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. '

(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 annunal 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 GL.T 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,

(LKE and KU)
On June 30, 2015, KU filed an application with the VSCC to increase annual Virginia base electricity revenue by
approximately $7.2 million, representing an increase of 10.1%. KU's application is based on an authorized 10.5% return on

equity. Subject to regulatory review and approval, new rates would become effective April 1, 2016,

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 and Pennsylvania Gross Delivery Margins) and a reconciliation
of non-GAAP financial measures to "Operating Income.” The "Statement of Income Analysis" discussion addresses
significant changes in principal line items on PPL's Statements of Income, comparing the three and six months ended

June 30, 2015 with the same periods 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. Resuits 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"
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. "Earnings, Margins and Statement of Income Analysis" i presented separately
for PPL Electric, LKE, LG&E and KU.

(All Registrants)

The results for interim periods can be disproportionately influenced by numerous factors and developments and by seasonal
variations. As such, the results of operations for interim periods do not necessarily indicate results or trends for the year or
future periods,
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PPL: Segment Earnings, Margins and Statement of Income Analysis
Segment Earnings

U.K. Regulated Segment

The U.K. Regulated segment consists of PPL. Global which primarily includes WPD's regulated electricity distribution
operations, 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
70% of PPL's Income from Continuing Operations After Income Taxes for the six months ended June 30, 2015 and 42% of
PPL's assets at June 30, 2015.

Net Income for the periods ended June 30 includes the following results.

Three Months Six Months
2015 2014 $ Change 2015 2014 $ Change

Ultility revenues $ 575 § 659 § 84 $ 1,261 § 1296 % (35)
Energy-related businesses 12 13 (1) 23 24 (1

Total operating revenues 587 672 (85) 1,284 1,320 {(36)
QOther operation and maintenance 96 117 (20 199 225 (26)
Depreciation 59 87 (28) 118 170 (52)
Taxes, other than income 37 40 (3) 73 78 )
Energy-related businesses 8 8 15 15

Total operating expenses 200 252 (52) 405 488 (83)
Other Income (Expense) - net (100) 72) (28) (12) (96) 84
Interest Expense 103 115 (12) 203 237 (34)
Income Taxes . (6) 46 (52) 99 106 (7)
Net Income $ 190 § 187 § 3 3 565 % 393 % 172

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 Six Months

UK.
Utility revenues $ 21 % 12
Other operation and maintenance 11 7
Depreciation 22 42
Interest expense 1 1
Other (1) )
Income taxes 7 1
us.
Interest expense and other 2 11
Income taxes 11 19
Foreign currency exchange, after-tax ) (K)]
Special items, after-tax (20) 77
Total $ 3 3 172
U.K.

s Lower utility revenues for the three month period primarily due to $33 million from the April 1, 2015 price decrease
primarily resulting from the commencement of RTIIO-ED1, partially offset by $12 million of higher volume primarily due
to weather.

= Higher utility revenues for the six month period primarily due to $46 million from the April 1, 2014 price increase,
partially offset by $37 million from the April 1, 2015 price decrease primarily resulting from the commencement of RIIQ-
EDI1.

» Lower other operation and maintenance for the three month period primarily due to $9 million of lower network
maintenance expense.
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e Lower depreciation expense for the three and six month periods primarily due to a $22 million and $42 million impact of
an extension of the network asset lives. See Note 2 to the Financial Statements for additional information.

U.s.
e Lower income taxes for the three and six month periods primarily due to decreases in taxable dividends.

The following after-tax gains (losses), which management considers special items, also impacted the U.K. Regulated
segment's results during the pericds ended June 30.

Income Statement Three Months Six Months
Line Item 2015 2014 2015 2014
Other Income
Foreign currency-related economic hedges, net of tax of $38, $18, $18, $21 (a) (Expense)-net $ % GBS @GH S (3
Other operation
WPD Midlands acquisition-related adjustment, net of tax of $0, 30, (§1), $0 and maintenance 2
Change in WPD line loss accrual, net of tax of $0, $0, $0, $13(b) Utility (52)
Settlement of certain income tax positions {c) Income Taxes 18 18
Total I G E 3 E s 9Dh

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

(b) In March 2014, Ofgem issued its finai decision on the DPCR4 line loss incentives and penaltics mechanism. As a result, WPD increased its existing
[iability by $65 million, pre-tax, for over-recovery of line losses. See Note 6 to the Financial Statements for additional infermation.

(c) Relates to the April 2015 settlement of open audits for the years 1998-2011. See Note 5 to the Financial Statements for additional information.

Kentucky Regulated 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 19% of PPL's Income
from Continuing Operations After Income Taxes for the six months ended June 30, 2015 and 35% of PPL's assets at June 30,
2015.

Net Income for the periods ended June 30 includes the following results.

Three Months Six Months
2015 2014 $ Change 2015 2014 $ Change

Utility revenues $ 74§ 722 % ® 3 1613 § 1656 § (43)
Fuel 214 231 (17 467 508 “4n
Energy purchases 28 36 (8) 120 160 (40)
Other operation and maintenance 214 206 8 423 412 11
Depreciation 94 87 7 189 173 16
Taxes, other than income 15 13 2 20 26 3

Total operating expenses 565 573 [t 1,228 1,279 (51)
Other Income (Expense) - net (5) 2) (3) (6) ) 2)
Interest Expense 56 53 3 111 108 3
Income Taxes 41 36 5 112 100 12
Net Income [ 47 § 58 § (1 3 156§ 165 % (9)

The changes in the results of the Kentucky Regulated segment between these periods were due to the factors set forth below,
which reflect amounts classified as Kentucky Gross Margins and certain items that management considers special on separate

lines within the table and not in their respective Statement of Income line items. See below for additional detail of the special
items.

Three Months Six Months

Kentucky Gross Margins $ 10 % 23

Other operation and maintenance 9) (10)
Depreciation 3)
Taxes, other than income n (2)
Other income (expense) - net 2 3

Interest expense (3) (3)
Income taxes 3 4)
Special itlems {13) (13)
Total 3 (in $ (9)
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e See "Margins - Changes in Non-GAAP Financial Measures” for an explanation of Kentucky Gross Margins.

» Higher other operation and maintenance for the three month period primarily due to $5 million of higher pension expense
attributed to the change in mortality tables and lower discount rate in 2015 and $10 million of higher costs directly related
to the Cane Run units' retirements consisting of an inventory write-down and separation benefits, partially offset by $4
million of lower storm expenses.

¢ Higher other operation and maintenance for the six month period primarily due to $9 million of higher pension expense
attributed to the change in mortality tables and lower discount rate in 2015 and $11 million of higher costs directly related
10 the Cane Run units' retirernents consisting of an inventory write-down and separation benefits, partially offset by $10
million of lower storm expenses.

The following after-tax gains (losses), which management considers special items, also impacted the Kentucky Regulated
segment's results during the periods ended June 30.

Income Statement Three Months Six Months
Line Item 2015 2014 2015 2014
EEI adjustments, net of tax of $0, $0, $0, 30 (a) Other Income (Expense)-net $ 1 $ 1
LKE acquisition-related adjustment (b} Other Income (Expense)-net $ 4 3 )
Certain valuation allowances (c) Income Taxes (8) (8)
Total $ (1 3 1 § (U2 3§ 1

(a) Recorded by KU.

(b} Recorded at PPL and allocated to the Kentucky Regulated segment. The amount represents a settlement between E.ON AG (a German corporation and
the indirect parent of E.ON US Investments Corp., the former parent of LKE) and PPL for a tax matter,

() Recorded at LKE and represents a valuation allowance against tax credits expiring in 2016 and 2017 that are more likely than not to expire before
being utilized.

Pennsyivania Requlated Segment

The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL
Electric. The Pennsylvania Regulated segment represents 17% of PPL's Income from Continuing Operations After Income
Taxes for the six months ended June 30, 2015 and 21% of PPL's assets at June 30, 2015.

Net Income for the periods ended June 30 includes the following results.

Three Months Six Months
2015 2014 $ Change 2015 2014 $ Change

Utility revenues 3 476 $ 449 3 27 3 1,Io6 $ 1,041 65
Energy purchases

External 138 114 24 365 303 62

Intersegment 5 21 (18) 14 48 (34)
Other operation and maintenance 140 135 5 273 269 4
Depreciation 52 45 7 103 90 13
Taxes, other than income 25 23 2 60 55 5

Total operating expenses 360 338 22 815 765 50
Other Income (Expense) - net 2 1 I 4 3 1
Interest Expense 33 29 4 64 58 6
Income Taxes 36 31 5 95 8 11
Net Income § 49 5 52 8 3 3 136 3% 37 $ (1)

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 and a certain item that
management considers special on separate lines within the table and not in their respective Statement of Income line items.
See below for additional detail of the special items.
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Three Months Six Months

Pennsylvania Gross Delivery Margins $ 13 % 26
Other operation and maintenance [¢)] 6)
Depreciation N (13)
Interest expense @ (6)
Other 2 3
Income taxes 3 ©)
Special item, after-tax 4 4
Total $ 3) % 09}

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

e Higher other operation and maintenance expense for the three month period primarily due to higher corporate service
COSts.

e Higher other operation and maintenance expense for the six month period primarily due to $9 million of higher corporate
service costs, partially offset by $6 million of lower storm costs.

* Higher depreciation expense for the three and six month periods primarily due to PP&E additions, net related to the
ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure.

= Higher interest expense for the three and six month periods primarily due to the issuance of first mortgage bonds in June
2014.

e Higher income taxes for the three month period primarily due to federal and state tax reserve adjustments.

* Higher income taxes for the six month period primarily due to higher pre-tax income and federal and state tax reserve
adjustments.

The following after-tax (loss), which management considers a special item, also impacted the Pennsylvania Regulated
segment's results during the periods ended June 30.

Income Statement _ Three Months Six Months
Line Item 2015 2014 2015 2014
Other operation
Separation benefits, net of tax of 30, $2, $0, $2 (a) and maintenance $ 4 3 (4)

(2) In June 2014, PPL Electric's largest IBEW local ratified a new three-year labor agreement. In connection with the new agreement, bargaining unit one-
time voluntary retirement benefits were recorded.

Margins
Non-GAAP Financial Measures
Management utilizes the following non-GAAP financial measures as indicators of performance for its businesses.

* "Kentucky Gross Margins" is a single financial performance measure of the 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 natral 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. Asa
result, this measure represents the net revenues from electricity and gas operations.

¢ ‘"Pennsylvania Gross Delivefy 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
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provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in
"Energy purchases," "Other operation and maintenance,” which is primarily Act 129 costs, and "Taxes, other than
income,"” which is primarily gross receipts tax. This performance measure includes PLR energy purchases by PPL
Electric from PPL EnergyPlus, which are reflected in "Energy purchases from affiliate” in the reconciliation tables. Asa
result of the spinoff of PPL Energy Supply and creation of Talen Energy on June 1, 2015, 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, 20135 are reflected in "Energy Purchases” in the reconciliation tables. This measure
represents the revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity delivery operations.

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 June 30.

Operating Revenues

Utility

Energy-related businesses
Total Operating Revenues

Qperating Expenses
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and
maintenance
Depreciation
Taxes, other than income
Energy-related businesses
Total Operating Expenses
Total

Operating Revenues

Utility

Energy-related businesses
Total Operating Revenues

Operating Expenses
Fuel
Energy purchases
Energy purchases from affiliate
Other operation and
maintenance
Depreciation
Taxes, other than income
Energy-related businesses
Total Operating Expenses
Tolal

2015 Three Months 2014 Three Months

Kentucky  PA Gross Kentucky  PA Gross
Gross Delivery Operating Gross Delivery Operating
Margins Margins Other (a) Income (b)  Margins Margins Other (a) Income (b)
5 714 3 476 % 575 () § 1,765 % 722 % 449 § 659 () $ 1,830
16 16 19 19
714 476 591 1,781 722 449 678 1,849
214 214 231 1 232
28 138 4 170 36 114 21 171

5 (&) 21 2D
24 27 403 454 25 23 399 447
9 207 216 2 228 230
! 23 52 76 21 56 Kk
13 13 14 14
276 193 674 1,143 204 179 698 1,171
$ 438 283 § (83) § 638 5 428 § 270 $ 20 % 678
2015 Six Months 2014 Six Months

Kentucky  PA Gross Kentucky PA Gross
Gross Delivery Operating Gross Delivery Operating
Marging Margins Other (a) Income (b)  Margins Margins Other (a) Income (b)
$ 1613 $ 1,106 1,260 (c) $ 3979 § 1,656 $ 1,041 $ 1295 (c) $ 3,992
32 32 35 35
1,613 1,106 1,292 4,011 1,656 1,041 1,330 4,027
467 467 508 508
120 365 14 499 160 303 47 510

14 [{E)] 48 (48)

49 33 795 897 48 A8 791 887
16 416 432 3 452 455
2 56 104 162 ! 50 109 160
26 26 28 28
654 488 1,341 2483 720 449 1,379 2,548
$ 959 3 618 $ 49 3 1,528 § 936 § 592 § 49 8 1,479

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income,
() Primarily represents WPD's utility revenue.
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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 periods ended June 30 as well as the change between periods. The factors that gave rise to the changes are described
following the table.

Three Months Six Months
2015 2014 $ Change 2015 2014 $ Change

Kentucky Regulated
Kentucky Gross Margins

LG&E $ 206 % 196 % 10 3 436 % 422 3 14

KU 232 232 523 514 9
LKE $ 438 % 428 8§ 10 % 950 % 936 3 23
Pennsylvania Regulated
Pennsylvania Gross Delivery Margins

Distribution ) 193 § 189 5 4 3 435 § 438 % 3)

Transmission 90 81 9 183 154 29
Total $ 283 § 270 % 13§ 618 % 592 % 26

Kentucky Gross Margins

Kentucky Gross Margins increased for the three months ended June 30, 2015 compared with 2014 primarily due to returns on
additional environmental capital investments of $12 million ($9 million at LG&E and $3 million at KU).

Kentucky Gross Margins increased for the six months ended June 30, 2015 compared with 2014 primarily due to returns on
additional environmental capital investments of $30 million ($19 million at LG&E and $11 million at KU), higher demand
revenue of $7 million ($2 million at LG&E and $5 million at KU) partially offset by lower sales volume of $10 million ($4
million at LG&E and $6 million at KU). The change in sales volumes were driven by milder winter weather conditions in
2015 compared to 2014.

Pennsylvania Gross Delivery Margins

Distribution

Distribution margins increased for the three months ended June.30, 2015 compared with 2014, primarily due to 2 $4 million
favorable effect of distribution improvement capital investments.

Distribution margins were relatively flat for the six months ended June 30, 2015 compared with 2014, due to a $8 million
favorable effect of distribution improvement capital investments and a $7 million impact of favorable weather, primarily
offset by a $12 million benefit recorded in the first quarter of 2014 as a result of a change in estimate of a regulatory liability.

Transmission

Transmission margins increased for the three and six month periods ended June 30, 2015 compared with 2014 primarily due
to increased capital investment.

Statement of Income Analysis --

Utility Revenues

The increase (decrease) in utility revenues for the periods ended June 30, 2015 compared with 2014 was due to:

Three Months Six Months

Domestic:
PPL Electric (a) $ 271 % 65
LKE (b) [£:3] “3)
Total Domestic 19 22
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Three Months Six Months

UK:
Price (c) (33) 9
Foreign currency exchange rates (63) (11
Volume 12 1
Line loss accrual adjustments (d) 65
Total U.K. (84) 35)
Total 3 (65} $§ (13

(a) See "Pennsylvania Gross Delivery Margins” for further information.

(b} See "Kentucky Gross Margins" for further information.

() The decrease for the three month period was primarily due to a price decrease effective April 1, 2015 resulting from the commencement of RIIQ-EDI.
The increase for the six month period was due to a price increase effective April 1, 2014, partially offset by a price decrease effective April 1, 2015,

(d) The increase for the six month period was due to unfavorable accrual adjustments in 2014 based on Qfgem's final decision on the DPCR4 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 decrease during the periods ended June 30, 2015 compared
with 2014 are included above within "Margins" and are not discussed separately.

Three Months Six Months

Fuel $ (s) 8 @
Energy purchases (1) (11

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended June 30, 2015 compared with 2014 was
due to:

Three Months Six Months

Domestic:
Cane Run retired units $ 10 3 11
Uncollectible accounts ' 3 6
External transition costs associated with the spinoff of PPL Energy Supply 7 11
QOther 7 8
UK.:
Network maintenance 9 (15)
Foreign curmency exchange rates (10) (17
Pension ) [¢))]
Engineering management 9
WPD Midlands acquisition-related adjustment (3
Other 3 7
Total 3 7 % i0

Depreciation

Depreciation decreased by $14 million and $23 million for the three and six months ended June 30, 2015 compared with
2014, primarily due to a $22 million and $42 million reduction from an extension of the WPD network asset lives partially
offset by additions to PP&E, net primarily at the domestic utilities. 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 decreased by $28 million and increased by $89 million for the three and six months ended
June 30, 2015 compared with 2014, primarily due to changes in realized and unrealized losses on foreign currency contracts
10 economically hedge GBP denominated earnings from WPD.

Interest Expense -

The increase (decrease) in interest expense for the periods ended June 30, 2015 compared with 2014 was due to:
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Three Months Six Months

Long-term debt interest expense $ 5
Loss on extinguishment of debt (a) 9)
Net amortization of debt discounts, premiums and issuance costs $ 11 11
Capitalized interest and debt compenent of AFUDC 5 7
Foreign currency exchange rates (10) an
Other 1 3
Total b 7 8

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

Income Taxes
The increase (decrease) in income taxes for the periods ended June 30, 2015 compared with 2014 was due to:

Three Months Six Months

Change in pre-tax income at current period tax rates $ 24) § 46
Valuation allowance adjustments (a) (C3)) (38)
Federal and state tax reserve adjustments (h) (11) (1
U.S. income tax on foreign earnings net of foreign tax credit (¢} (10) (22)
Intercompany interest on U.K. financing entities (2) (8)
Reduction in UK. income tax rates 2 ()
Other (5) (6)
Total 3 (95 3% (45)

(@) 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 eamings of PPL
Energy Supply.

(b) 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 on
Taxation for the open audit years 1998-2011.

(¢) During the three and six months ended June 30, 2015, PPL recorded lower income tax expense due to a decrease in taxable dividends.

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 and six months ended June 30, 2015

includes the results of operations of PPL Energy Supply, which was spun off from PPL on June 1, 2015 and substantially

represents PPL's former Supply segment. See "Discontinued Operations" in Note 8 to the Financial Statements for additional
information.

PPL Electric: Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Ended Six Manths Ended
June 30, June 30,
2015 2014 2015 2014
Net Income $ 49 3 52 % 136 % 137
Special item, gains (losses), afier-tax @ CY)

Excluding a special item, earnings decreased for the three month period in 2015 compared with 2014 primarily due to higher
other operation and maintenance expense and higher depreciation expense, partially offset by higher margins from additional
transmission capital investments and returns on distribution improvement capital investments.

Excluding a special item, earnings decreased for the six month period in 2015 compared with 2014 primarily due to higher
other operation and maintenance expense, higher depreciation expense, higher interest expense and a benefit recorded in the
first quarter of 2014 for a change in the estimate of a regulatory liability, partially offset by higher margins from additional
transmission capital investments, returns on distribution improvement capital investments and favorable weather,

The table below quantifies the changes in the components of Net Income between these periods, which reflects amounts

classified as Pennsylvania Gross Delivery Margins and an item that management considers special on separate lines within
the table and not in their respective Statement of Income line items.
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Pennsylvania Gross Delivery Margins

Other operation and maintenance
Depreciation

Other

Interest expense

Income taxes

$pecial item, after-tax (a)

Total

(a) See PPL's "Results of Operations - Segment Eamings - Pennsylvania Regulated Segment” fer details.

Margins

Three Months Six Months

$ 13 3 26
(8) (6)
(7} (13)
2 3
“) ©)
3) 9
4 4

$ 3) 3 [t

"Pennsylvania Gross Delivery Margins" is a non-GAAP financial performance measure that management utilizes as an
indicator of the performance of its business. See PPL's "Results of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes between periods.

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial
measure and a reconciliation to "Operating Income" for the periods ended June 30.

Operating Revenues

Operating Expenses
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Total

Operating Revennes

Operating Expenses
Energy purchases
Energy purchases from affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Total

2015 Three Months 2014 Three Months
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)
$ 476 $ 476 % 449 $ 449
138 138 114 114
5 5 21 21
27 % 113 140 23 8 112 135
52 52 45 45
23 2 25 21 2 23
193 167 360 179 159 338
3 283 % (167) % 116 % 270§ (159) $ 111
2015 Six Months 2014 Six Months
PA Gross PA Gross
Delivery Operating Delivery Operating
Marpins Other (a) Income (b) Margins Other (a) Income (b)
$ 1,106 $ 1,6 $ 1,041 $ 1.041
365 365 303 303
14 14 48 48
53 % 220 273 43 % 221 269
103 103 90 90
56 4 60 50 5 55
488 327 815 449 3lé 765
3 618 3§ 327y $ 291 8§ 592 % (316) 3 276

(a) Represents amounts exciuded from Margins.
(b) Asreported on the Statements of Income.

Statement of Income Analysis --

Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase {decrease) during the periods ended June 30, 2015
compared with 2014 are included above within "Margins” and are not discussed separately.
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Three Months Six Months

Operating revenues 3 27§ 65
Energy purchases 24 62
Energy purchases from affiliate (16) 34)

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended June 30, 2015 compared with 2014 was
due to:

Three Months Six Months

Vegetation management $ (2)
Storm costs $ 2 (8)
Act 129 (2) 3
Uncollectible accounts 3 6
Corporate service costs 6 9
Bargaining unit one-time voluntary retirement benefits (6) (6)
Other 2 2
Total 3 5 % 4

Pepreciation

Depreciation increased by $7 million and $13 million for the three and six months ended June 30, 2015 compared with 2014,
primarily due to PP&E additions, net related to the ongoing efforts to ensure the reliability of the delivery system and the
replacement of aging infrastructure.,

Interest Expense

Interest expense increased by $4 million and $6 million for the three and six months ended June 30, 2015 compared with
2014, primarily due to the issuance of first mortgage bonds in June 2014.

income Taxes

The increase in income taxes for the periods ended June 30, 2015 compared with 2014 was due to:

Three Months Six Months

Change in pre-tax income at current period tax rates 5 1 3 6
Federal and state tax reserve adjustments 3 3
Other 1 2
Total $ 5 3 11
See Note 5 to the Financial Statements for additional information,
LKE: Earnings, Margins and Statement of Income Analysis

Earnings

Three Months Ended Six Months Ended

June 30, Jume 30,

2015 2014 2015 2014
Net Income 3 60 $ 65 3 177§ 180
Special items, gains (losses), afier-tax (8) 1 (8) 1

Excluding special items, earnings increased for the three and six month periods in 2015 compared with 2014 primarily due to
higher returns on additional environmental capital investments partially offset by higher other operation and maintenance
expense and lower sales volumes. The change in sales volume was primarily attributable to milder winter weather conditions
in 2015 compared to 2014.
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The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins and certain items that management considers special on separate lines within the table and not in their
respective Statement of Income line items.

Three Months Six Months

Margins $ 10 3 23
Other operation and maintenance (4] (10
Depreciation 3)
Taxes, other than income 48] (3]
Other income (expense)- net 2 3
Interest expense (2) [¢3]
Income taxes 4 ®
Special items, after-tax (a) 9 )]
Total $ 5y % 3)

(a) See PPL's "Results of Operations - Segment Eamnings - Kentucky Regulated Segment” for details of special items.
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 periods ended June 30,

2015 Three Months 2014 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 714 $ 714 % 722 3 722

Operating Expenses
Fuel 214 214 231 231
Energy purchases 28 28 36 36
Other operation and maintenance 24 3 150 214 25 181 206
Depreciation 9 85 94 2 85 87
Taxes, other than income 1 14 15 13 13
Total Operating Expenses 276 289 565 204 279 573
Total $ 438 3 (289) $ 149 § 428 § 279) % 149
2015 Six Months 2014 Six Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 1,613 $ 1613 3 1,656 $ 1,656

Operating Expenses

Fuel 467 467 508 508
Energy purchases i20 120 160 160
Other operation and maintenance 49 3 374 423 48 % 364 412
Depreciation 16 173 189 3 170 173
Taxes, other than income 2 27 29 1 25 26
Total Operating Expenses 654 574 1,228 720 559 1,279
Total 3 959 % 574) % 385 § 936 § (559) $ 377

(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 periods ended June 30, 2015 compared
with 2014 are included above within "Margins" and are not discussed separately.

Three Months Six Months

Operating revenues b g 3 43
Fuel 17 41
Energy purchases 8 40

Other Operation and Maintenance

The increase in other operation and maintenance expense for the periods ended June 30, 2015 compared with 2014 was due to:

Three Months Six Months

Cane Run retired units $ 10 § 11
Pension 5 9
Storm costs “w (10)
Other (3 1
Total $ 8§ $ 11

Depreciation

Depreciation increased by $7 million and $16 millien for the three and six months ended June 30, 2015 compared with 2014
primarily due to additions to PP&E, net.

Income Taxes

Income taxes increased $11 million for the six months ended June 30, 2015 compared with 2014 due to the establishment of a
valuation allowance on a deferred tax asset of $8 million and the change in pre-tax income at current period tax rates.

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

Earnings
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net Income $ 35 % 31 % 8% 3 87

Earnings were substantially the same for the three and six month periods in 2015 compared with 2014 primarily due to
returns on additional environmental capital investments partially offset by higher other operation and maintenance expense
and lower sales volume. 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 Six Months

Margins 3 10 % 14

Other operation and maintenance (1 (&)
Depreciation 2 1

Taxes, other than income 1

Other income (expense) - net 1

Interest expense (N 2
Income taxes ) {1) (4)
Total 3 $ 1
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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 June 30.

Operating Revenues

Cperating Expenses
Fuel
Energy purchases, including affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Total

Operating Revenues

Operating Expenses
Fuel
Energy purchases, including affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Total

2015 Three Months 2014 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Qther (a) Income (b)
$ 331 $ 331§ 344 $ 344
82 82 104 104
28 28 31 31
10 § 93 103 | 82 94
4 36 40 1 38 39
1 6 7 7 7
125 135 260 148 127 275
$ 206 $ (135) % 71 3 196 § (27 § 69

2015 Six Months 2014 Six Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
$ 770 3 770 % 823 3 823
185 185 221 221
119 119 155 155
2 3 177 199 24§ 168 192
7 75 82 1 76 77
1 13 14 13 13
334 265 599 401 257 658
$ 436 % (265) $ 171 % 422 § 257) § 165

(a) Represents amounts excluded from Margins.
{b) As reported on the Statements of Income.

Statement of Income Analysis --

Certain Operating Revenues and Expenses included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended June 30, 2015
compared with 2014 are included above within "Margins" and are not discussed separately.

Retail and wholesale

Electric revenue from affiliate
Fuel

Energy purchases

Energy purchases from affiltate

Other Operation and Maintenance

Three Months Six Months
3 3 % (22)
(16) (€1}
(22) (36)
(g) (36)

The increase in other operation and maintenance expense for the periods ended June 30, 2015 compared with 2014 was due
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Three Months Six Months

Cane Run retired units $ 10 % 11
Pension 3 5
Storm costs 48] 5
Other (3) (CH]
Total $ 9 3 7
Depreciation

Depreciation increased by $5 million for the six months ended June 30, 2015 compared with 2014 primarily due to additions
to PP&E, net.

Income Taxes

Income taxes increased by $4 million for the six months ended June 30, 2015 compared with 2014 primarily due to the
change in pre-tax income at current period tax rates.

KU: Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net Income 3 39 3 40 5 117§ 117
Special items, gains (losses), afier-tax 1 1

Excluding a special item, earnings were substantially the same for the three and six month periods in.2015 compared with
2014 primarily due to higher other operation and maintenance expense offset by an increase in returns on additional
environmental capital investments.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins and a certain item that management considers special on separate lines within the table and not in their
respective Statement of Income line items.

Three Months Six Months

Margins ] 3 9

Other operation and maintenance (B 5
Depreciation 3) 5)
Taxes, other than income (2) {2)
Other income (expense)- net 1

Interest expense 1 1

Income taxes 2 1

Special item, after-tax 1 1

Total $ () s

Margins

"Margins" is a non-GAAP financial performance measure that' management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Margins” for an explanation of why management believes this measure is useful
and 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 June 30.
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2015 Three Months 2014 Three Months

Cperating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 396 $ 396 3 404 $ 404

Operating Expenses
Fust 132 132 127 127
Energy purchases, including affiliate 13 13 31 31
Other operation and maintenance 14 3 95 109 13 % 94 107
Depreciation 5 49 54 1 46 47
Taxes, other than income 8 8 6 6
Total Operating Expenses 164 152 3l6 172 146 318
Total $ 232§ (152 % 8 3 232§ (146) § 86
2015 Six Months 2014 Six Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 881 $ 881 % 902 5 902

Operating Expenses

Fuel 282 282 287 287
Energy purchases, including affiliate 39 39 74 74
Other operation and maintenance 21 3 186 213 24 % 181 205
Depreciation ° 9 98 107 2 93 95
Taxes, other than income 1 14 15 1 12 13
Total Operating Expenses 358 298 656 388 286 674
Total $ 523 % (298) % 225 % 514 3 (286) $ 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 increase (decrease) during the periods ended June 30, 2015
compared with 2014 are included above within "Margins" and are not discussed separately.

Three Months Six Months

Retail and wholesale $ (an s 2n
Electric revenue from affiliate 3

Fuel 5 3
Energy purchases 2) )
Energy purchases from affiliate (16) (31)

Other Operation and Maintenance

The increase in other operation and maintenance expense for the periods ended June 30, 2015 compared with 2014 was due
to:

‘Three Months Six Months

Pension 3 3 3 6
Cane Run 7 operations 1 1
Timing and scope of generation maintenance (§))] 1
Storm costs 3) (5)
Other 2 5
Total 3 2 & 8

Depreciation

Depreciation increased by $7 million and $12 million for the three and six months ended June 30, 2015 compared with 2014
primarily due to additions to PP&E, net.
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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 expect to continue to have adequate liquidity available through operating cash flows, cash and cash
equivalents, credit facilities and commercial paper issuances.

The Registrants had the following at:

PPL (a) PPL Electric LKE LG&E KU
June 30, 2015
Cash and cash equivalents ) 846 3 28 % 13 % 7 § 6
Short-term debt 1,100 168 561 259 227
Notes payable with affiliates 59
December 31, 2014
Cash and cash equivalents $ 1,399 § 214§ 21§ 10 % 11
Short-term investments 120
Shon-term debt 836 575 264 236
Notes payable with affiliates 41

(a) At June 30, 2015, $226 million of cash and cash eguivalents 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 eamnings of WPD,

Net cash provided by (used in} operating, investing and financing activities from continuing operations for the six month
period ended June 30, and the changes between periods, were as follows.

PPL PPL Electric LKE LG&E KU
2015
Operating activities 3 970 $ 76 % 703§ 389 § 360
Investing activities (1,575) (483) {626) (349) (275)
Financing activities ) 221 (85) (43) (90
2014
Operating activities $ 1,293 § 148 § 517§ 203 8 297
Investing activities (1,700) (295) (502) (249) (305)
Financing activities 349 271 27 43 5
Change - Cash Provided (Used)
Operating activities 3 (323) % 72) $ 186 $ 186 3 63
Investing activities 125 (188) (124) (100) 30
Financing activities (420) (50) (58) (86) 95)

Operating Activities

The components of the change in cash provided by (used in) operating activities from continuing operations for the six
months ended June 30, 2015 compared with 2014 were as follows.

PPL PPL Electric LKE LG&E KU

Change - Cash Provided {Used)

Net income $ 183 3% I % 3 % 1

Non-cash components (67) 21 43 74 5 5

Working capital (314) (96) 188 118 104

Defined benefit plan funding (103) (14 (23) (15) (16)

Other operating activities 22) 18 (19) 8 (30)
Total 3 (323 § 2 3% 186 3§ 186 3 63
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(PPL)

PPL had a $323 million decrease in cash provided by operating activities from continuing operations in 2015 compared with

2014,

Income from continuing operations improved by $183 million between the periods. This was offset by $67 million
less net non-cash expenses. The net $116 million increase from net income and non-cash components in 2015
compared with 2014 reflects higher margins in the Pennsylvania and Kentucky regulated segments and lower
income taxes.

The $314 million decrease in cash from changes in working capital was primarily due to a decrease in taxes payable,
primarily due to higher income tax payments in 2015. The decrease also reflects lower other current liabilities and
an increase in prepayments.

Defined benefit plan funding was $103 million higher in 2015.

(PPL Electric)

PPL Electric had a $72 million decrease in cash provided by operating activities in 2015 compared with 2014,

(LKE)

The $96 million decline in cash from changes in working capital was partially due to decreases in taxes payable
(primarily due to higher income tax payments in 2015) and prepayment of gross receipts tax, partially offset by a
decrease in accounts receivable.

Defined benefit plan funding was $14 million higher in 2015.

LLKE had a $186 million increase in cash provided by operating activities in 2015 compared with 2014.

(LG&E)

LKE's non-cash components of net income included a $16 million increase in depreciation expense due to additional
assets in service since the second quarter of 2014, and a net $17 million increase in current regulatory assets and
regulatory liabilities due to the timing of rate recovery mechanisms.

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, an increase in taxes payable
due to timing of payments, and net changes in accounts receivable and unbilled revenue due to colder winter
weather in 2014, partially offset by a decrease in accounts payable due to the timing of fuel purchases and payments.

LG&E had a $186 million increase in cash provided by operating activities in 2015 compared with 2014.

(KU)

LG&E's non-cash components of net income included a $5 million increase in depreciation expense due to
additional assets in service since the second quarter of 2014, a net $23 million increase in current regulatory assets
and regulatory liabilities due to the timing of rate recovery mechanisms, and a $38 million increase in deferred
income taxes. The increase in deferred income taxes was primarily due to an increase in accelerated tax depreciation
over book depreciation of $54 million, partially offset by an increase of $15 million of net operating loss.

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, an increase in taxes payable
due to timing of payments, a decrease in accounts receivable from affiliates due to timing of intercompany
settlements associated with capital expenditures, inventory, and energy sales to KU, and net changes in accounts
receivable and unbilled revenue due to colder winter weather in 2014, partially offset by a decrease in accounts
payable due to the timing of fuel purchases and payments.

KU had a $63 million increase in cash provided by operating activities in 2015 compared with 2014.

KU's non-cash components of net income included a $12 million increase in depreciation expense due to additional
assets in service since the second quarter of 2014, partially offset by a net $6 million increase in current regulatory
assets and regulatory liabilities due to the timing of rate recovery mechanisms.

ppl10g_6-15 Final As Filed.docx Confidential 98



s 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, an increase in taxes payable
due to timing of payments, net changes in accounts receivable and unbilled revenue due to colder winter weather in
2014, and an increase in accounts payable due to the timing of fuel purchases and payments, partially offset by a
decrease in accounts payable to affiliates due to timing of intercompany settlements associated with capital
expenditures, inventory, and energy purchases from LG&E.

Investing Activities

(All Registranis)
Expenditures for Property, Plant and Equipment

Investment in PP&E is the primary investing activity of the registrants. The change in expenditures for PP&E for the six
months ended June 30, 2015 compared with 2014 was as follows.

PPL PPL: Electric LKE LG&E KU

{Increase) Decrease $ m 3 “44) $ (74) % (100) % 26

For PPL, increases in project expenditures at PPL Electric and LG&E, were offset by lower expenditures at WPD and KU.
The increase in expenditures for PPL Electric was primarily due to the Northeast Pocono reliability project, smart grid
prajects and other various projects, partially offset by the 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 construction of Cane Run Unit 7 which was put into commercial operation in June 2015.
The decrease in expenditures for KU was related to lower expenditures for the construction of Cane Run Unit 7,
environmental air projects and CCR projects at KU's Ghent and E.W. Brown plants.

Other Significant Changes in Components of Investing Activities

(PPL)

PPL received $135 million during the three and six months ended June 30, 2015 from the sale of short-term investments.
(PPL and PPL Electric)

PPL Electric received $150 million during the three and six months ended June 30, 2014 on notes receivable from affiliates.

Financing Activities

(All Registrants)

The components of the change in cash provided by (used in) financing activities from continuing operations for the six
months ended June 30, 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 31 3 (286)

Stock issuances/redemptions, net (934)

Dividends (30) (20) 3 2 % 5

Capital contributions/distributions, net 65 % 13 (33) (66)

Change in short-term debt, net 493 188 (89) (55) (34

Other financing activities 20 3 18

Total 5 20 S 50 $ (58) % (86) 3§ (95)

For the six months ended June 30, 2015, PPL required $420 million less cash from financing activities primarily due to the
ability to use cash-on-hand in conjunction with cash from operating activities to support the significant capital expenditure
programs of its subsidiaries.
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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
June 30, 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 $ 20 8 730
PPL Electric Credit Facility 300 169 131
LKE Credit Facility FE 5
LG&E Credit Facility 500 259 241
KU Credit Facilities 598 425 173
Total LKE 1,173 75 684 414

Total U.S. Credit Facilities (a) $ 2223 % 75 5 873 8 1,275
Total U.K. Credit Facilities (b) £ 1055 £ 242 £ 813

(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 - 13%, PPL Electric - 7%, LKE - 21%, LG&E - 7% and KU
-37%.

(b) The amounts borrowed at June 30, 2015 were USD-denominated borrowings of $200 million and GPB-denominated borrowings which equated to
$171 million. At June 30, 2015, the USD equivalent of unused capacity under the U.X. 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.

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 % 59 $ 166
LG&E Money Pool (a) 500 $ 259 241
KU Money Pool (a) 500 227 273

(a) LG&E and KU participate in an intercompany money pool agreement whereby LKE, LG&E and/or KU make available funds up te $500 millicn at an
interest rate based on a market index of commercial paper issues. However, the FERC has issued a maximum short-term debt fimit for each utility at
$500 million 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 June 30, 2015:
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Commercial

Paper Unused
Capacity Issuances Capacity
PPL Electric $ 300 $ 168 & 132
LG&E 350 259 91
KU 350 227 123
Total LKE 700 486 214
Total PPL 3 1,600 $ 654 3 346

(PPL)

At-the-Market Stock Offering Program

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.

See Note 7 to the Financial Statements for additional information,

Common Stock Dividends

In May 2015, PPL declared its quarterly common stock dividend, payable Tuly 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 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.

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

In May 2015, Moody's upgraded the following ratings with a stable outlook:
¢ the long-term issver rating from Baa3 to Baa2 for PPL,;
¢ the senior unsecured rating from Baa3 to Baa2 for PPL Capital Funding; and
s the junior subordinated rating from Bal to Baa3 for PPL Capital Funding.

In May 2015, Fitch affirmed and withdrew its ratings for PPL UK Distribution Holdings Limited (formerly known as PPL
WW), WPD (South Wales) and WPD (South West),

In June 2015, S&P upgraded the following ratings with a stable outlook:
¢ the long-term issuer rating from BBB to A- for PPL;
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s the senior unsecured rating from BBB- to BBB+ for PPL Capital Funding; and
e the junior subordinated rating from BB+ to BBB for PPL Capital Funding.

In June 2015, S&P affirmed the short-term ratings for WPD plc, WPD (East Midlands), WPD (West Midlands), WPD (South
Wales) and WPD (South West). S&P also upgraded the following ratings with a stable outlook:
s the long-term issuer rating from BBB to A- for WPD plc, WPD (East Midlands), WPD (West Midlands), WPD
(South Wales) and WPD (South West);
e the senior unsecured rating from BBB- to BBB+ for WPD plc; and
e the senior unsecured rating from BBB to A- for WPD (East Midlands), WPD (West Midlands), WPD (South Wales)
and WPD (South West).

(PPL and PPL Electric)
In May 2015, Moody's affirmed its ratings and revised its outlook to positive for PPL Electric.

In June 2015, S&P affirmed its commercial paper rating and upgraded the following ratings with a stable outloock for PPL
Electric:

e the long-term issuer rating from BBB to A-; and

s the senior secured rating from A- to A.

(PPL, LKE, LG&E and KU)

In May 2015, Moocdy's npgraded the following ratings with a stable outlook for LKE:
s the long-term issuer rating from Baa2 to Baal; and
» the senior unsecured rating from Baa2 to Baal.

In June 2015, S&P affirmed its commercial paper ratings for LG&E and KU. S&P also upgraded the following ratings with
a stable outlook:

» the long-term issuer ratings from BBB to A- for LKE, LG&E and KU;

e the senior secured ratings from A- to A for LG&E and KU; and

» the senior unsecured rating from BBB- to BBB+ for LKE.

In June 2015, S&P upgraded its ratings from AA+ to AAA for KU's 2000 Series A Solid Waste Disposal Facility Revenue
Bonds, KU's 2004 Series A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B
Environmental Facilities Revenue Refunding Bonds and removed them from CreditWatch with positive implications.

