability implications of implementing this rule. The regulation
of carbon dioxide emissions from existing power plants could have a significant industry-wide impact depending on the
structure and stringency of the final rule and state implementation plans.

In June 2014, the EPA also proposed a regulation addressing carbon dioxide emissions from existing power plants that are
modified or reconstructed. The Registrants, however, do not expect a significant impact from this rulemaking as there are no
plans to modify or reconstruct their existing plants in a manner that would trigger the proposed requirements.

(PPL)

Based on the stringent GHG reduction requirements in the EPA's proposed rule for existing plants, and based on information
gained from public input, the PADEP is no longer expecting to achieve all required GHG reductions by solely increasing
efficiency at existing fossil-fuel plants and/or reducing their generation as set forth in the PADEP's April 10, 2014 white
paper. In October 2014, the Governor of Pennsylvania signed into law Act 175 of 2014, requiring the PADEP to obtain
General Assembly approval of any state plan addressing GHG emissions under the EPA's GHG rules for existing plants. The
law includes provisions to minimize the exposure to a federal implementation plan due to legislative delay.

The MDEQ), at the request of the Governor of Montana, has issued a white paper outlining possible regulatory scenarios to
implement the EPA's proposed GHG rule for existing plants, including a combination of increasing energy efficiency at coal-
fired plants, adding more low- and zero-carbon generation, and carbon sequestration at Colstrip. The white paper was made
public in September 2014 and the MDEQ has held public meetings to present the white paper and gather comments.
Legislation drafted to require legislative approval of any related plan formulated by MDEQ was tabled.

(PPL, LKE, LG&E and KU)

In April 2014, the Kentucky General Assembly passed legislation which limits the measures that the Kentucky Energy and
Environment Cabinet may consider in setting performance standards to comply with the EPA's regulations governing GHG
emissions from existing sources. The legislation provides that such state GHG performance standards shall be based on
emission reductions, efficiency measures, and other improvements available at each power plant, rather than renewable
energy, end-use energy efficiency, fuel switching and re-dispatch. These statutory restrictions may make it more difficult for
Kentucky to achieve the GHG reduction levels which the EPA has proposed for Kentucky.

(All Registrants except PPL Electric)

A number of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against
various companies with GHG emitting plants and, although the decided cases to date have not sustained claims brought on
the basis of these theories of liability, the law remains unsettled on these claims. In September 2009, the U.S. Court of
Appeals for the Second Circuit in the case of AEP v. Connecticut reversed a federal district court’s decision and ruled that
several states and public interest groups, as well as the City of New York, could sue five electric utility companies under
federal common law for allegedly causing a public nuisance as a result of their emissions of GHGs. In June 2011, the U.S.
Supreme Court overturned the Second Circuit and held that such federal common law claims were displaced by the Clean Air
Act and regulatory actions of the EPA. In addition, in Comer v. Murphy Oil (Comer case), the U.S. Court of Appeals for the
Fifth Circuit (Fifth Circuit) declined to overturn a district court ruling that plaintiffs did not have standing to pursue state
common law claims against companies that emit GHGs. The complaint in the Comer case named the previous indirect parent
of LKE as a defendant based upon emissions from the Kentucky plants. In January 2011, the U.S. Supreme Court denied a
petition to reverse the Fifth Circuit's ruling. In May 2011, the plaintiffs in the Comer case filed a substantially similar
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complaint in federal district court in Mississippi against 87 companies, including KU and three other indirect subsidiaries of
LKE, under a Mississippi statute that allows the re-filing of an action in certain circumstances. In March 2012, the
Mississippi federal district court granted defendants’ motions to dismiss the state common law claims. Plaintiffs appealed to
the 1.8, Court of Appeals for the Fifth Circuit, and in May 2013, the Fifth Circuit affirmed the district court’s dismissal of the
case. Additional litigation in federal and state courts over such issues is continuing. The Registrants cannot predict the
outcome of these lawsuits or estimate a range of reasonably possible losses, if any.

Renewable Energy Legislation
(PPL and PPL Electric)

In Pennsylvania, House Bill 100 was introduced in February 2015, proposing to increase AEPS solar and Tier 1 targets. A
similar bill is in the process of being introduced in the Senate (no bill number is available at this time). PPL and PPL Electric
cannot predict the cutcome of this legislative effort.

(PPL)

In New Jersey, a bill (§-1475) has been introduced to increase the current Renewable Portfolio Standard (RPS) to 30% from
Class I sources by 2020. The chairman of the Senate Environmental Committee convened a workgroup to look at further
changes to New Jersey's RPS law to enable New Jersey to meet emissions goals established in the state’s Global Warming
Response Act. A bill (S-2444) was subsequently introduced to mandate that 80% of New Jersey's electricity be generated
from renewable resources by 2050. PPL cannot predict the outcome of this legislation.

(All Registrants)

The Registrants believe there are financial, regulatory and operational uncertainties related to the implementation of
renewable energy mandates that will need to be resolved before the impact of such requirements on them can be estimated.
Such uncertainties, among others, include the need to provide back-up supply to augment intermittent renewable generation,
potential generation over-supply and downward pressure on energy prices that could result from such renewable generation
and back-up, impacts to PJM's capacity market and the need for substantial changes to transmission and distribution systems
to accommodate renewable energy sources. These uncertainties are not directly addressed by proposed legislation. PPL
cannot predict the effect on their competitive plants' future competitive position, results of operation, cash flows and financiai
position of renewable energy mandates that may be adopted, although the costs to implement and comply with any such
requirements could be significant.

Water/\Waste
(All Registrants except PPL Electric)
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 will become effective on October 14, 2015, It imposes extensive new requirements, including
location restrictions, design and operating standards, groundwater monitoring and corrective action requircments and closure
and post-closure care requirements on CCR impoundments and landfills that are located on active power plants and not
closed. Under the rule, the EPA will regulate CCRs as non-hazardous under Subtitle D of RCRA and allow beneficial use of
CCRs, with some restrictions. This self-implementing rule requires posting of compliance documentation on a publicly
accessible website and is enforceable through citizen suits. PPL expects that its plants using surface impoundments for
management and disposal of CCRs or the past management of CCRs and continued use to manage waste waters will be most
impacted by this rule. The rule's requirements for covered CCR impoundments and landfills include commencement or
completion of closure activities generally between three and ten years from certain triggering events. PPL, LKE, LG&E and
KU also anticipate incurring capital or operation and maintenance costs prior to that time to address other provisions of the
rule, such as groundwater monitoring and disposal facility modifications, or to implement various compliance strategies.

PPL, LKE, LG&E and KU are reviewing the rule and are still evaluating its financial and operational impact. It is expected
that these requirements will result in increases to existing AROs which will be recorded in the second quarter of 2015. PPL,
LKE, LG&E and KU are not yet able to determine an estimate of the expected increases to the existing AROs. PPL, LKE,
LG&E and KU believe relevant costs relating to this rule are subject to future rate recovery before the respective state
regulatory agencies, or the FERC, as applicable.
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Effluent Limitations Guidelines (ELGs) and Standards

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewater permits. The proposed limitations are based on the EPA review of available treatment technologies and their
capacity for reducing pollutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well as new limits for scrubber wastewater and landfill leachate. The EPA's proposed ELG regulations
contain requirements that would affect the inspection and operation of CCR facilities if finalized as proposed. The proposal
contains alternative approaches, some of which could significantly impact PPL's, PPL Energy Supply's, LKE's, LG&E's and
KU's coal-fired plants. The final regulation is expected to be issued by the third or fourth quarter of 2015. At the present
time, PPL, LKE, LG&E and KU are unable 1o predict the outcome of this matter or estimate a range of reasonably possible
costs, but the costs could be significant. Pending finalization of the ELGs, certain states (including Pennsylvania and
Kentucky) and environmental groups are proposing more stringent technology-based limits in permit renewals. Depending
on the final limits imposed, the costs of compliance could be significant and costs could be imposed ahead of federal
timelines.

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

In May 2011, LG&E submitted an application for a special waste landfill permit to handle CCRs generated at the Trimble
County plant. In May 2013, the Kentucky Division of Waste Management denied the permit application on the grounds that
the proposed facility would violate the Kentucky Cave Protection Act because it would eliminate an on-site karst feature
considered to be a cave. In January 2014, LG&E submitted to the Kentucky Division of Waste Management a landfill permit
application for an alternate site adjacent to the plant. LG&E has also applied for other necessary regulatory approvals
including a dredge and fill permit from the U.S. Army Corps of Engineers, in which proceeding the EPA or the public have
submitted certain comments to which LG&E and KU are responding. PPL, LKE, LG&E and KU are unable to determine the
potential impact of this matter until all permits are issued and any resulting legal challenges are concluded.

Seepages and Groundwater Infiltration - Pennsylvania, Montana and Kentucky
(All Registrants except PPL Electric)

Seepages or groundwater infiltration have been detected at active and retired wastewater basins and landfills at various PPL,
PPL Energy Supply, LKE, LG&E and KU plants. PPL, LKE, LG&E and KU have completed or are completing assessments
of seepages or groundwater infiltration at various facilities and have completed or are working with agencies to respond to
notices of violations and implement assessment or abatement measures, where required or applicable. A range of reasonably
possible losses cannot currently be estimated.

(PPL)

In August 2012, PPL Montana entered into an Administrative Order on Consent (AOC) with the MDEQ which establishes a
comprehensive process to investigate and remediate groundwater seepage impacts related to the wastewater facilities at the
Colstrip power plant. The AOC requires that within five years, PPL Montana provide financial assurance to the MDEQ for
the costs associated with closure and future monitoring of the waste-water treatment facilities. PPL Montana cannot predict
at this time if the actions required under the AOC will create the need to adjust the existing ARO related to this facility.

In September 2012, Earthjustice filed an affidavit pursuant to Montana's Major Facility Siting Act (MFSA) that sought
review of the AOC by Montana's Board of Environmental Review (BER) on behalf of the Sierra Club, the MEIC and the
National Wildlife Federation. In September 2012, PPL Montana filed an election with the BER to have this proceeding
conducted in Montana state district court as contemplated by the MFSA. In October 2012, Earthjustice filed a petition for
review of the AOC in the Montana state district court in Rosebud County. This matter was stayed in December 2012, In
April 2014, Earthjustice filed a motion for leave to amend the petition for review and to lift the stay which was granted by the
court in May 2014. PPL Montana and the MDEQ responded to the amended petition and filed partial motions to dismiss in
July 2014, which were both denied in October 2014. Discovery is ongoing, and a bench trial is set for April 2016.

Clean Water Act 316(b) (All Registrants except PPL Electric)

The EPA's final 316(b) rule for existing facilities became effective in October 2014, and regulates cooling water intake
structures and their impact on aquatic organisms. States are allowed considerable authority to make site-specific
determinations under the rule. The rule requires existing facilities to choose between several options to reduce the impact to
aquatic organisms that become trapped against water intake screens (impingement) and to determine the intake structure's
impact on aquatic organisms pulled through a plant's cooling water system (entrainment). Plants already equipped with
closed-cycle cooling, an acceptable option, would likely not incur substantial costs. Once-through systems would likely
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require additional technology to comply with the rule. Mill Creek Unit 1 and Brunner Island (all units) are the only units
expected to be impacted. PPL, LKE, LG&E and KU are evaluating compliance strategies but do not presently expect the
compliance costs to be material.

{All Registrants)
Waters of the United States (WOTUS)

In April 2014, the EPA and the U.S. Army Corps of Engineers (Army Corps) published a proposed rule defining WOTUS
that could greatly expand the federal government's interpretation of what constitutes WOTUS subject to regulation under the
Clean Water Act. If the definition is expanded as proposed by the EPA and the Army Corps, permits and other regulatory
requirements may be imposed for many matters presently not covered (including vegetation management for transmission
lines and activities affecting storm water conveyances and wetlands), the implications of which could be significant. The
EPA plans to make certain changes to the proposed regulation based on comments received. The U.S. House and Senate are
considering legislation to block this regulation. Until a final rule is issued, the Registrants cannot predict the outcome of the
pending rulemaking. A final rule is expected by summer 2015.

Other Issues

The EPA is reassessing its polychlorinated biphenyls (PCB) regulations under the Toxic Substance Contro} Act, which
currently allow certain PCB articles to remain in use. In April 2010, the EPA issued an Advanced Notice of Proposed
Rulemaking for changes to these regulations. This rulemaking could lead to a phase-out of all or some PCB-containing
equipment. The EPA is planning to propose the revised regulations in 2015. PCBs are found, in varying degrees, in all of
the Registrants' operations. The Registrants cannot predict at this time the outcome of these proposed EPA regulations and
what impact, if any, they would have on their facilities, but the costs could be significant.

(PPL)

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

(PPL, LKE, LG&E and KU)

In May 2010, the Kentucky Waterways Alliance and other environmental groups filed a petition with the Kentucky Energy
and Environment Cabinet challenging the Kentucky Pollutant Discharge Elimination System permit issued in April 2010,
which covers water discharges from the Trimble County plant. In November 2010, the Cabinet issued a final order
upholding the permit. In December 2010, the environmental groups appealed the order to the Trimble Circuit Court, but the
case was subsequently transferred to the Franklin Circuit Court. In September 2013, the court reversed the Cabinet order
upholding the permit and remanded the permit to the agency for further proceedings. In October 2013, LG&E filed a notice
of appeal with the Kentucky Court of Appeals. In February 2015, oral arguments occurred in the appellate proceeding. PPL,
LKE, LG&E and KU are unable to predict the outcome of this matter or estimate a range of reasonably possible losses, if
any.

Superfund and Other Remediation (All Registrants)

PPL Electric is potentially responsible for costs at several sites listed by the EPA under the federal Superfund program,
including the Columbia Gas Plant site, the Metal Bank site, the Brodhead site and the Ward Transformer site. Clean-up
actions have been or are being undertaken at all of these sites, the costs of which have not been significant to PPL Electric.
However, should the EPA require different or additional measures in the future, or should PPL Electric's share of costs at
multi-party sites increase substantially more than currently expected, the costs could be significant.

PPL Electric, LG&E and KU are remediating, have completed the remediation of, or are responding to agency inquiries
regarding several sites that were not addressed under a regulatory program such as Superfund, but for which PPL Electric,
LG&E and KU may be liable for remediation. These include a number of former coal gas manufacturing plants in
Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or affiliates of PPL Electric,
LG&E and KU. To date, the costs of these sites have not been si gnificant. There are additional sites, formerly owned or
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operated by PPL Electric, LG&E and KU predecessors or affiliates, for which PPL Electric, LG&E and KU lack information
on current site conditions and are therefore unable to predict what, if any, potential liability they may have.

Depending on the outcome of investigations at sites where investigations have not begun or been completed or developments
at sites for which PPL Electric, LG&E and KU currently lack information, the costs of remediation and other liabilities could
be material. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a range of reasonably possible losses, if any, related to
these matters.

The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of
coal gas manufacturing. As a result of the EPA's evaluation, individual states may establish stricter standards for water
quality and soil cleanup. This could require several PPL subsidiaries to take more extensive assessment and remedial actions
at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a range of reasonably
possible losses, if any, related to these matters,

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

Environmental Matters - WPD (PPL)

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

Other

Nuclear Insurance (PPL)

The Price-Anderson Act is a United States Federal law governing liability-related issues and ensures the availability of funds for
public Hability claims arising frorn an incident at any U.S. licensed nuclear facility. It also seeks to limit the liability of nuclear
reactor owners for such claims from any single incident. At March 31, 2015, the liability limit per incident is $13.6 billion for
such claims which is funded by insurance coverage from American Nuclear Insurers and an industry assessment program.

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

Additionally, PPL Susquehanna purchases property insurance programs from NEIL, an industry mutual insurance company of
which PPL Susquehanna is a member. At March 31, 2015, facilities at the Susquehanna plant are insured against property
damage losses up to $2.0 billion. PPL Susquehanna also purchases an insurance program that provides coverage for the cost of
replacement power during prolonged outages of nuclear units cansed by certain specified conditions.

Under the NEIL property and replacement power insurance programs, PPL Susquehanna could be assessed retrospective
premiums in the event of the insurers’ adverse loss experience, This maximum assessment is $46 million at March 31, 2013.
Effective April 1, 2015, this maximum assessment increased to $55 million. PPL Energy Supply has additional coverage that,
under certain conditions, may reduce this exposure,

Guarantees and Other Assurances

(All Registrants)

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

PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.

(All Registrants)

The table below details guarantees provided as of March 31, 2015. "Exposure” represents the estimated maximum potential
amount of future payments that could be required to be made under the guarantee. The probability of expected
payment/performance under each of these guarantees is remote except for "WPD guarantee of pension and other obligations
of unconsolidated entities", "Indemnification for sales of assets” and "Indemnification of lease termination and other
divestitures." -The total recorded liability at March 31, 2015 and December 31, 2014, was $37 million and $38 million for
PPL and $19 million for LKE for both periods. For reporting purposes, on a consolidated basis, all guarantees of PPL
Electric, LKE, LG&E and KU also apply to PPL, and all guarantees of LG&E and KU also apply to LKE.

Exposure at Expiration

March 31, 2015 Date
PPL
Indemnifications related to the WPD Midlands acquisition (a)
WPD indemnifications for entities in liquidation and sales of assets 3 11 () 2018
WPD guarantee of penston and other obligations of unconsolidated entities 114 {c)
Indemnifications for sales of assets 1,150 {d) 2016 - 2025
PPL Electric
Guarantee of inventory value 32 (e) 2017
LKE
Indemnification of lease termination and other divestitures 30 () 2021 - 2023
LG&E and KU
LG&E and KU guarantee of shortfall related to OVEC ()
(a) Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller

®)

()

(@

(e)
n

that were transferred to WPD Midlands in connection with the acquisition. A cross indemnity has been received from the seller on the tax issue. The
maximum exposure and expiration of these indemnifications cannot be estimated because the maximum potential liability is not capped and the
expiration date is not specified in the transaction documents.

Indemnification 1a the liquidators and certain others for existing liabilities or expenses or liabilities arising during the liguidation 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
in the agreements. The indemnifications generally expire two to seven years subsequent to the date of dissolution of the entities. The exposure noted
only includes those cases where the agreements provide for specific limits.

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

Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating
members. Costs are allocated to the members and can be reallocated if an existing member becomes insolvent. At March 31, 2015, WPD has recorded
an estimated discounted liability for which the expected payment/performance is probable. Neither the expiration date nor the maximum amount of
potential payments for certain obligations is explicitly stated in the related agreements, and as a result, the exposure has been estimated.
Indemnifications are governed by the specific sales agreement and include breach of the representations, warranties and covenants, and liabilities for
certain other matters. The maximum exposure with respect to certain indemnnifications and the expiration of the indemnifications cannot be estimated
because the maximum potential liability is not capped by the transaction documents and the expiration date is based on the applicable statute of
limitations, The exposure and expiration date noted js based on those cases in which the agreements provide for specific limits. The exposure at
March 31, 2015 incledes amounts related to the sale of the Montana Hydroelectric facilities. See Note 8 for additional information related to the sale.
A third party logistics firm provides inventery procurement and fulfillment services. The logistics firm has title to the inventory, however, upon
termination of the contracts, PPL Electric has guaranteed to purchase any remaining inventory that has not been used or sold.

LKE provides certain indemnifications, the most significant of which relate to the termination of the WKE lease in July 2009. These guarantees cover
the due and punctual payment, performance and discharge by each party of its respective present and future obligations, The most comprehensive of
these WKE-related guarantecs is the LKE guarantee covering operational, regulatory and environmental commitments and indemnifications made by
WKE under the WKE Transaction Termination Agreement, This guarantee has a term of 12 years ending July 2021, and a cumulative maximum
exposure of $200 million. Certain items such as government fines and penalties fall outside the cumulative cap. Another WKE-related LLKE guarantee
covers other indemnifications, has a term expiring in 2023, and a maximum exposure of $100 million. In May 2012, LKE's indemnitee received an
unfavorable arbitration panel's decision interpreting this matter, which granted LKE's indemnitee certain rights of first refusal to purchase excess power
at a market-based price rather than at an absolute fixed price. In January 2013, LKE's indemnitee commenced a proceeding in the Kentucky Coutt of
Appeals appealing a December 2012 order of the Henderson Circuit Court, confirming the arbitration award. In May 2014, the Court of Appeals
issued an opinion affirming the lower court decision. LKE's indemnitee filed a Motion for Discretionary Review with the Kentucky Supreme Court in
October 2014. LKE believes its indemnification obligations in this matter remain subject to various uncertainties, including potential for additional
legal challenges regarding the arbitration decision as well as future prices, availability and demand for the subject excess power. LKE continues to
evaluate various legal and commercial options with respect to this indemnification matter, The ultimate outcomes of the WKE termination-related
indemnifications cannot be predicted at this time. Additionally, LKE has indemnified various third parties related to historical obligations for other
divested subsidiaries and affiliates. The indemnifications vary by entity and the maximum exposures range from being capped at the sale price to no
specified maximum; LKE could be required to perform on these indemnifications in the event of covered losses or liabilitics being claimed by an
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indemnified party. However, LKE is not aware of formal claims under such indemnities made by any party at this time. LKE cannot predict the
ultimate outcomes of indemnification circumstances, but does not currently expect such cutcomes to result in significant losses above the amounts
recorded.

() Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and
decommissioning costs, as well as any shortfall from amounts currently included within a demand charge designed and currently expected to cover
these costs over the term of the contract. The maximum exposure and the expiration date of these potential obligations are not presently determinable.
See "Energy Purchase Commitments” and "Guarantees and Other Assurances” in Note 13 in PPL's, LKE's, LG&E's and KU's 2014 Form 10-K for
additional information on the OVEC power purchase contract,

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business.
These guarantees are primarily in the form of indemnification or warranties related to services or equipment and vary in
duration. The amounts of these guarantees often are not explicitly stated, and the overall maximum amount of the obligation
under such guarantees cannot be reasonably estimated. Historically, no significant payments have been made with respect to
these types of guarantees and the probability of payment/performance under these guarantees is remote.

PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for
bodily injury and property damage. The coverage provides maximum aggregate coverage of $225 million. This insurance
may be applicable to obligations under certain of these contractual arrangements.

11. Related Party Transactions
PLR Contracts/Purchase of Accounts Receivable (PPL Electric)

PPL Electric holds competitive solicitations for PLR generation supply. PPL EnergyPlus has been awarded a portion of the
PLR generation supply through these competitive solicitations. The purchases from PPL EnergyPlus are included in PPL
Electric's Statements of Income as "Energy purchases from affiliate".

Under the standard Default Service Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers
to post collateral once credit exposures exceed defined credit limits. PPL EnergyPlus is required to post collateral with PPL
Electric when: (a) the market price of electricity to be delivered by PPL EnergyPlus exceeds the contract price for the
forecasted quantity of electricity to be delivered; and (b) this market price exposure exceeds a contractual credit limit. PPL
EnergyPlus does not have an established credit limit. At March 31, 2015, PPL EnergyPlus was not required to post
collateral. In no instance is PPL Electric required to post collateral to suppliers under these supply contracts.

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

Support Costs (All Registrants except PPL)

PPL Services and LKS provide their respective PPL and LKE subsidiaries with administrative, management and support
services. In 2015, PPL EU Services was formed 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 functions.
For all service companies, the costs of these services are charged to the respective recipients as direct support costs. General
costs that cannot be directly attributed to a specific entity are allocated and charged to the respective 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. LKS bases its
indirect allocations on the subsidiaries' number of employees, total assets, revenues, number of customers and/or other
statistical information, PPL Services, PPL EU Services and LKS charged the following amounts for the periods ended
March 31, and believe these amounts are reasonable, including amounts applied to accounts that are further distributed
between capital and expense.

Three Months
2015 2014
PPL Electric from PPL Services 3 30 3 41
LKE from PPL Services 4 4
PPL Electric from PPL EU Services 15
LG&E from LKS 51 48
KU from LKS 56 53

LG&E and KU also provide services to each other and to LKS. Billings between LG&E and KU relate 1o labor and
overheads associated with union and hourly employees performing work for the other company, charges related to jointly-

owned generating units and other miscellaneous charges. Tax settlements between LKE and LG&E and LKE and KU are
reimbursed through LKS.
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Intercompany Borrowings (LKE)

LKE maintains a $225 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow
funds on a short-term basis at market-based rates. At March 31, 2015 and December 31, 2014, $40 and $41 million were
outstanding and were reflected in "Notes payable with affiliates” on the consolidated Balance Sheets. The interest rate on
borrowings is equal to one-month LIBOR plus a spread. The interest rates on the outstanding borrowing at March 31, 2015
and December 31, 2014 were 1.67% and 1.65%. Interest on the revolving line of credit was not significant for the three
months ended March 31, 2015 and 2014.

Intercompany Derivatives (LKE, LG&E and KU)

Periodically, LG&E and KU enter into forward-starting interest rate swaps with PPL. These hedging instruments have terms
identical to forward-starting swaps entered into by PPL with third parties. See Note 14 for additional information on
intercompany derivatives.

Other (PPL Electric, LG&E and KU)

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

12. Other Income (Expense) - het

(PFPL)

The components of "Other Income (Expense) - net” for the periods ended March 31 were:

Three Months
2015 2014

Other Income

Earnings on securities in NDT funds $ 7 3% 6

Interest income 1 1

AFUDC - equity component 4 3

Miscellanecus 5 2

Total Other Income 17 12
Other Expense

Economic foreign currency exchange contracts (Note 14) (88) 24

Charitable contributions 5 7

Spinoff of PPL Energy Supply transaction costs {(Note 8) 2

Miscellaneous . 3 4

Total Other Expense (78) 35
Other Income (Expense) - net b 95 3 (23)

(All Registrants except PPL)

The components of "Other Income (Expense) - net” for the three months ended March 31, 2015 and 2014 for PPL Electric,
LKE, LG&E and KU were not significant.

13. Fair Value Measurements and Credit Concentration

{All Registrants)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date (an exit price). A market approach (generally, data from market transactions), an
income approach (generally, present value techniques and option-pricing models), and/or a cost approach (generally,
replacement cost) are used to measure the fair value of an asset or liability, as appropriate. These valuation approaches
incorporate inputs such as observable, independent market data and/or unobservable data that management believes are
predicated on the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as
applicable, certain risks such as nonperformance risk, which includes credit risk. The fair value of a group of financial assets
and liabilities is measured on a net basis. Transfers between levels are recognized at end-of-reporting-period values. During
the three months ended March 31, 2015 and 2014, there were no transfers between Level 1 and Leve] 2. See Note 1 in each
Registrant's 2014 Form 10-K for information on the levels in the fair value hierarchy.
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Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:

PPL
Assets
Cash and cash equivalents
Short-term investments
Restricted cash and cash equivalents (2)
Price risk management assets:
Energy commodites
Foreign currency contracts
Cross-curtency swaps
Total price risk management assets
NDT funds:
Cash and cash equivalents
Equity securities
U.S, large-cap
U.S. midfsmall-cap
Debt securities
U.S. Treasury
U.S. government sponsored agency
Municipality
Investment-grade corporate
Other
Receivables (payables), net
Total NDT funds
Auction rate securities (b)
Total assets

Liabilities
Price risk management liabilities:
Energy commodities
Interest rate swaps
Foreign currency contracts
Cross-currency swaps
Total price risk management liabilities

PPL Electric
Assets

Cash and cash equivalents

Restricted cash and cash equivalents {c)
Total assets

LKE
Assets

Cash and cash equivalents

Cash collateral posted to counterparties (d)
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

LG&E
Assets

Cash and cash equivalents

Cash collateral posted to counterparties (d)
Total assets

Liabilities
Price risk management liabilities:

Interest rate swaps
Total price risk management liabilities
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March 31, 2015 December 31, 2014
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
$ 1,335 § 1,335 3 1,751 1,751
135 135 120 120
231 231 224 224
1,298 2 5 L1366 § 160 1,318 6 1171 141
209 209 130 130
49 49 29 28 1
1,556 2 1,394 160 1,477 6 1,329 142
20 20 19 19
620 461 139 611 454 157
93 38 55 39 37 52
97 97 99 99
8 8 9 9
76 76 76 76
45 45 42 42
3 3 3 3
3 1 2 2 2
9635 617 348 950 609 341
10 10 10 10
$ 4232 § 2320 § 1,742 § 170 $ 4,532 2,710 1,670 152
$ 1,163 § 2 % 1,130 § 31 3 1,217 5 1,182 30
235 235 156 156
6 6 2 2
2 2 3 3
$§ 1406 § 2 3 1373 % 31 $ 1,378 5 1,343 30
3 35 % 35 $ 214 214
2 2 3 3
$ 37 § 37 $ 217 217
5 40 3 40 $ 21 21
22 22 21 21
$ 62 3 62 ) 42 42
$ 174 3 174 § 114 114
$ 174 N 174 $ 114 114
$ 17 17 $ 10 10
22 22 21 21
$ 39 % 39 $ 31 31
$ 113 $ 113 $ 8l 81
3 113 8 113 $ 81 81
60



DRAFT

March 31, 2015 December 31, 2014
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

KU
Assets

Cash and cash equivalents $ 23 $ 23 3 11 3 11
Total assets 3 23§ 23 3 11 § 11
Liabilities

Price risk management liabilities:

Interest rate swaps $ 61 3 61 ] 13 $ 33

Total price risk management liabilities s 61 3 61 3 33 $ 33

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

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

(c) Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets” on the Balance Sheats.

(d) Included in "Other noncurrent assets” on the Balance Sheets, Represents cash collateral posted to offset the exposure with counterparties related to
certain interest rate swaps under master netting arrangements that are not offset.

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

Fair Value Measurements Using Significant Unobservable Inputs (Level 3)

2015 2014
Energy Auction Cross- Energy Auction Cross-
Commodities, Rate Currency Commodities, Rate Currency
net Securities Swaps Total net Securities Swaps Total
PPL
Balance at beginning of
peried 3 111 $ 10 $ 1§ 122 % 24 3 19 5 43
Total realized/unrealized
gains (losses)
Included in earnings an (17) (135) (135)
Included in OCI (a) 6 6 $ ) (1)
Sales (3) (3
Settlements 30 30 128 128
Transfers into Level 3 4 4
Transfers out of Level 3 1 (7) (6) 1 1
Balance at end of period $ 129 § 10 $ $ 139 % 17 % 16 $ 3 33

(a) "Energy Commodities, net" and "Cross-Currency Swaps" are included in "Qualifying derivatives" and "Auction Rate Securities” are included in
"Available-for-sale securities" on the Statements of Comprehensive Income.

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

March 31, 2015
Fair Value, net Range
Asset Valuation Unobservable (Weighted
{Liability) Technique Input(s) Average) (a)
PPL
Energy commodities
Proprietary model used to
Natural gas contracts (b) $ 49 Discounted cash flow calculate forward prices 11% - 100% (43%)
Proprietary mode! used to
Power sales contracts (c) 1 Discounted cash flow calculate forward prices 10% - 100% (82%)
Proprietary model used to
Heat rate options () 79 Discounted cash flow calculate forward prices 22% - 44% (40%)
Auction rate securities (f) 10 Discounted cash flow Modeled from SIFMA Index 41% - 69% (53%)
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December 31, 2014

Fair Value, net Range
Asset Valnation Uncbservable (Weighted
{Liability) Technique Input(s) Average) (a)

PPL
Energy commodities
Proprietary model used to

Natural gas contracts (b) $ 59 Discounted cash flow calculate forward prices 11% - 100% (52%)
Proprietary model used to
Power sales contracts (c) (1) Discounted cash flow calculate forward prices 10% - 100% (59%)
Historical settled prices used to
FTR purchase contracts (d) 3 Discounted cash flow model forward prices 100% (100%)
Proprietary model used to
Heat rate options (€) 50 Discounted cash flow calculate forward prices 23% - 51% (45%)
Auction rate securities (f) 10 Discounted cash flow Modeled from SIFMA Index 44% - 69% (63%)
Cross-currency swaps (g) 1 Discounted cash flow Credit valuation adjustment 15% (15%)

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

(b) As the forward price of natural gas increases/(decreases), the fair value of purchase contracts increases/(decreases). As the forward price of natural gas
increases/(decreases), the fair value of sales contracts (decreases)/increases.

(c) As forward market prices increase/(decrease), the fair value of contracts (decreases)fincreases. As volumetric assumptions for contracts in a gain
position increasef(decrease), the fair value of contracts increases/(decreases). As volumetric assumptions for contracts in a loss position
increase/(decrease), the fair value of the contracts (decreases)/increases.

(d) As the forward implied spread increases/(decreases), the fair value of the contracts increases/(decreases),

(e) The proprietary model used to calculate fair value incorporates market heat rates, correlations and volatilities. As the market implied heat rate
increasesf(decreases), the fair value of the contracts increases/(decreases).

() The model used to calculate fair value incorporates an assumption that the auctions will continue to fail. As the modeled forward rates of the SIFMA
Index increasef(decrease), the fair value of the securities increases/(decreases).

(g) The credit valuation adjustment incorporates projected probabilities of default and estimated recovery rates. As the credit valuation adjustment
increases/(decreases), the fair value of the swaps (decreases)/increases.

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

Energy Commodities, net

Unregulated Unregulated Energy
Wholesale Enerpy Retail Energy Parchases
2015 2014 2015 2014 2015 2014
PPL
Total gains (losses) included in earnings 3 21 % (89) $ 403 $ 63 § 2 3 17
Change in unrealized gains (losses) relating
to positions still held at the reporting date 25 (13) M (33 1 1

Price Risk Management Assets/Liabilities - Energy Commeodities (PPL)

Energy commodity contracts are generally valued using the income approach, except for exchange-traded derivative
contracts, which are valued using the market approach and are classified as Level 1. Level 2 contracts are valued using
inputs which may include quotes obtained from an exchange (where there is insufficient market liquidity to warrant inclusion
in Level 1), binding and non-binding broker quotes, prices posted by ISOs or published tariff rates. Furthermore,
independent quotes are obtained from the market to validate the forward price curves. Energy commodity contracts include
forwards, futures, swaps, options and structured transactions and may be offset with similar positions in exchange-traded
markets. To the extent possible, fair value measurements utilize various inputs that include quoted prices for similar
contracts or market-corroborated inputs. In certain instances, these contracts may be valued using models, including standard
option valuation models and other standard industry models. When the lowest level inputs that are significant to the fair
value measurement of a contract are observable, the contract is classified as Level 2.

When uncbservable inputs are significant to the fair value measurement, a contract is classified as Level 3. Level 3 contracts
are valued using PPL proprietary models which may include significant unobservable inputs such as delivery at a location
where pricing is unobservable, delivery dates that are beyond the dates for which independent quotes are available,
volumetric assumptions, implied volatilities, implied correlations, and market implied heat rates. Forward transactions,
including forward transactions classified as Level 3, are analyzed by PPL's Risk Management department. Accounting
personnel interpret the analysis quarterly to appropriately classify the forward transactions in the fair value hierarchy.
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Valuation techniques are evaluated periodically. Additionally, Level 2 and Level 3 fair value measurements include
adjustments for credit risk based on PPL's own creditworthiness (for net liabilities) and its counterparties' creditworthiness
(for net assets). PPL's credit department assesses all reasonably available market information which is used by accounting
personnel to calculate the credit valuation adjustment.

In certain instances, energy commodity contracts are transferred between Level 2 and Level 3. The primary reasons for the
transfers during 2015 were changes in the availability of market information and changes in the significance of the
unobservable inputs utilized in the valuation of the contracis.

Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign Currency Contracts/Cross-Currency
Swaps (PPL, LKE, LG&E and KU)

To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-
to-fixed swaps and fixed-to-floating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts
such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency
contracts. An income approach is used to measure the fair value of these contracts, utilizing readily observable inputs, such
as forward interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g.,
GBP), as well as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market
information cannot practicably be obtained to value credit risk and therefore internal models are relied upon. These models
use projected probabilities of default and estimated recovery rates based on historical observances. When the credit valuation
adjustment is significant to the overall valuation, the contracts are classified as Level 3. For PPL, the primary reason for the
transfers between Level 2 and Level 3 during 2015 and 2014 was the change in the significance of the credit valuation
adjustment. Cross-currency swaps are valued by PPL's Treasury department, Accounting personne! interpret analysis
quarterly to classify the contracts in the fair value hierarchy. Valuation techniques are evaluated periodically.

(PPL)

NDT Funds

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

o The fair value measurements of equity securities classified as Level 1 are based on quoted prices in active markets.

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

The fair value of debt securities is generally measured using a market approach, including the use of pricing models which
incorporate observable inputs. Common inputs include benchmark yields, relevant trade data, broker/dealer bid/ask prices,
benchmark securities and credit valuation adjustments, When necessary, the fair value of debt securities is measured using
the income approach, which incorporates similar observable inputs as well as payment data, future predicted cash flows,
collateral performance and new issue data.

Auction Rate Securities

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

The fair value of auction rate securities is estimated using an income approach that includes readily observable inputs, such
as principal payments and discount curves for bonds with credit ratings and maturities similar to the securities, and
unobservable inputs, such as future interest rates that are estimated based on the SIFMA Index, creditworthiness, and
liquidity assumptions driven by the impact of auction failures. When the present value of future interest payments is
significant to the overall valuation, the auction rate securities are classified as Level 3,

Auction rate securities are valued by PPL's Treasury department. Accounting personnel interpret the analysis quarterly to
classify the contracts in the fair value hierarchy, Valuation techniques are evaluated periodically.
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Nonrecurring Fair Value Measurements (PPL)

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

Carrying Fair Value Measurements Using
Amount (a) Level 3 Loss (b)

PPL
Kerr Dam Project $ 47 % 29 3 18

(a) Represents carrying value before fair value measurement.
(b) The loss on the Kerr Dam Project was recorded in the Supply segment and included in "Income (Loss) from Discontinued Operations (net of income
taxes)" on the 2014 Statement of Income.

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

Fair Value, net Significant Range
Asset Valuation Unobservable (Weighted
{Liability) Technique Input(s) Average)(a)

Kerr Dam Project
March 31, 2014 $ 29 Discounted cash flow Proprietary model used to 38% (38%)
calculate plant value

(a) The range and weighted average represent the percentage of fair value derived from the unobservable inputs,

Ketr Dam Project

PPL Montana previously held a joint operating license issued for the Kerr Dam Project. The license extends until 2035 and,
between 2015 and 2025, the Confederated Salish and Kootenai Tribes of the Flathead Nation (the Tribes) have the option to
purchase, hold and operate the Kerr Dam Project. The parties submitted the issue of the appropriate amount of the
conveyance price to arbitration in February 2013. In March 2014, the arbitration panel issued its final decision holding that
the conveyance price payable by the Tribes for the Kerr Dam Project is $18 million. As a result of the decision, PPL Energy
Supply performed a recoverability test on the Kerr Dam Project and recorded an impairment charge. PPL Energy Supply
performed an internal analysis using an income approach based on discounted cash flows (a PPL proprietary model) to assess
the fair value of the Kerr Dam Project. Assumptions used in the PPL proprietary model were the conveyance price, forward
energy price curves, forecasted generation, and forecasted operation and maintenance expenditures that were consistent with
assumptions used in the business planning process and a market participant discount rate. Through this analysis, PPL Energy
Supply determined the fair value of the Kerr Dam Project to be $29 million at March 31, 2014, The Kerr Dam Project was
included in the sale of the Montana Hydroelectric facilities and the assets were removed from the Balance Sheet. See Note §
for additional information.

The assets were valued by the PPL Energy Supply Financial Department. Accounting personnel interpreted the analysis to
appropriately classify the assets in the fair value hierarchy,

Financial Instruments Not Recorded at Fair Value (All Registrants)

The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. The fair
values were estimated using an income approach by discounting future cash flows at estimated current cost of funding rates,
which incorporate the credit risk of the Registrants. Long-term debi is classified as Level 2. The effect of third-party credit
enhancements is not included in the fair value measurement.

March 31, 2015 December 31, 2014

Carrying Carrying

Amount Fair Value Amount Fair Value
PPL $ 20,307 % 23258 % 20,391 % 22,670
PPL Electric 2,603 3,084 2,602 2,990
LKE 4,567 5,091 4,567 4,946
LG&E 1,353 1,493 1,353 1,455
KU 2,091 2,396 2,091 2,313

The carrying value of short-term debt (including notes between affiliates), when outstanding, approximates fair value due to
the variable interest rates associated with the short-term debt and is classified as Level 2.
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Credit Concentration Associated with Financial Instruments
{All Registrants)

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

(PPL)

At March 31, 2015, PPL had credit exposure of $692 million from energy trading partners, excluding the effects of netting
arrangements, reserves and collateral. As a result of netting arrangements, reserves and collateral, PPL's credit exposure was
reduced to $402 million. The top ten counterparties including their affiliates accounted for $220 million, or 55%, of these
exposures. Eight of these counterparties had an investment grade credit rating from S&P or Moody's and accounted for 75%
of the top ten exposures. The remaining counterparties are rated below investment grade, but are current on their obligations.

(PPL Electric)

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

{LKE, LG&E and KU)

At March 31, 2015, LKE's, LG&E's and KU's credit exposure was not significant.
14. Derivative Instruments and Hedging Activities

Risk Management Objectives

{All Registrants)

PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities,
interest rates on debt issuances and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including
non-performance risk and payment default risk). The RMC, comprised of senior management and chaired by the Chief Risk
Officer, oversees the risk management function. Key risk control activities designed to ensure compliance with the risk policy
and detailed programs include, but are not limited to, credit review and approval, validation of transactions and market prices,
verification of risk and transaction limits, VaR analyses, portfolio stress tests, gross margin at risk analyses, sensitivity analyses
and daily portfolio reporting, including open positions, determinations of fair value, and other risk management metrics.

Market Risk

Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial
or commodity instrument as well as market liquidity and volumetric risks. Forward contracts, futures contracts, options,
swaps and structured transactions are utilized as part of risk management strategies to minimize unanticipated fluctuations in
earnings caused by changes in commodity prices, volumes of full-requirement sales contracts, basis exposure, interest rates
and foreign currency exchange rates. Many of the contracts meet the definition of a derivative. All derivatives are
recognized on the Balance Sheets at their fair value, unless NPNS is elected.

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

PPL PPL Electric LKE LG&E KU
Commodity price risk (incleding basis and volumetric risk) X M M M M
Interest rate risk:
Debt issuances X M M M M
Defined benefit plans X M M M M
NDT securities X
Equity securities price risk;
Defined benefit plans X M M M M
NDT securities X
Future stock transactions X
Foreign corrency risk - WPD investment and eamings X
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X =PPL actively mitigates market risks through its risk management programs described above.
M = The regulatory envircnments for PPL's regulated entities, by definition, significantly mitigate market risk.

Commodity price risk

» PPL is exposed to commadity price risk through its domestic subsidiaries as described below. WPD is exposed to
volumetric risk which is significantly mitigated as a resuit of the method of regulation in the U.K.

» PPL is exposed to commodity price risk for energy and energy-related products associated with the sale of electricity
from its generating assets and other electricity and gas marketing activities and the purchase of fuel and fuel-related
commedities for generating assets, as well as for proprietary trading activities.

e PPl Electric is exposed to commodity price risk from its obligation as PLR; however, its PUC-approved cost recovery
mechanism substantially eliminates its exposure to this risk. PPL Electric also mitigates its exposure to volumetric risk
by entering into full-requirement supply agreements to serve its PLR customers. These supply agreements transfer the
volumetric risk associated with the PLR obligation to the energy suppliers.

s LG&E's and KU's rates include certain mechanisms for fuel and environmental expenses. In addition, LG&E's rates
include certain mechanisms for gas supply. These mechanisms generally provide for timely recovery of market price and
volumetric fluctuations associated with these expenses.

Interest rate risk

¢ PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate
debt issuances. WPD holds over-the-counter 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 fiuctuations on floating-rate debt, and LG&E and KU utilize
forward starting interest rate swaps to hedge changes in benchmark interest rates, when appropriate, in connection with
future debt issuances.

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

Equity securities price risk

* PPL and its subsidiaries are exposed to equity securities price risk associated with defined benefit plans. This risk is

significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery mechanisms in
place. Additionally, PPL is exposed to equity securities price risk in the NDT funds.

* PPL is exposed to equity securities price risk from future stock sales andfor purchases.

Foreign currency risk

s PPL is exposed to foreign currency exchange risk primarily associated with its investments in and earnings of U.K.
affiliates.

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

PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as
well as additional credit risk through certain of its subsidiaries, as discussed below.

. PPL is exposed to credit risk from "in-the-money" commodity derivatives with its energy trading partners, which include
other energy companies, fuel suppliers, financial institutions, other wholesale customers and retail customers.
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The majority of PPL's credit risk stems from commodity derivatives for multi-year contracts for energy sales and purchases
entered into by PPL Energy Supply. If PPL Energy Supply's counterparties fail to perform their obligations under such
contracts and PPL Energy Supply could not replace the sales or purchases at the same or better prices as those under the
defaulted contracts, PPL Energy Supply would incur financial losses. Those losses would be recognized immediately or
through lower revenues or higher costs in future years, depending on the accounting treatment for the defaulted contracts. In
the event a supplier of LKE (through its subsidiaries LG&E and KU) or PPL Electric defaults on its obligation, those entities
would be required to seek replacement power or replacement fuel in the market. In general, subject to regulatory review or
other processes, appropriate incremental costs incurred by these entities would be recoverable from customers through
applicable rate mechanisms, thus mitigating the financial risk for these entities.

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

Master Netting Arrangements

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

PPL's obligation to return counterparty cash collateral under master netting arrangements was $11 million at March 31, 2015
and December 31, 2014.

PPL Electric, LKE and LG&E had no obligation to return cash collateral under master netting arrangements at March 31,
2015 and December 31, 2014.

PPL, LKE and LG&E posted $22 million and $21 million of cash collateral under master netting arrangements at March 31,
2015 and December 31, 2014.

PPL Electric and KU did not post any cash collateral under master netting arrangements at March 31, 2015 and December 31,
2014.

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

(PPL)
Commodity Price Risk {Non-trading)

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

PPL Energy Supply maximizes the value of its unregulated wholesale and unregulated retail energy portfolios through the
use of non-trading strategies that include sales of competitive baseload generation, optimization of competitive intermediate
and peaking generation and marketing activities.

PPL Energy Supply has a formal hedging program to economically hedge the forecasted purchase and sale of electricity and
related fuels for its competitive baseload generation fleet, which includes 6,496 MW (summer rating) of nuclear, coal and
hydroelectric generating capacity. PPL Energy Supply attempts to optimize the overall value of its competitive intermediate
and peaking fleet, which includes 3,252 MW (summer rating) of natural gas and oil-fired generation. PPL Energy Supply's
marketing portfolio is comprised of full-requirement sales contracts and related supply contracts, retail natural gas and
electricity sales contracts and other marketing activities. The strategies that PPL Energy Supply uses to hedge its full-
requirement sales contracts include purchasing energy (at a liquid trading hub or directly at the load delivery zone), capacity
and RECs in the market and/or supplying the energy, capacity and RECs from its generation assets,
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PPL Energy Supply enters into financial and physical derivative contracts, including forwards, futures, swaps and options, to
hedge the price risk associated with electricity, natural gas, oil and other commodities. Certain contracts are non-derivatives
or NPNS is elected and therefore they are not reflected in the financial statements until delivery. PPL Energy Supply
segregates its non-trading activities into two categories: cash flow hedges and economic activity as discussed below.

Cash Flow Hedges

Certain derivative contracts have qualified for hedge accounting so that the effective portion of a derivative's gain or loss is
deferred in AOCI and reclassified into earnings when the forecasted transaction occurs. In 2015 and 2014, there were no
active cash flow hedges and there was no hedge ineffectiveness associated with energy derivatives. At March 31, 2015, the
accumulated net unrecognized after-tax gains (losses) that are expected to be reclassified into earnings during the next 12
months were $18 million. Cash flow hedges are discontinued if it is no longer probable that the original forecasted
transaction will occur by the end of the originally specified time periods and any amounts previously recorded in AOCI are
reclassified into earnings once it is determined that the hedge transaction is probable of not occurring. There were no such
reclassifications for the three months ended March 31, 2015 and 2014.

Economic Activity

Many derivative contracts economically hedge the commodity price risk associated with electricity, natural gas, oil and other
commodities but do not receive hedge accounting treatment because they were not eligible for hedge accounting or because
hedge accounting was not elected. These derivatives hedge a portion of the economic value of PPL Energy Supply's
competitive generation assets and unregulated full-requirement and retail contracts, which are subject to changes in fair value
due to market price volatility and volume expectations. The derivative contracts in this category that existed at March 31,
2015 range in maturity through 2020.

Examples of economic activity may include hedges on sales of baseload generation, certain purchase contracts used to supply
full-requirement sales contracts, FTRs or basis swaps used to hedge basis risk associated with the sale of competitive
generation or supplying full-requirement sales contracts, Spark Spread hedging contracts, retail electric and natural gas
activities, and fuel oil swaps used to hedge price escalation clauses in coal transportation and other fuel-related contracts,
PPL Energy Supply also uses options, which include the sale of call options and the purchase of put options tied to a
particular generating unit. Since the physical generating capacity is owned, price exposure is generally capped at the price at
which the generating unit would be dispatched and therefore does not expose PPL Energy Supply to uncovered market price
risk.

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

Three Months
2015 2014

Operating Revenues

Unregulated wholesale energy $ 92) % (789)

Unregulated retail energy (13) (26)
Operating Expenses

Fuel (1)

Energy purchases 145 580

Commodity Price Risk (Trading)

PPL Energy Supply has a proprietary trading strategy which is utilized to take advantage of market opportunities primarily in
its geographic footprint. As a result, PPL Energy Supply may at times create a net open position in its portfolio that could
result in losses if prices do not move in the manner or direction anticipated. Net energy trading margins, which are included
in "Unregulated wholesale energy” on the Statements of Income, were insignificant for the three months ended March 31,
2015 and 2014,

Commodity Volumes

At March 31, 2015, the net volumes of derivative (sales)/purchase contracts used in support of the various strategies
discussed above were as follows.
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VYolumes (a)
Commaodity Unit of Measure 2015 (b) 2016 2017 Thereafter
Power MWh (30,874,062) (8,521,382) (248,329) 2,236,333
Capacity MW-Month (3,998) (878) 4] 3
Gas MMBtu 157,995,389 87,545,701 13,742,416 20,314,625
FIRs MW-Month 532
Qil Barrels 300,328 387,429 257,483 60,000

(a) Volumes for option contracts factor in the probability of an option being exercised and may be less than the notional amount of the option.
(b) Represents balance of the current year.

Interest Rate Risk
(PPL, LKE, LG&E and KU)

PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. Various financial
derivative instruments are utilized to adjust the mix of fixed and floating interest rates in their debt portfolio, adjust the
duration of the debt portfolio and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk
limits under PPL's risk management program are designed to balance risk exposure to volatility in interest expense and
changes in the fair value of the debt portfolio due to changes in benchmark interest rates.

Cash Flow Hedges

{PPL)

Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future
anticipated financings. Financial interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge
floating interest rate risk associated with both existing and anticipated debt issuances. At March 31, 2015, PPL held an
aggregate notional value in interest rate swap contracts of $1.6 billion that range in maturity through 2045. The amount
outstanding includes swaps entered into by PPL on behalf of LG&E and KU. Realized gains and losses on the LG&E and
KU swaps are probable of recovery through regulated rates; as such, any gains and losses on these derivatives are included in
regulatory assets or liabilities and will be recognized in "Interest Expense" on the Statements of Income over the life of the
underlying debt at the time the underlying hedged interest expense is recorded.

At March 31, 2015, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $1.3 billion that range
in maturity from 2016 through 2023 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior
notes.

For the three months ended March 31, 2015, PPL had no hedge ineffectiveness associated with interest rate derivatives and
an insignificant amount for the three months ended March 31, 2014.

Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of
the originally specified time period and any amounts previously recorded in AOCI are reclassified into earnings once it is
determined that the hedged transaction is probable of not occurring. PPL had no such reclassifications for the three months
ended March 31, 2015 associated with discontinued cash flow hedges and an insignificant amount reclassified for the three
months ended March 31, 2014.