Ratings Triggers
(PPL, LKE, LG&E and KU)

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 June 30, 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.

ppl10g_6-15 Final As Filed.docx Confidential 102



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.

Interest Rate Risk

The Registrants and their subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. The
Registrants and their subsidiaries utilize various financial derivative instruments to adjust the mix of fixed and floating
interest rates in their debt portfolios, adjust the duration of their debt portfolios and lock in benchmark interest rates in
anticipation of future financing, when appropriate. Risk limits under the risk management program are designed to balance
risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the
absolute level of interest rates.

The following interest rate hedges were outstanding at June 30, 20135.

Effect of a
Fair Valne, 10% Adverse Maturities
Exposure Net - Asset Movement Ranging
Hedged (Liability) (a) in Rates (b) Through

PPL
Cash flow hedges

Interest rate swaps (c) $ 1,300 3 59 3 (52) 2045

Cross-currency swaps (d) 1,262 63 (159) 2028
Economic hedges

Interest rate swaps () 179 (45) (3 2033
LKE
Cash flow hedges

Interest rate swaps (c) 1,000 (46) (44) 2045
Economic hedges

Interest rate swaps (¢) 179 (45) 3) 2033
LG&E
Cash flow hedges

Interest rate swaps (c) 500 (23) (22) 2045
Economic hedges

Interest rate swaps (e) 179 45) 3) 2033
KU
Cash flow hedges

Interest rate swaps (c) 500 (23) (22) 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 10% adverse movement in interest rates, except for cross-currency swaps which also includes foreign currency exchange rates.

(c¢) Changes in the fair value of such cash flow hedges are recorded in equity or as regulatory assets or regulatory liabilities, if recoverable through
regulated rates, and reclassified into eamnings in the same period during which the item being hedged affects earnings.

(d) Cross-currency swaps are utilized to hedge the principal and interest payments of WPD's U.S. dollar-denominated senior notes. Changes in the fair
value of these instruments are recorded in equity and reclassified into earnings 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 on interest expense at June 30, 2015 was insignificant for
PPL, PPL Electric, LKE, LG&E and KU. The estimated impact of a 10% adverse movement in interest rates on the fair
value of debt at June 30, 2015 is shown below.
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10% Adverse

Movement
in Rates
PPL $ 630
PPL Electric 131
LKE 135
LG&E 43
KU 81

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in UK, affiliates. Under its risk management
program, PPL may enter into financial instruments to hedge certain foreign currency exposures, including translation risk of

expected earnings, firm commitments, recognized assets or liabilities, anticipated transactions and net investments.

The following foreign currency hedges were outstanding at June 30, 2015.

Effectof a
10%
Adverse
Movement
in Foreign
Fair Value, Currency Maturities
Exposure Net - Asset Exchange Ranging
Hedped (Liability) Rates (a) Through
Net investment hedges (b) £ 134 $ 12§ @2n 2016
Economic hedges (c) 1,571 61 (230) 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 porticn of its net investment in WPD, PPL executes forward contracts to sell GBP.
() Toeconomically hedge the translation of expected eamnings denominated in GBP to U.S. dollars.

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
commodity 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
PLR obligations. These supply contracts transfer the volumetric risk associated with the PLR obligation to the energy
suppliers.

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 fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a

foreign currency translation loss of $149 million for the six months ended June 30, 2015, which primarily reflected a $376
million decrease to PP&E and goodwill offset by a decrease of $227 million to net liabilities. Changes in this exchange rate
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resulted in a foreign corrency translation gain of $140 million for the six months ended June 30, 2014, which primarily
reflected a $349 million increase to PP&E and goodwill offset by an increase of $209 million to net liabilities. The impact of
foreign currency translation is recorded in AOCI.

Related Party Transactions (All Registrants)

The Registrants are not aware of any material ownership interests or operating responsibility by senior management in
outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with the
Registrants. See Note 11 to the Financial Statements for additional 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 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. 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 spinoff of PPL Energy Supply.
Environmental Matters

(All Registrants)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's, LKE's, LG&E's and XU'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 significant.
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. Increased capital and operating costs are
subject to 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.

The following is a discussion of the more significant environmental matters. See Note 10 to the Financial Statements and
"Item 1. Business - Environmental Matters" in the Registrants' 2014 Form 10-K for additional information on environmental
matters.

Climate Change -
Physical effects associated with climate change could include the impact of changes in weather patterns, 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, LKE, LG&E and KU have hydroelectric generating facilities or
where river water is used to cool their fossil powered generators, as applicable. 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 Cbama 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 for
both new power plants 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
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acceptable state implementation 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 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.

The EPA's proposal for existing power plants was issued in June 2014. 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). 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 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)

On May 27, 2015, 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.

{PPL, LKE, LG&E and KU)

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 requirements and closure
and post-closure care requirements on CCR impoundments and Iandfills 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 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 {o 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.

Effluent Limitation Guidelines (ELGs)

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric generation
wastewater permits. The proposed limitations 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
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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.

Mercury and Air Toxics Standards (MATS)

In February 2012, the EPA finalized the MATS rule requiring reductions of mercury and other hazardous air poliutants 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,
2013, 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.

LG&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
cutcome of this matter or the potential impact, if any, on plant operations, rate treatment or future capital or operating needs.

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 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. 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. Such costs are subject to rate recovery.

New Accounting Guidance (Al Registrants)

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies (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
PFPL Electric LKE LG&E KU
Defined Benefits X X X X X
Loss Accruails 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
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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 June 30, 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 intemal controls over financial reporting.

The Registrants' principal executive officers and principal financial officers have concluded that there were no
changes in the Registrants’ internal control over financial reporting during the Registrants' second fiscal quarter that
have materially affected, or are reasonably likely to materially affect, the Registrants' internal control over financial
reporting,

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 six
meonths ended June 30, 2013, 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 contrals.

PART Il. OTHER INFORMATION

item 1. Leqal Proceedings

For information regarding pending administrative and judicial proceedings involving regulatory, environmental and other
matters, which information is incorporated by reference into this Part I, see:

"Item 3. Legal Proceedings” in each Registrant's 2014 Form 10-K; and
o 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, except that as a result of the June 1, 2015 spinoff by PPL of PPL Energy Supply, the risk
factors disclosed under the heading "Risks Related to Supply Segment" at pages 26 through 31 of the Registrants’ 2014
Form 10-K are no longer applicable.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchase of Equity Securities during the Second Quarter of 2015:

(a) b [{9] (d)
Maximum Number (or
Approximate Dollar
Total Number of Value) of Shares
Shares (or Units) (or Units) that May
Total Number of Average Price Purchased as Part of Yet Be Purchased
Shares (or Units) Paid per Share Publicly Announced Under the Plans
Period Purchased (1) (or Unit) Plans of Programs or Programs
April 1 to April 30, 2015 18.576 $33.66
May 1 10 May 31, 2015
June 1 to June 30, 2015 18,569 $34.77
[Total 37,145 $34.21

(1) Represents shares of common stock withheld by PPL at the request of its executive officers to pay income taxes upon the vesting of the officers’
restricted stock awards, as permitted under the terms of PPL's Incentive Compensation Plan and Incentive Compensation Plan for Key Employees.

Item 4. Mine Safety Disclosures

Not applicable.
ltem 6. Exhibits

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits
has heretofore been filed with the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits
indicated by a [_] are filed or listed pursuant to Item 601(b)(10){iii) of Regulation S-K.

3(a) - Amended and Restated Articles of Incorporation of PPL Corporation, effective as of May 21, 2015
(Exhibit 3(i) to PPL Corporation Form 8-K Report (File No, 1-11459) dated May 27, 2015)

3(b) - Bylaws of PPL Corporation, effective as of May 21, 2015 (Exhibit 3(ii) to PPL Corperation Form 8-K
Report (File No. 1-11459) dated May 27, 2015)

*4(a) - Amendment No. 11 to the PPL Employee Stock Ownership Plan, dated May 11, 2015

[L110(a) - Form of Retention Agreement, dated May 6, 2015, among PPL Corporation, PPL Services Corporation
and Robert J. Grey (Exhibit 99.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated May 7,
2015)

[_110(b) - Form of Grant Letter dated May 29, 2015 (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No,
1-11459) dated June 1, 2015)

*12(a) - PPL Corporation and Subsidiaries Computation of Ratio of Earnings to Combined Fizxed Charges and
Preferred Stock Dividends

*12(b) - PPL Electric Utilities Corporation and Subsidiaries Computation of Ratio of Earnings to Combined
Fixed Charges and Preferred Stock Dividends

*12(c) - LG&E and KU Energy LLC and Subsidiaries Computation of Ratio of Earnings to Fixed Charges

*12(d) - Louisville Gas and Electric Company Computation of Ratio of Earnings to Fixed Charges

*12(e) - Kentncky Utilities Company Computation of Ratio of Earnings to Fixed Charges
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Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended June 30, 2015,
filed by the following officers for the following companies:

*31¢a) - PPL Corporation's principal executive officer

*31(b) - PPL Corporation's principal financial officer

*31(c) - PPL Electric Utilities Corporation's principal executive officer
*31(d) - PPL Electric Utilities Corporation's principal financial officer
*31(e) - LG&E and KU Energy LLC's principal executive officer

*31(D - LG&E and KU Energy LLC's principal financial officer

*31(g) - Louisville Gas and Electric Company's principal executive officer
*31(h) - Louisville Gas and Electric Company's principal financial officer
*31(i) - Kentucky Utilities Company's principal executive officer

*31(3) - Kentucky Utilities Company’s principal financial officer

Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended June 30, 2015,
furnished by the following officers for the following companies:

*32(a) - PPL Corporation’s principal executive officer and principal financial officer

*32(b) - PPL Electric Utilities Corporation’s principal executive officer and principal financial officer
*32(c) - LG&E and KU Energy LLC's principal executive officer and principal financial officer
*32(d) - Louisville Gas and Electric Company's principal executive officer and principal financial officer
*32(e) - Kentucky Utilities Company's principal executive officer and principal financial officer
101.INS - XBRL Instance Document

101.SCH - XBRL Taxonomy Extension Schema

101.CAL - XBRL Taxonomy Extension Calculation Linkbase

101.DEF - XBRL Taxonomy Extension Definition Linkbase

101.LAB - XBRL Taxonomy Extension Label Linkbase

101.PRE - 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: August 3, 2015 /s/ Stephen K. Breininger
Stephen K. Breininger
Vice President and Controller
(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date: August 3, 2015 /s! Dennis A. Urban, Jr.
Dennis A. Urban, Jr.
Controller
(Principal Financial Officer and Principal
Accounting Officer)

LG&E and KU Energy LI.C
(Registrant)

Lonisville Gas and Electric Company
(Registrant)

Kentucky Utilities Company
(Registrant)

Date: August 3, 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

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
(Millions of Dollars)

6 Months
Ended
June 30, Years Ended December 31, (a)

2015(a) 2014 2013 2012 2011 2010

Earnings, as defined:;
Income from Continuing Operations Before

INCOME TAKES c.veeeeeerecsrensrereerarnransreesrenssnsssrrssnseresres $ 1,090 $ 2,129 § 1,728 $ 1406 $ 922 $ 321
Adjustment to reflect earnings from equity method
investments on a cash basis (b) veocveecee e, (2) 34
1,088 2,129 1,728 1,440 922 321
Total fixed charges as below .......oocevievimnirescnninnenens 590 1,095 1,096 1,065 1,022 698
Less:
Capitalized interest .. 8 11 11 6 4
Preferred security dlstnbutlons of SUbSldlarlBS
OnN A Pre-tax Dasis ......cccvecrrrrercrnscreesssenmnseesseenns 5 23 21
Interest expense and fixed charges related to
discontinued operations ............... 150 186 235 235 231 255
Total fixed charges included in Income from
Continuing Operations Before Income Taxes .......... 432 898 850 819 764 422
Total €arnings .....cvvviviiicnininimsmsisivcicrcnene$ 1,520 % 3,027 § 2578 § 2,259 § 1,686 $ 743
Fixed charges, as defined:
Interest Charges () .v.cvvevernesnieses st ve s e s $ 586 % 10738 1,058 % 1,019 % 955 $ 637
Estimated interest component of operating rentals ..... 4 22 38 41 44 39
Preferred security distributions of subsidiaries
0N & pre-tax basis ...ccocvvereereerre e e 5 23 21
Fixed charges of majority-owned share of 50% or
less-owned PErsOns .. weieseinie e eece e ececeenre s 1
Total fixed charges (d) ......coovveeecrerereereerrecrennenenens $ 590 $ 1,095 $ 1,096 $§ 1,065 § 1,022 § 698
Ratio of earnings to fixed charges .....ccoeeeeoeeeeeeeniencnne 2.6 2.8 2.4 2.1 1.7 1.1
Ratio of earnings to combined fixed charges and
preferred stock dividends () .covvveerureececereeeeceeereeeeenenen, 2.6 2.8 24 2.1 1.7 1.1

(a)  All periods reflect PPL's Supply segment as Discontinued Operations. See Note 8 to the Financial Statements for additional information.

(b) Includes other-than-temporary impairment loss of $25 million in 2012.

(c) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net,

(d) Interest on unrecognized tax benefits is not included in fixed charges.

(e} PPL, the parent holding company, does not have any preferred stock outstanding; therefore, the ratio of earnings to combined fixed charges and
preferred stock dividends is the same as the ratio of eamings to fixed charges.
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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)

6 Months
Ended
June 30, Years Ended December 31,
2015 2014 2013 2012 2011 2010

Earnings, as defined:

Income Before INCome TaXes .ouvccerivesinnsseseccesenerssrerenc B 231 $ 423 $ 317 % 204 3 257 § 192
Total fixed charges as below........veveecereenesrercrnvenns 69 131 117 107 105 102
TOtAl GAITUNES «..oeeeeeveeceeeeee e s eeeeemeaeecenenesemssrens % 300 3 554 % 434 % 311 $ 362 % 294
Fixed charges, as defined:
Interest charges (2)...cceeovvivivrcsccr e e e $ 67 $ 127 % 113§ 14 % 102 § 101
Estimated interest component of operating rentals....... 2 4 4 3 3 |
Total fixed charges (b) .ooevirieeeererereseerseseseensanes $ 69 $ 131 % 117 § 107 %8 105 $ 102
Ratio of earnings to fixed charges ......cccocoeecevnecncnncnnee. 4.3 4.2 3.7 2.9 3.4 29
Preferred stock dividend requirements on a pre-tax
DASIS .c.cvvrvarsrearsnssesanasasisseserecr e aberasssres s s srsasrereansrans $ 6 % 21 $ 23
Fixed charges, a8 ahOVe ... vevimeeisiinisinnn s sassssssens $ 60 3 131 §$ 117 107 105 102
Total fixed charges and preferred stock dividends .....$ 69 § 131§ 117 % 113§ 126 $ 125
Ratio of earnings to combined fixed charges and
preferred stock dividends .......vvverererrenrssscrnscsccsscsssenaes 4.3 4.2 3.7 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
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Exhibit 12(c)

{Millions of Dollars)
Predeces-
Successor (a) sor (b)
6 Months  Year Year Year Year 2 Months |10 Months
Ended Fnded Ended Ended Ended Ended Ended
Jun.30, 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 $ 298 % 553 % 5518 331 F 419§ 70 |$ 300
Adjustment to reflect earnings from
equity method investments on a cash
basis (c) 2) (1) 1) 33 (n 4)
Mark to market impact of derivative
instruments 2 (20)
296 552 550 364 418 72 276
Total fixed charges as below 39 173 151 157 153 25 158
Total earnings $ 385 ¢ 725 § 701 $ 521 § 571 § 97 1% 434
Fixed charges, as defined:
Interest charges (d) (e) $ 85 § 167 § 145 § 151 § 147 % 24 1% 153
Estimated interest component of
operating rentals 4 6 6 6 6 1 5
Total fixed charges $ 80 $ 173 § 151 % 157 $ 153 § 25 |$ 158
Ratio of earnings to fixed charges 4.3 4.2 4.6 33 37 39 2.7

@
®
(©)
@

Post-acquisition activity covering the time peried 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,

premium - net.
O]
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Exhibit 12(d)
LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(Millions of Dollars)
Predeces-
Successor (a) sor (b)
6 Months  Year Year Year Year 2 Months | 10 Months
Ended Ended Ended Ended Ended Ended Ended
Jun. 30, Dec.31, Dec.31, Dec.31, Dec.31, Dec.31, | Oct.31,
2015 2014 213 2012 2011 2010 2010
Earnings, as defined:
Income Before Income Taxes $ 143 § 272 % 257 § 192 § 195 § 29 |$ 167
Mark to market impact of derivative
instruments 1 20
143 272 257 192 195 30 147
Total fixed charges as below 28 51 36 44 46 8 40
Total earnings $ 171 § 323 § 293 § 236 § 241 § 38 |$ 187
Fixed charges, as defined:
Interest charges (c) (d) $ 26 % 49 $ 34 3 42 % 44 3 8 1% 38
Estimated interest component of
operating rentals 2 2 2 2 2 2
Total fixed charges $ 28 § 51 § 36 $ 44 3 46 § 8|3 40
Ratio of earnings fixed charges 6.1 6.3 8.1 5.4 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.

{¢) Includes interest on long-term and short-term debt, as well as amortization of loss on reacquired debt and 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,
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KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Earnings, as defined:
Income Before Income Taxes
Adjustment to reflect earnings from
equity method investments on a cash
basis (c)

Total fixed charges as below
Total earnings

Fixed charges, as defined:
Interest charges (d)
Estimated interest component of
operating rentals

Total fixed charges

Ratio of earnings to fixed charges

(a)
(b)
©
(d)

premium - net.
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Exhibit 12(e)

{Miilions of Dollars)
Predeces-
Successor (a) sor (b)
6 Months  Year Year Year Year 2 Months | 10 Months
Ended Ended Ended Ended Ended Ended Ended
Jun. 30, Dec.31, Dec.31, Dec.31, Dec.31, Dec.31, | Oct. 31,
2015 2014 2013 2012 2011 2010 2010
$ 188 § 55 % 360 § 215 § 282 § 55 (% 218
(2) (09) §)) 33 0} (@
186 354 359 248 281 55 214
40 80 73 72 73 11 71
$ 226 $ 434 § 432 % 320 $ 354 $ 66 |$ 285
$ 38 $ 77 % 70 % 69 $ 70 $ 10 |$ 69
2 3 3 3 3 1 2
$ 40 $ 80 $ 73§ 72 % 73 $ 11 |$ 71
5.7 5.4 5.9 4.4 4.8 6.0 4.0

Post-acquisition activity covering the time period after Qctober 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 loss on reacquired debt and amortization of debt discount, expense and
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Exhibit 31(a)

CERTIFICATION

I, WILLIAM H. SPENCE, certify that:

1.

I have reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or cansed 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 annuval 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 frand, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: August 3, 2015 /s/ William H. Spence

William H. Spence

Chairman, President and Chief Executive Officer
(Principal Executive Officer)

PPL Corporation
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Exhibit 31(b)
CERTIFICATION

I, VINCENT SORGI, certify 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 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, 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: August 3, 2015 /s/ Vincent Sorgi

Vincent Sorgi

Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

PPL Corporation
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Exhibit 31(c)

CERTIFICATION

I, GREGORY N. DUDKIN, certify that:

1. 1 have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant");

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(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 contrel 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 pertod covered by
this report based con 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 anditors and the andit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: August 3, 2015 s/ Gregory N. Dudkin

Gregory N. Dudkin

President

(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(d)

CERTIFICATION

I, DENNIS A. URBAN, JR., certify that:

1.

I have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation {the "registrant™);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)} and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant’s board of directors (or persons
performing the 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 contrel over financial reporting.

Date: August 3, 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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Exhibit 31(e)

CERTIFICATION

I, VICTOR A. STAFFIERI, 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 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(¢)) 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 contrel over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting,.

Date: August 3, 2015 s/ Victor A, Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and
President
(Principal Executive Officer)
LG&E and KU Energy LLC
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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 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 perfod 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 andit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: August 3, 2015 /s/ Kent W. Blake

Kent W, Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)

L.G&E and KU Energy LLL.C
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Exhibit 31(g)

CERTIFICATION

I, VICTOR A. STAFFIER], certify that:

1. Ihave 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 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
deftned 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

3.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: August 3, 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
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Exhibit 31(h)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1.  Ihave 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 condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared,;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢, Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: August 3, 2015 /s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)

Lonisville Gas and Electric Company
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Exhibit 31(i)

CERTIFICATION

I, VICTOR A. STAFFIER], certify that:

1.  Ihave reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant™);

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evalnation of internal control over
financial reporting, to the registrant's auditors and the andit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: August 3, 2015 Is/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)

Kentucky Utilities Company
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Exhibit 31(j)

CERTIFICATION

I, KENT W, BLAKE, certify that:

1. Ihave reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4,  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons
performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.

Date: August 3, 2015 /s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)

Kentucky Utilities Company
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Exhibit 32(a)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2015

In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company"} for the quarter ended
June 30, 2015, 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:

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

¢ The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: August 3, 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 pravided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2015

In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the
quarter ended June 30, 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, Ir., the Principal
Financial Officer and Principal Accounting Officer of the Company, pursuant to 18 U.8.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

e The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

o The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: Aungust 3, 2015 /s/ Gregory N. Dudkin
Gregory N. Dudkin
President
{Principal Executive QOfficer)
PPL Electric Utilities Corporation

fs/ Dennis A. Urban, Jr.
Dennis A. Urban, Ir.
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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Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30, 2015

In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the
quarter ended June 30, 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 [3(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

» The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: August 3, 2015 /s! Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.8.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION @06 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED JUNE 30,
2015

In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for
the quarter ended June 30, 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:

¢ The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

¢ The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: August 3, 2015 /sf 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 206 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 JUNE 30, 2015

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company”) for the
quarter ended June 30, 20135, 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

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: August 3, 2015 /s/ Victor A. Staffieri
Victor A. Staffieri
Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company

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. 2054;9

|
FORM 10-Q ‘

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 for the quarterly period ended September 30, 2015

OR

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

Commission File
Number

1-11459

1-605

333-173665

1-2893

1-3464

ppl10q_9-15 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 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

23-0959590

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

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

PPL Corporation Yes No X
PPL 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, 672,845,584 shares outstanding at October
23, 2015.

PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held by
PPL Corporation at October 23, 2015.

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

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

LG&E and KU Energy LLC at October 23, 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 October 23, 2015.

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

PPL Corporation and its 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 Corporaticn, 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 UK.

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

PPL WPD Limited - an indirect U.K. 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 ple and its subsidiaries together with a sister company PPL WPD Limited.

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

WPD pic - Westemn 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 IMidlands - 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.
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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 regicnal 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 - Annual Report to the SEC on Form 10-K for the year ended December 31, 2014.

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.
ARQO - asset retirement obligation.
ATM Program - At-the-Market stock offering program.

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

BSER - Best System of Emission Reduction. The degree of emission reduction that EPA determines has been adequately
demonstrated when taking into account the cost of achieving such reduction and any non-air quality health and environmental
impact and energy requirements.

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 642 MW (141 MW and 501 MW to LG&E and KU).

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

Clean Air Act - federal legislation enacted 1o 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.
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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 UK,

DOJ - U.S. Department of Justice,

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

DPCRS - Distribution Price Control Review 5, the U.K. five-year rale 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.

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.
EE} - 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, 2 U.S. government agency.

EPS - carnings 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 poltution control process for the removal of sulfur dioxide from exhaust gas.
Fiteh - Fitch, Inc., a credit rating agency.

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

GBP - British pound sterling.

GHG - greenhouse gas(es).
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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.

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 peried, 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.

NSR - The new source review provisions of the Clean Air Act that impose stringent emission control requirements on new
and medified sources of air emissions that result in emission increases beyond thresholds allowed by the Clean Air Act.

OCI - other comprehensive income or loss.

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

OVEC - Ohio Valley Electric Corporation, located in Piketon, Ohio, an entity in which LKE indirectly owns an 8.13%
interest (consists of LG&E's 5.63% and KU's 2.50% interests), which is accounted for as a cost-method investment. QVEC
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.

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.
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PPL EnergyPlus - prior to the JTune 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 I, 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.

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 have continued
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,

RII0-ED1 - 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 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 - RIS 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 spinoff of a newly formed parent of PPL Energy Supply.

RMC - Risk Management Committee.

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

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

SCRs - selective catalytic reduction, a poliution control process for the removal of nitrogen oxide from exhaust gas.

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

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

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

Talen Energy Marketing - PPL EnergyPlus' new name subsequent to the spinoff of PPL Energy Supply.

Total shareowner return - 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
commeon 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 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 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.

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

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

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 distribntion system conditions and operating costs;

expansion of alternative and distributed sources of electricity generation and storage;

collective labor bargaining negotiations;

the outcome of litigation against the Registrants and their subsidiaries;

potential effects of threatened or actval 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 programs, including foreign currency and interest rate hedging;

our ability to attract and retain qualified employees;

volatility in demand for electricity 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;

stock price performance of PPL;

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

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

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

Three Months Ended Nine Months Ended
September 30, September 30,
2015 2014 2015 2014
Operating REVEIUES ....ccovveveueieiesesesnisisssasatssassnssetnssresesstesenssssssoronsssasan: $ 1,878 § 1.879 $ 5,889 $ 5,906
Operating Expenses
Operation
Fuel ot ea s e rs e e e e e s e e 228 240 695 748
Energy purchases 177 173 676 683
Other operation and MAINTENANCE .vveeveeeirenseremsrnrre st e s 482 467 1,405 1,382
DePreciation ... vrcicvreresssinensersese s sssss s st e s s s ssssenassssnnn e s s snansane 226 233 658 688
Taxes, other than INCOMIE .......ccovcvvrercrerrrennrsresserscssasesssasessmsmmressmnnessssnnes 79 78 241 238
Total Operating BXPENSES ..ccvecrnerarsresenssamsrssmmssmmisessssssssesssssssssnassssnsssns. 1,192 1,191 3,675 3,739
Operating INCOMIE .......eeevieereersrerceessaseeresessssre s esseeressssssesssnsssassensssssss. 686 688 2,214 2,167
Other Income (EXPENSE) = Melueeieiisiiisiarssnsssssssmemeacceeerrannssesesssrssrerssssssenssesne: 75 136 61 33
INTETESE EXPENSE 1ereeuriennsssssssemsscrneeearnrarmasrarsserssnrssrasmssnssnsssinsssssssesnsesasennes 221 213 645 637
Income from Continuing Operations Before Income Taxes..............ovee-.. 540 611 1,630 1,563
INCOME TAXES ..covreines e it reeses s sisss st e v e s e s ens s s nsesne s s renesasn e reennne. 144 201 432 534
Income from Continuing Operations After Income Taxes ..........ceceeeeunenn. 396 410 1,198 1,029
Income (Loss) from Discontinued Operations (net of income taxes) (Note 8)... (3) 87 (915) 13
NEt INCOMIE......cmrseiisirsi it i cca e e rnsrassrerraessssssssrserasassns sasssnsnanansssssssnsan. $ 393 § 497 § 283 $ 1,042
Earnings Per Share of Common Stock:
Income from Continuing Operations After Income Taxes Available to PPL
Common Shareowners:
BASIC e vveeirtrrriiii st ettt ee s rrre s e e v aesa s tan e sannans $ 059 § 061 $ 1.78 § 1.58
DiIUtEd e recee i s e s e g e st e ea e s b b e $ 059 $ 061 $ 178 % 1.55
Net Income Available to PPL Common Shareowners:
BaSIC.cuuieitisiiitie e e cerrr s e vrrnrerraesaa st e a st an e e e e n s es e s e as s smna e b e s 058 § 074 % 042 § 1.60
DiIUtEd.. ... ececeeeensicsensiniee s re s e eessessamr s se e s esban st s nesa bt et ns emme s n e nnnerare: 058 3 074 % 042 3 1.57
Dividends Declared Per Share of Common Stock 03775 § 03725 § 1.1225 3 1.1175
Weighted-Average Shares of Common Stock QOutstanding (in thousands)
BaSIC..uuieiicrrrrsuessamsreseessan e rs s e e nr s e saaea e s e s ba b e bmnnmne s sneennesnres 670,763 664,432 668,731 649,561
DIIE ..o rerrvererneesnsssesasssersrssessesserssessssssssmast s st sessss st cmeemesm e 673,702 666,402 671,254 665,501

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

(Unaudited)
(Millions of Dollars)
Three Months Ended Nine Months Ended
September 30, September 30,
2015 2014 2015 2014
INEL IIMCOIIIC 1. et eeeeeeeeereeeesenesessensensssmsenssssmesensseesesseseesessesesnsasesmeseessanenessen $ 393 § 497 $ 283 § 1,042

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

benefit:
Foreign currency translation adjustments, net of tax of ($3), ($9), ($2), ($3). 52 (48) (L)) 80
Available-for-sale securities, net of tax of $0, $1, ($9), (320} ..cccvvvcvveernreiiens (D 7 18
Qualifying derivatives, net of tax of $11, $2, $4, $3 1. (19) &) 8 (52)
Defined benefit plans:
Prior service costs, net of tax of $0, $0, $4, 30 ..o (6)
Net actuarial gain (loss), net of tax of $0, ($1), ($36), $1..rcerrrrriersrarirnnins n 52 (3)
Reclassifications from AOCI - (gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of tax of $0, $4, $2, $6 .vvevviveeinrenreecinns 3 (2) {5)
Qualifying derivatives, net of tax of ($3), 33, ($23), $4 ..o, 10 (12) 20 2
Equity investees' other comprehensive (income) loss, net of
1aX OF $O, 50, 1, O et cee e ss e et re e eesrs e s seresesnsasass (1
Defined benefit plans:
Prior service costs, net of tax of $0, ($1), $0, ($3).wvveeevceirreerereecreeneneevenns 1 3
Net actuarial loss, net of tax of ($10), ($9), ($35), ($26) ...cccvvvrererevrmrerrrrenens 35 29 111 84
Total other comprehensive income (1085)........cccceeviveeiienrrcrrnsssnseneerensenenns 78 (40) 92 127
Comprehensive iNCOIME. ... s ss bbb s $ 471 § 457 $ 375 $ 1,169

The accompanying Notes 1o 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)

Cash Flows from Operating Activities

INEL IDCOMIE 1evvrrverrenssrrrsrsrensrsransensssnsnsssassennnasmnnnsemensssassnssssensnnrennssresenssasemnsnssencnsssessrnressnsresrennanse

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

Income from continuing operations (net of income taxes) ..

Adjustments to reconcile Income from continuing opcratlons (net of taxes) to nct cash prowded by
operating activities - continuing operations

J T o) 1T T Lo OO UOTOTOUOTUTR

Amortization
Defined benefit plans - expense ........ocoveaeecrinnane.
Deferred income taxes and investment tax credits ........ocoereervnenennns
Unrealized (gains) losses on derivatives, and other hedging activities.
Adjustment to WPD line loss accrual
Stock-based compensation €Xpense .....uvsiasasaians

L8 1T R

Change in current assets and current liabilities

ACCOUNIS TECEIVADIE c.uuseieiecrerereressrrereernrsssssrrsrersrnrssin s et ereretasssesrrernrasssrressreensnsnssnsssssennssnntnnssns

Accounts payable ...
Unbilled revenues............

Fuel, materials and supplies .
Taxes payable.... ..o vevevrererrsnssssssssssssnenisiniannn
Regulatory assets and liabilities, net ...u.veveineanaes

OINET oo rcreerraenenrsanneraasrereasnsssmmrernresssmessenesrnasas st ressnsssnsis sansssatsstnnastesstemmmsbnnssnressnnnntanesen

Other operating activities
Defined benefit plans - funding......ccceeesiiiiscerisseen i s e vrer e
Settlement of interest rate SWaps ....ovcererereeeres
L0 1L 1S 3

Net cash provided by operating activities - continuing operations...
Net cash provided by operating activities - discontinued OPErations ......ovueeeresererssesneren.

Net cash provided by operating ACtVItES vueuvinieeiiineriecriiniies e ssan. R,

Cash Flows from Investing Activities
Investing activities from continuing operatwns.

Expenditures for property, plant and equlpmem ........................................................................

Expenditures for intangible assets .. CeasessssssssssssssesssssssssssssssssesennnsthnnuaLLa L bababbbat i nas
Purchase of other INVESIMENLS vuuuiviisiicieirtire s crrrr e rssrneressassserarasaesssansenssransrsssesansnee
Proceeds from the sale of other INVEStMENES....coccrriireereniiiinines s iin s st se e peenar s
Net (increase) decrease in restricted cash and cash equivaIERtS...ueeeerevseersrccerreceemeeerenrennne
Other investing ACHVItIES.vvvreiviiseseiissersssenrissens it sats ettt e e ss bt ee e s e e srecsareserenssasaes

Net cash provided by (used in) investing activities - continuing operations
Net cash provided by (used in) investing activities - discontinued operations........eeceveuures

Net cash provided by (used In) investing aCHVItIES. .eueeeererernrassrsssssnmriscesssnssssessieessassssssanas

Cash Flows from Financing Activities
Financing activities from continuing operations:

Issuance of Jong-term debt ..cuur i e e s aess e e e e b es e ss s sansasssaan

Retirement of long-term debt ..oooveeeeceireinees
Issuance of commON S1OCK. ccceeeeveervrevrrnverees
Payment of common stock dividends ..........
Net increase (decrease) in short-term debt ....

Other fiNancing ZCHVIHES «.cveiiiinisiiiisiiiiieie e e eeeec e crvraersrrsssrrrrerrsessssrereiaes sesassaansasansnnnnnnenses
Net cash provided by (used in) financing activities - continuing operations .........coceecererenarsranns

Net cash provided by (used in) financing activities - discontinued operations.............
Net cash distributions to parent from discontinued operations.........cecreeecesrercssnencanns
Net cash provided by (used in) financing activities ..........

Effect of Exchange Rates on Cash and Cash Egnivalents ...
Net (Increase) Decrease in Cash and Cash Equivalents mc!uded in Discontinued Operatlons

Net Increase (Decrease) in Cash and Cash EQUivalents .............cc.oocevervvvrnmvisnnisnnsisnnssssans

Cash and Cash Equivalents at Beginning of Period

Cash and Cash EQUIVlents at EN Of PEOc..cvee-ceroresrrressssmeseseessesersssrmesssrerssserssrerresne

Nine Months Ended
September 30,
2015 2014
283} s 1,042
918 a3y
1,198 1,029
658 688
45 51
44 37
359 416
amn 99
65
26 24
9 (1)
() (39)
(180) (53
91 122
60 7
(142) 138
46 7
(48) 28
(396) (290}
(88)
42) 10
69 43
1,688 2,163
343 465
2,031 2,628
(2,560) (2.602)
(32) (36)
(15)
136
5 12
3 @
(2,463) (2,630)
(149) (344)
(2,612) (2,974)
1,137 296
(237
145 1,037
(750) (718)
271 (192)
(30) 4%
23 137
(546) (166)
132 448
(183) 419
{6) 13
352 45
(418) 131
1,399 863
981 $ 994

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)

September 30, December 31,

2015 2014
Assets
Current Assets
Cash and cash EQUIVAIEIILS c.ecoueiuieiiieeeire e e e sr ettt s e e s seessenr e $ 981 $ 1,399
ShOTt-1EITN INVESIMENIS ... teeeeiemie e eiereeesssieessimssaesassesassseresssas e saba st st e e eme st emee s emee 120
Accounts receivable (less reserve: 2015, $46; 2014, $44)
CUSLOIMIET ... ...t s rrs e recsse e e ssrearanesaresasnessansraresasnsssnerernsese s e sssase 713 737
OHRET ..o sacserresessne e se st st e sesassensrsonsesnssassesasaassesmnassesasamssnamnanssesosusnsesens 64 71
UNDIIIEA TEVEIUES ..c.eceeecirtieieteseriireeessencee st es s st st sms st sme e sesam e e e s ems st enr s s e ssns 421 517
Fuel, materials and SUPPHES.........ccoveereeemrrrernereeseessam s s snsmssmssnsmsamssessesmssessssesseassns 321 381
Prepayments. ...t ene v e e rvaes s rs e nrevevssansrerarevasasaserninsenes 86 75
Deferred INCOME tAXES .....ccvevevicrerriresinssreressssessaereesssesesssasssssmssssssessessssstssassessmrmnion 223 125
Other CUITENT ASSEES.....ccroiereiriirrissieessssseresssseeesaessreses st ssbessessessnssastasssssmsntsnrsseenrones 181 134
Current assets of discontinued Operations.......ocveereiiecinieinivecssessiseneresvevaesmsrnsesnsss 2,600
TOtal CUITENE ASSELS oueeceeeeieecrereee e ere e s nsessersses s sr s e sre s e e s e b b tr st esba st ambenbnnnnres 2,990 6,159
Property, Plant and Equipment
Regulated Utility plant.......ccccceveeirinneieisneeesseese st s s st sassassasesasares 33,752 30,568
Less: accumulated depreciation - regulated utility plant............ccveeeeeevescssserenssenns 5,632 5,361
Regulated utility Plant, DL ... s s et e ver s 28,120 25,207
Non-regulated property, plant and eqUIPMENT ..........cccevvvvii e ieeeeneas 534 592
Less: accumulated depreciation - non-regulated property, plant and equipment.... 170 162
Non-regulated property, plant and equipment, Net........cvveeerececveeresvereersrserenss 304 430
Construction WOrk inl PrOBIESS ... .ceeveserrerrsssamermetrmsssssessrarssassssmssssassssasassssssesesssases 1,478 2,532
Property, Plant and EQUIPMENt, NEt .....cvcervreeresresesssnresemniseorsensesseueesssnesesessssessnes 29,962 28,169
Other Noncurrent Assets
REGUIALOTY ASSELS ..oorueeriereeerirreeeeseerecasatsnesassasassessesma s e snses e raesnsbesaenssesesntstssiansaes 1,627 1,562
GOOAWIIL...ccverereeresesre e srsre et sase e s es s saeassarme s s ensemesemnsssasesensassnsnans s seensnin 3,613 3,667
Other iNtANZIDIES ...-.vevrererercrnneraenresessesnesmessamtemeerorassrassesssosssemssssasesnssssmssssssenssssaes 672 668
Other NONCUITENE ASSELS..c.vcueerrreressaanssensemeerasermrserasssssesssasssssssssessssssassssssesesessasesanss 382 322
Noncurrent assets of discontinued Operations.......cuueeeenirrsmressesseseesserecesiereennes 8,317
Total Other NONCUITENE ASSELS c.vevivicreiresseerssessireseesneeseessnesssessrsserssessresasesesssass o saes 6,294 14,536
Total ASSets ........c.ceeveieeveiiiiiann eteteearesraestereresresserereiret Rt aesasasr A e s e rrebsnarate $ 39,246 § 48,864

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

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

Liabilities and Equity

Current Liabilities

SROT-EIMI AEDL ... ... oceecrererercrrereererssreesaessrereessnrsstessasarssrasrnsassssresoresssesasesassnnes

CUSTOMET ABPOSItS....urverersreriiecnecssnscnssesersissssinsssitae e scssrvaseresssssssnsesesessassenes
Regulatory Habilities. ... e st sansssss et vass s
Other current HabilitES ..c.cc.cveverrciesenccsssecscsieie e eeener s rns s st
Current liabilities of discontinued operations .........cccecoeereresernecssereeceeseneeereneinne
Total Current Liabilities........cococevmrinrmmssssiieissisiec st seessesesssssesesssssssesesesesnes

Long-term Debt.............. et s van s ss e srrae e re s nens

Deferred Credits and Other Noncurrent Liabilities

Deferred MNCOME TAXES ..uveeeerereeeeeaeeerarrerars s ssasssssesesssesess st sae ressssssesases
Investment tax CrEdItS . uniiiiieiiiintinenrecrrreersssestcsessem e et errmess sttt s enenes
Accrued pension OBLIZAHONS.........eecrceieercereeesceceesessnemerscensemaresesssrssessessssesasas
Asset retirement 0blIZAHONS .....ccoovovrreerereciriesesee e et st st saeenes
Regulatory [HabilitIes......iuiiuiiceierereeseseressnesessasesscessssssssrsesesssastssssssnesssessnseas
Other deferred credits and noncurrent liabilities......co.oocvcivnicsiseseccerenersnenes

Noncurrent liabilities of discontinued operations

Total Deferred Credits and Other Noncurrent Liabilities ....ovevvecvrsceeessessennennnns

Commitments and Contingent Liabilities (Notes 6 and 10)

Equity

Common stock - $0.01 Par VAIUE (2)....eeeeuceeeiverreeieccieee s sesnssen s s e e e
Additional paid-in CAPIAL ...eerseiriie s e s ser bbb e

EBarnings reiNvested. ... e ssinsssssisissn s sesnssens e srana s emessesenssens
Accumuiated other comprehensive 108s......c.vieeerevevecereesce st er e senenne
TOLRL EQUILY i sinscissi s s sseenssesasas e te e e seaevevasessa esas sasbsssane

Total Liabilities and EQUILY ..o inmscesesessesesssssss e et eseemeene

(a) 780,000 shares authorized; 671,792 and 665,849 shares issued and outstanding at September 30, 2015 and December 31, 2014.