At March 31, 2015, the accumulated net unrecognized after-tax gains (losses) on qualitying derivatives that are expected to
be reclassified into earnings during the next 12 months were $(13) million. In addition, see Note 8 for unamortized losses on
PPL interest rate swaps expected to be reclassified into earnings and reflected in discontinued operations at the close of the
spinoff transaction. Amounts are reclassified as the hedged interest expense is recorded.

(LKE, LG&E and KU)

Periodically, LG&E and KU enter into forward-starting interest rate swaps with PPL that have terms identical to forward-
starting swaps entered into by PPL with third parties. Realized gains and losses on ali of these swaps are probable of
. recovery through regulated rates; as such, any gains and losses on these derivatives are included in regulatory assets or
~ liabilities and will be recognized in "Interest Expense” on the Statements of Income over the life of the underlying debt at the
time the underlying hedged interest expense is recorded. At March 31, 20135, the total notional amount of forward starting
interest rate swaps outstanding was $1 billion (LG&E and KU each held contracts of $500 million). The swaps range in
maturity through 20435.
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Economic Activity (PPL, LKE and LG&E)

LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because
realized gains and losses from the swaps, including a terminated swap contract, are recoverable through regulated rates, any
subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities until they are realized as
interest expense. Realized gains and losses are recognized in "Interest Expense” on the Statements of Income at the time the
underlying hedged interest expense is recorded. At March 31, 2015, LG&E held contracts with a notional amount of $179
million that range in maturity through 2033.

Foreign Currency Risk

{PPL)

FPL is exposed to foreign currency risk, primarily through investments in and earnings of U.K. affiliates. PPL has adopted a
foreign currency risk management program designed to hedge certain foreign currency exposures, including firm
commitments, recognized assets or liabilities, anticipated transactions and net investments. In addition, PPL enters into

financial instruments to protect against foreign currency translation risk of expected GBP earnings.

Net Investment Hedges

PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in
WPD. The contracts outstanding at March 31, 2015 had a notional amount of £217 million (approximately $355 million
based on contracted rates). The settlement dates of these contracts range from May 2015 through June 2016,

At March 31, 2015, PPL had $24 million of accumulated net investment hedge after tax gains (losses) that were included in
the foreign currency translation adjustment component of AQCI, compared to $14 million at December 31, 2014.

Economic Activity

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated
earnings. At March 31, 2013, the total exposure hedged by PPL was approximately £1.3 billion (approximately $2.1 billion
based on contracted rates). These contracts had termination dates ranging from April 2015 through March 2017.

Accounting and Reporting
{All Registrants)

All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected.
NPNS contracts for PPL Energy Supply include certain full-requirement sales contracts, other physical purchase and sales
contracts and certain retail energy and physical capacity contracts, and for PPL Electric include certain full-requirement
purchase contracts and other physical purchase contracts. Changes in the fair value of derivatives not designated as NPNS
are recognized currently in earnings unless specific hedge accounting criteria are met and designated as such, except for the
changes in fair values of LG&E's and KU's interest rate swaps that are recognized as regulatory assets or regulatory
liabilities. See Note 6 for amounts recorded in regulatory assets and regulatory liabilities at March 31, 2015 and

December 31, 2014. PPL Energy Supply has many physical and financial commodity purchases and sales contracts that
economically hedge commodity price risk but do not receive hedge accounting treatment. As such, realized and unrealized
gains (losses) on these contracts are recorded currently in earnings. Generally each contract is considered a unit of account
and PPL presents gains (losses) on physical and financial commodity sales contracts in "Unregulated wholesale energy"” or
"Unregulated retail energy” and (gains) losses on physical and financial commodity purchase contracts in "Fuel” or "Energy
purchases” on the Statements of Income. Certain of the economic hedging strategies employed by PPL Energy Supply utilize
a combination of financial purchases and sales contracts which are similarly reported gross as an expense and revenue,
respectively, on PPL's Statements of Income. PPL records realized hourly net sales or purchases of physical power with PIM
in its Statements of Income as "Unregulated wholesale energy” if in a net sales position and "Energy purchases” if in a net
purchase position.

See Notes 1 and 17 in each Registrant's 2014 Form 10-K for additional information on accounting policies related to
derivative instruments.

ppli0q_3-15 Final as Filed.docx Confidential 70



DRAFT

(PPL)

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

March 31, 2015 December 31, 2014
Derivatives designated as  Derivatives not designated Derivatives designated as  Derivatives not designated
hedging instruments as hedging instruments hedging instruments as hedging instruments
Assels Liabilities Assets Liabilities Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b) $ 160 3 5 $ 94 $ 5
Cross-currency swaps (b) $ 1 2 3
Foreign currency
contracts 24 3 106 2 % 12 3 67
Commodity contracts 988 904 1,079 1,024
Total current 25 162 1,094 911 12 97 1.146 1,029
Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b) 23 47 14 43
Cross-currency swaps (b) 48 29
Foreign currency
contracts 10 69 4 5 46 2
Commedity contracts 310 259 239 193
Total noncurrent 58 23 379 310 34 14 285 238
Total derivatives 3 83 3§ 185 § 1473 8§ 1221 § 46 8 111 $ 1431 § 1,267

(a) Represents the location on the Balance Sheets.
(b Excludes accrued interest, if applicable.

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

2015 2014
Gain (Loss) Gain (Loss)
Recopgnized Recognized
in Income in Income
on Derivative  Gain (Loss) on Derivative
Gain (Loss) (Ineffective  Reclassified (Ineffective
Location of Reclassified Portion and from AOCI  Portion and
Derivative Gain Gain (Loss) from AOCI Amount into Amount
(Loss) Recognized in Recognized into Income  Excluded from Income Excluded from
Derivative QCI (Effective Portion) in Income (Effective  Effectiveness  (Effective Effectiveness
Relationships 2015 2014 on Derivative Portion) Testing) Portion) Testing)
Cash Flow Hedges:
Interest rate swaps $ (19) % (46) Interest expense $ 4) $ (DR 2
Cross-currency swaps 21 (25) Interest expense 1
Other income
(expense) - net 17 (29)
Commodity contracts Unregulated
wholesale energy (2) (1)
Energy purchases 8 7
Depreciation 1 1
Discontinued
operations 2
Total $ 2 % (71) $ 21 3 (25) % 2
Net Investment Hedges:
Foreign currency
contracts $ 16 $ (4)
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Derivatives Not Designated as Lecation of Gain (Loss) Recognized in
Hedging Instruments Income on Derivative 2015 2014
Foreign currency contracts Other income (expense) - net 88 % (24)
Interest rate swaps Interest expense (2) (2)
Commodity contracts Unregulated wholesale energy (a) (229 (3,042)
Unregulated retail energy (39 (64)
Fuel (3) (1)
Energy purchases (b) 196 2,364
Discontinued operations (2)
Total 11 (771)
Derivatives Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regnlatory Liabilities/Assets 2015 2014
Interest rate swaps - Regulatory assets- noncurrent (56)
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets 2015 2014
Interest rate swaps Regulatory assets - noncurrent 4 3 4
(a) 2014 includes significant realized and unrealized losses on physical and financial commodity sales contracts due to the unusually cold weather.
(b) 2014 includes significant reatized and unrealized gains on physical and financial commodity purchase contracts due to the unusually cold weather,
(LKE)
The following table presents the fair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.
March 31, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities {a):
Interest rate swaps ] 66

(a) Represents the location on the Balance Sheets.

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

Derivative Instruments

Location of Gain (Loss) Recognized in

Regulatory Assets

2015

2014

Interest rate swaps

(LG&E)

Regulatory assets - noncurrent

(56)

The following table presents the fair value and the location on the Balance Sheets of derivative instruments designated as

cash flow hedges.

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps

March 31, 2013

December 31, 2014

Assets Liabilities

Assets

Liabilitics

33

(2) Represents the location on the Balance Sheets.

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets for the three months ended March 31.
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Location of Gain (Loss) Recognized in
Derivative Instruments Repulatory Assets 2015 2014

Interest rate swaps Regulatory assets - noncurrent $ (28)

(KU)

The following table presents the fair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.

March 31, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps $ 61 $ 33

(a) Represents the location on the Balance Sheets.

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

Location of Gain (Loss) Recognized in

Derivative Instruments Repulatory Assets 2015 2014
Interest rate swaps Regulatory assets - nencurrent 3 (28)
(LKE and LG&E)
The following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging
instruments.
March 31, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps 3 5 $ 5
Total current 5 5
Noncuorrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps 47 43
Total noncuirent 47 43
Total derivatives $ 52 $ 48

(a) Represents the location on the Balance Sheets.

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

Location of Gain (Loss) Recognized in
Derivative Instruments Income on Derivatives 2015 2014

Interest rate swaps Interest expense $ 2y $ (2)

Location of Gain (Loss) Recognized in
Derivative Instruments Regulatory Assets 2015 2014

Interest rate swaps Regulatory assets - noncurrent $ @ 3 (4)

(All Registrants except PPL Electric)
Offsetting Derivative Instruments

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

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

Assets Liabilities
Eligible for Offset Eligible for Offset
Cash Cash
Derivative Collateral Derivative Collateral
Gross Instruments Received Net Gross Instruments Pledged Net

March 31, 2015
PPL

Energy Commodities $ 1,298 § 90 % 11 $ 297 % 1,163 % 990 3 49 3 124

Treasury Derivatives 258 105 153 243 105 2] 117
Total 3 1,556 § 1,095 § 1I $ 450 § 1,406 $ 1,095 §% 70 % 241
LKE

Treasury Derivatives 3 174 $ 21 $ 153
LG&E

Treasury Derivatives $ 113 $ 21§ 92
KU

Treasury Derivatives $ 61 3 $ 61
December 31, 2014
PPL

Energy Commodities 3 1,318 % 1,060 3% 10 % 248 3 1217 § 1,060 3§ 58 % 99

Treasury Derivatives 159 65 94 161 65 21 75
Total 3 1,477 $ 1,125 % 10 § 342§ 1378 § 1,125 § 79 % 174
LKE

Treasury Derivatives 3 114 $ 20 § 94
LGRE

Treasury Derivatives $ 81 $ 20 § 61
KU

Treasury Derivatives . $ - 33 3 33

Credit Risk-Related Contingent Features

Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would
permit the counterparties to require the transfer of additional collateral upon a decrease in the credit ratings of PPL, LKE,
LG&E and KU or certain of their subsidiaries. Most of these features would require the transfer of additional collateral or
permit the counterparty to terminate the contract if the applicable credit rating were to fall below investment grade. Some of
these features also would allow the counterparty to require additional collateral upon each downgrade in the credit rating at
levels that remain above investment grade. In either case, if the applicable credit rating were to fall below investment grade,
and assuming no assignment to an investment grade affiliate were allowed, most of these credit contingent features require
either immediate payment of the net liability as a termination payment or immediate and ongoing full collateralization on
derivative instruments in net liability positions.

Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of
performance be provided if the other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's, and
KU's obligations under the contracts. A counterparty demanding adequate assurance could require a transfer of additional
collateral or other security, including letters of credit, cash and guarantees from a creditworthy entity. This would typically
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involve negotiations among the parties. However, amounts disclosed below represent assumed jmmediate payment or
immediate and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance"
features.

(All Registrants except PPL Electric and KU)

At March 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 of a decrease in credit ratings below investment grade are summarized as

follows:
PPL LKE LG&E
Agpregate fair value of derivative instruments in a net liability position with credit risk-related
contingent features $ 241 $ 31 3% 31
Aggregate fair value of collateral posted on these derivative instruments 140 22 22
Aggregate fair value of additional collateral requirements in the event of
a credit downgrade below investment grade (a) 128 (b) 10 10

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

(b) PPL Energy Supply's credit rating is currently below investment grade. Amounts related to PPL Energy Supply represent net liability positions subject
to further adequate assurance features.

15. Goodwill
(PPL)

The change in the carrying amount of goodwill for the three months ended March 31, 2015 was due to the effect of foreign
currency exchange rates on the U.K. Regulated segment.

16. Asset Retirement Obligations
(All Registrants except PPL Electric)

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

PPL LKE LG&E KU
Balance at December 31, 2014 $ 761§ 285 § T4 % 211
Accretion 12 3 1 2
Effect of foreign currency exchange rates (1
Obligations settled (1) [4))] (1)
Balance at March 31, 2015 3 771 % 287 § 74§ 213

Substantially all of the ARO balances are classified as noncurrent at March 31, 2015 and December 31, 2014.

See Note 10 for information on a CCR rule that is expected to require the recording of additional AROs in the second quarter
of 2015.

(PPL)

PPL's most significant ARO relates to the decommissioning of the Susquehanna nuclear plant. See Notes 13 and 17 for
additional information on the assets in the NDT funds that are legally restricted for the purposes of settling this ARO.

(All Registrants except PPL Electric)

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

17. Available-for-Sale Securities
(PPL)

Securities held by the NDT funds and auction rate securities are classified as available-for-sale. Available-for-sale securities
are carried on the Balance Sheets at fair value. Unrealized gains and losses on these securities are reported, net of tax, in OCI
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or are recognized currently in earnings when a decline in fair value is determined to be other-than-temporary. The specific
identification method is used to calculate realized gains and losses.

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

March 31, 2015 December 31, 2014
Gross Gross Gross Gross
Amortized Unrealized Unrealized Amortized Unrealized Unrealized
Cost Gains Losses Fair Value Cost Gains Losses Fair Value
NDT funds:
Cash and cash equivalents $ 20 $ 20 3 19 ] 19
Equity securities 287 § 426 713 283 § 417 700
Debt securities 218 12 % I 229 218 11 229
Receivables/payables, net 3 3 2 2
Total NDT funds 3 528 § 438 % 1 $ %5 $ 522 § 428 $ 950
Auction rate securities
PPL $ 11 $ 1 § 10 § 11 3 1 $ 10

See Note 13 for details on the securities held by the NDT funds.
There were no securities with credit losses at March 31, 2015 and December 31, 2014,

The following table shows the scheduled maturity dates of debt securities held at March 31, 2015.

Maturity Maturity Maturity Matuarity
Less Than 1-5 6-10 in Excess
1 Year Years Years of 10 Years Total
Amortized cost $ 1 % 82 3 67 § 69 3 229
Fair value 11 34 70 74 239

The following table shows proceeds from and realized gains and losses on sales of available-for-sale securities for the periods
ended March 31.

Three Months
2015 2014
Proceeds from sales of NDT securities (a) $ 38 $ 27
Other proceeds from sales 3
Gross realized gains (b) 5 3
Gross realized losses (b) 3 1
(a) These proceeds are used to pay income taxes and fees related to managing the trust. Remaining proceeds are reinvested in the trust,
(b) Excludes the impact of other-than-temporary impairment charges recognized on the Statements of Income.
18. Accumulated Other Comprehensive Income (Loss)
(PPL)
The after-tax changes in AOCI by component for the three months ended March 31 were as follows.
Foreign Unrealized gains (losses) Defined benefit plans
Currency Available- Equity Prior Actuarial  Transition
translation for-sale Qualifying investees' service gain asset
adjustments  securities derivatives AQCI costs (loss) (obligation) Total
December 31, 2014 $ (286) § 202 §$ 20 § 1 308 2218 % 1 § (22714
Amounts arising during the period (66) 5 6 ¢} (56)
Reclassifications from AOCI (1) (17 (1) 38 19
Net OCI during the period (66) 4 (an ) 37 a7
March 31, 2015 $ (352) § 206 § 9 % $ 3% (2178) § 1 § 231D
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Foreign Unrealized gains (losses) Defined benefit plans
currency Available- Equity Prior Actuarial  Transition
translation for-sale Qualifying investees' service gain asset
. adjustments  securities derivatives AOCI costs (loss) {obligation) Total

December 31, 2013 $ (n $ 173 § 94 3 1 8 5 (1.817) § 1 § (1,565)
Amounts arising during the period 131 5 (46) . 90
Reclassifications from AQCI (1 19 1 27 46
Net OCI during the period 131 4 (27) 1 27 136
March 31, 2014 $ 120 § 177 % 67 § 15 5) $  (1,790) $ 1 35 (1429

The following table presents the gains (losses) and related income taxes for reclassifications from AOCT for the three months
ended March 31. The defined benefit plan components of AOCI are not reflected in their entirety in the statement of income
during the periods; rather, they are included in the computation of net periodic defined benefit costs (credits). See Note 9 for
additional information.

Affected Line Item on the
Details about AOCI 2015 2014 Statements of Income
Available-for-sale securities $ 2 % 2 Other Income (Expense) - net
Total Pre-tax 2 2
Income Taxes (1) 03]
Total After-tax 1 1
Qualifying dertvatives
Interest rate swaps 4 (3) Interest Expense
Cross-currency swaps 17 (29) Other Income (Expense) - net
1 Interest Expense
Energy commodities 2) (1)  Unregulated wholesale energy
8 7  Energy purchases
2 Discontinued operations
1 1 Other
Total Pre-tax 21 (23)
Income Taxes (4) 4
Total After-tax 17 (19}
Equity investees' AOCI 2 Other Income (Expense} - net
Total Pre-tax 2
Income Taxes (1)
Total After-tax 1
Defined benefit plans
Prior service costs ()]
Net actuarial loss 51) (36)
Total Pre-tax (5L 38
Income Taxes 13 10
Total After-tax (38) (28)
Total reclassifications during the period $ (19) $ (46)

19. New Accounting Guidance Pending Adoption
{All Registrants)

Accounting for Revenue from Contracts with Customers

In May 2014, the FASB issued accounting guidance that establishes a comprehensive new model for the recognition of
revenue from contracts with customers. This model is based on the core principle that revenue should be recognized to
depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for 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 beginning after December 15, 2016 and interim periods within those years.
Early adoption is not permitted. The Registrants will adopt this guidance effective Januvary 1, 2017,

The Registrants are currently assessing the impact of adopting this guidance, as well as the transition method they will use.
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Reporting Uncertainties about an Entity's Ability to Continue as a Going Concern

In August 2014, the FASB issued accounting gnidance which will require management to assess, for each interim and annual
period, whether there are conditions or events that raise substantial doubt about an entity's ability to continue as a going
concern. Substantial doubt about an entity's ability to continue as a going concern exists when relevant conditions and
events, considered in the aggregate, indicate that it is probable that the entity will be unable to meet its obligations as they
become due within one year after the date the financial statements are issued.

When management identifies conditions or events that raise substantial doubt about an entity's ability to continue as a going
concern, management is required to disclose information that enables users of the financial statements to understand the
principal conditions or events that raised substantial doubt about the entity's ability to continue as a going concern and
management's evaluation of the significance of those conditions or events. If substantial doubt about the entity's ability to
continue as a going concern has been alleviated as a result of management's plan, the entity should disclose information that
allows the users of the financial statements to understand those plans. If the substantial doubt about the entity's ability to
continue as a going concern is not alleviated by management's plans, management's plans to mitigate the conditions or events
that gave rise to the substantial doubt about the entity's ability to continue as a going concern should be disclosed, as well as a
statement that there is substantial doubt the entity's ability to continue as a going concern within one year after the date the
financial statements are issued.

For all entities, this guidance should be applied prospectively within the annual periods ending after December 15, 2016, and
for annual periods and interim periods thereafter, Early adoption is permitted,

The Registrants will adopt this guidance for the annual period ending December 31, 2016. The adoption of this guidance is
not expected to have a significant impact on the Registrants.

Determining Whether the Host Contract in a Hybrid Financial Instrument Issued in the Form of a Share ls More
Akin to Debt or to Equity

In November 2014, the FASB issued guidance that clarifies how current accounting guidance should be interpreted when
evaluating the economic characteristics and risks of a host contract of a hybrid financial instrument issued in the form of a
share. This guidance does not change the current criteria for determining whether separation of an embedded derivative
feature from a hybrid financial instrument is required. Entities are still required to evaluate whether the economic risks of the
embedded derivative feature are clearly and closely related to those of the host contract, among other relevant criteria.

An entity should consider the substantive terms and features of the entire hybrid financial instrument, including the
embedded derivative feature being evaluated for bifurcation, in evaluating the nature of the host contract to determine
whether the host contract is more akin to a debt instrument or more akin to an equity instrument. An entity should assess the
relative strength of the debt-like and equity-like terms and features when determining how to weight those terms and features.

For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2015 and should be applied using a modified retrospective method for existing hybrid financial
instruments issued in the form of a share as of the beginning of the fiscal year the guidance is adopted. Early adoption is
permitted. Retrospective application is permitted but not required.

The Registrants will adopt this guidance on January 1, 2016. The adoption of this guidance is not expected to have a
significant impact on the Registrants.

Income Statement Presentation of Extraordinary and Unusual Items

In January 2015, the FASB issued accounting guidance that eliminates the concept of extraordinary items, which requires an
entity to separately classify, present in the income statement and disclose material events and transactions that are both
unusual and occur infrequently. The requirement to report material events or transactions that are unusual or infrequent as a
separate component of income from continuing operations has been retained, as has the requirement to separately present the
nature and financial effects of each event or transaction in the income statement as a separate component of continuing
operations or disclose them within the notes to the financial statements. The scope of these requirements has been expanded
to include items that are both unusual and occur infrequently.

For all entities, this guidance is effective for fiscal years beginning after December 15, 2015, and interim periods within those

fiscal years. Early adoption is permitted provided that an entity applies the guidance from the beginning of the fiscal year of
adoption. The guidance may be applied either retrospectively or prospectively.
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The Registrants will adopt this guidance on Janvary 1, 2016. The adoption of this guidance is not expected to have a
significant impact on the Registrants.

Simplifying the Presentation of Debt [ssuance Costs

In April 2015, the FASB issued accounting guidance to simplify the presentation of debt issuance costs by requiring debt
issuance costs to be presented on the balance sheet as a direct deduction from the carrying amount of the associated debt
liability, consistent with the presentation of debt discounts.

For public business entities, this guidance should be applied retrospectively for financial statements issued for fiscal years
beginning after December 15, 2015 and interim periods within those fiscal years. Early adoption is permitted.

The Registrants are assessing in which period they will adopt this new guidance. The adoption of this guidance will require

the Registrants to reclassify debt issuance costs from assets to long-term debt, and is not expected to have a significant
impact on the Registrants.
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ltem 2. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations

(All Registrants)

This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations” is separately
filed by PPL Corporation, PPL Electric, LKE, LG&E and 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 Registrants' Condensed Consclidated Financial Statements and the
accompanying Notes and with the Registrants' 2014 Form 10-K. Capitalized terms and abbreviations are defined in the
glossary. Dollars are in millions, except per share data, unless otherwise noted.

"Management's Discussion and Analysis of Financial Conditicn and Results of Operations"” includes the following
information:

e "Overview" provides a description of each Registrant's business strategy, a description of key factors expected to
impact future earnings and a discussion of important financial and operational developments.

¢ "Results of Operations” for PPL provides a detailed analysis of earnings by segment, and for PPL Electric, LKE,
LG&E and KU, includes a summary of earnings, For all Registrants, "Margins" providés explanations of non-
GAAP financial measures and "Statement of Income Analysis" addresses significant changes in principal line items
on the Statements of Income, comparing the three months ended March 31, 2015 with the same period in 2014.

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

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

Overview
Introduction

(PPL)

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

PPL Corporation*
PPL Capital Funding
1 1 i 1
PPL Global LKE* PPL Electric* PPL Energy Supply*
® Engages in the ® Engages in the

regulated distribution regulated

of electricity in the transmission and

UK. distribution of
electricity in
Pennsylvania

I 1 1 ]
LG&E* Ku* PPL EnergyPlus PPL Generation

» Engages in the
regulated generation,
transmission,
distributicn and sale of
electricity and

® Engages in the
regulated generation,
transmission,
distribution and sale of
electricity, primarily in

& Performs energy
marketing and trading
activities

» Purchases fuel

» Engagesin the
competitive generation
of electricity, primarily in
Pennsylvania and
Montana

LT T, =

distribution and sale of Kentucky
natural gas in Kentucky
U.K. Regulated Kentucky Pennsylvania Supply
Segment Regulated Segment Regulated Segment Segment

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

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to combine their
competitive power generation businesses into a new, stand-alone, publicly traded company named Talen Energy. See
"Business Strategy” and "Financial and Operational Developments - Other Financial and Operational Developments -
Anticipated Spinoff of PPL Energy Supply” below for additional information. Beginning in the first quarter of 2015, PPL
Energy Supply is filing a separate Form 10-Q.

In addition to PPL, the other Registrants included in this filing are as follows,
(PPL Electric)

PPL Electric, headquartered in Allentown, Pennsylvania, is a direct wholly owned subsidiary of PPL and a regulated public
utility that is an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is
subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of
FERC under the Federal Power Act. PPL Electric delivers electricity in its Pennsylvania service area and provides electricity
supply to retail customers in that area as a PLLR under the Customer Choice Act.

(LKE)

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

(LG&E)

LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmission, distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is
subject to regulation as a public utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of
the FERC under the Federal Power Act.
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(KU)

KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmission, distribution and sale of electricity in Kentucky, Virginia and Tennessee. KU is subject to regulation
as a public utility by the KPSC, the VSCC and the TRA, and certain of its transmission and wholesale power activities are
subject to the jurisdiction of the FERC under the Federal Power Act. KU serves its Virginia customers under the Old
Dominion Power name and its Kentucky and Tennessee customers under the KU name.

Business Strategy

(All Registrants)

The strategy for the regulated businesses of WPD, PPL Electric, LG&E and KU is to provide efficient, reliable and safe
operations and strong customer service, maintain constructive regulatory relationships and achieve timely recovery of costs.
These regulated businesses also focus on providing competitively priced energy to customers and achieving stable, long-term
growth in earnings and rate base, or RAV, as applicable. Both rate base and RAV are expected to grow for the foreseeable
future as a result of significant capital expenditure programs to maintain existing assets and to improve system reliability and,
for LKE, LG&E and KU, to comply with federal and state environmental regulations related to coal-fired electricity
generation facilities.

For the U.K. regulated businesses, effective April 1, 2015 for the RIIO-ED1 price control period, 80% of network related
expenditures are added to the RAV and, together with adjustments for inflation as measured by Retail Price Index (RPI) and
a return on the RAV, recovered through allowed revenue with the remaining 20% of expenditures being recovered in the
current regulatory year. RAV is intended to represent expenditures that have a long-term benefit to WPD (similar to capital
projects for the U.S. regulated businesses). The RAV balance at March 31, 2015 will continue to be recovered over 20 years
and additions after April 1, 2023 will be recovered over 45 years; a transitional arrangement will gradually change the life
over the corrent price control period which commenced April 1, 2015, resulting in an expected average useful life of 35 years
for RAV additions in that period. In addition, incentive targets have been adjusted in RIIO-ED1, resulting in lower overall
incentive revenues available to be earned. See "Financial and Operational Developments - Other Financial and Operational
Developments - RIIO-ED1" below for additional information.

For the U. 8. regulated businesses, recovery of capital project costs is attained through various rate-making mechanisms,
including periodic base rate case proceedings, FERC formula rate mechanisms, and other regulatory agency-approved
recovery mechanisms. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel
adjustment clause, gas supply clause and recovery on certain construction work-in-progress) that reduce regulatory lag and
provide for timely recovery of and a return on, as appropriate, prudently incurred costs. In Pennsylvania, the FERC
transmission formula rate, DSIC mechanism and other recovery mechanisms are in place to reduce regulatory lag and provide
for timely recovery of and a return on, as appropriate, prudently incurred costs.

To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is
to maintain investment grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and
operational risk management programs that, among other things, are designed to monitor and manage exposure to earnings
and cash flow volatility related to, as applicable, changes in energy and fuel prices, interest rates, counterparty credit quality
and the operating performance of generating units. To manage these risks, PPL generally uses contracts such as forwards,
options, swaps and insurance contracts.

(PPL)

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to combine their
competitive power generation businesses into a new, stand-alone, publicly traded company named Talen Energy. Under the
terms of the agreements, at closing, PPL will spin off to PPL shareowners a newly formed entity, Holdco, which at such time
will own all of the membership interests of PPL Energy Supply and all of the common stock of Talen Energy. Immediately
following the spinoff, Holdco will merge with a special purpose subsidiary of Talen Energy, with Holdco continuing as the
surviving company to the merger and as a wholly owned subsidiary of Talen Energy and the sole owner of PPL. Energy
Supply. Substantially contemporaneous with the spinoff and merger, RIS Power will be contributed by its owners to become
a subsidiary of Talen Energy. Following completion of these transactions, PPL shareowners will own 65% of Talen Energy
and affiliates of Riverstone will own 35%. PPL will have no continuing ownership interest in, control of, or affiliation with
Talen Energy. The transaction is intended to be tax-free to PPL and its shareowners for U.S. federal income tax purposes and
is subject to customary closing conditions, including receipt of required regulatory approvals from the NRC, FERC, DOJ and
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PUC, all of which were received by mid-April 2015. In addition, there must be available, subject to certain conditions, at
least $1 billion of undrawn credit capacity under a revolving credit or similar facility of Talen Energy or one or more of its
subsidiaries. Any letters of credit or other credit support measures posted in connection with energy marketing and trading
transactions at the time of the spinoff are excluded from this calculation.

In connection with the FERC approval, PPL and RJS Power have agreed that within 12 months after closing of the
transaction, Talen Energy will divest approximately 1,300 MW of generating assets in one of two groups of assets (from PPL
Energy Supply's existing portfolio, this includes either the Holtwood and Wallenpaupack hydroelectric facilities or the
Ironwood facility), and limit PIM energy market offers from assets it would retain in the other group to cost-based offers.

On April 29, 2015, PPL's Board of Directors declared the distribution of Holdco to PPL's shareowners of record on May 20,
2015, with the spinoff to occur on June 1, 2015. Based on the number of shares of PPL common stock outstanding at

April 29, 2013, the distribution ratio is expected to be approximately 0.125 shares of Talen common stock for each share of
PPL common stock. The final ratio will be determined after the record date. The spinoff will have no effect on the number
of PPL common shares owned by PPL shareowners or the number of shares of PPL common stock outstanding,.

Talen Energy will own and operate a diverse mix of approximately 14,000 MW (after divestitures to meet FERC market
power standards) of generating capacity in certain U.S. competitive energy markets primarily in PJM and ERCOT.

Following the transaction, PPL's focus will be on its regulated utility businesses in the U.K., Kentucky and Pennsylvania,
serving more than 10 million customers. PPL intends to maintain a strong balance sheet and manage its finances consistent
with maintaining investment grade credit ratings and providing a competitive total shareowner return, including an attractive
dividend. Excluding costs required to provide transition services to Talen Energy and following the spinoff transaction, PPL
expects to reduce annual ongoing corporate support costs by approximately $75 million.

See "Financial and Operational Developments - Other Financial and Operational Developments - Anticipated Spinoff of PPL
Energy Supply” below for additional information.

The strategy for PPL Energy Supply is to optimize the value from its competitive generation asset and marketing portfolios
while mitigating near-term volatility in both cash flows and earnings. PPL Energy Supply endeavors to do this by matching
energy supply with load, or customer demand, under contracts of varying durations with creditworthy counterparties to
capture profits while effectively managing exposure to energy and fuel price volatility, counterparty credit risk and
operational risk. PPL. Energy Supply is focused on maintaining profitability and positive cash flow during this current period
of low energy and capacity prices.

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

Financial and Operational Developments

Earnings (PPL)

PPL's earnings by reportable segments for the periods ended March 31, were as follows:

Three Months
2015 2014 __$ Change
U.K. Regulated $ 375 % 206 % 169
Kentucky Regulated 169 107 2
Pennsylvania Regulated 87 85 2
Supply 95 (75) 170
Corporate and Other (a} (19 {7) (12)
Net Income 3 647 3% 316 8 331
EPS - hasic 3 097 % 050 3% 047
EPS - diluted (b) 3 09 3 049 § 047

. (a) Primarily represents financing and certain other costs incurred at the corporate level that have not been allocated or assigned to the segments, which are
presented to reconcile segment information to PPL's consolidated resuits. 2015 includes certain costs related to the anticipated spinoff of PPL Energy
Supply. See the following table of special items for additional information.
(b) See Note 4 to the Financial Statements for information on the Equity Units' impact on the calculation of diluted EPS.
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The following after-tax gains (losses), in total, which management considers special items, impacted PPL's results for the
periods ended March 31. See PPL's "Results of Operations - Segment Earnings" for details of each segment's special items.

Three Months
2015 2014 $ Change
U.K. Regulated $ 39 3% 58) 5 97
Supply (a) 95 (75) 170
Corporate and Other (b) (6) (6)
Tetal PPL $ 128 § (133) § 261

(a) Asaresult of the anticipated spinoff of PPL Energy Supply, substantially representing PPL's Supply segment, management is now considering the
operating results of the Supply segment to be a special item. See Note 8 to the Financial Statements for additional information,

() Primarily includes external transaction and transition costs related to the anticipated spinoff of PPL Energy Supply. See Note 8 to the Financial
Statements for additional information.

2015 QOutlook
(PPL)

In anticipation of the spinoff of PPL Energy Supply, no forward looking information, including an earnings forecast, is being
provided for the Supply segment.

Excluding special items, including Supply segment eamnings, higher earnings are expected in 2015 compared with 2014, after
adjusting 2014 to include certain dissynergies in the Corporate and Other category that were recorded in the Supply segment.
The following projections and factors underlying these projections {on an after-tax basis) are provided for PPL's other
segments and the Corporate and Other category and the related Registrants,

{PPL's U.K. Regulated Segment)

Excluding special items, higher earnings are projected in 2015 compared with 2014, primarily driven by lower income taxes,
lower depreciation expense and effects of foreign currency, partially offset by lower utility revenue as Western Power
Distribution transitions to a new eight-year price control period (RIIO-ED1) effective April 1, 2015. The remaining 2015
foreign currency eamings exposure for this segment is 97 percent hedged.

{PPL's Kentucky Regulated Segment and LKE, LG&E and KU)

Higher earnings are projected in 2015 compared with 2014, primarily driven by anticipated electric and gas base rate
increases and returns on additional environmental capital investments, partially offset by higher operation and maintenance
expense, higher depreciation and higher financing costs.

{PPL's Pennsylvania Regulated Segment and PPL Electric)

Excluding special items, lower earnings are projected in 2015 compared with 2014, primarily driven by higher operation and
maintenance expense, higher depreciation, higher financing costs and a benefit recorded in the first quarter of 2014 for a
change in estimate of a regulatory liability, partially offset by higher transmission margins and returns on distribution
improvement capital investments.

(PPL's Corporate and Other Category)

Excluding special items, lower costs are projected in 2015 compared with 2014, after adjusting 2014 to include certain
dissynergies in the Corporate and Other category that were recorded in the Supply segment, primarily driven by the reduction
of those dissynergies in 2015 through corporate restructuring efforts and lower income taxes.

(All Registrants)

Earnings in future periods are subject to various risks and uncertainties. See "Forward-Looking Information," the rest of this
Item 2, Notes 6 and 10 to the Financial Statements and "Item 1A. Risk Factors" in this Form 10-Q (as applicable) and

"Itemn 1. Business” and "Item 1A. Risk Factors" in the Registrants' 2014 Form 10-K for a discussion of the risks, uncertainties
and factors that may impact future earnings.
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Other Financial and Operational Developments

Economic and Market Conditions
(All Registrants except PPL Electric)

The businesses of PPL Energy Supply, LKE, LG&E and KU are subject to extensive federal, state and local environmental
laws, rules and regulations, including those pertaining to CCRs, GHG, effluent limitation guidelines and MATS. See
"Financial Condition - Environmental Matters" below for additional information on these requirements. These and other
stringent environmental requirements, combined with low energy margins for competitive generation, have led several
energy companies, including PPL, PPL Energy Supply, LKE, LG&E and KU, to announce plans either to temporarily or
permanently close, and/or impair certain of their coal-fired generating plants.

(PPL)

Given current and forecasted economic and market conditions, the announced transaction with affiliates of Riverstone to
form Talen Energy, PPL Energy Supply's current sub-investment grade credit rating and Talen Energy's expected sub-
investment grade credit rating, PPL Energy Supply will continue to monitor its business and operational plans, including
capital and operation and maintenance expenditures, its hedging strategies and potential plant modifications to burn lower
cost fuels. See "Margins - Changes in Non-GAAP Financial Measures - Unregulated Gross Energy Margins" below for
additional information on energy margins.

(All Registrants)

The Registrants cannot predict the impact that future economic and market conditions and regulatory requirements may have
on their financial condition or results of operations.

(PPL)
. Anticipated Spinoff of PPL Energy Supply

Following the announcement of the transaction to form Talen Energy as discussed in "Business Strategy” above, efforts were
initiated to identify the appropriate staffing for Talen Energy and for PPL and its subsidiaries following completion of the
spinoff. Organizational plans were substantially completed in 2014. The new organizational plans identified the need to
resize and restructure the organizations and as a result, in 2014, estimated charges for employee separation benefits were
recorded. See Note 8 in the 2014 Form 10-K for additional information. The separation benefits include cash severance
compensation, lump sum COBRA reimbursement payments and outplacement services. Most separations and payment of
separation benefits are expected to be completed by the end of 2015. At March 31, 2015 and December 31, 2014, the
recorded liabilities related to the separation benefits were $19 million and $30 million, which are included in "Other current
liabilities" on the Balance Sheets.

Additional employee-related costs to be incurred primarily include accelerated stock-based compensation and pro-rated
performance-based cash incentive and stock-based compensation awards, primarily for PPL Energy Supply employees and
for PPL. employees who have become PPL Energy Supply employees in connection with the transaction, These costs will be
recognized at the spinoff closing date. PPL estimates these additional costs will be in the range of $30 million to $40 million.

PPL recorded $6 million of third-party costs during the three months ended March 31, 2015 related to this transaction, Of
these costs, $2 million were primarily for legal and accounting fees to facilitate the transaction, and are recorded in "Other
Income (Expense) - net" on the Statement of Income. An additional $4 million of consulting and other costs were incurred to
ready the new Talen Energy organization and reconfigure the remaining PPL service functions. These costs are recorded in
"Qther operation and maintenance" on the Statement of Income. PPL recorded $27 million of third-party costs in 2014
related to this transaction., PPL currently estimates a range of total third-party costs that will ultimately be incurred of
between $60 million and $70 million.

The assets and liabilities of PPL's Supply segment will continue to be classified as "held and used" on PPL's Balance Sheet
until the closing of the transaction, at which time the operations of the Supply segment will be classified as discontinued
operations. At the close of the transaction, unamortized losses on PPL interest rate swaps recorded in AOCI and designated
as hedges of PPL Energy Supply's future interest payments will be reclassified into earnings and reflected in discontinued
operations. The amount of these unamortized losses deferred in AOCI at March 31, 2015 was $55 million after-tax.
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In conducting its annual goodwill impairment assessment in the fourth quarter of 2014 for its Supply segment reporting unit,
PPL determined that the estimated fair value of the Supply segment exceeded its carrying value and no impairment was
recognized. PPL had not identified any indicators of impairment as of March 31, 2015, but cannot predict whether an
impairment loss will be recorded at the spinoff date. An impairment loss would be recognized by PPL at the spinoff date if
the aggregate carrying amount of the Supply segment's assets and liabilities exceed their aggregate fair value at that date and
would be reflected in discontinued operations. Upon completion of this transaction, PPL will no longer have a Supply
segment.

RIIO-ED1

On April 1, 2015, the RIIO-ED!1 eight-year price control period commenced for WPD's four DNOs. In February 2014,
Ofgem published formal confirmation that WPD's Business Plans submitted by its four DNOs under RIIO-ED1 were
accepted as submitted, or "fast-tracked.” Fast tracking affords several benefits to the WPD DNOs including the ability to
collect additional revenue equivalent to 2.5% of total annual expenditures during the eight-year price control period, or
approximately $43 million annually, greater revenue certainty and a higher level of cost savings retention. See “Item 1.
Business - Segment Information - UK. Regulated Segment” of PPL's 2014 Form 10-K for additional information on RIIO-
EDI.

Depreciation

Effective January 1, 2015, after completing a review of the useful lives of its distribution network assets, WPD extended the
weighted average useful lives of these assets to 69 years from 55 years. For the three months ended March 31, 2015, this
change in useful lives resulted in lower depreciation of $20 million ($16 million after-tax or $0.02 per share). It is expected
to result in an annual reduction in depreciation of approximately $81 million ($65 million after-tax or $0.10 per share) in
2015.

Susqguehanna Turbine Blade Inspection

PPL Susquehanna continues to make modifications to address the causes of turbine blade cracking at the PPL Susquehanna
nuclear plant first identified in 2011. Unit 1 completed its planned refueling and turbine inspection cutage in June 2014 and
installed newly designed shorter last stage blades on one of the low pressure turbines. This change allowed Unit 1 to run
with reduced blade vibration and no identified cracking during 2014. In the first, second and third quarters of 2014, Unit 2
was shut down for blade inspection and replacement, as well as additional maintenance. The financial impact of the Unit 2
outages was not material. Based on the positive experience on Unit 1, the same short blade modifications are currently being
installed on two of the three turbines on Unit 2 during the spring 2015 scheduled refueling outage. All remaining turbine
blade modifications are scheduled to be performed during planned refueling and maintenance outages. Inspections will be
performed over the next several maintenance cycles to validate the performance of the modifications and ensure that the
problem has been corrected. PPL Susquehanna does not expect additional unscheduled turbine maintenance outages after
these modifications are complete.

IRS Audits for 1998 - 2011

In February 2015, PPL and the IRS Appeals division reached a settlement on the amount of PPL's refund from its open audits
for the years 1998 - 2011. The settlement was required to be reviewed and approved by the Joint Committee on Taxation
(JCT) before it is considered final. In April 2015, PPL was notified that the JCT approved PPL's settlement. Subject to a
final determination of interest on the refund, PPL expects to record a tax benefit in the range of $20 million to $30 million in
the second quarter of 2015 related to the settlement of previously unrecognized tax benefits.

(PPL and PPL Electric)
Rate Case Proceedings

On March 31, 2015, PPL Electric filed a request with the PUC for an increase in its annual distribution revenue requirement
of approximately $167.5 million. The proposal would result in a rate increase of 3.9% on a total bill basis and is expected to
become effective on January 1, 2016. PPL Electric's application includes a request for an authorized return-on-equity of
10.95%. The application is based on a fully projected future test year of January 1, 2016 through December 31, 2016,

Concurrently, PPL Electric filed a petition requesting a waiver of the DSIC cap of 5% of billed revenues and approval to

increase the maximum allowable DSIC from 5% to 7.5% for service rendered after January 1, 2016, PPL Electric is
requesting that the PUC consolidate these two proceedings and cannot predict the outcome.
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(PPL, LKE and KU)
7 1 FERC Wholesale Formula Rales

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with a subsequent true-up to actual costs, replacing the current formula which
does not include a true-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014, subject to refund. In April 2014, nine municipalities submitted
notices of termination, under the original notice period provisions, to cease taking power under the wholesale requirements
contracts. Such terminations are to be effective in 2019, except in the case of one municipality with a 2017 effective date. In
addition, a tenth municipality which has a previously settled termination date of 2016 has given notice that it will transfer
service in June 2015. In July 2014, KU agreed on settiement terms with the two municipal customers that did not provide
termination notices and filed the settlement proposal with the FERC for its approval. In Aogust 2014, the FERC issued an
order on the interim settlement agreement allowing the proposed rates to become effective pending a final order. I approved,
the settlement agreement will resolve the rate case with respect to these two municipalities, including an anthorized return on
equity of 10% or the return on equity awarded to other parties in this case, whichever is lower. Also in July 2014, KU made
a contractually required filing with the FERC that addressed certain rate recovery matters affecting the nine terminating
municipalities during the remaining term of their contracts. KU and the terminating municipalities continue settlement
discussions in this proceeding. KU cannot currently predict the outcome of its FERC applications regarding its wholesale
power agreements with the municipalities.

(PPL, LKE, LG&E and KU)
Rate Case Proceedings

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates for
LG&E's electric and gas operations and KU's electric operations. On April 20, 2015, LG&E and KU, and the other parties to
the proceeding, filed a unanimous settlement agreement with the KPSC. Among other things, the proposed settlement
provides for increases in the annual revenue requirements associated with KU base electric rates of $125 million and LG&E
base gas rates of $7 million. The annual revenue requirement associated with base electric rates at LG&E will not

increase. The settlement did not establish a specific return on equity with respect to the base rates, however an authorized
10% return on equity will be utilized in the ECR and GLT mechanisms. The settlement agreement provides for deferred
recovery of costs associated with Green River Units 3 and 4 through their retirement. The new regulatory asset will be
amortized over three years. The settlement also provides regulatory asset treatment for the difference between pension
expense currently booked in accordance with LG&E and KU's pension accounting policy and such an expense using a 15
year amortization period for actuarial gains and losses. The proposed settlement remains subject to KPSC approval. If
approved, the new rates and all elements of the settlement would be effective July 1, 2015.

Results of Operations

(PPL)

The discussion for PPL provides a review of results by reportable segment. The "Margins" discussion provides explanations
of non-GAAP financial measures (Kentucky Gross Margins, Pennsylvania Gross Delivery Margins and Unregulated Gross
Energy Margins) and a reconciliation of non-GAAP financial measures to "Operating Income.” The "Statement of Income
Analysis” discussion addresses significant changes in principal line items on PPL's Statements of Income, comparing the
three months ended March 31, 2015 with the same period in 2014. "Segment Earnings, Margins and Statement of Income
Analysis" is presented separately for PPL,

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

rate basis are calculated by translating current year results at the prior year weighted-average U.K. foreign currency exchange
rate.

(Subsidiary Registrants)

The discussion for each of PPL Electric, LKE, LG&E and KU provides a summary of earnings. The "Margins" discussion
includes a reconciliation of non-GAAP financial measures to "Operating Income” and "Statement of Income Analysis”
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addresses significant changes in principal line items on the Statements of Income comparing the three months ended
March 31, 2015 with the same period in 2014. "Earnings, Margins and Statement of Income Analysis™ is presented
separately for PPL Electric, LKE, LG&E and KU.
{All Registrants)
The results for interim periods can be disproportionately influenced by numercus factors and developments and by seasonal

variations. As such, the results of operations for interim periods do not necessarily indicate results or trends for the year or
future periods.

PPL: Segment Earnings, Margins and Statement of Income Analysis

Segment Earnings

U.K. Requlated Segment

The U.K. Regulated segment consists of PPL Global which primarily includes WPD's regulated electricity distribution
operations, the results of hedging the translation of WPD's earnings from British pound sterling into U.S. dollars, and certain
costs, such as U.S. income taxes, administrative costs, and allocated financing costs. The U.K. Regulated segment represents
58% of Net Income for the three months ended March 31, 2015 and 33% of PPL's assets at March 31, 2015,

Net Income for the periods ended March 31 includes the following resuits:

Three Months
2015 2014 $ Change
Utility revenues ) 686 3 637 3% 49
Energy-related businesses 11 11
Total operating revenues 697 648 49
Other operation and maintenance . 103 108 (53
Depreciation 59 83 (24)
"~ Taxes, other than income . 36 38 2)
;  Energy-related businesses 7 7
Total operating expenses 205 236 (31)
Other Income (Expense) - net ’ 88 (24) 112
Interest Expense 100 122 (22)
Income Taxes 105 60 45
Net Income $ 375 3§ 206 3 169

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

Three Months

UK

Utility revenues 5 33

Other operation and maintenance (3)

Depreciation 20

Interest expense 5

Income taxes )
U.s.

Interest expense and other 9

Income taxes 7
Foreign currency exchange, after-tax 7
Special items, after-tax 97
Total b 169
UK.

* Higher utility revenues primarily due to $42 million from the April 1, 2014 price increase, partially offset by $10 million
of lower volume.

» Lower depreciation expense primarily due to a $20 million impact of an extension of the network asset lives. See Note 2
to the Financial Statements for additional information.
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The following after-tax gains (losses), which management considers special items, also impacted the UK. Regulated
segment's results during the periods ended March 31.

Income Statement Three Months
Line Item 2015 2014
Other Income
Foreign currency-related economic hedges, net of tax of $(20), $3 (a) (Expense)-net $ 37 % 6)
Other operation
WPD Midlands acquisition-related adjustment, net of tax of $(1}, $0 and maintenance 2
Change in WPD line loss accrual, net of tax of 30, $13 (b) Utility (52)
Total $§ 393 (58

(a) Represents unrealized gains (losses) on contracts that economically hedge anticipated GBP denominated eamnings.
(B) In March 2014, Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result, WPD increased its existing
liability by $65 million, pre-tax, for over-recovery of line losses. See Note 6 to the Financial Statements for additional information.

Kentucky Requlated Segment

The Kentucky Regulated segment consists primarily of LKE's regulated electricity generation, transmission and distribution
operations of LG&E and KU, as well as LG&E's regulated distribution and sale of natural gas. In addition, certain financing
costs are allocated to the Kentucky Regulated segment. The Kentucky Regulated segment represents 17% of Net Income for
the three months ended March 31, 2015 and 27% of PPL's assets at March 31, 2015,

Net Income for the periods ended March 31 includes the following results:

Three Months
2015 2014 $ Change _
Utility revenues 3 899 § 934 % (35)
Fuel 253 277 24)
Energy purchases 92 124 {32)
Other operation and maintenance 209 206 3
Depreciation 95 86 9
Taxes, other than income 14 13 1
Total operating expenses 663 706 {43
Other Income (Expense) - net 1)) 2) 1
Interest Expense 55 55
Income Taxes 71 64 7
Net Income 3 109§ 107 3 2

The changes in the results of the Kentucky Reguiated segment between these periods were due to the factors set forth below,
which reflect amounts classified as Kentucky Gross Margins on a separate line within the table and not in their respective
Statement of Income line items.

Three Months
Kentucky Gross Margins $ 14
Other operation and maintenance (2)
Depreciation 4)
Other Income (Expense) - net 1
Income taxes 6]
Total $ 2

s See "Margins - Changes in Non-GAAP Financial Measures” for an explanation of Kentucky Gross Margins.
» Higher depreciation expense primarily due to PP&E additions, net.

» Higher income taxes due to higher pre-tax income which increased income taxes by $4 million and the establishment of a
valuation allowance on a deferred tax asset of $3 million.

Pennsylvania Requlated Segment
The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL

Electric. The Pennsylvania Regulated segment represents 13% of Net Income for the three months ended March 31, 2015
and 16% of PPL's assets at March 31, 2015.
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Net Income for the periods ended March 31 includes the following results:

Three Months
. 2015 2014 $ Change
t
Utility revenues 3 630 § 592 % 38
Energy purchases
External 227 189 38
Intersegment 9 27 (18)
Other operation and maintenance 133 134 [4)]
Depreciation 51 45 6
Taxes, other than income 35 32 3
Total operating expenses 435 427 28
Other Income (Expense) - net 2 2
Interest Expense 31 29 2
Income Taxes 59 53 6
Net Income 3 87 3 85 % 2

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

Three Months
Pennsylvania Gross Delivery Margins $ 13
Other operation and maintenance 2
Depreciation ()]
Inierest expense )
Other 1
Income taxes (6}
Total § 2

s See "Margins - Changes in Non-GAAP Financial Measures” for an explanation of Pennsylvania Gross Delivery Margins,

¢ Higher depreciation expense primarily due to transmission PP&E additions, net as well as additions related to the ongoing
efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure.

+ Higher income taxes primarily due to higher pre-tax income.

Supply Seagmesnt

The Supply segment primarily consists of PPL Energy Supply's wholesale, retail, marketing and trading activities, as well as
its competitive generation operations. In addition, certain financing and other costs are allocated to the Supply segment. The
Supply segment represents 15% of Net Income for the three months ended March 31, 2015 and 22% of PPL's assets at
March 31, 2015.