The accompanying Notes 10 Condensed Financial Statements are an integral part of the financial statements.
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September 30, December 31,
2015 2014
557 836
1,460 1,000
808 995
118 263
300 298
254 249
312 304
151 91
508 632
2,775
4,468 7,443
17,745 17,173
3,736 3,227
129 132
963 1,457
539 324
962 992
482 525
3.963
6,811 10,620
7 7
9,630 9,433
2,791 6,462
(2,206) (2,274
10,222 13,628
39,246 % 48,864




CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)
Common
stock Accurmnulated
shares Additional other
outstanding Common paid-in Earnings comprehensive
(a) stock capital reinvested loss Total
June 30, 2015.......... e 669,514 $ 7% 9,564 § 2,654 % (2,284) § 9,941
Common stock iSsued .......c.ccevvvvrvvevrenrrsvreneerenes 2,278 72 72
Stock-based compensation.. ... eveerceeccnecneinens (6) 6)
NELINCOME...cvitieeicecctievereccrrrerrrersrrrrareeassassrnnee 393 393
Dividends and dividend equivalents........c.cceeveeue. (256) (256)
Other comprehensive income (1088) ....c.covccenreennen. 78 78
September 30, 2015..............cooverrveverireeeeeseenens 671,792 § 783 9,630 $ 2,791 § (2,206) $ 10,222
December 31, 2014..............corveriiiiniinnes aneenanes 665,849 § 78 9,433 § 6,462 § (2,274) § 13,628
Common stock iSSUed......ovvcmeviiiiinmeeicessessnenn 5,843 183 183
Stock-based cOMPENSAtioN..........ccccoverrrereererseereeas 14 14
NEL IHICOIME. ..cerecee e errrrasressessrn s e sar e sassesssssanas 283 283
Dividends and dividend equivalents.............c...... (754) (754)
Distribution of PPL Energy Supply (Note 8) ........ (3,200) (24) (3,224)
Other comprehensive income (1085) ......cooerreerneen 92 92
September 30, 2015...........cooeivimniinimn s cenenas 671,792 % 7 % 0,630 $ 2,791 §$ (2,206) § 10,222
June 30,2004 ... 664,018 $ 7 9% 9,358 $% 5,768 % (1,398) § 13,735
Common Stock iSSUed.....ccecueeverniererrerinessseessesenns 635 21 21
Stock-based compensation...........ccueev e ireeseesenes 9 9
Net INCOME.....evvvcvrsierrerrcsneerssre e e sesessersenas 497 497
Dividends and dividend equivalents..................... (248) (248)
Other comprehensive income (108s) ........ocerueenes (40) (40)
September 30, 2014.................covvririieec e 664,653 § 7 9% 0,388 § 6,017 § (1,438) $ 13,974
December 31, 2013.......cocceiireie e 630,321 $ 6 % 8,316 § 5709 § (1,565) $ 12,466
Common StOCK 1SSUE...uevviiiiiiiiieeecvereverneressssenes 34,332 1 1,048 1,049
Stock-based compensation..........cccinveeeeeeeneesenenas 24 24
NELINCOIME.....cvivireee e resesssereesissesssssssserssssnsnnennaes 1,042 1,042
Dividends and dividend equivalents..................... (734) (734)
Other comprehensive income (10s5) ......ccveceeeeneee. 127 127
September 30,2014.............coirs 664,653 $ 7 3 9,388 § 6,017 $ (1,438) $ 13,974

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

The accompanying Notes to Condensed Financial Staterfients are an integral part of the financial stateinents.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Mitlions of Dollars}

Three Months Ended Nine Months Ended

September 30, September 30,
2015 2014 2015 2014
Operating Revenues............cccccviiinnnninncni et $ 519 % 477 % 1,625 3 1,518
Operating Expenses
Operation
ENergy purChases.......ccovoiiiviirnisninnniscsrnrsnnsssessenssessssesssssssssasssassnnens 154 128 519 431
Energy purchases from affiliate......cc.iceecerenrereneesieseneeeesesesmcemssesmeeneas 20 14 68
Other operation and MAINtENANCE......cccvvcereeerrrereeree e e rerereeseeneseens 162 133 435 402
DEPreciation ... e 55 47 158 137
Taxes, other than INCOME .........cociiieccermcninrnriecs et st e e s eemeeeen 27 25 87 80
Total Operating EXPENSes ......coccvvvvrinminenmcrirriee s ece e cnsessseessasenens 398 353 1,213 1,118
Operating INCOME ..........ceoriveeenicerrrereec s ecerens v eseseensensaseeseseesssnsssssns 121 124 412 400
Other Income (EXPENSE) = NEL.....cccvereerrreecrnensreresssrssesssasssssssssnmsssseesenes 1 3 5 6
Interest EXPENSE.. ..o e secasessesasensesassesessssnssenssarssnsssssne 32 33 96 91
Income Before Income Taxes..........coocvoeccercreieieseesrce e vareens 90 94 321 315
INCOME TAKES...cerersrertiiese e entee e e emee s e en s saesses s sn b sn b a e an s nana s s 35 37 130 121
INEL INCOME (A) ..cereieiriiieiie i ssessesesseseessansssessasesssssssestsasssestsssasesens $ 55 § 57 % 191 § 194

(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

NEt INCOME ..uveervreeririmrsenresnr e s sessnsas

Adjustments to reconcile net income to net cash provided by operating activities

Depreciation.......vcecieeseciinieciisiieceeeencs
AMOItiZation ... eceeeereicearesrcsrarevares

Defined benefit plans - BXPENSE ... ieeceecieeuieriesaesrreresmrcems s sesesmesamsssnsens st emssesenens
Deferred income taxes and investment tax CrEItS ... v v vieerieeresrersiesserieeerrterressssesssesessnes

Change in current assets and current liabilities

Accounts receivable ....oceervveeeceecneeennes
Accounts payable ........ccoeeeeveeiieiinrenninns
Unbilled revenues...........cccocovvcvrveiininnes
Prepayments .....o.ceceeeveeecinnnssnessenseseens
Regulatory assets and liabilities .............
Taxes payable........cccocoreeiiininrecsenneanns
OLher ... eesenas

Other operating activities

Defined benefit plans - funding..............
Other assels .......ecverrreeeenrrenseeinnsansnncnacs

Other liabilities

Cash Flows from Investing Activities

Expenditures for property, plant and equipment
Expenditures for intangible assets..............
Net (increase) decrease in notes receivable from affiliates
Other investing activities.......cccecereecereonnnen

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities

Issuance of long-term debt .........coueeeeeee,
Retirement of long-term debt ....................
Contributions from parent ............ccccce.co...
Payment of common stock dividends to parent

Net increase (decrease) in short-term debt

Other financing activities .....cccccveevreenesnca.
Net cash provided by (used in) financing activities

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

Cash and Cash Equivalents at End of Period

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

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

Nine Months Ended
September 39,
2015 2014
191 $ 194
158 137
19 13
13 10
127 65
9 20)
18 (45)
(140) (23)
28 40
(17 (17)
46 19
(50) 45
13 2
(33) (20)
(6) 8
15 6
373 412
(758) (700)
9) (25)
150
3 13
(764) (562)
206
(10)
275 95
(140) (121)
68 (20)
4)
203 236
(188) 86
214 25
26 § 111

The accompanying Notes to Condensed Financial Statements are an integral part of the financial siatements.
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CONDENSED CONSOLIDATED BALANCE SHEETS
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)

(Millions of Dollars, shares in thousands)

Assets

Current Assets

Cash and cash equivalents ... ccieiencineniieice e sre e e rvre s s
Accounts receivable (less reserve: 2015, $21; 2014, $17)

Customer

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

Materials and SUPPLIES ....oivriiriiiiricer e s se e ses st snssas s ese e smensrevasmbssns s s
PIEPAYINENLS.....covreresismsisnsncssmensssis et eeomrersnss st sesasasssssassnssssansmssess s s ssssasbssasanere
Deferred INCOME TAXES vuuvereuicieirercieeescrreneeareenssvmrsesaasaesesesansessssssessssntomssesmessserssrsnsass

Regulatory

ABBELS 1evrriaiiieinis ittt e s a e e e e s e e e rmra e e e e e s s e rresnseaen

OLNET CUITENE BSSEIS..uerrersrerereseessnasserssrensssnssnsens osesemsesasssssssess s smasmenseemeesmvsssssssssrsane

Property, Plant and Equipment
Regulated Utility Plant.....cciccerereeeeremmrescrssrersssneseseresessensssssesssssssesscssrnsronssessens
Less: accumulated depreciation - regulated utility plant....c....cccceceeeeeecvreervereececenee
Regulated utility Plant, NEL.......ceveevesmerermrerereeieresissererasssssssssssesssssssssseesessesssreesnens
Construction WOrk in PrOBIESS ....cuvreeerererererereserensseserarrssssaseserssssesssssemessenseeerserssssens
Property, Plant and EQuipment, Net ......c.veeevreecerecve v sssan s s sise s

Other Noncurrent Assets

Regulatory
Intangibles

ASSEES e s e b err et re e s nr e s s e nees e At aeen s e as s annennreneses

Other NONCUITENE ASSEIS...ccvuiirreerieteesseaeeaeenmesernressrssasssesassesssssssessssemtesmmensesnsesnnes

September 30, December 31,
2015 2014

26 % 214
312 312
10 44

85 113

34 43

27 10
103 58
10 12

10 13
617 819
8,565 7,589
2,613 2,517
5,952 5,072
512 738
6,464 5,810
942 397
243 235
39 24
1,224 1,156
8305 $ 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})

Liabilities and Equity

Current Liabilities

ShOrt-1eIM dEDl ..o s reen
Long term debt due withint One YEar ... iececicinerccnnmesssnesnnisen e enes
Accounts PAYADIE....c.oo e e
Accounts payable to affiliates........coeo i

Regulatory [abilItIes. e s ssesssssssssssesnsssesas
Other current labIlities oo irieiieree i inssenimnsnisssssss s essssnasmsssnns
Total Current LiabilTes. .o iiiaiiiieceictiee e ssssssmsessssmsss s rmsecessbe e s bamb e e tessessaessennnnesen

Long-term DEbl ...t s e s s e

Deferred Credits and Other Noncurrent Liabilities

Deferred iNCOME 1AXES ..vvrvirirvrmrerrrrrsrsrerarsrerrsrsressreessssesssesersrasssssssssssssstasssstessarssaseres
Accrued pension OblIBALIONS. ......coevvererereeec e rect e senenesenanas
Regulatory Habilifies. . ...ccuucreeresrreremsserassesssssesssasssnsssessasesssereserasareesssensesssssasmnmsanses
Other deferred credits and noncurrent Habilities.......ccvvvceeeccersvcerec v s rereeeveens

Commitments and Contingent Liabilities (Notes 6 and 10)

Equity

Common stock - N0 Par Value (a).......cocrecirinrircsernnis s sesisssms st seeanenns
Additional paid-in capital ... e
Earnings reiNVESIEd. .....c..cv i eercreceeirrr v rs s recnsresescs s e resssessarsssnssnssssssanasscensas
TOMAl BQUILY «cveeieeini s s et e seaein e sassssess e s s st smsnnassssanass sasss s shsshnamsans

Total Liabilities and EqQuUity ...... .ot eeceanes

September 30, December 31,
2015 2014
68
100 100
315 325
36 70
35 85
26 34
120 76
114 103
814 793
2,503 2,502
1,655 1,483
149 212
25 18
69 60
1,898 1,773
364 364
1,925 1,603
801 750
3,090 2,717
8,305 7,785

(a) 170,000 shares anthorized: 66,368 shares issued and outstanding at September 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 CONSOLIDATED STATEMENTS OF EQUITY

PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)
Common
stock
shares Additional
outstanding Common paid-in Earnings
(a) stock capital reinvested Total
June 30, 2015 ...ttt et eene e e 66,368 $ 364 % 1,810 § 779 § 2,953
Net INCOME .....ovvceereeercre v raersssse st rae b ene 55 55
Capital contributions from PPL......coveieevcoicic e, 115 115
Dividends declared on common StOCK ....ovveeveererreesrerrsrane (33) (33)
September 30, 2015................oooreeeerrer e 66,368 364 $ 1,925 % 801 § 3,090
December 31, 201d ...t e 66,368 364 § 1,603 § 750 % 2,17
NEL INCOME ....evrrrerimersssressessessssncsesrnsesssnsesersasssssarasssessaesns 191 191
Capital contributions from PPL (b).....c.ccccooveeevvvecrenrnene. 322 322
Dividends declared on commeon Stock ......cccoervceceeerceenes (140) (140)
September 30, 2015............ocoveeeeier e e ereenes 66,368 364 $ 1925 § 801 $ 3,090
June 30, 2014 ... e 66,368 364 § 1,435 § 695 % 2,494
(=TT 1 1ol ) 1 1= T 57 57
Dividends declared on common StOcK .....veeveeeerneeecerecnc (34) (34)
September 30, 2014..................coveeerere s 66,368 364 % 1,435 $ 718 & 2,517
December 31, 2003 ... e e seeseeens 66,368 364 § 1,340 % 645 § 2,349
NEL INCOME ...cootrrmrrrrrmrrrnsessinii s s s e senesesmssessssssans. 194 194
Capital contributions from PPL ........cccovecvrrinnininiiennee, 95 95
Dividends declared on common StOCK ..uveveveevnserremcesennn. (12D (121}
September 30, 2014..............ooeciriieiireiie e 66,368 364 § 1435 § 718 § 2,517

(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 Nine Months Ended

September 30, September 30,
2015 2014 2015 2014
Operating ReveILIEs.............coeveneserermenrne s sssmssssssssesesssssssesssssssesses $ 801 $ 753 % 2414 $ 2,409
Operating Expenses
Operation
FUEL ettt rs et s s sea st e s e sara s e enssseraeans 228 240 695 748
Energy purchases ..............cvvvecvirsnrmnsncaesesesesaesescssnasesmsseesssesessnssanes 23 24 143 184
Other operation and MaiNtENANCE.......cveeeeceerrrreenrreesserrareensssssesssessenns 202 197 625 609
DEPIeCiation .........cccoccurcverirrreraesrersssssnesmmsesmessesrensssssssssasesessessesesenssmssence 97 89 286 262
Taxes, other than INCOME........coeviiiiiriicnece e e 14 13 43 39
Total Operating EXDENSES ........cccoceemrmrrrereseresssscssrsesssssssesssssssesssssens 564 563 1,792 1,842
Operating INCOME .............oveeeeeee ettt e rerse e 237 190 622 567
Other Income (EXPENse) - NEL....vvveerecerereieescreesisssssesisiiteete s e sresareaesnne (1) (2) 3) {6)
INETESE EXPENSE..couirrmerscnricisisessisesssssssssarins e eneeascanessesasesssesevesssnssesnssans 43 42 127 125
Interest Expense with Affiliate .......ccocoivrvirevrniiecnn et e, 1
Income Before Income Taxes............ccoouiinniiiemininrreee e sssessassnnsis 193 146 491 436
INCOMIE TAXES.....cr oot carrerrans s bbbt e e e aresamenr st st sasmsmns 73 55 194 165
Net INCOMIC.........oiricreererri e as s s s e resenes bbbt st sasasssasasasnsnenss $ 120 $ 91 § 297 § 271

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 Months Ended Nine Months Ended

September 30, September 30,
2015 2014 2015 2014
NELINCOIME ...t e e ceenece s s en e rearsssssanr et e s e s ssame e menneanseersnnnen $ 120 § 91 $ 297 § 271
Other comprehensive income (loss);
Amounts arising during the period - gains (losses), net of tax (expense)
benefit:
Defined benefit plans:
Net actuarial loss, net of tax of $0, 30, $5, F1 ...veveeervieiierieieries s eereeeeen (8) (2)
Reclasstifications from AOCI - (gains) losses, net of tax expense (benefit):
Equity investees' other comprehensive (income) loss, net of
1ax of $0, 50, F1, B0 ctr e e s e e e naa e s (1) (1
Defined benefit plans:
Prior service costs, net of tax of $0, $0, $0, $0...emecvveeieeree v 1
Net actuarial loss, net of tax of $0, $0, ($1), $0.ccciviimiiiiiiie e v reresesnes 1 2
Total other comprehensive iNCOME (1058) .....civiiiieeieerirrrerereerenresseesenssnses 1 (6) (3)
Comprehensive INCOME................coccvrreimnennienereeseeesrerererseessseseserasassssans $ 121 § 91 $ 291 § 268

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

NEEIMCOIMIE ..ovrmriri st e e e s s s s ra s e s e R s st sa b r st pan it
Adjustments to reconcile net income to net cash provided by operating activities
DEPTECIALION ..ttt s e st et e e nn e ra s e s e e e s s e e sas s nanra se s asnanesan

Amortization ...............

Defined benefit plans - BXPENSE ..o st stvassrnr s s ssesnns
Deferred income taxes and investment tax CTeAItS .....ocuivveeeceeeeeceeeveeveer v esssrssesseeesesresas

Change in current assets and current liabilities
ACCOUDLS TECEIVADIE ..covvieiriicriir e resnsere e era e sne s e eemeese s san s senesaasa s st st sssannans
ACCOUNLS PAYADIE _....o.ormrrrrererererisrs s s e snsre st eve e se e smne s aasas e s s enssesemesmn st sbnsnmeassbane
Accounts payable t0 affiliates ........ecveverreecereresererie s e seraeessse s s s ss e e san s s sans s
Unbilled FEVENUES....c.vcirireerererreresrenesnrestrmssesssesmeserasesressteresassssssasteseresssasssnsessasssnteseessnssnns
Fuel, materials and SUPPLES ...vuvinissisisisisisnmire e s saer s seseessn st senssssssssesamanns
Income tax receivable .....occiveeeeseeeererenerecrencrere s ss s s eserassasasesssssar st s sstseemrarnnssarrserens
TaAXES PAYADIE....viveccererenrsaererenesteresmesrenesarssestsnsseststsarasssssssessassasssans seessststsesesssassnssssesssnsns
ACCTULH IMEETESE v.veuereerressenersiererirssmsassenssessssesssmsssstessssasssnssssnsnssansssnsssessssstoresesssassseransansns

Other operating activities

Defined benefit plans - fUNAING......cvmeeveniinenisssien it ase s
Settlement Of iNIErESt TAIE SWAPS ...ouvciieesiisiasssassasiiese s esresvrrercssssssssessressessssnssmsssssasssnsen

Other assets

Net cash provided by operating activities

Cash Flows from Investing Activities

Expenditures for property, plant and equipment

Net (increase) decrease in notes receivable from affiliates .....c.occeverereecereeneicreriieovseseeeerennns
Other INVESHING ACHVIHIES c.c.veererereeerceerersrererceereeeresanscrsesssantsasssssese st smmsnsbesebeseseresnssesesssnsns

Net cash provided by (used in) investing activities

Cash Flows from Financing Activities

Net increase (decrease) in notes payable with affiliates

Issuance of long-term debt .......c.ccccrerernencninenesssereremssrenesersesssseesssassessesstassssssemssssessemeas

Net increase (decrease) in short-term debt

Debt issnance and credit fACility COStS......ommmiriririiiniinisissssssseenstsceeenecsssss s e ssesssesessns

Distributions to member

Net cash provided by (used in) financing activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

Nine Months Ended
September 30,
2015 2014

297 % 271

286 262

18 18

29 18

199 251

29 11
(1) €))

(34) 7
(7} (2)

19 49

43 4
132 (28)

5

37 36
(2) (10
(66) (43)

(88)
4

8 5

895 851
(928) (843)

70

7

(921) (773)

21 22

1,050

(500) 103
9) (3)
as7n (327)

55 139
460 (66)

434 12

21 35

455 % 47

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)
(Millions of Dollars)
September 30, December 31,
2015 2014
Assets
Current Assets
Cash and cash eqUIVAIEILS .....ccceriinirisremsinren s sesss st s ss s s s nrsrasns $ 455 § 21
Accounts receivable (less reserve: 20153, $23; 2014, $25)
Customer.......c.u.... eeeieeeeteeeestetesetananeeaatenanneaneesmdeeeste s nneente et taanneranteneneerantveraresann 228 231
113 U 14 18
UnbIlled r8VENUES ...\ reeecvrererrrrrrererssrsressssressssssestsesssresssraerasssasnsanassesese 148 167
Fuel, materials and SUPPIES......coveerueresarsessesssssssserssesssscsresisssssssessssssessssesssnsasasesss 260 311
PrePAYIMIENTS . 11eecvisiae seseesssnarsssmniresesessessssseasssstaneasssrssrssiennnsesssananssessesserasssssansasssnsans 23 28
INCOME LAXES TECEIVADIE..cvinireriereesnsirranssnerassenessssris st sressmseensssmsbesnssesssssressrsnsasesnss 4 136
Deferred INCOIME LAXES ..oievieirerreeeeeserersmessseesmeness s tesesnssresesnsstssssaiarsssssssssssssssssssnns 68 16
REGUIALOTY ASSELS c.vuveeerereereaseressnermesenasesmmesarsssmmssmesssesssassassssesessssssnsssnsasssnsssssasssssssnse 27 25
O1hET CUITENE BSSEES. .. et ieteiiereerenceeserceesreessertsrestonesasststisssssssiosssessestassssinssississsninsen 5 3
TOtA] CUITENE ASSELS ..veeerirecreesereenaesresssesessessssasassmssssessessesessensesssscnsesnnssnsssrsssassnsen 1,232 956
Property, Plant and Equipment
Regulated utility plant.........oco oo reee e e seesnesa s s sesenscesnscsans 11,481 10,014
Less: accumulated depreciation - regulated utility plant.......cccoeeeoreeevvvesvesrnrenns 1,094 1,069
Regulated utility pIant, NEt. ... ecveeeceersierereircee s v e sssssmssassssesesessssssessssssnses 10,387 8,945
CONSITUCHON WOIK N PIDETESS .....ueucecereceeessriesnssassessesesssensnssssansssnsesssssasssssssmennas 839 1,559
Property, Plant and EQUipment, Net ........eeveeverererrsiminsinsiiaresscsesesenssmeseensssesssnsssses 11,226 10,504
Other Noncurrent Assets
ReSUIALOTY ASSEES «..cecirreririneri it re e aeste s e e e sass st es s e e basbsabsbsabeerer 685 665
GOOAWIIL ...t ee e cse e et e s e e s ness s s es s s e a e e e s ea e nsnasanesaaa s a st srnnvars 996 996
Other INtANGIDIES. .....ie e enr e st assans st asn s sneans s e vansberers 136 174
Other NONCUITENE ASSELS. .. .ceirereeserrrersnessesssersesssiesteisteinresssanesnsessnessnasesssessesssssnes 102 101
Total Other NONCUITENE ASSEES ....ceeeeereeeverrineieresrinrrssessessressenssssssesssessssssssssssssssmnee 1,919 1,936
TOLAL ASSELS ......ccvriveeeerernrsiereiss e issestissts bt s it bttt e et s s remeeemamemresonrasesevnnsseresnsssnsensen $ 14,377 $ 12,396

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

ppl10q_9-15 Final as Filed.docx Confidential 18



CONDENSED CONSOLIDATED BALANCE SHEETS

LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
(Millions of Dallars)
September 30, December 31,

2015 2014
Liabilities and Equity
Current Liabilities
ShOIT-LEIIN AEDL cueieeeceeccee ettt s ete s messessnsnss s te s e s b esa b esnesssesasssenesnessns sonasennses $ 75 % 575
Long-term debt due within one YEar ... ssssssssssesssssssssss s snesas 900 900
Notes payable with affiliates........covimiiiiii e 62 41
AcCOUNTS PAYADIE .c.oveciiie ittt s s 284 399
Accounts payable to affiliates....... ..ot e 1 2
CUSIOMET AEPOSILS. ..o st e e e veercscrsrasesevasarsn peresavasaes e ranesess 51 52
TAXES...0cviveisiirescemresmeeassesnsesr e se s e aresessr e s e sr s s st raerneasearesanen s sn et s se s e E e E s ar e basenenrrabantaan 36 36
Price risk management labilities .......cccoreeceeeeeecicincecet e e saenerene 5 5
Price risk management liabilities with affiliates ......c.ccvccvvvevrervrnrersrnismseesenneenn 66
Regulatory [Habilities ....coevveeire et sne st s n e sr s smeia 3 15
IDEEIESE ... ove e iarcrressse sttt ere s e et e s ses e ses s e e sen s e sans e et 60 23
Other current Habilities ...t 142 131
Total Current LIabilities.........ovvivvieriiiireeessesersscesseesssseressssssssnsssssesmssnssssmssnssasesssssens 1,647 2,245
Long-term Dbt .......oovoueeereieriiire vt a et ra s st sa s s ss st sar st 4,717 3,667
Deferred Credits and Other Noncurrent Liabilities
Deferred INCOME tAXES ...ocvcveiericerieees st rr s esss s s s e s b et s s sss s e st m b aab e e e e beteen 1,489 1,241
Investment tax CrEilS i it e r e s s e 128 131
Accrued pension obligations...........coccvcreresreirccree et 275 305
Asset retirement ObliZAtioNnS ...........vcceccererseermnrcrenreerssnese st e e e a e et e 488 274
Regulatory liabilities......coincrieiiienniniiiin e sc e 937 974
Price risk management labililes ... 45 43
Other deferred credits and noncurrent Habilities...... oo eeeccveececvrevaeessreversseressesessens 214 268
Total Deferred Credits and Other Noncurrent Liabilities ........cccveovvvceveveerceennsnsennns 3,576 3,236
Commitments and Contingent Liabilities (Notes 6 and 10)
MEIMDE'S BQUILY ...oceeceeeien e rre e ssrsrs s sens s rstssersss stn st b e seesemessns e e e snesssnasens 4,437 4,248
Total Liabilities and EQUILY ............ccoceiirereeeee e rresesirvessesrevessessevassessrsessseremsanans $ 14,377 $ 13,396

The accompanying Notes to 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)

JUIIE 30, 2005 ...t icreere e reras e s s s nasssas s s nessse s s rans s se s pa et s re s bR Re TR e s SR S AT eR e e sane e anre e et v Rt e sanesneesrRneenant
INEE ANCOITIE . ..veresiecsrerereneesareeseriennsesssessansrssesssamsrssessmnssnseseranssanssesmnseemesssmnerssesesans bascentospamsemne s smnsvanssesmnevansesrnnesnant
Contributions fTOM MEIMDET......ciiciircciirrerscsreeris e rsren s s rerressesrerr e snreranssasarssressaseestensnnssrnsnesmnsnansansrasanseeransenaes
DiSITIDULIONS 10 MNEINDET ..eeiiiii e e cieeseeestessmssssessssasesssearerasasessrasnesssensmmsssasensesesatesstes saneesasensmnevnsssnssnsssntessunsrssss
Other comprehensive InCome (J0SS).....un i e e e s s e
September 30, 2015........ .ot sre e e er et e ss b sh ea ke sk R beeAe S adbe b es bt eh e bbb menmesnnvmse s ranera e neenerate

December 31,2004 ... eeeeressnesersrersrraaseae e v e Re T o R R APE S et sa e e e s e Rs e be e bt e aeenbraben
INEL IMCOIMIC ... ccovrire e rerrrnnrrsreessnsssre s re s s e s e s see s be s same e saeessnasesstensmnsenstensnnsvansessannsebesates srnsesssssssnnssssssastiss oetsnnsns

DASITTDULIONS L0 IMBITIDEL ..o iriiiiieicitieieeceetiiee e sst e se s e meesnsrssaneresssasaseesssessssasnsssssasssssessssserstassnseessssensessanmenne

Other comprehensive INCOME (JOSS)........ciivieiieiiie i vt s e s et eseserssrsssste ihanssrensasassesssnsstesasnsstese )
SEPLEMDEE 30, 2015 ...t rrae e e et st sesesasm s s st st e ea s e st e nese s s va s sa e saees

JURE 30, 20T ...ttt e et et s e et en e e st eans e eeasas et eR b s eh s eA SR SRR bab RS bo LA S St 4D bbb r e vmre e nennes
INEE IMICOINIE .. e e e evreeer et s e s e s seessrasssesseessensessnsesnsssnsesmeesanese e s b ne hessRrassabesabeant Serasaes sesaseerss sassasesanssssnannaes

December 31, 2003 ...ttt et s e etesmtemeeeesmme e eane e e s esassaranss e rara e see e s bea et em bt s eanens e s eenrans
N DI OIIIE . ceerreecrrecereeereeecee s s e s es e s ms e s e saeasaee s resssesaansaeaseanaeensensmenm s nmeeAa SR eentesneesntsmsesssesmassasersensessasennsenn

Other comprehensive INCOME (JOSS) ... .o riierirrrirereiressecssriseseeserne et rrrsserterrssessonsstsrsinsse st araassstansassssansasestansesansons
SeptemDer 30, 2014.........ooe it e e e e s st e ettt nese s smemeRe e rRe e

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)
{Millions of Dollars)

Three Months Ended Nine Months Ended

September 30, September 30,
2015 2014 2015 2014
Operating Revenues
Retail and whOIESAIE. ......cervrmrrrerrrrsrsrasmrararesrssrssssssssssssssssssssrsssessessssnens $ 349 3 334 § 1,089 § 1,096
Electric revenue from affiliate........ccocvveverncreverrnresnreresererse e rsesens 2 13 32 74
Total Operating REVENUES ......cocviieinisiscsceceerreresrerarsrs s sesesssssmsssssasans 351 347 1,121 1,170
Operating Expenses
Operation ‘
FFUEL ... rrreecensensesesaesesenssmeusmnnssanesasneenesseansve s sneans st sasasabatevensseennnsans 82 99 267 320
Energy purchases ........cocceovvcrevnverersnsersnmmss s st eaesrons 13 20 129 167
Energy purchases from affiliate ... eerenns 9 3 17 11
Other operation and MAINEENANCE.......cccvereeerecereeeviesr s e rersanes 87 04 286 286
DEPreciation ......cocimiiicnicssss i e e ssrae e s e 40 39 122 116
Taxes, other than ICOME......ccevverieieeeereeereeererse ettt s s craseeemeeameeenas 7 6 21 19
Total Operating EXPENSES .....vovvcirinmninnsisisieniecasnnsssssssesesssssssssssnsen: 243 261 842 919
Operating INCOME .........coccereereeere e rsrere s st sseenns 108 86 279 251
Other Income (EXPENSE) ~ NEL...vursrererimeeremrancssessessssssreresssessossasees semesanas n 3) (3)
INErESt EXPONSE......irecrererererermrreiersceresessesasassnteseesasesesseesernessseseesesnsasansas 13 13 39 37
Income Before INcome TaXes...........cc.coveereeieceinecssesscneseesssssnesssceeses 94 73 237 211
INCOME TAXES....iruntinrinsiasasasireniesse e resasesssses et essnssvesssessessnssnsssseresssasanassnns 36 27 91 78
NEt INCOME (A) ..vveeeerrerrrceecnece s esesss st saesssaesranssesrassnensaseressnsaen $ 58 % 46 $ 146 $ 133

(3) Net income equals comprehensive income,

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 Deollars)

Cash Flows from Operating Activities
INEL ITICOITIE 1.uevueiesiessecsneessesrresserssesssrsssassennassnnesmssasssssessesssessses st sss esessssssnssnnssansssansseassensssasnsns

Adjustments to reconcile net income to net cash provided by operating activities

DIEPIECIALION 1evrusiee ettt ettt s e s b et et st e sa s s ane e seanna n e s ana s
ATNOTHZAON ..o et ccreacacets e eememessss s e e e msoas s se s b st st senanmsmssnsnasas
Defined benefit Plans - EXPENSE ....cccceccrerceerneamnermrerermrersesrarresesemss et se st sesosnssssssesens
Deferred income taxes and investment tax Credits .......ooceuecececeesere s

Change in current assets and current liabilities
ACCOUNLS TECEIVADIC .ottt ar e e vnens

AcCCOUNLS PAYADIE ..ot e e e e e et s st v
Accounts payable to affiliates ........ccconeiiie s e
Unbilled TEVENMUES.. et sestsissstasietsseesareresesrrsssssesesessssssassesesasssasssnssrensmnssssaes
Fuel, materials and SUPPHES .....ccooviieiciersiiniecsisisinrerrsssssrreesesssssssssssssssseassssssmenssmnsssnnes
Income 1ax TECEIVADIE ... e re e as s s s e s s s s e
TaXES PAYADIC.......eci i recnrnres e sse e e s ess s e e se e s e s s be e e n e
ACCIUBH INIETESE —....o.roriiieirenierersicrnsasresssesnesraressnsesesssasnsssnrensrassmasssesessesessssssnsesssssssessnseanas

Other operating activities

Defined benefit plans ~ fUNAING....cceoeoeeeeeeeere s s st em e one

Settlement of INtEIESt TALE SWAPS ....cocememrececrceeret et s rs s ssss e sessassts st becennnesetereseraseres

OHET BSSELS ururererercrrerssessrteseieesseesessrmseemsssressasssssessrsssessssensasss st st sasssseas ssnmsrsnssenesesesssnssane

Other liabilities
Net cash provided by operating activities ........cccciveivreeieesceienienie e nasssens

Cash Flows from Investing Activities

Expenditures for property, plant and eqUIDMENL ..............ccoeueceemuieonsseserssesesssessesrsessssesens
Net cash provided by (used in) investing activities.......cccccceerrreecenrrrrcsesneerere s

Cash Flows from Financing Activities

Issuance of 10ng-{erm debt ...ttt s
Net increase (decrease) in $hOTt-1EITI dEDE ..uvvvveeriiieesisissesene s reeesssss e ceneresssesessese e sren
Debt issnance and credit fACIlity COSIS....ocormecneirecrrr e rrrrsrrserssrsrassassssraressseseresssnssesanss
Payment of common stock dividends to parent..........ccccvevevnccniiencnssnnessrnien e seens

Contributions fTOM PATENL ... veiieseiiririencecsicee st e rrererarrarssssareresessssasessensassssseresensessnsenns
Net cash provided by (used in) financing aCtiVIties ..o eeeceeree v sesa renens

Net Increase (Decrease) in Cash and Cash Equivalents ................covovvvvivnmnennininininisenens
Cash and Cash Equivalents at Beginning of Period.........coeviunninnieesesnsesccecercec e seereeeereneens
Cash and Cash Equivalents at End of Period.......c.ccooevirieriererrrreererencesecsinsessscnsesseveee s

Nine Months Ended
September 30,
2015 2014
146 % 133
122 116
9 9
10 7
93 31
25 (2)
10 4
4 (am
(14) 8
(1) 4
13 27
21 5
74 (2)
(1) 10
9 9
9 1
(25) (12)
(44)
10 1
a )
469 327
(519) (422)
(519) (422)
550
(264) 123
(5) ey
(81) (83)
20 73
220 112
170 17
10 8
180 3% 25

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)

September 30, December 31,

2015 2014
Assets
Current Assets
Cash and cash eqUIVAIEILS ......cccivereciencssrsrsssssnnss s sessssssrsrsassssnssssssssssssrnsenes $ 180 § 10
Accounts receivable (less reserve: 2013, $1; 2014, $2)
CUSIOMIBT c.vvseveeseeermcemsesmesassesaests e see s eatens sbeasete s b easensaes ses s sbesesns st sesns et ensassbansesanben 97 107
0 T OO OTUSUU ST 9 11
UNDIIEd TEVEINUES .......eeeiireirssieresssssesirssssssesaeesssessseesassssssmamsnm srmsessnssesseetbnesnnsessnnesnn 63 76
Accounts receivable from affiliates ........cco.ooeeoeiirec e e e 19 23
Fuel, materials and supplies........oovevrccmrivicci i 133 162
PrePayIMEnts.......coiiiiciet e ecenree e reneses e sen s snsassessanesnsasssses raresrassassesenes 6 8
INCOMmE tAXes TECEIVADIR. ...ivverrirserees e e s st e sresarsres st e sanabesasssensnane 74
Deferred iNCOME tAXES vouverrrrrrareesrsrnsrersnesesssssssresssssssssassessnsressessesassrsssssesssesnessessrns 23
REZUIALOTY ASSELS 1vvvvverrrassrrresreressassreneseensasssirmssasesiasssnserarsessasssasastanassasssnsessarsnssesanes 11 21
OLHET CUITENE A558E8. 01 esriuessaerareesrersrarerairersrssesssnsssstesssstessssreesssssssssssssssonsstesssssessssanes 2 1
TOLA] CULTENE ASSELS ..ecoueeeierieecneierrcrreeereesserssesssisssresssimmssersrsasrasasssaseosserssssasssmsemnan 543 493
Property, Plant and Equipment
Regulated tility Plant........cocoeveeireeeecsreecsse ettt bes s ssssrs s sss s 4,651 4,031
Less: accumulated depreciation - regulated utility plant...........cocvvereinnnneneceenen 384 456
Regulated utility plant, net........oceoirieeereeerecmcnirenesieseeiesie e e e rsssreassansesssnsnnenses 4,267 3,575
Construction WOTK IN PIOZTESS .....viveiriereercrressssesssssssessssssssssesonsesssssssesssesssnsssseses 414 676
Property, Plant and EQUIPIMEDNE, NEL ..o s sers e e sesssne e snnes 4,681 4,251
Other Noncurrent Assets
REGUIAIOTY BSSELS .ecurreeirieiererimeiiresisie st ere st s s st srs s s s s en e rsans s besnsa b ea e baabanen 396 397
GOOAWIIL ..o rcetectectesee st e becre s cee s eesmsssesvesns s sersee st s et aranassnsansns s smssbensnacmannnn 389 389
Other INANEIDIES.....ccerrerereerrrererertsess et ea s e se s naasnabanas 79 97
OthEr NONCUITEIIE BSSELS..cuierrererereirieirrerseesrtesessesssneesassnsssrtorssssssesssasssssasassessssssssnnas 28 35
Total Other NONCUITENT ASSELS 1.vivieiierrererersessennisnssssasssssissessssssssssssssssesssessessessesns 892 918
TOLAL ASSELS .uveveeeeeeeereeeeeereesssesssssenssessstesssessssnsersssesssnossnssseserasabessasnssesesessssssssaneeeses $ 6,116 % 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)

September 30, December 31,

2015 2014
Liabilities and Equity
Current Liabilities
Short-termm bl ..ot s bbb ea e st ea b b sabe s snabas 3 264
Long-term debt due Within ONE YEar......ovocreeerisesisrsiitresis it smsressemeesceeeeeeeesrsseasnees $ 250 250
ACCOUNLS PAYADIE ... oo rercre e cr s strsesss s bbbt s cet e e e e sasaranas 191 240
Accounts payable 10 affiliates.......cuuiinnimnminin e enes 20 20
CUSIOMET HEPOSIES. . eeueseeirisieirisieiiaisiesissste st ssmemtataesbesbese s resnneresssareessessrtesasssonsensannrs 25 25
T XS ettt sttt vttt s e et s a e e s en e e st e R e b eravRsan 18 19
Price risk management liabilities ......ccovvrereecemereneeeeeceece v v 5 5
Price risk management liabilities with affiiates ...........ovvermcrcnsiscercrssc e, 33
Regulatory LIabiliies.......cveerirerroreeermrenenessarmesenssneseniseresssnssssasssssse sesasasssssssassasenes 15 10
INEETESE .. rrcerasrcranrsnsarsse e et sensssme sme s seasa s s s e sesee s s enans et seass e s ersnsanrnes 15 6
Other current [Habilities .. .. crvvvereenrerresrereseresermemiesinereresssssssessesssssssiess sasensassesesesns 50 42
Total Corrent LIabilIIes. ...ccccereeeresvrevrsssrersirevssssressessrssrserssssssesssssssesssssssessanssssasos 589 914
Long-term DIEbL...........co ot s saseas e e et saes 1,653 1,103
Deferred Credits and Other Noncurrent Liabilities
Deferred iNCOME TAXES ..oveuverreeeirereceereesiesesi e errssrs e ss s ssresassssesessessenssssssensassassssse 318 700
INVvestment 1aX CTEAILS .uvuvuciesiiriiinitie et s er s s sers st sas s a5 36
Accrued pension ObLIBALONS........cccccvrerriie s e et sesssssssarssssssssmsasssasansens 34 57
Asset retirement oblIZALIONS .......coeririsvsrss s et ber s 147 66
Regulatory Habilities. ... crcscreserssssssseesssesienessssesessssnssssesssssssnssssssssssssnsenes 439 458
Price risk management Habilities ..........cc.o e reirienenceseneeseseene e erenen e e 45 43
Other deferred credits and noncurrent Habilities.....oou cemiveeieeeevecscnniceicerers e 97 111
Total Deferred Credits and Other Noncurrent Liabilities ....cuvvvesererreeseesssnerniniines 1,615 1,471
Commitments and Contingent Liabilities (Notes 6 and 10)
Stockholder's Equity
Common $tOck - N0 PAT VAIUE (2)...cueereereererenreerinseesssmesesceesevrssrersssressessssssssesssesesnens 424 424
Additional paid-in CAPILAL .....uvecrvsreriersuresisssanssssisnmsssiesserssessrsesssseesssssssssesssesssssessen 1,541 1,521
Earnings reinvested... s vmsesresissssssssssssssssesesesesesesssesssssnsssssssiesssssscns 294 229
TOtAl EQUILY ettt stssti it ece e nssvsnsesasss s et sassssessssanesrsssnssssessanas 2,259 2,174
Total Liabilities and EQUILY ..............cccvovveeeieermreris e sesssemesesesessesssss et sessssssesens $ 6116 $ 5,662

(a) 75,000 shares authorized; 21,294 shares issued and outstanding at September 30, 2015 and December 31, 2014,

The accompanying Notes 1o Condensed Financial Statements are an integral pant of the financial statements.
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CONDENSED STATEMENTS OF EQUITY

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

June 30, 2015 ...
Nt ANCOIMIE . eeeeer et eeecressstrs e ssssesses s s e e en s e emnanmmeensns e sns
Cash dividends declared on common stock ......c.ueccevereennne.
September 30, 20I5........... e

December 31,2004 ..........c.oooo i e
NEL INCOME couvieeecerrr e serie s ssae s esssssesssssssaas sosessnsaansbesans
Capital contributions from LKE ...
Cash dividends declared on common stock ......ceeeveecnnnnn
September 30, 2015 . . e

JUne 30,2014 . .........ccooreirvrririre e ssressanseeans
INEL COME ettt ettt s stiee e i s s e seenmenssssnasa e aeaennne

December 31, 2013 ...t resese e
NEL INCOME .. ccveiererervrrermrsrrrerserrsrssaraersersssresrrsrarsssrssessesssess
Capital contributions from LKE ......cccceevinvencscnesinseessen
Cash dividends declared on common stock......ccccveeeeennnn
September 30, 2014 ...

Common
stock
shares Additional
outstanding Common paid-in Earnings

(a) stock capital reinvested Total
21,294 424 1,541 §$ 259 § 2,224
58 58
(23) (23)
21,294 424 1,541 § 294 § 2,259
21,294 424 1,521 % 229 % 2,174
146 146
20 20
(81) (81)
21,294 424 1,541 § 204§ 2,259
21,204 424 1,417 $ 192 $ 2,040
46 46
20 20
(23) (23)
21,294 424 1437 § 222§ 2,083
21,294 424 1,364 § 172 $ 1,960
133 133
73 73
(83) (83)
21,294 424 1437 § 222§ 2,083

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

The accompanying Notes fo Condensed Financial Statements are an integral part of the financial statements,
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CONDENSED STATEMENTS OF INCOME

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Operating Revenues

Retail and WholesSale.........ccoceceeeeernreerissrnremsrsenesnee e esne e e s sssassns saasaas
Electric revenue from affiliate.....ccvreerrcrrererememnseesninneniororeinisessesesases
Total Operating Revenues............cvim s

Operating Expenses
Operation

FUEL ottt e
Energy purchases ...ttt
Energy purchases from affiliate .....occocveeeeiiicviininsenincin
Other operation and MAINIENANCE........oeeerererrcrssisisnesss s
DePIeCiation ... ...ocvvvceerreeeresessereesssrsresmerre s e s earemesneneemenens
Taxes, Other thal INCOME......c.vevivviimeeereersssissssetessensrorsessssssssasansssssssansns
Total Operating EXPEINISES .....cccueerirrerssnmsarrsrseniessnssensassssnsesssessressnes

Operating INCOME ... ...t rnee e rsarsest e e saee
Other Income (EXPENse) = DEL.....occvsoeeceee e ceeeaeseienieeesae e ey eeonspaemeneseeees
Interest EXPense. ... rmeiiiiniiccs st nnccis s s ses s ssnens
Income Before Incomie Taxes.............occenimniinccncnsiniiriesninees s ssesnnas
INCOME TAXES . .ceiireririrenieirssnsereisreesrecsresmsess s mssnsansesnmssreessesssesssesassssensans

Net INCOIME (@) ...ccccreeereiiecririiiiiiissssesesssssssssssssrasssasssinsssareressseraressenranes

(a) Net income approximates comprehensive income.

Three Months Ended Nine Months Ended
September 30, September 30,

2015 2014 2015 2014

452 $ 419 $ 1,325 § 1,313

9 3 17 11

461 422 1,342 1,324

146 141 428 428

5 4 14 17

2 13 32 74

108 97 321 302

57 50 164 145

7 7 22 20

325 312 981 986

136 110 361 338

@ 1 I

20 19 58 58

116 90 304 279

44 34 115 106

72 3 56 § 189 $ 173

The accompanying Notes 1o Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF CASH FLOWS

Kentucky Utilities Company
(Unaudited)
{Millions of Dollars}

Cash Flows from Operating Activities
NEL INCOINE ...coverirmiirreseis st ecseessesnsssasenes et sste s oesssssessnssesanesessasarsssnsnsssesanesesnnesssse srsnsesasens
Adjustments to reconcile net income to net cash provided by operating activities
DEPTECIATION - e e e et sme e et et s et b e e e e st e saraensens
ATNOTHZATION +eereeetereermeese e sssse s rsseserssse s e sme s s rnr e sranssresmssess s seressssosanssansenresnannas
Defined benefit pIans - EXPENSE ....cocveeeeesersssresereseerrsesssnsnessssmsnessssess s betes s snsnscssesassnsses
Deferred income taxes and investment tax CIEAILS ......ocecerereeesnreeresserersncesnsieseseneceveseesnesns

Change in current assets and current liabilities
ACCOUNLS TECEIVADIE ..o cvrvrrrrerrr s s ms e s sra s aresabesara e sas s s e sere s ressasesanenesnssnnens
ACCOUNES PAYADIC ......oeoeververernrernrracsssismnesaenssssesrereseessanenssaresmrasasansarssassessssstnsesssasesssasessan
Accounts payable t0 AffIlIAtES ......ceovreeeeierrseserenes e et s see e s sne e e e sms e s se st ana e ane e s
UnbillEd FEVEMUES...ouiciinceee e vrs et srs ettt et s e s s sarar s e e se e ses s e sesansbesasnnabas
Fuel, materials and SUPPLIES .......cvrvevervrneermesrenseerereracssssensraresmrassransassesmsasssssssssessssemsasssnsnens
INCOME taX TECEIVADIE ......cveeeeceeeeie e ceriecre e s e e e e e es e era s bean s st b s s e
TaXCS PAYADIE....eeureecrrerrensaaersssnesmrrsmsassenesmeseenssmessseeassnsss seesassesssssnsssssanssssssesesesssnsassensensas
ACCTURH INIBIESL .eereeeieereeereer st crerrerrer e e v nerarrrsesnsesaresras sarssaarseasssssssssnsasssnssssmessssssersesnneas

Other operating activities
Defined benefit plans - funding.......c.covmimiinii it
Settlement of INEIESE TAE SWAPS ....cc.cveerrereesensensenerssseesssaneeessmee s s srssssresrs s stassasanssenssassans
ODEL BSSELS c.uiveeiicie et rar s ssene st sanessane e se s sasesesesmsns s smemsurasasssers sh s s be e seaba st arassaseans

Net cash provided by operating activities .......ccocveercerrreresessenseecerincaern s rvesenerevessnaens
Cash Flows from Investing Activities
Expenditures for property, plant and eqUIPIMENL .........oeecee s s
Other INVESHNG ACHVIES c.ecveveieeereerrreerereresssressemmasrasseemsssenssesseessssssssssssssssssssesassesesssensemeas
Net cash provided by (used in) investing aCtiVIties......coceeceeereecereeeercrereines s seseessins
Cash Flows from Financing Activities
Issuance of long-term debt ... e
Net increase (decrease) in Short-term debt ... ccee e se e eenene
Debt issuance and credit fACIlity COBLS....ouaummraerrr et easssssanasanaens
Payment of common stock dividends (0 PArent.......ccceoceereececerserenreseeeseene e csvesssssmssnnes
Contributions fTOM PATENL .......coeevererenrsreneersirereersssssessemssreresmesesssssesssnsssssssstesesessssessasssassas
Net cash provided by (used in) financing activities ...c.covceevecrerecesercsecececcene e e sessssnsens
Net Increase (Decrease) in Cash and Cash Equivalents...........c.ccoovvreeerieiennersecvenrennnne
Cash and Cash Equivalents at Beginning of PeriOd........cvceneeisesesssssssssesessssrsmnieseseressssseesees
Cash and Cash Equivalents at End of Period. ... rmrrrverrvrcnrsenseveesernesesssvesssssesnens

Nine Months Ended
September 30,
2015 2014
189 3% 173
164 145
8 8
9 4
132 129
4 11
(11) (8)
(18) 6
)] 4
6 22
22 (D
60 (3)
9 (12)
19 18
(3 (8)
(20) 4)
(44)
9 (2)
4
510 486
(407) 418)
7
(400) (418)
500
(236) 20)
4) (1)
(106) (112)
66
154 {67)
264 1
11 21
275 % 22

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 Dellars, shares in thousands)

Assets

Current Assets

Cash and cash equivalents ..........._..

Accounts receivable (less reserve: 2015, $2; 2014, $2)

0111147111 QU

Fuel, materials and supplies............
Prepayments.......ooeesccenecesenseieennes
Incorne taxes receivable..................
Deferred income taxes .....ccc.covevenne
Regulatory assets ......cceceeeceerseerenees
Other current assets.....cooeeveveveneenens

Property, Plant and Equipment

Regulated utility plant.........cceueue...

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

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

Less: accumulated depreciation - regulated utility plant...........coccvvveeevscrnrnevesvnensnnans

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

Property, Plant and Equipment, net

Other Noncurrent Assets

Regulatory assets......ccoovececereecnnen.
Goodwill.....o.o i
Other intangibles.......cooeeeerececrees
Other noncurrent assets.........oveeeerns

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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September 30, December 31,
2015 2014

275§ 11
131 124
5 6
85 91
127 149
7 10
60
30 2
16 4
3 2
679 459
6,328 5,977
710 611
6,118 5,366
421 880
6,539 6,246
289 268
607 607
57 77
61 58
1,014 1,010
8232 $ 7,715




CONDENSED BALANCE SHEETS

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

September 30, December 31,

2015 2014
Liabilities and Equity
Current Liabilities
SROIT-TEIIIL GEDE cveieiiseireei i rercree s e s eeesas s sarsasesssasesssasssbenssssssoresnsnessasesesssnassssssnssas $ 236
Long-term debt due within one Year ... e $ 250 250
AcCounts PAYADIE ..o e b e e e s s 77 141
Accounts payable to affiliates........... ..o 41 47
CUSIOMEL BEPOSIS..c.cvmicreicrntere e veeresesssreresesr e s s srae s e sesasesnsassasesanssnsasasesesensseasas 26 27
TAXES. vttt eccccsrererer et s s ssasresesnsasssa et sassesassesase seeasma s e seeasnaeee e sasanar s nEs 23 14
Price risk management liabilities with affiliates ............ccoreeruermrnsansrsssssesnsessrerasnns 33
Regulatory Habilities......cooeeeeereeeee et ss s s bbb bbb e e s enre e 16 5
IIEETESE c.cvii ittt e e rsevrese e s s e sme s s eberese e e e e st e s neeme e me e sasamas s v essesersaias 30 11
Other current LabiliIEs ........oereisreeesrserrernererasisnesssesnsemsseresssmsssensssssssessssesessssasemens 53 41
Total Current LIabilities.......cccccoviniviercirrnieceec s se e e smeesseemssassevasssssssnsnins 516 805
Long-termi Debt.........coooiiiii e cecsretesetsaste s s s e s smess bt sr e ana b b e 2,341 1,841
Deferred Credits and Other Noncurrent Liabilities
Deferred INCOME LAXES .....oicveie i sicsstesie e tesetertvrsasessarsasssssesassss snsansns smsasenesseness 1,048 884
Investment tax CTEIIS ...cocvriieienccinitiriin vt rr s s rn e s se e seeme s sesesr s nas e 93 95
Accrued pension ObHERUHOMNS. ........civvvrreverersresesesiesssssssssess s s ssseresesesessesssinssinins 44 59
Asset retirement OblIZALONS .....covvevvvrrrerrnesseeesesesmsms s sssesersssseresesssessssss s 341 208
Regulatory LEabilIHES. .. cc.ccoviiiverrsieereneresesesnencassesssesesesmsssssesesesssesesssasasessasesssinsssnes 498 516
Other deferred credits and noncurrent Habilities.......vvcveveereresresresssmssnsinenns 63 101
Total Deferred Credits and Other Noncurrent Liabilities .....ocvevevereeveresnessinsnenene 2,087 1,863
Commitments and Contingent Liabilities (Notes 6 and 10)
Stockholder's Equity
Common Stock - N0 Par VallE (B).....c.ccccvrirerermmeresseseieenceries e sessssssssssvesevssssssssses 308 308
Additional paid-in Capital .........ocvvrerrrrvesrme s 2,596 2,596
Accumulated other comprehensive income (I08S) ......c.cvvecrererervsreesierersersessssseeeses )
Eamnings reiNVESIEd.... ..o vveireincsirnsssssesnssssse st srases s sae e e s eane s sbs sis bt smemene 385 302
TOtAl EQUILY cvovucrct ittt st cere st st sevasesmsss s ens s ssas st sras s nrn s sesasesssessasananaan 3,288 3,206
Total Liabilities and EQUILY ............cocovvnirinminmeniciinrieneseeesessssssssssssssssenns $ 8232 $ 7,715

(a) 80,000 shares authorized; 37,818 shares issued and outstanding at September 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
June 30,2015.......coie e 37,818 $ 308 $ 2596 % 338 % (I $ 3,241
Ju = 0 e 1 S T2 72
Cash dividends declared on common stock (25) (25)
September 30, 2015..........cccconviiiiinniene 37,818 § 308 % 2,596 $ 385 % (1) $ 3,288
December 31,2014..............c.cooveneeeee 37818 $ 308 % 2,596 % 302 $ 3,206
Net INCOME. .....coeeeacareecrrrrre s e sessvenes 189 189
Cash dividends declared on common stock (106) (106)
Other comprehensive income (loss)............ $ (1) (1)
September 30,2015.............cc.ccocoeervevnee. 37818 § 308 § 2,59 $ 385 § (1) $ 3,288
June30,2004..........covnereere e 37,818 % 308 $ 2,571 % 261 53,140
Net INCOMIE....ccoeermecerrerrreevrnres e rrresaessnesens 56 56
Cash dividends declared on common stock (26) (26)
September 30,2014..............ccoovecmeeenns 37,818 % 308 $ 2,571 % 291 $ 3,170
December 31, 2013.......cooviiieeceeereeeeeen 37,818 § 308 3 2,505 § 230 § 1 $3,044
Net iNCOME.....coceieee e sssssas s esnne 173 173
Capital contributions from LKE ................. 66 66
Cash dividends declared on common stock (112) (112)
Other comprehensive income (loss)............ (1) (D
September 30, 2014..........ccceecerevevrernnnnns 37,818 % 308 % 2571 % 291 $ $ 3,170

(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
(Al Registranis)

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 ate 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 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 and nine months ended September 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 September 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 former 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 additicnal 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 vsing a market approach based on the purchase price paid’
and are classified as Level 2 in the fair value hierarchy, During the three and nine months ended September 30, 2015, PPL
Electric purchased $361 million and $968 million of accounts receivable from unaffiliated third parties. During the three and
nine months ended September 30, 2014, PPL Electric purchased $260 million and $874 million of accounts receivable from
unaffiliated third parties and $77 million and $261 million from PPL EnergyPlus. PPL Electric's purchases from PPL
EnergyPlus for the nine months ended September 30, 2015 were $146 million and include purchases through 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
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longer an affiliate of PPL Electric. PPL Electric's purchases from Talen Energy Marketing subsequent to May 31, 2015 are
included as purchases from an unaffiliated third party.

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 nine months ended September 30,
2015, this change in useful lives resulted in lower depreciation of $22 million ($17 million after-tax or $0.03 per share) and
$64 million ($50 million after-tax or $0.08 per share),

New Accounting Guidance Adopted (All Registrants)

Reporting of Discontinued Operations

Effective January 1, 2015, the Registrants 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 compenents 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 cperations 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 reportable 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 September 30 are:

Three Months Nine Months
2015 2014 2015 2014
Income Statement Data
Revenues from external customers
U.K. Regulated $ 552 % 644 3 1836 § 1,964
Kentucky Regulated 801 753 2414 2,409
Pennsylvania Regulated 519 477 1,625 1,516
Corporate and Other 6 5 14 17
Total 3 1878 % 1879 § 5880 % 5,906
Net Income
U.K. Regulated (a) 3 249 § 295 § 814 % 688
Kentucky Regulated 111 82 267 247
Pennsylvania Regulated 55 57 191 194
Corporate and Other (b) {19 24) (74) (100)
Discontinued Operations (c) [&)] 87 (915) 13
Tota 3 393 % 497 § 283 3§ 1,042
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September 30, December 31,
~_2015 2014
Balance Sheet Data
Assets
U.K. Regulated 3 16,382 & 16,005
Kentucky Regulated 14,043 13,062
Pennsylvania Regulated 8,305 7,785
Corporate and Other (d) 516 1,095
Discontinued Operations (c) 10,917
Total assets $ 39246 $ 48,864

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

(b) 2015 includes transition costs related to (he formation of the Talen Energy organization and to 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 eliminaticn 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 cutstanding 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 periods ended September

30 used in the EPS calculation are:

Three Months Nine Months
2015 2014 2015 2014
Income (Numerator)
Income from continuing operations after income taxes 3 396 § 410 § 1,198 3 1,029
Less amounts allocated to participating securities 2 2 5 3
Income from continuing operations afier income taxes available to PPL
common shareowners - Basic 394 408 1,193 1,024
Plus interest charges (net of tax) related to Equity Units (a) 9
Income from continuing operations afier income taxes available to PPL
common shareowners - Diluted 3 394 3 408 3 1,193 $ 1,033
Income (loss) from discentinued operations (net of income taxes) available
to PPL common shareowners - Basic and Dileted 3 3 § 87 $ {915) 3% 13
Net income $ 393 0§ 497 283 % 1,042
Less amounts allocated to participating securities 2 2 1 3
Net income available to PPL common shareowners - Basic 391 495 282 1,037
Plus interest charges (net of tax) related to Equity Units (a) 9
Net income available to PPL common shareowners - Diluted 3 N8 495 3 282 3 1.046
Shares of Common Stock (Denominator)
Weighted-average shares - Basic EPS 670,763 664,432 668,731 649,561
Add incremental non-participating securities:
Share-based payment awards 2,939 1,970 2,523 1,360
Equity Units {a) 14,080
Weighted-average shares - Diluted EPS 673,702 666,402 671,254 665,501
Basic EPS
Available to PPL common shareowners:
Income from continuing operations after income taxes 5 059 % 061 % L8 3% 1.58
Income (loss) from discontinued operations (net of income taxes) (0.01) 0,13 {1.36) 0.02
Net Income Available to PPL common shareowmers $ 058 % 074 3 042 % 1.60
Diluted EPS
Available to PPL common shareowners:
Income from continuing cperations after income taxes $ 059 § 061 § 178§ 1.55
Income (foss) from discontinued operations (net of income taxes) (0.01) 0.13 (1.36) 0.02
Net Income Available to PPL common shareowners 3 058 § 074 % 042 § 1.57
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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 September 30, PPL issued common stock related to stock-based compensation plans and the DRIP as
follows (in thousands):

Three Months Nine Months
2015 2014 2015 2014
Stock-based compensation plans (a) [,368 210 3,805 2,228
DRIP 475 425 1,318 425

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

See Note 7 for additional information on common stock issued under the ATM Program.

For the periods ended September 30, the following shares (in thousands) were excluded from the computations of diluted
EPS because the effect would have been antidilutive.

Three Months Nine Months
2015 2014 2015 2014
Stock options 1,484 527 1,218 1,901
Performance units 49
Restricted stock units 41

5. Income Taxes

Reconciliations of income taxes for the periods ended September 30 are as follows.

(PPL)
Three Menths Nine Months
2015 2014 2015 2014
Federal income tax on Income from Continuing Operations Before
Income Taxes at statutory tax rate - 35% $ 189§ 214 % 571 % 547
Increase (decrease) due to:
State income taxes, net of federal income tax benefit 15 13 44 28
Valuation allowance adjustments (a) 3 8 49
Impact of lower UK. income tax rates 40 48) (138) (124)
U.S. income tax on foreign earnings - net of foreign tax credit (b) 26 49! 47
Federal and state tax reserve adjustments (c} ¢} (21)
Foreign income tax return adjustments 4
Amortization of investment tax credit (1) 1 3 3
Depreciation not normalized n (3) (4) )
Intercompany interest on U.K. financing entities 4) (15) (4)
Other (5) (5) (5) 1
Total increase (decrease) (45) (13) (139) a3
Total income taxes 3 144 § 200§ 432 $ 534

(a) Asaresult of the spinoff announcement, PPL recorded deferred income tax expense during the three and nine months ended September 30, 2014 to
adjust valuation allowances on deferred tax assets primarily for state net operating loss carryforwards that were previously supported by the future
earnings of PPL Energy Supply. See Note 8 for additional information on the spinoff,

(b) During the three and nine months ended September 30, 20135, PPL recorded lower income tax expense due to a decrease in taxable dividends,

(c) During the three and nine months ended September 30, 2015, PPL recorded a $9 million tax benefit related to a planned amendment of a prior period
tax return,

During the nine months ended September 30, 2015, PPL recorded a $12 million tax benefit to adjust the settled refund amount approved by the Joint
Committee of Taxation for the open audit years 1998-2011.

ppl10q_9-15 Final as Filed.docx Confidential 36



(PPL Electric)

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
Depreciation not normalized
Other
Total increase (decrease)
Total income taxes

(LKE)

Federal income tax on Income from Continting Cperations Before

Income Taxes at statutory tax rate - 35%

Increase (decrease) due to;
State income taxes, net of federal income tax benefit
Amortization of investment tax credit
Valuation allowance adjustment (a)
Other

Total increase (decrease)
Total income taxes

(a) 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)

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

(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

Unrecognized Tax Benefits (PPL)

Changes to unrecognized tax benefits for the periods ended September 30 are as follows.

PPL
Beginning of period
Additions based on tax positions of prior years
Reductions based on tax positions of prior years
Settlements
End of period
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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.
For the nine months ended September 30, 2015, PPL recorded a tax benefit of $24 million. Of this amount, $12 million is
reflected in continuing operations.

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
September 30, December 31, September 30, December 31,
2015 2014 2015 2014

Current Regulatory Assets:

Environmental cost recovery $ 19 3 5

Gas supply clause 1 15

Transmission service charge 7 6 3 7 8 6

Other 10 11 3 6
Total current regulatory assets (a) $ 37§ 37 % 10 § 12
Noncurrent Regulatory Assets:

Defined benefit plans (b) $ 734 3 720 % 411 3 3712

Taxes recoverable through future rates 323 316 323 316

Storm costs 101 124 34 46

Unamortized loss on debt 70 77 44 49

Interest rate swaps (c) 146 122

Accumulated cost of remaoval of utility plant 130 114 130 114

AROs 10% 79

Other 14 10
Total noncurrent regulatory assets 3 1,627 § 1.562 % 942 3 897
Current Regulatory Liabilities:

Generation supply charge $ 4] 3 28 3% 41 % 28

Demand side management 12 2

Gas supply clause 9 6

Transmission formula rate 61 42 61 42

Storm damage expense 13 3 13 3

Other 15 10 5 3
Total current regulatory liabilities b 151 § 91 3% 120 § 76
Noncurrent Regulatory Liabilities:

Accumulated cost of removal of utility plant $ 695 § 693

Coal contracts (d) 28 59

Power purchase agreement - OVEC (d) 86 92

Net deferred tax assets 23 26

Act 129 compliance rider 25 18 3 25 % 18

Defined benefit plans 22 16

Interest rate swaps 82 84

Other 1 4
Total noncurrent regulatory liabilities $ 962 § 992 % 25 % 18
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LKE LG&E KU

September 30, December 31, September 30, December31, September 30, December 31,

2015 2014 2015 2014 2015 2014

Current Regulatory Assets:

Environmental cost recovery $ 19 % 5 S8 10 % 4 3 9 % 1

Gas supply clause 1 15 1 15

Fuel adjustment clause 4 2 2

Other 7 1 7 1
Total current regulatory assets 3 27 8 25 8 11§ 21 § 16 $ 4
Noncurrent Regulatory Assets:

Defined benefit plans (b) $ 323 % 348 % 200 % 215 8 123 % 133

Storm costs 67 78 37 43 30 35

Unamortized loss on debt 26 28 17 18 9 10

Interest rate swaps () 146 122 102 89 44 33

AROs 109 9 38 28 " 51

Plant retirement costs (e} 6 6

Other 8 10 2 4 6 6
Total nencurrent regulatory assets ] 685 $ 665 % 396 $ 397 3 289 § 268
Current Regulatory Liabilities:

Demand side management $ 12 3 2 s 6 % 1 3 6 § 1

Gas supply clause 9 6 9

Fuel adjustment clause 8 8

Gas line tracker 3 3

Other . 2 4 2 4
Total current regulatory liabilities $ 31 % 15 § 15 $ 10 § 16 $ 5
Noncurrent Regulatory Liabilities:

Accumulated cost of removal

of utility plant $ 695 §$ 693 § 34 S8 302 % 391 5 391

Coal contracts (d) 28 59 12 25 16 34

Power purchase agreement - OVEC (d) 86 92 59 63 27 29

Net deferred tax assets 23 26 23 24 2

Defined benefit plans 22 16 22 16

Interest rate swaps 82 84 41 42 41 42

Other 1 4 2 1 2
Total noncurrent regulatory liabilities 3 937 § 914 5 439 § 458 § 498 $ 516

(a) For PPL, these amounts are included in "Qther current assets" on the Balance Sheets.

(b) Included in 2015 is $4 million for PPL and LKE, $3 million for LG&E and $1 million for KU related to the deferred recovery of the difference
between the pension cost calculated in accordance with LG&E and KU's penston accounting policy and pension cost using a 15 year amortization
period for actuarial gains and losses as provided in the June 30, 2015 rate case settlement. See Note 9 and "Kentucky Activities - Rate Case
Proceedings" below for additional information.

(c) Amounts include net settlements related to forward-starting interest rate swaps that were terminated in September 2015 and are included in "Cash
Flows from Operating Activities” on the Statements of Cash Flows. See Note 14 for additional information,

(d) These liabilities were recorded as offsets to certain intangible assets that were recorded at fair value upon the acquisition of LKE by PPL.

(e) The June 30, 2015 rate case settlement provided for deferred recovery of costs associated with Green River's coal-fired generating unit retirements.
These costs include inventory write-downs and separation benefits and will be amortized over three years.

Regulatory Matters
U.K. Activities (PPL)
RIIO-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 Calcufation
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

"Operating 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 September 30, 2015 was $75 million,
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Kentucky Activities (PPL, LKE, LG&E and KU)
Rate Case Proceedings

On June 30, 2015, the KPSC approved a rate case settlement agreement providing for increases in the annual revenue
requirements associated with KU base electricity rates of $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 calculated 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 Landfilf 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
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 constitntes the least cost alternative for CCR management. The
KPSC has initiated its own investigation, consolidated the proceedings, and ordered an accelerated procedural schedule. The
KPSC conducted a hearing on the matter in September 2015 and LG&E and KU are awaiting a ruling. Althongh 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 outcome or impact of the pending proceedings.

Pennsylvania Activities (PPL and PPL Electric)

Act 11 authorizes the PUC to approve two specific ratemaking mechanisms: the use of a fully projected future test year in
base rate proceedings and, subject to certain conditions, the use of a 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 application was based on a fully projected future test year of January 1, 2016 through
December 31, 2016. On September 3, 2015, PPL Electric filed with the PUC Administrative Law Judge a petition for
approval of a settlement agreement under which PPL Electric would be permitted to increase its annual distribution rates by
$124 million, effective January 1, 2016. On QOctober 5, 2015, the Administrative Law Judge issued a recommended decision
approving the settlement agreement. The PUC is expected to issue its final order in December 2015. PPL Electric cannot
predict the ontcome 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 concurrently with its 2015 rate case and the Administrative Law Judge granted PPL Electric’s request to consolidate
these two proceedings. Under the terms of the settlement agreement discussed above, PPL Electric agreed to withdraw the
petition without prejudice to re-file it at a later date.
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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 January 1, 2013 at a zero rate with qualifying storm costs
incurred in 2013 and the 2012 Hurricane Sandy costs included in rates effective January 1, 2014, 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 aver 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 a separate OQCA 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, oron 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 125. PPL Electric recovered the cost of its pilot programs and evaluations through a cost recovery
mechanism, the Smart Meter Rider. In Auvgust 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 by the end of 2019 to replace all of its current meters with new meters that meet the
Act 129 requirements. 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. On
September 3, 2015, the PUC entered a final order approving the Smart Meter Plan with minor modifications.

Federal Matters (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 anthorized 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 1o 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 August 2015, KU
filed a partial settlement agreement with the nine terminating municipalities, which, if approved by FERC, would resolve all
but one open matter with one municipality, including providing for certain refunds, approving the formula rate with a true-up
provision, and authorizing a 10.25% return on equity. A single remaining unresolved issue with one terminating municipality
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is in FERC litigation 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 Registranis)

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:

September 30, 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
PPL
UK.
WPD plc
Syndicated Credit Facility Dec. 2016 £ 210 £ 127 £ 83 £ 103
WPD (South West)
Syndicated Credit Facility July 2020 245 245
WPD (East Midlands)
Syndicated Credit Facility July 2020 300 139 161 64
WPD (West Midlands)
Syndicated Credit Facility July 2020 300 300
Uncominitted Credit Facilities 65 £ 4 61 £ 5
Total U.K. Credit Facilities {a) £ 1,120 £ 266 £ 4 £ 850 £ 167 £ 5
us.
PPL Capital Funding
Syndicated Credit Facility July2019 $ 300 3 300
Syndicated Credit Facility Nov, 2018 300 300
Bilateral Credit Facility Mar. 2016 150 5 20 130 3 21
Total PPL Capital Funding Credit Facilities $ 750 $ 20 3 730 $ 21
PPL Electric
Syndicated Credit Facility July 2019 § 300 $ 69 3% 231 $ 1
LKE
Syndicated Credit Facility (b) Cct. 2018 8 75 3 75 $ $ 75
LG&E
Syndicated Credit Facility July2019 § 500 $ 500 $ 264
KU
Syndicated Credit Facility July2019 3 400 5 400 $ 236
Letter of Credit Facility Oct. 2017 198 3 198 198
Total KU Credit Facilities 3 598 $ 198 § 400 5 434

(a) 'WPD plc's amounts borrowed at September 30, 2015 and December 31, 2014 were USD-denominated borrowings of $200 million and $161 million,
which bore interest at 1.80% and 1,86%. WPD (East Midlands) amounts borrowed at September 30, 2015 and December 31, 2014 were GBP-
denominated borrowings which equated to $214 million and $100 million, which bore interest at 0.91% and 1.00%. At September 30, 2015, the
unused capacity under the UK. credit facilities was $1.3 billion.

(b) LKE' interest rates on outstanding borrowings at September 30, 2015 and December 31, 2014 were 1.45% 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. Cornmercial paper issnances, included in "Short-term debt” on the Balance Sheets, are
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supported by the respective Registrant's Syndicated Credit Facility. The following commercial paper programs were in place
at: ’

September 30, 2015 December 31, 2014
Weighted - Commercial Weighted - Commercial
Average Paper Unused Average Paper
Interest Rate Capacity Issnances Capacity Interest Rate Issuances

PPL Electric 041% 3 300 $ 68 3 232
LG&E 350 350 0.42% 3 264
KU 350 350 0.49% 236

Total 3 1000 % 68 $ 932 b 500

In October 2015, PPL Capital Funding established a commercial paper program for up to $600 million to provide an
additional financing source to fund its short-term liquidity needs from time to time. Commercial paper issuances will be
supported by PPL Capital Funding's Syndicated Credit Facilities. PPL guarantees PPL Capital Funding's payment
obligations on the commercial paper notes.

(LKE)

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

(PPL, LKE and LG&E)

In September 2015, LG&E issued $300 million of 3.30% First Mortgage Bonds due 2025 and $250 million of 4.375% First
Mortgage Bonds due 2045. LG&E received proceeds of $298 million and $248 million, net of discounts and underwriting
fees, which were used to repay short-term debt and additionally will be used for the repayment of First Mortgage Bonds
maturing in November 2015, and for general corporate purposes.

(PPL, LKE and KU)

In September 2015, KU issued $250 million of 3.30% First Mortgage Bonds due 2025 and $250 million of 4.375% First
Mortgage Bonds due 2045. KU received proceeds of $248 million for each issnance, net of discounts and underwriting fees,
which were used to repay short-term debt and additionally will be used for the repayment of First Mortgage Bonds maturing
in November 2015, and for general corporate purposes.

(PPL and PPL Electric)

In October 2015, PPL Electric issued $350 million of 4.150% First Mortgage Bonds due 2045. PPL Electric received
proceeds of $345 million, net of a discount and underwriting fees, which will be used to repay short-term debt and for general
corporate purposes.

{PPL)

ATM Program

In February 2015, PPL entered into two separate equity distribution agreements, pursuant to which PPL may sell, from time

10 time, up to an aggregate of $500 million of its common stock. For the periods ended September 30, 2015, PPL issued the
following:

Three Months  Nine Months

Number of shares 435,800 857,500
Average share price $ 3295 § 3333
Net proceeds i4 28

Distributions

In Angust 2015, PPL declared its increased quarterly common stock dividend, payable October 1, 2015, at 37.75 cents per
share (equivalent to $1.51 per annum). Future dividends, declared at the discretion of the Board of Directors, will depend
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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 shareowners 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.

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,
modify or terminate the projects. Any resulting transactions may impact future financial resuits. 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 contemporaneous with the spinoff and merger, RIS 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).

Loss on Spinoff

In conjunction with the accounting for the spinoff, PPL evalvated 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.
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The following table summarizes PPL's fair value analysis:

Weighted
Fair Value
Approach Weighting {in billions)
Talen Energy Market Value 50% 3 14
Income/Discounted Cash Flow 30% 1.1
Allernative Market (Comparable Company) 20% 0.7
Estimated Fair Value $ 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
reperting 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 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 ancther 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
control premium of 25% to be reasonable for both of the market valvation 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 in the second quarter
of 2015, 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
reimbursement payments and outplacement services. Most separations and payment of separation benefits are expected to be
completed by the end of 2015. At September 30, 2015 and December 31, 2014, the recorded liabilities related to the
separation benefits were $11 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 prorated
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 periods will correspond to the unrecognized compensation expense as of the date of the spinoff,
which reflects the unamortized balance of the original grant date fair value of the equity awards held by PPL employees.
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PPL recorded $44 million of third-party costs related to this transaction during the nine months ended September 30, 2015.
Of these costs, $31 million were primarily for bank advisory, legal and accounting fees to facilitate the transaction, and are
reflected in discontinued operations. An additional $13 million of consulting and other costs were incurred during the nine
months ended September 30, 2013, related to the formation of the Talen Energy organization and to reconfigure the
remaining PPL service functions. These costs are primarily recorded in "Other operation and maintenance” on the Statement
of Income. No significant additional third-party costs are expected to be incurred. PPL recorded $5 million and $21 million
of third-party costs related to this transaction during the three and nine months ended September 30, 2014.

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.

As a result of the spinoff announcement in June 2014, PPL recorded $3 million and $49 million of deferred income tax
expense during the three and nine months ended September 30, 2014, to adjust valuation allowances on deferred tax assets
primarily for state net operating loss carryforwards that were previously supported by the future earnings of PPL Energy

Supply.
Continuing Involvement

As a result of the spinoff, PPL and PPL Energy Supply entered into a Transition Services Agreement (TSA) that 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 three and nine months ended September 30, 20135, the
amounts PPL billed Talen Energy for these services were $11 million and $14 million. 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 annual 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 2015.
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.

Subsequent to the spinoff, 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 September 30:

Three Months Nine Months
2015 2014 2015 2014

Operating revenues $ 1623 % 1427 % 1,741
Operating expenses 1,429 1,328 1,593
Other Income (Expense) - net 8 (22) 6
Interest Expense (a) 47 150 145
Income (loss) before income taxes 155 (73) 9
Income tax expense (benefit) $ 3 68 (37N ()]
Loss on spinoff 8719

Income (Loss) from Discontinued Operations (net of income taxes) $ ) $ 87 § (915) % 13

(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 Operaltions
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 liabiiities of discontinued operations” and
"Noncurrent liabilities of discontinued operations" on PPL's Balance Sheet. Net assets, after recognition of the loss on
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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 Jiabilities

Total Current Liabilities

Long-term debt (excluding current portion)
Deferred income taxes

Price risk management liabilities

Accred pension ebligations

Asset retirement obligations

Other deferred credits and noncurrent liabilities
Total Noncurrent Liabilities

Total liabilities
Adjustment for Joss on spinoff
Net assets distributed

Discontinued

Distribution on Operations at

June 1, December 31,

2015 2014
$ 371 352
156 176
325 504
415 455
784 1,079
65 34
2,116 2,600
999 980
6,384 6,428
338 338
260 257
244 239
78 75
8,303 8,317
$ 10,419 10,917
3 885 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
3 6,316 6,738
8§79
3 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 nine months ended September 30, 2015.

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 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 compenents of discontinued operations for these facilities contained in the Statements of Income are

included in the disclosure above,

ppl10q_9-15 Final as Filed.docx Confidential

47



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

The Cane Run Unit 7 NGCC was put into commercial operation on June 19, 2015, As a result and to meet more stringent
EPA regulations, 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. Additionally, KU retired the remaining two coal-fired generating
units at the Green River plant on September 30, 2015. LG&E and KU incurred costs of $11 million and $6 million,
respectively, directly related to these retirements including inventory write-downs and separation benefits. However, there
were no gains or losses on the retirement of these units. See Note 6 for more information related to the regulatory recovery
of the costs associated with the retirement of the Green River units.

In October 2013, I.G&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 accounts that are further distributed between capital and expense,
including certain costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE, Additionally, as a
result of the LG&E and KU rate case settlement that became effective July 1, 2013, the difference between pension cost
calculated in accordance with LG&E and KU's pension accounting policy and pension cost calculated using a 15 year
amortization period for actuarial gains and losses is recorded as a regulatory asset. See Note 6 for further information.
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 September 30:

Pension Benefits
Three Months Nine Months
U.s. UK. U.S. UK.
2015 2014 (c) 2015 2014 2015 (b) 2014 (¢) 2015 2014
PPL
Service cost $ 20 § 24 % 21 § 18 % 76 % 73 3% 60 3 54
Interest cost 42 56 80 920 152 168 236 268
Expected return on plan assets (56) (72) (133) (133) (201) (216) (393) (395)
Amortization of:
Prior service cost 1 5 5 15
Actuarial (gain) loss 18 8 39 34 65 22 118 100
Net periodic defined benefit
costs (credits) prior to
termination benefits 25 21 7 9 97 62 21 27
Termination benefits (a) (N 13
Net periodic defined henefit
costs (credits) $ 25 3 14 § 7 $ 9 3 97 3 75 3 21 § 27
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Pension Benefits

Three Months Nine Months
2015 2014 2015 2014

LKE
Service cost $ 7 % 5 % 20 3 16
Interest cost 17 17 51 50
Expected return on plan assets (22) 20 (66) (62)
Amortization of:

Prior service cost 1 1 5 3

Actuarial (gain) loss 9 4 26 10
Net periodic defined benefit costs (credits) $ 12§ 6 § 36 % 17
LG&E .
Service cost $ 1 3 1
Interest cost $ 3 0% 4 10 11
Expected retumn on plan assets (5 C)] (15) (14
Amortization of;

Prior service cost 1 1 2 2

Actuarial {gain) loss 3 1 9 4
Net periodic defined benefit costs {credits) $ 2 3 2 % 7 % 4

(a) The three and nine months ended September 30, 2014 include termination benefits of ($2) millien and $2 million for PPL Electric. The remaining (§5)
million and $11 million relate to PPL Energy Supply and are reflected in discontinued operations,

(b} For the nine months ended September 30, 2015, the total net periodic defined benefit cost includes $18 million reflected in discontinued operations
related to costs allocated from PPL's plans to PPL Energy Supply prior to the spinoff,

(c) For the three and nine months ended September 30, 2014, the total net periodic defined benefit cost includes $1 million and $29 million reflected in
discontinued operations related to costs allocated from PPL's plans to PPL Energy Supply.

Other Postretirement Benefits

Three Months Nine Months
2015 2014 2015 2014

PPL
Service cost $ 2 % 3 5 9 3 9
Interest cost 6 7 20 23
Expected return on plan assets (6) (6) (20) (19)
Net periodic defined benefit costs (credits) $ 2 3 4 8 9 8 13
LKE
Service cost $ i 38 1 $ 4 % 3
Interest cost 2 2 7 7
Expected return on plan assets (0 (N ) [C))
Amortization of:

Prior service cost 1 1 2 2
Net periodic defined benefit costs (credits) 3 3 8 33 9 8 8

(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
costs of defined benefit plans sponsored by LKE based on their participation in those plans, which management believes are
reasonable. For the periods ended September 30, PPL Services allocated the following net periodic defined benefit costs to
PPL Electric, and LKE allocated the following net periodic defined benefit costs to LG&E and KU.