In June 2014, PPL and PPL Energy Supply, which primarily represents PPL's Supply segment, executed definitive
agreements with affiliates of Riverstone to combine their competitive power generation businesses inio a new, stand-alone,
publicly traded company named Talen Energy. Upon completion of this transaction, PPL will no longer have a Supply
segment. See Note 8 to the Financial Statements for additional information.

Net Income for the periods ended March 31 includes the following results:

Three Months
2015 2014 $ Change

Energy revenues

External (a) (b) $ 833 3% (1,107 % 1,940

Intersegment 9 27 (18)
Energy-related businesses 104 125 (21)

Total operating revenues 946 (955) 1,901
Fuel (a) 351 482 (131
Energy purchases (a) (c) 1 (1,804) 1,805
Other operation and maintenance 226 229 3)
Depreciation 77 75 2
Taxes, other than income 15 18 3)
Energy-related businesses 98 124 (26)

Total operating expenses 768 (876) 1,644
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Three Months
2015 2014 $ Chanpge
Other Income (Expense) - net 7 6 1
Interest Expense 33 46 (8)
Income Taxes 52 (52) 104
Income (Loss) from Discontinued Operations (8) 8
Net Income $ 95 3 @) 3 170

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

(b) 2014 includes significant realized and unrealized losses on physical and financial commedity sales contracts due to the unusually cold weather
experienced in the first quarter of 2014,

(c) 2014 includes significant realized and unrealized gains on physical and financial commodity purchase contracts due to the unusually cold weather
experienced in the first quarter of 2014,

The changes in the results of the Supply segment between these periods were due to the factors set forth below, which reflect
amounts classified as Unregulated Gross Energy Margins and certain other items on separate lines and not in their respective
Statement of Income line items. See below for additional detail of these other items.

Three Months
Unregulated Gross Energy Margins 3 (58)
Other operation and maintenance
Other Income (Expense) - net 1
Interest expense 9
Other 2
Income taxes 5
Energy-related businesses 5
Discontinued operations, after-tax 27
Other items, after-tax 171
Total 3 170

e See "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Unregulated Gross Energy Margins.
s Lower other operation and maintenance primarily due to lower labor costs attributable to restructuring activities.

* Lower interest expense primarily due to certain PPL Capital Funding debt no longer being associated with the Supply
segment in 2015 and represents a dissynergy for PPL related to the spinoff of PPL Energy Supply.

The following after-tax gains (losses), reflected as "Other iterns, after-tax” in the table above, also impacted the Supply
segment's results during the periods ended March 31.

Income Statement Three Months
Line Item 2015 2014
Adjusted energy-related economic activity - net, net of tax of ${18), $95 (a) 3 27 %5 (139)
Discontinued
Kerr Dam Project impairment, net of tax of $0, $8 (b) Operations (10)
Other operation
Corette closure costs, net of tax of $2, 30 (¢) and maintenance 3)

Spinoff of PPL Energy Supply:
Other operation

Transition costs, ret of tax of $0, $0 and maintenance (1)
Other operation
Employee transitional services, net of tax of $1, $0 and maintenance (1)
Total § 22 3§ (149

(a) Represents unrealized gains (losses), after-tax, on economic activity. See "Commodity Price Risk (Non-trading) - Economic Activity” in Note 14 to
the Financial Statements for additional information. Amounts have been adjusted for insignificant option premiums.

(b) In 2014, an arbitration panel issued its final decision holding that the conveyance price payable to PPL Montana was $18 million. As a result, PFL
determined the Kerr Dam Project was tmpaired and recorded a pre-tax charge of $18 milfion. See Note 13 to the Financial Statements for additional
information.

(c) Operations were suspended and the Corette plant was retired in March 2015.
Margins
Non-GAAP Financial Measures

Management utilizes the following non-GA AP financial measures as indicators of performance for its businesses.
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"Kentucky Gross Margins" 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 of production (recorded as "Other operation and maintenance" on the Statements of Income) are
deducted from revenues. In addition, certain other expenses, recorded as "Other operation 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 mechanisms allow
for direct recovery of these expenses and, in some cases, returns on capital investments and performance incentives. As a
result, this measure represents the net revenues from electricity and gas operations.

"Pennsylvania Gross Delivery Margins" is a single financial performance measure of the electricity delivery operations of
the Pennsylvania Regulated segment and PPL Electric, which includes transmission and distribution activities. In
calculating this measure, utility revenues and expenses associated with approved recovery mechanisms, including energy
provided as a4 PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in
"Energy purchases,”" "Other operation and maintenance,” which is primarily Act 129 costs, and "Taxes, other than
income," which is primarily gross receipts tax. This performance measure includes PLR energy purchases by PPL
Electric from PPL EnergyPlus, which are reflected in "PLR intersegment utility revenue (expense)" in the reconciliation
table below (in "Energy purchases from affiliate” in PPL Electric's reconciliation table). As a result, this measure
represents the net revenues from the Pennsylvania Regulated segment’s and PPL Electric's electricity delivery operations.

"Unregulated Gross Energy Margins" is a single financial performance measure of the Supply segment’s competitive
energy activities, which are managed on a geographic basis. In calculating this measure, energy revenues, including
operating revenues associated with certain businesses classified as discontinued operations, are offset by the cost of fuel,
energy purchases, certain other operation and maintenance expenses, primarily ancillary charges, gross receipts tax,
recorded in "Taxes, other than income," and operating expenses associated with certain businesses classified as
discontinued operations. This performance measure is relevant due to the volatility in the individual revenue and expense
lines on the Statements of Income that comprise "Unregulated Gross Energy Margins.” This volatility stems from a
number of factors, including the required netting of certain transactions with ISOs and significant fluctvations in
unrealized gains and losses. Such factors could result in gains or losses being recorded in either "Unregulated wholesale
energy,” "Unregulated retail energy” or "Energy purchases" on the Statements of Income. This performance measure
includes PLR revenues from energy sales to PPL Electric by PPL EnergyPlus, which are reflected in "PLR intersegment
utility revenue {expense)” in the reconciliation table below. "Unregulated Gross Energy Margins” excludes adjusted
energy-related economic activity, which includes the changes in fair value of positions used to economically hedge a
portion of the economic value of the competitive generation assets, full-requirement sales contracts and retail activities.
This economic value is subject to changes in fair value due to market price volatility of the input and output commodities
(e.g., fuel and power) prior to the delivery period that was hedged. Adjusted energy-related economic activity includes
the ineffective portion of qualifying cash flow hedges and premium amortization associated with options. Unrealized
gains and losses related to this activity are deferred and included in "Unregulated Gross Energy Margins" over the
delivery period of the item that was hedged or upon realization.

These measures are not intended to replace "Operating Income,” which is determined in accordance with GAAP, as an
indicator of overall operating performance. Other companies may use different measures to analyze and report their results
of operations. Management believes these measures provide additional useful criteria to make investment decisions. These
performance measures are used, in conjunction with other information, by senior management and PPL's Board of Directors
to manage the operations and analyze actual results compared with budget.

Reconciliation of Non-GAAP Financial Measures

The following table contains the components from the Statement of Income that are included in the non-GAAP financial
measures and a reconciliation to PPL's "Operating Income” for the periods ended March 31.
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2015 Three Months 2014 Three Months
Unregulated Unregulated
Kentucky PA Gross Gross Kentucky PA Gross Gross
Gross Delivery  Energy Operating ~ Gross Delivery Energy Operating

Margins _Margins  Margins  Other (a) Income (b) Margins  Marging  Margins Other (a)  Income (b)

Operating Revenues

Utility 3 899 3 630 $ 685 3 2214 % 934 § 592 5 636 () $ 2,162
PLR intersegment utility
revenue (expense) (d) 3 9 2ns 27
Unregulated wholesale '
energy 614 (93)(e) 521 (665) (792) (&) (1,457)
Unregulated retail energy 324 (14)(e) 310 377 (293 (e) 348
Energy-related businesses 120 120 141 141
Total Operating Revenues 899 621 947 698 3,165 934 565 (261) (44) 1,194
Operating Expenses
Fuel 253 351 604 277 431 758
Energy purchases 92 227 152 (150)¢e) 321 124 189 (1,219 (588) () (1,494)
Other operation and
maintenance 24 26 4 614 668 23 25 7 613 668
Depreciation 7 286 203 2 298 300
Taxes, other than income 1 33 12 55 101 29 13 59 101
Energy-related businesses 2 109 111 2 136 138
Total Operating Expenses 377 286 521 914 2,058 426 243 (716) 518 471
Income (Loss) from
Discontinued Operations 29 (29) (h
Total 3 522 3 335 § 426§ (216) 3 1,067 $ 508 % 322 3 434 3 (591) $ 723

(a) Represents amounts excluded from Margins.

(b) As reported on the Statements of Income,

{c) Primarily represents WPD's utility revenue.

(d) Primarily related to PLR supply sold by PPL EnergyPlus to PPL Electric.

(e) Includes energy-related economic activity, which is subject to fluctuations in value due to market price volatility. See "Commodity Price Risk (Non-
trading) - Economic Activity” in Note 14 to the Financial Statements. Amounts have been adjusted for insignificant option premiums.

(f) Represents the revenues associated with the hydroelectric generating facilities located in Montana that are classified as discontinued operations. These
revenuss are not reflected in "Operating Income” on the Statements of Income,

Changes in Non-GAAP Financial Measures

The following table shows the non-GAAP financial measures by PPL's reportable segment and by component, as applicable,
for the three months ended March 31 as well as the change between periods. The factors that gave rise to the changes are
described following the table.

Three Months
2015 2014 $ Change

Kentucky Regulated
Kentucky Gross Margins

LG&E 3 230 % 226 $ 4

KU 202 282 10
LKE $ 522 § 508 3 14
Pennsylvania Regulated
Pennsylvania Gross Delivery Margins

Distribution $ 242 % 249 % @)

Transmission 93 73 20
Total $ 335 8 322 % 13
Supply
Unregulated Gross Energy Margins

Eastern U.S. $ 405 § 435 § 30)

Western ULS. 21 49 (28)
Total $ 426 3 484 3 (58)
Kentucky Gross Margins

Kentucky Gross Margins increased primarily due to returns on additional environmental capital investments of $18 million
($10 million at LG&E and $8 million at KU) and higher demand revenue of $7 million ($6 million at KU and $1 million at
LG&E) partially offset by lower sales volume of $10 million {($6 million at KU and $4 million at LG&E). The change in
sales volume was primarily attributable to milder winter weather conditions in 2015 compared to 2014,
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Pennsylvania Gross Delivery Margins
Distribution
Distribution margins decreased primarily due to a $12 million benefit recorded in the first quarter of 2014 as a result of a
change in estimate of a regulatory liability partially offset by a $4 million favorable effect of distribution improvement capital
investments and a $4 million impact of favorable weather.
Transmission
Transmission margins increased primarily due to increased capital investments.
Unregulated Gross Energy Margins
Eastern U.5.
Eastern margins decreased primarily due to lower capacity prices of $69 million, unusually cold weather conditions in 2014
as discussed below of $38 million, net change on commodity positions of $28 million and full-requirement sales contracts of
$22 million, partially offset by higher baseload energy prices of $75 million and favorable asset performance of $49 million.
During the first quarter of 2014, the PIM region experienced unusually cold weather conditions, higher demand and
congestion patterns, causing rising natural gas and electricity prices in spot and near-term forward markets. Due to these
market dynamics, PPL Energy Supply captured opportunities on unhedged generation, which were offset primarily by losses
incurred by under-hedged fuli-requirement sales contracts and retail electric portfolios which were not fully hedged or able to
be fully hedged given the extreme load conditions and lack of market liquidity.
Western U.S.
Western margins decreased primarily due to the sale of the Montana hydroelectric generating facilities in November 2014.

, Statement of Income Analysis -

Utility Revenues

The increase (decrease) in utility revenues for the period ended March 31, 2015 compared with 2014 was due to:

Three Months

Domestic:

PPL Electric (a) $ 38

LKE (b) (35)

Total Domestic — 3
U.K.:

Price (c) 42

Foreign currency exchange rates (48)

Volume 10y

Line Joss accrual adjustments (d) 65

Total UK. 49
Total $ 52

(a) See "Pennsylvania Gross Delivery Margins" for further information,
(b) See "Kentucky Gross Margins” for further information.
(c) The increase was due to a price increase effective April 1, 2014,

(d) The increase was due to unfavorable accrual adjustments in 2014 based on Ofgem’s final decision on the DPCRA4 line loss incentives and penalties. See
Note 6 to the Financial Statements for additional information.

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the period ended March 31, 2015
compared with 2014 are included above within "Margins" and are not discussed separately.

X Three Months
[
Unregulated wholesale energy (a) $ 1,978
Unregulated retail energy (38)
Fuel (154)
Energy purchases (b) 1815
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(a) 2014 includes significant realized and unrealized losses on physical and financial commedity sales contracts due to the unusually cold weather
() 2014 includes significant realized and unrealized gains on physical and financial commedity purchase contracts due to the unusually cold weather.

' Energy-Related Businesses

Net contributions from energy-related businesses increased by $6 million for the period ended March 31, 2015 compared
with 2014 primarily due to higher margins on existing construction projects at the mechanical contracting and engineering
subsidiaries.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the period ended March 31, 2015 compared with 2014 was

due to:
Three Months
Domestic:
Fossil and hydroelectric plants (a) $ 4
PPL EnergyPlus (b) 6]
PPL Electric storm costs (10)
FPPL Electric Act 129 5
External transition costs associated with the spinoff of PPL Energy Supply 4
Uncollectible accounts 3
Other 9
UK:
Network maintenance (5)
Foreign currency exchange rates N
Pension (4)
Engineering management 9
WPD Midlands acquisition-related adjustment (3)
Other 4
Total 3

(2) The increase was primarily due to costs related to the retirement of the Corette plant in March 2015.
(b) The decrease was primarily due to lower labor costs attributable to restnrcturing activities,

Depreciation

Depreciation decreased by $7 million for the three months ended March 31, 2015 compared with 2014, primarily due to a
$20 million reduction from an extension of the WPD network asset lives partially offset by additions to PP&E, net. See Note
2 to the Financial Statements for additional information on the extension of WPD network asset lives.

Other Income (Expense) - net

Other income (expense) - net increased by $118 million for the three months ended March 31, 2015 compared with 2014,
primarily due to an increase of $112 million from realized and unrealized gains on foreign currency contracts to economically
hedge GBP denominated earnings from WPD.

See Note 12 to the Financial Statements for additional information.

Interest Expense

The increase (decrease) in interest expense for the period ended March 31, 2015 compared with 2014 was due to:

Three Months
Loss on extinguishment of debt (a) $ ®
Foreign currency exchange rates )]
Other 1
Total 3 (15)

(a) In March 2014, PPL Capital Funding remarketed and exchanged junior subordinated notes that were orniginally issued in April 2011 as a component of
PPL's 2011 Equity Units.

Income Taxes

The increase (decrease) in income taxes for the period ended March 31, 2015 compared with 2014 was due to:
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Three Months
Change in pre-tax income at current period tax rates $ 165
Valuation allowance adjustments 3
U.S. income tax on foreign eamings net of foreign tax credit (12)
Intercompany interest on UK. financing entities ®
Impact of lower U.K. income tax rates 6
Other (2)
Total $ 154

See Note 5 to the Financial Statements for additional information.
Income (Loss) from Discontinued Operations (net of income taxes)
Income (Loss) from Discontinued Operations (net of income taxes) for the three months ended March 31, 2014 includes the

results of operations of the Montana hydroelectric generating facilities, which were sold in November 2014. See
"Discontinued Operations - Montana Hydro Sale" in Note 8 to the Financial Statements for additional information.

PPL Electric: Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Ended
March 31,
2015 2014
Net Income ) g7 s B5

Earnings increased slightly for the three month period in 2015 compared with 2014 primarily due to higher margins from
additional transmission capital investments, partially offset by higher depreciation expense. The first quarter of 2014 also
benefited from a change in estimate of a regulatory liability,

The table below quantifies the changes in the components of Net Income between these periods, which reflects amounts
classified as Pennsylvania Gross Delivery Margins on a separate line and not in their respective Statement of Income line

items.

Three Months
Pennsylvania Gross Delivery Margins $ 13
Other operation and maintenance 2
Depreciation ©)
Cther 1
Interest expense @)
Income taxes ()]
Total 3 2
Margins

"Pennsylvania Gross Delivery Margins" is a non-GAAP financial performance measure that management utilizes as an
indicator of the performance of its business. See PPL's "Resuits of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes between periods.

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended March 31.

2015 Three Months 2014 Three Months
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 630 3 630 § 592 $ 592
Operating Expenses
Energy purchases 27 227 189 189
Energy purchases from affiliate 9 9 27 27
Other operation and maintenance 26 % 107 133 25 3 109 134
Depreciation 51 51 45 45
Taxes, other than income 33 2 a5 29 3 32
Total Operating Expenses 295 160 455 270 157 427
Total $ 335 % (160) §$ 175 § 322 % 157y 3 165
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(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Statement of Income Analysis --
Certain Operating Revenues and Expenses Included in "Margins”

The following Statement of Income line items and their related increase (decrease) during the period ended March 31, 2015
compared with 2014 are included above within "Margins" and are not discussed separately.

Three Months
Operating revenues ] 38
Energy purchases 38
Energy purchases from affiliate (18)

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the period ended March 31, 2015 compared with 2014 was

due to:

Three Months
Vegetation management 3 (2)
Storm costs (10)
Act 129 5
Uncollectible accounts 3
Corporate service costs 3
Total $ (1)

Depreciation

Depreciation increased by $6 million for the three months ended March 31, 2015 compared with 2014, primarily due to
transmission PP&E additions, net as well as additions related to the ongoing efforts to ensure the reliability of the delivery
system and the replacement of aging infrastructure.

Income Taxes

The increase (decrease) in income taxes for the period ended March 31, 2015 compared with 2014 was due to:

Three Months
Change in pre-tax income at current period tax rates $ 5
Other 1
Total $ 6
See Note 5 to the Financial Statements for additional information.
LKE: Earnings, Margins and Statement of Income Analysis

Earnings

Three Months Ended

March 31,

2015 2014

Net Income $ 117 % 115

Earnings increased slightly for the three month period in 2015 compared with 2014 primarily due to returns on additional

environmental capital investments and higher demand revenue partially offset by lower sales volume, higher depreciation

expense and higher income tax expense. The change in sales volume was primarily attributable to milder winter weather
. conditions in 2015 compared to 2014,

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins on a separate line within the table and not in their respective Statement of Income line items.
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Three Months
Margins 5 14
Other operation and maintenance 3]
~ < Depretiation 4
Other Income (Expense)- net 1
Income taxes )]
Total i $ 2
Margins

"Margins” is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, LKE's Margins are referred to as
"Kentucky Gross Margins."

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income” for the perieds ended March 31.

2015 Three Months 2014 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 899 $ 899 § 934 $ 934

Operating Expenses

Fuel 253 253 21 277
Energy purchases 92 92 124 124
Other operation and maintenance 24 3 185 209 23 % 183 206
Depreciation 7 88 95 2 84 86
Taxes, other than income 1 13 14 13 13
Total Operating Expenses 377 286 663 426 280 706
N Total 3 522 % (286) $ 236§ 508 § (280) § 228

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income,

Statement of Income Analysis --
Certain Operating Revenues and Expenses included in "Margins"

The following Statement of Income line items and their related decrease during the period ended March 31, 2015 compared
with 2014 are included above within "Margins" and are not discussed separately.

Three Months
Operating revenues $ 35
Fuel 24
Energy purchases 32

Depreciation

Depreciation increased by $9 million for the three months ended March 31, 2015 compared with 2014 primarily due to
additions to PP&E, net.

Income Taxes

Income taxes increased by $7 million for the three months ended March 31, 2015 compared with 2014 due to the change in
pre-tax income of $4 million and the establishment of a valuation allowance on a deferred tax asset of $3 million.
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LG&E: Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Ended
March 31,
2015 2014
Net Income 3 53 % 52

Earnings increased slightly for the three month period in 2015 compared with 2014 primarily due to returns on additional
environmental capital investments partially offset by lower sales volume and higher depreciation expense. The change in
sales volume was primarily attributable to milder winter weather conditions in 2015 compared to 2014.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins on a separate line within the table and not in their respective Statement of Income line items.

Three Months
Margins $ 4
Other operation and maintenance 2
Depreciation (2)
Other Income (Expense) - net 1
Interest expense (1
Income taxes 3)
Total s 1
Margins

"Margins” is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL's discussion, LG&E's Margins are included in
"Kentucky Gross Margins."

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended March 31.

2015 Three Months 2014 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 439 3 439 % 479 $ 479

Operating Expenses

Fuel 103 103 117 117
Energy purchases, including affiliate 91 | 124 124
Other operation and maintenance 11 % 85 96 11 % 87 93
Depreciation 3 39 42 1 37 38
Taxes, other than income 1 6 7 6 6
Total Operating Expenses 209 130 339 253 130 383
Total $ 230 § (130) 3 100 § 226 &% (1300 3 96

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income.

Statement of Income Analysis --
Certain Operating Revenues and Expenses included in "Margins”

The following Statement of Income line items and their related decrease during the period ended March 31, 2015 compared
with 2014 are included above within "Margins" and are not discussed separately.
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Three Months
Retail and wholesale $ 25
Electric revenue from affiliate 15
Fuel 14
Energy purchases 30
Energy purchases from affiliate 3

Deprectation

Depreciation increased by $4 million for the three months ended March 31, 2015 compared with 2014 primarily due to
additions to PP&E, net. '

KU: Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Ended
March 31,
2015 2014
Net Income $ % % 77

Earnings increased slightly for the three month period in 2015 compared with 2014 primarily due to returns on additional
environmental capital investments and higher demand revenue partially offset by lower sales volume, higher expenses related
to scheduled maintenance outages and higher depreciation expense. The change in sales volume was primarily attributable to
milder winter weather conditions in 2015 compared to 2014.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins on a separate line within the table and not in their respective Statement of Income line items.

Three Months
Margins 3 10
Other operation and maintenance (5)
Depreciation (2)
Other Income (Expense}- net (1
Income taxes (1
Total 3 1

Margins

"Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful
and the underlying drivers of the changes between periods. Within PPL'’s discussion, KU's Margins are included in
"Kentucky Gross Margins.”

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended March 31,

2015 Three Months 2014 Three Months

Operating Operating

Marpins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues 5 485 $ 485 § 498 $ 498

Operating Expenses

Fuel 150 150 160 160
Energy purchases, including affiliate 26 26 43 43
Other operation and maintenance 13 % 91 104 12 % 86 98
Depreciation 4 49 53 1 47 48
Taxes, other than income 7 7 7 7
Total Operating Expenses 193 147 340 216 140 356
Total $ 202 % (147) § 45 § 282§ (140) $ 142

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income,
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Statement of Income Analysis --
) , Certain Operating Revenues and Expenses included in "Margins"

The following Statement of Income line items and their related decrease during the period ended March 31, 2015 compared
with 2014 are included above within "Margins" and are not discussed separately.

Three Months
Retail and wholesale $ 10
Electric revenue from affiliate 3
Fuel 10
Energy purchases 2
Energy purchases from affiliate 15

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance expense for the period ended March 31, 2015 compared with
2014 was due to:

Three Months
Timing and scope of generation maintenance $ 2
Pension 3
Storm expenses (2)
Other 3
Total $ 6
Depreciation

Depreciation increased by $5 million for the three months ended March 31, 2015 compared with 2014 primarily due to
additions to PP&E, net.

Financial Condition

The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for
all Registrants.

Liquidity and Capital Resources
(All Registrants)

The Registrants had the following at:

PPL (a) PPL Electric LKE LG&E KU
March 31, 2015
Cash and cash equivalents $ 1,335 § 35 8§ 40 % 17 8 23
Short-term investiments 135
Short-term debt 1,595 85 484 216 193
Notes payable with affiliates 40
December 31. 2014
Cash and cash equivalents $ 1,751 % 214 8% 21§ 10 % 11
Short-term investments 120
Shont-term debt 1,466 575 264 236
Notes payable with affiliates 4i

(a) At March 31, 2015, $416 million of cash and cash equivalents were denominated in GBP. If these amounts would be remitted as dividends, PPL.
would not anticipate a material incremental U.S. tax cost. Historically, dividends paid by foreign subsidiaries have been limited to distributions of the
current year's earnings. See Note 5 to the Financial Statements in PPL's 2014 Form 10-K for additional information on undistributed eamings of WFPD.

Net cash provided by (used in) operating, investing and financing activities for the three month period ended March 31, and
the changes between periods, were as follows.
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PPL PPL Electric LKE LG&E KU

2015

. Operating activities 673 § 45) § 451 % 251 8 229
Investing activities (990) (225) 317) (173) (144)
Financing activities 97 91 (115) an (73)
2014
Operating activities 931 % @ 3 310 % 149 % 191
Investing activities {1,183) (42) (206) (116) (154)
Financing activities 392 63 (109) (32) 37
Change - Cash Provided (Used)
Operating activities (258) $ “n 3 141 § 102 % 38
Investing activities 193 (183) (111 (612 10
Financing activities (489) 28 (6) (39) (36)

Operating Activities

The components of the change in cash provided by (used in) operating activities for the three months ended March 31, 2015

compared with 2014 were as follows.

PPL PPL Electric LKE LG&E KU

Change - Cash Provided (Used)

Net income 331 8 2 % 2 8 I 3 1

Non-cash components (255) 31 50 15

Working capital {171) €]} 126 68 37

Defined benefit plan funding (136) (14) (15) (13) (12)

Other operating activities (27) 2 (&) (4) 3
Total (258) 3% 4D $ 141 % 102 5 38
(PPL)

\, PPL had a $258 million decrease in cash provided by operating activities in 2015 compared with 2014.
¢ Netincome improved by $331 million between the periods. However, this included an additional $255 million of
net non-cash benefits, including a $331 million decrease in unrealized losses on hedging activities, which was
partially offset by a $150 million increase in deferred income tax expense. The net $76 million increase from net
income and non-cash components in 2015 compared with 2014 reflects higher revenues in the U.K. and higher
margins in the Pennsylvania and Kentucky regulated segments.

e The $171 million decrease in cash from changes in working capital was primarily due to decreases in accounts
payable, in part due to lower swaps payable and the impact of market price changes on electric trading and timing of
payments. The decrease also reflects lower taxes payable and other current liabilities. These cash outflows were
partially offset by the positive impact of lower unbilled revenues.

¢ Defined benefit plan funding was $136 million higher in 2015.

(PPL Electric)

PPL Electric had a $41 million increase in cash used in operating activities in 2015 compared with 2014,
e Net income improved by $2 million between the periods. There was no change in net non-cash components of net

income.

e The $31 million decline in cash from changes in working capital was partially due to a decrease in accounts payable

(LKE)

with affiliates (primarily due to lower federal income taxes payable to PPL) partially offset by a decrease in
accounts receivable,

Defined benefit plan funding was $14 million higher in 2015,

LKE had a $141 million increase in cash provided by operating activities in 2015 compared with 2014,
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» LKE's non-cash components of net income included a $9 million increase in depreciation expense due to additional
assets in service since the first quarter of 2014, a $1 million increase in deferred income taxes primarily due to an
increase in accelerated depreciation over book depreciation of $34 million, partially offset by a decrease in
utilization of Federal net operating losses of $36 million, and a net $21 million change in regulatory assets and
regulatory liabilities due to the timing of rate recovery mechanisms.

s The increase in cash from working capital was driven primarily by a decrease in income tax receivable as a result of
receiving payment from PPL for the use of excess tax depreciation deductions in 2014, a decrease in coal inventory
due to fewer purchases and a decrease in natural gas stored underground due to increased withdrawals, partially
offset by a decrease in accounts payable due to the timing of fuel purchases.

(LG&E)

LG&E had a $102 million increase in cash provided by operating activities in 2015 compared with 2014,

» LG&E's non-cash components of net income included a $4 million increase in depreciation expense due to
additional assets in service since the first quarter of 2014, a $25 million increase in deferred income taxes primarily
due to an increase in accelerated depreciation over book depreciation of $18 million, and a net $18 million increase
in regulatory assets and regulatory liabilities due to the timing of rate recovery mechanisms.

e The increase in cash from working capital was driven primarily by a decrease in income tax receivable as a result of
receiving payment from LKE for the use of excess tax depreciation deductions in 2014, a decrease in accounts
receivable from affiliates due to timing of intercompany settlements associated with capital expenditures and
inventory, a decrease in coal inventory due to fewer purchases and a decrease in natural gas stored underground due
to increased withdrawals, partially offset by a decrease in accounts payable due to the timing of fuel purchases.

(KU)

KU had a $38 million increase in cash provided by operating activities in 2015 compared with 2014.

e KU's non-cash components of net income included a $5 million increase in depreciation expense due to additional
assets in service since the first quarter of 2014 and a $9 million increase in deferred income taxes primarily due to an
increase in accelerated depreciation over book depreciation of $16 million, offset by a $6 million Federal net
operating loss accrual.

e The increase in cash from working capital was driven primarily by a decrease in income tax receivable as a result of
receiving payments from LKE for the use of excess tax depreciation deductions in 2014, and a decrease in coal
inventory due to fewer purchases, partially offset by a decrease in accounts payable due to the timing of fuel
purchases and a decrease in accounts payable to affiliates due to timing of intercompany settlements associated with
capital expenditures and inventory.

investing Activities
(All Registrants)
Expenditures for Property, Plant and Equipment

The primary use of cash within investing activities is expenditures for PP&E, The change in these expenditures for the three
months ended March 31, 2015 compared with 2014 was as follows.

PPL PPL. Electric LKE LG&E KU

(Increase) Decrease ) 3 50 3% 23 s “9) 3 6D 3% 6

The increase in expenditures for PP&E for PPL was primarily due to the changes in project expenditures at PPL Electric,
LG&E and KU, partially offset by lower expenditures at WPD. The increase in expenditures for PPL Electric was primarily
due to increases in expenditures for the Northeast Pocono reliability project, smart grid projects and other various projects,
partially offset by the near completion of the Susquehanna-Roseland transmission project. The increase in expenditures for
LG&E was primarily due to environmental air projects at LG&E's Mill Creek plant, partially offset by lower expenditures for
the construction of Cane Run Unit 7. The decrease in expenditures for KU was related to lower expenditures for the
construction of Cane Run Unit 7 and CCR projects at KU's Ghent and E.W. Brown plants, partially offset by higher
expenditures for environmental air projects at KU's Ghent and E.W. Brown plants.
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Other Significant Changes in Components of Investing Activities

For PPL, the change in investing activities for the three months ended March 31, 2015 compared with 2014 reflects decreases
of $324 million in additional cash restricted for collateral requirements to support PPL Energy Supply's commodity hedging
program. This was primarily due to an increase in forward prices in the three months ended March 31, 2014.

PPL also had investing inflows of $56 million for the three months ended March 31, 2014 from U.S. Department of Treasury
grants for the Rainbow hydroelectric expansion projects.

PPL Electric received $150 million during the three months ended March 31, 2014 on notes receivable from affiliates,
Financing Activities
{All Registrants)

The components of the change in cash provided by (used in) financing activities for the three months ended March 31, 2015
compared with 2014 was as follows,

PPL PPL Electric LKE LG&E KU

Change - Cash Provided (Used)

Long-term debt issuances/retirements, net 3 238 % 10

Stock issuances/redemptions, net 20

Dividends (16) (12) $ 4 3 7

Capital contributions/distributions, net (15) $ 41 (40)

Change in short-term debt, net (745) 45 (46) (43) (3)

Other financing activities 14 (1)

Total 3 (489) § 28 % © 3 (39 $ (36)

For the three months ended March 31, 2015, PPL required $489 million less cash from financing activities primarily due to
lower cash requirements to support PPL Energy Supply's commodity hedging program and the ability to use cash from
operating activities and cash-on-hand to support the significant capital expenditure programs of its subsidiaries.

For the three months ended March 31, 2015, PPL Electric required $28 million more cash from financing activities. In the
first quarter of 2014, PPL Electric financed its capital expenditures program with proceeds from a $150 million note with an
affiliate. In the first quarter of 2015, PPL Electric financed its capital expenditures program with cash-on-hand and
additional short-term debt,

See Note 7 to the Financial Statements in this Form 10-Q for information on 2015 short and long-term debt activity, equity
transactions and PPL dividends. See the Registrants' 2014 Form 10-K for information on 2014 activity.

Credit Facilities

The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial
paper programs. Amounts borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At

March 31, 2015, the total committed borrowing capacity and the use of that capacity under these credit facilities was as
follows:

External (All Registrants)

Letters of
Credit
and

Committed Commercial Unused

Capacity Borrowed Paper Issued Capacity
PPL Capital Funding Credit Facilities 3 750 $ 32 3 718
PPL Energy Supply Credit Facility . 3000 3 600 207 2,133
PPL Electric Credit Facility 360 86 214

LKE Credit Facility 75 75

LG&E Credit Facility 500 216 284
KU Credit Facilities 598 391 207
Total LKE 1,173 75 607 491
Total U.S. Credit Facilities (a) 3 5223 3% 675 S 992 % 3.556
Total UK. Credit Facilities (b) £ 1055 £ 277 £ 778
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(a) The commitments under the U.S. credit facilities are provided by a diverse bank group, with no one bank and its affiliates providing an aggregate
commitment of more than the following percentages of the total committed capacity: PPL - 7%, PPL Electric - 7%, LKE - 21%, LG&E - 7% and KU -
37%.

) The amounts borrowed at March 31, 2015 were USD-denominated borrowings of $200 million and GPB-denominated borrowings which equated to
$226 million. At March 31, 2015, the USD equivalent of unused capacity under the UK. committed credit facilities was $1.2 billion.

The commitments under the U.K. credit facilities are provided by a diverse bank group, with no one bank providing more than 14% of the total
committed capacity.

As aresult of the proposed spinoff transaction, PPL Energy Supply has syndicated a $1.85 billion credit facility which is
currently fully committed. This syndicated credit facility will replace the existing $3 billion PPL Energy Supply syndicated
credit facility and will be effective upon closing of the spinoff transaction. See "Overview - Business Strategy™ and
"Financial and Operational Developments - Other Financial and Operational Developments - Anticipated Spinoff of PPL
Energy Supply" above for additional information.

See Note 7 to the Financial Statements for further discussion of the Registrants' credit facilities.

Intercompany (LKE, LG&E and KU)

Committed Other Used Unused

Capacity Borrowed Capacity Capacity
LKE Credit Facility $ 225 % 40 3 185
LG&E Money Pool (a) 500 $ 216 284
KU Money Pool (2) 500 193 307

(a) LG&E and KU participate in an intercompany money pool agreement whereby LKE, LG&E and/or KU make available funds up to $500 million at an
interest rate based on a market index of commercial paper issues. However, the FERC has issued a maximum short-term debt limit for each utility at
$500 miltion from any source.

See Note 11 to the Financial Statements for further discussion of intercompany credit facilities.

Commercial Paper (All Registrants)

PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-
term liquidity needs, as necessary. Commercial paper issuances, included in "Short-term debt” on the Balance Sheets, are
supported by the respective Registrant’s Syndicated Credit Facility. The following commercial paper programs were in place
at March 31, 2015:

Commercial
Paper Unused
Capacity Issuances Capacity
PPL Electric $ 300 % 85 3 215
LG&E 350 216 134
KU 350 193 157
Total LKE 700 409 291
Total PPL 5 1,000 § 494 § 506

Common Stock Dividends (PPL)

In February 2015, PPL declared its quarterly common stock dividend, payable April 1, 2015, at 37.25 cents per share
(equivalent to $1.49 per annum). Future dividends, declared at the discretion of the Board of Directors, will be dependent
upon future earnings, cash flows, financial and legal requirements and other factors.

Rating Agency Actions

(All Registrants)

Moody's, S&P and Fitch have periodically reviewed the credit ratings of the debt of the Registrants and their subsidiaries.
Based on their respective independent reviews, the rating agencies may make certain ratings revisions or ratings affirmations.
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A credit rating reflects an assessment by the rating agency of the creditworthiness associated with an issuer and particular
securities that it issues. The credit ratings of the Registrants and their subsidiaries are based on information provided by the
Registrants and other sources. The ratings of Moody's, S&P and Fitch are not a recommendation to buy, sell or hold any
securities of the Registrants or their subsidiaries. Such ratings may be subject to revisions or withdrawal by the agencies at
any time and should be evaluated independently of each other and any other rating that may be assigned to the securities,
The credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of
borrowing under their credit facilities.

The rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2015:

In January 2015, Fitch withdrew its ratings for PPL, PPL Capital Funding, PPL Energy Supply, PPL Electric, LKE, LG&E,
and KU.

Ratings Triggers

(All Registrants except PPL Electric)

Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel,
commodity transportation and storage, interest rate and foreign currency instruments (for PPL), contain provisions that
require the posting of additional collateral or permit the counterparty to terminate the contract, if PPL's, LKE's, LG&E's or
KU's or their subsidiaries’ credit rating, as applicable, were to fall below investment grade. See Note 14 to the Financial
Statements for a discussion of "Credit Risk-Related Contingent Features,"” including a discussion of the potential additional
collateral requirements for PPL, LKE and LG&E for derivative contracts in a net liability position at March 31, 2015.

{All Registrants)

For additional information on the Registrants' liquidity and capital resources, see "Item 7. Combined Management's
Discussion and Analysis of Financial Condition and Results of Operations,” in the Registrants' 2014 Form 10-K.

Risk Management
Market Risk

(All Registrants)

See Notes 13 and 14 to the Financial Statements for information about the Registrants’ risk management objectives, valuation
techniques and accounting designations,

The forward-looking information presented below provides estimates of what may occur in the future, assuming certain
adverse market conditions and model assumptions. Actual future results may differ materially from those presented. These
disclosures are not precise indicators of expected future losses, but only indicators of possible losses under normal market
conditions at a given confidence level.

Commodity Price Risk (Non-trading)
(PPL, LKE, LG&E and KU}

LG&E's and KU's retail electric and natural gas rates and municipal wholesale electric rates are set by regulatory
commissions and the fuel costs incurred are directly recoverable from customers. As a result, LG&E and KU are subject to
commeodity price risk for only a small portion of their business operations. LG&E and KU sell excess economic generation
to maximize the value of the physical assets at times when the assets are not required to serve LG&E's or KU's customers.
See Note 14 to the Financial Statements for additional information.

(PPL and PPL Electric)
PPL Electric is exposed to market price and volumetric risks from its obligation as a PLR. The PUC has approved a cost
recovery mechanism that allows PPL Electric to pass through to customers the cost associated with fulfilling its PLR

obligation. This cost recovery mechanism substantially eliminates PPL. Electric's exposure to market price risk. PPL Electric
also mitigates its exposure to volumetric risk by entering into full-requirement energy supply contracts for the majority of its
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PLR obligations. These supply contracts transfer the volumetric risk associated with the PLR obligation to the energy
suppliers.

{PPL)

PPL Energy Supply segregates its non-trading activities into two categories: hedge activity and economic activity.
Transactions that are accounted for as hedge activity qualify for hedge accounting treatment. The economic activity category
includes transactions that address a specific risk, but were not eligible for hedge accounting or for which hedge accounting
was not elected. This activity includes the changes in fair value of positions used to hedge a portion of the economic value of
PPL Energy Supply's competitive generation assets and full-requirement sales and retail contracts. This economic activity is
subject to changes in fair value due to market price volatility of the input and output commodities (e.g., fuel and power).
Although they do not receive hedge accounting treatment, these transactions are considered non-trading activity. See Note 14
to the Financial Statements for additional information.

To hedge the impact of market price volatility on PPL Energy Supply's energy-related assets, liabilities and other contractual
arrangements, PPL Energy Supply both sells and purchases physical energy at the wholesale level under FERC market-based
tariffs throughout the U.S. and enters into financial exchange-traded and over-the-counter contracts. PPL Energy Supply's
non-trading commodity derivative contracts range in maturity through 2020.

The following tables sets forth the changes in the net fair value of non-trading commodity derivative contracts for the period
ended March 31. See Notes 13 and 14 to the Financial Statements for additional information.

Gains (Losses)
Three Months
2015 2014
Fair value of contracts outstanding at the beginning of the period $ 53 % 107
Contracts realized or otherwise settled during the period 133 505
Fair value of new contracts entered into during the period (a) (5) (16)
Other changes in fair value (92) (737)
- Fair value of contracts outstanding at the end of the period $ 89 3 (141)

(a) Represents the fair value of contracts at the end of the quarter of their inception.

The following table segregates the net fair value of non-trading commeodity derivative contracts at March 31, 2015, based on
the observability of the information used to determine the fair value.

Net Asset (Liability)
Maturity Maturity
Less Than Maturity Maturity it Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value

Source of Fair Value
Prices based on significant observable inputs (Level 2) $ 5 8 G4 $ 13 3 32
Prices based on significant unobservable inputs (Level 3) 32 23 2 57
Fair value of contracts cutstanding at the end of the period 3 85 3 () 3 15 $ 89

PPL Energy Supply sells electricity, capacity and related services and buys fuel on a forward basis to hedge the value of
energy from its generation assets. If PPL Energy Supply were unable to deliver firm capacity and energy or to accept the
delivery of fuel under its agreements, under certain circumstances it could be required to pay liquidating damages. These
damages would be based on the difference between the market price and the contract price of the commodity. Depending on
price changes in the wholesale energy markets, such damages could be significant. Extreme weather conditions, unplanned
power plant outages, transmission disruptions, nonperformance by counterparties (or their counterparties) with which it has
energy contracts and other factors could affect PPL Energy Supply's ability to meet its obligations, or cause significant
increases in the market price of replacement energy. Although PPL Energy Supply attempts to mitigate these risks, there can
be no assurance that it will be able to fully meet its firm obligations, that it will not be required to pay damages for failure to
perform, or that it will not experience counterparty nonperformance in the future.

Commodity Price Risk (Trading)

PPL Energy Supply's trading commoedity derivative contracts range in maturity through 2020. The following table sets forth
changes in the net fair value of trading commodity derivative contracts for the periods ended March 31. See Notes 13 and 14
to the Financial Statements for additional information.

.
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Gains (Losses)
Three Months
2015 2014

Fair value of contracts outstanding at the beginning of the peried $ 48 3 11
Contracts realized or otherwise settled during the period 30)
Fair value of new contracts entered into during the peried (a) N (13)
Other changes in fair value 35 33
Fair value of contracts outstanding at the end of the period $ 46 S 31

(2) Represents the fair value of contracts at the end of the quarter of their inception.

The following table segregates the net fair value of trading commodity derivative contracts at March 31, 2015, based on the
observability of the information used to determine the fair value.

Net Asset (Liability)
Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value

Source of Fair Value
Prices based on significant observable inputs (Level 2) $ 6) $ (an s ()] $ (26)
Prices based on significant uncbservable inputs (Level 3) 4 33 33 8 2 72
Fair value of contracts outstanding at the end of the period 3 2) 3 22 3 24 3 2 3 46
VaR Models

A VaR model is utilized to measure commodity price risk in unregulated gross energy margins for the non-trading and
trading portfolios. VaR is a statistical model that attempts to estimate the value of potential loss over a given holding period
under normal market conditions at a given confidence level. VaR is calculated using a Monte Carlo simulation technique
based on a five-day holding period at a 95% confidence level. Given the company's disciplined hedging program, the non-
trading VaR exposure is expected to be limited in the short-term. The VaR for portfolios using end-of-month results for the
three months ended March 31, 2015 was as follows.

Trading Non-Trading

95% Confidence Level, Five-Day Holding Period
Period End g 4 $ 12
Average for the Period 4 10
High 4 12
Low 4 8

The trading portfolio includes all proprietary trading positions, regardless of the delivery period. All positions not considered
proprietary trading are considered non-trading. The non-trading portfolio includes the entire portfolio, including generation,
with delivery periods through the next 12 months. Both the trading and non-trading VaR computations exclude FTRs due to
the absence of reliable spot and forward markets. The fair value of the non-trading and trading FTR positions was
insignificant at March 31, 2015.

Interest Rate Risk (All Registrants) .

The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The
Registrants and their subsidiaries utilize various financial derivative instruments to adjust the mix of fixed and floating
interest rates in their debt portfolios, adjust the duration of their debt portfolios and lock in benchmark interest rates in
anticipation of future financing, when appropriate. Risk limits under the risk management program are designed to balance
risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the
absolute level of interest rates.

The following interest rate hedges were outstanding at March 31, 2015.
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Effect of a
Fair Value, 10% Adverse Maturities
Exposure Net - Asset Movement Ranging
Hedged (Liability) (a) in Rates (b) Through

PPL
Cash flow hedges

Interest rate swaps (c) $ 1,600 $ (18%) $ (54) 2045

Cross-currency swaps (d) 1,262 47 (162) 2028
Economic hedges

Interest rate swaps (e) 179 (52) 3 2033
LKE
Cash flow hedges

Interest rate swaps (c) 1,000 (122) (40) 2045
Economic hedges

Intcrest rate swaps (€) 179 (52) 3 2033
LG&E
Cash flow hedges

Interest rate swaps (c) 500 e (20) 2045
Economic hedges

Interest rate swaps (¢} 179 (52) 3) 2033
KU
Cash flow hedges

Interest rate swaps (c) 500 (61 (20) 2045

(a) Includes accrued interest, if applicable.

(b) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability, Sensitivities
represent a [0% adverse movement in interest rates, except for cross-currency swaps which also includes foreign currency exchange rates.

(c) Changes in the fair value of such cash flow hedges are recorded in equity or as regulatory assets or regulatory liabilities, if recoverable through
regulated rates, and reclassified into eamnings in the same period during which the item being hedged affects carnings.

(d) Cross-currency swaps are utilized to hedge the principal and interest payments of WPD's U.S. dollar-denominated senior notes. Changes in the fair
value of these instruments are recorded in equity and reclassified into eamnings in the same period during which the item being hedged affects eamings.

(e) Realized changes in the fair value of such economic hedges are recoverable through regulated rates and any subsequent changes in the fair value of
these derivatives are included in regulatory assets or regulatory liabilities.

The Registrants are exposed to a potential increase in interest expense and to changes in the fair value of their debt portfolios.
The estimated impact of a 10% adverse movement in interest rates at March 31, 2015 is shown below.

s PPL PPL Electric LKE LG&E KU
Increase in interest expense Not Not Not Not Not
Significant Significant Significant Significant Significant
Increase in fair value of debt 3 662 % 128 § 133 % 43 $ 79

Foreign Currency Risk (PPL)

PPL is exposed to foreign currency risk, primarily through investments in UK. affiliates. In addition, PPL's domestic
operations may make purchases of equipment in currencies other than U.S. dollars.

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

The following foreign currency hedges were outstanding at March 31, 2015,

Effect of a
10%
Adverse
Movement
in Foreign
Fair Value, Currency Maturities
Exposure Net - Asset Exchange Ranging
Hedged (Liability) Rates (a) Through
Net investment hedges (b) £ 217 % 4 3 (32) 2016
Economic hedges (c) . 1,306 169 (177 2017

(a) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
(b) To protect the value of a portion of its net investment in WPD, PPL executes forward contracts to sell GBP.
{c) To economically hedge the translation of expected earnings denominated in GBP to U.S. dollars.
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NDT Funds - Securities Price Risk (PPL)

In connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund certain costs of
decommissioning the PPL Susquehanna nuclear plant (Susquehanna). At March 31, 20135, these funds were invested
primarily in domestic equity securities and fixed-rate, fixed-income securities and are reflected at fair value on the Balance
Sheet, The mix of securities is designed to provide returns sufficient to fund Susquehanna's decommissioning and to
compensate for inflationary increases in decommissioning costs. However, the equity securities included in the trusts are
exposed to price fluctuation in equity markets, and the values of fixed-rate, fixed-income securities are primarily exposed to
changes in interest rates. PPL actively monitors the investment performance and periodically reviews asset allocation in
accordance with its nuclear decommissioning trust policy statement. At March 31, 2015, a hypothetical 10% increase in
interest rates and a 10% decrease in equity prices would have resulted in an estimated $74 million reduction in the fair value
of the trust assets. See Notes 13 and 17 to the Financial Statements for additional information regarding the NDT funds.

Credit Risk (All Registrants)

See Notes 13 and 14 to the Financial Statements in this Form 10-Q and "Risk Management - Credit Risk" in the Registrants'
2014 Form 10-K for additional information.

Foreign Currency Translation (PPL)

The value of the British pound sterling fluctvates in relation to the U.S. dollar. Changes in this exchange rate resulted in a
foreign currency translation loss of $77 million for the three months ended March 31, 2015, which primarily reflected a $199
million decrease to PP&E and goodwill offset by a decrease of $122 million to net liabilities. Changes in this exchange rate
resulted in a foreign currency translation gain of $135 million for the three months ended March 31, 2014, which primarily
reflected a $334 million increase to PP&E and goodwill offset by an increase of $199 million to net liabilities. The impact of
foreign currency translation is recorded in AOCI.

Related Party Transactions (All Registrants)

The Registrants are not aware of any material ownership interests or operating responsibility by senior management in
cutside partnerships, including leasing transactions with variable interest entities, or other entities doing business with the
Registrants. See Note 11 to the Financial Statements for additional information on related party transactions for PPL
Electric, LKE, LG&E and KU.

Acquisitions, Development and Divestitures
(All Registrants)

The Registrants from time to time evaluate opportunitics for potential acquisitions, divestitures and development projects.
Development projects are reexamined based on market conditions and other factors to determine whether to proceed with the
projects, sell, cancel or expand them, execute tolling agreements or pursue other options. See Note 8 to the Financial
Statements for information on the more significant activities.

(PPL)

See Note 8 to the Financial Statements for information on the anticipated spinoff of PPL. Energy Supply and the completed
Montana hydro sale.

Environmental Matters
(All Registrants except PPL Electric)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's, LKE's, LG&E's and KU's air
emissions, water discharges and the management of hazardous and solid waste, as well as other aspects of the Registrants’
businesses. The cost of compliance or alleged non-compliance cannot be predicted with certainty but could be material, In
addition, costs may increase significantly if the requirements or scope of environmental laws or regulations, or similar rules,
are expanded or changed. Costs may take the form of increased capital expenditures or operating and maintenance expenses,
monetary fines, penalties or other restrictions. Many of these environmental law considerations are also applicable to the
operations of key suppliers, or customers, such as coal producers and industrial power users, and may impact the cost for
their products or their demand for the Registrants' services,
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The following is a discussion of the more significant environmental matters. See Note 10 to the Financial Statements and
"Item 1. Business - Environmental Matters" for additional information on environmental matters.

- % Climate Change

[

Physical effects associated with climate change could include the impact of changes in weather patterns, such as storm
frequency and intensity, and the resultant potential damage, as applicable, to the Registrants' generation assets, electricity
transmission and delivery systems, as well as impacts on the Registrants' customers. In addition, changed weather patterns
could potentially reduce annual rainfall in areas where PPL, PPL Energy Supply, LKE, LG&E and KU have hydroelectric
generating facilities or where river water is used to cool their fossil and nuclear (as applicable) powered generators, The
Registrants cannot currently predict whether their businesses will experience these potential risks or estimate the cost of their
related consequences.

In June 2013, President Obama released his Climate Action Plan which reiterates the goal of reducing GHG emissions in the
U.S. through such actions as regulating power plant emissions, promoting increased use of renewables and clean energy
technology, and establishing more restrictive energy efficiency standards. Additionally, the Climate Action Plan calls for the
U.S. to prepare for the impacts of climate change. Requirements related to this plan could affect the Registrants and others in
the industry as modifications may be needed to electricity delivery systems to improve the ability to withstand major storms
in order to meet those requirements. As further described below, the EPA has proposed rules pursuant to this directive,
which it expects to finalize in the second or third quarter of 2015. The EPA has also announced that it will develop a federal
implementation plan which would apply to any states that fail to submit an acceptable state implementation plan. The EPA's
authority to promulgate these regulations under Section 111 of the Clean Air Act when the sources are already regulated
under Section 112 is under challenge in the D.C. Circuit Court. Oral arguments were heard on April 16, 2015.

In January 2014, the EPA issued a revised proposal to regulate carbon dioxide emissions from new power plants. The
proposed limits for coal-fired plants can only be achieved through carbon capture and sequestration, a technology that is not
presently commercially viable and, therefore, effectively preclude the construction of new coal-fired plants. The proposed
standards for new gas-fired plants may also not be continuously achievable. The preclusion of new coal-fired plants and the
compliance difficulties posed for new gas-fired plants could have a significant industry-wide impact.

In June 2014, the EPA issued a proposed regulation addressing carbon dioxide emissions from existing power plants. The
existing plant proposal contains stringent, state-specific rate-based reduction goals to be achieved in two phases (2020-2029
and 2030 and beyond). The EPA believes it has offered some flexibility to the states as to how state compliance plans can be
crafted, including the option to demonstrate compliance on a mass basis and through multi-state collaborations. The EPA is
also proposing potential state plan extensions based on the type of plan filed (single or multi-state). PPL has analyzed the
proposal and identified potential impacts and solutions in comments filed on December 1, 2014. PPL also submitted
Supplemental Comments to FERC through EEI, advocating for reliability coordination and relief in response to technical
conferences hosted by FERC on the reliability implications of implementing this rule. The regulation of carbon dioxide
emissions from existing plants could have a significant industry-wide impact depending on the structure and stringency of the
final rule and state implementation plans.

Waters of the United States (WOTUS)

In April 2014, the EPA and the U.S. Army Corps of Engineers published a proposed rule that could greatly expand the Clean
Water Act definition of Waters of the United States, If the definition is expanded as proposed, permits and other regulatory
requirements may be imposed for many matters presently not covered (including vegetation management for transmission
lines and activities affecting storm water conveyances and wetlands), the implications of which could be significant. The
EPA plans to make certain changes to the proposed regulation based on comments received. The 1.S. House and Senate are
considering legislation to block this regulation. Until a final rule is issued, the Registrants cannot predict the cutcome of the
pending rulemaking. A final rule is expected by summer 2015.

Coal Combustion Residuals (CCRs)

On April 17, 2015, the EPA published its final rule regulating CCRs, imposing extensive new requirements, including
location restrictions, design and operating standards, groundwater monitoring and corrective action requirements and closure
and post-closure care requirements on CCR impoundments and landfills that are located on active power plants and not
closed. Under the rule, the EPA will regulate CCRs as non-hazardous under Subtitle D of RCRA and allow beneficial use of
CCRs, with some restrictions. The CCR rule will become effective on October 14, 2015, This self-implementing rule
requires posting of compliance documentation on a publicly accessible website and is enforceable through citizen suits. PPL
expects that its plants using surface impoundments for management and disposal of CCRs or the past management of CCRs
and continued use to manage waste waters will be most impacted by this rule. The rule's requirements for covered CCR
impoundments and landfills include commencement or completion of closure activities generally between three and ten years
from certain triggering events. PPL, LKE, LG&E and KU also anticipate incurring capital or operation and maintenance
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costs prior to that time to address other provisions of the rule, such as groundwater monitoring and disposal facility
modifications, or to implement various compliance strategies.

PPL, LKE, LG&E and KU are reviewing the rule and are still evaluating its financial and operational impact. It is expected
that these requirements will result in increases to existing AROs which will be recorded in the second quarter of 2015. PPL,
LKE, LG&E and KU are not yet able to determine an estimate of the expected increases to the existing AROs. PPL, LKE,
LG&E and KU believe relevant costs relating to this rule are subject to future rate recovery before the respective state
regulatory agencies, or the FERC, as applicable.

Effluent Limitation Guidelines (EL.Gs) and Standards

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewater permits. The proposed limitations are based on the EPA review of available treatment technologies and their
capacity for reducing poliutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well as new limits for scrubber wastewater and Iandfill leachate. The EPA's proposed ELG regulations also
contain some requirements that would affect the inspection and operation of CCR facilities, if finalized as proposed. The
proposal contains several alternative approaches, some of which could significantly impact PPL's, PPL Energy Supply's,
LKE's, LG&E's and KU's coal-fired plants. The final regulation is expected ta be issued by the third or fourth quarter of
2015. At the present time, PPL, LKE, LG&E and KU are unable to predict the outcome of this matter or estimate a range of
reasonably possible costs, but the costs could be significant. Pending finalization of the ELGs, certain states (including
Pennsylvania and Kentucky) and environmental groups are proposing more stringent technology-based limits in permit
renewals. Depending on the final limits imposed, the costs of compliance could vary significantly from the current capital
expenditures projections and costs could be imposed ahead of federal timelines.

Clean Water Act 316(b)

The EPA's final 316(b) rule for existing facilities became effective in October 2014, and regulates cooling water intake
structures and their impact on aquatic organisms. States are allowed considerable authority to make site-specific
determinations under the rule. The rule requires existing facilities to choose between several options to reduce the impact to
aquatic organisms that become trapped against water intake screens (impingement) and te determine the intake structure's
impact on aquatic organisms pulled through a plant's cooling water system (entrainment). Plants already equipped with
clesed-cycle cooling, an acceptable option, would likely not incur substantial costs. Once-through systems would likely
require additional technology to comply with the rule. Mill Creek Unit 1 and Brunner Island (all units) are the only units
expected to be impacted. PPL, LKE, LG&E and KU are evaluating compliance strategies but do not presently expect the
compliance costs to be material.

MATS

In February 2012, the EPA finalized the MATS rule requiring fossil-fuel fired plants to reduce emissions of mercury and
other hazardous air pollutants by April 16, 2015. The rule was challenged by industry groups and states, and was upheld by
the D.C. Circuit Court in April 2014. A group of states subsequently petitioned the U.S. Supreme Court to review this
decision and on March 25, 2015, oral arguments were heard as to one issue - whether or not EPA unreasonably refused to
consider costs when determining whether the MATS regulation was appropriate and necessary. A U.S. Supreme Court
decision is expected by June 30, 2015. The rule provides for a three-year compliance deadline with the potential for one- and
two-year extensions as provided under the statute. PPL, LKE, LG&E and KU have completed installation or upgrading of
relevant environmental controls at affected plants or have received compliance extensions, as applicable.

PPL believes that installation of chemical additive systems and other controls may be necessary at certain coal-fired plants in
Pennsylvania, the capital cost of which is not expected to be significant. PPL continues to analyze the potential impact of
MATS on operating costs. With respect to PPL's Montana plants, modifications to the air pollution controls installed at
Colstrip are required, the cost of which is not expected to be significant. Operations were suspended and the Corette plant
was retired in March 2015 due to expected market conditions and the costs to comply with the MATS requirements.

LG&E's March 2015 retirement of one coal-fired generating unit at Cane Run and LG&E's and KU's anticipated retirement
of remaining coal-fired electricity generating units located at Cane Run and Green River in 2015 and 2016 are in response to
MATS and other environmental regulations. The retirement of these units is not expected to have a material impact on the
financial condition or results of operations of PPL, LKE, LG&E or KU.

CSAPR

The EPA's CSAPR addresses the interstate transport of fine particulates and ozone by regulating emissions of sulfur dioxide
and nitrogen oxide. In accordance with an October 2014 U.S. Court of Appeals decision, CSAPR establishes interstate
allowance trading programs for sulfur dioxide and nitrogen oxide emissions from fossil-fueled plants in two phases: Phase I
commenced in January 2015 and Phase 2 commences in 2017. Sulfur dioxide emissions are subject to an annual trading
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program and nitrogen oxide emissions are subject to annual and ozone season programs. Oral arguments pertaining to
outstanding challenges to the EPA's CSAPR were heard before the D.C. Circuit Court during February 2015.

Although PPL, LKE, LG&E and KU do not anticipate inctirring significant costs to comply with these programs, changes in
market or operating conditions could result in impacts that are higher than anticipated.

Regional Haze

Under the EPA's regional haze programs (developed to eliminate man-made visibility degradation by 2064), states are
required to make reasonable progress every decade through the application, among other things, of Best Available Retrofit
Technology (BART) on power plants commissioned between 1962 and 1977, To date, the focus of regional haze regulation
has been on the western U.S, As for the eastern U.S,, the EPA determined that region-wide reductions under the CSAPR
trading program could, in most instances, be utilized under state programs to satisfy BART requirements for sulfur dioxide
and nitrogen oxides. However, the EPA's determination is being challenged by environmental groups and others.

LG&E's Mill Creek Units 3 and 4 are required to reduce sulfuric acid mist emissions because they were determined to have a
regional haze impact. These reductions are required in the regional haze state implementation plan that the Kentucky
Division for Air Quality submitted to the EPA. LG&E is currently installing sorbent injection technology to comply with
these reductions, the costs of which are not expected to be significant.

In Montana, the EPA finalized a Federal Implementation Plan (FIP) of the Regional Haze Rules in September 2012, with
stricter emissions limits for PPL Energy Supply's Colstrip Units 1 & 2 based on the installation of new controls (no limits or
additional controls were specified for Colstrip Units 3 & 4), and stricter emission limits for the Corette plant (which are not
based on additional controls). The cost of the additional controls for Colstrip Units 1 & 2 could be significant. PPL Energy
Supply was meeting the stricter permit limits at Corette without any significant changes to operations, although other
requirements led to the suspension of operations and the retirement of Corette in March 2015 (see "MATS" discussion
above). Both PPL and environmental groups have appealed the final FIP to the U.S. Court of Appeals for the Ninth Circuit
and litigation is ongoing.

National Ambient Air Quality Standards

In 2008, the EPA revised the National Ambient Air Quality Standard for ozone. As a result, states in the ozone transport
region (OTR), including Pennsylvania, are required by the Clean Air Act to impose additional reductions in nitrogen oxide
emissions based upon reasonably available control technologies (RACT). The PADEP is finalizing a RACT rule in 2015
requiring some fossil-fueled plants to operate at more stringent nitrogen oxide emission rates. The EPA proposed to further
strengthen the ozone standard in November 2014, which could lead to further nitrogen oxide reductions for PPL's fossil-
fueled plants within the OTR. The EPA is under court order to finalize the standard by October 1, 2015. States are also
obligated to address interstate transport issues associated with new ozone standards through the establishment of "good
neighbor" state implementation plans for those states that are found to contribute significantly 1o another states’ non-
attainment. The EPA recently sent a policy memo to state agencies to facilitate the development of these plans for the 2008
standard, including modeling data showing which states are contributing. The implementation of such plans could have an
impact on the structure and stringency of CSAPR Phase 2 reductions (discussed above), or it could lead to the development
of a new ozone transport rule. Non-OTR states, including Kentucky, are working together to evaluate further nitrogen oxide
reductions from fossil-fueled plants with SCRs. The nature and timing of any additional reductions resulting from these
evaluations cannot be determined at this time.

In 2010, the EPA finalized a new, more stringent ambient air standard for sulfur dioxide and required states to identify areas
that meet the standard and areas that are in "non-attainment”. In July 2013, the EPA finalized non-attainment designations
for parts of the country, including part of Jefferson County in Kentucky and part of Yellowstone County in Montana.
Attainment is due for both areas by 2018. Pursuant to a consent decree between the EPA and Sierra Club approved on March
2, 2015, states are working to finalize designations for other areas by the 2017 or 2020 deadline depending on which
designation methodology is used. PPL, PPL Energy Supply, LKE, LG&E and KU anticipate that some of the measures
required for compliance with the CSAPR, the MATS, or the Regional Haze Rules (as discussed above), such as upgraded or
new sulfur dioxide scrubbers at certain plants and, in the case of LG&E and KU, the previously announced retirement of
coal-fired generating units at the Cane Run, Green River and Tyrone plants, will help to achieve compliance with the new
sulfur dioxide standard. If additional reductions were to be required, the financial impact could be significant. The short-
term impact on the Corette plant from the EPA's final designation of part of Yellowstone County in Montana as non-
attainment is not expected to be significant, as the plant's operations were suspended and the plant was retired in March 2015.
In addition, MDEQ submitted a request to the EPA for a determination that this area is in attainment. If the EPA agrees with
this request, then the deadlines associated with non-attainment would be suspended.

In December 2012, the EPA finalized a new, more stringent, annual National Ambient Air Quality Standard for fine
particulates. The rules were challenged by the D.C. Circuit Court and upheld in May 2014, Final designations for the 2012
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particulate standard were published in January 2015. Non-attainment areas in Pennsyivania and Kentucky were identified;

however, EPA recently approved state implementation plan revisions for both states that improved these classifications. PPL

Energy Supply, LG&E and KU plants in Pennsylvania and Kentucky will not be expected to make further reductions towards
" achieving attainment.

New Accounting Guidance (All Registrants)

See Notes 2 and 19 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies (All Registrants)

Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application
of critical accounting policies. The following table summarizes the accounting policies by Registrant that are particularly
important to an understanding of the reported financial condition or results of operations, and require management to make
estimates or other judgments of matters that are inherently uncertain. See "Item 7. Combined Management's Discussion and
Analysis of Financial Condition and Results of Operations” in the Registrants' 2014 Form 10-K for a discussion of each
critical accounting policy.

PPL
PPL Electric LKE LG&E KU
Defined Benefits X X X X X
Loss Accruals X X X X X
Income Taxes X X X X X
Asset Impairments (Excluding Investments) X X X X
AROs X X X X
Price Risk Management X X X X
Regulatory Assets and Liabilities X X X X X
Revenue Recognition - unbilled revenue X X X X

ppl10q_3-15 Final as Filed.docx Confidential 114



DRAFT

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

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Reference is made to "Risk Management” in "Item 2. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations.”

Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

The Registrants' principal executive officers and principal financial officers, based on their evaluation of the
Registrants' disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities
Exchange Act of 1934) have concluded that, as of March 31, 2015, the Registrants' disclosure controls and
procedures are effective to ensure that material information relating to the Registrants and their consolidated
subsidiaries is recorded, processed, summarized and reported within the time periods specified by the SEC's rules
and forms, particularly during the period for which this quarterly report has been prepared. The aforementioned
principal officers have concluded that the disclosure controls and procedures are also effective to ensure that
information required to be disclosed in reports filed under the Exchange Act is accumulated and communicated to
management, including the principal executive and principal financial officers, to allow for timely decisions
regarding required disclosure.

(b) Change in internal controls over financial reporting.

The Registrants’ principal executive officers and principal financial officers have concluded that there were no
changes in the Registrants’ internal control over financial reporting during the Registrants' first fiscal quarter that
have materially affected, or are reasonably likely to materially affect, the Registrants' internal control over financial
reporting.

PPL Corporation

Following the announcement of the transaction to spin off PPL Energy Supply, LLC to form Talen Energy,
management determined the appropriate staffing for Talen Energy and for PPL and its subsidiaries. During the three
months ended March 31, 2015, staffing changes, including the consolidation of certain positions and transition of
responsibilities, resulted in changes in certain individuals responsible for executing internal controls. However,
changes to system applications, business processes and the associated internal controls were not significant.
Management has taken steps to minimize the risk from the changes in individuals executing internal controls.

PART ll. OTHER INFORMATION

Itemn 1. Legal Proceedings

For information regarding pending administrative and judicial proceedings involving regulatory, environmental and other
matters, which information is incorporated by reference into this Part 11, see:

e "Item 3. Legal Proceedings” in each Registrant's 2014 Form 10-X; and
e Notes 6 and 10 to the Financial Statements.

ltem 1A. Risk Factors

There have been no material changes in the Registrants' risk factors from those disclosed in "Item 1A. Risk Factors" of the
Registrants' 2014 Form 10-K.

Item 4. Mine Safety Disclosures

Not applicable.
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ltem 6. Exhibits

. The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits
i has heretofore been filed with the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits
indicated by a [_] are filed or listed pursuant to Item 601(b)(10)(ii) of Regulation 5-K.

1(a)

1(b)

*1(c)

*[L110@)

*L110(b)

*12(a)

*12(b)

*12(c)
*12(d)
*12(e)

Equity Distribution Agreement, dated February 26, 2015, by and among PPL Corporation and Merrill
Lynch, Pierce, Fenner & Smith Incorporated (Exhibit 1.1 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated February 26, 2015}

Equity Distribution Agreement, dated February 26, 2015, by and among PPL Corporation and Morgan
Stanley & Co. LLC (Exhibit 1.2 to PPL Corporation Form 8-K Report (File No. 1-11459) dated
February 26, 2015)

Final Terms of the Western Power Distribution (East Midlands) plc £25,000,000 1,676% Index Linked
Notes due September 24, 2052 under the £3,000,000,000 Euro Medium Term Note Programme

Service Agreement, dated March 16, 2015, between Western Power Distribution (South West) plc and
Robert A. Symons

Amendment No. 6 to PPL Corporation Directors Deferred Compensation Plan, dated as of April 15,
2015

PPL Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fixed Charges and
Preferred Stock Dividends

PPL Electric Utilities Corporation and Subsidiaries Computation of Ratio of Earnings to Combined
Fixed Charges and Preferred Stock Dividends

LG&E and KU Energy LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges
Louisville Gas and Electric Company Computation of Ratio of Earnings to Fixed Charges
Kentucky Utilities Company Computation of Ratio of Earnings to Fixed Charges

Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the guarterly period ended March 31,

20135, filed by the following officers for the following companies:

*31(a)
*31(b)
#31(c)
*31(d)
#31(e)
*31(H)
*31(g)
#31(h)
*31(i)
*31()

PPL Corporation's principal executive officer

PPL Corporation's principal financial officer

PPL Electric Utilities Corporation's principal executive officer
PPL Electric Utilities Corporation’s principal financial officer
LG&E and KU Energy LLC's principal executive officer

LG&E and KU Energy LLC's principal financial officer
Louisville Gas and Electric Company's principal executive officer
Louisville Gas and Electric Company's principal financial officer
Kentucky Utilities Company's principal executive officer

Kentucky Utilities Company's principal financial officer

Certifications pursuant to Section 906 of the Sarbanes-Qxley Act of 2002, for the quarterly period ended March 31,

20135, furnished by the following officers for the following companies:

*32(a)
*32(b)
*32(c)

D *32(d)

©*32(e)

PPL Corporation's principal executive officer and principal financial officer

PPL Electric Utilities Corporation's principal executive officer and principal financial officer
LG&E and KU Energy LLC's principal executive officer and principal financial officer
Louisville Gas and Electric Company's principal executive officer and principal financial officer

Kentucky Utilities Company's principal executive officer and principal financial officer
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I01.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

- XBRL Instance Document

- XBRL Taxonomy Extension Schema

- XBRL Taxonomy Extension Calculation Linkbase
- XBRL Taxonomy Extension Definition Linkbase

- XBRL Taxonomy Extension Label Linkbase

- XBRL Taxonomy Extension Presentation Linkbase
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrants have duly caused this report to be
signed on their behalf by the undersigned thereunto duly authorized. The signature for each undersigned company shall be
deemed to relate only to matters having reference to such company or its subsidiaries.

PPL Corporation
(Registrant)

Date: May 7, 2015 /s/ Stephen K. Breininger
Stephen K. Breininger
Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date: May 7, 2015 /s/ Dennis A, Urban, Jr.
Dennis A. Urban, Ir.
Controller
(Principal Financial Officer and Principal
Accounting Officer)

LG&E and KU Energy LLC
(Registrant)

Louisville Gas and Electric Company
(Registrant)

Kentucky Utilities Company
(Registrant)

Date: May 7, 2015 /s{ Kent W, Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal
Accounting Officer)
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Exhibit 12(a)
PPL CORPORATION AND SUBSIDIARIES

COMPUTATICN OF RATIO OF EARNINGS TO CONMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
(Millions of Dollars)

3 Months
Ended
March 31, Years Ended December 31,
2015 2014(a) 2013(a) 2012(a) 2011(a) 2010(a)

Earnings, as defined:
Income from Continuing Operations Before

Income Taxes (B)uvevrrireeerireeenns e B 915 § 2364 $ 1260 $ 2,009 § 2050 § 1,218
Adjustment to reﬂect earmngs from equlty method
investments on a cash basis (€)..eccvceveceeccereereereene, (2) 34 1 7

913 2,364 1,260 2,043 2,051 1,225

Total fixed charges as below ... 258 1,095 1,006 1,065 1,022 698
Less:
Capitalized INtEIESt ......occeee e e 6 33 46 43 42 24
Preferred security distributions of subsidiaries
ON A Pre-tax Dasis ..ovccverececirennisensenccrsencacssesnonss 5 23 21
Interest expense and fixed charges related to
discontinued operations .. 10 14 12 6 34
Total fixed charges included in Income from
Continuing Operations Before Income Taxes ........., 252 1,052 1,036 1,005 951 619
Total arniNgs ..ooecvreriireirisesmssiresrensie e $ 1165 § 3416 $ 2206 § 3,048 § 3,002 § 1,844
Fixed charges, as defined: )
Interest charges (d) voeercerneseceereseneseeeemesesessseenssnenes $ 255 % 1,073% 1,058% 1,019 % 955 $ 637
Estimated interest component of operating rentals ..... 3 22 38 41 44 39
Preferred security distributions of subsidiaries
O a pre-tax basis .....cvmvsrcn st 5 23 21
Fixed charges of majority-owned share of 50% or
less-oWned PEISOMS ......cocvvcereenrercnmencrmscnrnecmeareneacas 1
Total fixed charges (8) woveeeevieercreerccereeeecsreressesens $ 258 $ 1,095 % 1,096 $ 1,065 $ 1,022 $ 698
Ratio of earnings to fixed charges ........ccoeevveiveivennennns 4.5 3.1 2.1 2.9 2.9 2.6
Ratio of earnings to combined fixed charges and
preferred stock dividends (f) ..o 4.5 3.1 2.1 2.9 2.9 2.6

(a) Years 2010 through 2014 reflect the reclassification of certain PPL Mentana hydroelectric generating facilities and related assets as Discontinued
Operations. See Note 8 to the Financial Statements for additional information.

(b) To facilitate the sale of the hydroelectric generating facilities referred to in (a) above, in December 2013, PPL. Montana terminated a lease
agreement which resulted in a $697 million charge. See Note 8 to the Financial Statements in PPL's 2014 Form 10-K for additional information.

(¢) Includes other-than-temporary impairment loss of $25 million in 2012.

(d) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.

(e) Interest on unrecognized tax benefits is not included in fixed charges.

(f)  PPL, the parent holding company, does not have any preferred stock outstanding; therefore, the ratio of eamings to combined fixed charges and
preferred stock dividends is the same as the ratio of earnings to fixed charges.
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Exhibit 12(b)
PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

{Millions of Dollars)
3 Months
Ended
March 31, Years Ended December 31,
2015 2014 2013 2012 2011 2010
Earnings, as defined:
Income Before Income TaXes . eeereereeecersersserseenene $ 146 $§ 423 $ 317 $ 204 $ 257 % 192
Total fixed charges as below........oooeniiiciiicinnnnn, 33 131 117 107 105 102
Total CAIMINES wccverccreiaraneceniririeererersesereseassssesssasens $ 179 § 554 § 434 $ 311 $ 362 § 294
Fixed charges, as defined:
Interest Charges (). .c.ceveereeereererenerernsererrssssessssssnns $ 2% 127 % 113 % 104 % 102 % 101
Estimated interest component of operating rentals ...... 1 4 4 3 3 1
Total fixed charges (b).....civnrrerermrrmmmmsnsesesens i d 33 % 131 $ 117 % 107 % 105 % 102
Ratio of earnings to fixed charges .........ccccoceoeneereeeeeenns 54 4.2 3.7 2.9 34 29
Preferred stock dividend requirements on a pre-tax
DASIS cevreesuce s rersrne s rnsensss s as st e et sara s e asnanass $ 6 % 21 § 23
Fixed charges, a5 aboVe ... rererereeenecreesnsnseseesiiannen,s $ 338 131 8 117 107 105 102
Total fixed charges and preferred stock dividends .....$ 33 131 % 117 % 113§ 126 § 125
Ratio of earnings to combined fixed charges and
preferred stock dividends ..........occeivenincncnsine s, 54 42 37 2.8 2.9 2.4

(@) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

(a}
®
(c)
(6]
O]
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Exhibit 12(¢)

™~ COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
! (Millions of Dollars)
Predeces-
Successor (a) sor (bh)
3Months Year Year Year Year 2 Months |10 Months
Ended Ended Ended Ended Ended Ended Ended
Mar. 31, Dec.31, Dec.31, Dec.31, Dec.31, Dec.31, | Oct. 31,
2015 2014 2013 2012 2011 2010 2010
Earnings, as defined:
Income from Continuing Operations
Before Income Taxes $ 193 % 553 % 551 % 331 % 419 % 70 |$ 300
Adjustment to reflect earnings from
equity method investments on a cash
basis (c) (2) (D (1) 33 0)) 4
Mark to market impact of derivative
instruments 2 (20)
191 552 550 364 418 72 276
Total fixed charges as below 44 173 151 157 153 25 158
Total earnings $ 235 § 725 $ 701 % 521 § 571 % 97 |$ 434
Fixed charges, as defined:
Interest charges (d) (e) $ 42 % 167 3 145§ 151 % 147 $ 24 ($ 153
Estimated interest component of
operating rentals 2 6 6 6 6 1 5
Total fixed charges $ 44 $ 173 & 151 § 157 $ 153 % 25 1% 158
Ratio of earnings to fixed charges 53 4.2 4.6 3.3 3.7 3.9 27

Post-acquisition activity covering the time period after October 31, 2010,
Pre-acquisition activity covering the time period prior to November 1, 2010,
Includes other-than-temporary impairment loss of $25 million in 2012.
Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net,
Includes a credit for amortization of a fair market value adjustment of $7 miliion in 2013,
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LOUISVILLE GAS AND ELECTRIC COMPANY
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Exhibit 12(d)

{Millions of Dollars)
Predeces-
Successor (a) sor (h)
3 Months  Year Year Year Year 2 Months | 10 Months
Ended Ended Ended Ended Ended Ended Ended
Mar. 31, Dec.31, Dec,31, Dec.31, Dec.31, Dec.31, | Oct.31,
2015 2014 2013 2012 2011 2010 2010
Earnings, as defined:
Income Before Income Taxes $ 8 $ 272 % 257 § i92 % 195 $ 29 |% 167
Mark to market impact of derivative
instruments 1 (20)
86 272 257 192 195 30 147
Total fixed charges as below 14 51 36 44 46 3 40
Total earnings $ 100 $ 323 % 203 %3 236§ 241 % 38 |% 187
Fixed charges, as defined:
Interest charges (¢) (d) $ 13 § 49 $ 34 3 42 3 44 3 8|3 38
Estimated interest component of
operating rentals 1 2 2 2 2 2
Total fixed charges $ 14 $ 51 % 36 $ 4 3 46 3 B 40
Ratio of earnings fixed charges 7.1 6.3 8.1 54 5.2 4.8 4.7

. (a) Post-acquisition activity covering the time period after October 31, 2010.
' {b) Pre-acquisition activity covering the time period prior to November 1, 2010.

(c) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net,
(d) Includes a credit for amortization of a fair market value adjustment of $7 million in 2013.

ppl10g_3-15 Final as Filed.docx Confidential 122



DRAFT

Exhibit 12(e)
KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(Millions of Dollars})
Predeces-
Successor (a) sor (b)
3 Months  Year Year Year Year 2 Months |10 Months
Ended Ended Ended Ended Ended Ended Ended
Mar. 31, Dec.31, Dec.31, Dec.31, Dec.31, Dec.31, | Oct. 31,
2015 2014 2013 2012 2011 2010 2010
Earnings, as defined:
Income Before Income Taxes $ 125 % 355 % 360 % 215 % 282 % 55 |% 218
Adjustment to reflect earnings from
equity method investments on a cash
basis (c) (2) 1 (v 33 M 4
123 354 359 248 281 55 214
Total fixed charges as below 20 80 73 72 73 11 71
Total earnings $ 1438 434 $ 432 8§ 320% 354 % 66 |3 285
Fixed charges, as defined:
Interest charges (d) $ 19 § 77 % 70 $ 69 $ 70 § 10 |$ 69
Estimated interest component of
operating rentals 1 3 3 3 3 1 2
Total fixed charges 3 20 § 80 % 73§ 72§ 73 § 11 |$ 71
Ratio of earnings to fixed charges 7.2 5.4 5.9 4.4 4.8 6.0 4.0

(a)
()
(<)
(d

Post-acquisition activity covering the time period after October 31, 2010.

Pre-acquisition activity covering the time period prior to November 1, 2010,

Includes other-than-temporary impairment loss of $25 million in 2012,

Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premivm - net.

ppl10qg_3-15 Final as Filed.docx Confidential 123



DRAFT

Exhibit 31(a)

CERTIFICATION

I, WILLIAM H. SPENCE, certify that:
1.  Ihave reviewed this quarterly report on Form 10-Q3 of PPL Corporation (the "registrant™);

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under whlch such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4,  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. [Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report cur
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors {or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: May 7, 2015 fs/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL Corporation
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DRAFT
Exhibit 31(b)
CERTIFICATION

I, VINCENT SORGI, certify that:
1. Ihave reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant™);

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and 1 are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal controi over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that cccurred during
the registrant’s most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. Al signiﬁcant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: May 7, 2015 /s/ Vincent Sorgi
Vincent Sorgi
Senior Vice President and Chief Financial Officer
. (Principal Financial Officer)
; PPL Corporation
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DRAFT
Exhibit 31(c)

CERTIFICATION

I, GREGORY N. DUDKIN, certify that:
1. 1have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant");

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial reporting.

Date: May 7, 2015 /s!/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporaticn
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DRAFT
Exhibit 31(d)

CERTIFICATION

I, DENNIS A. URBAN, JR,, certify that:
1. Thave reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period caovered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-13(¢) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evalvated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: May 7, 2015 /s/ Dennis A. Urban, Jr.
Dennis A. Urban, Jr.
Controller

(Principal Financial Officer and Principal Accounting
Officer)
PPL Electric Utilities Corporation
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DRAFT

Exhibit 31(e)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant™);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared,;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure centrols and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors {or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: May 7, 2015 fs/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)

LG&E and KU Energy LLC
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DRAFT
Exhibit 31(f)

CERTIFICATION

I, KENT W. BLAKE, certify that:
1. Ihave reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant"});

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all matertal respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have;

a. Designed such disclosure controls and procedures, or cansed such disclosure controls and procedures to be designed
under our supervision, 10 ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. [Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: May 7, 2015 s/ Kent W. Blake
Kent W, Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
| Officer)
LG&E and KU Energy LLC
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DRAFT

Exhibit 31(g)

CERTIFICATION

I, VICTOR A. STAFFIER], certify that:

1.

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial conditicn, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, 10 ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

: c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that cccurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: May 7, 2015 s/ Victor A. Staffieri

Victor A. Stafiteri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)

Louisville Gas and Electric Company
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DRAFT

Exhibit 31(h)
CERTIFICATION

I, KENT W. BLAKE, certify that:

L.

I have reviewed this quarterly report on Form 10-Q) of Louisville Gas and Electric Company (the "registrant™);

2. Based on my knowledge, this report does not contain any untrne statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(g)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f}) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluvated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: May 7, 2015 /s/ Kent W. Blake

Kent W, Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)

Louisville Gas and Electric Company
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DRAFT
Exhibit 31(i)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:
[.  Ihave reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant"});

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annnal report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date; May 7, 2015 Isf Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and
President
(Principal Executive Officer)
Kentucky Utilities Company
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DRAFT
Exhibit 31()

CERTIFICATION

I, KENT W. BLAKE, certify that:
I.  I'have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant"};

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal contro] over financial reporting that cccurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: May 7, 2015 /s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
Officer)
Kentucky Utilities Company
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DRAFT

Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
- AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
! FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2015

In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company”) for the quarter ended
March 31, 20135, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report™), we,
William H. Spence, the Principal Executive Officer of the Company, and Vincent Sorgi, the Principal Financial Officer of the

Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
hereby certify that:

o The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

¢ The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 7, 2015 /s/ William H. Spence
William H. Spence
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
PPL. Corporation

/s/ Vincent Sorgi

Vincent Sorgi

Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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DRAFT

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-Q FOR THE QUARTER ENDED MARCH 31,
2015

In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the
quarter ended March 31, 2015, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report™), we, Gregory N. Dudkin, the Principal Executive Officer of the Company, and Dennis A. Urban, Jr., the Principal
Financial Officer and Principal Accounting Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursnant
to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

» The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

o The information contained in the Covered Report fairly preseats, in all material respects, the financial
condition and results of operations of the Company.

Date: May 7, 2015 fs/_Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

Is/ Dennis A. Urban, Jr.

Dennis A. Urban, Jr.

Controller

(Principal Financial Officer and Principal Accounting Officer)
PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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DRAFT

Exhibit 32(c)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 806 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2015

In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the
quarter ended March 31, 2015, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Victor A. Staffieri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial
Officer of the Company, pursuant to 18 U.5.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act

of 2002, hereby certify that:

o The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

» The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 7, 2015

/s! Victor A. Staffier

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)

LG&E and KU Energy LLC

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
L AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
. FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31,
2015

In connection with the guarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for
the quarter ended March 31, 2015, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Victor A. Staffieri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial
Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002, hereby certify that:

o The Covered Report fully complies with the requirements of Section 13(a) or 15{d) of the Securities
Exchange Act of 1934, as amended; and

» The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 7, 2015 /s/ Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Louisville Gas and Electric Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company

A 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 806 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2015

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the
quarter ended March 31, 2015, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report™), we, Victor A. Staffieri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial

Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002, hereby certify that:

s The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

o The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: May 7, 2015 /s/ Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

Is/ Kent W. Blake
Kent W. Blake
Chief Financial Officer

{Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by
the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for the quarterly peried ended June 30, 2015

OR

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

Commission File
Number

1-11459

1-905

333-173665

1-2863

1-3464

ppl10q_6-15 Final As Filed.docx Confidential

Registrant; State of Incorporation;
Address and Telephone Number

PPL Corporation

(Exact name of Registrant as specified in its charter)
(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

PPL Electric Utilities Corporation

(Exact name of Registrant as specified in its charter)
(Pennsylvania)

Two Norih Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

LG&E and KU Energy LL.C

(Exact name of Registrant as specified in its charter)
(Kentucky)

220 West Main Street

Louisville, KY 40202-1377

(502) 627-2000

Louisville Gas and Electric Company

(Exact name of Registrant as specified in its charter)
(Kentucky)

220 West Main Street

Louisville, KY 40202-1377

(502) 627-2000

Kentucky Utilities Company

(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)

One Quality Street

Lexington, KY 40507-1462

(502) 627-2000

IRS Employer
Identification No.

23-2758192

23-0955590

20-0523163

61-0264150

61-0247570



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

PPL Corporation Yes X No_
PPL Electric Utilities Corporation Yes X No__
LG&E and KU Energy LLC Yes_X No__ _
Louisville Gas and Electric Company Yes X No__
Kentucky Utilities Company Yes X No__

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

PPL Corporation Yes X No_
PPL Electric Utilities Corporation Yes X No_
LG&E and KU Energy LLC Yes X No__
Louisville Gas and Electric Company Yes X No__
Kentucky Utilities Company Yes X No____

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

Large accelerated  Accelerated Non-accelerated  Smaller reporting

filer filer filer company
PPL Corporation [X] [ ] [ 1] [ ]
PPL Electric Utilities Corporation [ ] [ ] [X] [ 1]
LG&E and KU Energy LLC [ ] [ ] [X] [ 1]
Louisville Gas and Electric Company [ 1 [ ] [X] [ 1]
Kentucky Utilities Company [ 1 [ ] [X] [ 1]

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

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

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

PPL Corporation Common stock, $0.01 par value, 669,969,737 shares outstanding at July 24,
2015,

PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held by
PPL Corporation at July 24, 20135.

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

Louisville Gas and Electric Company Common stock, no par value, 21,294,223 shares outstanding and all held by

LG&E and KU Energy LLC at July 24, 2015.

Kentucky Utilities Company Common stock, no par value, 37,817,878 shares outstanding and all held by
LG&E and KU Energy LLC at July 24, 2015.

This document is available free of charge at the Investors section of PPL Corporation's website at www.pphweb.com.
However, information on this website does not constitute a part of this Form 10-Q.
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This cornbined Form 10-Q is separately filed by the following Registrants in their individual capacity: PPL Corporation, PPL
Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities
Company. Information contained herein relating to any individual Registrant is filed by such Registrant solely on its own
behalf, and no Registrant makes any representation as to information relating to any other Registrant, except that information
under "Forward-Looking Information” relating to subsidiaries of PPL Corporation is also attributed to PPL Corporation and
information relating to the subsidiaries of LG&E and KU Energy LLC is also attributed to LG&E and KU Energy LLC.

Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation,
LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company are references to such
entities directly or to one or more of their subsidiaries, as the case may be, the financial results of which subsidiaries are
consolidated into such Registrants in accordance with GAAP. This presentation has been applied where identification of
particular subsidiaries is not material to the matter being disclosed, and to conform narrative disclosures to the presentation of
financial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its subsidiaries

KU - Kentucky Utilities Company, a public utility subsidiary of LKE engaged in the regulated generation, transmissicn,
distribution and sale of electricity, primarily in Kentucky.

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

LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU and other subsidiaries.
LKS - LG&E and KU Services Company, a subsidiary of LKE that provides services to LKE and its subsidiaries.

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

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

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

PPL Energy Funding - PPL Energy Funding Corporation, a subsidiary of PPL and the parent holding company of PPL
Global and other subsidiaries.

PPL EU Services - PPL EU Services Corporation, a subsidiary of PPL that, beginning in 2015, provides support services
and corporate functions such as financial, supply chain, human resources and information technology services primarily to
PPL Electric and its affiliates,

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

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

PPL WPD Limited - an indirect UK. subsidiary of PPL Global. PPL WPD Limited holds a liability for a closed defined
benefit pension plan and a receivable with WPD plc.

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

Subsidiary Registrant(s} - Registrants that are direct or indirect wholly owned subsidiaries of PPL: PPL Electric, LKE,
LG&E and KU.

WPD - refers to WPD plc and its subsidiaries together with a sister company PPL WPD Litd.

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

WPD pic - Western Power Distribution plc, formerly known as Western Power Distribution Limited, an indirect U.K.
subsidiary of PPL Global. Its principal indirectly owned subsidiaries are WPD (East Midlands), WPD (South Wales), WPD
(South West) and WPD (West Midlands).

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

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

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

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

Other terms and abbreviations
£ - British pound sterling.
2014 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2014 Form 10-K.
Act 11 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorizes the PUC to
approve two specific ratemaking mechanisms: the use of a fully projected future test year in base rate proceedings and,
subject to certain conditions, a DSIC.
Act 129 - Act 129 of 2008 that became effective in October 2008. The law amends the Pennsylvania Public Utility Code
and creates an energy efficiency and conservation program and smart metering technology requirements, adopts new PLR
electricity supply procurement rules, provides remedies for market misconduct and changes to the Alternative Energy

Portfolio Standard (AEPS).

AFUDC - Allowance for Funds Used During Construction, the cost of equity and debt funds used to finance construction
projects of regulated businesses, which is capitalized as part of construction costs.

AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.

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

Cane Run Unit 7 - a natural gas combined-cycle unit in Kentucky, jointly owned by LG&E and KU, which provides
electric generating capacity of 640 MW (141 MW and 499 MW to LG&E and 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 address certain environmental issues related to air emissions, including acid
rain, ozone and toxic air emissions.

Clean Water Act - federal legislation enacted to address certain environmental issues relating to water quality including
effluent discharges, cooling water intake, and dredge and fill activities.

COBRA - Consolidated Omnibus Budget Reconciliation Act, which provides individuals the option to temporarily continue
employer group health insurance coverage after termination of employment.

CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised

Statute 278.020 to provide utility service to or for the public or the construction of certain plant, equipment, property or
facility for furnishing of utility service to the public.

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

DNO - Distribution Network Operator in the U.K.
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DOJ - U.S. Department of Justice.

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

DPCRS5 - Distribution Price Control Review 5, the U.K. five-year rate review period applicable to WPD that commenced
April 1, 2010.

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

DSIC - the Distribution System Improvement Charge authorized under Act 11, which is an alternative ratemaking
mechanism providing more-timely cost recovery of qualifying distribution system capital expenditures.

DS - Demand Side Management. Pursvant to Kentucky Revised Statute 278.285, the KPSC may determine the
reasonableness of DSM plans proposed by any utility under its jurisdiction. Proposed DSM mechanisms may seek full
recovery of costs and revenues lost by implementing DSM programs and/or incentives designed to provide financial rewards
to the utility for implementing cost-effective DSM programs. The cost of such programs shall be assigned only to the class
or classes of customers which benefit from the programs.

ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled
to the current recovery of costs of complying with the Clean Air Act, as amended, and those federal, state or local
environmental requirements that apply to coal combustion wastes and by-products from the production of energy from coal.
EEIl - Edison Electric Institute, the association that represents U.S. investor-owned electric companies.

ELG(s) - Effluent Limitation Guidelines, regulations promulgated by the EPA,

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

EPS - earnings per share,

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

E.W. Brown - a generating station in Kentucky with capacity of 1,594 MW.

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

FGD - flue-gas desulfurization, a pollution control process for the removal of sulfur dioxide from exhaust gas.
Fitch - Fitch, Inc., a credit rating agency.

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

GBP - British pound sterling.

GHG - greenhouse gas(es).

GLT- Gas Line Tracker. The KPSC approved LG&E's recovery of costs associated with gas service lines, gas risers, leak
mitigation, and gas main replacements. Rate recovery became effective on January 1, 2013,

Holdco - Talen Energy Holdings, Inc., a Delaware corporation, which was formed for the purposes of the June 1, 2015
spinoff of PPL Energy Supply, LLC.
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If-Converted Method - A method applied to calculate diluted EPS for a company with outstanding convertible debt. The
method is applied as follows: Interest charges (after-tax) applicable to the convertible debt are added back to net income and
the convertible debt is assumed to have been converted to equity at the beginning of the period, and the resulting common
shares are treated as outstanding shares. Both adjustments are made only for purposes of calculating diluted EPS. This
method was applied to PPL's Equity Units prior to settlement.

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

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

LIBOR - London Interbank Offered Rate.

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

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

MW - megawatt, one thousand kilowatts.

NAAQS - National Ambient Air Quality Standards periodically adopted pursuant to the Clean Air Act.
NERC - North American Electric Reliability Corporation.

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

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

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

NRC - Nuclear Regulatory Commission, the U.S. federal agency that regulates nuclear power facilities.
OC! - other comprehensive income or loss.

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

OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13%
interest (consists of LG&E's 5.63% and KU's 2.50% interests), which is accounted for as a cost-method investment. OVEC
owns and operates two coal-fired power plants, the Kyger Creek plant in Ohio and the Clifty Creek plant in Indiana, with
combined summer rating capacities of 2,120 MW,

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

PP&E - property, plant and equipment.

PPL EnergyPlus - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL EnergyPlus, LL.C, a subsidiary of PPL
Energy Supply that marketed and traded wholesale and retail electricity and gas, and supplied energy and energy services in
competitive markets,

PPL Energy Supply - prior to the June 1, 2015 spinoff , PPL Energy Supply, LLC, a subsidiary of PPL. Energy Funding
and the parent company of PPL EnergyPlus and other subsidiaries.

PPL Montana - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL Montana, LLC, an indirect subsidiary of PPL
Energy Supply, LLC that generated electricity for wholesale sales in Montana and the Pacific Northwest.
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PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, services, accounting and
operations of Pennsylvania utilities.

RAY - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or
regulatory asset base. RAV is based on historical investment costs at time of privatization, plus subsequent allowed additions
less annual regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory
cost of capital. RAV is indexed to Retail Price Index (RPI) in order to allow for the effects of inflation. Since the beginning
of DPCRS5 in April 2010, RAV additions have been based on a percentage of annual total expenditures, which will continue
from April 2015 under RIIO-ED1. RAYV is intended to represent expenditures that have a long-term benefit to WPD (similar
to capital projects for the U.S. regulated businesses that are generally included in rate base).

RCRA - Resource Conservation and Recovery Act of 1976.

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

RFC - ReliabilityFirst Corporation, one of eight regional entities with delegated authority from NERC that work to
safeguard the reliability of the bulk power systems throughout North America.

RHO-ED1T - RIIO represents "Revenues = Incentive + Innovation + Qutputs.” RIIO-ED1 refers to the initial eight-year rate
review period applicable to WPD which commenced April 1, 2015.

Riverstone - Riverstone Holdings LLC, a Delaware limited liability company and ultimate parent company of the entities
that own the competitive power generation business contributed to Talen Energy other than the competitive power generation
business contributed by virtue of the spinoff of a newly formed parent of PPL Energy Supply.

RJS Power - RJS Generation Holdings LLC, a Delaware 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 of the spineff of a newly formed parent of PPL Energy Supply.

RMC - Risk Management Committee.

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

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

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

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

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

SERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to
safeguard the reliability of the bulk power systems throughout North America.

Smart meter - an electric meter that utilizes smart metering technology.

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

Superfund - 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 and owner
of the competitive generation assets of PPL Energy Supply and certain affiliates of Riverstone.
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Talen Energy Marketing - PPL EnergyPlus' new name subsequent to the spinoff of PPL Energy Supply.

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

Total shareowner refurn - the change in market value of a share of the Company's common stock plus the value of all
dividends paid on a share of the common stock during the applicable performance period, divided by the price of the
common stock as of the beginning of the performance period. The price used for purposes of this calculation is the average
share price for the 20 trading days at the beginning and end of the applicable period.

Treasury Stock Method - A methed applied to calculate diluted EPS that assumes any proceeds that could be obtained
upon exercise of options and warrants (and their equivalents) would be used to purchase common stock at the average market
price during the relevant period.