Three Months Nine Months
2015 2014 2015 2014
PPL Electric (a) $ 8 % 3 % 24 % 18
LG&E 3 2 10 6
KU 4 2 13 6

(2) The three and nine months ended September 3¢, 2014 include ($2) million and $2 million of termination benefits for PPL Electric related to a one-time
voluntary retirement window offered to certain bargaining unit employees.

ppl10q_9-15 Final as Filed.docx Confidential 49



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 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 (e) 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, LG&E and KU)
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 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 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 argument before the Sixth Circuit was held in August 2015, but a
ruling has not yet been issued by the Court. 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 August 2015, the Court denied cross-motions for summary judgment filed by both parties and directed
the parties to proceed with discovery. 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.

E.W. Brown Environmental Claims

In October 2015, KU received a notice of intent from Earthjustice and the Sierra Club informing certain federal and state
agencies of the Sierra Club's intent to file a citizen suit, following expiration of the mandatory 60-day notification period, for
alleged violations of the Clean Water Act. The claimant alleges discharges at the E.W. Brown plant in violation of applicable
rules and the plant's water discharge permit. The claimant asserts that, unless the alleged discharges are promptly brought
into compliance, it intends to seek civil penalties, injunctive relief and attorney's fees. PPL, LKE and KU cannot predict the
outcome of this matter or the potential impact on the operations of the E. W. Brown plant.
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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.

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 menitor their compliance with the Reliability Standards and continue to self-report or self-
log 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 approved by FERC in June 2014. These requirements do not impose significant costs on the
Registrants. 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. FERC issued a
notice of proposed rulemaking on this second type of Reliability Standard on May 14, 2015. 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 authorities, or the FERC, if applicable. Because PPL Electric does not own any generating plants,
its exposure to related environmental compliance costs is reduced. PPL, PPL Electric, 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
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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 SO2.

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
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)

Under the Clean Air Act, the EPA is required to reassess the NAAQS for certain air pollutants on a five-year schedule. In
2008, the EPA revised the NAAQS for ozone and proposed to further strengthen the standard in November 2014, The EPA
released a new ozone standard on October 1, 2015, The states and EPA will determine attainment with the new ozone
standard through review of relevant ambient air monitoring data, with attainment or nonattainment designations scheduled no
later than October 2017. 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 ozene 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 certain previously required compliance measures, such as upgraded or new sulfur dioxide scrubbers at certain
plants and the 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 and ozone standards. If additional reductions are 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,
20135, 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.

LG&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 outcome 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
meodification of these plants has increased their emissions and, consequently, that they are subject to stringent NSR
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requirements under the Clean Air Act. PPL, LKE, LG&E and KU received various EPA information requests in 2007 and
2009, but have recetved 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 LG&E or KU is found to have triggered the applicability of NSR regulations by increasing pollutants beyond allowable
thresholds through a plant modification, the company could, among other things, be required to meet substantially more
stringent permit limits. The costs to meet such limits, including installation of technology at certain units, could be
significant.

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 ceal-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)

Authority to Regulate Carbon Dioxide Emissions

The EPA issued rules in 2014 regulating 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, in June 2014, the U_S,
Supreme Court ruled that the EPA has authority to regulate carbon dioxide emissions under 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 medifications to an existing GHG source causing a net significant
increase in carbon dioxide emissions must comply with permit limits for carbon dioxide, but only if it would otherwise be
subject to limits on new or modified sources due to significant increases in other pollutants,

The EPA's Rules under Section 111 of the Clean Air Act

As further described below, in Angust 2015, the EPA finalized rules imposing greenhouse gas emission standards for both
new and existing power plants. The EPA has also issued a proposed federal implementation plan which would apply to any
states that fail to submit an acceptable state implementation plan under these rules. The EPA's authority to promulgate these
regulations under Section 111 of the Clean Air Act has been challenged in the D.C. Circuit Court by several states and
industry groups.

The EPA's rule for new power plants imposes separate emission standards for coal and natural 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 rule 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 natural
gas-fired plants could have a significant industry-wide impact.

(PPL, LKE, LG&E and KU)

The EPA's Clean Power Plan

The EPA's rule for existing power plants, referred to as the Clean Power Plan, was published in the Federal Register in
October 2015. The Rule contains state-specific rate-based and mass-based reduction goals and guidelines for the
development, submission and implementation of state implementation plans to achieve the state goals, State-specific goals
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were calculated from 2012 data by applying EPA's broad interpretation and definition of the BSER, resulting in the most
stringent targets to be met in 2030, with interim targets to be met beginning in 2022. The EPA believes it has offered some
flexibility to the states as to how their compliance plans can be crafted, including the option to use a rate-based approach
(limit emissions per megawatt hour) or a mass-based approach (limit total tons of emissions per year), and the option to
demonstrate compliance through emissions trading and multi-state collaborations. Under the rate-based approach, Kentucky
would need to make a 41% reduction from its 2012 emissions rate and under a mass-based approach it wonld need to make a
36% reduction. These reductions are significantly greater than initially proposed and present significant challenges to the
state. If Kentucky fails to develop an approvable implementation plan by September 2016 (with the possibility of an
extension until 2018}, the EPA will impose a federal implementation plan that could be more stringent than what the state
plan might provide. Depending on the provisions of the Kentucky implementation plan, LG&E and KU may need to modify
their current portfolio of generating assets during the next decade and/or participate in an allowance trading program. LG&E
and KU are participating in the ongoing regulatory processes at the state and federal level in an effort to provide input into
the state or federal implementation plan that will govern reductions in Kentucky. PPL, LKE, LG&E and KU cannot predict
the outcome of this matter or the potential impact, if any, on plant operations, or future capital or operating needs. PPL,
LKE, LG&E and KU believe that the costs, which could be significant, would be subject to cost recovery.

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 Jevels that the EPA has established 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 Oil (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 common 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.

Water/\Waste
Coal Combustion Residuals (CCRs)

On April 17, 2015, the EPA published its final rule regulating CCRs. CCRs include fly ash, bottom ash and sulfur dioxide
scrubber wastes. The rule became effective on October 19, 2015. It imposes extensive new requirements, including location
restrictions, design and operating standards, groundwater monitoring and corrective action requirements and closure and
post-closure care requirements on CCR impoundments and landfills that are located on active power 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 decumentation 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 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 closings, or to
implement various compliance strategies. i
In connection with the final CCR rule, LG&E and KU recorded increases to existing AROs during the three and nine months
ending September 30, 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.
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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 plant. In May 2013, the Kentncky 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.
LG&E and KU have responded to comments on the permit application submitted by EPA and other parties. 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.

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 efflvents 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 aquatic 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.

Effiuent Limitations Guidelines (ELGs)

On September 30, 2015, the EPA released its final effluent limitations guidelines for wastewater discharge permits for new
and existing steam electric generating facilities. The rule provides strict technology-based discharge limitations for control of
pollutants in scrubber wastewater, fly ash and bottom ash transport water, mercury control wastewater, gasification
wastewater, and combustion residual leachate. The new guidelines require deployment of additional control technologies
providing physical, chemical, and biological treatment of wastewaters. The guidelines also mandate operational changes
including "no discharge” requirements for fly ash and bottom ash transport waters and mercury control wastewaters. The
implementation date for individual generating stations will be determined by the states on a case-by-case basis according to
criteria provided by the EPA, but the requirements of the rule must be fully implemented no later than 2023, It is not
currently known how Kentucky intends to integrate the ELGs into its ongoing permit renewal process. LG&E and KU
continue to assess the requirements of this complex rule to determine available compliance strategies. PPL, LKE, LG&E and
KU are unable to fully estimate compliance costs or timing at this time although certain preliminary estimates are included in
current capital forecasts, for applicable periods. Costs to comply with ELGs or other discharge limits, which are expected to
be significant, 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 regnlates 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)

The U.S. Court of Appeals for the Sixth Circuit has issued a stay of EPA's rule on the definition of WOTUS pending the
court's review of the rule. The effect of the stay is that the WOTUS rule is not currently in effect anywhere in the United
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States. The ultimate outcome of the court's review of the rule remains uncertain. The Registrants had not expected the rule
to have a significant impact on their operations, but were unable to predict the impact of the rule in light of the ongoing
litigation, particularly in Pennsylvania where the rule could have resulted in significant project delays and added costs, as
permits and other regulatory requirements could have been imposed for many activities not otherwise covered by permitting
requirements (including vegetation management for transmission lines and activities affecting storm water conveyances and
wetlands).

Other Issues

The EPA is reassessing its pelychlorinated 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.

{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 (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 discretionary review by the Kentucky Supreme Court. 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 operating needs,

Supetfund and Other Remediation (Al 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 and the Brodhead 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, 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 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
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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 Electric, LG&E and KU.

Future cleanup or remediation work at sites currently under review, or at sites not currently identified, may result in
significant additional costs for PPL, PPL. Electric, LKE, LG&E and KU.

Environmental Matters - WPD (PFPL)

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
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 September 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
September 30, 2015 and December 31, 2014, was $24 million and $26 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

September 30, 2015 Date
PPL
Indemnifications related to the WFPD Midlands acquisition {a)
WPD indemnifications for entities in liquidation and sales of assets $ 11 (b) 2018
WPD guarantee of pension and other obligations of unconsolidated entities 116 (c)
PPL Electric
Guarantee of inventory value 36 (d) 2018
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 [43]

(2) 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
maxinmum exposure and expiration of these indemnifications cannot be estimated because the maximurm 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 stared
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.
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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 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.

(c) 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 September 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 titl€ 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 October 2014, LKE's
indemnitee filed a motion for discretionary review with the Kentucky Supreme Court seeking to overturn the arbitration decision, and such motion was
denied by the court in September 2015. In September 2015, a counterparty issued a demand letter to LKE's indemnitee. LKE does not believe
apprepriate contractual, legal or comumercial grounds exist for the claim made and anticipates the indemnitee 10 dispute the demand. LKE believes its
indemnification obligations in the WKE matter remain subject to various uncertainties, including additional legal and contractual developments, as
well as future prices, availability and demand for the subject excess power. The ultimate outcomes of the WKE 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 outcomes of the 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 shortfall from amounts currently included within a demtand 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 Qther Assurances” in Note 13 in PPL's, LKE's, LG&E's and KU's 2014 Form 10-X 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 gnarantees 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 was 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, 20135, 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 included as 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 electricity 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. See Note 8 for additional information regarding the spinoff of PPL Energy Supply.
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PN,

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 20135, 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 expensed the following amounts for the periods ended
September 30, and believe these amounts are reasonable, including amounts applied to accounts that are further distributed
between capital and expense.

Three Months Nine Months
2015 2014 2015 2014
PPL Electric from PPL Services $ 35 % 34 $ 90 3 113
LKE from PPL Services 4 3 12 11
PPL Electric from PPL EU Services 12 44
LG&E from LKS 36 36 107 103
KU from LKS 43 43 127 120

In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and
other costs for products or services provided by third parties. 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 September 30, 2015 and December 31, 2014, $62 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 LIBOR plus a spread. The interest rates on the outstanding borrowing at
September 30, 2015 and December 31, 2014 were 1.70% and 1.65%. Interest on the revolving line of credit was not
significant for the three and nine months ended September 30, 2015 and 2014,

Intercompany Derivatives (LKE, LG&E and KUJ)

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 ¢ for discussions regarding intercompany allocations associated with defined benefits.

12. Other Income (Expense) - net

(PPL})

"Other Income (Expense) - net” for the three and nine months ended September 30, 2015 and 2014 consisted primarily of

gains on foreign currency exchange contracts to economically hedge the earnings translation risk of WPD's earnings
denominated in British pound sterling. See Note 14 for additional information on these derivatives.
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13. Fair Value Measurements
(All Registrants)

Fair valuve 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 appreaches
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 nine months ended September 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.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value, excluding assets and liabilities of discontinued operations at December 31,
2014, were:

September 30, 2015 December 31, 2014
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
PPL
Assets
Cash and cash equivalents 3 981 $ 981 $§ 1399 § 1399
Short-term investments [20 120
Restricted cash and cash equivalents (a) 36 36 31 31
Price risk management assets (b);
Interest rate swaps 1 3 1
Foreign currency contracts 169 169 130 $ 130
Cross-currency swaps 61 61 29 28 3 1
Total price risk management assets 231 231 159 158 1
Auction rate securities (¢) 1 3 1 2 2
Total assets $§ 1249 § 1,017 § 231 § 1 § 1,711 $ 1550 § 158 $ 3
Liabilities
Price risk management liabilities (b):
Interest rate swaps $ 82 $ 82 3 156 $ 156
Foreign curmrency contracts 7 7 2 2
Cross-currency swaps 3 3
Total price risk management liabilities 3 89 3 89 3 161 $ 161
PPL Eleciric
Assets
Cash and cash equivalents $ 26 3 26 $ 214§ 214
Restricted cash and cash equivalents (a) 2 2 3 3
Total assets $ 28 3 28 $ 217 $ 217
LKE
Assels
Cash and cash equivalents 3 455 % 455 $ 21 $ 21
Cash collateral posted to counterparties (d) 10 10 21 21
Total assets $ 465 % 465 $ 42 3 42
Liabilities
Price risk management liabilities:
Interest rate swaps $ 50 $ 50 3 114 $ 114
Total price risk management liabilities ) 50 $ 50 3 114 $ 114
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September 30, 2015 December 31, 2014
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

LG&E
Assets
Cash and cash equivalents 5 180 § 180 $ 10 § 10
Cash collateral posted to counterparties (d) 10 10 21 21
Total assets $ 190 § 190 $ 31 § il
Liabilities

Price risk management liabilities:

Interest rate swaps $ 30 $ 50 $ 81 3 81
Total price risk management labilities $ 50 $ 50 3 81 3 81
KU
Assets

Cash and cash equivalents 3 275 8 275 $ 11 § 11
Total assets 3 275§ 275 b 11 % 11
Liabilities

Price risk management liabilities:

Interest rate swaps $ 33 3 33
Total price risk management liabilities 5 33 3 33

(a) Current portion is included in "Other current assets” and long-term portion s included in "Other noncurrent assets” on the Balance Sheets,

(b) Included in "Other current assets", "Other current liabilities”, "Other noncument assets” and "Other deferred credits and noncurrent liabilities" on the
Balance Sheets.

(c) Included in "Other 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.

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 cbtained to value credit risk and therefore internal models are relied upon. These models
use projected probabilities of defauit 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. 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 classity the contracts in the fair value hierarchy. Valuation techniques are evaluated
periodically.

Nonrecurring Fair Value Measurements (PPL)

See Note & 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.
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September 30, 2015 December 31, 2014

Carrying Carrying

Amount Fair Value Amount Fair Value
PPL $ 19,205 % 21,184 % 18,173 & 20,466
PPL Electric 2,603 2,882 2,602 2,990
LKE 5617 5,927 4,567 4,946
LG&E 1,903 1,978 1,353 1,455
KU 2,591 2,763 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, VaR analyses and the coordination and reporting of the Enterprise Risk
Management (ERM) program.

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 following summarizes the market risks that affect PPL and its Subsidiary Registrants.

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 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.

Foreign currency risk

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

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

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.

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

Equity securities price risk

e 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.

o PPL is exposed to equity securities price risk from future stock sales and/or purchases.
Credit Risk
Credit risk is the potential loss that may be incurred due to a counterparty's non-performance.

PPL is exposed to credit risk 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,

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 September 30,
2015 and December 31, 2014.

PPL, LKE and LG&E posted $10 million and $21 million of cash collateral under master netting arrangements at
September 30, 2015 and December 31, 2014.

KU did not post any cash collateral under master netting arrangements at September 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.
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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 September 30, 2015, outstanding
interest rate swaps contracts range in maturity through 2026 for WPD and through 2016 for PPL's domestic interest rate
swaps. These swaps held an aggregate notional value of $792 million, of which £320 million (approximately $492 million
based on spot rates) was related to WPD.

At September 30, 2015, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $1.3 biltion that
range in maturity from 2016 through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated
SENior notes.

For the three months ended September 30, 2015, PPL had an insignificant amount of hedge ineffectiveness associated with
interest rate derivatives and no hedge ineffectiveness for the three months ended September 30, 2014. For the nine months
ended September 30, 2015 and 2014, PPL had an insignificant amount of hedge ineffectiveness associated with interest rate
derivatives.

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.

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 during the second quarter of 2015 and reflected in
discontinued operations for the nine months ended September 30, 2015. See Note 8 for additional information.

For PPL's remaining cash flow hedges, for the three months ended September 30, 2015 and 2014 and the nine months ended
September 30, 2013, PPL had no cash flow hedges reclassified into earnings associated with discontinued cash flow hedges.
For the nine months ended September 30, 2014, PPL had an insignificant amount reclassified into earnings associated with
discontinued cash flow hedges.

At September 30, 2015, the accumulated net vnrecognized after-tax gains (losses) on qualifying derivatives that are expected
to be reclassified into earnings during the next 12 months were insignificant. 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. It is probable that realized gains and losses on all of these swaps will
be recoverable through regulated rates; as such, any gains and losses on these derivatives are included in regulatory assets or
liabilities and will be recognized in "Interest Expense" on the Statements of Income over the life of the underlying debt at the
time the underlying hedged interest expense is recorded. In September 2015, first mortgage bonds totaling $1.05 billion were
issued (LG&E issued $550 million and KU issued $500 million) and all ontstanding forward-starting interest rate swaps were
terminated. Net cash settlements of $88 million were paid on the swaps that were terminated {LG&E and KU each paid $44
million). The settlements are included in "Regulatory assets” {noncurrent) on the Balance Sheets and "Cash Flows from
Operating Activities" on the Statements of Cash Flows.
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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 September 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 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 September 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 September 30, 2015, PPL had $18 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 September 30, 2015, the total exposure hedged by PPL was approximately £1.7 billion (approximately $2.7
billion based on contracted rates). These contracts had termination dates ranging from October 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 liabilitics. See Note 6 for amounts recorded in

regulatory assets and regulatory liabilities at September 30, 2015 and December 31, 2014,

See Notes 1 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,
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September 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 Liabilities Assels Liabilities

Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b) $ 1 % 3 $ 5 $ 94 3 3
Cross-currency swaps (b) 26 3
Foreign currency -
contracts 19 $ 76 6 § 12 $ 67
Total current 46 31 76 11 12 97 67 5
Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps (b) 1 45 14 43
Cross-currency swaps (b) 35 29
Foreign currency
contracts 74 1 5 46 2
Total noncurrent 35 1 74 46 M 14 46 45
Total derivatives 3 81 % 32 % 150 3 57 % 46 % 111 § 113 3% 50

(a) Included in "Ciher current 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, QCI or regulatory assets and
regulatory liabilities for the periods ended September 30, 2015.

Three Months Nine Months
Gain (Loss) Gain (Loss)
Recognized Recognized
in Income in Income

B on Derivative  Gain (Loss)  on Derivative
Gain (Loss) (Ineffective Reclassified (Imeffective
Location of Reclassified Portion and from AOCI Portion and

Derivative Gain Gain (Loss) from AQCI 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 Nine Months  on Derivative Portion) Testing) Portion) Testing)
Cash Flow Hedges:
Interest rate swaps $ 2ns (29) Interest expense 3 (2) $ )]
Discontinued
operations $ a7
Cross-currency swaps & 33 Interest expense m 1
Other income
(expense) - net (10) 22
Commodity contracts Discontinued
operations 13 7
Total $ (30 3% 4 $ (13) 3 27 3 {70)
Net Investment Hedges:
Foreign currency
contracts $ 73 6
Derivatives Not Designated as Location of Gain (Lass) Recognized in
Hedging Instruments Income on Derivative Three Months Nine Months
Foreign currency contracts Other income (expense) - net 5 78 % 64
Interest rate swaps Interest expense (2} (6)
Total 3 76 % 58
Derivatives Not Designated as Location of Gain (Loss) Recopgnized as
Hedging Instruments Regulatory Liabilities/Assets Three Months Nine Months
Interest tate swaps Regulatory assets - noncurrent b 35) % 2)
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Dertvatives Designated as
Hedging Instruments

Location of Gain (Loss) Recognized as
Regulatory Liabilities/Assets

Three Months

Nine Months

Interest rate swaps

Regulatory assets - noncurrent

$ 42)

(22)

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 September 30, 2014,

Three Months Nine Months
Gain (Loss) Gain (Loss)
Recognized Recognized
in Income in Income
on Derivative  Gain(Loss)  on Derivative
Gain (Loss) (Ineffective  Reclassified (Ineffective
Locationof  Reclassified Portion and from AQCI Portion and
Derivative Gain Gain (Loss) from AOCI Amount into Amount
(Loss) Recognized in Recognized into Income  Excluded from Income Excluded from
Derivative OCI (Effective Portion) in Income (Effective  Effectiveness (Effective Effectiveness
Relationships Three Months Nine Months  on Derivative Portion) Testing) Portion) Testing)
Cash Flow Hedges:
Interest rate swaps $ 5) % (65) Interest expense  § (5) 3 4% 2
Cross-currency swaps @ (18) Interest expense 1
Other income
(expense) - net 12 an
Commodity contracts Discontinued
operations 8 30
Total $ M3 (83) 3 15 3 3 2
Net Investment Hedges:
Foreign currency contracts § 25 § 7
Derivatives Not Designated as Location of Gain (Loss) Recognized in
Hedging Instruments Income on Derivative Three Months Nine Months
Foreign currency contracts Other income {expense) - net k) 134§ 38
Interest rate swaps Interest expense (2) 6)
Total $ 132 % 32
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets Three Months Nine Months
Interest rate swaps Regulatory assets - noncurrent 3 (6)
Derivatives Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets Three Months Nine Months
Interest rate swaps Regulatory assets - noncurrent $ @ $ 4)
Regulatory liabilities - noncurrent $ 6§ § 6
(LKE)
The following table presents the fair value and the location on the Balance Sheets of derivative instruments designated as
cash flow hedges.
September 30, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps 3 66
(@) 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 September 30, 2015.

Derivative Instruments Location of Gain (Loss) Three Months Nine Months

Interest rate swaps Regulatory assets - noncurrent $ 42) § (22)

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets and liabilities for the periods ended September 30, 2014.

Derivative Instruments Location of Gain (Loss) Three Months Nine Months
Interest rate swaps Regulatory assets - nencurmrent $ @) % (4)

Derivative Instruments Location of Gain (Loss) Three Months Nine Months
Interest rate swaps Regulatory liabilities - noncurrent 3 6 3% 6

(LG&E)

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

September 30, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps $ 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 September 30, 20135.

Derivative Instruments Location of Gain (Loss) Three Months Nine Months

Interest rate swaps Regulatory assets - noncurrent $ 21 $ (11}

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets and liabilities for the pericds ended September 30, 2014.

Derivative Instruments Location of Gain (Loss) Three Months Nine Months
Interest rate swaps Regulatory assets - noncurrent $ ) 3% (2)

Derivative Instruments Location of Gain (Loss) Three Months Nine Months
Interest rate swaps Regulatory liabilities - noncurrent $ 308 3

(KU)

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

September 30, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps $ 33

(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 September 30, 2015.

Derivative Instruments Location of Gain (Loss) Three Months Nine Months

Interest rate swaps Regulatory assets - noncurrent $ 21 § (1)

The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in
regulatory assets and liabilities for the periods ended September 30, 2014.

Derivative Instruments Location of Gain (Loss) Three Months Nine Months
Interest rate swaps Regulatory assets - noncurrent b ) $ 2)

Derivative Instrnments Location of Gain (Loss) Three Months Nine Months
Interest rate swaps Regulatory liabilities - noncurrent $ 3 3 3
(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.

September 30, 2015 December 31, 2014
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps $ 5 $ 5
Total current 5 5
Noncurrent:
Price Risk Management
Assets/Liabilities (a):
Interest rate swaps 45 43
Total noncurrent 45 43
Total derivatives $ 50 3 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 periods ended September 30, 2015,

Location of Gain (Loss) Recognized in

Derivative Instruments Income on Derivatives Three Months Nine Months
Interest rate swaps Interest expense 3 (2) % (6)
Location of Gain (Loss) Recognized in
Derivative Instruments Regulatory Assets Three Months Nine Months
Interest rate swaps Regulatory assets - noncurrent $ (5) § (2)

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 September 30, 2014.

Location of Gain (Loss) Recognized in

Dertvative Instruments Income on Derivatives Three Months Nine Months
Interest rate swaps Interest expense 3 2 % (6)
Location of Gain (Loss) Recognized in
Derivative Instruments Regulatory Assets Three Months Nine Months
Interest rate swaps Regulatory assets - noncurrent 3 (6)
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(PPL, LKE, LG&E and KU)
Oftsetting Derivative Instruments

PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into
agreements pursvant to which they purchase or sell 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
aright 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

September 30, 2015
Treasury Derivatives

PPL 3 231 % 33 $ 198 § 89 § 33 § 10 $ 46

LKE 50 10 40

LG&E 50 10 40
December 31, 2014
Treasory Derivatives

PPL $ 59 % 65 3 94 3 161 § 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 partics. 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 September 30, 2015, derivative contracts in a net liability position that contain credit risk-related contingent features,

coliateral posted on those positions and the related effect of a decrease in credit ratings below investment grade are
summarized as follows:
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PPL LKE LG&E

Aggregate fair value of derivative instruments in a net liability position with credit risk-related

contingent features $ 32 $ 30 % 30
Agegregate fair value of collateral posted on these derivative instruments 10 10 10
Aggregate fair value of additional collateral requirements in the event of

a credit downgrade below investment grade (a) 22 20 20

(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 nine months ended September 30, 2015 was due to the effect of
foreign currency exchange rates on the U.K. Regulated segment.

16. Asset Retirement Obligations
(PPL, LKE, LG&E and KU)

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

PPL LKE LG&E KU
Balance at December 31, 2014 $ 336 § 285 % 74 % 211
Accretion 14 13 4 9
Changes in estimated cash flow or settlement date 221 221 83 138
Effect of foreign currency exchange rates (1)
Obligations settled (5) (5) (4) (1)
Balance at September 30, 2015 $ 565 § 514 § 157 § 357

Substantially all of the ARO balances are classified as noncurrent at September 30, 2015 and December 31, 2014.

In connection with the final CCR rule, LG&E and KU recorded increases to the existing AROs of $57 million ($36 million at
LG&E and $21 million at KU) and $219 million ($81 million at LG&E and $138 million at KU) during the three and nine
months ended September 30, 2015 due to revisions in the timing and amounts of future expected cash flows. An updated
engineering study based on the final rule was performed in the third quarter providing further clarity on the projected CCR
closure costs and resulted in a revision to the estimate recorded in June. Further increases to AROs or changes to current
capital plans or to operating costs may be required as estimates of future cash flows 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 September 30 were as follows,
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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
adjnstments securities derivatives AOQCI costs (loss) (obligation) Total

PPL
June 30, 2015 $ (435) $ 2 $ ) § (1849 § 1 $§ (2,284
Amounts arising duting the period 52 a9 33
Reclassifications from AOCI 10 35 45
Net OCI during the period 52 N 35 78
September 30, 2015 3 (383) 3 {7) $ (3) § (1,814 § 1 3 (2,206)
December 31, 2014 3 (286) $ 202 §$ 20 % 1 § 3 5 (2215 § 1 5 (2274
Amounts arising during the period o7 7 8 (6) 52 (36)
Reclassifications from AOCI (2) 20 (1) 111 128
Net OCI during the period on 5 28 N (6) 163 92
Distribution of PPL Energy

Supply (Note 8) (207) (55) 238 24
September 30, 2015 ] (383) § $ (7 $ $ 3)$ (1814 3% I 8§ (2.2068)
June 30, 2014 $ 117 % 190 3 61 3§ 1 % 45 (1764 § 1 $ (1,398)
Amounts arising during the period (48) (1 (5) (4] (53)
Reclassifications from AQCI {3) (12) 1 29 15
Net OCI during the period (48) 4) (N 1 28 (40)
September 30, 2014 $ 69 % 186 $ 44 3 1 8 (3) 3 (L736) § 1 § (1438
December 31, 2013 $ (1) 3 173§ 94 3 1 $ 6) $ (1.817) § 1 §& (1,565)
Amounts arising during the period 80 18 (52) 3 43
Reclassifications from AQCI 5 2 3 84 84
Net OCI during the period 80 13 (50) 3 31 127
September 30, 2014 $ 69 3 186 & 44 3 1 3 M & (1.736) 3 1 § (1.438)
LKE
June 30, 2015 3 s m s (44) 3 (52)
Reclassifications from AOCI 1 1
Net OCI during the period 1 1
September 30, 2015 $ 3 N3 (43) $ (51)
December 31, 2014 $ 8 $ (37) $ (45)
Amounts arising during the period (8) (8}
Reclassifications from AQCI 5 (1) 1 2 2
Net OCI during the period (1) 1 (6) (6)
September 30, 2015 3 [ M s (43) 3 (51)
June 30, 2014 $ [PARE 12 $ 10
Net OCI during the period
September 30, 2014 $ 2) $ 12 $ 10
December 31,2013 3 1§ (2) $ 14 ) 13
Amounts arising during the period ) (2)
Reclassifications from AQCI (1) )]
Net OCI during the period (1) (2) (3)
September 30, 2014 3 3 2) $ 12 $ 10

(PPL)

The following table presents the gains (losses) and related income taxes for reclassifications from AOCI for the periods
ended September 30. The defined benefit plan components of AOCI are not 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.
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Three Months Nine Months Affected Line Item on the

Details about AQCI 2015 2014 2015 2014 Statements of Income
Available-for-sale securities $ 7 % 4 3 11  Other Income (Expense) - net
Total Pre-tax 7 4 11
Income Taxes {4) (2} (6)

Total After-tax 3 2 5
Qualifying derivatives
Interest rate swaps $ (2) (5) 9) (12) Interest Expense
(77 Discontinued operations
Cross-cutency swaps (10) 12 22 (17) Other Income (Expense) - net
) 1 1 Interest Expense
Energy commodities 8 20 30 Discontinued operations
Total Pre-tax (13) 15 (43) 2
Income Taxes 3 (3) 23 4)
Total After-tax (10) 12 20) (2)
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) ©)
Net actuarial loss (45) (38) (146) (110)
Total Pre-tax 45) (40) (146) (116)
Income Taxes 10 10 35 29
Total After-tax (35) (30) (111) (87)
Total reclassifications during the period 3 (45) $ (15) $ (128) § (84)

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
comprechensive 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 annuval reporting periods after December 15, 2017 and interim periods within those years. Public
business entities may early adopt this guidance in annual reporting periods beginning after December 15, 2016. 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 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
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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 pericd 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.

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 gnidance 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 ltems

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 compenent 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.

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,

Simplifying the Presentation of Debt Issuance Costs

In April 20135, the FASB issued accounting guidance to simplify the presentation of debt issuance costs by requiring that they
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 debt issnance costs associated with line of credit arrangements, the guidance was
subsequently updated to reflect a speech by the SEC which noted that it would not object to an entity deferring and
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presenting debt issuance costs as an asset and subsequently amortizing the debt issuance costs ratably over the term of the
line of credit arrangement.

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 tiscal years, Early adoption is permitted.

The Registrants are assessing in which period they will adopt this 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 Regisirant. 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. Deollars 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 nine months ended September 30, 2015 with the same periods
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,

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

Overview
Introeduction
(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.

ppl10g_9-15 Final as Filed.docx Confidential 76



PPL's principal subsidiaries are shown below (* denotes an SEC registrant).

PPL Corporation*
PPL Capital Funding
| |
PPL Global LKE* PPL Electric*
® Engages in the regulated ® Engages in the regulated
distribution of alectricity in transmission and distribution
the UK. of electricity in Pennsylvania

|
LG&E*

# Engages in the regulated
generation, transmission,
distribution and sale of
electricity and distribution and
sale of natural gas in Kentucky

1
KU*
® Engages in the regulated
generation, transmission,
distribution and sale of
electsicity, primarily in
Kentucky

[P ——— T

UK. ‘ 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 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.

(KU)

KU, headquartered in Lexington, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmissjon, 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 customers 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 are expected to achieve stable, long-term growth in rate base and RAV, as applicable, as
significant capital expenditures are planned 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. This rate base growth in the domestic utilities is expected to result in stable earnings growth for the foreseeable
future. However, we are not expecting significant earnings growth from the UK. Regulated segment as WPD is transitioning
to the RIIO-ED1 price control period, which began on April 1, 2015. U.K. revenues are expected to significantly decline
from 2014 to 2015 resulting from revenue profiling in the prior price control period (DPCRS5) and a lower return on
regulatory equity, partially offset by the fast-track bonus. In additton, starting in 2017, the amount of incentive revenues
WPD is able to earn is expected to decline as a result of tighter reliability and customer service targets set by Ofgem under
RIIO-ED1. Despite these factors negatively impacting revenues in the U.K., management is focused on maintaining
relatively flat earnings per share for the U.K. Regulated segment from 2015 to 2018.

In addition, for the U.K. regulated businesses, effective April 1, 2015 under the RIIO-EDI 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 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 increase the applicable recoverable life during the current RIIO-ED1 eight-year price control period, resulting in an
expected average useful life of 35 years for RAV additions in that period. See "Financial and Operational Developments -
Other Financial and Operational Developments - RIIQ-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 using forward test years, 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, SMR 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, as applicable, related 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).

Following the spinoff, PPL's focus is 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. Following the spinoff transaction, PPL expects to reduce annual ongoing corporate support costs resulting from the
2014 corporate restructuring efforts as well as ongoing cost efficiency initiatives.
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See "Financial and Operational Developments - Other Financial and Operational Developments - Costs of Spinoff" and "Loss
on Spinoff" below for additional information.

Financial and Operational Developments

Earnings (PPL)

PPL's earnings by reportable segments for the periods ended September 30 were as follows:

Three Months Nine Months
2015 2014 $ Change 2015 2014 $ Change

UK. Regulated $ 249§ 295 % @6) $ 814 § 638 § 126
Kentucky Regulated 111 32 29 267 247 20
Pennsylvania Regulated 55 57 {2) 191 194 (3)
Corporate and Other (a) (19) (24) 5 (74) (100} 26
Income from Continuing Operations

After Income Taxes 395 410 (14 1,198 1,029 169
Discontinued Operations (b) (3) 87 (90) (915) 13 (928)
Net Income (Loss) 3 393 3 497 § (104) % 283 § 1,042 § (750
Income from Continuing Operaticns

After Income Taxes
EPS - basic 3 059 % 06l % 0.02) 3 78§ 158 % 0.20
EPS - diluted (c) $ 059 % 061 % 002) $ 78 8 155 % 023
Net Income (Loss)
EPS - basic $ 058 % 074 % ©0.16) $ 042 3§ 160 §% (1.18)
EPS - diluted (¢) $ 058 8§ 074 % .16 3 042 § 157 % (1.15)

(@) 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 former Supply segment, the eamnings of the Supply segment are
included in Discontinued Operations. The nine months ended September 30, 2015 includes 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 8 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
pertods ended September 30. See PPL's "Results of Operations - Segment Earnings" for details of each segment's special
items.

Three Months Nine Months
2015 2014 $ Change 2015 2014 $ Change
U.K. Regulated L) 54 3 inn 3 G % 9 3 20 % 20
Kentucky Regulated (¢)) (1) (13) (13)
Pennsylvania Regulated 2 2) 2) 2
Corporate and Other (a) (3 18) 15 (23) (70) 47
Discontinued Operations (b) (4) 87 1) (916) 13 (929)
Total PPL $ 46 3 181 § (135 $% 912) $ (39 §% (873)

(@) The three and nine months ended September 30, 2015 primarily include transition-related costs associated with the spinoff of PPL Energy Supply. The
three months ended September 30, 2014 primarily includes $11 million of separation benefits and transition-related costs associated with the spinoff of
PPL Energy Supply. The nine months ended September 30, 2014 includes $49 million of deferred income tax expense to adjust valuation allowances
that wete previously supported by the future earnings of PPL Energy Supply, $11 million of separation benefits and transition-related costs asseciated
with the spinoff of PPL Energy Supply. See Note 8§ for additional information on the spinoff,

(b) As a result of the spinoff of PPL Energy Supply, substantially representing PPL's former Supply segment, the earnings of the Supply segment are
included in Discontinued Operations and considered 10 be a special item. The nine months ended September 30, 2015 includes 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 8 to the Financial Statements for additional information,

2015 Qutiook
(PPL)
Excluding special items, higher earnings are expected in 2015 compared with 2014, after adjusting 2014 to reflect the impact

of dissynergies in the Corporate and Other category related to the spinoff of PPL Energy Supply. This increase is primarily
attributable to increases in the U.K. Regulated and Kentucky Regulated segments and lower Corporate and Other charges.
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The following projections and factors underlying these projections (on an after-tax basis) are provided for PPL's 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
and lower depreciation expense, partially offset by lower utility revenue from a price decrease due to the commencement of
RIIO-ED1 effective April 1, 2015. The remaining 2015 foreign currency earnings exposure for this segment is fully hedged
at an average rate of $1.54 per British pound sterling.

{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, 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 and higher depreciation expense, partially offset by higher transmission and distribution margins.

(PPL's Corporate and Other Category)

Excluding special items, lower costs are projected in 2015 compared with 2014, after adjusting 2014 to reflect the impact of
dissynergies in the Corporate and Other category related to the spinoff of PPL Energy Supply, primarily driven by cost
reductions resulting from 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

"Item 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, MATS and the Clean Power Plan. See "Financial Condition -
Environmental Matters" below for additional information on the CCRs requirements and Note 10 to the Financial Statements
for a discussion of the other significant environmental matters. These and other stringent environmental requirements have
led PPL, LKE, LG&E and KU to retire approximately 800 megawatts of their coal-fired generating plants in Kentucky. In
September 20135, KU retired two coal-fired units, with a combined summer capacity rating of 161 MW, at the Green River
plant. LG&E retired a 240 MW coal-fired unit in March 2015 and two additional coal-fired units, with a combined summer
capacity rating 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.

Also as a result of the environmental requirements discussed above, LKE projects $2.2 billion ($1.1 billion each at LG&E
and KU) in environmental capital investment over the next five years.

{(All Registrants)

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. In June 2015, the spinoff was completed. See Note 8 to the Financial
Statements for additional information relating to the transaction.

Loss on Spinoff

In conjunction with the accounting for the spinoff, PPL evaluated whether the fair value of the Supply segment's net assets
was less than the carrying value as 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 methedologies 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 atiributable 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 valuve 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% 3 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 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
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
control premtum 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 in the second quarter
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of 2015, 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 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 September 30, 2015 and December 31, 2014, the
recorded liabilities related to the separation benefits were $11 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 prorated
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 $44 million of third-party costs related to this transaction during the nine months ended September 30, 2015.
Of these costs, $31 million were primarily for bank advisory, legal and accounting fees to facilitate the transaction, and are
reflected in discontinued operations. An additional $13 million of consulting and other costs were incurred during the nine
months ended September 30, 2015 related to the formation of the Talen Energy organization and to reconfigure the remaining
PPL service functions. These costs are primarily recorded in "Other operation and maintenance" on the Statement of Income.
No significant additional third-party costs are expected to be incurred. PPL recorded $5 million and $21 million of third-
party costs related to this transaction during the three and nine months ended September 30, 2014.

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.

As a result of the spinoff announcement in June 2014, PPL recorded $3 million and $49 million of deferred income tax
expense during the three and nine months ended September 30, 2014, to adjust valuation allowances on deferred tax assets
primarily for state net operating loss carryforwards that were previously supported by the future earnings of PPL Energy

Supply.
Discontinued Operalions

The operations of the Supply segment are included in "Income (Loss) from Discontinued Operations (net of income taxes)"
on the Statements 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 discontinned operations”, "Current liabilities of discontinued operations” and
"Noncurrent liabilities 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.

RIIO-ED1

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

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 nine months ended September 30,
20135, this change in useful lives resulted in lower depreciation of $22 million (317 million after-tax or $0.03 per share) and
$64 million ($50 million after-tax or $0.08 per share). It is expected to result in an annual reduction in depreciation of
approximately $84 million ($66 million after-tax or $0.10 per share) in 20135.

IRS Audits for 1998 - 2011

In February 2015, PPL and the IRS Appeals division reached a settiement 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.
For the nine months ended September 30, 2015, PPL recorded a tax benefit of $24 million. Of this amount, $12 million is
reflected in continuing operations,

(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 application was based on a fully projected future test year of January 1, 2016 through
December 31, 2016. On September 3, 2015, PPL Electric filed with the PUC Administrative Law Judge a petition for
approval of a settlement agreement under which PPL Electric would be permitted to increase its annual distribution rates by
$124 million, effective January 1, 2016. On October 5, 2015, the Administrative Law Judge issued a recommended decision
approving the settlement agreement, The PUC is expected to issue its final order in December 2015.