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

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

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

Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, sirategies, future events or
performance and underlying assumptions and other statements that are other than statements of historical fact are "forward-
looking statements” within the meaning of the federal securities laws. Although the Registrants believe that the expectations
and assumptions reflected in these statements are reasonable, there can be no assurance that these expectations will prove to
be correct. Forward-looking statements are subject to many risks and uncertainties, and actual results may differ materially
from the results discussed in forward-looking statements. In addition to the specific factors discussed in each Registrant's
2014 Form 10-K and in "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations” in this Form 10-Q, the following are among the important factors that could cause actual results to differ
materially from the forward-looking statements.

e fuel supply;

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

weather conditions affecting customer energy use;

availability of existing generation facilities;

the duration of and cost associated with unscheduled outages at our generating facilities;

transmission and distribution system conditions and operating costs;

expansion of alternative sources of electricity generation;

collective labor bargaining negotiations;

the outcome of litigation against the Registrants and their subsidiaries;

potential effects of threatened or actual terrorism, war or other hostilities, cyber-based intrusions or natural disasters;
the commitments and liabilities of the Registrants and their subsidiaries;

the effectiveness of our risk management techniques, including hedging;

our ability to attract and retain qualified employees;

volatility in market demand and prices for energy and transmission services;

competition in retail and wholesale power and natural gas markets;

market prices of commodity inputs for ongoing capital expenditures;

capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic
indices, and decisions regarding capital structure;

e stock price performance of PPL;
e volatility in the fair value of debt and equity securities and its impact on the value of assets in defined benefit plans, and

the potential cash funding requirements if fair value declines;

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

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

changes in securities and credit ratings;

changes in foreign currency exchange rates for British pound sterling;

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

changes in political, regulatory or economic conditions in states, regions or countries where the Registrants or their
subsidiaries conduct business;

receipt of necessary governmental permits, approvals and rate relief;

new state, federal or foreign legislation or regulatory developments;

the outcome of any rate cases or other cost recovery or revenue filings by PPL Electric, LG&E, KU or WPD;

the impact of any state, federal or foreign investigations applicable to the Registrants and their subsidiaries and the energy
industry;

the effect of any business or industry restructuring;

development of new projects, markets and technologies;

performance of new ventures; and

business dispositions or acquisitions and our ability 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.

ppl10g_6-15 Final As Filed.docx Confidential 1



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

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (LOSS)

PPL Corporation and Subsidiaries

(Unaudited)
(Miliions of Dollars, except share data)

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Operating Revenues
UL vevsnrerirsseisssssnsissssss ssssssssessssssrasssnsssssssnessnsmeesnmsnnssnssssessnensmessesnrene: $ 1,765 % 1,830 % 3979 % 3,992
Energy-related businesses ..o vccinireiiimrcsssssr s s e e 16 19 32 35
Total Operating REVENUES ......cvciiciiviiiimmimisisiiisi s st nsass e 1,781 1,349 4,011 4,027
Operating Expenses
Operaticn
FUEL ..ot s et s s e e sem s e s ennaananens 214 232 467 508
Energy purchases ... s et 170 171 499 510
Other operation and MAINTENANCE ...ooveiiiiiiissisiiciiniiii it e saien 454 47 897 837
DEPreCiatiON uivveiiresisseeeseesssssseransennsssserssnmssssersrmssseresssesssaressnsssssenssesssusen, 216 230 432 455
Taxes, Other than INCOIME ....c.ivirieeineeeirieisiserieserssssessse s e s sassnses 76 77 162 160
Energy-related DUSINESSES voveremrrseescrrerssmmsrressasseressssssrorenisssnisrssssanssarsss: 13 14 26 28
Total Operating EXPEnses v ceeeerimsrmmsinmmmmimscssssssnsssesssmssiamasassans: 1,143 1,171 2,483 2,548
OPerating INCOME .....veieeiiiiinccssnerressssrssstassessssssssssessassssrarerarsearsansnnnnsnsenss 638 678 1,528 1,479
Other Income (EXPENSE) - NEL.uueieirisinicrnsmmmncenssssinnesssssosannsssorsansasssanssasas (102) 74) (14) (103)
INterest EXPENSE coviiriiiriiire i teiiie i attmr s s s snmm e s rrsss s nsssessss e sssmavansranas 215 208 424 424
Income from Continuing Operations Before Income Taxes ..........ccocvurrenn. 321 396 1,090 952
INCOME TAXES cuvvrrerserssncsersinisiniinsesssestssasssas s em s snre e s s s anssmssmssnsmnamssnnesnns 71 166 288 333
Income from Continuzing Operations After Income Taxes ........ccccceceeceennee. 250 230 802 619
Income (Loss) from Discontinued Operations (net of income taxes) (Note 8)... (1,007 (1) (912) (74)
Net INCOME (LOSS) ..ueorierereeeieineererreecrriarecrsssnrssssnsrsrsrsntssssssensssarsesssnnsessse. $ (757) § 229 % (110) $ 545
Earnings Per Share of Common Stock:
Income from Continning Operations After Income Taxes Available to PPL
Common Shareowners:
BASIC...uvviieirsersnrssmnsrs s s ms s ettt s e et nneen. $ 037 3% 035 $ .20 % 0.96
L1 OO ORUTRUPRURROTROTRE. | 037 $ 034 8 1.19 $ 0.94
Net Income (J.oss) Available to PPL. Common Shareowners:
BAasiCuuuiiiiieecrnirris e e s e e e e ssrass e saesans P (1.13) § 035 $ 017 $ 0.84
DIIted ottt rers e s e anea s B 113y § 034 $ 017 3 0.83
Dividends Declared Per Share of Common Stock.............covvevvnevinvesnnnnnn. $ 03725 % 03725 $ 0.7450 $ 0.7450
Weighted-Average Shares of Common Stock Qutstanding (in thousands)
BaSIC..iiiiiiiriirerrsrrreineaesrereeneres s nessnsna s s ann rane s s s s et s sna s mneranenareeaans 668,415 653,132 667,698 642,002
DIIUted ... viceirrerierscccnt st s essss s s rssens s emsesssssasessssan s sasssannsasmsa e 671,286 665,792 670,013 664,927

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statemnents.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

PPL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net income (I0S8) ......ccocreereureenrererrereermersesssrnsrssserssssssessniessessessmmemesneseeneesces 8 (197) $ 229 § 110 3 545
Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense)
benefit:
Foreign currency translation adjustments, net of tax of $6, $3, $1, $6.......... (83) 3) (149) 128
Available-for-sale securities, net of tax of ($3), ($15), ($9), ($2D..cucuencn.e. 2 14 7 19
Qualifying derivatives, net of tax of ($11), $4, (37), 529 .covirrircciriininnnnan. 21 {n 27 47
Defined benefit plans:
Prior service costs, net of tax of $4, $0, $4, $0... reerteean et rearenans (6) (6)
Net actuarial gain (loss), net of tax of ($36), $2, ($36) $2 53 (2) 52 (2)
Reclassifications from AOCI - {gains) losses, net of tax expense (benefit):
Auvailable-for-sale securities, net of tax of $1, $1, $2, $2 ...ceeecveeeeceeene, )] (N 2) )
Qualifying derivatives, net of tax of ($24), $5, ($20), $1 ..o 27 (5 10 14
Equity investees' other comprehensive (income) loss, net of
tax of B0, $0, $1, FO ettt e e ens (4]
Defined benefit plans:
Prior service costs, net of tax of $0, {($1), $0, ($2) - vecrrereeccveeceree e rrvrererenes 1 2
Net actuarial loss, net of tax of ($12), ($8), (325), ($17) ccvvvvrvrrnnacncnnns 38 28 76 55
Total other comprehensive income (1088) ........cccoovecinnncininicsineccsssesiannna, 51 31 14 167
Comprehensive INCOME (1088)......c.cvvmrmrereerrercrcesrsniiinenrereseresesesesesnseassesanns $  (706) 260 $ (96) $ 712

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

(Unaudited)
(Millions of Dollars)
Six Months Ended June 30,
2015 2014
Cash Flows from Operating Activities
INEL ITLCOMIE (JOSEY 1u oo enmecietmteaeeaasssersrersaseennsensanesnsesbssesssnsssssssnssssrsssssnssnsenssansssrsnsinsssatessanssnsmnss $ (110) % 545
Loss from discontinued operations (net of inCOME LAXES) ...cvvveeererrreerermmenramrrmsresnesssinnisenseissses 912 74
Income from continuing operations (NEt of INCOME tAXES) ...uvurrerrrrecsevansesrseversrsmsnsseresesssssassssseseesa. 802 619
Adjustments to reconcile Income from continuing operations (net of taxes) to net cash provided by
operating activities - continuing operations
Depreciation.... 432 455
Amortization.. 27 35
Defined benefit plans expense . 32 27
Deferred income taxes and 1nvestment tax credlts 256 253
Unrealized (gains) losses on derivatives, and other hedging activities...ceeecrcceeercceeeeire v ecvennras voene 62 69
Adjustment to WPD line 1088 ACCIUAL...cevvriiicitiiiciicnriiiseir i rr e e rrrsss s rnnasn s s s ere s e s s s smeas 65
Stock-based COMPENSAtiON EXPEIISE .ivveiceiriireisireisrrcirsisnt i sess st sesessisssess s ssnssr g e s srsessre s sransns 38 20
Other... . 11 1
Change in current assets and current llabllmcs
ACCOUNES TECEIVADIE .. . eveveireneerrerreinitiirireteeemem e seesrresrsassssasssnssassssasanssessamsmsnsnsnrennnnnnsessssssnns (74) (95)
ACCOUNLS PAYADIE «eviiiiiiiiiiiiereni e rrrtsrssres s ssmrsstess st s s bt e e nan e smeeerens s rmmnaTasan s bR e R ReRe s ns nmnae (83) (46)
UNDIlIEd FEVEIUES .....ccccoeoreeeeereireirarsssttt s nnseen s ammercneee s rnnsneseresssnsnmnnseesessssssssnsssnnssnnnmrnsnsssarssnnns 79 94
PIEDAYIMENLS. ... e e cerersirnitisisissst s e s vse s s rnr s e ssesssesstesstessnastnssesnnsensensenoannsansssnssss srbbsrstnnen (61) (19)
TAXES PAYADIE ....vveeeeeererrreriseeeta ittt ees s rantrsrmaeeererantessesansassasasessaas ansnsmseverasans sornnnsnsnsnss sanes (129) 52
ACCTUEH INEETESE cuuureeeirariaissieriiirrtresnresssensintasae s ettt sa s tmmeee e mennrsmrmerararanesesssanssabhsssstsbesnannns (87) (107)
Other current Habilities. ..., uuereeerermrermieieirrrrerrrrereeeerreeerreesesesssssasssssnenssseseserersorssrersrases 91) (38)
OHRET . ureririerroseesensesasnasenianaecssess rresnnresseresssasaas sassnssassnsensmsnsensensnnsrssssbasssessessensrasesssemanns 13 40
Other operating activities
Defined benefit plans - funding (289) (186)
Other assets (29) 2
Other liabilitie 61 52
Net cash provided by operating activities - CONtOUING OPErations......ueueeseerevessessrreeninresscrnen: 970 1,293
Net cash provided by operating activities - discontinued operations ... cccenicerecevsensssscssssesen 343 290
Net cash provided by Operating aCtivilies....ueuvvicvironrsiniiinesiiiie e rnessssssssssssessssnssa: 1,313 1,583
Cash Flows from Investing Activities
Investing activities from continuing operations:
Expenditures for property, plant and eqUiPMEnt.........c.cvvrvereererrenrsreseeessneseesesenscsiasnsssnrneserssneseane (1,679 (1,678
Expenditures for Intangible ASSELS ......ciiccrrrrrrrersesmmmassssssearasssssnmssmsessasrssnnsssmssssasssasssressssssssenens 24) (24)
Purchase of Olher INVESHIIENIS. uuiviiiisirircrcicirrrrrsrersresssssssaensssessssssssssanssrsesenenesvssssssssnsnsnssnasssssnsane (15)
Proceeds from the sale of Other INVESUMENLS .ociiiiiieecceevreresrsreerrsrsrsassareasasssssaressssaeesnseersrensesesaes 135
Net (increase) decrease in restricted cash and cash equivalents................ . 8 7
Other INVESHNE ACUVILIES. eciecrrerrersrraineesaseasnsssnsansmrasmsrstasesssnssesessasssbasssnsnsssessanessntessanmesssnsns (5)
Net cash provided by (used in) investing activities - continuing operations..........ccoivierccerinens (1,575) (1,700)
Net cash provided by (used in) investing activities - discontinued Operations........cccvcoevereccreeesvcane (149) (403)
Net cash provided by (used in) investing aCtivIIEs...vvuereeerccreeeesmrrrecceeevrreersssnrsssessessesensesnees (1,724) (2,103)
Cash Flows from Financing Activities
Financing activities from continuing operations:
Issuance of 1ong-1eIm debl .......ccvvrrsrinninnriisiii s ss s s s et 88 296
Retirement of Jong-1ermm debl.....ccoveiiiiisssiisnirir i rre s eesisisensssssensssssssssssssssseesissrersnsesssesasesssasaes (239)
Issuance Of COMIMON SIOCK. ...cueeiirrrecircctsrassrssmssenresisessssceiesesenservaneversrsvenesassiatesssss s eeassssanannenns 83 1,017
Payment of common sStock dividends......cocececcervrreevnrirsrrreerreeresscsrasaeariesnrens (500) {470)
Net increase (decrease) in short-term debt 276 217)
Other fiNANCING ACHVILIES wvruieisrssessssmsusmmmmmmmmmmmmneuetesetttessmsssssssnssssssmssnssnmmmsensssseeresessessessesesssssanor (18) (38)
Net cash provided by (used in) financing activities - continuing operations ........cecreervsrsceenne (71) 349
Net cash provided by (used in) financing activities - discontinued Operations ..........c.o=-errrrrrsreemee- (546) 138
Net cash distributicns to parent from discontinued operations 132 184
Net cash provided by (used in) financing activities ............... (485) 671
Effect of Exchange Rates on Cash and Cash Equivalents .............cccceverernesrnnnssinesssseveesesseneeenes 9) 16
Net (Increase) Decrease in Cash and Cash Equivalents included in Discontinued Operations ..... 352 (25)
Net Increase (Decrease) in Cash ard Cash EQUivalents ..........c.oeeeeninieiirisisinnieessesssresivsassssveses (553) 142
Cash and Cash Equivalents at Beginning of Period................covees 1,399 863
Cash and Cash Equivalents at End of Period....ccccuviieiiiiiiiiiiciiii e e e s s srsess s sstsee e 846 3 1,005

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

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

June 30, December 31,
2015 2014
Assets
Current Assets
Cash and cash eqQUIVAIENLS .........c.erevrereresssseerreeranresesassssmsessssssssssssssist st s st sssasanassenss $ 846 $ 1,399
ShOrt-term INVESIMEIES ..c.eveveereerersresresesesasssasssaesnnesatsthts binbe bamtcamecmeemmremnesanarsesbass 120
Accounts receivable (less reserve: 2015, $41; 2014, $44)
U SEOINIEE s veiuresirsarssississsssirsninerseeseesteseansesasssrvasssesasiassatanseresansressasmarnssenseseenasseasieenesn 737 737
BT e ererstvmrirsassisssisssassssbi e ssrrtenassamseeamsse e stsntesevasaansatennsreranneneestanseseenentancrenenn 106 71
UnNDILIE TEVEMUES .....omeeeeeerevernreseresnesseasenssssasess ses et sssssssssasssbsraseanteenesemsranasanesanes 431 517
Fuel, materials and supplies.......o i e 315 381
PIEDAYINETILS ... aeresisreeressrsrereesesist st st et ns s ere s re s vee et se s b st sbsasarae shas e s b bbb e bbb 136 75
Deferred MNCOME tAXES .. vviiviiiiiririeisieesresseesrssr e s s s sas st sans s s sen s as s st avessanasanssnnes 159 125
OLhEr CUITENE BS5EES. e uerieerieriiteerstisiirrees e e siessrs e res s sessassssssssssasssesassanssnessrsssssasnsssnnen 140 134
Current assets of discontinued OPErations..........cveccimnvnmsri e 2,600
Total CUITENE ASSELS coecveiceriereereirrssrirersessesessssasnssseesmesereneamennesnesresenereseassnssassasans ou 2,870 6,159
Property, Plant and Equipment
Regulated Utility pIant.......c..ccoieenormecrre s rerene s sessis e s e e smsenesssmasseesssnens 32,990 30,568
Less: accumulated depreciation - regulated utility plant..........coccoueirececncnsnsninnnns 5,480 5,361
Regulated utility plant, Mef.....coceecceacaeeereee e crrrrrrarsscsesssssnssse st se e ecsrararssssassss 27,510 25,207
Non-regulated property, plant and eqUIPIMENt .......c.cccccvmmrrersns s s 537 592
Less: accumulated depreciation - non-regulated property, plant and equipment.... 168 162
Non-regulated property, plant and equipment, DEt........cvurmimeermrmesrerrseesessssenses 369 430
Construction WOTK IN PrOZIESS . ...iv e seerrareeeresesestsssss s smeems e seeems e smasmsassasarsssies 1,339 2,532
Property, Plant and EQuipment, BEE ......coeciienimes s s sssssssssssss e s snseens 29,218 28,169
Other Noncurrent Assets
REGUIALONY GSSELS ..iiirieermrererrrerssesersmsseneesissssnssiasssis s sas s s s ns s s s be bt sh s s b 1,569 1,562
GOOAWILL ...ttt e e crrs et srsne s sesara st sabs b sab s m e maanas e easabesrbesrasannssatsaste b et 3,590 3,667
Other INtANZIDIES ....ccceeeceerrrrse e e s s s s s 658 668
OthET NONCUITENT BSSELS......eveereerressssrsssssintsassessmrmmemrssrestesesssereessastesssassossssesspasassasesss 339 322
Noncurrent assets of discontinued OPErations.......vveeees ssererecresereeeeee e crrn s ssess 8,317
Total Other NONCUITEN! ASSELS vvvevrereeeronercaerererersrersninrsrresrrssirsssssresssessreessessesscenras 6,156 14,536
TORAL ASSBES .o eeeeerveovrssesssssstsssss st me e eeeeeeemeeesvaesemessaesset sons sonssasbaasbecsbeber et sesesassrnn $ 38,244 § 48,864

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

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

June 30, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
SHOIE-EEEIM AEDT cvveueseueeermsmsmsraraceecsrerererameessasseasmemssscsarmse s s seees s ssesaecsrssasrassetossons $ L1006 % 836
Long-term debt due Within One Year.. ...t crecrcsnre e sesessans 1,000 1,000
Accounts PAYADIE........ccccccrrrivvrmtr i e e s 902 995
XS e 1unreenrsreerereesersaresrssaesantsansar e dee s e s bt s s s hasdsan e sa st s b e e b bass ke £ e R bR R hesssmt s has ke nres 130 263
IEEEIESE o.ceieeecreeseesseeu eesescbrstbesae s ras st e e sh s e b s st s bt hatdma e am e emmeeme e emne ee e e g e g dea s 191 298
DiVIARNAS .ottt e e s s s e e n e e nes At 250 249
CUSIOMET AEPOSITS et rrre et e s e s e s s s 309 304
Regulatory Habilities. ... oiiiccsiesrrn sttt s 137 91
Other current HADITHES .......cvovveieiiie et es s e st s s snesesmsssa e s e 490 632
Current liabilities of discontinued 0perations ... e 2,775
Total Current Liabilities.....cvvesiemiiniti e e vcvmrrarrrerrrressresstassaesnsssmanaseioe e 4,509 7,443
Long-1erm DIEDL........ccocveieiiiiriisissersesiesests st etssaesesasseressasseressmsenessassssssssssmansssataseres 17,103 17,173
Deferred Credits and Other Noncurrent Liabilities
Deferred INCOME EAXES ...uvvvriiressssressssscsees st sts e seeeaasan e ee e eeerasaarsevasssrassanssasesesss 3,538 3,227
INVESIMENE 1AX CTEAILS ...veee sttt st ce e st vae e e sre e sesr e e e snssnsassrsabent i 130 132
Accrued pension ObliZations. ... e s erne s rene e s e 1,078 1,457
Asset retirement OblIZAtONS ...t rrrereare v e s enesasne e e e 487 324
Regulatory TabIlItiES. ..ocueecsecisisseinii i errs et e s e sersssresessseesrssasassassssssansessresatsnars 977 992
Other deferred credits and noncurrent Habilities.... .o vicsininssnmnesesssesessens 481 525
Noncurrent liabilities of discontinued OPErations ...........c.cieeseresimssesesssssesesssesnsns 3,963
Total Deferred Credits and Other Noncurrent Liabilities ..o cvvevee e erereeenessenns 6,691 10,620
Commitments and Contingent Liabilities (Notes 6 and 10)
Equity
Common stock - $0.01 par valte () ... vrrrecsrversresssnsassesenesnesssneseeees 7 7
Additional paid-in capital ... e 9,564 9,433
Earnings reinvested... ...ttt crrcerncernessererersrassrecsrsesssesassnasesasnmasssanss saress 2,654 6,462
Accumulated other comprehensive 1088, ... vcecreceinniniecsece e rvaee s (2,284) (2,274)
TOtA] EQUILY cuerereceteceiec it cicetse s st ere e sessee e st et sea e ses st sas st eassmes easasansarsansns 9,941 13,628
Total Liabilities and EQUILY ......ccoceeverreeevierece et st st sacas et st sas e e $ 38,244 § 48,864

(a) 780,000 shares authorized; 669,514 and 665,849 shares issued and outstanding at June 30, 2015 and December 31, 2014.

The accampanying Notes to Condensed Financial Statements are an integral part of the financial siatements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Corporation and Subsidiaries

(Unaudited)
(Miilions of Dollars)
Common
stock Accumulated
shares Additional other
outstanding  Common paid-in Earnings comprehensive
(a) stock capital reinvested loss Total
March 31, 2015..........oeeerere e 667,713 7% 9,480 % 6,860 3% (2,311) $ 14,036
Common stock issued .....ocovveerssiinmsrermsrensenseas 1,801 57 57
Stock-based compensation...........coveeiviininiineninn. 27 27
INEt 1085 . vviivvvrrsrrrerrarsrrnsrrarrrsmsararsersssesssssonsasnnnessss (757) (757)
Dividends and dividend equivalents..................... (249) (249)
Distribution of PPL Energy Supply {Note 8) ........ (3,200} 24) (3,224)
Other comprehensive income (108S) .ovvererrnineenss 51 51
June 30,2015 .. 669,514 7% 9,564 § 2,654 § (2,284) § 95,941
December 31, 2014..........cccniiiiinncccinenninnnens 665,849 7% 0433 3 6,462 $ (2,274) $ 13,628
Common 5tock issued.........ccovervverrsrinereesniisrenans 3,665 111 111
Stock-based compensation...........cocnmvinnnanecsenns 20 20
NEL 0SS ciiiiiriiiiiieisiiseeeecereeese e s s snsesssesesesesanans (110) (110)
Dividends and dividend equivalents.......cccoveeeeeen. (498) (498)
Distribution of PPL Energy Supply (Note §) ........ (3,200 24 (3,224)
Other comprehensive income (1088) .....ocieiieaicinns 14 14
June 30,2015 ... 669,514 73 9,564 § 2,654 % (2,284) § 9,941
March 31,2014 ... 631,417 6 3 8352 § 5788 % (1,429) $ 12,717
Common stock issued..........corearmeseesiinniinn. 32,601 1 997 998
Stock-based cOmpPensation..........covnnnsirneeesecneens 9 9
Net iNCOME...cviieicicrecrer s rersrsres e e s e rssnsans 229 220
Dividends and dividend equivalents........ccocverenns (249) (249)
Other comprehensive income (1055) ..ovcniiiiiiinneens 31 31
June 30, 2014 ... s 664,018 7 % 9,358 § 5,768 3% (1,398) $ 13,735
December 31, 2013....... ..., 630,321 6 $ 8316 $ 5709 3% (1,565) § 12,466
Common stock issued...........c.cocvveserncnamerseneenannan 33,697 1 1,027 . 1,028
Stock-based cOMpPeRSation.....cceceesinscasnscenereceecens 15 13
NEL INCOME.....coviicemicrnrrrnrrsrrnsessesssesrsasmssnsasassses 545 545
Dividends and dividend equivalents........ccoceernenns (486) (486)
Other comprehensive income (1088) ....ovveveieeeiennnes 167 167
June 30,2004 ... 664,018 § 7 3% 2,358 § 5,768 % (1,398) $ 13,735

(a) Shares in thousands. Each share entitles the holder to one vote an any guestion presented at any shareowners' meeting.

The accompanying Notes 10 Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Operating REVENUES...........ccovveeereeeiirrcre st se e e scseensssessesnea $ 476 449 § 1,106 $ 1,041
Operating Expenses
Operation
Energy purchases.. ..o e e e e s 138 114 365 303
Energy purchases from affiliate........ccccvvrirvnenrevnverinsinssrnsneerersvssesenes 5 21 14 48
Other operation and Maintenance........c.cceovrmsreicesereisness e 140 135 273 269
DEPreCiation ... cisiisssisisisssestsmes s st smsseensnens 52 45 103 90
Taxes, other than INCOME ... s s sssst s 25 23 60 55
Total Operating EXPEnses .........coccenvereeerrrnssnnessssssesssssssnsssssssnassnses 360 338 815 765
Operating INCOIMNE ................cooe e s s s s sn e e s sna s 116 111 291 276
Other Income (BXPense) - NEt......ccuievercneseerceseeceeceseeaeecsvesesscsvevessnsses 2 1 4 3
Interest EXPENSE ..o.urveeiriniie et sners e s e ses e e sn e senaansanes 33 29 64 58
Income Before Income Taxes.............oveocvrverrsrrrrmssesesnsssmsssressseseenes 85 83 231 221
INCOME TAXES ..o et cee e rrsas bbb e s 36 31 95 84
Net INCOME () ..o cerevsseraresnenearanessseseasnasasarenssasssasansannes $ 49 52 % 136 $ 137

(a) Net income approximates comprehensive income.

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

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

Cash Flows from Operating Activities

LT 1Ty 1T 3OS S U EO USROS

Adjustments to reconcile net income to net cash provided by operating activities
DEPIECIAION .ceveeeiececncceeecsetsasr e seentsnns s e sats st sane st s mes e s s smsssesemssssamssesanis
AMOTHZAON oot st s s s s s et s
Defined benefit plans - EXPENSE ...
Deferred income taxes and investment tax Credits........ccverreeernresrercnesseseessens

Change in current assets and current liabilities

ACCOUNLS TECEIVADIE ..evveves e rreereeseessee e res e it s sa s v e sete st e st e s e enbavemrnnsnrenn
Accounts PAYAbIE ... e s
UNDILlEd TEVETIUES. .....cvvvevveressesseessreesersrsrasssersessessserssarerersssressassrens sesssessestssssasens
Prepayments ...ttt e e s
Taxes PAYADIE......e e s s
BT e crccrrr e et reee e e ae s s e e en b et s b s s pe e e e penea b e beenneemnan

Other operating activities

Defined benefit plans - funding........cevemieesssciniiniisi e
OENET @SSELS ..eoeeuirrsimcanamesisnsesresetenssssn st s s s s st sasse st st saabembesaanece ss e et ecrraenvassaseressanen

Cash Flows from Investing Activities

Expenditures for property, plant and equipment ............ccoveervrereemessseresssssessereresnns
Expenditures for intangible aSSELS .......cvvurmmererersrersrerereenerererereriesanssssssmssesssssssnsnas
Net (increase) decrease in notes receivable from affiliates ......vovveeeveeereenees S
Other investing aCtVILIES ......ccorerrrerrsessessrerreeseirss st sesns s eestssese s ressaras

Net cash provided by (used in) investing activities.......ocovecnsmrereenrrecernvarerennnnes

Cash Flows from Financing Activities

Issuance of long-term debt ...t e st ar e
Retirement of long-term debt ..o erese e s ess e se e s raraesseneseas
Contributions from PATENL .......cccvvvrecrireesrrt s see e sas s st eme e e vasssstesrsnsetons
Payment of common stock dividends to parent........c.eceeeeiinirsressseeenenerrssssrenrarens
Net increase (decrease) in Short-term debt ... o eeeeioro e ervesreerresreees

Other financing activities

Net cash provided by (used in) financing activities ........ccceveeeereseeeecvvurerrsnnens

Net Increase (Decrease) in Cash and Cash Equivalents...........cccoooeeeveceeercennne
Cash and Cash Equivalents at Beginning of Period.......c.cooveeceereiniiercreesseseererenennn.
Cash and Cash Equivalents at End of PETiod........ccoovvvvvvevevvrrncesisesssssssmssesesresieressnssenes

Six Months Ended
June 30,
2015 2014

136 $ 137

103 90

14 9

8 11

39 44
(6 amn
24 (80)
(93) (33

25 34
(80) (40)

(55) 8

22 2
(33) (19

(2) 5
22 (3)

76 148
(480) (436)
&) (22)

150

2 13
(483) (295)

206
(10)

160 93
(107} (87)
168 (20)
(3)

221 271

(186) 124

214 25

28 § 149

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

PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Miflions of Dollars, shares in thousands)

June 30, December 31,
2015 2014
Assets
Current Assets
Cash and cash eqUIVAIENLS .....ieceerieeeseseesssnnresessssies e vesessesessesesessesesemssssnsamsasess $ 28 § 214
Accounts receivable (less reserve: 2015, $16; 2014, $17)
ClISOIMIET v tretesiracereastessnstsssra s arberassmastesnnsnes e srsasessnsssessesnessesnssrerasartesssstensssnsssasnass 343 312
L@ 11 1T ST OO RO 21 44
UNBILIEA TEYEIUES .......cveeinciersissssesaesassesssssssrssasessnsasmsrasassssnsssnsssnsssssnsasassnasasssssussans 88 113
Materials and SUPPLES ..ot ittt ss st s e et e sh bbb 37 43
= 02 01 1 90 10
Deferred INCOME TAXES v..vvrrrerieenierrresissisessnsrsnsssssssrssssrssssssrssssrsrssssssssssnssssmssesssssassens 93 58
RESUIALOTY BSSBLS ...everrreerserrreranssrnrsrrerrseracssresenesessars sasssnssansssrsssnsssasssassnassssssssnssssens 10 12
OHhEL CUITENT BSSELS.....ccseorerrerrarescrrsresesresesscssranssassnenssrssoness sesenssasssssasssssasasssssassmnsras 10 13
TOtAl CUITENT ASSELS ..cuvrvererereeimerereecereverrasiessesasseseesestestsaesesnsanaseseesenssnsssassnssnssnan 720 819
Property, Plant and Equipment
Regulated utility plant...........oeceensnersinssissnsssssesssssrsstsssrscssssesssssssemssestessssssessmesnens 8,331 7,589
Less: accumulated depreciation - regulated ntility plant.......ccoeeoeecoiciecrrennrenns 2,582 2,517
Regulated vtility plant, NEt.........o..oi e e srnssaesasesasanssanen 5,749 3,072
Construction WOIK il PrOZIESS....ccccvreeerereercrrrceecirs s rresesseresessmsrssesss st sesassssenansans 475 738
Property, Plant and EQUIDIMENL, NEL .....cveeeeeireirecmrienisinrcnirsinicrisesesercsnseevresirsersssessans 6,224 5,810
Other Noncurrent Assets
ReZUIALOTY @SSBES et e sses e sn e e st s sr e e sr s pssn sban b b eabanen 946 897
INtANZIDIES .ot s et 239 235
Other NONCUITENT ASSELS.......cocirirerieie e rece s nseessrssessnsrsssnssssseesssssessssssnsesassresassinssenss 42 24
Total Other NONCUITENE ASSELS ...ovvveeerrermcerseenrassassaresesssnsanssssnssssssensanssssnsssssevessestras 1,227 1,156
TOtAL ASSEES ...ocuciiriiensiteteeesieieeceme e ceetvmes e ve e vessnneravesssssnsseresevssaransberssevassssentarentes $ 8,171 §$ 7,785

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

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

June 30, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
SRHOPEELITL AEDE ....vveececsrrsireri v ssresssessesssssssssrss e sssssessasasssassssessrsssssssnsssvevsvavasnsneneaes $ 168
Long term debt diue Within One YEar ... rsce s esssaesssssessssssnonses w0 3 100
ACCOUNLS PAYABIE ... c.ececrecteieieti bt e et se st be b e sbsba b n e se s as bbb s saana b e ssas 308 325
Accounts payable to affiliates. ... ..oervueececemvire et e 81 70
TEKES e cuteeriecreereeaseeneemeenceemneamaesmeestessmes sessseasemsesmtebbsbbsetbe e es shen b an e nsne e sabambennss sben 30 85
417 ] N 34 34
Regulatory HabiliiEs. ... resrrerreserersrersarsnrssnsnssressseressssseessssnsssssasssssasersessssesasssesssanns 110 76
Other current HaDIIIHES .....occcii e e eciec i insssssiscs et crsbs e ssrasas s snbs s sabs b sabse st saensens 82 103
Total Current Liabilities. . ...ceceiiieriiireiresriesaesssmscaneeieseesenssesssemssessssassestassssasssssasas 913 793
Long-term DEDbL........ccouiiiiivmisiiisiiss s s ssssssassssssesssssesssssssssssasssssssnsa e ssssseessssness 2,503 2,502
Deferred Credits and Other Noncurrent Liabilities
Deferred INCOME fAXES «....ovirrveierres e i rsssses e s s ssns s ssbe st e e sas bt as b s am b be e e e nre 1,553 1,483
Accrued pension obligations.............ccerecrccrienreninnsesecirresessssesesessne s eseesssesvassereves 147 212
Regulatory liabiliIes... ..o miumeiseciniieniscssssiiiintesineninseteseseeeneecsceasscrerrsrsrsasassarssnens 26 18
Other deferred credits and noncurrent [iabilities......ooeceeverreenvrescemescenneerccensneesennens 76 60
Total Deferred Credits and Other Noncurrent Liabilities .....ceeecvreevrerescsrsveresscsrensas 1,802 1,773
Commitments and Contingent Liabilities (Notes 6 and 10)
Equity
Common stock - N0 Par Valie (@)...oeuececcreereereeserireronesasssresesmssmesssessnsessseenssssasssnans 364 364
Additional paid-in capital .......cccciiiiie s sttt e 1,810 1,603
Earnings reiNVesSted......c.civiviniincriiiismrene e sesssesesesessesessssssssesssesssssnse sessssessssssaneas 779 750
TOtAl EQUILY .oovviiiiisisiniie ettt e e e esessassesnesas s naesassesnssassasnssns seenssnssessnsmssns 2,953 2,717
Total Liabilities and EQUILY ........co et sentsie e et eervarsssrnins $ 8,171 $ 7,785

(a) 170,000 shares autherized; 66,368 shares issued and outstanding at June 30, 2015 and December 31, 2014.

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

ppl10g_6-15 Final As Filed.docx Confidential 13



CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Millions af Doliars)
Common
stock
shares Additional
outstanding Common paid-in Earnings
(a) stock capital reinvested Total
March 31, 2015..........cre e erass: 66,368 $ 364 $ 1,653 § 793 % 2,310
NEL INCOMIE .vivveeevereevererereseersersnerssernesnseseesseessess s evarsenens 49 49
Capital contributions from PPL (b)......cccoeeeeicinnianencan. 157 157
Dividends declared on common stocK......comieiennnnnns (63) (63)
June 30, 2005.......o e 66,368 $ 364 § 1,810 § 779 § 2,953
December 31,2014 ... 66,368 $ 364 § 1,603 $ 750 $ 2,717
INELINCOME ...ovvririerrieserssese i s eas s astssssssssssanies 136 136
Capital contributions from PPL (b)...ccoociiiiiiiieccianae 207 207
Dividends declared on common stock ..o eeieeieeeecn. (107) (107)
JUne 30, 2005 ... e 66,368 $ 364 $ 1,810 $ 779 § 2,953
March 31, 2014d............ et 66,368 § 364 $ 1405 % 698 % 2,467
NEL INCOME |....ovvvervrarrerserrsrsssssrssssernsareressrsssnersesssresssssasns 52 52
Capital contributions from PPL .......ccovceenrevereenesrvenrarene 30 30
Dividends declared on common StOCK ...cuoeeeeieeeeeesvrevsren. (55) {55)
June 30, 200d............oireecceeree e e 66,368 $ 364 $ 1435 § 695 $ 2,494
December 31, 2013 ...t 66,368 $ 364 § 1,340 $ 645 $ 2,349
NEL INCOME . ..evvvecrerrrrrrersararsressssrerensrarasessrsssansarerassnssssens 137 137
Capital contributions from PPL......cccoeruieeveveerrcceneceenns 95 95
Dividends declared on common Stock .....ceeeceeeveerncesennan. (87) {87)
June 30,2004 ..., 66,368 $ 364 $ 1435 $ 695 § 2,494

{a) Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
(b) Includes non-cash contributions of $47 million.

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Operating Revenues " Cetteiebesssssesresesessessssiessestastetessarenenessreenes $ 714 § 722 % 1,613 % 1,656
Operating Expenses
Operation
FUEL .ottt e e s e s ane 214 231 467 508
ENCIEY PUICHASES ...veevecrereeresesensessarersessasensassesensesseseneessesmnsessesernensansaes 28 36 120 160
Other operation and MAINLENANCE. ... couecicimircsisimissisi s 214 206 423 412
DEPIECIALION ..t ccereetiniee st et st s e sssssanesssasa st sama e sasanassssa st eaba st e 94 87 189 173
Taxes, OtHer than INCOME. .....cueee.coveveeee e e eemceeeseeesseebonseessess s esasssnes 15 13 29 26
Total Operating EXPemises .c...ocvee i iieeerersacsnssenssssssssesesnesesssssasasssssasesas 565 573 1,228 1,279
Operating INCOMIE ...........c..cocvvvnreininrnrs e s ssssssnrrs st srss e sessasssasseas 149 149 385 377
Other Income (EXPENSE) - NBL.......coceerecrcersnenerersccsnrsrsssrnsssnssesnsssnsnsassens 1) (2) (2) {4)
Interest EXPEnSe .ouiiiisisiir ittt it ssss st e emt s e ecr s e e 42 41 84 83
Interest Expense with Affiliate ..........ccovvvverevcennnmeniconerionmrsescssassesanenn: 1 1
Income Before Income TaxXes........ooeerinincceicciinniciisnsnentenc e seeeneens 105 106 298 290
INCOME TAXES...ccocerrmesimsririsssissiins s sssssssas s sens voa e bans sest st st sent et ane e ene oo 45 41 121 110
Net INCOMIE.........ouvmriinssnisssissis st s eb s ereetse st eee e s e rraens $ 60 $ 65 § 177 § 180

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
{Mitlions of Dollars)
Three Menths Ended Six Menths Ended
June 30. June 30,
2015 2014 2015 2014
INEL IDICOIMIE .c..veeveeerrerseeesesnssssnesmrecrsnsessesssnseaseeseeassesentaessbsessssessssesssaesssssnssne $ 60 § 65 § 177 § 180
Other comprehensive income (loss):
Amounts arising during the period - gains {Josses), net of tax (expense)
benefit:
Defined benefit plans:
Net actuarial loss, net of tax of $5, $1, $5, §1 8 ) (8) @
Reclassification to net income - (gains) losses, net of tax expense
(benefit):
Equity investees' other comprehensive (income) loss, net of
tax of $0, $0, $1, $0 (1) (N
Defined benefit plans:
Prior service costs, net of tax of $0, $0, $0, $0 1 1
Net actuarial loss, net of tax of (§1), $0, ($1), $0 1
Total other comprehensive income (105S) ........cocvvverivreiiieririiresrserrereessresnes 7 2) (7 (€))]
Comprehensive iNCOME..............coeeieie it s eseasssesssesssssssess D 53 % 63 $ 170 $ 177

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

LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities

IN L ITUCOITIC <o eeeeeeee e cceeteasassssssatassasasssssentesaasssarerersessarsssresessrtannssarerarersieissststessssmtasasncnens

Adjustments to reconcile net income to net cash provided by operating activities

DIEPIECIALION cvveereresrseeresr s s cs st s e s s bR e b b e b
AINOTHZAUON ..vvveverererirrrerrrsressessnesssesssessrasensssrsssessssssssssssssssssnn TR
Defined benefit plans - BXPEISE .ot e
Deferred income taxes and investment taX Credits .o e cececeeceeeieverrenes e s rssresersnns

Change in current assets and current liabilities

AcCCOUNLS TECEIVADIE ....curree e s st s s s s e n b rn s e s
ACCOUNLS PAYADIE ...eevevivir et e e st it s a sttt v b e v nesat e Rt srE e
Accounts payable t0 affiliates ...
UNDIlIEQ TEVEIIUES. ... vrrueerniuriresesesaniniise e riserseasscastnst sassme et mamean e eamneameseererararapsmestessssnansssass
Fuel, materials and SUPPHES ...ooveciimiieee v venrnese snseersrsronesaenasbssinsms s sismens
Income tax receiVable ...t s b s
Taxes PAYADIE.....cocece e e s e s e s
OHRET .. ettt b e e e e et prreres s b e an R e s

Other operating activities

Defined benefit plans - fUnding ..o ioncccnien e e s
OHhEr ASSEIS ....eeerie ettt st s rr s st e aat a2 b s e ms e emem e e mmmtparraneas st s aaasm e e bt aas

Other liabilities..................

Net cash provided by operating aCtVIHIES ..o e

Cash Flows from Investing Activities

Expenditures for property, plant and equipment ..........cvevceimssssimin s
Net (increase} decrease in notes receivable from affiliates .....cecvveeeceveieeeeiiesvcrmvrereereeeenns
Other INVeSting ACHVILIES ...eveeririse it e s et ere s e sme s sasms s

Net cash provided by (used in) investing aCHVILIES. .......cccceveerervvcerierrerereresesncsnssasesenes

Cash Flows from Financing Activities

Net increase (decrease) in notes payable with affiliates .........ccccveiveeeseeseesiisseseseseeeeeeerreeses

Net increase (decrease) in short-term debt
Distributions t0 MEMbBEr...........cccoirmrrrrrrrn e e s e e

Contributions from MEMDEE ....c.oveeireeceecrierc ettt ersar e e e re s s s e sra e smsas snsmsam s
Net cash provided by (used in) financing activities .......ccvceveeeineececverenicrriescssnsnrssesnseeecs

Net Increase (Decrease) in Cash and Cash Equivalents.............................ocovvceimicncencans
Cash and Cash Equivalents at Beginning of Period.........ccccoveeceernmescennerce e cecvc e ececenns
Cash and Cash Equivalents at End of Period..........ovvccncrenmmncnnsrsn s rsesaseenssnsssssensenaas

Six Months Ended June 30,
2015 2014
$ 177 §$ 180
189 173
12 12
21 12
145 149
23 1
13 (22)
10 (5)
(2)
12 27
54 43
136 (2)
23 (10)
30 1
(63) (40)
7 2
(26) 2
703 517
(630) (556)
54
4
(626) (502)
18
(14) 75
{109) (221)
20 119
(85) (27
(8) (12)
21 35

13 3

23

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

ppl10g_6-15 Final As Filed.docx Confidential 17



CONDENSED CONSOLIDATED BALANCE SHEETS
LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
{Miilions of Dellars)

June 30, December 31,
2015 2014
Assets
Current Assets
Cash and cash equivalents ............. SSUSUVROISIUVUUURVIR 13 3% 21
Accounts receivable (less reserve: 2015 $23 2014 $25)
L0 T:110 ) 11 (U P SN 216 231
L1151 o SURP PP 18 18
UNDIlled TEVENUES ..uvevevevecrserseearsmsssessesreesmessesssssessssensesssararsnsassasesans st sansansassasassesasosns 155 167
Fuel, materials and supplies......cccmiiniinisiisienn i s sesssresassssie s 249 311
Prepayments... ... 32 28
INCOME tAKES TECRIVADIE . .ccciieeeectenstimeetessmrer e eesstesssbesssnarssnemssressenerasssssassensesstasss 136
Deferred iNCOME tAXES ..c.ccvieee ettt i e crnrssrnnrsssersrensrsnerssansssnssarmnsssns s resssass sabs 42 16
REUIAIOIY ASSBLS ..oeceeceeeccccercrreermrerrer e p e v sr s sr s n s et sr s e san s st e s e seent 24 25
ODET CUITENT A5SETS. . eeericererseesnersrerarsnerssssssanessanessnsarasesasasssssssssnssesssrssmseraseasessransrss 7 3
TOLA] CUITENE ASSBES ...veveeneeresrsesisisisssssssssassesmsenesnestosntnssnssmsssssnssssanssssesssosssstasstes 756 956
Property, Plant and Equipment
Regulated Utility plant....... ..ot estssan e e e e e e rarapssaness 11,349 10,014
Less: accumulated depreciation - regulated utility plant.........cccvevevvnrvesninnns 1,040 1,069
Regulated utility plant, Net......iniiies s sssssasss st seeses 10,309 8,945
Construction WOTK 1Nl PIOBIESS ...vvveimiricistimssrsiensistessssseesssnesssisssssssssssssssprenssnines 723 1,559
Property, Plant and EQUipment, NEL ... iiiinnenneneeesamresssnrssnranssessnssnsssssnsesss 11,034 10,504
Other Noncurrent Assets
REZUIAIOIY ASSELS ....evererc et s e e sercr e s seasran et san s snsme s sepenenstasrasrans 623 665
GOOAWILL ... tcrtcrre e s erstrr e rrrrerrsarssssraassssnsaan b ne s e st s e srmecameenmesnsesnnnstsebte 996 996
Other INANGIDIES......cccererieicre e ree s rsnesesnssesas s sans et sme e e vmssersaranereuraaseresssssess 148 174
OthEr NONCUITEIIL ASSEIS. ......creveerrerrerrsesssessaessersssssassssesssssesssesssesssersssanessaesssesasessaassns 91 101
Total Other NODCUITENT ASSELS teeivirrecrrrrereeresitarsesssesesssssssseemteeeeecoeeeesmresasanssesns 1,858 1,936
TOLAL ASSELS ... ecenertverse st st s se s s e scesme st e besaraabesassnsbesassnsbesasbnsi s sEa et e $ 13,648 § 13,396

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

LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Mitlions of Dollars)

Liabilities and Equity

Current Liabilities
ShOrt-term debl ..cc et s b s s
Long-term debt due within One Year.........coereniisiiecceienneesene e snesresasevsnsres
Notes payable with affiliates........cininn .
ACCOUNLS PAYADIE....veeerere e i bbb s s e
Accounts payable t0 affiliates.....ouiiiiiiiiii s
CUSIOMIET JEPOSIES..cvrereeesreeneescssiissbsbise b ccve e nen b it e e sesamasec e reaesunsnsasans

Price risk management Habilities v
Price risk management liabilities with affiliates ........ccocvevnrennmrcmrs s sscnnnicssiae
Regnlatory Habilities.. ... ssssssmsisanssssins s srssnass
Y £ U U R

Long-term Debt ...t e s e rae s e s

Deferred Credits and Other Noncurrent Liabilities
Deferred INCOME tAXES ........cvcccenerrrrereresssssesssseesssesssessssrssranrsnesmnessesseeseensasstessssssese
Investment taX CrEMilS ......v..eicerreererrerreseesseersresssesnaeessrsarrsnessnresersaresnassanssnsase sasesaes
Accrued pension OblIZAtIONS. ... .ciiesiniinssrne e s s smee e sne e e sanassnsan s s es
Asset retirement ObLIZAIONS ...o.vceviiririe st s e ran e e s e
Regulatory Habiles. . ....cvceirirrsinni st rs s sene e st s san st sa s e
Price risk management liabilities .....ueecioeececece e
Other deferred credits and noncurrent liabilities..........coeeieiicensenicecnereereee e rerreens

Commitments and Contingent Liabhilities (Notes 6 and 10)
MeEmMBET'S @QUILY ..ot et et e e s

Total Liabilities and Equity

June 30, December 31,
2015 2014

561 % 375
900 900
59 41
346 399
8 2
52 52
59 36
5 5
46 66
27 15
24 23
113 131
2,200 2,245
3,667 3,667
1,406 1,241
129 131
274 305
437 274
951 974
40 43
215 268
3,452 3,236
4,329 4,248
13,648 % 13,396

The accompanying Noles te Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries

{(Unaudited)
(Millions of Dollars}

Member's
Equity

IMALCH 31, ZOU5......c e vreeera s reeeseseat st st eaeasasasasetatasasaaane e et s ettt aesentat st £ omas4mne s enas st ssscssanassassesersasrenentnea $ 4,342
INEE TICOIMIE. c...stcieieicttsstis e te s e s st sessesssessans s se st e serars e asesbsmrasnsansasersnsnessesesabesabesarasssbesassssberasareranasaesansnrase 60
Contributions fTOM MEIMDEL. ... ..cociiiiiiccreirieesieetiec e ss e s trss e sstesmsestsesenaseanseassssssssanasasasssasassansaseansbansena e s snssnanes 20
DIStIIDULIONS 0 THBIMDET ..evirrereiaresr e srree e e se ettt e rm e e re e em e nedbass bab e amb e bs b eme s ea b b remh et ecremea e eaean (86)
Other comprehensive INCOME (JOSS). ... v ruerrereriiiie ettt it s rva e sasreeereesae e bsbsnerater e enieba st saeeseatas s ataecacetsebensasses (7
JUIE 30, 2005.......coeceeeerertees ettt sans et st a et e st er s s ae s v e e e e n e e e ne e R e R e e e RS e Rae e e Een e e Rt b e e ens 3 4,329
0 T 10 11y 3 R ) $ 4,248
INEL INCOIMIE ... ceereeerceereeeseesseecssenreraenrsmmasneseaesnseressssesreanresrerasesasssussvasesnesrereseesesssessseesstansssnan eaasssmeesses sasssnssameeneans 177
Contributions fTOM MEIMDET. ... oot ce e ce s e sesicre st e s e s s s et esamonaa s eeameaanseseansesnseenraseans 20
DIStITDULONS 10 MIEIIIBET «.oieirecieeeiiee it estreectreessaessbssessesssbssssssssmbasssbennsns sabbestesetmeeenstsenbaarasen semseersnsssnsnsareserarnens (109)
Other comprehensive INCOME (JOSS). . i viirre ettt it ecceee e seeapeaecaoescerrrs s vs e retrres st e asssssaersanssssnssrerssersers €]
JUIE B0, 2005 ...t e ety et e s e e e s Trr e T e e reTa e s R TR e sae e ras TR e SR et AR reR e raraREaann 3 4,329
MArch 31, 2004........ ettt ettt s e msene st sare s s ne e et e b e S eE R b PR SRR bR R R e e s eben b ea bbb eabarbnas b 4,200
INEE IICOIMIE .. et ittt et e re e rat e s et e e err e e e rreeee T vaRTFeer s eres s arsessesnesbete b e s E s b aR e nana e sasasssanannass 65
Contributions fTOM MEINDBET..........cooi et st st s sreme s se s s s sssas s sesmems e smesms e smesms e vassnssnsnsanssns 79
DiStribULIONS 10 MEIMBET «...c.cervcee e ercerisesssensesssessstsas sesstsassssnsssssssmsams sesassms sesassnssesasssssesassnsbessssssrnsnessesssmsasasns (117)
Other comprehensive iNCOME (JOSS)....v uiceinirieesesrisinsisrissecssssssmtttam e se e eenesserasssnonssressneresssrsesssessessessnersrassssas (2)
JURE B0, 2OLA e e e et st e eme e r e vane s e ne e e e e s AT EvA R e R ReRE SR RRE SRR rara Rt e renaaenen 3 4,225
DecembBer 31, 2013 ...ttt is e sttt ea e s s as st e anne st st e e e nimnr s s esasasastatasate | D 4,150
INEL IMCOIMIE .. . e et ssr s st e st e st sr s sessbs st s b eh et e em e b enme s rrrs e vmnereenere e aronss e area e Ramearantaaba s same e semrac on 180
Contributions frOM MEIMDET. ...ttt et et ere e remesrvressr e sesresserasasesaraseserasesaasas st smen e sameneeraesnens 119
DisStribUtioNs 10 MEMDBET ..ovviiiiisiiiiiititii e re e s sre s enssesse s esas s sssabesassasesssbeeseessanenssesssevssasansasats (221)
Other comprehensive IMCOME (L08S)...c.cviremiieirrmrerrrrss s e rsss s sssassesssnsnssesasssnssrensseressenssssnssesisbasins 3)
JUIE B0, 20D ... et e et st e v r e eas e st e s e pas AR st eRR AR neemeans e emerRe e sseen sesatsa nes $ 4,225

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

Louisville Gas and Electric Company
(Unaudited)
(Mittions of Dollars)

Operating Revenues

Retail and wholesale ... .ottt
Electric revenue from affiliate.........ccovmeemeeveeeciieere s scrvcr e seeesvesnresans
Total Operating RevenUEs .......ccoceiermerinme et eseeeie st eanemse s

Operating Expenses
Operation

FUEL .t
Energy purchases ...
Energy purchases from affiliate ........ccccvvevcrnninrcreneninenisnnecsecnnns
Other operation and MAINLENANCE. ...ccoeeverecrrrenccrceaserseaersaresemsenasssanas
DIEPIECIALION ... enreaceereeststeseesesiesesasstens sovsssneaasassnesassesmesnssssmesnssssnsnnns
Taxes, other than INCOME.........ccciireinnnnnene ettt s s emeeneas
Total Operating EXPENSES .........cocvvevrremsrcemrecerrrsesressrarasrssessaserssnesnsasassnas
Operating INCOME ..o e rsrcree s e s st sese e senesssesesnan s
Other Income (EXpense} - Net ... icenveee e s s saesenssens
INtErest EXPENSE.. oottt e stree st sms et b e e am e e aamn
Income Before Income Taxes............ccoveerermeencreresreereessensaesessssesasnsnssens

INICOMMIE TAXES . ...vitieeceieeeeeeveeersreses e reessaerseeraressrmessnbessrasssbanamanennsne erne

(a) Net income equals comprehensive income.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
323 % 320 § 740 $ 762
8 24 30 61
331 344 770 823
82 104 185 221
23 29 111 147
5 2 8 8
103 94 199 192
40 39 82 77
7 7 14 13
260 275 599 658
71 69 171 165
(8] 1) 2 3)
13 12 26 24
57 56 143 138
22 21 55 51
35 3 35 % 88 % 87

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

Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities

INEL ITICOINIE «.eviieeereeresiiseasrareeesrersrrssnrrrssessasmmnmnaseeessasaasttssessssssassssasessssssnsassasnesnsasssnrsssasssssrnnnes

Adjustments to reconcile net income to net cash provided by operating activities

DEPIECTALION ... vreeecereresserssisssssrnssssssessssnsresessesresasartssassserenasassrsemssses ssesses mhnsmseeemsamsstna

Amortization ..............

Defined benefit plans - EXPEMSE ... s e e e snssensses e
Deferred income taxes and investment faX CIEAItS . ...uvuvreerrssssceremrsesrsnrrrerrsisssssisssrerees

Change in current assets and current liabilities

ACCOUNTS TECEIVADIE «....o.vieiieinincciccieessecseins s esssesatssstssnss st e sanass e sssssnannssars sessansssnsnen
Accounts receivable from affIlIAtes........c.cooeeie e ieeeeeceecessres e ssssss s sasasseenans
Accounts payable ... e
Accounts payable 10 affIHAIES .......cccccvricinii
UDDILlEd TEVEIUES. .....co.eecveeeericerererereecenesaestesssaastarasesanssnsasnessnsesesasasssesestessessrnnsvnneensean
Fuel, materials and SUPPLES .....c.covvecmeriiericcie s s
Income tax reCeIVADBIE ..o e s e e e a s ana s araas
TaXes PAYADIE ..ot et b st
OBEE ..oeeicecirs e s ins s e s s e ses s ses e e s b sr e e sassaraasasanasanR A R eRa bRaR bR e A e en s aes seeRbbesanastns

Other operating activities

Defined benefit plans - fUNAINE......ccvoceeeeereee s s st e s ssnmenes
OHHEL ASSEES . .eveeceeecmr e rmremrcsmrsmrresarsee s e e sarsan e sasssasese s sn s sarsenerarennensaressrsassansesossennen
Other Habilities...cv i st senessssesissnsnsssasssss

Net cash provided by operating activities .......coeeceeireninieninie e

Cash Flows from Investing Activities

Expenditures for property, plant and eqUIPIMENL .......cccvineninmcrieccnniinicse e ens
Net cash provided by (used in) investing activities........cceerenmcrceciniiincieiensinancsens

Cash Flows from Financing Activities

Net increase (decrease) in short-term debt ... v ersesees
Payment of common stock dividends 0 PATENt........cvvveeireerircsrscsscsesnererreresessassnsessassesenees
Contributions fTOIM PATENL ....o.eceu ittt it sase st st st s st b e eceeneane e
Net cash provided by (used in) financing activities .......ccooverecrenrnssrerensnecsessesnsenns

Net Increase (Decrease) in Cash and Cash Equivalents..........ccoceooevenrcneiiincieeccennnnn.
Cash and Cash Equivalents at Beginning of Period.........ccvevvveeeseeevescvevsessereisisnnesssserees
Cash and Cash Equivalents at End of Period......ecoeveeeveeeeceenne e cecncereseee et vessserenesnns

Six Months Ended June 30,

2015 2014
88 $ 87
82 77

6 6

8 5
58 20
24 ()
13 3)
7 (17)
(12) (3)
CY) @

9 19
51 44
74 (5)
9 2
(2) 4
(25) (10
12 (1
(L)) @
389 203
(349) (249)
(349) (249)
(5) 50
(58) (60)
20 53
(43) 43
3 (3)
10 8

$ 7 % 5

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

Louisville Gas and Electric Company
(Unaudited)

(Millions of Dollars, shares in thousands)

June 30, December 31,
2015 2014
Assets
Current Assets
Cash and cash eqQUIVAIEDLS .........coveeeeecerirresesissesee s seses e rerssssssasasssassssssasses $ 7 % 10
Accounts receivable (less reserve: 2015, $1; 2014, §2)
0011410 o OO UUU P UUPRN 94 107
L1 11 o OO SRS 10 11
Unbilled TEVEMUES ....ccveeveeecreinsserss et e ssasan s sssssss sssssssssssac st sesmcsesanssnssns 67 76
Accounts receivable from affiliates ... 16 23
Fuel, materials and SUPPHES........cmvrererrrmisrssssmnneincimm s sy 103 162
PrODAYIMENLS...cecercererrmreereesee e sse s as s st st st bt st sbs b s bbb ba s soabbe bbbttt sspanestons 8 8
Income taxes reCeiVable . ...u ittt st e 74
Deferred INCOME tAXES .......occocmiimiimiininiii sttt ess s s se s s saean 17
Regulatory @SSELS ccovvmirmms ettt it e s siss s s b s bbb s sb st e s e s en 10 21
OHhEr CUITENIE ASSEES..euervvrevissereeresssersassssse st sserass seresrnsntarersersrsseresssererssevasstessissesassss 3 1
TOtal CUITENE ASSELS cuverrriereircrertsersesessessnsssssssrsasasssasasssssesssssasssssasssnssssssasssssrorsinss 335 493
Property, Plant and Equipment
Regulated utility plant..........coceecieiiiminiineci st sttt s e 4,565 4,031
Less: accumulated depreciation - regulated utility plant........iciennn 353 456
Regulated ntility plant, Nel.......ieioinccein e e 4,212 3,575
Construction WOrk in PrOgress et ses st ecmssssenanes s ssssesussrns 331 676
Property, Plant and Equipment, NEt ... s s 4,543 4,251
Other Noncurrent Assets
REBUIALOIY ASSELS ..cceececeiieiceirenri st ae s e sa e s sase st rnrs s 370 397
GOOAWILL .ttt ceeeee e s s e st e g s e s et b s s bbb n e nens 389 389
OLher INtANGIDIES. .....cvevveriirrs s e s s bt ba s et sassnenesns 85 57
OLher NONCUITENE ASSEES.varvuiurereicarssressiussssssiecerstineesantesteseeseaneasasasnre et eceerarraresssssnans 23 35
Total Other NONCUITENL ASSELS .evuiverseiessesesussesmseissmreniasinnmssssss s sacssssiasssssseemssneses 867 018
TOLAT ASBEES .1evviviiveveicieiiiiiiisae oo e rtesearseserrsrrrasasrass s ar e sas s e b e e ba s e b e e neba R sa et aneasentassan $ 5745 § 5,662

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

Louisville Gas and Electric Company
(Unaudited)
{Millions of Dollars, shares in thousands)

June 30, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
ShOTt-term AeBL.....cvrvreseeerearrrsesstesieminestn e ercrrsresrtessersesseressseresassssssssassssnsensssensesass $ 259 264
Long-term debt due within ONe YEar.........cireerrvcernrssmsnnicrrrrmrseesesseseseessscssesans 250 250
ACCOUNLS PAYADIE ......vececeiriercrereeesererersesenessssessssssnsesssasssasasstenssassssessasssassssssesessses 210 240
Accounts payable to affilIAES .. ...uwieire e e et 16 20
CuStOmEr dePOSilS....ccconirirnseirmiirn it sb e s ae s 25 25
KBS vieverieicereseeessasssasneesessaessaesnaesasesase e sabas s se st ensssase saba sameanssrmmesmaesmsresssestesntnibens 28 19
Price risk management LHabilities ......o.ecveererersereseeneeerinnarecneeinn e resaesans s asssenses 5 5
Price risk management liabilities with affiliates.......c.cccoevvvivsrnrvensernenreniireeeseens 23 a3
Regulatory [IabilIties........cccerrimsmrimsisriirsterees s se e sssesaressssnnns 15 10
b 1= £ U URUU RO SO 6 6
Other cUrrent HABIHES .........eeceeeceeereeererererseeeee s er st crar s et e ees e essbeestesnansanes 41 42
Total Current Liabilities..........coceereerrersserremrrssersiaraesinesrnesreesserssssssssessssssnssssssessesaees 878 014
Long-term DeDBt........oorominismrirsseseosienerneeesneees s sreves s s vt in i e sa s sarasssassrssase seenses 1,103 1,103
Deferred Credits and Other Noncurrent Liabilities
Deferred iNCOME LAXES ..cvvveiireirieiresrereresssserseressssesssieessnessateseistesnrssssnmeessnmesnsssnseasssssnns 777 700
INVESHTENE tAX CTEAILS «o.veeveeeeicreeereearenssnesssesssersesteesstsssteenssresssesnseeesnreseessesssesntsnnerasens 35 36
Accrued pension obligations..... i s 36 57
Asset retirement OblIZALIONS ..ot s 109 66
RegulAtory LADIIIIES cuereerersrersreceieniusiinniine e e e enscesae e e s e sra st essnareesasnsaresasarsans iesnsn 446 458
Price risk management Habilities ... ...t 40 43
Other deferred credits and noncurrent Habilities.........cccccccvenncvecerceneereeresrescereeenneee 97 111
Total Deferred Credits and Other Noncurrent LIabilities .........ccoveveevversvesreverssnseines 1,540 1,471
Commitments and Contingent Liabilities (Notes 6 and 10)
Stockholder's Equity
Common $tock - N0 Par YAlUE (2) ..o e e s s s sneassnssesaresesssis 424 424
Additional paid-in CAPILAL .......eeesereericerermsrnsirecaessie s s essrsssesssssssssssassiaresesens 1,541 1,521
EBarnings reinveStea........c.ciciieieieeiernres e essseaesssssessssresssssessssstsnsssssasssssassessasssssssesn 259 229
TOtAl EQUILY ...coevveerrernisiesvensssssosisn s sssssst st sae s s amese e e ames e sn s e samssnessasssssess 2,224 2,174
Total Liabilities and EQUELY .........c..cocciineceiiiicieieeie e eeenenssssesesnssssnstssennes 3 5,745 5,662
(a) 75,000 shares authorized; 21,294 shares issued and outstanding at June 30, 2015 and December 31, 2014,
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY

Louisville Gas and Electric Company
(Unaudited)
(Millions of Doliars)

March 31, 2015.........covirvervnrrrreesrersnrrrerreassrresrrssassseennens
INEE ANCOIMIE . ctete e cvesee e e cbs e beterree s tmeeenbesnreseeseseabe oas
Capital contributions from LKE ....ccccevrerrmreresrernreinenninns
Cash dividends declared on common Stock .....cceceveeerereenn,
JUne 30, 2015 e e

December 31, 2014 .........oocooeveeeerrenrsrerrsserersesnrssessensnines
Ja LS R 14T ) 11 S U
Capital contributions from LKE .........ccccecvvrrrrerressssecnserens
Cash dividends declared on common StOCK......ecveerveerernens
June 30, 2015 ... e s e st e e seenes

March 31, 2004d.............coccoorrer v eere e seesen e
NEL INICOME ....veeereeersrerererrinecsrntssnessre s ssrsesaressnsessnsearanesssasns
Capital contributions from LKE ..........cccceimennccincnnicnnnnne
Cash dividends declared on common stock.......cccceerineene
June 30,2004 ... s
December 31, 2013.........coociiiir et
RS 1 TeT) 1 o1 T USRS
Capital contributions from LKE .......co.eervevmesesreccvrnirinnnne.
Cash dividends declared on common stock.........coveeeeeeen,
JUNE B0, 2004 .........ooveeerevrerreeerees v s rresrereesneraesnsenssneneeres

Common
stock
shares Additional
outstanding Common paid-in Earnings

(a) stock capital reinvested Total
21,294 424 % 1,521 § 259 § 2,204
35 35
20 20
(35) (35)
21,294 424 § 1541 § 259 $ 2224
21,294 424 % 1,521 § 229 $ 2,174
83 88
20 20
(58) (58)
21,294 424 $ 1,541 §$ 259 § 2,224
21,294 424 $ 1,364 $ 197 § 1,985
35 35
53 53
{33) (33)
21,294 424 $ 1,417 § 199 § 2,040
21,294 424 $ 1,364 % 172 % 1,960
87 87
53 53
(60) (60)
21,294 424 % 1417 $ 199 $ 2,040

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

The accompanying Notes 1o Condensed Financial Staternents are an integral part of the financial statements.
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CONDENSED STATEMENTS OF INCOME

Kentucky Utilities Company
(Unaudited)
{Millions of Dollars)

Operating Revennes

Retail and Wholesale.......iiiieereeeisen e iy sas s s
Electric revenue from affiliale . ..o viiceeeseemnesnesinrrssne s cess e ssereeeeereses
Total Operating Revenues ... s secsisnssasssnsesaes

Operating Expenses
Operation

FEL ..ottt s st e r et e rer s sene v e rs s ae e e e e smae et ee s ae e na e nanas
ENergy purchases ......occcceeccrrimiimnnnessiissss s cenenenes
Energy purchases from affiliate .........ccccvvvecrnnnnnnnnnncccinasssee e
Other operation and MAINENANCE. .......ccvceervrereeeceneeessernesssssanesssenanss
DEPreciation .. rrersrssesessssesres s s sass st e saenens
Taxes, other than INCOME. ... veerireciineiresisssseeesteem e sreeesmmseseeesssneans
Total Operating EXPenses ... e

Operating INCOMLE ..............ccoeeevcerrreraresrerisss s esersstessesnssnssssmsassaseses
Other Income (EXPense) - et ..o s s s eaenens
INtErest EXPENSE ...cccvece v re e esnsssi s sisssssa e s s s et s mamsa e sns s emens

Income Before Income Taxes......coecerevererseieecnns

TNCOME TaAXES.cccvmririeiiisiinsisinisiiserereresressrerssssessseessnsesaressineesstnsssasesssnesans
Net INCOME () ..uvvreieiiereriisrirsicieeeeeieee e e rrsaesessessrssrassessesressssssessserssenses

(a) Net income approximates comprehensive income,

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements,
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Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
$ 391 % 402 $ 873 $ 894
5 2 8 8
396 404 881 902
132 127 282 287
5 7 9 13
8 24 30 61
109 107 213 205
54 47 107 95
8 6 15 13
316 318 656 674
80 86 225 228
2 1
19 20 38 39
63 66 188 189
24 26 71 72
$ 39 $ 40 $ 117 § 117




CONDENSED STATEMENTS OF CASH FLOWS

Kentucky Utilities Company
_ (Unaudited}
. (Millions of Dollars)

Six Months Ended June 30,

2015 2014
Cash Flows from Operating Activities
NEL IICOTIE ......vvrevevirrresrersesessectrasasestessasestansasassassasess osbasess sasmasssssmessneensnserssnsssetesssessensansssan $ 117 § 117
Adjustments to reconcile net income to net cash provided by operating activities
B TS0 LT L) o O OO PO VU 107 85
AMOTHZAION ...oiiiitiiciiieiirii ittt st st sos b e s e e sr e e ennsnsans 4 4
Defined benefit plans - EXPEISE ....c.ccoevermerrnrrnennitenrs st e e seesneses 6 2
Deferred income taxes and investment tax Credits .......ccvveiececen s neee s 84 89
BT «eoiteiietc s e b st se e ean s raRe s b Re b e R e e eR e e £a b e b e s Sdaa b 1E S b es st s e e naran ) 5
Change in current assets and current liabilities
ACCOUNTS TECEIVADIE .......veerererrersrersrererissmsesssssassnsesesssessssss seasasessnssssennnrassrnesirsssrsssasssnsssnse (20)
ACCOUNES PAYADIE ...ttt e e et e s 27 10
Accounts payable 10 affIliates ... vrvr s a1 13
Unbilled TEVENUES.....cccceerririrerr sttt ssssss s st e e e se s st e na s s 3 8
Fuel, materials and SUPPHES ..o e 3 (1)
INCOME tAX FECEIVADIE .....ieviiieieiticieier e e e s e as s es s s sassrn et s s r e s e rrsnras 60 (24)
Taxes payable 14 (19)
0 1 5= OO TP )] 16
Other operating activities
Defined benefit plans - fUNding........covceinmiinc i e eeeeas 19) (3)
OHRET ASSELS w.cveieeeeiine e rrisre s s reese e e sste s satame s st st st s ab e oo s e e me e eab e b e st e r e R e saE b sa e eraennan s (1) (1)
Other HADIIEES ... .ccceoeerecreaeirsisessississsssns st s sesess s sresms s s sra e eresnans et sesbe b eremeneens (24) 6
Net cash provided by operating aCtivities .......verrsererrmriererererererirsenesniereireresesarasasnsssns 360 297
Cash Flows from Investing Activities
Expenditures for property, plant and equipment ...........c.ccoverieimrrsvsrmressnnnns s (279) (305)
Other INVESHNE ACHVILIES ....ecvvsee ittt it et et ce e sas e sassae e srsae s e sra s s aa bbb 4
Net cash provided by (used in) investing activities........coeverreemsemreencsicienniseriereesesermnnnens (275} (305)
Cash Flows from Financing Activities
Net increase (decrease) in Short-term debt ... e e eae s s 9) 25
Payment of common stock dividends to Parent........covvieeeienreennnncrinees i e seseee e (81) (86)
Contributions from PATENL .......covrrrierrrce e et s s ssss e e b e sans s eanase 66
Net cash provided by (used in) financing activities ..o (90) 5
Net Increase {Decrease) in Cash and Cash Equivalents..............ccoceovviniminniesveceesseeseesenacs (5) (3)
Cash and Cash Equivalents at Beginning of Period.........cceeveiinssensenceccenennccs s eseeneneneeees 11 21
Cash and Cash Equivalents at End of Period.....ccceeevevorirmvneririiirsmsissessnsnniss e seescscssases $ 6 % 18

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

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30, December 31,
2015 2014
Assets
Current Assets
Cash and cash eqQUIVAIBILS ......cos ittt sarssasas s $ 6 & 11
Accounts receivable (less reserve: 2015, $2; 2014, $2)
CUSTOIMIET .. veeveerseereesaesseeseersmrssnessseserseeesssasssarestessssrsssresssasesnnesnessesssantssnsesassans 122 124
011 0T PO TSSOSO PO P 7 6
UNDILEd TEVENUES ....eveeceeveeeeeeesversvesssesasesssessesseesnesnessresrasesassssassssssssssssnsesssssnessneerare 88 91
Fuel, materials and supplies.......ocoveirecereerrevrrrnisinennssssisissessssssssesee s serrssse s sess 146 149
PrEpaYMENLS. ..c..coiieeiite st e e s et e 12 10
Income tAXes TECeIVABIE.........vcceere e cecee s e e se s e et a e s asas e eens 60
Deferred INCOME tAXES ....ccvevuiireerrreeraesesssesesersserissiieesaeesaesrassreesseassressessterssasassnassns 20 2
REGUIALOTY BSSELS 1uvvsresirirmeerrreisessessiss i smssssstta e b s se s sr s ra b e R b e e b bt e sbebt s 14 4
OHhEr CUITENE ASSELS. .. .orovvverevsseerssiersisesetteteseeeesseerrrerssssessassesssessssamstasenneesrssssnsssastsase 4 2
Total Current ASSets ...vcevvviieeseens e eetrrestetesesfeseesesteserssnseseseaneeestanttetnatetetatestsaeran 419 459
Property, Plant and Equipment
Regulated Btility Plant.........cccomirriri it em e srenens 6,780 5,971
Less: accumulated depreciation - regulated utility plant........omeescirscnersesnns 683 611
Regulated utility plant, Det......c i errsrereraressessssssssssssmeceecaseesssssnesnrssisnes 6,095 5,366
Construction WOrk in PIOZIESS ....ccccccemrrrrrrsraresnercrssararssssscsseseresaerssrsssraresasssnassieses 390 880
- Property, Plant and EQUIPIMEDt, D8L .....ccivcariiereceerecencrssesessssssssnsssssassssssinssresssnssesens 6,485 6,246
' Other Noncurrent Assets
RegUIAtOTY GSSEES oueireicrreeeecre ettt e et n 253 268
GOOAWILL ..o veeecrereeeceerenrremresiasrssrerane e sms e e sbesee e var b e sne s e e e s e e s se s e b sbea e sreennvanarasane 607 607
Other INtAnGIbIES........cvee e et 63 7
Other NOTICUITENT ASSEES....c.crviierisrrreistrratnissseressrsesnrresressssessstnssssesetessansesasnsssssssasssn 57 58
Total Other NONCUITENE ASSELS --cocvvre-rerrrererssssssssnsnsssssetssesreessasssersrrirratesas sassaseseses 980 1,010
TOLAL ASSELS ....ceeieieiinnieceeeees et et e e e saes s s s s s re s e e s e e aab s b e e neersesbeas $ 7884 % 7,715

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

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars, shares in thousands)

June 30, December 31,
2015 2014
Liabilities and Equity
Current Liabilities
SHOTTETIIE AEDL .. ovvereeceereeesessesssesesersseseeeeaee e s seseeruesesasarsessesaanss sasesssssestaesaseesesranese $ 227 % 236
Long-term debt due within one year............ccocimnni e 250 250
Accounts Payable.......coevir e 124 141
Accounts payable to affiliates........ccicimmininn e 36 47
CUSIOMET JEPOSIES .. vrreereriireiisieesieseisie st et re e s s b s s e e s r s raseennes 27 27
G T OO 28 14
Price risk management liabilities with affiliates..........cccoevceneninnmnnnincinccinienne, 23 33
Regulatory Habilities........ccooeiinimiiminimsssiii s s vssssessssesessssssssse s 12 5
11 (7 OO S RUT 12 11
Other current Habilities .........cciiniiceicrireese e e se st s s s sresasnss e 42 41
Total Current LIabilites........coivevrrriercreerresesseesinimeesatiosiceseseesrsnsrasersasrasassassasessseie 781 805
Long-term DIEDL.........ccioiiiiirirrverrrsrereressesssasaesssessescscenccerssmorsarsreresssssssssenesassiein 1,841 1,841
Deferred Credits and Other Nonrcurrent Liabilities
Deferred INCOME AXES ...c.vcvierrieeerenirrasssesemerenrsssssesessnesessnssssessameesssmmssssassresssssess 987 884
Investment tax CTEAILS ......cccerveriinmisrisir e st seaseer e s are s s e eme s smsems e e sba s 94 95
Accrued pension obligations. ... 43 59
Asset retirement ObHZALONS .....ovcieiiiirirciireires et seess e s 328 208
Regulatory HabIlItES .....cceeeeesierererrrssesmeseseseesssssasrsrs s ssmrs smssmsssssssecanasnins 505 516
Other deferred credits and noncurrent Habilities. ..o veeenreisessnesessnneeeecicsisins 64 101
Total Deferred Credits and Other Noncurrent Liabilities ......vcvereeverersvenenrencicrrnenns 2,021 1,863
Commitments and Contingent Liabilities (Notes 6 and 10)
Stockholder's Equity
Common stock - N0 par Vale (@).......covieciniin i snassseres 308 308
Additional paid-in capital ..o e 2,596 2,596
Accumulated other comprehensive income (JOSS) .vovviviiicnicnicnerrs e {1)
Earnings 1einvested ... uciiiic e maen s e e e ans 338 302
TOtAl EQUILY cviitiseeeee et st e esset e s e s b b 3,241 3,206
Total Liabilities and EQUILY ............c.ococcrrimiieenietercceseeressnesrsises s ssessssesessasessens $ 7,884 $ 7,715

(2) 80,000 shares authorized, 37,818 shares issued and outstanding at June 30, 2015 and December 31, 2014.

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

(Unaudited)
(Millions of Dollars)
Common Accumulated
stock other
shares Additional comprehensive
outstanding Common  paid-in Earnings income
(a) stock capital reinvested (loss) Total
March 31, 2015.........oomreeeerieereeeiecsrerens 37,818 $ 308 $ 2,596 $ 350 $ (1) $ 3,253
Net INCOME....coveeere e creeeeenvesersresreenrenres 39 39
Cash dividends declared on common stock (31) (51)
June 30, 2015.........veeeeeeeee s 37,818 § 308 §$ 2,596 % 338 § (1) $ 3,241
December 31,2014 .................ccccoveereieenes 37818 §$ 308 % 2,596 % 302 % $ 3,206
NEt INCOME. ..vverveirrnresrresrerersiernessreresreesreres 117 117
Cash dividends declared on commeon stock (81) (81)
Other comprehensive income (loss)............ (N )]
June 30, 2015..........neereeee e 37,818 § 308 § 2,596 § 338 $ (1) $ 3,241
March 31,2014..............orererrrreenee e, 37.818 $ 308 % 2545 § 270 § $ 3,123
Net INCOME. ....oceeeeeersisii e eces e 40 40
Capital contributions from LKE.................. 26 26
Cash dividends declared on common stock (49) (49)
June 30,2014 ... 37,818 $ 308 § 2,571 § 261 $ $ 3,140
December 31,2013 ............cooevicenverceinnnns 37,818 % 308 $ 2,505 § 230 §$ 1 §$ 3,044
Net INCOME....oueviirereressassesmsisesssinsessremsssrrsres 117 117
Capital contributions from LKE ........ccceane. 66 66
Cash dividends declared on common stock (86) (86)
Other comprehensive income (loss)............ (1) (1)
June 30,2014 ..............cooovrier e 37,818 § 308 $ 2,571 $ 261 §$ $ 3,140

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

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

1. Interim Financial Statements
{All Registrants)

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

The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim
financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do not include
all of the information and footnote disclosures required by GAAP for complete financial statements, In the opinion of
management, all adjustments considered necessary for a fair presentation in accordance with GAAP are reflected in the
condensed financial statements. All adjustments are of a normal recurring nature, except as otherwise disclosed. Each
Registrant's Balance Sheet at December 31, 2014 is derived from that Registrant's 2014 andited Balance Sheet. The financial
statements and notes thereto should be read in conjunction with the financial statements and notes contained in each
Registrant's 2014 Form 10-K. The results of operations for the three and six months ended June 30, 2015 are not necessarily
indicative of the results to be expected for the full year ending December 31, 2015 or other future periods, because results for
interim periods can be disproportionately influenced by various factors, developments and seasonal variations.

The classification of certain prior period amounts has been changed to conform to the presentation in the June 30, 2015
financial statements.

(PPL)

"Income (Loss) from Discontinued Operations (net of income taxes)" on the Statements of Income includes the activities of
PPL Energy Supply, substantially representing PPL's Supply segment, which was spun off and distributed to PPL
shareowners on June 1, 2015, PPL Energy Supply's assets and liabilities have been reclassified on the Balance Sheet at
December 31, 2014 to assets and liabilities of discontinued operations. The assets and liabilities were distributed and
removed from PPL's Balance Sheets in the second quarter of 2015, In addition, the Statements of Cash Flows separately
report the cash flows of the discontinued operations. See Note 8 for additional information,

2. Summary of Significant Accounting Policies
(All Registrants)

The following accounting policy disclosures represent updates to Note 1 to each indicated Registrant's 2014 Form 10-K and
should be read in conjunction with those disclosures,

Accounts Receivable (PPL and PPL Electric)

In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts
receivable from 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
purchased accounts receivable are initially recorded at fair value using a market approach based on the purchase price paid
and are classified as Level 2 in the fair value hierarchy, During the three and six months ended June 30, 2015, PPL Electric
purchased $276 million and $607 million of accounts receivable from unaffiliated third parties and $53 million and $146
million from PPL EnergyPlus, During the three and six months ended June 30, 2014, PPL Electric purchased $253 million
and $614 million of accounts receivable from unaffiliated third parties and $79 million and $184 million from PPL
EnergyPlus. PPL Electric's purchases from PPL EnergyPlus for the three and six months ended June 30, 2015 include
purchases throngh May 31, 2015, which is the period during which PPL Electric and PPL EnergyPlus were affiliated entities.
As a result of the June 1, 2015 spinoff of PPL Energy Supply and creation 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 31, 2015 are purchases from an unaffiliated third party.
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Depreciation (PPL)

Effective January 1, 2015, after completing a review of the useful lives of its distribution network assets, WPD extended the
weighted average useful lives of these assets to 69 years from 55 years. For the three and six months ended Jupe 30, 2015,
this change in useful lives resulted in lower depreciation of $22 miltion ($17 million after-tax or $0.03 per share) and $42
million ($33 million after-tax or $0.05 per share).

New Accounting Guidance Adopted (All Registrants)

Reporting of Discontinued QOperations

Effective January 1, 2013, the Registrants prospectively adopted accounting guidance that changes the criteria for
determining what should be classified as a discentinued operation and the related presentation and disclosure requirements.
A discontinued operation may include a component of an entity or a group of components of an entity, or a business activity.
A disposal of a component of an entity or a group of components of an entity is required to be reported in discontinued
operations if the disposal represents a strategic shift that has (or will have) a major effect on the entity's operations and
financial results when any of the following occurs: (1) The components of an entity or group of components of an entity
meets the criteria to be classified as held for sale, (2) The component of an entity or group of components of an entity is
disposed of by sale, or (3) The component of an entity or group of components of an entity is disposed of other than by sale
(for example, by abandonment or in a distribution to owners in a spinoff).

As a result of the spinoff on June 1, 2015, PPL Energy Supply has been reported as a discontinued operation under the new
discontinued operations guidance. See Note 8 for additional information.

3. Segment and Related Information
(PPL}
See Note 2 in PPL's 2014 Form 10-K for a discussion of reportabie segments and related information,

On June 1, 2015, PPL completed the spinoff of PPL Energy Supply, which substantially represented PPL's Supply segment.
As a result of this transaction, PPL no longer has a Supply segment. See Note 8 for additional information.

Financial data for the segments and reconciliation to PPL's consolidated results for the periods ended June 30 are:

Three Months Six Months
2015 2014 2015 2014
Income Statement Data
Revenues from external customers
U.K. Regulated $ 587 % 672 % 1,284 § 1,320
Kentucky Regutated 714 722 1,613 1,656
Pennsylvania Regulated 476 448 [,106 1,039
Corporate and Other 4 7 8 12
Total $ 1,781 % 1849 % 4011 % 4,027
Net Income (loss)
U K. Regulated (a) $ 190 3 187 % 565 3% 393
Kentucky Regulated 47 58 156 165
Pennsylvania Regulated 49 52 136 137
Corporate and Other (b) {36) 67 (55) (76)
Discontinued Operations (¢) (1,007 {1 (912) (74)
Total $ (757) 3 229 8 (a1l $ 345
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June 30, December 31,

2015 2014
Balance Sheet Data
Assets
U.K. Regulated $ 15973 § 16,005
Kentucky Regulated 13,314 13,062
Pennsylvania Regulated 8,171 7,785
Corporate and Other (d) 786 1,095
Discontinued Operations (c) 10,917
Total assets 3 38244 % 48.864

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

(b) 2015 includes transition costs to prepare the new Talen Energy organization for the June 1, 2015 spinoff and reconfigure the remaining PPL Services
functions, See Note 8 for additional information.

(c) See Note 8 for additional information.

(d) Primarily consists of unallocated items, including cash, PP&E and the elimination of inter-segment transactions.

4. Earnings Per Share

(PPL)

Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of
common shares outstanding during the applicable peried. Diluted EPS is computed by dividing income available to PPL
commen shareowners by the weighted-average number of common shares outstanding, increased by incremental shares that
would be outstanding if potentially dilutive non-participating securities were converted to common shares as calculated using
the Treasury Stock Method or the If-Converted Method, as applicable. Incremental non-participating securities that have a
dilutive impact are detailed in the table below.

Reconciliations of the amounts of income and shares of PPL common stock (in thousands) for the periods ended June 30 used
in the EPS calculation are:

Three Months Six Months
2015 2014 2015 2014
Income (Numerator)
Income from continuing operations after income taxes 3 250 % 230 % 802 % 619
Less amounts allocated to patticipating securities 1 1 2 3
Income from continuing operations after income taxes available to PPL
common shareowners - Basic 249 229 800 616
Plus interest charges {net of tax) related to Equity Units (a) 9
Income from continuing operations after income taxes available to PPL
common shareowners - Diluted 3 249 % 229§ 800 § 625
Income (loss) from discontinued operations (net of income taxes) available
to PPL common shareowners - Basic and Diluted $ (1,007 $ n 3 912} $ {74)
Net income (loss) 3 757h % 229 § (110y % 545
Less amounts allocated to participating securities 1 1 2 3
Net income (loss) available to PPL commeon shareowners - Basic (758) 228 (112) 542
Plus interest charges (net of tax) related to Equity Units (a) 9
Net income (loss) available to PPL common shareowners - Diluted $ (758) $ 228 5 (112) § 551
Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS 668,415 653,132 667,698 642,002
Add incremental non-participating securities:
Share-based payment awards 2,871 2,100 2,315 1,806
Equity Units (a) 10,560 21,119
Weighted-average shares - Diluted EPS 671,286 665,792 670,013 664,927
Basic EPS
Available to PPL common shareowners:
Income from continuing operations after income taxes $ 037 § 035 % 120 % 096
Income (loss) from discontinued operations (net of income taxes) (1.50) (1.37 0.12)
Net Income (Loss} Available to PPL common shareowners 3 (1.13) % 035 § 0.17) § 0.84
Diluted EPS
Available to PPL common shareowners:
Income from continuing operations after income taxes 3 037 % 034 3§ 119 % 0.94
Income (loss) from discentinued operations (net of income taxes) (1.50) (1.36) (0.11)
Net Income (Loss) Available to PPL commen shareowners $ (1.13) $ 034 % 017 $ (.83
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(a) In 2014, the If-Converted Method was applied to the Equity Units prior to the March 2014 settlement.

For the periods ended June 30, PPL issued commen stock related to stock-based compensation plans as follows (in
thousands):

Three Months Six Months
2015 2014 2015 2014
Stock-based compensation plans (2) 992 922 2,437 2,018
DRIP 424 843

(2} Includes stock options exercised, vesting of performance units, vesting of restricted stock and restricted stock units and conversion of stock units
granted to directors.

For the periods ended June 30, the following shares (in thousands) were excluded from the computations of diluted EPS
because the effect would have been antidilutive.

Three Months Six Months
2015 2014 2015 2014
Stock options 348 790 1,085 2,060
Performance units 1 73 1
Restricted stock units 61
5. Income Taxes
Reconciliations of income taxes for the periods ended June 30 are:
(PPL)
Three Months Six Months
2015 2014 2015 2014
Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rate - 35% $ 112§ 139§ 382 3 333
Increase (decrease) due to:
State income taxes, net of federal income tax benefit 9 3 29 16
Valuation allowance adjustments (a) 5 46 g 46
Impact of lower U.K. income tax rates (36) K€1) (98) (76)
U.S. income tax on foreign earnings - net of foreign tax credit {b) 10 (1} 21
Federal and state tax reserve adjustments (c) (12) (1) (12) (1
Intercompany interest on UK. financing entities 3) (4))] (11) 3)
Other Y 1 (&) (3
Total increase (decrease) 41 27 (94
Total income taxes $ 71 3 166 % 288 3% 333

(a) Asaresult of the spinoff announcement, PPL recorded deferred income tax expense during the three and six months ended June 30, 2014 to adjust
valuation allowances on deferred tax assets primarily for state net operating loss carryforwards that were previously supported by the earnings of PPL
Energy Supply. See Note 8 for additional information on the spinoff,

(b} During the three and six months ended June 30, 2015, PPL recorded lower income tax expense-due to a decrease in taxable dividends,

(c) During the three and six months ended June 30, 2015, PPL recorded a tax benefit to adjust the settled refund amount approved by Joint Committee of
Taxation for the open audit years 1998-2011.

(PPL Electric)

Three Months Six Months
2015 2014 2015 2014

Federal income tax on Income Before Income Taxes at statutory
tax rate - 35% 3 30 % 29 3 81 § 77
Increase (decrease) due to:

State income taxes, net of federal income tax benefit 4 4 14 12
Federal and state tax reserve adjustments 2 (1) 2 (1)
Depreciation not normalized n ) 2) (3
Other 1 Iy

Total increase (decrease) 6 2 14 7

Total income taxes 3 6 3 31 3 95 3 84
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(LKE)

Three Months Six Months
2015 2014 2015 2014
Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rate - 35% $ 373 37 % 104 % 102
Increase (decrease) due to:
State income taxes, net of federal income tax benefit 4 4 11 10
Valuation allowance adjustment (a) 5 8
Other )] (2) (2)
Total increase (decrease) 8 4 17 8
Total income taxes $ 45 3 4 3 121 8§ 110

(2) Represents a valuation allowance against tax credits expiring in 2016 and 2017 that are more likely than not to expire before being utilized.

{(LG&E)
Three Months Six Months
2015 2014 2015 2014
Federal income tax on Income Before Income Taxes at statutory
tax rate - 35% $ 20 % 20 8 50 3% 48
Increase (decrease) due to;
State income taxes, net of federal income tax benefit 2 2 5 5
Other (1) 2)
Total increase (decrease) 2 1 5 3
Total income taxes $ 22 3 21 38 55 $ 51
(KU)
Three Months Six Months
2015 2014 2015 2014
Federal income tax on Income Before Income Taxes at statutory
tax rate - 35% 3 22 % 23 5 66 3 66
Increase (decrease) due to;
State income taxes, net of federal income tax benefit 2 2 7 7
Other 1 (2) (1)
Total increase (decrease) 2 3 5 6
Total income taxes 3 24 3 26 3 71 3 72

Unrecognized Tax Benefits (PPL)

Changes to unrecognized tax benefits for the perieds ended June 30 were as follows.

Three Months Six Months
2015 2014 2015 2014
PPL
Beginning of period b} 20 5 2 % 20 3% 22
Additions based on tax positions of prior years 1 1
Reductions based on tax positions of prier years 2) 2)
Settlements (15) (15)
End of peried $ 5 8 21§ 5 5 21
Other (PPL)

In February 2015, PPL. and the IRS Appeals division reached a settlement on the amount of PPL's refund from its open audits
for the years 1998 - 2011. In April 2015, PPL was notified that the Joint Committee on Taxation approved PPL's settlement.
In the second quarter of 2015, PPL recorded a tax benefit of $23 million, which includes an estimate of interest on the refund.
Of this amount, $11 million is reflected in continuing operations. Final determination of interest on the refund is still pending
from the IRS.
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6. Utility Rate Regulation

(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility
operations.
PPL PPL Electric
June 30, December 31, June 30, December 31,
2015 2014 2015 2014
Current Regulatory Assets:
Environmental cost recovery 3 16 5
Gas supply clause 1 15
Transmission service charge 7 6 7 3% 6
Other 10 11 3 6
Total current regulatory assets (a) 3 34 37 3 12
Noncurrent Regulatory Assets:
Defined benefit plans $ 745 720 417 § 372
Taxes recoverable through future rates 319 316 319 316
Storm costs 108 124 38 46
Unamortized loss on debt 74 77 46 49
Interest rate swaps 98 122
Accumulated cost of removal of utility plant 125 114 125 114
AROs 91 79
Other 9 10 1
Total noncurrent regulatory assets 3 1,569 1,562 945 $ 897
Curmrent Regulatory Liabilities:
Generation supply charge 5 31 28 31 % 28
Demand side management 12 2
Gas supply clause 9 6
Transmission formula rate 66 42 66 42
Storm damage expense 10 3 10 3
Other 9 10 3 3
Total current regulatory liabilities 3 137 91 110 % 76
Noncurrent Regulatory Liabilities:
Accumulated cost of removal of utility plant 3 693 693
Coal contracts (b) 38 59
Power purchase agreement - OVEC (b) 88 92
Net deferred tax assets 24 26
Act 129 compliance rider 26 18 20 $ 18
Defined benefit plans 21 16
Interest rate swaps 84 84
Other 3 4
Total noncurrent regulatory liabilities $ 977 992 26_ 3 18
LKE LG&E KU
June 30, December 31, June 30, December 31, June 30, December 31,
2015 2014 2015 2014
Current Reguiatory Assets:
Environmental cost recovery $ 16 5 % 9 % 4 7 3 1
Gas supply clause 1 15 1 15
Fuel adjustment clause 4 2 2
Other 7 1 7 1
Total current regulatory assets $ 24 25 3 10 % 21 14 3 4
Noncurrent Regulatory Assets:
Defined benefit plans $ 328 348 8 203§ 215 125 % 133
Storm costs ] T0 78 39 43 31 35
Unamortized loss on debt 28 28 18 18 10 10
Interest rate swaps 98 122 75 89 23 33
AROs 91 79 33 28 58 51
Other 8 10 2 4 6 6
Total noncurrent regulatory assets $ 623 665 % 30 % 397 253 % 263
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LKE LG&E KU

June 30, December 31, June 30, December 31, June 30, December 31,
2015 2014 2015 2014 2015 2014
Current Regulatory Liabilities:
Demand side management $ 12 3 2 03 5 3 1 3 7 % 1
Gas supply clause 9 6 9 6
Fuel adjustment clause 4 4
Gas Tine tracker 1 3 1 3
Other 1 4 1 4
Total current regulatory liabilities $ 27 3 15 % 15 § 10 § 12 % 5
Noncurrent Regulatory Liabilities:
Accumulated cost of removal
of utility plant $ 693 § 693 § 303 8 302 % 30 % 391
Coal contracts (b) 38 59 16 25 22 34
Power purchase agreement - OVEC (b) 88 92 60 63 28 29
Net deferred tax assets 24 26 23 24 1 2
Defined benefit plans 21 16 21 16
Interest rate swaps 84 84 42 42 42 42
Other 3 4 2 2 1 2
Total noncurrent regulatory liabilities 3 951 % 974 3 446 3 458 % 505 % 516

(a) For PPL, these amounts are included in "Other current assets” on the Balance Sheets.
(b) These liabilities were recorded as offsets to certain intangible assets that were recorded at fair value upon the acquisition of LKE by PPL.

Regulatory Matters
U. K. Activities (PPL)

RIO-ED1

On April 1, 2015, the RIIO-ED1 eight-year price control period commenced for WPD's four DNOs. See "Item 1. Business -
Segment Information - U, K. Regulated Segment" of PPL's 2014 Form 10-K for additional information on RIIQ-ED1.

Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result,
during the first quarter of 2014 WPD increased its liability by $65 million for over-recovery of line losses with a reduction to
"Utility" revenues on the Statement of Income. WPD began refunding the liability to customers on April 1, 2015 and will
continue through March 31, 2019, The liability at June 30, 2015 was $88 million.

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

Rate Case Proceedings

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base rates for LG&E's electric
and gas operations and KU's electric operations. On April 20, 2015, LG&E and KU, and the other parties to the proceeding,
filed a unanimous settlement agreement with the KPSC. The settlement agreement was approved by the KPSC on June 30,
2015. Among other things, the settlement provides for increases in the annual revenue requirements associated with KU base
electricity rates of $125 million and LG&E base gas rates of $7 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 GLT mechanisms. The
settlement agreement provides for deferred recovery of costs associated with Green River Units 3 and 4 through their
retirement. The new regulatory asset will be amortized over three years. The settlement also provides regulatory asset
treatment for the difference between pension expense currently booked in accordance with LG&E and KU's pension
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.

KPSC Landfill Proceedings

On May 22, 2015, LG&E and KU filed an application with the KPSC for a declaratory order that the existing CPCN and
ECR approvals regarding the initial phases of construction and rate recovery of the landfill for management of CCRs at the
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Trimble County Station remain in effect. The current design of the proposed landfill provides for construction in
substantially the same location as originally proposed with approximately the same storage capacity and expected useful life.
On May 20, 2015, the owner of an underground limestone mine filed a complaint with the KPSC requesting it to revoke the
CPCN for the Trimble County landfill and limit recovery of costs for the Ghent Station landfill on the grounds that, as a
result of cost increases, the proposed landfill no longer constitutes the least cost alternative for CCR management. The
KPSC has initiated its own investigation, consolidated the proceedings, and ordered an accelerated procedural schedule.
Although the companies continue to believe that the landfills at the Trimble County and Ghent stations are the least cost
options and the CPCN and prior KPSC determinations provide the necessary regulatory authority to proceed with
construction of the landfill and obtain cost recovery, LG&E and KU are currently unable to predict the ontcome or impact of
the pending proceedings.

Pennsylvania Activities (PPL and PPL Electric)

Act 11 auotherizes the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future test year in
base rate proceedings and, subject to certain conditions, the use of a Distribution System Improvement Charge (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 of significant capital investment to maintain and enhance the reliability of its
delivery system, including the replacement of aging 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
of approximately $167.5 million. The proposal would result in a rate increase of 3.9% on a total bill basis and is expected to
become effective on January 1, 2016. PPL Electric's application includes a request for an authorized return-on-equity of
10.95%. The application is based on a fully projected future test year of January 1, 2016 through December 31, 2016. PPL
Electric cannot predict the outcome of this proceeding.

Distribution System Improvement Charge (DSIC)

On March 31, 2015, PPL Electric filed a petition requesting a waiver of the DSIC cap of 5% of billed revenues and approval
to increase the maximum allowable DSIC from 5% to 7.5% for service rendered after January 1, 2016. PPL Electric filed the
petition concusrently with its 2015 rate case and the Administrative Law Judge granted PPL Electric's request to consolidate
these two proceedings. PPL Electric cannot predict the outcome of this proceeding.

Storm Damage Expense Rider (SDER)

In its December 28, 2012 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 to storm costs
allowed in base rates and refund or recoup any differences from customers, In March 2013, PPL Electric filed its proposed
SDER with the PUC and, as part of that filing, requested recovery of the 2012 qualifying storm costs related to Hurricane
Sandy. PPL Electric proposed that the SDER become effective Janvary 1, 2013 at a zero rate with qualifying storm costs
incurred in 2013 and the 2012 Hurricane Sandy costs included in rates effective January 1, 2014, In April 2014, the PUC
issved a final order approving the SDER with a January 1, 2015 effective date and initially including actual storm costs
compared to collections for December 2013 through November 2014, As a result, PPL Electric reduced its regulatory
liability by $12 million in March 2014. Also, as part of the April 2014 order, PPL Electric was authorized to recover
Hurricane Sandy storm damage costs through the SDER of $29 million over a three-year period beginning Januvary 1, 2015.

On June 20, 2014, the Office of Consumer Advocate (OCA) filed a petition with the Commonwealth Court of Pennsylvania
requesting that the Court reverse and remand the April 2014 order permitting PPL Electric to establish the SDER. This
matter remains pending before the Commonwealth Court. On January 15, 2015, the PUC issued a final order closing an
investigation related to an OCA complaint concerning PPL Electric's October 2014 preliminary SDER calculation and
modified the effective date of the SDER to February 1, 2015.
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Smart Meter Rider (SMR)

Act 129 requires installation of smart meters for new construction, upon the request of consumers and at their cost, or on a
depreciation schedule not exceeding 15 years. Under Act 129, EDCs are able to recover the costs of providing smart
metering technology. All of PPL Electric's metered customers currently have advanced meters installed at their service
locations capable of many of the functions required under Act 129. PPL Electric conducted pilot projects and technical
evaluations of its current advanced metering technology and concluded that the current technology does not meet all of the
requirements of Act 129. PPL Electric recovered the cost of its evaluations through a cost recovery mechanism, the Smart
Meter Rider. In August 2013, PPL Electric filed with the PUC an annual report describing the actions it was taking under its
Smart Meter Plan during 2013 and its planned actions for 2014. PPL Electric also submitted revised SMR charges that
became effective January 1, 2014. In June 2014, PPL Electric filed its final Smart Meter Plan with the PUC. In that plan,
PPL Electric proposes to replace all of its current meters with advanced meters that meet the Act 129 requirements. Full
deployment of the new meters is expected to be complete by the end of 2019, The total cost of the project is estimated to be
approximately $450 million, of which approximately $328 million is expected to be capital. PPL Electric proposes to recover
these costs through the SMR which the PUC previously approved for recovery of such costs. On April 30, 2015, the
Administrative Law Judge assigned by the PUC to review PPL Electric's Smart Meter Plan issued a recommended decision
approving the plan with minor modifications. The recommended decision is subject to final approval by and remains
pending before the PUC.

Federal Matters
FERC Wholesale Formula Rates (PPL, LKE and KU)

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with a subsequent true-up to actual costs, replacing the current formula which
does not include a true-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014, subject to refund. In April 2014, nine municipalities submitted
notices of termination, under the original notice period provisions, to cease taking power under the wholesale requirements
contracts. Such terminations are to be effective in 2019, except in the case of one municipality with a 2017 effective date. In
addition, a tenth municipality has become a transmission-only customer as of June 2015, In July 2014, KU agreed on
settlement terms with the two municipal customers that did not provide termination notices and filed the settlement proposal
with the FERC for its approval. In August 2014, the FERC issued an order on the interim settlement agreement allowing the
proposed rates to become effective pending a final order. If approved, the settlement agreement will resolve the rate case
with respect to these two municipalities, including approval of the formula rate with a true-up provision and authorizing a
return on equity of 10% or the return on equity awarded to other parties in this case, whichever is lower, In July 2015, KU
and the nine terminating municipalities reached a settlement in principle which, subject to FERC approval, would resolve
open matters, including providing for certain refunds, approving the formula rate with a true-up provision, and authorizing a
10.25% return on equity. An unresolved matter with one terminating municipality may be the subject of further negotiations
or proceedings. KU cannot predict the ultimate outcome of these FERC proceedings regarding its wholesale power
agreements with the municipalities, but does not currently anticipate significant remaining refunds beyond amounts already
recorded.

7. Financing Activities

Credit Arrangements and Short-term Debt

(All Registrants)

The Registrants maintain credit facilities to enhance liquidity, provide credit support and provide a backstop to commercial
paper programs. For reporting purposes, on a consolidated basis, the credit facilities and commercial paper programs of PPL
Electric, LKE, LG&E and KU also apply to PPL and the credit facilities and commercial paper programs of LG&E and KU

also apply to LKE. The amounts borrowed below are recorded as "Short-term debt” on the Balance Sheets. The following
credit facilities were in place at:
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June 30, 2015 December 31, 2014
Letters of Letters of
Credit Credit
and and
Commeercial Commercial
Expiration Paper Unused Paper
Date Capacity Borrowed Issued Capacity Borrowed Issued
PPL
LK
WPD plc
Syndicated Credit Facility Dec. 2016 £ 210 £ 130 £ 80 £ 103
WPD (South West)
Syndicated Credit Facility July 2019 245 245
WPD (East Midlands)
Syndicated Credit Facility July 2019 300 112 188 64
WPD (West Midlands)
Syndicated Credit Facility July 2019 300 300
Uncommitted Credit Facilities 63 £ 4 61 £ 5
Total UK. Credit Facilities {(a) £ 1,120 £ 242 £ 4 £ 8§74 £ 167 £ 3
U.S.
PPL Capital Funding
Syndicated Credit Facility July2019 §% 300 $ 300
Syndicated Credit Facility Nov. 2018 300 300
Bilateral Credit Facility Mar, 2016 150 $ 20 130 $ 21
Uncommitted Credit Facility 65 1 64 1
Total PPL Capital Funding Credit Facilities ¥ 815 $ 21 % 794 $ 22
PPL Electric
Syndicated Credit Facility July 2019 § 300 $ 169 § 131 $ 1
LKE
Syndicated Credit Facility (b) Oct. 2018 § 75 3 75 $ 75
LG&E
Syndicated Credit Facility July2019 $ 500 3 259 § 241 $ 264
KU
Syndicated Credit Facility July2019 $ 400 3 227 § 173 3 236
Letter of Credit Facility Oct. 2017 198 198 198
Total KU Credit Facilities $ 598 $ 425 § 173 3 434

{a) WPD plc's amounts borrowed at June 30, 2015 and December 31, 2014 were USD-denominated borrowings of $200 million and $161 million, which
bore interest at 1.89% and 1.86%. WPD (East Midlands) amounts borrowed at June 30, 2015 and December 31, 2014 were GBP-denominated
borrewings which equated to $171 million and $100 million, which bore interest at 1.01% for both periods. At June 30, 2015, the unused capacity
under the U.K. credit facilities was $1.3 billion.

(b) LKE's interest rates on outstanding borrowings at June 30, 2015 and December 31, 2014, were 1.44% and 1.67%.

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

at:
June 30, 2015 December 31, 2014
Weighted - Commercial Weighted - Commercial
Average Paper Unused Average Paper
Interest Rate Capacity Issuances Capacity Interest Rate Issnances
PPL Electric 0.42% 3 300 % 168 132
LG&E 0.49% 350 259 91 0.42% $ 264
KU 0.48% 350 227 123 0.49% 236
Total 3 1,000 % 654 346 $ 500
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{LKE)
See Note 11 for discussion of intercompany borrowings.
(PPL)

At-The-Market Stock Offering Program

In February 2015, PPL entered into two separate equity distribution agreements, pursuant to which PPL may sell, from time
to time, up to an aggregate of $500 million of its common stock. During the three and six months ended June 30, 2015, PPL
issued 421,700 shares of common stock under the program at an average price of $33.73 per share, receiving net proceeds of
$14 million.

Distributions

In May 2015, PPL declared its quarterly common stock dividend, payable July 1, 2015, at 37.25 cents per share (equivalent
to $1.49 per annum). On August 3, 2015, PPL announced that the company is increasing its common stock dividend to 37.75
cents per share on a quarterly basis (equivalent to $1.51 per annum). The increased dividend will be payable on October 1,
2015 to shareowners of record as of September 10, 2015. 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 of a newly formed entity, Holdco, which at closing
owned all of the membership interests of PPL Energy Supply and all of the commeon stock of Talen Energy.

8. Acquisitions, Development and Divestitures

(All Registrants)

The Registrants from time to time evaluate opportunities for potential acquisitions, divestitures and development projects.
Development projects are reexamined based on market conditions and other factors to determine whether to proceed with the
projects, sell, cancel or expand them, execute tolling agreements or pursue other options. Any resulting transactions may
impact future financial results. See Note 8 in the 2014 Form 10-K for additional information,

(PPL)

Discontinued Operations

Spinoff of PPL Energy Supply

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to spin off PPL
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. The transaction was subject to customary closing conditions, including
receipt of regulatory approvals from the NRC, FERC, DOJ and PUC, all of which were received by mid-April 2015. On
April 29, 2015, PPL's Board of Directors declared the June 1, 2015 distribution to PPL's shareowners of record on May 20,
2015 of a newly formed entity, Holdco, which at closing owned all of the membership interests of PPL Energy Supply and all
of the common stock of Talen Energy.

Immediately following the spinoff on June 1, 2015, Holdco merged with a special purpose subsidiary of Talen Energy, with
Holdco continuing as the surviving company to the merger and as a wholly owned subsidiary of Talen Energy and the sole
owner of PPL Energy Supply. Substantially contemporaneouns with the spinoff and merger, RJS Power was contributed by its
owners to become a subsidiary of Talen Energy. PPL shareowners received approximately 0.1249 shares of Talen Energy
common stock for each share of PPL common stock they owned on May 20, 2015. Following completion of these
transactions, PPL shareowners owned 65% of Talen Energy and affiliates of Riverstone owned 35%. The spinoff had no
effect on the number of PPL common shares owned by PPL shareowners or the number of shares of PPL common stock
outstanding. The transaction is intended to be tax-free to PPL and its shareowners for U.S. federal income tax purposes.

PPL has no continuing ownership interest in, control of, or affiliation with Talen Energy and Talen Energy Supply (formerly
PPL Energy Supply).
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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 of the June 1, 2015 spinoff date.

PPL considered several valuation methodologies to derive a fair value estimate of its Supply segment at the spinoff date.
These methodologies included considering the closing "when-issued” Talen Energy market value on June 1, 2015 (the spinoff
date), adjusted for the proportional share of the equity value attributable to the Supply segment, as well as, the valuation
methods consistently used in PPL's goodwill impairment assessments - an income approach using a discounted cash flow
analysis of the Supply segment and an alternative market approach considering market multiples of comparable companies.

Although the market value of Talen Energy approach utilized the most observable inputs of the three approaches, PPL
considered certain limitations of the "when-issued" trading market for the spinoff transaction including the short trading
duration, lack of liquidity in the market and anticipated initial Talen stock ownership base selling pressure, among other
factors, and concluded that these factors limit this input being solely determinative of the fair value of the Supply segment.
As such, PPL also considered the other valuation approaches in estimating the overall fair value, but ultimately assigned the
highest weighting to the Talen Energy market value approach.