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 filed the
petition concurrently with its 2015 rate case and the Administrative Law Judge granted PPL Electric's request to consolidate
these two proceedings. Under the terms of the settlement agreement discussed above, PPL Electric agreed to withdraw its
DSIC waiver petition without prejudice to filing it at a later date.

{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 August 2015, KU
filed a partial settlement agreement with the nine terminating municipalities, which, if approved by FERC, would resolve all
but one open matter with one municipality, including providing for certain refunds, approving the formula rate with a true-up
provision, and authorizing a 10.25% return on equity. A single remaining unresolved issue with one terminating municipality
is in FERC litigation 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.
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(PPL, LKE, LG&E and KU)
Rate Case Proceedings

On June 30, 2015, the KPSC approved a rate case settlement agreement providing for increases in the annnal 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 calculated 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.

(LKE and KU)

On June 30, 2015, KU filed an application with the VSCC to increase annual Virginia base electricity revenue by
approximately $7.2 million, representing an increase of 10,1%. KU's application is based on an authorized 10.5% return on
equity. Public meetings were held during September 2015 and a hearing in the matter may be held during 2015. Subject to
regulatory review and approval, new rates would become effective April 1, 2016.

Results of Operaticns

(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 and Pennsylvania Gross Delivery Margins) and a reconciliation
of non-GAAP financial measures to "Operating Income.” The "Statement of Income Analysis" discussion addresses
significant changes in principal line items on PPL's Statements of Income, comparing the three and nine months ended
September 30, 2015 with the same periods in 2014. "Segment Eamnings, 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"
addresses significant changes in principal line items on the Statements of Income comparing the three and nine months ended
September 30, 20135 with the same periods 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 numerous factors and developments and by seasonal
variations. As such, the results of operations for interim periods do not necessarily indicate results or trends for the year or
future periods.
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PPL: Segment Earnings, Margins and Statement of Income Analysis

Segment Earnings

U.K. Regulated Segment

The U.K. Regulated segment consists of PPL Global which primarily includes WPD's regulated electricity distribution
operations, the results of hedging the translation of WPD's earnings from British pound sterling into U.S. doliars, and certain
costs, such as U.S. income taxes, administrative costs, and allocated financing costs. The U.K. Regulated segment represents
68% of PPL's Income from Continuing Operations After Income Taxes for the nine months ended September 30, 2015 and
42% of PPL's assets at September 30, 2015.

Net Income for the periods ended September 30 includes the following results.

Three Months Nine Months
2015 2014 $ Change 2015 2014 $ Change

Operating revenues $ 552 3 644 3 92) 3 1836 3 1964 §$ {128)
Other cperation and maintenance 118 118 332 358 (26)
Depreciation 63 86 (23) 181 256 (75)
Taxes, other than income 38 41 (3) 111 119 (8)

Total operating expenses 219 245 (26) 624 733 (109}
Other Income (Expense) - net 77 136 (59 65 40 25
Interest Expense 109 115 (6) 312 352 (40)
Income Taxes 52 125 {(73) I51 231 (80)
Net Income $ 249§ 295 % 46) $ g14 % 688 % 126

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 the effects of movements in foreign currency exchange,
including the effects of foreign currency hedge contracts, 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 Nine Months

UK.

Utlity revenues 3 46) $ 33)

Other operation and maintenance (12) (5)

Depreciation 17 59

Interest expense (2) 4

Other i

Income taxes 13 13
U.s.

Interest expense and other 1 13

Income taxes 35 54
Foreign currency exchange, after-tax 4 1
Special items, after-tax (57) 20
Total $ (46) § 126
UK.

¢ Lower utility revenues for the three month period primarily due to $69 million from the April 1, 2015 price decrease
primarily resulting from the commencement of RIIQ-ED]1, partially offset by $6 million of higher volume primarily due
to weather and $14 million from reduced revenues in 2014 primarily due to a required £5 per residential customer
reduction for the regulatory year that began April 1, 2014. This reduction will be included in revenue in the regulatory
year beginning April 1, 2016.

e Lower utility revenues for the nine month period primarily due to $100 million from the April 1, 2015 price decrease
primarily resulting from the commencement of RIIO-ED1, partially offset by $46 million from the April 1, 2014 price
increase and $7 million of higher volume primarily due to weather.

* Lower depreciation expense for the three and nine month periods primarily due to a $22 million and $64 million impact of
an extension of the network asset lives. See Note 2 to the Financial Statements for additional information.
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o Lower income taxes for the three month period primarily due to lower pre-tax income.
LS.
e Lower income taxes for the three and nine month periods primarily due to decreases in taxable dividends.

The following after-tax gains (losses), which management considers special items, also impacted the U.K. Regulated
segment’s results during the periods ended September 30.

Income Statement Three Months Nine Months
Line Item 2015 2014 2015 2014
Other Income
Foreign currency-related economic hedges, net of tax of ($29), ($60), ($10), ($39) (a) (Expense)-net s 54 % 111 §% 20 § 72
Other operation
WPD Midlands acquisition-related adjustment, net of tax of $0, $0, ($1), $0 and maintenance 2
Change in WPD line loss accrual, net of tax of $0, $0, $0, $13(b) Qperating Revenues (52)
Settlement of certain income tax positions (c) Income Taxes 18
Total b 54 3 111 % 40 § 20

(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 penaities mechanism. As aresult, 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.

(c) Relates to the April 2015 settlement of open audits for the years 1998-2011. See Note 5 to the Financial Statements for additional information.

Kentucky Regulated 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 22% of PPL’s Income
from Continuing Operations After Income Taxes for the nine months ended September 30, 2015 and 36% of PPL's assets at
September 30, 2015.

Net Income for the periods ended September 30 includes the following results.

Three Months Nine Months
2015 2014 $ Change 2015 2014 $ Change

Operating revenues $ 801 % 753 $ 48 8 2414 § 2409 3 5
Fuel 228 240 (12) 695 748 {(53)
Energy purchases 23 24 (1) 143 184 41
Other operation and maintenance 202 197 5 625 609 16
Depreciation 97 89 8 286 262 24
Taxes, other than income 14 13 1 43 39 4

Total operating expenses 564 563 1 1,762 1.842 (50)
Other Income (Expense) - net () ) (8) 6) (2)
Interest Expense 56 56 167 164 3
Income Taxes 68 50 18 180 150 30
Net Income 3 11 $ 82 3% 29 3 267 § 247 % 20

The changes in the results of the Kentucky Regnlated segment between these periods were due to the factors set forth below,
which reflect amounts classified as Kentucky Gross Margins and certain items that management considers special on separate

lines within the table and not in their respective Statement of Income line items. See below for additional detail of the special
itemns.

Three Months Nine Months

Kentucky Gross Margins $ 50 % 75
Other operation and maintenance [C) (14)
Depreciation 1 4
Taxes, other than income (2)
Other income (expense) - net 3
Interest expense 3)
Income taxes (18) (22)
Special items a3
Total 3 29 3 20

ppl10g_9-15 Final as Filed.docx Confidential 86



e See "Margins - Changes in Non-GAAP Financial Measures” for an explanation of Kentucky Gross Margins.

¢ Higher other operation and maintenance for the nine month period primarily due to $11 million of higher pension expense
attributed to the change in mortality tables and lower discount rate in 2015 and $11 million of higher costs directly related
to the Cane Run units’ retirements consisting of an inventory write-down and separation benefits, partially offset by $7
million of lower storm expenses and $4 million of lower bad debt expense.

e Higher income taxes for the three and nine month periods primarily due to higher pre-tax income.

The following after-tax gains (losses), which management considers special items, also impacted the Kentucky Regulated
segment's results during the periods ended September 30.

Income Statement Three Months Nine Months
Line Item 2015 2014 2015 2014
EEI adjustments, net of tax of $0, $0, $0, $0 (a) Other Income (Expense)-net $ (1)
LKE acquisition-related adjustment (b) Other Income (Expense)-net $ (1) $ (5)
Certain valuation allowances (c) Income Taxes 8
Total 8 (1) § () $ (13

() Recorded by KU,

(b) Recorded at PPL and allocated to the Kentucky Regulated segment. The amount represents a settlement between E.ON AG (a German corporation and
the indirect parent of E.ON US Investments Corp., the formet parent of LKE) and PPL for a tax matter.

(¢) Recorded at LKE and represents a valuation allowance against tax credits expiring in 2016 and 2017 that are more likely than not ta expire before
being utilized.

Pennsylvania Regulated Segment

The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL
Electric. The Pennsylvania Regulated segment represents 16% of PPL's Income from Continuing Operations After Income
Taxes for the nine months ended September 30, 2015 and 21% of PPL's assets at September 30, 2015.

Net Income for the periods ended September 30 includes the following resulis.

Three Months Nine Months
2015 2014 $ Change 2015 2014 $ Change
Operating revenues $ 519 3 4717 3 2 3 1,625 3 1,518 §$ 107
Energy purchases
External 154 128 26 519 431 88
Intersegment 20 20 14 68 (54)
Other operation and maintenance 162 133 29 435 402 33
Depreciation 55 47 8 158 137 21
Taxes, other than income 27 25 2 87 80 7
Total operating expenses 398 353 45 1,213 1,118 95
Qther Income (Expense) - net 1 3 @ 5 6 (§))]
Interest Expense 32 33 [0} 96 9] 5
Income Taxes 35 37 (2) 130 121 9
Net Income 3 55 % 57 % ) 3 91§ 194 § (3)

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 and a certain item that
management considers special on separate lines and not in their respective Statement of Income line items. See below for
additional detail of the special items.

Three Months Nine Months

Pennsylvania Gross Delivery Margins § 30 § 56
Other operation and maintenance (19) (25)
Depreciation (8) (21)
Interest expense 1 (5)
Taxes other than income [#3) (§)]
Other income (expense) - net 3 (§)]
Income taxes 1 (8)
Special item, after-tax (2) 2
Total 5 (2) § (3)
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e See "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Pennsylvania Gross Delivery Margins.

» Higher other operation and maintenance expense for the three month period primarily due to $10 million of higher
corporate service costs and $5 million of higher bad debt expenses.

o Higher other operation and maintenance expense for the nine month period primarily due to $19 million of higher
corporate service costs and $7 million of higher bad debt expenses, partially offset by $7 million of lower storm costs.

¢ Higher depreciation expense for the three and nine month periods primarily due to PP&E additions, net, related to the
ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure.

The following after-tax (loss), which management considers a special item, also impacted the Pennsylvania Regulated
segment's results during the periods ended September 30.

Income Statement  Three Months Nine Months
Line Item 2015 2014 2015 2014
Other operation
Separation benefits, net of tax of $0, ($1), $0, 31 (a) and maintenance $ 2 $ V3]

(a) In June 2014, PPL Electric's largest IBEW lecal ratified a new three-year labor agreement. In connection with the new agreement, bargaining unit one-
time voluntary retirement benefits were recorded in the second quarter of 2014 and adjusted in the third quarter of 2014,

Margins

Non-GAAP Financial Measures

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

¢ "Kentucky Gross Margins" is a single financial performance measure of the 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 "QOther 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. Asa
result, this measure represents the net revenues from electricity and gas operations.

e "Pennsylvania Gross Delivery Margins" is a single financial performance measure of the electricity delivery operations of
the Pennsylvania Regulated segment and PPL Electric, which includes transmission and distribution activities. In
calculating this measure, utility revenues and expenses associated with approved recovery mechanisms, including energy
provided as a PLR, are offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in
"Energy purchases," "Other operation and maintenance,” which is primarily Act 129 costs, and "Taxes, other than
income,” which is primarily gross receipts tax. This performance measure includes PLR energy purchases by PPL
Electric from PPL EnergyPlus, which are reflected in "Energy purchases from affiliate” in the reconciliation tables. Asa
result of the spinoff of PPL Energy Supply and creation of Talen Energy on June 1, 2015, 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 reflected in "Energy Purchases" in the reconciliation tables. This measure
represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric's electricity delivery operations.

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.
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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 September 30.

2015 Three Months 2014 Three Months
Kentucky  PA Gross Kentucky  PA Gross
Gross Delivery Operating Gross Delivery Operating
Margins Margins Qther (a) Income (b)  Margins Margins Other (a) Income (b)
Operating Revenues 5 801 5 519§ 558 (¢} % 1878 % 753 5 477 % 649 @ $ 1,879
QOperating Expenses
Fuel 228 228 240 240
Energy purchases 23 154 177 24 128 2] 173
Energy purchases from affiliate 20 20)
Other operation and
maintenance 28 31 423 482 27 25 415 467
Depreciation 11 215 226 2 231 233
Taxes, other than income 1 25 53 79 25 53 78
Total Operating Expenses 291 210 691 1,192 293 198 700 1,191
Total 5 510 % 309 § (133) $ 686§ 460 3§ 279 % (51) 3 688
2015 Nine Months 2014 Nine Months
Kentucky  PA Gross Kentucky  PA Gross
Gross Delivery Operating Gross Delivery Operating
Margins Margins Cther (a) Income (b)  Margins Margins Other (a) Income (b)
Operating Revenues 3 2414 § 1,625 § 1,850 &) $ 5889 % 2409 S 1518 § 1979 ) 3 5,906
Operating Expenses
Fuel 695 695 748 748
Energy purchases 143 519 14 676 184 431 68 683
Energy purchases from affiliate 14 (14) 68 (68)
Other operation and
maintenance 77 84 1,244 1405 5 74 1,233 1,382
Depreciation 26 632 658 6 682 688
Taxes, other than income 3 81 157 241 1 74 163 238
Total Operating Expenses 944 698 2,033 3,675 1,014 647 2,078 3,739
Total 3 1470 § 927 § (183) 3 2,214 § 1,395 S 871 3% (99) 3 2,167

(a) Represents amounts excluded from Margins,
(b) Asreported on the Statements of Income.
(c) Primarily represents WPD's operating revenue.

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 periods ended September 30 as well as the change between periods. The factors that gave rise to the changes are
described following the table.

Three Months Nine Months
2015 2014 $ Change 2015 2014 $ Change

Kentucky Regulated
Kentucky Gross Margins )

LG&E 3 225 % 212§ 13 3 661 $ 633 % 28

KU 285 248 37 809 762 47
LKE $ 510 § 460 §$ 50 § 1470 §$ 1395 § 75
Pennsylvania Regulated
Pennsylvania Gross Delivery Margins

Distribution $ 207§ 194 $ 13 3 642 3% 631 % 11

Transmission 102 85 17 285 240 45
Total $ 309 §$ 279 § 30 3 927 3% 871 § 56
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Kentucky Gross Margins

Kentucky Gross Margins increased for the three months ended September 30, 2015 compgred with 2014 primarily due to
higher base rates of $28 million ($27 million at KU and $1 million at LG&E) and returns on additional environmental capital
investments of $14 million ($10 million at LG&E and $4 million at KU). The increase in base rates was the result of new
rates approved by the KPSC effective July I, 20135.

Kentucky Gross Margins increased for the nine months ended September 30, 2015 compared with 2014 primarily due to
returns on additional environmental capital investments of $44 million ($29 million at LG&E and $15 million at KU) and
higher base rates of $28 million ($27 million at KU and $1 million at LG&E). The increase in base rates was the result of
new rates approved by the KPSC effective July 1, 2015.

Pennsylvania Gross Delivery Margins
Distribution

Distribution margins increased for the three months ended September 30, 2015 compared with 2014, primarily due to returns
on additional distribution improvement capital investments of $5 million and a $4 million impact of favorable weather.

Distribution margins increased for the nine months ended September 30, 2015 compared with 2014, due to returns on
additional distribution improvement capital investments of $13 million and an $11 million impact of favorable weather,
partially offset by a $12 million benefit recorded in the first quarter of 2014 as a result of a change in estimate of a regulatory
liability.

Transmission

Transmission margins increased for the three and nine month periods ended September 30, 2015 compared with 2014
primarily duve to increased capital investments.

Statement of Income Analysis --

Operating Revenues

The increase (decrease) in operating revenues for the periods ended September 30, 2015 compared with 2014 was due to:

Three Months _ Nine Months

Domestic:
PPL Electric (a) $ 4 3 109
LKE (b) 48 5
Other (0 (33
Total Domestic 91 111
U.K.:
Price (c) (54) (45)
Foreign currency exchange rates (d) (48) (158)
Volume 6 7
Line loss accrual adjustments (g) 65
Other 4 3
Total UK. (92) {128)
Total $ 3 (4]

(a) See "Pennsylvania Gross Delivery Margins" for further information.

(b) See "Kentucky Gross Margins" for further information.

(¢) The decrease for the three month period was primarily due to a price decrease effective April 1, 2015 resulting from the commencement of RIIO-ED 1,
The decrease for the nine month period was due to a price decrease effective April 1, 2015, partially offset by a price increase effective April 1, 2014.

(d) The offsetting impacts from foreign currency hedging instruments are recorded in "Other Income (Expense)-net."

(e) The increase for the nine month period was due to unfavorable accrual adjustments in 2014 based on Ofgem's final decision on the DPCR4 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 perieds ended September 30,
2015 compared with 2014 are included above within "Margins” and are not discussed separately.

ppl10g_9-15 Final as Filed.docx Confidential S0



Three Menths _ Nine Months

Fuel $ (12) % (53)
Energy purchases 4 o

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended September 30, 2015 compared with 2014
was due to:

Three Months  Nine Months

Domestic:
Cane Run retired units 3 11
Pension 5 2 11
Bad Debts 6 10
Act 129 5 8
Cther (4} 7

UK:
Network maintenance (15)
Foreign currency exchange rates (a) (€)] (26)
National Grid exit charges 6 10
Pension (3) (10)
Engineering management 3 12
Other 6 5

Total $ 15 % 23

(a} The offsetting impacts from foreign currency hedging instruments are recorded in "Other Income (Expense)- net."
Depreciation

Depreciation decreased by $7 million and $30 million for the three and nine months ended September 30, 2015 compared
with 2014, primarily due to a $22 million and $64 million reduction from an extension of the WPD network asset lives
partially offset by additions to PP&E, net primarily at the domestic utilities. 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 decreased by $61 million and increased by $28 million for the three and nine months ended
September 30, 2015 compared with 2014, primarily due to changes in realized and unrealized gains on foreign currency
contracts to economically hedge GBP denominated earnings from WPD,

Interest Expense

The increase (decrease) in interest expense for the periods ended September 30, 2015 compared with 2014 was due to:

Three Months Nine Months

Long-term debt interest expense (a} $ 10 3% 38
Loss on extinguishment of debt (b) (€))]
Capitalized interest and debt component of AFUDC 6 4
Foreign currency exchange rates (c) {8) (25)
Total 3 g8 $§ 8

(@) Both periods in 2015 include interest expense related to certain PPL Energy Funding debt that was previously associated with PPL's Supply segment
and included in "Income (Loss) from Discontinued Operations (net of income taxes)" in 2014,

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

(c) The offsetting impacts from foreign currency hedging instruments are recorded in "Other Income (Expense) - net."
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Income Taxes
The increase (decrease) in income taxes for the periods ended September 30, 2015 compared with 2014 was due to:

Three Months Nine Months

Change in pre-tax income at current period tax rates : $ (14) § 32

Valuation allowance adjustments {(a) 3) 410
Federal and state tax reserve adjustments (b) ()] 2D
U.S. income tax on foreign earnings net of foreign tax credit (c) (26) {48}
Foreign tax retumn adjustments C)]
Intercempany interest on U.K. financing entities (4) an
Reduction in U.K. income tax rates (2) (8)
Other 1 (h
Total $ 57) § (102}

(a) As aresult of the spinoff announcement, PPL recerded deferred income tax expense of $3 million and $49 million during the three and nine months
ended September 30, 2014 ro adjust valuation allowances on deferred tax assets primarily for state net operating loss carryforwards that were
previously supported by the future camnings of PPL Energy Supply.

(0} During the three and nine months ended September 30, 2015, PPL recorded a $9 million tax benefit related to a planned amendment of a prior period
tax return.

During the nine months ended September 30, 2015, PPL recorded a $12 million tax benefit to adjust the settled refund amount approved by the Joint
Committee on Taxation for the open audit years 1998-2011.
{c) During the three and nine months ended September 30, 2015, PPL recorded lower income tax expense due to a decrease in taxable dividends.

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) includes the results of operations of PPL Energy Supply,

which was spun off from PPL on June 1, 2015 and substantially represents PPL's former Supply segment. See "Discontinued
Operations" in Note 8 to the Financial Statements for additional information.

PPL Electric: Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Ended Nine Months Ended
September 30, September 30,
2015 2014 2015 2014
Net Income $ 55 § 57 % 191 § 194
Special item, gains (losses), after-tax 2 2)

Excluding a special item, earnings decreased for the nine month period in 2015 compared with 2014 primarily due to higher
depreciation expense, higher operation and maintenance expense and higher income tax expense, partially offset by higher
transmission and distribution margins.

The table below quantifies the changes in the components of Net Income between these periods, which reflects amounts
classified as Pennsylvania Gross Delivery Margins and an item that management considers special on separate lines within
the table and not in their respective Statement of Income line items.

Three Months Nine Months

Pennsylvania Gross Delivery Margins 3 30 % 56

Other operation and maintenance (1% (25)
Depreciation (8) (21)
Interest expense 1 (5)
Taxes other than income @ (1)
Other income {expense) - net 3) )
Income taxes 1 @)
Special item, after-tax {a) 2 2

Total $ 2) § (3}

(a) See PPL's "Results of Operations - Segment Eamings - Pennsylvania Regulated Segment” for details of the special item.
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Margins

"Pennsylvania Gross Delivery Margins" is a non-GAAP financial performance measure that management utilizes as an
indicator of the performance of its business. See PPL's "Results of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes 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 "QOperating Income” for the periods ended September 30.

2015 Three Months 2014 Three Months
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (k) Margins Other (a) Income (b)
Operating Revenues $ 519 $ 519 §$ 477 3 477
Qperating Expenses
Energy purchases 154 154 128 128
Energy purchases from affiliate 20 20
Other operation and maintenance il % 131 162 25 % 108 133
Depreciaticn 55 55 a7 47
Taxes, other than income 25 2 27 25 25
Total Operating Expenses 210 188 398 198 155 353
Total 3 300 % {188) § 121 § 279 % (155 $ 124
2015 Nine Months 2014 Nine Months
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 1,625 S 1,625 % 1,518 $ 1,518
Operating Expenses
Energy purchases 519 519 431 431
Energy purchases from affiliate 14 14 68 68
Other operation and maintenance 84 3 351 435 74 3 328 402
Depreciation 158 158 137 137
Taxes, other than income 81 6 87 74 6 80
Total Cperating Expenses 698 515 1,213 647 471 1,118
Total $ 927 8§ (515) $§ 412 % 871 % 471 3 400

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income,

Statement of Income Analysis --
Certain Operating Revenues and Expenses Included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended September 30,
2015 compared with 2014 are included above within "Margins" and are not discussed separately.

Three Months _Nine Months
Operating revenues 3 42 8 107
Energy purchases 26 88
Energy purchases from affiliate (20) (54)

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended September 30, 2015 compared with 2014
was due to:
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Three Months Nine Months

Vegetalicn management $ 4 3 2

Storm costs G (12)
Act 129 5 8

Bad debts 3 14

Corporate service costs 10 19

Bargaining unit one-time voluntary retirement benefits 3 (3)
Cther 3 5

Total $ 20 3§ 33

Depreciation

Depreciation increased by $8 million and $21 million for the three and nine months ended September 30, 2015 compared
with 2014, primarily dve to PP&E additions, net related to the ongoing efforts to ensure the reliability of the delivery system
and the replacement of aging infrastructure.

Taxes, Other Than Income

Taxes, other than income increased by $2 million and $7 million for the three and nine months ended September 30, 2015
compared with 2014, primarily due to higher Pennsylvania gross receipts tax expense as a result of an increase in retail
electric revenues. This tax is included in "Pennsylvania Gross Delivery Margins."

Interest Expense

Interest expense increased by $5 million for the nine months ended September 30, 2015 compared with 2014, primarily due
to the issuance of first mortgage bonds in June 2014.

Income Taxes
The increase in income taxes for the periods ended September 30, 2015 compared with 2014 was due to:

Three Months Nine Months

Change in pre-tax income at current peried tax rates $ a s 6
Federal and state tax reserve adjustments 3
Other m

Total $ 2) 3 9

See Note 5 to the Financial Statements for additional information.

LKE: Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Ended Nine Months Ended
September 30, September 30,
2015 2014 2015 2014
Net Income 3 120 3§ 91 3 297 % 271
Special items, gains (losses), after-tax (1 )]

Excluding special items, earnings increased for the three and nine month periods in 2015 compared with 2014 primarily due
to higher returns on additional environmental capital investments and higher base electricity rates effective July 1, 2015,
partially offset by higher other operation and maintenance expense.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts

classified as Margins and certain items that management considers special on separate lines within the table and not in their
respective Statement of Income line items.
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Three Months _ Nine Months
Margins $ 50 % 75
Other operation and maintenance ()] (14)
Depreciation 1 @
Taxes, other than income 2)
Othker income (expense)- net 3
Interest expense (1) (3)
Income taxes (18) @1
Special items, after-tax (a) 1 )
Total $ 29 § 26

(a) See PPL's "Resuilts of Operations - Segment Eamnings - Kentucky Regulated Segment” for details of special items.
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 periods ended September 30,

2015 Three Months 2014 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues 3 801 $ 801 3 753 3 753

Operating Expenses
Fuel 228 228 240 240
Energy purchases 23 23 24 24
Other operation and maintenance 28 % 174 202 27 % 170 197
Depreciation 11 36 97 2 87 89
Taxes, other than income 1 13 14 i3 13
Total Operating Expenses 291 273 564 293 270 563
Total 3 510 § (273) % 237 3 460 § 270 $ 190
2015 Nine Months 2014 Nine Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 2414 5 2414 % 2,409 $ 2,409

Operating Expenses

Fuel 695 695 748 748
Energy purchases 143 143 184 184
Other operation and maintenance 77 % 548 625 5§ 534 609
Depreciation 26 260 286 6 256 262
Taxes, other than income 3 40 43 1 38 39
Total Operating Expenses 944 848 1,792 1,014 328 1,842
Total $ 1470 § (848) § 622 % 1,395 § (828) 3 567

(a) Represents amounts excluded from Margins.

(b) As reported on the Statements of Income.

Statement of Income Analysis --

Certain Operating Revenues and Expenses included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended September 30,

2015 compared with 2014 are included above within "Margins" and are not discussed separately.
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Three Months _ Nine Months

Operating revenues $ 48 8 5
Fuel (12) (53)
Energy purchases (1) @1

Other Operation and Maintenance

The increase in other operation and maintenance expense for the periods ended September 30, 2015 compared with 2014 was
due to:

Three Months Nine Months

Cane Run retired units b} 11
Pension $ 2 11
Storm costs 3 )]
Bad debts @ €3]
Coal plant operations 0y 3
Other 3 g
Total 3 5 % 16
Depreciation

Depreciation increased by $8 million and $24 million for the three and nine months ended September 30, 2015 compared
with 2014 primarily due to additions to PP&E, net.

Income Taxes

The increase in income taxes for the periods ended September 30, 2015, compared with 2014, was due to:

Three Months Nine Months

Higher pre-tax book income at current period tax rates $ 18 3 21
Certain Valuation Allowances 8
Total 3 18 § 29

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

Earnings
Three Months Ended Nine Months Ended
September 30, September 30,
2015 2014 2015 2014
Net Income % 58 % 46 3 146 % 133

Earnings increased for the three and nine month periods in 2015 compared with 2014 primarily due to higher returns on
additional environmental capital investments.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins on a separate line within the table and not in their respective Statement of Income line items.

Three Months Nine Months

Margins 5 13 % 28
Other operation and maintenance 6 4)
Depreciation 3 4
Other income (expense) - net [¢))]

Interest expense 2)
Income taxes © - (13)
Total 3 12 3 13
Margins

"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 an explanation of why management believes this measure is useful
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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 September 30.

Operating Revenues

Operating Expenses
Fuel
Energy purchases, including affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Total

Operating Revenues

Operating Expenses
Fuel
Energy purchases, including affiliate
Other operation and maintenance
Depreciation
Taxes, other than income
Total Operating Expenses
Total

2015 Three Months 2014 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
b} 351 5 351 % 347 h) 347
82 82 99 99
27 27 23 23
11 76 87 12 82 94
5 35 40 1 38 39
1 6 7 6 6
126 117 243 135 126 261
$ 225 (117 § 108 § 212 (126) § 86

2015 Nine Months 2014 Nine Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
$ 1,121 $ L1213 1,170 3 1,170
267 267 320 320
146 146 178 178
33 253 286 37 249 286
12 110 122 2 114 116
2 19 21 19 19
460 382 842 537 382 919
$ 661 (382) $ 279 % 633 (382) % 251

(a) Represents amounts excluded from Margins.

(b)  As reported on the Statements of Income.
Statement of Income Analysis --
Certain Operating Revenues and Expenses included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended September 30,
2015 compared with 2014 are included above within "Margins" and are not discussed separately.

Three Months Nine Months
Retail and wholesale $ 15 % ()
Electric revenue from affiliate (11 (42)
Fuel (17) (53)
Energy purchases 2) (38)
Energy purchases from affiliate 6 6

Other Operation and Maintenance

The decrease in other operation and maintenance expense for the periods ended September 30, 2015 compared with 2014

Three Months Nine Months
Cane Run retired units $ 11
Pension 5
Storm costs $ 1 )
Coal plant operations 2 (5)
Bad debts (1) (2)
Other (5) (5
Total 3 (N 3
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Depreciation

Depreciation increased by $6 million for the nine months ended September 30, 2015 compared with 2014 primarily due to
additions to PP&E, net.

Income Taxes

Income taxes increased by $9 million and $13 million for the three and nine months ended September 30, 2015 compared
with 2014 primarily due to the change in pre-tax income at current period tax rates.

KU: Earnings, Margins and Statement of Income Analysis

Earnings
Three Months Erded Nine Months Ended
September 31, September 30,
2015 2014 2015 2014
Net Income 3 72 % 56 § 189 % 173
Special item, gain (loss), after-tax (0

Exciuding a special item, earnings increased for the three and nine month periods in 2015 compared with 2014 primarily due
to higher returns on additional environmental capital investments and higher base electricity rates effective July 1, 2015,
partially offset by higher other operation and maintenance expense.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins and a certain item that management considers special on separate lines within the table and not in their
respective Statement of Income line items.

Three Months Nine Months

Margins $ 37 5 47
Other operation and maintenance ®) (13)
Depreciation (&) @
Taxes, other than income (2)
Other income (expense)- net 2
Interest expense D

Income taxes (10} )]
Special item, after-tax 1

Total $ 16§ 16
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 September 30.

2015 Three Months 2014 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues 5 461 3 461 & 422 $ 422

Operating Expenses

Fuel 146 146 141 141
Energy purchases, including affiliate 7 7 17 17
Other operation and maintenance 17 % 91 108 14 % 83 97
Depreciation 6 51 57 2 48 50
Taxes, other than income 7 7 7 7
Total Operating Expenses 176 149 325 174 138 312
Total 3 285 % (149 3 136 % 248 % (138) § 110
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2015 Nine Months 2014 Nine Months

Operating Operating

Margins Other (a) Itcome (b) Margins Other {(a) Income (b)
Operating Revenues 3 1,342 5 1,342 3% 1,324 b} 1,324

Operating Expenses

Fuel 428 428 428 428
Energy purchases, including affiliate 46 46 91 91
Other operation and maintenance 44 3 277 321 38 3 264 302
Depreciation 14 150 164 4 141 145
Taxes, other than income 1 21 22 1 19 20
Total Operating Expenses 533 448 981 562 424 986
Total 3 809 % 448) $ 61 8 762§ 424y § 338

(a) Represents amounts excluded from Margins.
(b) As reported on the Statements of Income,

Statement of Income Analysis —
Certain Operating Revenues and Expenses included in "Margins"

The following Statement of Income line items and their related increase (decrease) during the periods ended September 30,
2015 compared with 2014 are included above within "Margins” and are not discussed separately.

Three Months  Nine Months

Retail and wholesale $ 33 3% 12
Electric revenue from affiliate 6 6
Fuel 5

Energy purchases 1 (3)
Energy purchases from affiliate (1 (42)

Other Operation and Maintenance

The increase in other operation and maintenance expense for the periods ended September 30, 2015 compared with 2014 was
due to:

Three Months  Nine Months

Pension $ 3 3 9
Cane Run 7 operations 2 3
Storm costs 2 )]
Ceoal plant operations 1 2
Other 3 8
Total $ 11 3 19

Depreciation

Depreciation increased by $7 million and $19 million for the three and nine months ended September 30, 2015 compared
with 2014 primarily due to additions to PP&E, net.

Income Taxes

Income taxes increased by $10 million and $9 million for the three and nine months ended September 30, 2015 compared
with 2014 primarily due to the change in pre-tax income at current period tax rates.
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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 expect to continue to have adequate liquidity available through operating cash flows, cash and cash
equivalents, credit facilities and commercial paper issuances.

The Registrants had the following at:

September 30, 2015

Cash and cash equivalents $
Short-term debt

Notes payable with affiliates

December 31, 2014

Cash and cash equivalents $
Short-term investments

Short-term debt

Notes payable with affiliates

PPL (a) PPL Electric LKE LG&E KU
981 § 26 % 455 % 180 § 275
557 68 75
62
1,399 $ 214 3 21 % 10 3 11
120
836 575 264 236
41

(a) At September 30, 2015, $199 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 earnings of WPD,

Net cash provided by (used in) operating, investing and financing activities from continuing operations for the nine month
period ended September 30, and the changes between periods, were as follows.

PPL PPL Electric LKE LG&E KU
2015
Operating activities $ 1,688 $ EFEI. 895 3 469 % 510
Investing activities (2,463) (764) 921) (5319) (400)
Financing activities 231 203 460 220 154
2014
Operating activities $ 2,163 $ 412 % 851 % 327 3 486
Investing activities (2,630) (562) (773) (422) 418)
Financing activities 137 236 (66) 112 (67)
Change - Cash Provided (Used)
Operating activities $ @15 3 39 % 4 3 142 % 24
Investing activities 167 (202) (148) o7 18
Financing activities 94 (33) 526 108 221
Operating Activities
The components of the change in cash provided by (used in} operating activities from continuing operations for the nine
months ended September 30, 2015 compared with 2014 were as follows.
PPL PPL Electric LKE LG&E KU

Change - Cash Provided (Used)

Net income $ 169 § (3 3 26 3 13 § 16

Non-cash components (36) 103 1 98 20

Working capital (368) (125 129 76 59

Defined benefit plan funding (106) (13) (23) (13) (16)

Other operating activities (114) (5) (89) (32) (85)
Total § 4715 $ (39) 3% 4 5 142 § 24
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(PPL)

PPL had a $475 million decrease in cash provided by operating activities from continuing operations in 2015 compared with
2014.
e Income from continuing operations improved by $169 million between the periods. This was offset by $56 million
less net non-cash expenses. The net $113 million increase from net income and non-cash components in 2015
compared with 2014 reflects higher margins in the Pennsylvania and Kentucky regulated segments and lower
income taxes.

e  The $368 million decrease in cash from changes in working capital was primarily due to a decrease in taxes payable,
primarily due to higher income tax payments in 2015 and a decrease in accounts payable due to timing of payments.

o  Defined benefit plan funding was $106 million higher in 2015.

e  The decrease in cash from other operating activities was primarily due to payments of $88 million for the settlement
of interest rate swaps.

(PPL Electric)

PPL Electric had a $39 million decrease in cash provided by operating activities in 2015 compared with 2014,

s  The net increase in non-cash components of $103 million in 2015 compared with 2014 is primarily due to an
increase in deferred income taxes, primarily due to a decrease in taxable income for bonus depreciation and higher
depreciation expense due to PP&E additions, net related to the ongoing efforts to ensure the reliability of the
delivery system and the replacement of aging infrastructure.

e The $121 million decline in cash from changes in working capital was primarily due to a decrease in accounts
payable, primarily due to timing of payments and a decrease in taxes payable, primarily due to higher income tax
payments in 2015, partially offset by a decrease in accounts receivable.

o  Defined benefit plan funding was $13 million higher in 2015.
(LKE)

LKE had a $44 million increase in cash provided by operating activities in 2015 compared with 2014,

® LKE's non-cash components of net income included a $24 million increase in depreciation expense due to additional
assets in service since the third quarter of 2014, and a $15 million increase associated with current regulatory assets
net of current regulatory liabilities due to the timing of rate recovery mechanisms, partially offset by a $52 million
decrease in deferred income taxes. The decrease in deferred income taxes was primarily due to recording Federal net
operating losses, partially offset by an increase in accelerated tax depreciation over book depreciation.

® 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 purchases
as a result of plant retirements and Cane Run Unit 7 going in service, and a decrease in natural gas stored
underground due to lower gas prices, partially offset by a decrease in accounts payable due to the timing of fuel
purchases and payments, a decrease in unbilled revenue due to colder winter weather in 2014, and a decrease in
taxes payable due to timing of payments.

*  The decrease in cash from other operating activities was driven primarily by $88 million in payments for the
settlement of interest rate swaps.

(LG&E)
LG&E had a $142 million increase in cash provided by operating activities in 2015 compared with 2014.

* LG&E's non-cash components of net income included a $62 million increase in deferred income taxes, a $21 million
increase associated with current regulatory assets net of current regulatory liabilities due to the timing of rate
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recovery mechanisms, and a $6 million increase in depreciation expense due to additional assets in service since the
third quarter of 2014. The increase in deferred income taxes was primarily due to an increase in accelerated tax
depreciation over book depreciation of $80 million, partially offset by an increase of $16 million of net operating
loss carryforwards.

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 LKE for the use of excess tax depreciation deductions in 2014, a decrease in coal purchases
as a result of plant retirements and Cane Run Unit 7 going in service, a decrease in natural gas stored underground
due to lower gas prices, and a decrease in accounts receivable from affiliates due to timing of intercompany
settlements associated with capital expenditures, partially offset by a decrease in accounts payable due to the timing
of fuel purchases and payments, a decrease in unbilled revenue due to colder winter weather in 2014, and a decrease
in taxes payable due to timing of payments.

o  The decrease in cash from other operating activities was driven primarily by $44 million in payments for the
settlement of interest rate swaps.

(KU)

KU had a $24 million increase in cash provided by operating activities in 2015 compared with 2014.

® KU's non-cash components of net income included a $19 million increase in depreciation expense due to additional
assets in service since the third quarter of 2014, partially offset by a $6 million decrease associated with current
regulatory assets net of current 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 payments from LKE for the use of excess tax depreciation deductions in 2014, a decrease in coal
purchases as a result of plant retirements and Cane Run Unit 7 going in service, and an increase in taxes payable due
to timing of payments, partially offset by a decrease in accounts payable due to the timing of fuel purchases and
payments, a decrease in unbilled revenue due to colder winter weather in 2014, and a decrease in accounts payable
to affiliates due to timing of intercompany settlements associated with capital expenditures.

¢ The decrease in cash from other operating activities was driven primarily by $44 million in payments for the
settlement of interest rate swaps.

Investing Activities

(All Registrants)
Expenditures for Property, Plant and Equipment

Investment in PP&E is the primary investing activity of the registrants. The change in expenditures for PP&E for the nine
months ended September 30, 2015 compared with 2014 was as follows.

PPL PPL Electric LKE LG&E KU

(Increase) Decrease $ 42 % (58 $ (85) % on % 11

For PPL, lower project expenditures at WPD and KU were partially offset by higher project expenditures at PPL Electric and
LG&E. The decrease in expenditures for WPD was primarily due to changes in foreign currency exchange rates. The
decrease in expenditures for KU was related to lower expenditures for the construction of Cane Run Unit 7 which was put
into commercial operation in June 2015, environmental air projects and CCR projects at KU's Ghent and E.W. Brown plants,
The increase in expenditures for PPL Electric was primarily due to the Northeast Pocono reliability project, smart grid
projects and other various projects, partially offset by the 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.
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Other Significant Changes in Components of Investing Activities

(PPL}

PPL received $136 million during the nine months ended September 30, 2015 from the sale of short-term investments.
{PPL Electric) .

PPL Electric received $150 million during the nine months ended September 30, 2014 on notes receivable from affiliates.

Financing Activities

(All Registrants)

The components of the change in cash provided by (used in) financing activities from continuing operations for the nine
months ended September 30, 2015 compared with 2014 was as follows.