The following table summarizes PPL's fair value analysis:

Weighted
Fair Value
Approach Weighting (in billions)
Talen Energy Market Value 50% $ 1.4
Income/Discounted Cash Flow 30% 1.1
Alternative Market (Comparable Company) 20% 0.7
Estimated Fair Value $ 32

A key assumption included in the fair value estimate is the application of a control premium of 25% in the two market
approaches. PPL concluded it was appropriate to apply a control premium in these approaches as the goodwill impairment
testing guidance was followed in determining the estimated fair value of the Supply segment which has historically been a
reporting unit for PPL. This gnidance provides that the market price of an individual security (and thus the market
capitalization of a reporting unit with publically traded equity securities) may not be representative of the fair value of the
reporting unit. This gnidance 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 of a
Company's individual share of stock does not reflect this additional value to a controlling shareholder, Therefore, the quoted
market price need not be the sole measurement basis for determining the fair value, and including a control premium is
appropriate in measuring the fair value of a reporting unit.

In determining the control premium, PPL reviewed premiums received during the last five years in market sales transactions
obtained from observable 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
contro] premium of 25% to be reasonable for both of the market valuation approaches used.

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

Using these methodologies and weightings, PPL determined the estimated fair value of the Supply segment (Classified as
Level 3) was below its carrying value of $4.1 billion and recorded a loss on the spinoff of $879 million, which is reflected in
discontinued operations and is nondeductible for tax purposes. This amount served to reduce the basis of the net assets
accounted for as a dividend at the June 1, 2015 spinoff date.

Costs of Spinoff

Following the announcement of the transaction to form Talen Energy, efforts were initiated to identify the appropriate
staffing for Talen Energy and for PPL and its subsidiaries following completion of the spinoff. Organizational plans were
substantially completed in 2014, The new organizational plans identified the need to resize and restructure the organizations
and as a result, in 2014, estimated charges for employee separation benefits were recorded. See Note 8 in the 2014

Form 10-K for additional information. The separation benefits include cash severance compensation, lump sum COBRA
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reimbursement payments and outplacement services. Most separations and payment of separation benefits are expected to be
completed by the end of 2015. At June 30, 2015 and December 31, 2014, the recorded liabilities related to the separation
benefits were $13 million and $21 million, which are included in "Other current liabilities” on the Balance Sheets.

Additional employee-related costs incurred primarily include accelerated stock-based compensation and pro-rated
performance-based cash incentive and stock-based compensation awards, primarily for PPL Energy Supply employees and
for PPL Services employees who became PPL Energy Supply employees in connection with the transaction. PPL Energy
Supply recognized $24 million of these costs at the spinoff closing date 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 spinoff, PPL does 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 of the spinoff. Stock-based compensation
expense recognized in future pericds will correspond to the unrecognized compensation expense as of the date of the spinoff.
Unrecognized compensation expense as of the date of the spinoff reflects the unamortized balance of the original grant date
fair value of the equity awards held by PPL employees.

PPL recorded $36 million and $42 million of third-party costs related to this transaction during the three and six months
ended June 30, 2015. Of these costs, $29 million and $31 million were primarily for bank advisory, legal and accounting
fees to facilitate the transaction, and are reflected in discontinued operations. An additional $7 million and $11 million of
consulting and other costs were incurred to prepare the new Talen Energy organization for the spinoff and reconfigure the
remaining PPL service functions. These costs are primarily recorded in "Other operation and maintenance" on the Statement
of Income. PPL recorded $16 million of third-party costs related to this transaction during the three and six months ended
June 30, 2014. No significant additional third-party costs are expected to be incurred.

At the close of the transaction, $72 million ($42 million after-tax) of cash flow hedges, primarily unamortized losses on PPL
interest rate swaps recorded in AOCI and designated as cash flow hedges of PPL Energy Supply's future interest payments,
were reclassified into earnings and reflected in discontinued operations.

Continuing Involvement

As a result of the spinoff, PPL and PPL Energy Supply entered into a Transition Services Agreement (TSA) which terminates
no later than two years from the spinoff date. The TSA sets forth the terms and conditions for PPL and Talen Energy to
provide certain transition services to one another. PPL will provide Talen Energy certain information technology, financial
and accounting, human resource and other specified services. For the period June 1, 2015 to June 30, 2015, the amounts PPL
billed Talen Energy for these services were not significant. 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, prior to the spinoff, through the annuval competitive solicitation process, PPL EnergyPlus was awarded supply
contracts for a portion of the PLR generation supply for PPL Electric, which were retained by Talen Energy Marketing as
part of the spinoff transaction. PPL Electric's supply contracts with Talen Energy Marketing extend through December 2013.
The energy purchases were previously included in PPL Electric's Statements of Income as "Energy purchases from affiliate"
but were eliminated in PPL's Consolidated Statements of Income.

For the period June 1, 2015 to June 30, 2015, PPL Electric's energy purchases from Talen Energy Marketing were not
significant and are no longer considered affiliate transactions.

Summarized Results of Discontinued Operations
The operations of the Supply segment are included in "Income (Loss) from Discontinued Operations {net of income taxes)"

on the Statements of Income. Following are the components of Discontinued Operations in the Statements of Income for the
periods ended June 30:
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Operating revenues

Operating expenses

Other Income (Expense) - net
Interest Expense (a)

Income (loss) before income taxes
Income tax expense (benefit)
Loss on spinoff

Income (Loss) from Discontinued Operations (net of income taxes)
(a) Includes interest associated with the Supply Segment with no additional allocation as the Supply segment was sufficiently capitalized.

Summarized Assets and Liabilities of Discontinued Operations

Three Months Six Months
2015 2014 2015 2014
483 §$ 1046 % 1427 % 118
561 1,006 1,328 164
29 (8) (22) 2
112 50 150 98
(219) (18) (73) (146)
(91) an (40) (72)
(879) (879)
(1,007) $ mn % 912) $ {74)

The assets and liabilities of PPL's Supply segment for all periods prior to the spinoff are included in "Current assets of
discontinued operations”, "Noncurrent assets of discontinued operations”, "Current liabilities of discontinued operations” and
"Nencurrent Jiabilities of discontinued operations” on PPL's Balance Sheet. Net assets, after recognition of the loss on
spinoff, of $3.2 billion were distributed to PPL shareowners on June 1, 2015, as a result of the completion of the spinoff of
PPL Energy Supply. The following major classes of assets and liabilities were distributed and removed from PPL's Balance
Sheet on June 1, 2015. Additionally, the following major classes of assets and liabilities were reclassified to discontinued

operations as of December 31, 2014:

Cash and cash equivalents (a)

Restricted cash and cash equivalents
Accounts receivable and unbilled revenues
Fuels, materials and supplies

Price risk management assets

Other current assets

Total Current Assets

Investments

PP&E, net

Goodwill

Other intangibles

Price risk management assets
Other noncurrent assets
Total Noncurrent Assets

Total assets

Short-term debt and long-term debt due within one year
Accounts payable

Price risk management liabilities

Other current liabilities

Total Current Liabilities

Long-term debt (excluding eurrent portion)
Deferred income taxes

Price risk management liabilities

Accrued pension obligations

Asset retirement obligations

Other deferred credits and noncurrent liabilities
Total Noncurrent Liabilities

Total Jiabilities
Adjustment for loss on spinoff
Net assets distributed

Discontinued

Distribution at Operations at

June 1, December 31,

2015 2014
3 371 % 352
156 176
325 504
415 455
784 1,079
65 KF |
2,116 2,600
999 980
6,384 6,428
338 338
260 257
244 239
78 LA
8,303 8.317
3 10419 % 10,917
3 B85 % 1,165
252 361
763 1,024
229 225
2,129 2,775
1,932 1,683
1,259 1,223
206 193
244 299
443 415
103 150
4,187 3,963
$ 6316 $ 6,738
879
$ 3,224

(a) The distribution of PPL Energy Supply's cash and cash equivalents at June 1, 2015 is included in "Net cash provided by (used in) financing activities -
discontinued operations” on the Statement of Cash Flows for the six months ended June 30, 2015.
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Montana Hydro Sale

In November 2014, PPL Montana completed the sale to NorthWestern of 633 MW of hydroelectric generating facilities
Iocated in Montana for approximately $900 million in cash. The proceeds from the sale remained with PPL and did not
transfer to Talen Energy as a result of the spinoff of PPL Energy Supply. The sale included 11 hydroelectric power facilities
and related assets, included in the Supply segment.

As the Montana hydroelectric power facilities were previously reported as a component of PPL Energy Supply and the
Supply Segment, the components of discontinued operations for these facilities contained in the Statements of Income are
included in the disclosure above.

Development

Future Capacity Needs (PPL, LKE, LG&E and KU)

Cane Run Unit 7 was put into commercial operation on June 19, 2015. LG&E retired one coal-fired generating unit at the
Cane Run plant in March 2015 and retired the remaining two coal-fired generating units at the plant in June 2015. LG&E
incurred costs of $11 million directly related to these retirements consisting of an inventory write-down and separation
benefits. However, there were no gains or losses on the retirement of these units.

In October 2013, LG&E and KU announced plans for a 10 MW solar generation facility to be operational in 2016 at a cost of
approximately $36 million. In December 2014, a final order was issued by the KPSC approving the request to construct the
solar generating facility at E.W. Brown.

9. Defined Benefits
(PPL)

PPL performed a remeasurement of the assets and the obligations for the PPL Retirement Plan and PPL Postretirement
Benefit plans as of May 31, 2015 to allow for separation of those plans for PPL and Talen Energy as required in accordance
with the spinoff transaction agreements. The net pension obligations for all active PPL Energy Supply employees and for
individuals who terminated employment from PPL Energy Supply on or after July 1, 2000 were distributed and removed
from PPL's Balance Sheet. The net other postretirement benefit obligations for all active PPL Energy Supply employees
were distributed and removed from PPL's Balance Sheet. In addition, the net nonqualified pension plan obligations for all
PPL Energy Supply active and inactive employees were retained by PPL. As a result, PPL distributed and removed from its
Balance Sheet $244 million of net accrued pension obligations and $7 million of other postretirement benefit obligations.
See Note 8 for additional information on the spinoff of PPL Energy Supply.

(PPL, LKE and LG&E)

Certain net periodic defined benefit costs are applied to acconnts that are further distributed between capital and expense,
including certain costs allocated to applicable subsidiaries for plans sponscred by PPL Services and LKE. Following are the
net periodic defined benefit costs (credits) of the plans sponsored by PPL and its subsidiaries, LKE and its subsidiaries and
LG&E for the periods ended June 30:

Pension Benefits
Three Months Six Months
U.S. U.K. U.S. UK.
2015 (b) 2014 (c) 2015 2014 2015 (h) 2014 (c) 2015 2014
PPL
Service cost 3 26 % 24§ 19 $ 18 $ 56 $ 49 % 9 3 36
Interest cost 52 56 77 90 110 112 156 178
Expected return on plan assets (69) (72) (129) (132) (145) (144) (260) {262)
Amortization of:
Prior service cost 2 5 4 10
Actuarial (gain) loss 22 7 40 33 47 14 79 66
Net periodic defined benefit
costs (credits) prior to
termination benefits 33 20 7 9 72 4] 14 i8
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Pension Benefits

Three Months Six Months
1.S. UK. U.S. U.K.
2015 (b) 2014 () 2015 2014 2015 (b) 2014 (¢) 2015 2014
Termination benefits (a) 20 20
Net periodic defined benefit
costs (credits) $ 33 § 40 § 7 $ 9 § 72 % 61 % 14 $ 18
Pension Benefits
Three Months Six Months
2015 2014 2015 2014

LKE
Service cost $ 6 % 5 8 13 % 11
Interest cost 17 16 34 33
Expected return on plan assets (22) 21) @4 41
Amortization of:

Prior service cost 2 1 4 2

Actuarial {gain) loss 9 3 17 6
Net periodic defined benefit costs (credits) $ 12 % 4 3 24 3 11
LG&E
Service cost $ 1 % 1 $ 1 $ 1
Interest cost 4 3 7 7
Expected return on plan assets (5) 5 (10) (10
Amortization of:

Prior service cost 1 1

Actuarial (gain) loss 3 2 6 3
Net periodic defined benefit costs (credits) $ 3 3 1 3 5 % 2

(a) Includes termination benefits of $4 million for PPL Electric. The remaining $16 million relates to PPL Energy Supply and is reflected in discontinued
operations.

(b) For the three and six months ended June 30, 2013, the total net periodic defined benefit cost include $7 million and $18 million reflected in
discontinued operations related to costs allocated from PPL's plans to PPL Energy Supply prior to the spinoff.

(¢) For the three and six months ended June 30, 2014, the total net periodic defined benefit cost include $23 million and $28 million reflected in
discontinued operations related to costs allocated from PPL's plans to PPL Energy Supply.

Other Postretirement Benefits

Three Months Six Months
2015 2014 2015 2014

PPL
Service cost $ 3 8 3 8 7 3 6
Interest cost 7 8 14 16
Expected return on plan assets (7) ) (14) (13)
Net periodic defined benefit costs (credits) $ 3 % 4 & 7 % 9
LKE
Service cost $ 2 % 1 3 3 3 2
Interest cost 3 3 5 5
Expected return on plan assets 2) (2) (3) (3)
Amortization of;

Prior service cost 1 1
Net periodic defined benefit costs (credits) ) 3 % r 6 % 5

(PPL Electric, LG&E and KU)

In addition to the specific plans it sponsors, LG&E is allocated costs of defined benefit plans sponsored by LLKE based on its
participation in those plans, which management believes are reasonable. PPL Electric and KU do not directly sponsor any
defined benefit plans. PPL Electric is allocated costs of defined benefit plans sponsored by PPL. Services and KU is allocated
costs of defined benefit plans sponsored by LKE based on their participation in those plans, which management believes are
reasonable. For the periods ended June 30, PPL Services allocated the following net periodic defined benefit costs to PPL
Electric, and LKE allocated the following net periodic defined benefit costs to LG&E and KU.

Three Months Six Months
2015 2014 2015 2014
PPL Electric (a) $ g8 3 0 % 16 15
LG&E 4 2 7 4
KU 4 1 9 4
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(a) ‘The three and six months ended June 30, 2014 include $4 million of termination benefits for PPL Electric related to a one-time voluntary retirement
window offered to certain bargaining unit employees.

10. Commitments and Contingencies
(PPL)

All commitments, contingencies and guarantees associated with PPL Energy Supply and its subsidiaries were retained by
Talen Energy Supply and its subsidiaries at the spinoff date without recourse to PPL.

Legal Matters
(All Registrants)
PPL and its subsidiaries are involved in Jegal proceedings, claims and litigation in the ordinary course of business. PPL and
its subsidiaries cannot predict the outcome of such matters, or whether such matters may result in material liabilities, unless

otherwise noted.

WKE Indemnification (PPL and LKE)

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

(PPL, LKE and LG &E)

Cane Run Environmental Claims

In December 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint against
LG&E and PPL in the U.S. District Court for the Western District of Kentucky alleging violations of the Clean Air Act and
RCRA. In addition, these plaintiffs assert commen law claims of nuisance, trespass and negligence. These plaintiffs seek
injunctive relief and civil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the common law
claims, these plaintiffs seek monetary compensation and punitive damages for property damage and diminished property
values for a class consisting of residents within four miles of the plant. In their individual capacities, these plaintiffs seek
compensation for alleged adverse health effects. In response to a motion to dismiss filed by PPL and LG&E, in July 2014,
the court dismissed the plaintiffs' RCRA claims and all but one Clean Air Act claim, but declined to dismiss their common
law tort claims. Upon motion of LG&E and PPL, the district court certified for appellate review the issue of whether the
state common law claims are preempted by federal statute. In December 2014, the U.S. Court of Appeals for the Sixth
Circuit issued an order granting appellate review regarding the above matter and such issues as may appropriately be
presented by the parties and determined by the court. Oral argnment is scheduled for August 2015. PPL, LKE and LG&E
cannot predict the outcome of this matter. LG&E retired one coal-fired unit at the Cane Run plant in March 2015 and the
remaining two coal-fired units at the plant in June 2015,

Mill Creek Environmental Claims

In May 2014, the Sierra Club filed a citizen suit against LG&E in the U.S, District Court for the Western District of
Kentucky for alleged violations of the Clean Water Act. The Sierra Club alleges that various discharges at the Mill Creek
plant constitute violations of the plant's water discharge permit. The Sierra Club seeks civil penalties, injunctive relief, costs
and attorney's fees. In July 2015, the Court held a hearing regarding various cross-motions for summary judgment which are
pending. PPL, LKE and LG&E cannot predict the outcome of this matter or the potential impact on the operations of the
Mill Creek plant but believe the plant is operating in compliance with the permits.

Regulatory Issues (All Registrants)
See Note 6 for information on regulatory matters related to utility rate regulation.

Electricity - Reliability Standards

The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the
bulk power system. The FERC oversees this process and independently enforces the Reliability Standards.
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The Reliability Standards have the force and effect of law and apply to certain users of the bulk power electricity system,
including electric utility companies, generators and marketers. Under the Federal Power Act, the FERC may assess civil
penalties of up to $1 million per day, per violation, for certain violations.

PPL, LG&E, KU and PPL Electric monitor their compliance with the Reliability Standards and continue to self-report
potential violations of certain applicable reliability requirements and submit accompanying mitigation plans, as required,
The resolution of a 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 of
the NERC and the FERC.

In the course of implementing their programs to ensure compliance with the Reliability Standards by those PPL. affiliates
subject to the standards, certain other instances of potential non-compliance may be identified from time to time. The
Registrants cannot predict the outcome of these matters, and cannot estimate a range of reasonably possible losses, if any.

In October 2012, the FERC initiated its consideration of proposed changes to Reliability Standards to address the impacts of
geomagnetic disturbances on the reliable operation of the bulk-power system, which might, among other things, lead to a
requirement to install equipment that blocks geomagnetically induced currents on implicated transformers. In May 2013,
FERC issued Order No, 779, requiring NERC to submit two types of Reliability Standards for FERC's approval. The first
type would require certain owners and operators of the nation's electricity infrastructure, such as the Registrants, to develop
and implement operational procedures to mitigate the effects of geomagnetic disturbances on the bulk-power system. This
NERC proposed standard was filed by NERC with FERC for approval in January 2014, and was approved in June 2014. The
second type is to require owners and operators of the bulk-power system to assess certain geomagnetic disturbance events
and develop and implement plans to protect the bulk-power system from those events. This proposal was filed by NERC
with FERC for approval and in May 2015 FERC proposed to approve NERC's proposed standard. The proposal addressed
many of the industry's concerns and the Registrants do not presently anticipate significant costs to comply with the
requirements if finalized as proposed.

Environmental Matters - Domestic
(All Registrants)

Due to the environmental issues discussed below or other environmental matters, it may be necessary for the Registrants to
modify, curtail, replace or cease operation of certain facilities or performance of certain operations to comply with statutes,
regulations and other requirements of regulatory bodies or courts. In addition, legal challenges to new environmental permits
or rules add to the uncertainty of estimating the future cost of these permits and rules.

LG&E and KU are entitled to recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, as
amended, and those federal, state or local environmental requirements applicable to coal combustion wastes and by-products
from facilities that generate electricity from coal in accordance with approved compliance plans. Costs not covered by the
ECR mechanism for LG&E and KU and all such costs for PPL Electric are subject to rate recovery before the companies'
respective state regulatory aunthorities, 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, LKE, LG&E and KU can provide no
assurances as to the ultimate outcome of future environmental or rate proceedings before regulatory authorities.

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

The Clean Air Act, which regulates air pollutants from mobile and stationary sources, has a significant impact on the
operation of fossil fuel plants. The Clean Air Act requires 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
NAAQS. The six criteria pollutants are carbon monoxide, lead, nitrogen dioxide, ozone, particulate matter and SO..

Federal environmental regulations of these criteria pollutants require states to adopt implementation plans, known as SIPs, for
certain pollutants, which detail how the state will attain the standards that are mandated by the relevant law or regulation.
Each state identifies the areas within its boundaries that meet the NAAQS (attainment areas) and those that do not (non-
attainment areas), and must develop a SIP both to bring 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 particulates standards, states in
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the eastern portion of the country, including Kentucky, are subject to a regional program developed by the EPA known as the
Cross-State Air Pollution Rule. The NAAQS, future revisions to the NAAQS and SIPs implementing them, or future
revisions to regional programs, may require installation of additional pollution controls, the costs of which PPL, LKE, LG&E
and KU believe are subject to cost recovery.

Although PPL, LKE, LG&E and KU do not currently anticipate significant costs to comply with these programs, changes in
market or operating conditions could result in different costs than anticipated.

National Ambient Air Quality Standards (NAAQS)

In 2008, the EPA revised the NAAQS for ozone and proposed to further strengthen the standard in November 2014.The EPA
is required under court order to finalize the standard by October I, 2015. States are also obligated to address interstate
transport issues associated with new ozone standards through the establishment of "good neighbor” state implementation
plans for those states that are found to contribute significantly to another states' non-attainment. States that are not in the
ozone transport region, including Kentucky, are working together to evaluate further nitrogen oxide reductions from fossil-
fueled plants with SCRs, The nature and timing of any additional reductions resulting from these evaluations cannot be
predicted at this time.

In 2010, the EPA finalized revised NAAQS for sulfur dioxide and required states to identify areas that meet those standards
and areas that are in "non-attainment”. In July 2013, the EPA finalized non-attainment designations for parts of the country,
including part of Jefferson County in Kentucky. Attainment must be achieved by 2018. PPL, LKE, LG&E and KU
anticipate that some of the measures required for compliance with Clean Air Act regulations governing attainment of ozone
or particulates standards, such as upgraded or new sulfur dioxide scrubbers at certain plants and the previously announced
retirement of coal-fired generating units at LG&E's Cane Run plant and KU's Green River and Tyrone plants, will help to
achieve compliance with the new sulfur dioxide standard. If additional reductions were to be required, the costs could be
significant.

Mercury and Air Toxics Standards (MATS)

In February 2012, the EPA finalized the MATS rule requiring reductions of mercury and other hazardous air pollutants from
fossil-fuel fired power plants, with an effective date of April 16, 2012. The MATS rule was challenged by industry groups
and states and was upheld by the U.S. Court of Appeals for the D. C. Circuit Court (D.C. Circuit Court) in April 2014. A
group of states subsequently petitioned the U.S. Supreme Court (Supreme Court) to review this decision and on June 29,
2015, the Supreme Court held that the EPA failed to properly consider costs when deciding to regulate hazardous air
emissions from power plants under MATS. The Court remanded the matter to the D.C. Circuit Court. EPA's MATS rule
remains in effect pending action by the D.C. Circuit Court. It is uncertain whether the D.C. Circuit Court will vacate the
MATS rule, remand the rule to the EPA, or require further proceedings or actions.

L.G&E and KU have installed significant controls in connection with the MATS rule and in conjunction with compliance
with other environmental requirements, including fabric-filter baghouses, upgraded FGDs or chemical additive systems for
which appropriate KPSC authorization and/or ECR treatment has been received. PPL, LKE, LG&E and KU cannot predict
the ontcome of this matter or the potential impact, if any, on plant operations, rate treatment or future capital or operating
needs.

New Source Review (NSR)

The EPA has continued its NSR enforcement efforts targeting coal-fired generating plants. The EPA has asserted that
modification of these plants has increased their emissions and, consequently, that they are subject to stringent NSR
requirements under the Clean Air Act. PPL, LKE, LG&E and KU received various EPA information requests in 2007 and
2009, but have received no further communications from the EPA related to those requests since providing their responses.
States and environmental groups also have commenced litigation alleging violations of the NSR regulations by coal-fired
generating plants across the nation. PPL, LKE, LG&E and KU cannot predict the outcome of these matters, and cannot
estimate the impact, if any.

If any PPL subsidiary is found to have violated NSR regulations by significantly increasing pollutants through a major plant
modification, the subsidiary would, among other things, be required to meet stringent permit limits reflecting Best Available
Control Technology (BACT) for pollutants meeting the NAAQS in the area and reflecting Lowest Achievable Emission
Rates for pollutants not meeting the NAAQS in the area. The costs to meet such limits, including installation of technology
at certain units, could be significant.
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Trimble County Unit 2 Air Permit

The Sierra Club and other environmental groups petitioned the Kentucky Environmental and Public Protection Cabinet to
overturn the air permit issued for the Trimble County Unit 2 baseload coal-fired generating unit, but the agency upheld the
permit in an order issued in September 2007. In response to subsequent petitions by environmental groups, the EPA ordered
certain non-material changes to the permit which, in January 2010, were incorporated into a final revised permit issued by the
Kentucky Division for Air Quality. In March 2010, the environmental groups petitioned the EPA to object to the revised
state permit. Until the EPA issues a final ruling on the pending petition and all available appeals are exhausted, PPL, LKE,
LG&E and KU cannot predict the outcome of this matter or the potential impact on plant operations, including increased
capital costs, if any.

Climate Change
(All Registrants)

As a result of the April 2007 U.8. Supreme Court decision that the EPA has anthority under the Clean Air Act to regulate
carbon dioxide emissions from new motor vehicles, in April 2010 the EPA and the U.S. Department of Transpertation issued
new light-duty vehicle emissions standards that applied beginning with 2012 model year vehicles. The EPA also clarified
that this standard, beginning in 2011, authorized regulation of carbon dioxide emissions from stationary sources under the
NSR and Title V operaling permit provisions of the Clean Air Act. The EPA's rules were challenged in court and on June 23,
2014, the U.S. Supreme Court ruled that the EPA has the authority to regulate carbon dioxide emissions under these
provisions of the Clean Air Act but only for stationary sources that would otherwise have been subject to these provisions
due to significant increases in emissions of other pollutants. As a result, any new sources or major modifications to an
existing GHG source causing a net significant increase in carbon dioxide emissions must comply with BACT permit limits
for carbon dioxide if it would otherwise be subject to BACT or lowest achievable emissions rate limits due to significant
increases in other pollutants.

In June 2013, President Obama released his Climate Action Plan that reiterates the goal of reducing GHG emissions in the
U.S. "in the range of" 17% below 2005 levels by 2020 through such actions as regulating power plant emissions, promoting
increased use of renewables and clean energy technology, and establishing more restrictive energy efficiency standards.
Additionally, the Climate Action Plan calls for the U.S. to prepare for the impacts of climate change. Requirements related to
this Plan could affect the Registrants and others in the industry as modifications may be needed to electricity delivery
systems to improve the ability to withstand major storms in order to meet those requirements. As further described below,
the EPA has proposed rules purstant to this directive for both new and existing power plants, which it expects to finalize in
the third quarter of 2015. The EPA has also announced that it will develop a federal implementation plan which would apply
to any states that fail to submit an acceptable state implementaticn plan under these rules. The EPA's authority to promulgate
these regulations under Section 111 of the Clean Air Act when the sources are already regulated under Section 112 is under
challenge in the D.C. Circuit Court. Oral arguments were heard on April 16, 2015.

The EPA's proposal for new power plants was issued in January 2014. The revised proposal calls for separate emission
standards for coal and gas units based on the application of different technologies. The coal standard is based on the
application of partial carbon capture and sequestration technology, but because this technology is not presently commercially
available, the revised proposal effectively precludes the construction of new coal-fired plants. The standard for NGCC power
plants is the same as the EPA proposed in 2012 and is not continuously achievable. The preclusion of new coal-fired plants
and the compliance difficulties posed for new gas-fired plants could have a significant industry-wide impact.

The EPA's proposal for existing power plants was issued in June 2014. The existing plant proposal contains state-specific
rate-based reduction goals and guidelines for the development, submission and implementation of state plans to achieve the
state goals. State-specific goals were calculated from 2012 data by applying EPA's broad interpretation and definition of the
Best System of Emission Reduction resulting in stringent targets to be met in two phases (2020-2029 and 2030 and beyond).
The EPA believes it has offered some flexibility to the states as to how state compliance plans can be crafted, including the
option to demonstrate compliance on a mass basis and through multi-state collaborations. The EPA is also proposing
potential state plan extensions based on the type of plan filed (single or multi state). LG&E and KU have analyzed the
proposal and identified potential impacts and solutions in comments filed in December 2014. PPL also submitted
Supplemental Comments to FERC through EEI, advocating for reliability coordination and relief in response to technical
conferences hosted by FERC on the reliability implications of implementing this rule. LG&E and KU are also working
closely with state regulators in the development of Kentucky's state implementation plan. The regulation of carbon dioxide
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emissions from existing power plants could have a significant industry-wide impact depending on the structure and
stringency of the final rule and state implementation plans.

(PPL, LKE, LG&E and KU)

In April 2014, the Kentucky General Assembly passed legislation which limits the measures that the Kentucky Energy and
Environment Cabinet may consider in setting performance standards to comply with the EPA's regulations governing GHG
emissions from existing sources. The legislation provides that such state GHG performance standards shall be based on
emission reductions, efficiency measures, and other improvements available at each power plant, rather than renewable
energy, end-use energy efficiency, fuel switching and re-dispatch. These statutory restrictions may make it more difficult for
Kentucky to achieve the GHG reduction levels which the EPA has proposed for Kentucky.

A number of lawsuits have been filed asserting common law claims including nuisance, trespass and negligence against
various companies with GHG emitting plants and, although the decided cases to date have not sustained claims brought on
the basis of these theories of liability, the law remains unsettled on these claims. In June 2011, the U.S. Supreme Court in the
case of AEP v. Connecticut ruled that federal common law claims against five utility companies for allegedly causing a
public nuisance as a result of their emissions of GHGs were displaced by the Clean Air Act and regulatory actions of the
EPA. In addition, in Comer v. Murphy Qil (Comer case), the U.S. Court of Appeals for the Fifth Circuit (Fifth Circuit)
upheld a district court ruling that plaintiffs did not have standing to pursue state commen law claims against companies that
emit GHGs. The plaintiffs in the Comer case later filed a substantially similar complaint against a larger group of companies
which was subsequently dismissed by the U. S. District Court for the Southern District of Mississippi. The lower court's
ruling was affirmed by the Fifth Circuit in May 2013. Additional litigation in federal and state courts over such issues is
continuing, PPL, LKE, LG&E and KU cannot predict the outcome of these matters.

{PPL, LKE, LG&E and KU)
Water/Waste
Coal Combustion Residuals (CCRs)

On April 17, 20135, the EPA published its final rule regulating CCRs. CCRs include fly ash, bottom ash and sulfur dioxide
scrubber wastes. The rule will become effective on October 14, 2015. It imposes extensive new requirements, including
location restrictions, design and operating standards, groundwater monitering and corrective action requirements and closure
and post-closure care requirements on CCR impoundments and landfills that are located on active power plants and not
closed. Under the rule, the EPA will regulate CCRs as non-hazardous under Subtitle D of RCRA and allow beneficial use of
CCRs, with some restrictions. This self-implementing rule requires posting of compliance documentation on a publicly
accessible website and is enforceable through citizen suits. LG&E's and KU's plants using surface impoundments for
management and disposal of CCRs will be mest impacted by this rule. The rule's requirements for covered CCR
impoundments and landfills include commencement or completion of closure activities generally between three and ten years
from certain triggering events. PPL, LKE, LG&E and KU also anticipate incurring capital or operation and maintenance
costs prior to that time to address other provisions of the rule, such as groundwater monitoring and disposal facility
modifications or closings, or to implement various compliance strategies.

In connection with the final CCR rule, LG&E and KU recorded increases to existing AROs during the second quarter of
2015. See Note 16 for additional information. Further increases to AROs or changes to current capital plans or to operating
costs may be required as estimates are refined based on closure developments, groundwater monitoring results, and
regulatory or legal proceedings. Costs relating to this rule are subject to rate recovery.

Trimble County Landfill

In May 2011, LG&E submitted an application for a special waste landfill permit to handle CCRs generated at the Trimble
County piant. In May 2013, the Kentucky Division of Waste Management denied the permit application on the grounds that
the proposed facility would violate the Kentucky Cave Protection Act. In January 2014, LG&E submitted to the Kentucky
Division of Waste Management a landfill permit application for an alternate site adjacent to the plant. LG&E has also
applied for other necessary regulatory approvals including a dredge and fill permit from the U.S. Army Corps of Engineers,
in which proceeding the EPA or the public have submitted certain comments to which LG&E and KU have responded. PPL,
LKE, LG&E and KU are unable to determine the potential impact of this matter until all permits are issued and any resulting
legal challenges are concluded. See Note 6 for additional information on Kentucky Public Service Commission proceedings
relating to the Trimble County Landfill.
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Clean Water Act

Regulations under the federal Clean Water Act dictate permitting and mitigation requirements for many of LG&E's and KU's
construction projects. Many of those requirements relate to power plant operations, including requirements related to the
treatment of pollutants in effluents prior to discharge, the temperature of effluent discharges and the location, design and
construction of cooling water intake structures at generating facilities, standards intended to protect aguatic organisms by
reducing capture in the screens attached to cooling water intake structures (impingement) at generating facilities and the
water volume brought into the facilities (entrainment), The requirements could impose significant costs which are subject to
rate recovery.

Effluent Limitations Guidelines (ELGs)

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewater permits. The proposed limitations are based on the EPA review of available treatment technologies and their
capacity for reducing pollutants and include new requirements for fly ash and bottom ash transport water and metal cleaning
waste waters, as well as new limits for scrubber wastewater and landfill leachate. The EPA's proposed ELGs contain
requirements that would affect the inspection and operation of CCR facilities if finalized as proposed. The proposal contains
alternative approaches, some of which could impose significant costs on LG&E's and KU's coal-fired plants. The final
regulation is expected to be issued by the fourth quarter of 2015. At the present time, PPL, LKE, LG&E and KU are unable
to estimate a range of reasonably possible costs, but the costs could be significant. Pending finalization of the ELGs, certain
states (including Kentucky) and environmental groups are proposing more stringent technology-based limits in permit
renewals. Depending on the final limits imposed, the costs of compliance could be significant and costs could be imposed
ahead of federal timelines. Costs to comply with ELGs or technology-based limits are subject to rate recovery.

(PPL, LKE and LG&E)
Clean Water Act Section 316(b)

The EPA's final 316(b) rule for existing facilities became effective in October 2014, and regulates cooling water intake
structures and their impact on aquatic organisms. States are 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's impact on
aquatic organisms pulled through a plant's cooling water system (entrainment). Plants equipped with closed-cycle cooling, an
acceptable option, would likely not incur substantial costs. Once-through systems would likely require additional technology
to comply with the rule. Mill Creek Unit 1 is the only unit expected to be impacted. PPL, LKE, and LG&E are 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)

On May 27, 20135, the EPA released a final rule on the definition of WOTUS. Although the rule was meant to clarify which
streams and other bodies of water fall under the jurisdiction of EPA and the Army Corps of Engineers under the Clean Water
Act, significant ambiguity remains. The Registrants do not currently expect the rule to have a significant impact on their
operations. Until such time as ongoing litigation is complete, however, the Registrants are unable to predict the impact of the
rule which could be substantial and include significant project delays and added costs, as permits and other regulatory
requirements may be imposed for many activities presently not covered by permitting requirements (including vegetation
management for transmission lines and activities affecting storm water conveyances and wetlands). However, these costs are
subject to rate recovery.

Other Issues

The EPA is reassessing its polychlorinated biphenyls (PCB) regulations under the Toxic Substance Control Act, which
currently allow certain PCB articles to remain in use. In April 2010, the EPA issued an Advanced Notice of Proposed
Rulemaking for changes to these regulations. This rulemaking could lead to a phase-out of all or some PCB-containing
equipment. The EPA has postponed the release of the 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.
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{PPL, LKE, LG&E and KU)

In May 2010, the Kentucky Waterways Alliance and other environmental groups filed 2 petition with the Kentucky Energy
and Environment Cabinet (KEEC) challenging the Kentucky Pollutant Discharge Elimination System permit issued in April
2010, which covers water discharges from the Trimble County plant, In November 2010, the KEEC issued a final order
upholding the permit which was subsequently appealed by the environmental groups. In September 2013, the Franklin
Circuit Court reversed the KEEC order upholding the permit and remanded the permit to the agency for further proceedings.
LG&E and the KEEC appealed the order to the Kentucky Court of Appeals. In July 2015, the Court of Appeals upheld the
lower court ruling. LG&E and the KEEC have moved for rehearing. PPL, LKE, LG&E and KU are unable to predict the
outcome of this matter or the potential impact, if any, on plant operations or future capital or cperating needs.

Superfund and Other Remediation (All Registrants)

PPL Electric is potentially responsible for costs at several sites listed by the EPA under the federal Superfund program,
including the Columbia Gas Plant site, the Metal Bank site, the Brodhead site and the Ward Transformer site. Clean-up
actions have been or are being undertaken at all of these sites, the costs of which have not been significant to PPL Electric.
Should the EPA require different or additional measures in the future, however, or should PPL Electric's share of costs at
multi-party sites increase substantially more than currently expected, the costs could be significant,

PPL Electric, LG&E and KU are investigating, responding to agency inquiries, remediating, or have completed the
remediation of, several sites that were not addressed under a regulatory program such as Superfund, bot for which PPL
Electric, LG&E and KU may be liable for remediation. These include a number of former coal gas manufacturing plants in
Pennsylvania and Kentucky previously owned or operated or currently owned by predecessors or affiliates of PPL Electric,
LG&E and KU, To date, the costs of these sites have not been significant. There are additional sites, formerly owned or
operated by PPL Electric, LG&E and KU predecessors or affiliates, for which PPL Electric, LG&E and KU lack information
on current site conditions and are therefore unable to predict what, if any, potential liability they may have.

Depending on the outcome of investigations at sites where investigations have not begun or been completed or developments
at sites for which PPL Electric, LG&E and KU currently lack information, the costs of remediation and other liabilities could
be significant. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a range of reasonably possible losses, if any, related
to these matters.

The EPA is evaluating the risks associated with polycyclic aromatic hydrocarbons and naphthalene, chemical by-products of
coal gas manufacturing. As a result of the EPA's evaluation, individual states may establish stricter standards for water
quality and soil cleanup. This could require several PPL subsidiaries to take more extensive assessment and remedial actions
at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot estimate a range of reasonably
possible losses, if any, related to these matters.

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

Environmental Matters - WPD (PPL)
WPD's distribution businesses are subject to environmental regulatory and statutory requirements. PPL believes that WPD

has taken and continues to take measures to comply with the applicable laws and governmental regulations for the protection
of the environment.
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Other
Guarantees and Other Assurances
(All Registrants)

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

(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)

The table below details guarantees provided as of June 30, 2015. "Exposure” represents the estimated maximum potential
amount of future payments that could be required to be made under the guarantee. The probability of expected
payment/performance under each of these guarantees is remote except for "WPD guarantee of pension and other obligations
of unconsolidated entities" and "Indemnification of lease termination and other divestitures.” The total recorded liability at
June 30, 2015 and December 31, 2014, was $24 million and $26 million for PPL and $19 million for LKE for both pericds.
For reperting purposes, on a consolidated basis, all guarantees of PPL Electric, LKE, LG&E and KU also apply to PPL, and
all guarantees of LG&E and KU also apply to LKE.

Exposure at Expiration

June 30, 2015 Date
PPL
Indemnifications refated to the WPD Midlands acquisition (a)
WPD indemnifications for entitics in liquidation and sales of assets $ 12 (b) 2018
WPD guarantee of pension and other obligations of unconsolidated entities 121 (c)
PPL Electric
Guarantee of inventory value 28 ) 2016
LKE
Indemnification of lease termination and other divestitures 301 (e} 2021 -2023
LG&E and KU

LG&E and KU guarantee of shortfall related to OVEC [63)

() Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller
that were transferred to WPD Midlands in connection with the acquisition. A cross indemnity has been received from the seller on the tax issue, The
maximum exposure and expiration of these indemnifications cannot be estimated because the maximum potential liability is not capped and the
expiration date is not specified in the transaction documents.

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

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

(c) Relates to certain obligations of discentinued or modified electric associations that were guaranteed at the time of privatization by the participating
members. Costs are allocated to the members and can be reallocated if an existing member becomes insolvent. At June 30, 2015, WPD has recorded
an estimated discounted liability for which the expected payment/performance is probable. Neither the expiration date nor the maximum amount of
potential payments for certain obligations is explicitly stated in the related agreements, and as a result, the exposure has been estimated.

(d) A third party logistics firm provides inventory procurement and fulfillment services. The logistics firm has title to the inventory, however, upon
termination of the contracts, PPL Electric has guaranteed to purchase any remaining inventory that has not been used or sold.

(e) LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective cbligations.
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 2021, and a
maximum exposure of $200 million, exclusive of certain items such as government fines and penalties that fall outside the cap. Another WKE-related
LKE guarantee covers other indemnifications related to the purchase price of excess power, has a term expiring in 2023, and a maximum exposure of
$100 million. In May 2012, LKE's indemnitee received an unfavorable arbitration panel's decision interpreting this matter. In Qctober 2014, LKE's
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indemnitee filed a motton for discretionary review with the Kentucky Supreme Court secking to overturn the arbitration decision. LKE believes its
indemnification obligations in this matter remain subject to various uncertainties, including additicnal legal, arbitration and contractual developments,
as well as future prices, availability and demand for the subject excess power. The vitimate outcomes of the WKE termination-related 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 indemnifications vary by entity and the maximum exposures range from being capped at the sale price to no specified maximum;
LKE could be required te perform on these indemnifications in the event of covered losses or liabilities being claimed by an indemnified party. LKE
cannot predict the ultimate cutcomes of indemnification circumstances, but does not currently expect such outcomes to result in significant losses
above the amounts recorded,

(f) Pursuant to the OVEC power purchase contract, LG&E and KU are obligated to pay for their share of OVEC's excess debt service, post-retirement and
decommissioning costs, as well as any shontfall from amounts currently included within a demand charge designed and cumrently expected to cover
these costs over the term of the contract. The maximum exposure and the expiration date of these potential obligations are not presently determinable.
See "Energy Purchase Commitments” and "Guarantees and Other Assurances” in Note 13 in PPL’s, LKE's, LG&E's and KU's 2014 Form 10-K for
additional information on the OVEC power purchase contract.

The Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business.
These gnarantees are primarily in the form of indemnification or warranties related to services or equipment and vary in
duration, The amounts of these guarantees often are not explicitly stated, and the overall maximum amount of the obligation
under such gnarantees cannot be reasonably estimated. Historically, no significant payments have been made with respect to
these types of guarantees and the probability of payment/performance under these guarantees is remote.

PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for
bodily injury and property damage. The coverage provides maximum aggregate coverage of $225 million. This insurance
may be applicable to obligations under certain of these contractual arrangements.

11. Related Party Transactions
PLR Contracts/Purchase of Accounts Receivable (PPL Electric)

PPL Electric holds competitive solicitations for PLR generation supply. PPL EnergyPlus has been awarded a portion of the
PLR generation supply through these competitive solicitations. The purchases from PPL EnergyPlus are included in PPL
Electric's Statements of Income as "Energy purchases from affiliate” through May 31, 2015, the period through which PPL
Electric and PPL EnergyPlus were affiliated entities. As a result of the June 1, 2015 spinoff of PPL Energy Supply and
creation 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 31, 2015 are purchases from an unaffiliated third party.

Under the standard Default Service Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers
to post collateral once credit exposures exceed defined credit limits. Wholesale suppliers are required to post collateral with
PPL Electric when: (a) the market price of electricity to be delivered by the wholesale suppliers exceeds the contract price
for the forecasted quantity of eleciricity 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 under these supply contracts.

PPL Electric's customers may choose an alternative supplier for their generation supply. See Note 2 for additional
information regarding PPL Electric's purchases of accounts receivable from alternative suppliers, including Talen Energy
Marketing, formerly PPL EnergyPlus. See Note 8 for additional information regarding the spinoff of PPL Energy Supply.

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

PPL Services and LKS provide their respective PPL and LKE subsidiaries with administrative, management and support
services. In 2015, PPL EU Services was formed 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 functions.
For all service companies, the costs of these services are charged to the respective recipients as direct support costs. General
costs that cannot be directly attributed to a specific entity are allocated and charged to the respective 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. LKS bases its
indirect allocations on the subsidiaries’ number of employees, total assets, revenues, number of customers and/or other
statistical information, PPL Services, PPL EU Services and LKS charged the following amounts for the periods ended

June 30, and believe these amounts are reasonable, including amounts applied to accounts that are further distributed between
capital and expense,
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Three Months Six Months

2015 2014 2015 2014
PPL Electric from PPL Services $ 25 % 33 3 5 3 79
LKE from PPL Services 4 4 8 8
PPL Electric from PPL EU Services 17 32
LG&E from LKS 53 57 104 105
KU from LKS 58 59 114 112

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

Intercompany Borrowings (LKE)

LKE maintains a $225 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow
funds on a short-term basis at market-based rates. At June 30, 2015 and December 31, 2014, $59 million and $41 million
were outstanding and were reflected in "Notes payable with affiliates” on the consolidated Balance Sheets. The interest rate
on borrowings is equal to one-month LTBOR plus a spread. The interest rates on the outstanding borrowing at June 30, 2015
and December 31, 2014 were 1.68% and 1.65%. Interest on the revolving line of credit was not significant for the three and
six months ended June 30, 2015 and 2014.

Intercompany Derivatives (LKE, LG&E and KU)

Periodically, LG&E and KU enter into forward-starting interest rate swaps with PPL. These hedging instruments have terms
identical to forward-starting swaps entered into by PPL with third parties. See Note 14 for additional information on
intercompany derivatives.

Other (PPL Electric, LG&E and KU)

See Note 9 for discussions regarding intercompany allocations associated with defined benefits.
12. Other Income (Expense) - net

(PPL)

"Other Income (Expense) - net" for the three and six months ended June 30, 2015 and 2014 consisted primarily of losses on
economic foreign currency exchange contracts. See Note 14 for additional information on these derivatives.

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

The components of "Other Income (Expense) - net" for the three and six months ended June 30, 2015 and 2014 for PPL
Electric, LKE, LG&E and KU were not significant.

13. Fair Value Measurements and Credit Concentration
(All Registrants)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date (an exit price). A market approach (generally, data from market transactions), an
income approach (generally, present value techniques and option-pricing models), and/or a cost approach (generally,
replacement cost) are used to measure the fair value of an asset or liability, as appropriate. These valuation approaches
incorporate inputs such as observable, independent market data and/or unobservable data that management believes are
predicated on the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as
applicable, certain risks such as nonperformance risk, which includes credit risk. The fair value of a group of financial assets
and liabilities is measured on a net basis. Transfers between levels are recognized at end-of-reporting-period values, During
the three and six months ended June 30, 2015 and 2014, there were no transfers between Level 1 and Level 2. See Note 1 in
each Registrant's 2014 Form 10-K for information on the levels in the fair value hierarchy.
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Recurring Fair Value Measurements

The assets and liabilities measured at fair value, excluding assets and liabilities of discontinued operations at December 31,

2014, were:

PPL
Assets
Cash and cash equivalents
Short-term investments
Restricted cash and cash equivalents (a)
Price risk management assets (b):
Foreign currency contracts
Cross-currency swaps
Total price risk management assets
Auction rate securities (c)
Total assets

Liabilities
Price risk management liabilities (b):
Interest rate swaps
Foreign currency contracts
Cross-currency swaps
Total price risk management liabilities

PPL Electric
Assets

Cash and cash equivalents

Restricted cash and cash equivalents (a)
Total assets

LKE
Assels

Cash and cash equivalents

Cash collateral posted to counterparties (d)
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price risk management liabilities

LG&E
Assets

Cash and cash equivalents

Cash collateral posted to counterparties (d)
Total assets

Liabilities
Price risk management liabilities;
Interest rate swaps
Total price risk management liabilities

KU
Assets

Cash and cash equivalents
Total assets

Liabilities
Price risk management liabilities:
Interest rate swaps
Total price tisk management liabilities

(a) Current portion is included in "Other current assets" and long-term portion is included in "Other noncurrent assets” on the Balance Sheets.
(b) Included in "Other current assets", "Other current liabilities”, "Other noncuormrent assets" and "Other deferred credits and noncurrent liabilities" on the

Balance Sheets.,

() Included in "QOther noncurrent assets” on the Balance Sheets.
(d) Included in "Other noncurrent assets" on the Balance Sheets. Represents cash collateral posted to offset the exposure with counterparties related to
certain interest rate swaps under master netting arrangements that are not offset.
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June 30, 2015 December 31, 2014
Total Level 1 Level 2 Total Level 1 Level 2 Level 3
$ 846 846 $ 1,399 § 1,399
120 120
32 32 31 31
93 $ 93 130 $ 130
63 63 29 28 1
156 156 159 158 1
2 3 2 2
$ 1,036 878 $ 156 § $ 1,711 ' § 1550 % 158 3
3 104 % 104 3 156 3 156
20 20 2 2
3 3
$ 124 $ 124 3 161 3 161
$ 28 28 $ 214 & 214
2 2 3 3
3 30 30 3 217 % 217
$ 13 13 3 21§ 21
9 9 21 21
$ 22 22 3 42 § 42
$ 91 $ 91 3 114 $ 114
$ 91 3 91 3 114 3 114
$ 7 7 3 10 8§ 10
9 9 2] 21
$ 16 16 ¥ il § 31
$ 68 ) 68 3 81 $ gl
3 68 $ 68 3 gl $ g1
$ 6 6 $ 11 § 11
$ 6 6 3 11 § 11
$ 23 $ 23 3 33 3 33
$ 23 $ 23 3 33 § 33
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Price Risk Management Assets/Liabilities - Interest Rate Swaps/Foreign Currency Contracts/Cross-Currency
Swaps (PPL, LKE, LG&E and KU)

To manage interest rate risk, PPL, LKE, LG&E and K1 use interest rate contracts such as forward-starting swaps, floating-
to-fixed swaps and fixed-to-floating swaps. To manage foreign currency exchange risk, PPL uses foreign currency contracts
such as forwards, options and cross-currency swaps that contain characteristics of both interest rate and foreign currency
contracts. An income approach is used to measure the fair value of these contracts, utilizing readily observable inputs, such
as forward interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g.,
GBPF), as well as inputs that may not be observable, such as credit valuation adjustments. In certain cases, market
information cannot practicably be obtained to value credit risk and therefore internal models are relied upon. These models
use projected probabilities of default and estimated recovery rates based on histerical observances. When the credit valuation
adjustment is significant to the overall valuation, the contracts are classified as Level 3. Cross-currency swaps are valued by
PPL's Treasury department, which reports to the Chief Financial Officer (CFO). Accounting personnel, who also report to
the CFO, interpret analysis quarterly to classify the contracts in the fair value hierarchy. Valuation techniques are evaluated
periodically.

Nonrecurring Fair Value Measurements

See Note 8 for information regarding the estimated fair value of the Supply segment's net assets as of the June 1, 2015 spinoff
date.

Financial Instruments Not Recorded at Fair Value (All Registrants)

The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below, excluding
long-term debt of discontinued operations at December 31, 2014. The fair values were estimated using an income approach
by discounting future cash flows at estimated current cost of funding rates, which incorporate the credit risk of the
Registrants. Long-term debt is classified as Level 2. The effect of third-party credit enhancements is not included in the fair
value measurement.

June 30, 2015 December 31, 2014

Carrying Carrying

Amount Fair Value Amount Fair Value
PPL $ 18,103 § 20,211 % 18,173 % 20,466
PPL Electric 2,603 2,855 2,602 2,990
LKE 4,567 4,810 4,567 4,946
LG&E 1,353 1,408 1,353 1,455
KU 2,07 2,222 2,091 2,313

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

14. Derivative Instruments and Hedging Activities
Risk Management Objectives
(All Registrants)

PPL has a risk management policy approved by the Board of Directors to manage market risk associated with commodities,
interest rates on debt issuances and foreign exchange (including price, liquidity and volumetric risk) and credit risk (including
non-performance risk and payment default risk). The RMC, comprised of senior management and chaired by the Chief Risk
Officer, oversees the risk management function. Key risk control activities designed to ensure compliance with the risk
policy and detailed programs include, but are not limited to, credit review and approval, validation of transactions,
verification of risk and transaction limits, and VaR analyses.