PPL PPL Electric LKE LG&E KU
Change - Cash Provided (Used)

Long-term debt issuances/retirements, net ¥ 1078 $ (286) $ 1050 % 550 % 500
Stock issuances/redemptions, net (892)

Dividends (32) (19) 2 6
Capital contributions/distributions, net 180 86 (53) (66)
Change in short-term debt, net (79) 88 (603) (387) (216)
Other financing activities 19 4 1)) “4 [€)]
Total 3 94 $ (33) % 526 % 108 % 221

For the nine months ended September 30, 2015, PPL received $94 million more cash from financing activities primarily due
to the LG&E and KU long-term debt issuances in September 2015, partially offset by lower common stock issuances in
2015, The proceeds of the long-term debt issuances were used to repay short-term debt and additionally will be used for
repayment of First Mortgage Bonds maturing in November 20135, and for general corporate purposes

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
September 30, 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 $ 750 3 20 5 730
PPL Electric Credit Facility 300 69 231
LKE Credit Facility 5 0% 15
LG&E Credit Facility 500 500
KU Credit Facilities 598 198 400
Total LKE 1,173 75 198 900

Total U.8. Credit Facilities (a) 3 2223 38 75 3 287 % 1,861
Total U.K. Credit Facilities (b) £ 1,55 £ 266 £ 789
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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 - 13%, PPL Eleciric - 12%, LKE - 21%, LG&E - 12% and
- KU - 37%.
(b) The amounts borrowed at September 30, 2015 were USD-denominated borrowings of $200 million and GPB-denominated borrowings which equated
10 $214 million. At September 30, 2015, the USD equivalent of unused capacity under the U.K. 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.

See Note 7 to the Financial Statements for further discussion of the Registrants' credit facilities.

Intercompany (LKE, LG&FE and KU)

Committed Other Used Unused

Capacity Borrowed Capacity Capacity
LKE Credit Facility 3 225 % 62 $ 163
LG&E Money Pool (a) 500 500
KU Money Pool (a) 500 500

() LG&E and KU participate in an intercompany meney 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 wtility at
$500 million 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 September 30, 2015:

Commercial
Paper Unused
Capacity Issuances Capacity
PPL Electric $ 300 % 68 3% 232
LG&E 350 350
KU 350 350
Total LKE 700 700
Total PPL 3 1000 3% 68 3 932

In October 2015, PPL Capital Funding established a commercial paper program for up to $600 million to provide an
additional financing source to fund its short-term liquidity needs from time to time. Commercial paper issuances will be
supported by PPL Capital Funding's Syndicated Credit Facilities. PPL guarantees PPL Capital Funding's payment
obligations on the commercial paper notes.

Long-term Debt
(PPL, LKE and LG&E)

In September 2015, LG&E issued $300 million of 3.30% First Mortgage Bonds due 2025 and $250 million of 4.375% First
Mortgage Bonds due 2045. LG&E received proceeds of $298 million and $248 million, net of discounts and underwriting
fees, which were used to repay short-term debt and additionally will be used for the repayment of First Mortgage Bonds
maturing in November 2015, and for general corporate purposes.

(PPL, LKE and KU)

In September 2015, KU issued $250 million of 3.30% First Mortgage Bonds due 2025 and $250 million of 4.375% First
Mortgage Bonds due 2045. KU received proceeds of $248 million for each issuance, net of discounts and underwriting fees,
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which were used to repay short-term debt and additionally will be used for the repayment of First Mortgage Bonds maturing
in November 2015, and for general corporate purposes.

(PPL and PPL Electric)

In October 2015, PPL Electric issued $350 million of 4.150% First Mortgage Bonds due 2045. PPL Electric received
proceeds of $345 million, net of a discount and underwriting fees. which will be used to repay short-term debt and for general
corporate purposes.

(PPL)

ATM Program

For the periods ended September 30, 2015, PPL issued the following:

Three Months Nine Months

Number of shares 435,800 857.500
Average share price $ 3295 % 33.33
Net proceeds 14 28

See Note 7 to the Financial Statements for additional information.

Common Stock Dividends

In August 2015, PPL declared its increased quarterly common stock dividend, payable October 1, 2015, at 37.75 cents per
share (equivalent to $1.51 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.

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

In May 2015, Moody's upgraded the following ratings with a stable outlook:
e the long-term issuer rating from Baa3 to Baa2 for PPL;
¢ the senior unsecured rating from Baa3 1o Baa2 for PPL Capital Funding; and
¢ the junior subordinated rating from Bal to Baa3 for PPL Capital Funding.

In May 2015, Fitch affirmed and withdrew its ratings for PPL UK Distribution Holdings Limited (formerly known as PPL
WW), WPD (South Wales) and WPD (South West).

In June 2015, S&P upgraded the following ratings with a stable outlook:
e the long-term issuer rating from BBB to A- for PPL;
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¢ the senior unsecured rating from BBB- to BBB+ for PPL Capital Funding; and
s the junior subordinated rating from BB+ to BBB for PPL Capital Funding,

In June 2015, S&P affirmed the short-term issuver ratings for WPD plc, WPD (East Midlands), WPD (West Midlands), WPD
(South Wales) and WPD (South West). S&P also upgraded the following ratings with a stable outlook:
» the long-term issver rating from BBB to A- for WPD ple, WPD (East Midlands), WPD (West Midlands), WPD
{South Wales) and WPD (South West);
» the senior unsecured rating from BBB- to BBB+ for WPD plc; and
o - the senior unsecured rating from BBB to A- for WPD (East Midlands), WPD (West Midlands), WPD (South Wales)
and WPD (South West),

In August 2015, S&P affirmed its ratings with a stable outlook for WPD plc, WPD (East Midlands), WPD (West Midlands),
WPD (Sounth Wales) and WPD (South West).

In QOctober 2015, Moody's and S&P assigned ratings of P-2 and A-2, respectively, to PPL Capital Funding's $600 million
commercial paper program. S&P also assigned a short-term issuer rating of A-2 to PPL.

(PPL and PPL Electric)
In May 2015, Moody's affirmed its ratings and revised its outlook to positive for PPL Electric.

In June 2015, S&P affirmed its commercial paper rating and upgraded the following ratings with a stable outlook for PPL
Electric:

+ the long-term issuer rating from BBB to A-; and
e the senior secured rating from A- to A.

In September 2015, Moody's affirmed its commercial paper rating and upgraded the following ratings with a stable outlook
for PPL Electric:

e the long-term issuer rating from Baal to A3; and
e the senior secured rating from A2 to Al.

In September 2015, Moody's and S&P assigned ratings of Al and A to PPL Electric’s $350 million 4.15% First Mortgage
Bonds due 2045.

(PPL, LKE, LG&E and KU)

In May 2015, Moody's upgraded the following ratings with a stable outlock for LKE:
» the long-term issuver rating from Baa2 to Baal; and
e the senjor unsecured rating from Baa2 to Baal.

In June 2015, S&P affirmed its commercial paper ratings for LG&E and KU. S&P also upgraded the following ratings with
a stable outlook:

s the long-term issuer ratings from BBB to A- for LKE, LG&E and KU;

s the senior secured ratings from A- to A for LG&E and KU; and

e the senior unsecured rating from BBB- to BBB+ for LKE.

In June 2015, S&P upgraded its ratings from AA+ to AAA for KU's 2000 Series A Solid Waste Disposal Facility Revenue
Bonds, KU's 2004 Series A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B
Environmental Facilities Revenue Refunding Bonds and removed them from CreditWatch with positive implications.

In September 2015, Moody's and S&P assigned ratings of Al and A to LG&E's $300 million 3.3% First Mortgage Bonds due

2025, LG&E's $250 million 4.375% First Mortgage Bonds due 2045, KU's $250 million 3.3% First Mortgage Bonds due
2025 and KU's $250 million 4.375% First Mortgage Bonds due 2045.
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Ratings Triggers

(PPL, LKE, LG&E and KU)

Various derivative and non-derivative contracts, including contracts for the sale and purchase of electricity and fuel,
commeodity 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 September 30, 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 Qperations,” 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 assnmptions. 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.

Interest Rate Risk

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 September 30, 2015.

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) 3 792§ [V (12) 2026
Cross-currency swaps (d) 1,262 61 (158) 2028
Ecconomic hedges
Interest rate swaps (¢) 179 (51) (2) 2033
LKE
Economic hedges
Interest rate swaps (e) 179 (51) (2) 2033
LG&E
Economic hedges
Interest rate swaps (e} 179 (51) 2) 2033

(a) Includes accrued interest, if applicable.
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(b) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability. Sensitivities
represent a 10% adverse movement in interest rates, except for cross-currency swaps which also includes a 10% adverse movement in foreign currency
exchange rates.

(¢) Changes in the fair value of such cash flow hedges are recorded in equity or as regulatory assets or regulatory liabilities, if recoverable through
regulated rates, and reclassified into earnings in the same period during which the item being hedged affects eamnings.

(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 earnings 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 on interest expense at September 30, 2015 was
insignificant for PPL, PPL Electric, LKE, LG&E and KU. The estimated impact of a 10% adverse movement in interest rates
on the fair value of debt at September 30, 2015 is shown below.

10% Adverse

Movement
in Rates
PPL $ 685
PPL Electric 129
LKE 185
LG&E 69
KU 105

Foreign Currency Risk (PPL)
PPL. is exposed to foreign currency risk primarily through investments in U.K. affiliates. Under its risk management
program, PPL. may enter into financial instruments to hedge certain foreign currency exposures, including translation risk of

expected earnings, firm commitments, recognized assets or liabilities, anticipated transactions and net investments.

The following foreign currency hedges were outstanding at September 30, 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) £ 134§ 19 % (20) 2016
Economic hedges (c) 1,676 143 (235) 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 risk of expected earnings denominated in GBP,

Commodity Price Risk (Non-trading)

(PPL, LKE, LG&E and KU)

LG&E's and KU's retail electric rates, LG&E's natural gas rates and KU's 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 XU are
subject to commedity 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 Statemnents 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

ppl10q_9-15 Final as Filed.docx Confidential 108



also mitigates its exposure to volumetric risk by entering into full-requirement energy supply contracts for the majority of its
PLR obligations. These supply contracts transfer the volumetric risk asscciated with the PLR obligation to the energy
suppliers.

Credit Risk (All Registrants)

See Notes 13 and 14 to the Financial Staternents 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 fluctuates in relation to the U.S. dollar. Changes in this exchange rate resulted in a
foreign currency translation loss of $101 million for the nine months ended September 30, 2015, which primarily reflected a
$263 million decrease to PP&E and goodwill offset by a decrease of $162 million to net liabilities. Changes in this exchange
rate resulted in a foreign currency translation gain of $75 million for the nine months ended September 30, 2014, which
primarily reflected a $193 million increase to PP&E and goodwill offset by an increase of $118 million to net liabilities. The
impact of foreign currency translation is recorded in AOCI,

Related Party Transactions (All Registrants)

The Registrants are not aware of any material ownership interests or operating responsibility by senior management in
outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with the
Registrants. See Note 11 to the Financial Statements for additional information on related party transactions for PPL
Electric, LKE, LG&E and KU.

Acquisitions, Development and Divestitures

(ANl 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,
modify or terminate the projects. Any resulting transactions may impact future financial results. 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 spinoff of PPL Energy Supply.
Environmental Matters

(All Registrants)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's, LKE's, LG&E's and KU's air
emissions, 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 significant. 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. Increased capital and operating costs are subject to 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.

See Note 10 to the Financial Statements for a discussion of the more significant environmental matters including:
Climate Change,

Waters of the United States,

Coal Combustion Residuals,

Effluent Limitations Guidelines,
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e Mercury and Air Toxics Standards, and
e National Ambient Air Quality Standards.

Additionally, see Note 13 to the Financial Statements and "Item 1. Business - Environmental Matters" in the Registrants'
2014 Form 10-K for additional information on environmental matters.

(PPL, LKE, LG&E and KU)

Coal Combustion Residuals (CCRs)

On October 19, 2013, the EPA's final rule regulating CCRs became effective. In connection with the final CCR rule, LG&E
and KU recorded increases to existing AROs of $57 million and $219 million during the three and nine months ended
September 30, 2015. See Note 16 to the Financial Statements 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.

New Accounting Guidance (All Registrants)

See Notes 2 and 18 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies (Al 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
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PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

ltem 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
Cendition 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 September 30, 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' third 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 nine
months ended September 30, 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 Il. OTHER INFORMATION

Item 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 I, see:

» "Ttem 3. Legal Proceedings” in each Registrant's 2014 Form 10-K; and
» 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, except that as a result of the June 1, 2015 spinoff by PPL of PPL Energy Supply, the risk

factors disclosed under the heading "Risks Related to Supply Segment” at pages 26 through 31 of the Registrants' 2014
Form 10-K are no longer applicable.

ppl10g_9-15 Final as Filed.docx Confidential 111



tem 4. Mine Safety Disclosures

Not applicable.

ltem 5. Other Information

PPL Electric Utilities Corporation

On October 27, 2015, PPL Electric amended and restated its By-laws to provide that the number of directors constituting the
Company's board of directors shall be as determined from time to time by the directors.

ltem 6. Exhibits

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits
has heretofore been filed with the Commission and pursuant to Rule 12(b)-32 are incorporated herein by reference. Exhibits
indicated by a [_] are filed or listed pursuant to Item 601(b)(10)(iii) of Regulation §-K.

*3(a)
4(a)

4(b)

4(c)

*12(a)

*12(b)

*12(c)
*12(d)
*12(e)

Bylaws of PPL Electric Utilities Corporation, effective as of October 27, 2015

Supplemental Indenture No. 4, dated as of September I, 2015, of Louisville Gas and Electric Company
to The Bank of New York Mellon, as Trustee (Exhibit 4(a) to Louisville Gas and Electric Company
Form 8-K Report (File No. 1-2893) dated September 28, 2015)

Supplemental Indenture No. 4, dated as of September I, 2015, of Kentucky Utilities Company to The
Bank of New York Mellon, as Trustee (Exhibit 4(b) to Kentucky Utilities Company Form 8-K Report
(File No. 1-3464) dated September 28, 2015)

Supplemental Indenture No. 17, dated as of October 1, 2015, of PPL Electric Utilities Corporation to
The Bank of New York Mellon, as Trustee (Exhibit 4(a) to PPL Electric Utilities Corporation Form 8-K
Report (File No. 1-905) dated October 1, 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 Ratic of Earnings to Fixed Charges

Certifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended September 30,
2015, filed by the following officers for the following companies:

*31(a)
#31(b)
*31(c)
*#31(d)
*31(e)
*31(D)
*31(g)
*31(h)
*31(i)
*31(j)

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

LLG&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
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Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended September 30,
2015, furnished by the following officers for the following companies:

*32(a) - PPL Corporation's principal executive officer and principal financial officer

*32(b) - PPL Electric Utilities Corporation's principal executive officer and principal financial officer
*32(c) - LG&E and KU Energy LLC's principal executive officer and principal financial officer
*32(d) - Louisville Gas and Electric Company's principal executive officer and principal financial officer
*32(e) - Kentucky Utilities Company's principal executive officer and principal financial officer
101.INS - XBRL Instance Document

101.SCH - XBRL Taxonomy Extension Schema

101.CAL - XBRL Taxonomy Extension Calculation Linkbase

101.DEF - XBRL Taxonomy Extension Definition Linkbase

101.LAB - XBRL Taxonomy Extension Label Linkbase

101.PRE - 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: October 30, 2015 /s/ Stephen K. Breininger
Stephen K. Breininger
Vice President and Controller
{(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date: October 30, 2015 /s/ Stephen K. Breininger
Stephen K. Breininger
Vice President and 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: October 30, 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

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
(Millions of Dollars)

9 Months
Ended
Sep. 30, Years Ended December 31, (a)

2015(a) 2014 2013 2012 2011 2010

Earnings, as defined:
Income from Continuing Operations Before

INCOME TAXES v.vveveecirirrisnsisin s s s sssass s $ 1,630 $ 2,129 § 1,728 § 1406 $§ 922 $ 321
Adjustment to reflect earnings from equity method
investments on a cash basis (b) cvvvevveeverevrrevivcenenen, 2) 34
1,628 2,129 1,728 1,440 922 321
Total fixed charges as below ......cocovvvrecrsrreeesenrennen, 816 1,095 1,096 1,065 1,022 698
Less:
Capitalized INLEIEST .......c.covverrrreccrerenmecsresserenenanns 10 11 11 6 4
Preferred security distributions of subsidiaries
On a pre-tax basis .......occcvrceenenseennnernr s 5 23 21
Interest expense and fixed charges related to
discontinued operations .........cccoeceeeeeevrrrenrecreenenn. 150 186 235 235 231 255
Total fixed charges included in Income from
Continuing Operations Before Income Taxes .......... 656 898 850 819 764 422
Total earnings .........ovnnniiceniiecncen. . 2,284 $ 3027 § 2578 3 2259 § 1,686 § 743
Fixed charges, as defined:
Interest Charges (C} ....oovevererereieivcrcvernessnsnsscessensasees $ 810 $ 1,073 § 1058 $ 1019 § 955 § 637
Estimated interest component of operating rentals ..... 6 22 38 41 44 39

Preferred security distributions of subsidiaries

ON @ Pre-tax baSIS .....eoceeeiiriicniccrrrrsserns e s saeinas 5 23 21
Fixed charges of majority-owned share of 50% or
less-OWNEd PETSOMNS ..oveveevvrerceee e rner e sanssssas s 1
Total fixed charges (d) .....oeeeveereeereeeemrere s $ 816 $ 1,095 § 109 $ 1,065 $ 1022 § 698
Ratio of earnings to fixed charges ........ccovrevveeverrrernenns 2.8 2.8 24 2.1 1.7 1.1
Ratio of earnings to combined fixed charges and
preferred stock dividends (€) ..ocoeveveeeeeeeceerrecrverrenens 2.8 2.8 2.4 2.1 1.7 1.1

(a)  All periods reflect PPL's former Supply segment as Discontinued Operations. See Note 8 10 the Financial Statements for additional information.

(b) 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,

(d) Interest on unrecognized tax henefits is not included in fixed charges.

(e)  PPL, the parent holding company, does not have any preferred stock outstanding; therefore, the ratic of earnings to combined fixed charges and
preferred stock dividends is the same as the ratio of earnings to fixed charges.
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Exhibit 12(b)
PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
{Millions of Dollars)

9 Months
Ended
September
30, Years Ended December 31,
2015 2014 2013 2012 2011 2010

Earnings, as defined:

Income Before Income Taxes .....ouuveererccrinirninieninnnnend 321 § 423 % 317 % 204 § 257 § 192
Total fixed charges as beloW.....couee e 103 131 117 107 105 102
Total CAMNINES .vvvevrrerererrrrnerernesnreresmnsessesnersesessennans $ 424 § 554 % 434 § 311 § 362 3 294
Fixed charges, as defined:
Interest charges (A)......cvvvrvvrrvrrenrrmesreremssreeseesreenrasens $ 100 $ 127 % 113 § 104 § 102 % 101
Estimated interest component of operating rentals...... 3 4 4 3 3 1
Total fixed charges (b} .....covveerererrnncrceereeeseensnnnan, $ 103 3 131 $ 1178 107 § 105 8 102
Ratio of earnings to fixed charges .......ccveevererereeesnrennns 4.1 4.2 3.7 2.9 3.4 2.9
Preferred stock dividend requirements on a pre-tax
BASIS ... rors ot st ana s s $ 6 3 21 $ 23
Fixed charges, a8 aboVe ....cccccercece v, $ 103 § 131 & 117 107 105 102
Total fixed charges and preferred stock dividends .....$ 103 § 131 $ 117§ 113§ 126 $§ 125
Ratio of earnings to combined fixed charges and
preferred stock dividends .......ccoeeveincniincnincrieie e 4.1 4.2 3.7 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
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Exhibit 12(c)

(Millions of Dollars)
Predeces-
Successor (a) sor (b)
9 Months Year Year Year Year 2 Months |10 Months
Ended Ended Ended Ended Ended Ended Ended
Sep.30, 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......ocurvverererereereviornnns $ 491 % 5538 551 % 331 3 419 § 70 1% 300
Adjustment to reflect earnings from
equity method investments on a cash
Dasis (€) cvovinersirerr e e 2) (1) (1 33 (N )
Mark to market impact of derivative
INSIIUMENTS .vevvecece e sereeesesses s ssns s essecasstenes 2 (20)
489 552 550 364 418 72 276
Total fixed charges as below........ccvreverrrnne. 134 173 151 157 153 25 158
Total earnings........ccceevercereerensnerssssnsesaeas $ 623 % 725% 01 %8 5218 571 % 97 |$ 434
Fixed charges, as defined:
Interest charges (d) (€) .oveeveeveeerrerrerrereenas $ 128 % 167 $ 145 $ 151 % 147 § 24 1% 153
Estimated interest component of
operating rentals ........cccvveeeeenennneernnnnnns 6 6 6 6 6 1 5
Total fixed charges..........cccervrvrvrvenerenn $ 134 3% 173 % 151 § 157 § 153 % 25 [$ 158
Ratio of earnings to fixed charges .................. 4.6 4.2 4.6 3.3 3.7 39 2.7

(a) Post-acquisition activity covering the time period afier October 31, 2010.
(b) Pre-acquisition activity covering the time period prior to November 1, 2010.
() 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 loss on reacquired debt and amortization of debt discount, expense and

premium - net.
(e) Includes a credit for amortization of a fair market value adjustment of $7 million 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)
9 Months  Year Year Year Year 2 Months | 10 Months
Ended Ended Ended Ended Ended Ended Ended
Sep. 30, 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 ....ccococveenses $ 237 % 272 % 257 % 192 % 195 % 29 |$ 167
Mark to market impact of derivative
INSHUMENLS c.veeceneiineiinesseareeersererireresesvenans 1 (20)
237 272 257 192 195 30 147
Total fixed charges as below.......cccveeeervae 42 51 36 44 46 8 40
Total earmings.....ccvrverrerverreriereesererarerenns $ 279 $ 323 % 293 § 236 § 241§ 38 1% 187
Fixed charges, as defined:
Interest charges (C) (d) ceoeemeeeeeeeecererernns $ 39 % 49 3 4 3 42 § 44 3 8 1% 38
Estimated interest component of
operating rentals..........ccceecerererieereneeeennns 3 2 2 2 2 2
Total fixed charges.........cocouerrveemrencerencs $ 42 $ 51 § 36 % 4 % 46 $ 8 |$ 40
Ratio of earnings fixed charges.........ccoruevenanas 6.6 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.
(¢} Includes interest on long-term and short-term debt, as well as amortization of loss on reacquired debt and 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.
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Exhibit 12(e)
KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions of Dollars)

Predeces-
Successor (a) sor (b)

9 Months  Year Year Year Year 2 Months |10 Months
Ended Ended Ended Ended Ended Ended Ended
Sep. 30, 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..................... $ 304 % 355 % 360 § 215 % 282 % 55 |% 218
Adjustment to reflect earnings from

equity method investments on a cash

[0 E T () (2) (1) (1 33 (0 {4)
302 354 359 248 281 55 214
Total fixed charges as below...................... 61 80 73 72 73 11 71
Total earnings .......cocecevvrviniiiscennn § 363 § 434§ 432 8§ 3203 354 $ 66 | % 285
Fixed charges, as defined:
Interest charges (d)......ooevcveervecnnneenerernensmnas $ 58 % 77 $ 70 § 69 § 70 % 10 % 69
Estimated interest component of
OPErating rentals... ..o ueceverseersesesserreneeneeens 3 3 3 3 3 1 2
Total fixed charges........oeeeceereevsueennnns $ 61 $ 80 § 73 8 72 $ 73 $ 11 |$ 71
Ratio of earnings to fixed charges ......cc.o..... 6.0 54 59 44 4.8 6.0 4.0

(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 other-than-temporary impairment loss of $25 million in 2012,

(d) Includes interest on ong-term and short-term debt, as well as amertization of loss on reacquired debt and amortization of debt discount, expense and
premium - net.
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Exhibit 31(a)

CERTIFICATION

I, WILLIAM H. SPENCE, certify that:

1.

I have reviewed this quarterly report on Form 10-Q of PPL Cerporation (the "registrant");

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors {or persons
performing the 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: October 30, 2015 /s/ William H. Spence

William H. Spence

Chairman, President and Chief Executive Officer
(Principal Executive Officer)

PPL Corporation
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Exhibit 31(b)

CERTIFICATION

I, VINCENT SORGI, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of PPL Corporation (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
precedures (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 oceurred 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: October 30, 2015 s/ Vincent Sorgi

Vincent Sorgi

Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

PPL Corporation
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Exhibit 31(¢)
CERTIFICATION

I, GREGORY N. DUDKIN, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant”);

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4.  The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

5. The registrant's other certifying officer and I have disclosed, based on cur 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
reperting 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: October 30, 2015 fs! Gregory N. Dudkin

Gregory N. Dudkin

President

(Principal Executive Officer)
PPL Electric Utilities Corporation
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Exhibit 31(d)

CERTIFICATION

I, STEPHEN K. BREININGER, certify that:

1.  Ihave 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 firancial 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: October 30, 2015 /s/ Stephen K. Breininger

Stephen K. Breininger

Vice President and Controller

(Principal Financial Officer and Principal Accounting
Officer)

PPL Electric Utilities Corporation
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Exhibit 31(e)

CERTIFICATION

I, VICTOR A. STAFFIERI, 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 material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢. Evaluated the effectiveness of the registrants 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 contro] 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: October 30, 2015 s/ Victor A. Staffieri

Victor A, Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)

LG&E and KU Energy LLC
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Exhibit 31(f)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1.

I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant™);

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and 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 disclesure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information reiating 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: October 30, 2015 l /s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)

LG&E and KU Energy LLLC
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Exhibit 31(g)

CERTIFICATION

I, VICTOR A. STAFFIER], certify that:

1.  Ihave 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 inclunded 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(¢)) 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: October 30, 2015 Is/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer}

Louisville Gas and Electric Company
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Exhibit 31(h)

CERTIFICATION

I, KENT W. BLAKE, certify that:
1. Ihave reviewed 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 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. 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: Qctober 30, 2015 fs/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting
Officer)
Louisville Gas and Electric Company

ppl10g_9-15 Final as Filed.docx Confidential 127



Exhibit 31(1)

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that:

1.  Ihave reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant™);

2. Based on my knowledge, this report does not contain any untrue 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 firancial 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: October 30, 2015 fs/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and
President

(Principal Executive Officer)

Kentucky Utilities Company
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Exhibit 31(j)

CERTIFICATION

I, KENT W. BLAKE, certify that:

1.

I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant”);

2. Based on my knowledge, this report does not contain any untrie 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 staterments, 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()) 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 cthers 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: October 30, 2015 fs/ Kept W, Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)

Kentucky Utilities Company
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Exhibit 32(a)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2015

In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended
September 30, 2015, 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, pursnant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
hereby certify that:

o The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

o The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: October 30, 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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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
SEPTEMBER 30, 2015

In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the
guarter ended September 30, 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, Ir., the Principal
Financial Officer and Principal Accounting Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

e The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

» The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Pate: October 30, 2015 {s/ Gregory N. Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

/s/ Stephen K. Breininger

Stephen K. Breininger

Vice President and 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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Exhibit 32(c)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
P AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
! FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2015

In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the
quarter ended September 30, 20135, 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

e The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date:; QOctober 30, 2015

/s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)

LG&E and KU Energy LLC

Is/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy LLC

A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED
SEPTEMBER 30, 2015

In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company™) for
the quarter ended September 30, 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;

e The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

o The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: October 30, 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(¢)
" CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 30, 2015

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the
quarter ended September 30, 20135, as filed with the Securities and Exchange Commission on the date hereof (the "Covered
Report"), we, Victor A. Staffieri, the Principal Executive Officer of the Company, and Kent W, Blake, the Principal Financial

Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002, hereby certify that:

¢ The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

« The information contained in the Covered Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

Date: October 30, 2015 /s Victor A. Staffieri
Victor A. Staffieri

Chairman of the Board, Chief Executive Officer and President
(Principal Executive Officer)
Kentucky Utilities Company

/s!/ Kent W. Blake
Kent W. Blake
Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company

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-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d} OF THE SECURITIES EXCHANGE ACT OF 1934
for the fiscal year ended December 31, 2015

OR

[ 1 TRANSITION REPORT PURSUANT TOQ 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

1-2893

[-3464

ppli0k-2015 Final as Filed.docx

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, Kentucky 40202-1377

(502) 627-2000

Louisville Gas and Electric Company

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

220 West Main Street

Louisville, Kentucky 40202-1377

(502) 627-2000

Kentucky Utilities Company

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

One Quality Street

Lexington, Kentucky 40507-1462

(502) 627-2000

IRS Employer

Identification No.

23-2758192

23-09595%0

20-0523163

61-0264150

61-0247570



Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock of PPL Corporation New York Stock Exchange
Junior Subordinated Notes of PPL Capital Funding, Inc.

2007 Series A due 2067 New York Stock Exchange

2013 Series B due 2073 New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
Common Stock of PPL Electric Utilities Corporation

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

PPL Corporation Yes X No_
PPL Electric Utilities Corporation Yes No X
LG&E and KU Energy LL.C Yes No X
Louisville Gas and Electric Company Yes No X
Kentucky Utilities Company Yes No X

Indicate by check mark if the registrants are not required to file reports pursuant to Section 13 or Section 15(d) of the Act.

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

Indicate by check 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 LL.C Yes X No_
Louisville Gas and Electric Company Yes X No___
Kentucky Utilities Company Yes X No___
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and
will not be contained, to the best of registrants' knowledge, in definitive proxy or information statements incorporated by
reference in Part III of this Form 10-K or any amendment to this Form 10-K.

PPL Corporation

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

P P PR

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

Large accelerated Accelerated  Non-accelerated  Smaller reporting

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

As of June 30, 2015, PPL Corporation had 669,514,249 shares of its $0.01 par value Common Stock outstanding. The
aggregate market value of these common shares (based upon the closing price of these shares on the New York Stock
Exchange on that date) held by non-affiliates was $19,730,584,918. As of Janunary 31, 2016, PPL Corporation had
675,190,188 shares of its $0.0] par value Common Stock outstanding,

As of January 31, 2016, PPL Corporation held all 66,368,056 outstanding common shares, no par value, of PPL Electric
Utilities Corporation.

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

As of January 31, 2016, LG&E and KU Energy LLC held all 21,294,223 outstanding common shares, no par value, of
Louisville Gas and Electric Company. ’

As of Janvary 31, 2016, LG&E and KU Energy LLC held all 37,817,878 outstanding common shares, no par value, of
Kentucky Utilities Company.

PPL Electric Utilitiecs Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky
Utilities Company meet the conditions set forth in General Instructions (I)(1)(a) and (b) of Form 10-K and are
therefore filing this form with the reduced disclosure format.

Documents incorporated by reference:

PPL Corporation has incorporated herein by reference certain sections of PPL Corporation's 2016 Notice of Annual Meeting
and Proxy Statement, which will be filed with the Securities and Exchange Commission not later than 120 days after
December 31, 20135. Such Statements will provide the information required by Part III of this Report.
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This combined Form 10-K 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 LL.C, Louisville Gas and Electric Company and Kentucky Utilities Company are references to such
entities directly or to ane or more of their subsidiaries, as the case may be, the financial results of which subsidiaries are
consolidated into such Registrants' financial statements 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 reguiated 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 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 facilities management 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 administrative, management and support
services to PPL and its subsidiaries.

PPL WEM Limited - also referred to as PPL. WEM is an indirect UK subsidiary of PPL Global which during a
reorganization in October 2014 transferred WPD (East Midlands) and WPD (West Midlands) to a subsidiary of WPD plc.

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. Following a reorganization in October 2015, PPL WPD Limited is now
parent to WPD plc having previously been a sister company.

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

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

WPD - refers to PPL WPD Limited and its subsidiaries.

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

WPD plc - Western Power Distribution ple, formerly known as Western Power Distribution Limited, a direct U.K.

subsidiary of PPL WPD Limited. Its principal indirectly owned subsidiaries are WPD (East Midlands), WPD (South Wales),
WPD (South West) and WPD (West Midlands).
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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,

2001 Mortgage Indenture - PPL Electric's Indenture, dated as of August 1, 2001, to the Bank of New York Mellon (as
successor to JPMorgan Chase Bank), as trustee, as supplemented.,

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

2010 Purchase Contraci(s) - a contract that is a component of a 2010 Equity Unit requiring holders to purchase shares of
PPL common stock on or prior to July 1, 2013,

2011 Equity Unit(s) - a PPL equity unit, issued in April 2011, consisting of a 2011 Purchase Contract and, initially, a 5.0%

undivided beneficial ownership interest in $1,000 principal amount of PPL Capital Funding 4.32% Junior Subordinated
Notes due 2019.

2011 Purchase Confraci(s) - a contract that is a component of a 2011 Equity Unit requiring holders to purchase shares of
PPL commen stock on or prior to May 1, 2014.

401(h) account(s) - A sub account established within a qualified pension trust to provide for the payment of retiree
medical costs.

Act 11 - Act 11 of 2012 that became effective on April 16, 2012, The Pennsylvania legislation anthorizes 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.
ARQO - asset retirement obligation.

ATM Program - At-the-Market stock offering program,
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BSER - Best System of Emission Reduction. The degree of emission reduction that EPA determines has been adequately
demonstrated when taking into account the cost of achieving such reduction and any non-air quality health and environmental
impact and energy requirements.

Cane Run Unit 7 - a natural gas combined-cycle generating unit in Kentucky, jointly owned by LG&E and KU, with a
capacity of 642 MW (141 MW and 501 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.

DDCP - Directors Deferred Compensation Plan.

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

DNO - Distribution Network Operator in the UK.
DOJ - U.S. Department of Justice.

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

DPCRS - 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.

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.

DUoS - Distribution Use of System. This forms the majority of WPD's revenues and is the charge to electricity suppliers
who are WPD's customers and use WPD's network to distribute electricity.

Earnings from Ongoing Operations - A non-GAAP financial measure of earnings adjusted for the impact of special

items and used in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations” (MD&A). See "Non-GAAP Financial Measures"” within the MD&A for additional details,
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EBPB - Employee Benefit Plan Board. The administrator of PPL's U.S. qualified retirement plans, which is charged with
the fiduciary responsibility to oversee and manage those plans and the investments associated with those plans.

ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278.183, Kentucky electric utilities are entitled
to the current recovery of costs of complying with the Clean Air Act, as amended, and those federal, state or local
environmental requirements that apply to coal combustion wastes and by-products from the production of energy from coal.
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} - refers collectively to the 2011 and 2010 Equity Units.

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

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

GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.

GHG - greenhouse gas(es).

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

Gross Margins - A non-GAAP financial measure of performance used in "Item 7. Combined Management's Discussion
and Analysis of Financial Condition and Results of Operations” (MD&A). Sce "Non-GAAP Financial Measures" within the
MD&A, for additional details,

GWh - gigawatt-hour, one million kilowatt hours.

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.

IBEW - International Brotherhood of Electrical Workers.

ICP - The PPL Incentive Compensation Plan. This plan provides for incentive compensation to PPL's executive officers and
certain other senior executives. New awards under the ICP were suspended in 2012 upon adoption of the 2012 PPL Stock
Incentive Plan.

ICPKE - The PPL Incentive Compensation Plan for Key Employees. The ICPKE provides for incentive éompensation to
certain employees below the level of senior executive,

#f-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.
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KU 2010 Mortgage Indenture - KU's Indentore, dated as of October 1, 2010, to The Bank of New York Mellon, as
supplemented.

KV - kilovolt.

kVA - kilovolt ampere.

kWh - kilowatt hour, basic unit of electrical energy.
LCIDA - Lehigh County Industrial Development Authority.

LG&E 2010 Mortgage Indenture - LG&E's Indenture, dated as of October 1, 2010, to The Bank of New York Mellon, as
supplemented.

LIBOR - London Interbank Offered Rate.

LTHP - Long Term Infrastructure Improvement Plan. A plan that must be approved by the PUC prior to requesting the DSIC
mechanism. The plan must include identification of the types and age of property for which the company is requesting
recovery, a schedule of replacement, general description of location and quantity, projected annual expenditures and the
manner in which replacement will ensure and maintain adequate, efficient, safe, reliable and reasonable service.

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

filiBtu - One million British Thermal Units.

MOD - A mechanism applied in the U.K. to adjust allowed base demand revenue in future periods for differences in prior
periods between actual values and those in the agreed business plan,

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.

NorthWestermn - 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.

NSR - The new source review provisions of the Clean Air Act that impose stringent emission control requirements on new
and modified sources of air emissions that result in emission increases beyond thresholds allowed by the Clean Air Act.

OCI - other comprehensive income or loss.

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

PEDFA - Pennsylvania Economic Development Financing Authority.

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.

PPL EnergyPlus - prior to the June 1, 2015 spinoff of PPL Energy Supply, PPL EnergyPlus, LLC, 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.

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

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

RAV - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or
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 DPCR5 in April 2010, RAV additions have been based on a percentage of annual total expenditures which have continued
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.

RECs - Renewable Energy Credits.

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

projects assigned to them by the PJM Board.

Regulation S-X - SEC regulation governing the form and content of and requirements for financia! 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.

RIO-ED1 - RIIO represents "Revenues = Incentive + Innovation + Outputs.” RIIQO-EDI refers to the initial eight-year rate
review period applicable to WPD which commenced April 1, 2015,
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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 - RIS Generation Holdings I.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 spinoff of a newly formed parent of PPL Energy Supply.

RPI - Retail Price Index, is a measure of inflation in the United Kingdom published monthly by the Office for National
Statistics.

SCRs - selective catalytic reduction, a pollution control process for the removal of nitrogen oxide from exhaust gas.
SIP - PPL Corporation's 2012 Stock Incentive Plan.
S&P - Standard & Poor's Ratings Services, a credit rating agency.

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

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

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

SERC - SERC 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 technolfogy - 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.

Talen Energy Marketing - PPL. EnergyPlus' new name subsequent to the spinoff of PPL Energy Supply.

Total shareowner return - 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 periced.

Totex (total expenditures) - Totex generally consists of all the expenditures relating to WPD's regulated activities with
the exception of certain specified expenditure items (Ofgem fees, National Grid transmission charges, property and corporate
income taxes, pension deficit funding and cost of capital). The annual net additions to RAYV are calculated as a percentage of
Totex. Totex can be viewed as the aggregate net network investment, net network operating costs and indirect costs, less any
cash proceeds from the sale of assets and scrap.

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

Treasury Stock Method - a method applied to calculate diluted EPS 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.
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TRU - 2 mechanism applied in the U.K. to true-up inflation estimates used in determining base demand revenue.

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

Volumetric risk - the risk that the actual load volumes provided under full-requirement sales contracts could vary
significantly 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 Annual Report 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
"Item 1A. Risk Factors" and in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations" in this Annual Report, the following are among the important factors that could cause actual results to
differ materially from the forward-looking statements.
» challenges by intervenors to the return on equity granted in existing rate structures;
» fuel supply, cost and availability;
e continving ability to recover fuel costs and environmental expenditures in a timely manner at LG&E and KU, and natural
gas supply costs at LG&E;
weather conditions affecting generation, transmission and distribution operations and customer energy use;
availability and operating costs of existing generation facilities;
the duration of and cost associated with scheduled and unscheduled outages at our generating facilities;
generation, transmission and distribution system conditions and operating costs;
expansion of alternative and distributed sources of electricity generation and storage;
collective labor bargaining negotiations;
laws or regulations to reduce emissions of "greenhouse" gases or the physical effects of climate change;
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 programs, including foreign currency and interest rate hedging;
our ability to attract and retain qualified employees;
volatility in demand for electricity;
market prices of commodity inputs for ongoing capital expenditures or key operational needs;
capital market conditions, including the availability of capital or credit, changes in interest rates and certain economic
indices, and decisions regarding capital structure;
stock price performance of PPL;
» defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;
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;
the effect of changes in RPI on WPD's revenues;
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 achievement of performance targets set by regulators;
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;
[
L]

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.
New factors that could cause actual results to differ materially from those described in forward-looking statements emerge
from time to time, and it is not possible for the Registrants to predict all such factors, or the extent to which any such factor
or combination of factors may cause actual results to differ from those contained in any forward-looking statement. Any
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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 |

ITEM 1. BUSINESS

General
(All Registrants)

PPL Corporation, headquartered in Allentown, Pennsylvania, is a utility holding company that was incorporated in 1994,
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 "Spinoff of PPL Energy Supply” below for more information.

PPL's principal subsidiaries at December 31, 2015 are shown below (* denotes a Registrant).

PPL Corporation*
PPL Capital Funding
& Provides finanging for the
operations of PPL and
certain subsidiaries
| |
PPL Global LKE* PPL Electric*
® Engages in the regulated ® Engages In the regulated
distribution of electricity in transmission and distribution
the UK. of electricity In Pennsylvania

1
LG&E*

& Engages in the regulated
generation, transmission,
distribution and sale of
electricity and distribution and
sale of natural gas in Kentucky

|
KU*
® Engages in the regulated
generation, transmission,
distribution and sale of
electricity, primarily in
Kentucky

UK. Kentucky Pennsylvania
Regulated Segment Regulated Segment Reguilated Segment

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

PPL Electric Utilities Corporation, headquartered in Allentown, Pennsylvania, is a direct wholly owned subsidiary of PPL
incorporated in Pennsylvania in 1920 and a regulated public utility that is an electricity transmission and distribution service
provider in eastern and central Pennsylvania. PPL Electric is subject to regulation as a public utility by the PUC, and certain
of its transmission activities are subject to the jurisdiction of the 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.