Market Risk

Market risk includes the potential loss that may be incurred as a result of price changes associated with a particular financial
or commodity instrument as well as market liquidity and volumetric risks. Forward contracts, futures contracts, options,
swaps and structured transactions are uvtilized as part of risk management strategies to minimize unanticipated fluctuations in
earnings caused by changes in commodity prices, volumes of full-requirement sales contracts, basis exposure, interest rates
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and foreign currency exchange rates. Many of the contracts meet the definition of a derivative. All derivatives are
recognized on the Balance Sheets at their fair value, unless NPNS is elected.

The following summarizes the market risks that affect PPL and its Subsidiary Registrants.
Commaodity price risk

e PPL is exposed to commodity price risk through its domestic subsidiaries as described below. WPD is exposed to
volumetric risk which is significantly mitigated as a result of the method of regulation in the UK.

o PPL Electric is exposed to commodity price risk from its obligation as PLR; however, its PUC-approved cost recovery
mechanism substantially eliminates its exposure to this risk. PPL Electric also mitigates its exposure to volumetric risk
by entering into full-requirement supply agreements to serve its PLR customers. These supply agreements transfer the
volumetric risk associated with the PLR obligation to the energy suppliers.

e LG&E's and KU's rates include certain mechanisms for fuel and environmental expenses. In addition, LG&E's rates
include certain mechanisms for gas supply. These mechanisms generally provide for timely recovery of market price and
volumetric fluctuations associated with these expenses.

Interest rate risk

* PPL and its subsidiaries are exposed to interest rate risk associated with forecasted fixed-rate and existing floating-rate
debt issuances. PPL and WPD hold over-the-counter cross currency swaps to limit exposure to market fluctuations on
interest and principal payments from changes in foreign currency exchange rates and interest rates. LG&E utilizes over-
the-counter interest rate swaps to limit exposure to market fluctuations on floating-rate debt. PPL, LG&E and KU utilize
forward starting interest rate swaps to hedge changes in benchmark interest rates, when appropriate, in connection with
future debt issvances.

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

Equity securities price risk

¢ PPL and its subsidiaries are exposed to equity securities price risk associated with defined benefit plans. This risk is

significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery mechanisms in
place.

* PPL is exposed to equity securities price risk from future stock sales and/or purchases.

Foreign currency risk

¢ PPL is exposed to foreign currency exchange risk primarily associated with its investments in and earnings of UK,
affiliates.

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

PPL is exposed to credit risk from "in-the-money" interest rate and foreign currency derivatives with financial institutions, as
well as additional credit risk through certain of its subsidiaries, as discussed below.

In the event a supplier of LKE (through its subsidiaries LG&E and KU) or PPL Electric defaults on its obligation, those
entities would be required to seek replacement power or replacement fuel in the market, In general, subject to regulatory
review or other processes, appropriate incremental costs incurred by these entities would be recoverable from customers
through applicable rate mechanisms, thus mitigating the financial risk for these entities.
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PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval
process, daily monitoring of counterparty positions and the use of master netting agreements or provisions. These
agreements generally include credit mitigation provisions, such as margin, prepayment or collateral requirements. PPL and
its subsidiaries may request additional credit assurance, in certain circumstances, in the event that the counterparties' credit
ratings fall below investment grade, their tangible net worth falls below specified percentages or their exposures exceed an
established credit limit.

Master Netting Arrangements

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

PPL, LKE, LG&E and KU had no obligation to return cash collateral under master netting arrangements at June 30, 2015 and
December 31, 2014,

PPL, LKE and LG&E posted $9 million and $21 million of cash collateral under master netting arrangements at June 30,
2015 and December 31, 2014,

KU did not post any cash collateral under master netting arrangements at June 30, 2015 and December 31, 2014.

See "Offsetting Derivative Instruments” below for a summary of derivative positions presented in the balance sheets where a
right of setoff exists under these arrangements.

Interest Rate Risk
(PPL, LKE, LG&E and KU)

PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. Various financial
derivative instruments are ntilized to adjust the mix of fixed and floating interest rates in their debt portfolio, adjust the
duration of the debt portfolic and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk
limits under PPL's risk management program are designed to balance risk exposure to volatility in interest expense and
changes in the fair value of the debt portfolio due to changes in benchmark interest rates.

Cash Flow Hedges

(PPL)

Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future
anticipated financings. Financial interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge
floating interest rate risk associated with both existing and anticipated debt issuances. At June 30, 2015, PPL held an
aggregate notional value in interest rate swap contracts of $1.3 billion that range in maturity through 2045. The amount
outstanding includes swaps entered into by PPL on behalf of LG&E and KU. Realized gains and losses on the LG&E and
KU swaps are probable of recovery through regulated rates; as such, any gains and losses on these derivatives are included in
regulatory assets or liabilities and will be recognized in "Interest Expense" on the Statements of Income over the life of the
underlying debt at the time the underlying hedged interest expense is recorded.

At June 30, 2015, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $1.3 billion that range
in maturity from 2016 through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior
notes.

Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of
the originally specified time peried and any amounts previously recorded in AOCI are reclassified into earnings once it is
determined that the hedged transaction is probable of not occurring.

As a result of the June 1, 2015 spinoff of PPL Energy Supply, all PPL cash flow hedges associated with PPL Energy Supply
were ineffective and discontinued and therefore, reclassified into earnings and reflected in discontinued operations for the
three and six months ended June 30, 2015. See Note 8 for additional information. There were no such reclassifications for’
the three months ended June 30, 2014. For the six months ended June 30, 2014, PPL had an insignificant amount reclassified
into earnings associated with discontinued cash flow hedges.
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At June 30, 2015, the accumulated net unrecognized after-tax gains (losses) on qualifying derivatives that are expected to be
reclassified into earnings during the next 12 months were $(29) million. Amounts are reclassified as the hedged interest
expense is recorded.

(LKE, LG&E and KU)

Periodically, LG&E and KU enter into forward-starting interest rate swaps with PPL that have terms identical to forward-
starting swaps entered into by PPL with third parties. Realized gains and losses on all of these swaps are probable of
recovery through regulated rates; as such, any gains and losses on these derivatives are included in regulatory assets or
liabilities and will be recognized in "Interest Expense” on the Statements of Income over the life of the underlying debt at the
time the underlying hedged interest expense is recorded. At June 30, 20135, the total notional amount of forward starting
interest rate swaps outstanding was $1 billion (LG&E and KU each held contracts of $500 million). The swaps range in
maturity through 2045,

Economic Activity (PPL, LKE and LG&E)

LG&E enters into interest rate swap contracts that economically hedge interest payments on variable rate debt. Because
realized gains and losses from the swaps, including a terminated swap contract, are recoverable through regulated rates, any
subsequent changes in fair value of these derivatives are included in regulatory assets or liabilities until they are realized as
interest expense. Realized gains and losses are recognized in "Interest Expense” on the Statements of Income at the time the
underlying hedged interest expense is recorded. At June 30, 2015, LG&E held contracts with a notional amount of $179
million that range in maturity through 2033.

Foreign Currency Risk
{PPL}

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

Net Investment Hedges

PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in
WPD. The contracts outstanding at June 30, 2015 had a notional amount of £134 million (approximately $221 million based
on contracted rates). The settlement dates of these contracts range from November 2015 through June 2016.

At June 30, 2015, PPL had $13 million of accumulated net investment hedge after tax gains (losses) that were included in the
foreign currency translation adjustment component of AOCI, compared to $14 million at December 31, 2014.

Economic Activity

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated
earnings. At June 30, 2015, the total exposure hedged by PPL was approximately £1.6 billion (approximately $2.5 billion
based on contracted rates). These contracts had termination dates ranging from July 2015 through December 2017.

Accounting and Reporting
(All Registrants)

All derivative instruments are recorded at fair value on the Balance Sheet as an asset or liability unless NPNS is elected.
NPNS contracts for PPL and PPL Electric include certain full-requirement purchase contracts and other physical purchase
contracts, Changes in the fair value of derivatives not designated as NPNS are recognized currently in earnings unless
specific hedge accounting criteria are met and designated as such, except for the changes in fair values of LG&E's and KU's
interest rate swaps that are recognized as regulatory assets or regulatory liabilities. See Note 6 for amounts recorded in
regulatory assets and regulatory liabilities at June 30, 2015 and December 31, 2014.
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See Notes I and 17 in each Registrant's 2014 Form 10-K for additional information on accounting policies related to
derivative instruments,

(PPL)

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

June 30, 2015 December 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 Liahilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b) 3 59 3 5 3 o4 5 5
Cross-currency swaps (b) 3 28 3
Foreign currency
cantracts 12 3 42 17 § 12 3 67
Total current 40 59 42 22 12 97 67 5
Noncurrent:

Price Risk Management
Assets/Liabilities (a):

Interest rate swaps (b) 40 14 43
Cross-currency swaps (b) 35 29
Foreign currency
contracts 39 3 5 46 2
Total noncurrent 35 39 43 M 14 46 45
Total derivatives $ 75 8 59 § 81 8% 65 % 46 38 111 § 113 % 50

(a) Included in "Other cument assets”, "Other current liabilities”, "Other noncurrent assets" and "Other deferred credits and noncurrent liabilities” on the
Balance Sheets.
(b) Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and
regulatory liabilities for the periods ended June 30, 2015.

Three Months Six Months
Gain (Loss) Gain (Loss)
Recognized Recognized
in Income in Income

on Derivative  Gain (Loss)  on Derivative
Gain (Loss) (Ineffective Reclassified (Ineffective
Location of Reclassified Porticnand from AOCI Portion and

Derivative Gain Gain (Loss) from AOCI Amount into Amount
(i.oss) Recognized in Recognized into Income  Excluded from Income Excluded from
Derivative OCI (Effective Portion) in Income (Effective  Effectiveness (Effective Effectiveness
Relationships Three Months _Six Months on Derivative Portion) Testing) Portion) Testing)
Cash Flow Hedges:
Interest rate swaps $ 17 % (2) Interest expense $ 3 $ (7
Discontinued
operations ¥ n $ (7N
Cross-currency swaps 15 36 Interest expense 1 2
Other income
{expense) - net 15 32
Commodity contracts Discontinued
operations & 7 13 7
Total 3 32 8 34 $ 19 % 70 % 40 § (70)
Net Investment Hedges:
Foreign currency
contracts $ (17 3% (1)
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Derivatives Not Designated as

Location of Gain (Loss) Recognized in

Hedging Instruments Income on Derivative Three Months Six Months
Foreign currency contracts Other income (expense) - net $ (102) § (14)
Interest rate swaps Interest expense (2) (4)
Total $ (104) $ (18)
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets Three Months Six Months
Interest rate swaps Regulatory assets - noncurrent 3 7 3 3
Hedging Instruments Regulatory Liabilities/Assets Three Months Six Months
Interest rate swaps Regulatory assets - noncurrent $ 7 3 20

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI, or regulatory assets and
regulatory liabilities for the periods ended June 30, 2014.

Three Months Six Months
Gain (Loss) Gain (Loss)
Recognized Recognized
in Income in Income
en Derivative  Gain (Loss)  on Derivative
Gain (Loss) (Ineffective Reclassified (Ineffective
Locationof  Reclassified Portionand from AOCI Portion and
Derivative Gain Gain (Loss) from AOCI Amount into Amount
(Loss) Recognized in Recognized into Income Excluded from Income Excluded from
Derivative QCI (Effective Portion) in Income (Effective  Effectiveness (Effective Effectiveness
Relationships Three Months Six Months  on Derivative Portion) Testing) Portion) Testing)
Cash Flow Hedges:
Interest rate swaps $ (4 $ (60) Interest expense  § (4) $ s 2
Cross-currency swaps 9 (16) Interest expense 1 1
Other income
(expense) - net (29)
Commodity contracts Discontinued
operations 13 22
Total 3 (5) § {76) $ 10 3 (15) $ 2
Net Investment Hedges:
Foreign currency contracts § (14) § (18)
Derivatives Not Designated as Location of Gain (Loss) Recognized in
Hedging Instruments Income on Derivative Three Months Six Months
Foreign currency contracts Other income (expense) - net $ (72) % (96)
Interest rate swaps Interest expense 2) “)
Total 3 (74) $ (100)
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets Three Months Six Months
Interest rate swaps Regulatory assets - noncurrent $ 2) $ (6)
(LKE)
The following table presents the fair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.
June 30, 2015 December 31, 2014
Assets Liabhilities Assels Liabilities
Current;
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps $ 46 3 66
(a) Represents the location on the Balance Sheets.
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The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets for the periods ended June 30, 2015.

Derivative Instruments Location of Gain (Loss) Three Months Six Months

Interest rate swaps Regulatory assets - noncurrent § 76 8 20

(LG&E)

The following table presents the fair value and the location on the Balance Sheets of derivative instrumnents designated as
cash flow hedges.

June 30, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current;
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps $ 23 $ 33

(a) Represents the location on the Balance Sheets.

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets for the periods ended June 30, 2015.

Derivative Instruments Location of Gain (Loss) Three Months Six Months

Interest rate swaps Regulatory assets - noncurment 3 38 § 10

(KU)

The following table presents the fair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.

June 30, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps $ 23 $ 33

(a) Represents the location on the Balance Sheets.

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets for the periods ended June 30, 2015.

Derivative Instruments Location of Gain (Loss) Three Months Six Months
Interest rate swaps Regulatory assets - noncurrent $ 38 % 10
(LKE and LG &E)

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

June 30, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current;
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps $ 5 3 3
Total current 3 5
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June 30, 2015 December 31, 2014

Assets Liabilities Assets Liabilities
Noencurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps 40 43
Total nencurrent 40 43
Total derivatives § 45 § 48
(a) Represents the location on the Bafance Sheets.
The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in
income or regulatory assets for the periods ended June 30, 2015.
Location of Gain (Loss) Recognized in
Derivative Instruments Income on Derivatives Three Months Six Months
Interest rate swaps Interest expense $ 2) $ (4)
Location of Gain (Loss) Recognized in
Derivative Instruments Regulatory Assets Three Months Six Months
Interest rate swaps Regulatory assets - noncurrent $ 7 % 3
The following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in
income or regulatory assets for the periods ended June 30, 2014.
Location of Gain (Loss) Recognized in
Derivative Instruments Income on Derivatives Three Months Six Months
Interest rate swaps Interest expense 3 2) $ (4)
Location of Gain (Loss) Recognized in
Derivative Instruments Regulatory Assets Three Months Six Months
Interest rate swaps Regulatory assets - noncurrent $ {2) $ {6)

(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments

PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into
agreements pursuant to which they trade certain energy and other products. Under the agreements, upon termination of the
agreement as a result of a default or other termination event, the non-defaulting party typically would have a right to set off
amounts owed under the agreement against any other obligations arising between the two parties (whether under the
agreement or not), whether matured or contingent and irrespective of the currency, place of payment or place of booking of
the obligation.

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

Assets Liabilities
Eligible for Offset Eligible for Offset
Cash Cash
Derivative Collateral Derivative Collateral
Gross Instruments Received Net Gross Instruments Pledged Net

June 30, 2015
Treasury Derivatives

PPL 3 156 % 64 $ 92 $ 124§ 64 3 9 $ 51

LKE 91 9 82

LG&E 68 9 59

KU 23 23
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Assets Liabilities

Eligible for Offset Eligible for Offset
Cash Cash
Derivative Collateral Derivative Collateral
Gross Instruments Received Net Gross Instruments Pledged Net

December 31, 2014
Treasury Derivatives

PPL 3 159 % 65 $ 94 % 161 §% 65 % 21§ 75

LKE 114 20 94

LG&E 81 20 61

KU 33 33

Credit Risk-Related Contingent Features

Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would
permit the counterparties to require the transfer of additional collateral upon a decrease in the credit ratings of PPL, LKE,
LG&E and KU or certain of their subsidiaries. Most of these features would require the transfer of additional collateral or
permit the counterparty to terminate the contract if the applicable credit rating were to fall below investment grade. 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 investment grade affiliate were allowed, most of these credit contingent features require either
immediate payment of the net liability as a termination payment or immediate and ongoing full collateralization on derivative
instruments in net liability positions.

Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of
performance be provided if the other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's, and
KU's obligations under the contracts. A counterparty demanding adequate assurance could require a transfer of additional
collateral or other security, including letters of credit, cash and guarantees from a creditworthy entity. This would typically
involve negotiations among the parties. However, amounts disclosed below represent assumed immediate payment or
immediate and ongoing full collateralization for derivative instruments in net liability positions with "adequate assurance”
features.

(PPL, LKE and LG&E)
At June 30, 2015, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral

posted on those positions and the related effect of a decrease in credit ratings below investment grade are summarized as
follows:

PPL LKE LG&E
Aggregate fair value of derivative instruments in a net liability position with credit risk-related
contingent features 5 42 3 28 3 28
Aggregate fair value of collateral posted on these derivative instruments 9 9 9
Aggregate fair value of additional collateral requirements in the event of
a credit downgrade below investment grade (a) 33 19 19

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

The change in the carrying amount of goodwill for the six months ended June 30, 2015 was due to the effect of foreign
currency exchange rates on the U.K. Regulated segment,

16. Asset Retirernent Obligations
(PPL, LKE, LG&E and KU)

The changes in the carrying amounts of AROs were as follows.
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Balance at December 31, 2014
Accretion
Changes in estimated cash flow or settlement date
Effect of foreign currency exchange rates
Obligations settled

Balance at June 30, 2015

PPL LKE LG&E KU
3 336 % 285 § 4 3 211
8 7 2 5
163 163 46 117
@
(2) 2) (2)
3 503 % 453 §$ 120 § 333

Substantially all of the ARO balances are classified as noncurrent at June 30, 2015 and December 31, 2014,

In connection with the final CCR rule, LG&E and KU recorded increases of $162 million ($45 million at LG&E and $117
million at KU) to the existing AROs during the second quarter of 2015. Further increases to AROs or changes to current
capital plans or to operating costs may be required as estimates are refined based on closure developments, groundwater
monitoring results and regulatory or legal proceedings. PPL, LKE, LG&E and KU believe relevant costs relating to this rule
are subject to rate recovery. See Note 10 for information on the final CCR rule.

LG&E's and KU's accretion and ARO-related depreciation expense are recorded as a regulatory asset, such that there is no

net earnings impact.

17. Accumulated Other Comprehensive Income (Loss)

(PPL and LKE)

The after-tax changes in AOCI by component for the periods ended June 30 were as follows.

Foreign Unrealized gains (losses) Defined benefit plans
currency Available- Equity Prior Actuarial  Transition
translation for-sale Qualifying investees' service gain asset
adjustments  securities derivatives AOCI costs (loss) (obligation) Total

PPL
March 31, 2015 $ (352) $ 206 % 9 3 3 38 21718 % 1 (2310
Amounts arising during the period (83) 2 2] 6) 53 (13)
Reclassifications from AOCI 4] 27 38 64
Net OCI during the period (83) 1 48 (6) 91 51
Distribution of PPL Energy

Supply (Note 8) (207) (55) 238 (24)
June 30, 2015 3 435) 8 3 2 3 $ s (1349 $ 1 (2,284)
December 31, 2014 $ (286) $ 202 $ 20 § 13 38 (2205 S 1 (2.274)
Amounts arising during the period (149) 7 27 (6) 52 (69)
Reclassifications from AQCI (2) 10 (1) 76 83
Net OCI during the period (149) 5 37 (1) 6 128 14
Distribution of PPL Energy

Supply (Note 8) (207) (55) 238 (24)
June 30, 2015 3 435) § $ 2 $ 3)$ (349 % 1 (2,284)
March 31, 2014 $ 120 § 177 % 67 § 1 3 5% (1,79 3 1 (1,429)
Amounts arising during the period 3 14 (I (2) 8
Reclassifications from AQCI (H (5) 1 28 23
Net OCI during the period (3) 13 (6) 1 26 31
June 30, 2014 117§ 150 $ 61 $ 1 3 W% (1764 % 1 (1,398)
December 31, 2013 3 {n s 173 % 94 § 1 8% S (1817 3 1 (1,565)
Amounts arising during the period 128 19 4n (2) 98
Reclassifications from AQCI (2) 14 2 55 69
Net OCI during the peried 128 17 (33) 2 53 167
June 30, 2014 3 117§ 190 8 6l 3 1 $ s (764 8 1 (1,398)
LKE
March 31, 2015 ) m s 8 $ (36) (45)
Amounts arising during the period (8) (8)
Reclassifications from AQCI 1 1
Net OCI during the period 1 (8) N
June 30,2015 b} (I $ M $ (44 (52)
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December 31, 2014

Amounts arising during the period
Reclassifications from AOCI

Net OCI during the period

June 30, 2015

March 31, 2014

Amounts arising during the period
Net OCI during the period

June 30, 2014

December 31, 2013

Amounts arising during the period
Reclassifications from AOCI

Net OCI during the period

June 30, 2014

(PPL)

Foreign Unrealized gains (losses) Defined benefit plans
Currency Available- Equity Prior Actuarial  Transition
translation for-sale Qualifying investees' service gain asset
adjustments  securities derivatives AOCI costs (loss) (obligation) Total
$ (8 3 (37) $ (45)
® (8)
$ )] 1 1 1
) 1 (7) (7
3 () 3 Mms A4 3 (52)
$ 2 3 14 3 12
@ €3]
2) @)
$ [N 12 5 10
3 i3 2) 3 14 $ 13
@ @
1) (M
(1) (2) (3
$ 2) § 12 $ 10

The following table presents the gains (losses) and related income taxes for reclassifications from AOCI for the periods
ended June 30. The defined benefit plan components of AOCI are not reflected in their entirety in the statement of income
during the periods; rather, they are included in the computation of net periodic defined benefit costs (credits). See Note 9 for

additional information.

Three Months Six Months Affected Line Item on the
Details about AQCI 2015 2014 2015 2014 Statements of Income

Available-for-sale securities 3 2 2 % 4 % 4 Other Income (Expense) - net
Total Pre-tax 2 2 4 4
Income Taxes (1) (1) (2) (2)
Total After-tax 1 1 2 2
Qualifying derivatives

Interest rate swaps )] 4) [€))] (7) Interest Expense

{77 7 Discontinued operations
Cross-currency swaps 15 32 (29) Other Income (Expense) - net
1 1 2 1 Interest Expense

Energy commodities 13 13 20 22 Discontinued operations
Total Pre-tax (&1} 10 (30) (13)
Income Taxes 24 (3) 20 (1)
Total After-tax 27 5 (10} (14)
Equity investees' AOCI 2 Other Income (Expense) - net
Total Pre-tax 2
Income Taxes (1)
Total After-tax 1
Defined benefit plans

Prior service costs (2) (4)

Net actuarial loss (50) (36) (101) (72)
Total Pre-tax [&10)] (38) (101} (76)
Income Taxes 12 9 25 19
Total After-tax (38) (29) (76) (57)
Total reclassifications during the period $ (64) (23) $ (83) $ (69)
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18. New Accounting Guidance Pending Adoption

(All Registrants)

Accounting for Revenue from Contracts with Customers

In May 2014, the Financial Accounting Standards Board (FASB) issued accounting guidance that establishes a
comprehensive new model for the recognition of revenue from contracts with customers. This model is based on the core
principle that revenue should be recognized to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.

This guidance can be applied using either a full retrospective or modified retrospective transition method. The FASB has
affirmed a recent proposal to defer the effective date of the standard by one year, which for public business entities, would
result in initial application of this guidance in annual reporting periods beginning after December 15, 2017 and interim
periods within those years. The proposed standard allows entities to early adopt the guidance as of the original effective date
of the standard, which for public business entities is annual reporting periods beginning after December 15, 2016. Pending
the FASB's issuance of the effective date deferral, the Registrants expect to adopt this guidance effective January 1, 2018,

The Registrants are currently assessing the impact of adopting this guidance, as well as the transition method they will use.

Reporting Uncertainties about an Entity's Ability to Continue as a Going Concern

In August 2014, the FASB issued accounting guidance which will require management to assess, for each interim and annual
period, whether there are conditions or events that raise substantial doubt about an eatity's ability to continue as a going
concern, Substantial doubt about an entity's ability to continue as a going concern exists when relevant conditions and
events, considered in the aggregate, indicate that it is probable that the entity will be unable to meet its obligations as they
become due within one year after the date the financial statements are issued.

When management identifies conditions or events that raise substantial doubt about an entity's ability to continue as a going
concern, management is required to disclose information that enables users of the financial statements to understand the
principal conditions or events that raised substantial doubt about the entity's ability to continue as a going concern and
management's evaluation of the significance of those conditions or events. If substantial doubt about the entity's ability to
continue as a going concern has been alleviated as a result of management's plan, the entity should disclose information that
allows the users of the financial statements to understand those plans. If the substantial doubt about the entity's ability to
continue as a going concern is not alleviated by management's plans, management's plans to mitigate the conditions or events
that gave rise to the substantial doubt about the entity's ability to continue as a going concern should be disclosed, as well as a
statement that there is substantial doubt the entity's ability to continue as a going concern within one year after the date the
financial statements are issued.

For all entities, this guidance should be applied prospectively within the annual perieds ending after December 15, 2016, and
for annual periods and interim periods thereafter. Early adoption is permitted.

The Registrants will adopt this guidance for the annual period ending December 31, 2016. The adoption of this guidance is
not expected to have a significant impact on the Registrants.

Determining Whether the Host Contract in a Hybrid Financial Instrument Issued in the Form of a Share Is More
Akin to Debt or to Equity

In November 2014, the FASB issued guidance that clarifies how current accounting guidance should be interpreted when
evaluating the economic characteristics and risks of a host contract of a hybrid financial instrument issued in the form of a
share. This guidance does not change the current criteria for determining whether separation of an embedded derivative
feature from a hybrid financial instrument is required. Entities are still required to evaluate whether the economic risks of the
embedded derivative feature are clearly and closely related to those of the host contract, among other relevant criteria.

An entity should consider the substantive terms and features of the entire hybrid financial instrument, including the
embedded derivative feature being evaluated for bifurcation, in evaluating the nature of the host contract to determine
whether the host contract is more akin to a debt instrument or more akin to an equity instrument. An entity should assess the
relative strength of the debt-like and equity-like terms and features when determining how to weight those terms and features.
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For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2015 and should be applied using a modified retrospective method for existing hybrid financial
instruments issued in the form of a share as of the beginning of the fiscal year the guidance is adopted. Early adopticn is
permitted. Retrospective application is permitted but not required.

The Registrants will adopt this guidance on January 1, 2016. The adoption of this guidance is not expected to have a
significant impact on the Registrants.

Income Statement Presentation of Extraordinary and Unusual Items

In January 2015, the FASB issued accounting guidance that eliminates the concept of extraordinary items, which requires an
entity to separately classify, present in the income statement and disclose material events and transactions that are both
unusual and occur infrequently. The requirement to report material events or transactions that are unusual or infrequent as a
separate component of income from continuing operations has been retained, as has the requirement to separately present the
nature and financial effects of each event or transaction in the income statement as a separate component of continuing
operations or disclose them within the notes to the financial statements. The scope of these requirements has been expanded
to include items that are both unusual and occur infrequently.

For all entities, this guidance is effective for fiscal years beginning after December 15, 2015, and interim periods within those
fiscal years. Early adoption is permitied provided that an entity applies the guidance from the beginning of the fiscal year of
adoption. The guidance may be applied either retrospectively or prospectively.

The Registrants will adopt this gnidance on Januvary 1, 2016. The adoption of this guidance is not expected to have a
significant impact on the Registrants.

Simplifying the Presentation of Debt Issuance Costs

In April 2015, the FASB issued accounting guidance to simplify the presentation of debt issuance costs by requiring debt
issnance costs to be presented on the balance sheet as a direct deduction from the carrying amount of the asscciated debt
liahility, consistent with the presentation of debt discounts.

For public business entities, this guidance should be applied retrospectively for financial statements issued for fiscal years
beginning after December 15, 2015 and interim periods within those fiscal years. Early adoption is permitted.

The Registrants will adopt this guidance on January 1, 2016. The adoption of this guidance will require the Registrants to

reclassify debt issuance costs from assets to long-term debt, and is not expected to have a significant impact on the
Registrants.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations

(All Registrants)

This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations” is separately
filed by PPL Corporation, PPL Electric, LKE, LG&E and 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 Registrants’ Condensed Consolidated Financial Statements and the
accompanying Notes and with the Registrants' 2014 Form 10-K. Capitalized terms and abbreviations are defined in the
glossary. Dollars are in millions, except per share data, unless otherwise noted.

"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following
information:

+ "Overview" provides a description of each Registrant's business strategy, a description of key factors expected to
impact future earnings and a discussion of important financial and operational developments.

¢ "Results of Operations" for PPL provides a detailed analysis of earnings by segment, and for PPL Electric, LKE,
LG&E and KU, includes a summary of earnings. For all Registrants, "Margins" provides explanations of non-
GAAP financial measures and "Statement of Income Analysis" addresses significant changes in principal line items
on the Statements of Income, comparing the three and six months ended June 30, 2015 with the same periods in
2014.

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

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

Overview
Introduction
(PPL)

PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries,
delivers electricity to customers in the U.K., Pennsylvania, Kentucky, Virginia and Tennessee; delivers natural gas to
customers in Kentucky; and generates electricity from power plants in Kentucky, In June 2014, PPL and PPL Energy Supply
executed definitive agreements with affiliates of Riverstone to combine their competitive power generation businesses into a
new, stand-alone, publicly traded company named Talen Energy. The transaction was completed on June 1, 2015, See
"Financial and Operational Developments - Other Financial and Operational Developments - Spinoff of PPL Energy Supply"
below for additional information,
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PPL's principal subsidiaries are shown below (* denotes an SEC registrant).

PPL Corporation*
PPL Capital Funding
I |
PPL Global LKE* PPL Electric*
® Engages in the regulated ® Engages in the regulated
distribution of electricity in transmission and distribution
the U.K. of electricity in Pannsylvania

|
LG&E*

# Engages in the regulated
generation, transmission,
distribution and sale of
efectricity and distribution and
sale of natural gas in Kentucky

1
Ku*
® Engages in the regulated
generation, transmission,
distribution and sale of
electricity, primarily in
Kentucky

rmwmrrm =
[ ————

U.K. Kentucky Pennsylvania
Regulated Segment Regulated Segment . Regulated Segment

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

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

(PPL Electric)

PPL Electric, headquartered in Allentown, Pennsylvania, is a direct wholly owned subsidiary of PPL and a regulated public
utility that is an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is
subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of
FERC under the Federal Power Act. PPL Electric delivers electricity in its Pennsylvania service area and provides electricity
supply to retail customers in that area as a PLR under the Customer Choice Act.

(LKE)

LKE, headquartered in Louisville, Kentucky, is 2 wholly owned subsidiary of PPL and a holding company that owns
regulated utility operations through its subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets.
LG&E and KU are engaged in the generation, transmission, distribution and sale of electricity. LG&E also engages in the
distribution and sale of natural gas. LG&E and KU maintain their separate corporate identities and serve customers in
Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name and in
Tennessee under the KU name.

(LG&E)

LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmission, distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is
subject to regulation as a public utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of
the FERC under the Federal Power Act.

(KU)

KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmission, distribution and sale of electricity in Kentucky, Virginia and Tennessee. KU is subject to regulation
as a public utility by the KPSC, the VSCC and the Tennessee Regulatory Authority, and certain of its transmission and
wholesale power activities are subject to the jurisdiction of the FERC under the Federal Power Act. KU serves its Virginia
customers under the Old Dominion Power name and its Kentucky and Tennessee custorners under the KU name.
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Business Strategy

{All Registrants)

The strategy for the regulated businesses of WPD, PPL Electric, LG&E and KU is to provide efficient, reliable and safe
operations and strong customer service, maintain constructive regulatory relationships and achieve timely recovery of costs.
These regulated businesses also focus on achieving stable, long-term growth in earnings and rate base, or RAV, as applicable.
Both rate base and RAV are expected to grow for the foreseeable future as a result of significant capital expenditure
programs to maintain existing assets and to improve system reliability and, for LKE, LG&E and KU, to comply with federal
and state environmental regulations related to coal-fired electricity generation facilities.

For the U.K. regulated businesses, effective April 1, 2015 under the RIIO-ED1 price control period, 80% of network related
expenditures are added to the RAV and, together with adjustments for inflation as measured by Retail Price Index (RPI) and
areturn on RAV, recovered through allowed revenue with the remaining 20% of expenditures being recovered in the current
regulatory year. RAYV is intended to represent expenditures that have a Iong-term benefit to WPD (similar to capital projects
for the U.S. regulated businesses). The RAV balance at March 31, 2015 will continue to be recovered over 20 years and
additions after April 1, 2023 will be recovered over 45 years; a transitional arrangement will gradually change the
recoverable life during the current eight-year price control period, resulting in an expected average useful life of 35 years for
RAV additions in that period. In addition, incentive targets have been adjusted in RIIO-ED1, resulting in lower total
available incentive revenues. See "Financial and Operational Developments - Other Financial and Operational Developments
- RIIO-ED1" below for additional information.

For the U. S. regulated businesses, recovery of capital project costs is achieved through various rate-making mechanisms,
including periodic base rate case proceedings, annual FERC formula rate mechanisms, and other regulatory agency-approved
recovery mechanisms. In Kentucky, the KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel
adjustment clause, gas supply clause and recovery on certain construction work-in-progress) that reduce regulatory lag and
provide timely recovery of and return on, as appropriate, prudently incurred costs. In Pennsylvania, the FERC transmission
formula rate, DSIC mechanism and other recovery mechanisms are in place to reduce regulatory lag and provide for timely
recovery of and a return on, prudently incurred costs,

To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is
to maintain investment grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and
operational risk management programs that, among other things, are designed to monitor and manage exposure to earnings
and cash flow volatility related, as applicable, to changes in interest rates, foreign currency exchange rates and counterparty
credit quality. To manage these risks, PPL generally uses contracts such as forwards, options, and swaps.

(PPL)

Earnings generated by PPL's U.K. subsidiaries are subject to foreign currency translation risk. The U.K. subsidiaries also
have currency exposure to the U.S. dollar to the extent 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 of both interest rate
and foreign currency exchange contracts.

Following the June 1, 2015 spinoff of PPL Energy Supply, PPL has no continuing ownership interest in, control of, or
affiliation with Talen Energy and Talen Energy Supply (formerly, PPL Energy Supply). The transaction is intended to be
tax-free to PPL and its shareowners for U.S. federal income tax purposes.

Going forward, PPL's focus will be on its regulated utility businesses in the UK., Kentucky and Pennsylvania, serving more
than 10 million customers. PPL intends to maintain a strong balance sheet and manage its finances consistent with
maintaining investment grade credit ratings and providing a competitive total shareowner return, including an attractive
dividend. Excluding costs required to provide transition services to Talen Energy and following the spinoff transaction, PPL
expects to reduce annual ongoing corporate support costs by approximately $75 million.

See "Financial and Operational Developments - Other Financial and Operational Developments - Costs of Spinoff” and "Loss
on Spinoff" below for additional information.
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Financial and Operational Developments

Earnings (PPL)

PPL's earnings by reportable segments for the periods ended June 30 were as follows:

Three Months Six Months
2015 2014 $ Change 2015 2014 $ Change

U.K. Regulated $ 190 $ 187§ 3 % 565 § 393 3 172
Kentucky Regulated 47 58 (an 156 165 )
Pennsylvania Regulated 49 52 ()] 136 137 (1)
Corporate and Other (a) (36) (67) 3] (55) (76) 21
Income from Continuing Operations

After Income Taxes 250 230 20 302 619 183
Discontinued Operations (b) (1,007) I (1,006) (912) {(74) (838)
Net Income (Loss) $ (757 § 2290 % (986) % 110y 3 545 % (655)
Income from Continuing Operations

After Income Taxes
EPS - basic $ 037 % 0.35 0.2 % 120 % 096 % 0.24
EPS - diluted {c) $ 037 & 034 003 % .19  § 094 § 0.25
Net Income (Loss)
EPS - basic $ (1.13) 3 035 (1.48) $ .17 $ 084 % (1.01)
EPS - diluted (c) 3 (L13) $ 0.34 (147 % 0.17) 3% 083 3 (1.00)

(2) Primarily includes unallocated corporate-level financing and other costs. Also includes certain costs related to the spinoff of PPL Energy Supply. See
the following table of special items for additional information,

(b) As aresult of the spinoff of PPL Energy Supply, substantially representing PPL's Supply segment, the eamings of the Supply segment are included in
Discontinued Operations. Included is an $879 million charge reflecting the difference between PPL's recorded value for the Supply segment and its
estimated fair value as of the spinoff date, determined in accordance with applicable accounting rules under GAAP. See Note § to the Financial
Statements for additional information.

(c) See Note 4 to the Financial Statements for information on the Equity Units' impact on the calculation of diluted EPS.

The following after-tax gains (losses), in total, which management considers special items, impacted PPL's results for the
periods ended June 30. See PPL's "Results of Operations - Segment Earnings” for details of each segment's special items.

Three Months Six Months
2015 2014 Change 2015 2014 $ Change
UK. Regulated $ 33) % B3y 3 20 3 (9 § ©®1 77
Kentucky Regulated 12 1 (13) (12) i (13)
Pennsylvania Regulated ) 4 @) 4
Corporate and Other (a) (14) (50 36 20) (52) 32
Discontinued Operations (b) {1,007) (1 (1,006) {912) (74) (838)
Total PPL $ (1.086) 3 (87) % 999) $ (958) § (2200 $ (738)

(@) 2015 primarily includes transition costs related to the spinoff of PPL Energy Supply. 2014 primarily includes $46 million of deferred income tax
expense to adjust valuation allowances that were previously supported by the earnings of PPL Energy Supply. See Note 8 for additional information
on the spinoff.

(b) Asaresult of the spinoff of PPL Energy Supply, substantially representing PPL's Supply segment, the earnings of the Supply segment are included in
Discontinued Operations and considered to be a special item. Included is an $879 million charge reflecting the difference between PPL's recorded
value for the Supply segment and its estimated fair value as of the spinoff date, determined in accordance with applicable accounting rules under
GAAP. Sce Note 8 to the Financial Statements for additional information,

2015 Outlook
(PPL)

Excluding special itemns, higher earnings are expected in 2015 compared with 2014, after adjusting 2014 to include certain
dissynergies in the Corporate and Other category related to the spinoff of PPL Energy Supply. This increase is primarily
attributed to increases in the U.K. Regulated and Kentucky Regulated segments and lower Corporate and Other charges. The
following projections and factors underlying these projections (on an after-tax basis) are prov1ded for PPL's segments and the
Corporate and Other category and the related Registrants.
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{PPL's U.K. Regulated Segment)

Excluding special items, higher earnings are projected in 2015 compared with 2014, primarily driven by lower income taxes
and lower depreciation expense, partially offset by lower utility revenue as WPD transitions (o a new eight-year price control
period (RIIO-ED1) effective April 1, 2015. The remaining 2015 foreign currency earnings exposure for this segment is fully
hedged.

(PPL's Kentucky Regulated Segment and LKE, LG&E and KU)

Excluding special items, higher earnings are projected in 2015 compared with 2014, primarily driven by electric and gas base
rate increases effective July 1, 2015, and returns on additional environmental capital investments, partlal]y offset by higher
operation and maintenance expense, higher depreciation and higher financing costs.

(PPL's Pennsylvania Regulated Segment and PPL Electric)

Excluding special items, lower earnings are projected in 2015 compared with 2014, primarily driven by higher operation and
maintenance expense, higher depreciation, higher financing costs and a benefit recorded in the first quarter of 2014 for a
change in estimate of a regulatory liability, partially offset by higher transmission margins and returns on distribution
improvement capital investments.

(PPL's Corporate and Other Category)

Excluding special items, lower costs are projected in 2015 compared with 2014, after adjusting 2014 to include certain
dissynergies in the Corporate and Other category related to the spinoff of PPL Energy Supply, primarily driven by the
reduction of those dissynergies in 2015 through corporate restructuring efforts and lower income taxes.

{All Registrants)

Earnings in future periods are subject to various risks and uncertainties. See "Forward-Looking Information,” the rest of this
Item 2, Notes 6 and 10 to the Financial Statements and "Item 1 A, Risk Factors" in this Form 10-Q (as applicable) and

"Ttem 1. Business" and "Item 1 A. Risk Factors" in the Registrants' 2014 Form 10-K for a discussion of the risks, uncertainties

and factors that may impact future earnings.

Other Financial and Operational Developments

Regulatory Requirements
(PPL, LKE, LG &E and KU)

The businesses of LKE, LG&E and KU are subject to extensive federal, state and local environmental laws, rules and
regulations, including those pertaining to CCRs, GHG, ELGs and MATS. See "Financial Condition - Environmental
Matters" below for additional information on these requirements. These and other stringent environmental requirements have
led PPL, LKE, LG&E and KU, to announce plans to close certain of their coal-fired generating plants.

As a result of the environmental requirements discussed above, LKE projects $2.2 billion ($1.1 billion each at LG&E and
KUj) in capital investment over the next five years and anticipates retiring two coal-fired units at KU no later than early 2016
with a combined summer capacity rating of 161 MW, L.G&E retired a 240 MW coal-fired unit in March 2015 and two
additional coal-fired vnits, with a combined summer capacity rating of 323 MW, in June 2015 at the Cane Run plant. The
retirement of these units is not expected to have a material impact on the financial condition or results of operations of PPL,
LKE, LG&E and KU.

(All Registranis)

The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results
of operations.
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(PPL)
Spinoff of PPL Energy Supply

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstone to spin off PPL
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. The transaction was subject to customary closing conditions, including
receipt of regulatory approvals from the NRC, FERC, DOJ and PUC, all of which were received by mid-April 2015. On
April 29, 2015, PPL's Board of Directors declared the June 1, 2015 distribution to PPL's shareowners of record on May 20,
2015 of a newly formed entity, Holdco, which at closing owned all of the membership interests of PPL Energy Supply and all
of the common stock of Talen Energy.

Immediately following the spinoff on June 1, 2015, Holdco merged with a special purpose subsidiary of Talen Energy, with
Holdco continuing as the surviving company to the merger and as a wholly owned subsidiary of Talen Energy and the sole
owner of PPL Energy Supply. Substantially contemporaneous with the spinoff and merger, RJS Power was contributed by its
owners to become a subsidiary of Talen Energy. PPL sharecwners received approximately 0.1249 shares of Talen Energy
common stock for each share of PPL common stock they owned on May 20, 2015. Pollowing completion of these
transactions, PPL shareowners owned 65% of Talen Energy and affiliates of Riverstone owned 35%. The spinoff had no
effect on the number of PPL common shares owned by PPL shareowners or the number of shares of PPL common stock
outstanding. The transaction is intended to be tax-free to PPL and its shareowners for U.S. federal income tax purposes.

PPL has no continuing ownership interest in, control of, or affiliation with Talen Energy and Talen Energy Supply (formerly
PPL Energy Supply).

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 of the June I, 2015 spinoff date.

PPL considered several valuation methodologies to derive a fair value estimate of its Supply segment at the spinoff date.
These methodologies included considering the closing "when-issued” Talen Energy market value on June 1, 2015 (the spinoff
date) adjusted for the proportional share of the equity value attributable to the Supply segment, as well as the valuation
methods consistently used in PPL's goodwill impairment assessments - an income approach using a discounted cash flow
analysis of the Supply segment and an alternative market approach considering market multiples of comparable companies.

Although the market value of Talen Energy approach utilized the most observable inputs of the three approaches, PPL
considered certain limitations of the "when-issued" trading market for the spinoff transaction including the short trading
duration, lack of liquidity in the market and anticipated initial Talen stock ownership base selling pressure, among other
factors, and concluded that these factors limit this input being solely determinative of the fair value of the Supply segment.
As such, PPL also considered the other valuation approaches in estimating the overall fair value, but ultimately assigned the
highest weighting to the Talen Energy market value approach.

The following table summarizes PPL's fair value analysis:

Weighted
Fair Value
Approach Weighting {in billions)
Talen Energy Market Value 50% $ 1.4
Income/Discounted Cash Flow 30% 1.1
Alternative Market (Comparable Company) 20% 07
Estimated Fair Value 3 3.2

A key assumption included in the fair value estimate is the application of a control premium of 25% in the two market
approaches. PPL concluded it was appropriate to apply a control premium in these approaches as the goodwill impairment
testing guidance was followed in determining the estimated fair value of the Supply segment which has historically been a
reporting unit for PPL. This guidance provides that the market price of an individual security (and thus the market
capitalization of a reporting unit with publically traded equity securities) may not be representative of the fair value of the
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 of a
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Company's individual share of stock does not reflect this additional value te a controlling shareholder. Therefore, the quoted
market price need not be the sole measurement basis for determining the fair value, and including a control premium is
appropriate in measuring the fair value of a reporting unit.

In determining the control premium, PPL reviewed premiums received during the last five years in market sales transactions
obtained from observable independent power producer and hybrid utility transactions greater than $1 billion. Preminms for
these transactions ranged from 5% to 42% with a median of approximately 25%. Given these metrics, PPL concluded a
control premium of 25% to be reasonable for both of the 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 were consistent with assumptions used in the Energy Supply portion of the
recent Talen Energy business planning process and a market participant discount rate.

Using these methodologies and weightings, PPL determined the estimated fair value of the Supply segment (Classified as
Level 3) was below its carrying value of $4.1 billion and recorded a loss on the spinoff of $879 million, which is reflected in
discontinued operations and is nondeductible for tax purposes. This amount served to reduce the basis of the net assets
accounted for as a dividend at the June 1, 2015 spinoff date.

Costs of Spinoff

Following the announcement of the transaction to form Talen Energy as discussed in "Business Strategy” above, efforts were
initiated to identify the appropriate staffing for Talen Energy and for PPL and its subsidiaries following completion of the
spinoff. Organizational plans were substantially completed in 2014, The new organizational plans identified the need to
resize and restructure the organizations and as a result, in 2014, estimated charges for employee separation benefits were
recorded. See Note 8 in the 2014 Form 10-K for additional information. The separation benefits include cash severance
compensation, lump surm COBRA reimbursement payments and outplacement services. Most separations and payment of
separation benefits are expected to be completed by the end of 2015. At June 30, 2015 and December 31, 2014, the recorded
liabilities related to the separation benefits were $13 million and $21 million, which are included in "Other current liabilities"
on the Balance Sheets.

Additional employee-related costs incurred primarily include accelerated stock-based compensation and pro-rated
performance-based cash incentive and stock-based compensation awards, primarily for PPL Energy Supply employees and
for PPL Services employees who became PPL Energy Supply employees in connection with the transaction. PPL Energy
Supply recognized $24 million of these costs at the spinoff closing date which are reflected in discontinued operations.

PPL recorded $36 million and $42 million of third-party costs related to this transaction during the three and six months
ended June 30, 2015. Of these costs, $29 million and $31 million were primarily for bank advisory, legal and accounting
fees to facilitate the transaction, and are reflected in discontinued operations. An additional $7 million and $11 million of
consulting and other costs were incurred to prepare the new Talen Energy organization for the spinoff and reconfigure the
remaining PPL service functions. These costs are primarily recorded in "Qther operation and maintenance” on the Statement
of Income. PPL recorded $16 million of third-party costs related to this transaction during the three and six months ended
June 30, 2014. No significant additional third-party costs are expected to be incurred.

At the close of the transaction, $72 million ($42 million after-tax) of cash flow hedges, primarily unamortized losses on PPL
interest rate swaps recorded in AOCI and designated as cash flow hedges of PPL Energy Supply's future interest payments,
were reclassified into earnings and reflected in discontinued operations.

Discontinued Operations

The operations of the Supply segment are included in "Income (Loss) from Discontinued Operations (net of income taxes)”
on the Staternents of Income.

The assets and liabilities of PPL's Supply segment for all periods prior to the spinoff are included in "Current assets of
discontinued operations”, "Noncurrent assets of discontinued operations”, "Current liabilities of discontinued operations” and
"Noncurrent Habilities of discontinued operations” on PPL's Balance Sheet.

Net assets, after recognition of the loss on spinoff, of $3.2 billion were distributed to PPL shareowners on June 1, 2015, as a
result of the completion of the spinoff of PPL Energy Supply.
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See Note 8 to the financial statements for additional information related to the spinoff of PPL Energy Supply.
RIIO-ED1

On April 1, 2015, the RIIO-ED1 eight-year price control period commenced for WPD's four DNOs. In February 2014,
Ofgem published formal confirmation that WPD's Business Plans submitted by its four DNOs under RIIO-ED1 were
accepted as submitted, or "fast-tracked." Fast tracking affords several benefits to the WPD DNOs including the ability to
collect additional revenue equivalent to 2.5% of total annual expenditures during the eight-year price control period, or
approximately $43 million annually, greater revenue certainty and a higher level of cost savings retention. See "ltem 1.
Business - Segment Information - U.K. Regulated Segment" of PPL's 2014 Form 10-K for additional information on RI10-
EDI.

Depreciation

Effective January 1, 2015, after completing a review of the useful lives of its distribution network assets, WPD extended the
weighted average useful lives of these assets to 69 years from 55 years. For the three and six months ended June 30, 2015,
this change in useful lives resulted in lower depreciation of $22 million ($17 million after-tax or $0.03 per share) and $42
million ($33 million after-tax or $0.05 per share). It is expected to result in an annual reduction in depreciation of
approximately $86 million ($68 million after-tax or $0.10 per share) in 2015.

IRS Audits for 1998 - 2011

In February 2015, PPL and the IRS Appeals division reached a settlement on the amount of PPL's refund from its open audits
for the years 1998 - 2011. In April 2015, PPL was notified that the Joint Committee on Taxation approved PPL's settlement.
In the second quarter of 2015, PPL recorded a tax benefit of $23 million, which includes an estimate of interest on the refund.
Of this amount, $11 million is reflected in continuing operations. Final determination of interest on the refund is still pending
from the IRS.

(PPL and PPL Electric)
Rate Case Proceedings

On March 31, 2015, PPL Electric filed a request with the PUC for an increase in its annual distribution revenue requirement
of approximately $167.5 million. The proposal would result in a rate increase of 3.9% on a total bill basis and is expected to
become effective on January 1, 2016. PPL Electric's application includes a request for an authorized return-on-equity of
10.95%. The application is based on a fully projected future test year of January 1., 2016 through December 31, 2016.

Concurrently, PPL Electric filed a petition requesting a waiver of the DSIC cap of 5% of billed revenues and approval to
increase the maximum allowable DSIC from 5% to 7.5% for service rendered after January 1, 2016. PPL Electric requested
that the PUC consolidate these two proceedings and the Administrative Law Judge granted PPL Electric's request.

(PPL, LKE and KU)
FERC Wholesale Formula Rates

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale
requirements power sales to 12 municipal customers. Among other changes, the application requests an amended formula
whereby KU would charge cost-based rates with a subsequent true-up to actual costs, replacing the current formula which
does not include a true-up. KU's application proposed an authorized return on equity of 10.7%. Certain elements, including
the new formula rate, became effective April 23, 2014, subject to refund. In April 2014, nine municipalities submitted
notices of termination, under the original notice period provisions, to cease taking power under the wholesale requirements
contracts. Such terminations are to be effective in 2019, except in the case of one municipality with a 2017 effective date. In
addition, a tenth municipality has become a transmission-only customer as of June 2015. In July 2014, KU agreed on
settlement terms with the two municipal customers that did not provide termination notices and filed the settlement proposal
with the FERC for its approval. In August 2014, the FERC issued an order on the interim settlement agreement allowing the
proposed rates to become effective pending a final order. If approved, the settlement agreement will resolve the rate case
with respect to these two municipalities, including approval of the formula rate with a true-up provision and authorizing a
return on equity of 10% or the return on equity awarded to other parties in this case, whichever is lower. In July 2015, KU
and the nine terminating municipalities reached a settlement in principle which, subject to FERC approval, would resolve
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