LG&E and KU Energy LLC, headqnartered 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 separate corporate identities and serve customers
in Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name and in
Tennessee under the KU name. LKE, formed in 2003, is the successor to a Kentucky entity incorporated in 1989.

Louisville Gas and Electric Company, headquartered in Louisville, Kentucky, is 2 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. LG&E was incorporated in 1913.
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Kentucky Utilities Company, 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 Kentncky, 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. KU was incorporated
in Kentucky in 1912 and in Virginia in 1991,

(PPL)

Spinoff of PPL Energy Supply

In recognition of the changes in recent years in the wholesale power markets, PPL performed an in-depth analysis of its
business mix to determine the best available opportunities to maximize the value to shareowners of its competitive generation
business. As a result, 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, RIS Power was contributed by its
owners to become a subsidiary of Talen Energy. PPL's 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).

See Note 8 to the Financial Statements for additional information.

Acquisitions

On April 1, 2011, PPL, through an indirect, wholly owned subsidiary, PPL. WEM Limited, acquired all of the outstanding
ordinary share capital of Central Networks East plc and Central Networks Limited, the sole owner of Central Networks West
ple, together with certain other related assets and liabilities (collectively referred to as Central Networks and subsequently
defined herein as WPD Midlands), from subsidiaries of E.ON AG. WPD Midlands operates two regulated distribution
networks in the Midlands area of England and is included in the U.K. Regulated segment.

Segment Information

(PPL)

PPL is organized into three reportable segments as depicted in the chart above: UK. Regulated, Kentucky Regulated, and
Pennsylvania Regulated. The U.K. Regulated segment has no related Subsidiary Registrants. PPL's other reportable
segments primarily reflect the activities 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. As a result of the June 1, 2015 spinoff of PPL Energy Supply, PPL no longer has a Supply segment.
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A comparison of PPL's three regulated segments is shown below:

Kentucky Pennsylvania
U.K. Regulated Regulated Regulated

For the year ended December 31, 2015:

Operating Revenues (in billions) 5 24 % il § 2.1

Net Income (in millions) $ 1,121 % 326 3§ 252

Electricity delivered (GWh) 75,907 30,314 36,984
At December 31, 2015:

Regulatory Asset Base (in billions) () 8 97 % 87 % 5.2

Service area (in square miles) 21,600 9,400 10,000

End-users (in millions) 7.8 1.3 1.4

{a) Represents RAV for UK. Regulated, capitalization for Kentucky Regulated and rate base for Pennsylvania Regulated,
See Note 2 to the Financial Statements for additional financial information about the segments,
(PPL Electric, LKE, LG&E and KU)

PPL Electric has two operating segments that are aggregated into a single reportable segment. LKE, LG&E and KU each
operate within a single operating segment.

o U.K Regulated Segment (PPL)

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.

WPD, through indirect wholly owned subsidiaries, operates four of the 15 regulated distribution networks providing
electricity service in the U.K. The number of network customers (end-users) served by WPD totals 7.8 million across 21,600
square miles in south Wales and southwest and central England.

Revenues for the years ended December 31 are shown below,

2015 2014 2013
QOperating Revenues $ 2410 % 2,621 % 2,403

The majority of WPD's operating revenue is known as DUoS and is generated by providing regulated electricity distribution
services to licensed third party energy suppliers who pay WPD for the use of WPD's distribution network to transfer
electricity to the suppliers’ customers, the end-users. Throughout the following discussion, the use of the term "customers"
refers to the end-users of WPD's regulated distribution networks,

Franchise and Licenses

The operations of WPD's principal subsidiaries, WPD (South West), WPD (South Wales), WPD (East Midlands) and WPD
(West Midlands), are regulated by Ofgem under the direction of the Gas and Electricity Markets Authority. The Electricity
Act 1989 provides the fundamental framework of electricity companies and established licenses that require each of the
DNOs to develop, maintain and operate efficient distribution networks. WPD operates under a regulatory year that begins
April 1 and ends March 31 of each year.

WPD is authorized by Ofgem to provide electricity distribution services within its concession areas and service territories,
subject to certain conditions and obligations. For instance, WPD is subject to Ofgem regulation with respect to the regulated
revenue it can earn and the quality of service it must provide, and WPD can be fined or have its licenses revoked if it does not
meet the mandated standard of service.

Ofgem has formal powers to propose modifications to each distribution license. In January 2014, Ofgem and WPD agreed to
a reduction of £5 per residential end-user in the 2014/15 regulatory year to be recovered in the 2016/2017 regulatory year.
See "ltem 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations - Overview
- Distribution Revenue Reduction” for additional information. Ofgem has made license changes as part of the RIIO-ED1
process discussed below.
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Competition

Although WPD operates in non-exclusive concession areas in the UK., it currently faces little competition with respect to
end-users connected to its network. WPD's four distribution businesses are, therefore, regulated monopolies which operate
under regulatory price controls.

Revenue and Regulation

Ofgem has adopted a price control mechanism that establishes the amount of base demand revenue WPD can earn, subject to
certain true-ups, and provides for an increase or reduction in revenues based on incentives or penalties for exceeding or
underperforming relative to pre-established targets. WPD's allowed revenue primarily includes base demand revenue,
incentive adjustments, adjustments for over or under-recovery and adjustments related to the DPCR4 line loss close out.

WPD is currently operating under the eight-year price control period of RIIQ-ED1, which commenced on April 1, 2015.
The RIIO framework is intended to:

encourage DNOs to deliver safe, reliable and sustainable network service at long-term value to customers;
enable DNOs to finance the required investment in a timely and efficient way;

remunerate DNOs according to their delivery for customers;

increase emphasis on outputs and incentives;

enhance stakeholder engagement including network customers;

provide a stronger incentive framework to encourage more efficient investment and innovation; and
replace the current Low Carbon Network Fund to continue to stimulate innovation.

Additionally, from a financial perspective the RIIQ framework:

regulates revenues for the DNOs in real terms using 2012/2013 prices;

inflates RAV (therefore allowed revenues) and other revenue components using the RPI since March 31, 2013;
splits the recovery of Totex between immediate recovery {called "fast pot") and deferred recovery as an addition to
the RAV (called "slow pot");

provides DNOs with a pass-through for costs the DNOs have no control over (i.e., Ofgem fees, National Grid
transmission charges, property taxes and corporate income taxes);

extends the recovery pericd of depreciation of RAV additions after April 1, 2015 from a 20 year life as used under
DPCRS to 45 years, with a transitional arrangement that will gradually increase the asset life for new additions over
the price control period resulting in an average life of approximately 35 years for RAV additions during RIIO-ED1.
The RAV as of March 31, 2015 will continue to be depreciated over 20 years, The asset lives used to determine
depreciation expense for U.S. GAAP purposes are not the same as those used for the depreciation of the RAV in
setting revenues, and as such vary by asset type and are based on the expected useful lives of the assets;

provides the DNOs the ability to be fast-tracked through the regulatory approval process, providing a fast-track
incentive of 2.5% of Totex during the 8-year price control period for successful DNOs; and

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

The key components of WPD's four RIIO-ED! business plans accepted by Ofgem are:

all four DNO business plans were accepted for fast-track status (fast-track incentive is worth approximately $43
million annually for WPD assuming a $1.60/£ foreign currency exchange rate);

WPD received a higher level of cost savings retention, which was established at 70% for WPD compared to
approximately 55% for slow-tracked DNOs; _

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

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

a Totex split of 80% slow pot and 20% fast pot;

recovery of approximately 80% of pension deficit funding for certain of WPE's defined benefit pension plans; and
incentive targets that are significantly more stringent than those set under DPCRS, thus reducing the expected
incentive revenues WPD can earn in RIIO-ED1 compared to DPCRS.

WPD's combined business plans include funding for total expend-itures of approximately $20.4 billion over the eight-year
period (assuming a $1.60/£ foreign currency exchange rate), broken down as follows:
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Totex - $13.5 billion ($10.8 billion additions to RAV; $2.7 billion fast pot);

Pension deficit funding - $2.0 billion;

Cost of debt recovery - $1.6 billion;

Property taxes, Ofgem fees and National Grid transmissions charges - $2.6 billion; and
Corporate income taxes recovery - $700 million.

The U.K. regulatory structure is an incentive-based structure in contrast to the typical U.S. regulatory structure which

operates on a cost-recovery model. The base demand revenue that a DNO can earn in each year of the current price control

period is the sum of:
e  areturn on capital from RAV;

a return of capital from RAV (i.e. depreciation);

the fast pot recovery,

pension deficit funding;

an allowance for cash taxes paid less a potential reduction for tax benefits from excess leverage if a DNO is levered

more than 65% Debt/RAV;

certain pass-through costs over which the DNO has no control;

» certain legacy price control adjustments from preceding price control periods, including the information quality
incentive (also known as the rolling RAV incentive);

e fast track incentive - as WPD's four DNOs were fast-tracked through the price control review process for RIIQ-EDI,
their base demand revenue also includes the fast-track incentive discussed above;

e profiling adjustments - these adjustments do not affect the total base demand revenue in real terms over the eight-
year price control period, but change the year in which the revenue is earned;

¢ adjustments from the Annual Iteration Process (AIP), discussed further below; and
adjustments for inflation true-ups, discussed further below.

In addition to base demand revenue, WPD's allowed revenue primarily includes:
» anincrease or reduction in revenues based on incentives or penalties for actual performance against pre-established
targets;
e adjustments for over- or under-recovery of allowed revenue; and
e areduction in revenue related to the DPCR4 line loss close out.

During DPCRS, the prior price control review period, WPD's total base demand revenue for the five-year period was profiled
in @ manner that resulied in a weighted-average increase of about 5.5% per year for all four DNOs. In the first year of RIIO-
ED1, base demand revenue decreased by about 11.8% primarily due to a change in the profiling approach and a lower
weighted-average cost of capital. For each regulatory year thereafter for the remainder of RIIO-ED1, base demand revenue
will increase by approximately 1% per annum before inflation,

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

Base Demand Revenue True-up Mechanisms
Unlike prior price control reviews, base demand revenue under RIIO-ED1 will be adjusted during the price control period.
The most significant of those adjustments are:

» Inflation True-Up - The base demand revenue for the RIIO-ED] period was set in 2012/13 prices. Therefore an
inflation factor as determined by forecasted RPI, provided by HM Treasury, is applied to base demand revenue.
Forecasted RPI is trued up to actuals and affects future base demand revenue two regulatory years later. This
revenue change is called the "TRU" adjustment. The projected TRU for the 2015/16 regulatory year is a $45 million
reduction to revenue and will reduce base demand revenue in calendar years 2017 and 2018 by $30 million and $15
million, respectively.

*  Annual Iteration Process - The RIIO-ED1 price control period also includes an Annual Iteration Process (AIP). This
will allow future base demand revenues agreed with the regulator as part of the price control review to be updated
during the price control period for financial adjustments including tax, pensions and cost of debt, legacy price
control adjustments from preceding price control periods and adjustments relating to actual and allowed total
expenditure together with the Totex Incentive Mechanism (TIM). Under the TIM, WPD's DNOs are able to retain
70% of any amounts not spent against the RIIQ-ED1 plan and bear 70% of any over-spends. The AIP calculates an
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incremental change to base demand revenue, known as the "MOD" adjustment. The MOD provided by Ofgem in
November 2016 will include the TIM for the 2015/16 regulatory year as well as the cost of debt calculation based on
the 10-year trailing average to October 2016, This projected MOD of $11 million will reduce base demand revenue
for calendar years 2017 and 2018 by $5 million and $6 million, respectively.

As both MOD and TRU are changes to future base demand revenues as determined by Ofgem, under applicable GAAP,
liabilities for these adjustments have not been recorded. PPL's projected earnings per share growth rate through 2017
includes both the estimated TRU for regulatory year 2015/16 and MOD.

Allowed Revenue Components
In addition to base demand revenue, certain other items are added or subtracted to arrive at allowed revenue. The most
significant of these are discussed below.

Incentives - Ofgem has established incentive mechanisms to provide significant opportunities to enhance overall returns by
improving network efficiency, reliability and customer service. Some of the more significant incentive mechanisms which
may affect allowed revenue include:

s Interruptions Incentive Scheme (IIS) - This incentive has two major components: (1) Customer interruptions (CIs) and
(2) Customer minutes lost (CMLs), and both are designed to incentivize the DNOs to invest and operate their networks
to manage and reduce both the frequency and duration of power outages. The IIS target under RIIQ-ED1 is divided into
interruptions caused by planned and unplanned work. The target for planned work will be calculated as the annual
average level of planned interruptions and minutes lost over a previous three year period. The target for unplanned
interruptions for the first year of RIIO-ED1 is specified in the DNOs license and targets for both the Cls and CMLs
become more demanding each year.

s In addition to the 1IS, the broad measure of customer service is enhanced in RIIO-ED1. This broad measure

encompasses:

e  customer satisfaction in supply interruptions, connections and general inquiries;
e  complaints;

e stakeholder engagement; and

e delivery of social obligations.

The following table shows the amount of incentive revenue, primarily from IIS, which WPD has earned during DPCR5:

Incentive Earned Regulatory Year Ended Incentive
Regulatory Year Ended (in millions) Included in Revenue
March 2011 $ 30 March 2013
March 2012 83 March 2014
March 2013 104 March 2015
March 2014 125 March 2016
March 2015 136 March 2017

Based on applicable GAAP, incentive revenues are not recorded as assets and are included in revenues when they are billed
to customers.

DPCR4 Line Loss Adjustment

For regulatory years 2015/16 through 2018/19 allowed revenue will also be reduced to reflect Ofgem's final decision on the
DPCR4 line loss incentives and penalties mechanism. WPD has a liability recorded related to this future revenue reduction
and, therefore, this will not impact future earnings. See Note 6 to the Financial Statements for additional information.

Correction Factor

During the price control period, WPD's revenue is decoupled from volume and WPD sets its tariffs to recover allowed

" revenue. However, in any fiscal period, WPD's revenue could be negatively affected if its tariffs and the volume delivered do
not fully recover the allowed revenue for a particular period. Conversely, WPD could also over-recover revenue. Over and
under-recoveries are subtracted from or added to allowed revenue in future years, known as the "Correction Factor" or "K-
factor.” Over and under-recovered amounts arising from 2014/15 onwards and refunded/recovered under RIIO-ED1 will be
refunded/recovered on a two year lag (previously one year). Therefore the 2014/15 overfunder-recovery adjustment will
occur in 2016/17, In 2016/17 under this mechanism, WPD will recover the £5 per residential network customer reduction
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given through reduced tariffs in 2014/15 (approximately $36 million) as that amount is currently considered an under-
TeCovery.

Historically, tariffs have been set a minimum of three months prior to the beginning of the regulatory year (April 1). In
February 2015, Ofgem determined that, beginning for the 2017/18 regulatory year, tariffs would be established a minimum of
fifteen months in advance. Therefore, in December 2015, WPD was required to establish tariffs for 2016/17 and 2017/18.
This change will potentially increase volatility in future revenue forecasts due to the need to forecast components of allowed
revenue including MOD, TRU, K-factor and incentive revenues.

Under applicable GAAP, WPD does not record a receivable for under-recoveries, but does record a liability for over-
recoveries. K-factor is measured as of the end of the regulatory year, March 31. While WPD estimates over-recoveries and
records a liability when it is probable that there will be an over-recovered position at the end of the regulatory-year, weather-
related volume changes and other factors such as sales mix can affect the over or under-recovery between the end of PPL's
calendar year and the end of the regulatory year.

See "Item 1A. Risk Factors - Risks Related to UK. Regulated Segment” for additional information on the risks associated
with the U.K. Regulated Segment.

Customers

WPD provides regulated electricity distribution services to licensed third party energy suppliers (its customers) who use
WPD's networks to transfer electricity to their customers, the end-users. WPD bills the energy supplier for this service and
the supplier is responsible for billing the end-users. Ofgem requires that all licensed electricity distributors and suppliers
become parties to the Distribution Connection and Use of System Agreement. This agreement specifies how
creditworthiness will be determined and, as a result, whether the supplier needs to collateralize its payment obligations.

s Kentucky Regulated Segment (PPL)

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

(PPL, LKE, LG&E and KU)

LG&E and KU, direct subsidiaries of LKE, are engaged in the regulated generation, transmission, distribution and sale of
electricity in Kentucky and, in KU's case, Virginia and Tennessee. LG&E also engages in the distribution and sale of natural
gas in Kentucky. LG&E provides electric service to approximately 403,000 customers in Louisville and adjacent areas in
Kentucky, covering approximately 700 square miles in nine counties and provides natural gas service to approximately
322,000 customers in its electric service area and eight additional counties in Kentucky. KU provides electric service to
approximately 518,000 customers in 77 counties in central, southeastern and western Kentucky, approximately 28,000
customers in five counties in southwestern Virginia, and fewer than ten customers in Tennessee, covering approximately
4,800 non-contiguous square miles. KU also sells wholesale electricity to 11 municipalities in Kentucky under load
following contracts. In Virginia, KU operates under the name Old Dominion Power Company.

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

2015 2014 2013
% of % of % of
Revenue Revenue Revenue Revenue Revenue Revenue

LKE

Commercial $ 816 26 % 815 26 5 770 26
Industrial 628 20 627 20 587 20
Residential 1,245 40 1,281 40 1,205 40
Retail - other 267 9 279 9 260 9
Wholesale -- municipal 114 4 109 3 110 4
Wholesale - other {a) 45 1 57 2 44 1
Total $ 3,115 100 % 3,168 100 § 2,976 100
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2015 2014 2013

% of % of % of
Revenue Revenue Revenne Revenne Revenue Revenue

LG&E

Commercial $ 436 0 % 433 28§ 405 29
Industrial 199 14 194 13 186 13
Residential 633 44 650 43 614 44
Retail - other 117 8 130 8 119 3
Wholesale - other (a) (b) 59 4 126 3 86 6
Total $ 1,444 100 § 1,533 100 % 1410 100
KU

Commercial $ 380 22 3% 382 2 % 365 22
Industrial 429 25 433 25 401 25
Residential 612 35 631 36 591 36
Retail - other 150 9 149 9 141 9
Wholesale - municipal 114 7 109 6 110 7
‘Wholesale - other {a) (b) 43 2 33 2 27 1
Total $ 1,728 100 3% 1,737 100 § 1,635 100

(a) Includes wholesale power and transmission revenues.
(b) Includes intercompany power sales and transmission revenues, which are eliminated upon consolidation at LKE.

Franchises and Licenses

LG&E and KU provide electricity delivery service, and LG&E provides natural gas distribution service, in their respective
service territories pursuant to certain franchises, licenses, statutory service areas, easements and other rights or permissions
granted by state legislatures, cities or municipalities or other entities.

Competition

There are currently no other electric public utilities operating within the electric service areas of LKE. From time to time,
bills are introduced into the Kentucky General Assembly which seek to authorize, promote or mandate increased distributed
generation, customer choice or other developments. Neither the Kentucky General Assembly nor the KPSC has adopted or
approved a plan or timetable for retail electric industry competition in Kentucky. The nature or timing of legislative or
regulatory actions, if any, regarding industry restructuring and their impact on LKE, which may be significant, cannot
currently be predicted. Virginia, formerly a deregulated jurisdiction, has enacted legislation that implemented a hybrid model
of cost-based regulation. KU's operations in Virginia have been and remain regulated.

Alternative energy sources such as electricity, oil, propane and other fuels provide indirect competition for natural gas
revenues of LKE. Marketers may also compete to sell natural gas to certain large end-users. LG&E's natural gas tariffs
include gas price pass-through mechanisms relating to its sale of natural gas as a commodity; therefore, customer natural gas
purchases from alternative suppliers do not generally impact profitability. However, some large industrial and commercial
customers may physically bypass LG&E's facilities and seek delivery service directly from interstate pipelines or other
natural gas distribution systems.

Power Supply
At December 31, 2015, LKE owned, controlled or had a minority ownership interest in generating capacity (summer rating)
of 7,997 MW, of which 2,919 MW related to LG&E and 5,078 MW related to KU, in Kentucky, Indiana, and Ohio. See
"Item 2. Properties - Kentucky Regulated Segment” for a complete list of LKE's generating facilities.

The system capacity of LKE's owned or controlled generation is based upon a number of factors, including the operating
experience and physical condition of the units, and may be revised periodically to reflect changes in circumstances.

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

GWh
Fuel Source LKE LG&E KU
Coal (2) 29,609 12,049 17,560
Qil f Gas 4,792 1,258 3,534
Hydro 372 274 98
Total (b} 34,773 13,581 21,192
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(a) Includes 762 GWh of power generated by and purchased from QVEC for LKE, 527 GWh for LG&E and 235 GWh for KU,
(b) This generation represents a 2.4% decrease for LKE, a 13.7% decrease for LG&E and a 6.6% increase for KU from 2014 output,

A majority of LG&E's and KU's generated electricity was used to supply its retail and municipal customer base.

LG&E and KU jointly dispatch their generation units with the lowest cost generation used to serve their retail and municipal
customers. When LG&E has excess generation capacity after serving its own retail customers and its generation cost is lower
than that of KU, KU purchases electricity from LG&E. When KU has excess generation capacity after serving its own retail
and municipal customers and its generation cost is lower than that of LG&E, LG&E purchases electricity from KU.

See "Item 2. Properties - Kentucky Regulated Segment” for additional information regarding LG&E's and KU's construction
of a solar generating facility at the E.W. Brown generating site. As a result of environmental requirements, KU retired two
coal-fired units, with a combined summer capacity rating of 161 MW, at the Green River plant in September 2015. LG&E
retired a 240 MW coal-fired unit in March 2015 and two additional coal-fired units, with a combined summer capacity rating
0f 323 MW, in June 2015 at the Cane Run plant. KU retired a 71 MW coal-fired unit at the Tyrone plant in 2013.

Fuel Supply

Coal is expected to be the predominant fuel used by LG&E and KU for generation for the foreseeable future. Due to Cane
Run Unit 7 being placed into operation during 2015, natural gas will play a more significant role going forward. The natural
gas for this generating unit is purchased using contractual arrangements separate from LG&E's natural gas distribution
operations. Natural gas and oil will continue to be used for intermediate and peaking capacity and flame stabilization in coal-
fired boilers.

Fuel inventory is maintained at levels estimated to be necessary to avoid operational disruptions at coal-fired generating
units. Reliability of coal deliveries can be affected from time to time by a number of factors including fluctuations in
demand, coal mine production issues and other supplier or transporter operating difficulties.

LG&E and KU have entered into coal supply agreements with various suppliers for coal deliveries through 2022 and
normally augment their coal supply agreements with spot market purchases, as needed.

For their existing units, LG&E and KU expect for the foreseeable future to purchase most of their coal from western
Kentucky, southern Indiana and southern Illinois. LG&E and KU continue to purchase certain quantities of ultra-low sulfur
content coal from Wyoming for blending at Trimble County Unit 2. Coal is delivered to the generating plants by barge, truck
and rail.

To enhance the reliability of natural gas supply, LG&E and KU have secured, firm long-term pipeline capacity on the
interstate pipeline serving Cane Run Unit 7 and six simple cycle combustion turbine units located at the Trimble County site
through 2024. LG&E has also secured long-term firm pipeline capacity on an interstate pipeline for an additional simple
cycle gas turbine under a power purchase agreement for the summer months through October 2018. For the seven simple
cycle combustion turbines at Brown, no firm long-term pipeline capacity has been purchased due to the facility being
interconnected to multiple pipelines and some of the units having dual fuel capability.

Natural gas purchases for these units currently take place as needed from pipelines but LG&E and KU may seek to augment
these purchases with longer term agreements.

(PPL, LKE and LG&E)

Natural Gas Distribution Supply

Five underground natural gas storage fields, with a current working natural gas capacity of approximately 15 Bef, are used in
providing natural gas service to LG&E's firm sales customers. By using natural gas storage facilities, LG&E avoids the costs
typically associated with more expensive pipeline transportation capacity to serve peak winter heating loads. Natural gas is
stored during the summer season for withdrawal during the following winter heating season. Without this storage capacity,
LG&E would be required to purchase additional natural gas and pipeline transportation services during winter months when
customer demand increases and the prices for natural gas supply and transportation services are typically at their highest,
Several suppliers under contracts of varying duration provide competitively priced natural gas. At December 31, 2015,
LG&E had 12 Bef of natural gas stored underground with a carrying value of $42 million.
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LG&E has a portfolio of supply arrangements of varying terms with a number of suppliers designed to meet its firm sales
obligations, These natural gas supply arrangements include pricing provisions that are market-responsive. In tandem with
pipeline transportation services, these natural gas supplies provide the reliability and flexibility necessary to serve LG&E's
natural gas customers.

LG&E purchases natural gas supply transportation services from two pipelines. LG&E has contracts with one pipeline that
are subject to termination by LG&E between 2018 and 2021. Total winter season capacity under these contracts is 184,900
MMBt/day and summer season capacity is 60,000 MMBtu/day. With this same pipeline, LG&E has two contracts with a
total capacity of 10,000 MMBtu/day, during the winter season and 28,000 MMBtu/day, during the summer season; both
contracts have been terminated effective October 31, 2016. With this same pipeline, LG&E also has a new contract for
pipeline capacity commencing June 2016 through October 31, 2026, in the amount of 60,000 MMBtw/day. Additionally,
LLG&E has a contract with the same pipeline for the month of January 2016 with a total capacity of 30,000 MMBtu/day.
LG&E has a single contract with a second pipeline with a total capacity of 20,000 MMBtu/day during both the winter and
summer seasons that expires October 31, 2018.

LG&E expects to purchase natural gas supplies for its gas distribution operations from onshore producing regions in South
Texas, East Texas, North Louisiana and Arkansas, as well as gas originating in the Rockies, Marcellus and Utica production
areas.

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

LG&E and KU contract with the Tennessee Valley Authority to act as their transmission reliability coordinator and contract
with TranServ International, Inc. to act as their independent transmission operator.

During 2013 through 2015, LG&E and KU have submitted various compliance filings to the FERC reflecting their
participation with other utilities in the Southeastern Regional Transmission Planning group relating to certain FERC Order
1000 requirements. FERC Order 1000, issued in July 2011, establishes certain procedural and substantive requirements
relating to participation, cost allocation and non-incumbent developer aspects of regional and inter-regional electric
transmission planning activities. FERC approvals have been received for all but one remaining of such compliance filings.

Rates

LG&E is subject to the jurisdiction of the KPSC and the FERC, and KU is subject to the jurisdiction of the KPSC, the FERC,
the VSCC and the TRA. LG&E and KU operate under a FERC-approved open access transmission tariff (OATT).

LG&E's and KU's Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and
short-term debt) including adjustments for certain net investments and costs recovered separately through other means. As
such, LG&E and KU generally earn a return on regulatory assets in Kentucky.

KU's Virginia base rates are calculated based on a return on rate base (net utility plant plus working capital less deferred
taxes and miscellaneous deductions). All regulatory assets and liabilities, except the levelized fuel factor, are excluded from
the return on rate base utilized in the calculation of Virginia base rates; therefore, no return is earned on the related assets.

KU's Tennessee base rates are established through approval of the TRA and generally will follow the cost of providing
service in Kentucky.

KU's rates to 11 municipal customers for wholesale power requirements are calculated based on annual updates to a formula
rate that utilizes a return on rate base (net utility plant.plus working capital less deferred taxes and miscellaneous deductions).
All regulatory assets and liabilities are excluded from the return on rate base utilized in the development of municipal rates;
therefore, no return is earned on the related assets. In April 2014, nine municipalities submitted notices of termination, under
the original notice period provisions, to cease taking power under the wholesale requirements contracts. Such terminations
are to be effective in 2019, except in the case of one municipality with a 2017 effective date.

See Note 6 to the Financial Statements for additional information on cost recovery mechanisms.
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o  Pennsylvania Regulated Segment (PPL)
Consists of PPL Electric, a regulated public utility engaged in the distribution and transmission of electricity.
(PPL and PPL Electric)
PPL Electric delivers electricity to approximately 1.4 million customers in a 10,000-square mile territory in 29 counties of
eastern and central Pennsylvania. PPL Electric also provides electricity supply to retail customers in this area as a PLR under

the Customer Choice Act.

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

2015 2014 2013
Revenue % of Revenue Revenue % of Revenue Revenue % of Revenue
Distribution
Residential $ 1338 63 $ 1,285 63 % 1,215 65
Industrial 58 3 52 3 52 3
Commercial 377 18 367 18 363 19
Other (a) (44) 2) 5 an
Transmission 395 18 335 16 251 13
Total 3 2,124 100 § 2,044 100 % 1,870 100

(2) Includes regulatory over- or under-recovery reconciliation mechanisms, pole attachment revenues and street lighting, offset by contra revenue
associated with the network integration transmisston service expense.

Franchise, Licenses and Other Regulations

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

Competition

Pursuant to authorizations from the Commonwealth of Pennsylvania and the PUC, PPL Electric operates a regnlated
distribution monopoly in its service area. Accordingly, PPL Electric does not face competition in its electricity distribution
business. Pursuant to the Customer Choice Act, generation of electricity is a competitive business in Pennsylvania, and PPL
Electric does not own or operate any generation facilities.

The PPL Electric transmission business, operating under a FERC-approved PJM Open Access Transmission Tariff, is subject
to competition pursuant to FERC Order 1000 from entities that are not incumbent PJM transmission owners with respect to
the construction and ownership of transmission facilities within PJM.

Rates and Regulation

Transmission

PPL Electric's transmission facilities are within PIM, which operates the electricity transmission network and electric energy
market in the Mid-Atlantic and Midwest regions of the U.S.

PIM serves as a FERC-approved Regional Transmission Operator (RTQ) to promote greater participation and competition in
the region it serves. In addition to operating the electricity transmission network, PIM also administers regional markets for
energy, capacity and ancillary services. A primary objective of any RTO is to separate the operation of, and access to, the
transmission grid from market participants that buy or sell electricity in the same markets. Electric utilities continue to own
the transmission assets and to receive their share of transmission revenues, but the RTO directs the control and operation of
the transmission facilities. Certain types of transmission investment are subject to competitive processes outlined in the PIM
tariff.
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As a transmission owner, PPL Electric's transmission revenues are recovered through PIM in accordance with a FERC
approved tariff that allows recovery of incurred transmission costs, a return on transmission-related plant and an automatic
annual update based on a formula rate mechanism. As a PLR, PPL Electric also purchases transmission services from PIM.
See "PLR" below.

See Note 6 to the Financial Statements for additional information on rate mechanisms.
Distribution

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

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

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

Act 11 authorizes the PUC to approve two specific ratemaking mechanisms: the use 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 assets. In January 2013, PPL Electric filed a petition requesting permission to establish a DSIC. In May 2013, the
PUC approved PPL Electric's proposed DSIC with an initial rate effective July 1, 2013, subject to refund after hearings. The
PUC also assigned four technical recovery calculation issues to the Office of Administrative Law Judge for hearing and
preparation of a recommended decision. In November 2015, the PUC issued an opinion and order approving PPL Electric’s
Petition with minor modifications.

See "Regulatory Matters - Pennsylvania Activities" in Note 6 to the Financial Statements for additional information regarding
Act 129, Act 11 and other legislative and regulatory impacts.

PLR

The Customer Choice Act requires Electric Distribution Companies (EDCs), including PPL Electric, or an alternative
supplier approved by the PUC to act as a PLR of electricity supply for customers who do not choose to shop for supply with a
competitive supplier and provides that electricity supply costs will be recovered by the PLR pursuant to PUC regulations. As
of December 31, 2015, the following percentages of PPL Electric's customer load were provided by competitive suppliers:
50% of residential, 85% of small commercial and industrial and 99% of large commercial and industrial customers. The
PUC continues to be interested in expanding the competitive market for electricity. See "Regulatory Matters - Pennsylvania
Activities - Act 129" in Note 6 to the Financial Statements for additional information.

PPL Electric's cost of electricity generation is based on a competitive solicitation process. The PUC approved PPL Electric's
default service plan for the period June 2015 through May 2017, which includes 4 solicitations for electricity supply held in
April and October, annually. Pursuant to this plan, PPL Electric contracts for all of the electricity supply for residential,
small commercial and small industrial customers, large commercial and large industrial customers who elect to take that
service from PPL Electric. These solicitations include a mix of 6- and 12-month fixed-price load-following contracts for
residential, small commercial and small industrial customers, and 12-moath real-time pricing contracts for large commercial
and large industrial customers to fulfill PPL Electric's obligation to provide customer electricity supply as a PLR.

Numerous alternative suppliers have offered to provide generation supply in PPL Electric's service territory. Since the cost
of generation supply is a pass-through cost for PPL Electric, its financial results are not impacted if its customers purchase
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electricity supply from these alternative suppliers. See "Energy Purchase Commitments” in Note 13 to the Financial
Statements for additional information regarding PPL Electric's solicitations,

See "Regulatory Matters - Pennsylvania Activities - Rate Case Proceedings” in Note 6 to the Financial Statements for
information regarding PPL Electric's 2015 rate case proceedings.

o Other Corporate Functions (PPL)

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

PPL EU Services, formed in 2015, is included within the Pennsylvania Regulated Segment and provides the majority of
financial, supply chain, human resources and facilities management services to PPL Electric. Significant portions of the
various corporate functions previously within PPL Services were transferred to PPL EU Services in 2015. Certain other
functions are to be transferred to PPL EU Services as the transition services agreements with Talen Energy expire, PPL
Services will continue to provide certain limited corporate functions. For both service companies, the costs of these services
are charged directly to the respective recipients for the services provided or indirectly charged to applicable recipients based
on an average of the recipients' relative invested capital, operation and maintenance expenses and number of employees.

PPL Capital Funding, PPL's financing subsidiary, provides financing for the operations of PPL and certain subsidiaries.
PPL’s growth in rate-regulated businesses provides the organization with an enhanced corporate level financing alternative,
through PPL Capital Funding, that enables PPL to cost effectively support targeted credit profiles across all of PPL's rated
companies. As a result, PPL plans to further utilize PPL Capital Funding in future financings, in addition to continued direct
financing by the operating companies.

Unlike PPL Services and PPL EU Services, PPL Capital Funding's costs are not generally charged to PPL subsidiaries. Costs
are charged directly to PPL. However, PPL Capital Funding participated significantly in the financing for the acquisitions of
LKE and WPD Midlands and certain associated financing costs were allocated to the Kentucky Regulated and U.X.
Regulated segments. The associated financing costs, as well as the financing costs associated with prior issuances of certain
other PPL Capital Funding securities, have been assigned to the appropriate segments for purposes of PPL management's
assessment of segment performance. The financing costs associated primarily with PPL Capital Funding's securities
issuances in 2013 and beyond, with certain exceptions, have not been directly assigned or allocated to any segment.

(All Registrants)

SEASONALITY

The demand for and market prices of electricity and natural gas are affected by weather. As a result, the Registrants’
operating results in the future may fluctuate substantially on a seasonal basis, especially when more severe weather
conditions such as heat waves or extreme winter weather make such fluctuations more pronounced. The pattern of this
fluctuation may change depending on the type and location of the facilities owned. See "Financial Condition -
Environmental Matters" in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations" for additional information regarding climate change.

FINANCIAL CONDITION

See "Financial Condition” in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results
of Operations" for this information.

CAPITAL EXPENDITURE REQUIREMENTS
See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital Expenditures" in "[tem 7.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations” for information

concerning projected capital expenditure requirements for 2016 through 2020. See Note 13 to the Financial Statements for
additional information concerning the potential impact on capital expenditures from environmental matters.
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ENVIRONMENTAL MATTERS

The Registrants are subject to certain existing and developing federal, regional, state and local laws and regulations with
respect to air and water quality, land use and other environmental matters. The EPA has recently issued or is in the process
of proposing and finalizing numerous environmental regulations relating to air, water and waste that will directly affect the
electricity industry, See "Financial Condition - Liquidity and Capital Resources - Forecasted Uses of Cash - Capital
Expenditures” in "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of
Operations” on projected environmental capital expenditures for the years 2016-2020. Also, see "Environmental Matters" in
Note 13 to the Financial Statements for additional information. To comply with environmental requirements, PPL's forecast
for environmental capital expenditures reflects a best estimate projection of expenditures that may be required within the next
five years. Such projections are $1.9 billion for PPL and LKE ($1 billion for KU and $0.9 billion for LG&E). Actual costs
(including capital, emission allowance purchases and operational modifications) may be significantly lower or higher
depending on the final compliance requirements and market conditions. PPL's and LKE's subsidiaries may also incur capital
expenditures and operating expenses, which are not now determinable, but could be significant. Environmental compliance
costs incurred by LG&E and KU are subject to recovery through a rate recovery mechanism. See Note 6 to the Financial
Statements for additional information.

EMPLOYEE RELATIONS

At December 31, 2015, PPL and its subsidiaries had the following full-time employees and employees represented by labor
unions.

Total Full-Time Number of Union Percentage of Total
Employees Employees Workforce
PPL (a) 12,799 6,376 50%
PPL Electric 1,935 1,227 63%
LKE 3,484 812 23%
LG&E 1,001 688 69%
KU 926 124 13%

(a) Includes 4,085 employees of WPD who are members of labor unions (or 62% of PPL's U.K. workforce). WPD recognizes four unions, the largest of
which represents 41% of its union workforce. WFD's Electricity Business Agreement, which covers 4,015 union employees, may be amended by
agreement between WPD and the unions and can be terminated with 12 months' notice by either side.

AVAILABLE INFORMATION

PPL's Internet website is www.pplweb.com. Under the Investors heading of that website, PPL provides access to all SEC
filings of the Registrants (including annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form
8-K, and amendments to these reports filed or furnished pursuant to Section 13(d)} or 15(d)) free of charge, as soon as
reasonably practicable after filing with the SEC. Additionally, the Registrants’ filings are available at the SEC's website
(www.sec.gov) and at the SEC's Public Reference Room at 100 F Street, NE, Washington, DC 20549, or by calling 1-800-
SEC-0330.

ppl10k-2015 Final as Filed.docx 16



ITEM 1A. RISK FACTORS

The Registrants face various risks associated with their businesses. Our businesses, financial condition, cash flows or results
of operations could be materially adversely affected by any of these risks. In addition, this report aiso contains forward-
looking and other statements about our businesses that are subject to numerous risks and uncertainties. See "Forward-
Looking Information,” "Item I. Business,” "Item 7. Combined Management's Discussion and Analysis of Financial Condition
and Results of Operations" and Note 13 to the Financial Statements for more information concerning the risks described
below and for other risks, uncertainties and factors that could impact our businesses and financial results.

As used in this Item 1A., the terms "we," "our” and "us" generally refer to PPL and its consolidated subsidiaries taken as a
whole, or to the former PPL Energy Supply and its consolidated subsidiaries taken as a whole, or PPL Electric and its
consolidated subsidiaries taken as a whole within the Pennsylvania Regulated segment discussion, or LKE and its
consolidated subsidiaries taken as a whole within the Kentucky Regulated segment discussion.

(PPL)
Risks Relating to the Spinoff of PPL Energy Supply and Formation of Talen Energy Corporaticn

If the spinoff of PPL Energy Supply does not qualify as a tax-free distribution under Sections 355 and 368 of the Internal
Revenue Code of 1986, as amended (the "Code"), including as a result of subsequent acquisitions of stock of PPL or
Talen Energy, then PPL and/or its shareowners may be required to pay substantial U.S. federal income taxes.

Among other requirements, the completion of the June 1, 2015 spinoff of PPL Energy Supply and subsequent combination
with RJS Power was conditioned upon PPL's receipt of a legal opinion of tax counsel to the effect that the spinoff will qualify
as a reorganization pursuant to Section 368(a)(1)(D) and a tax-free distribution pursuant to Section 355 of the Code.
Although receipt of such legal opinion was a condition to completion of the spinoff and subsequent combination, that legal
opinion is not binding on the IRS. Accordingly, the IRS could reach conclusions that are different from those in the tax
opinion. If, notwithstanding the receipt of such opinion, the IRS were to determine the distribution to be taxable, PPL would,
and its shareowners could, depending on their individual circumstances, recognize a tax liability that could be substantial. In
addition, notwithstanding the receipt of such opinion, if the IRS were to determine the merger to be taxable, PPL shareowners
may, depending on their individual circumstances, recognize a tax liability that could be material.

In addition, the spinoff will be taxable to PPL pursuant to Section 355(e) of the Code if there is a 50% or greater change in
ownership (by vote or value) of either PPL or Talen Energy, directly or indirectly, as part of a plan or series of related
transactions that include the spinoff. Because PPL's shareowners collectively owned more than 50% of Talen Energy's
common stock following the spinoff and subsequent combination, the combination alone will not cause the spinoff to be
taxable to PPL under Section 355(¢) of the Code. However, Section 355(e) of the Code might apply if acquisitions of stock
of PPL before or after the spinoff, or of Talen Energy after the combination, were considered to be part of a plan or series of
related transactions that include the spinoff. PPL is not aware of any such plan or series of transactions that include the
spinoff.

Risks related to our U.K. Segment

Our U.K. distribution business contributes a significant amount of PPL's earnings and exposes us to the following
additional risks related fo operating outside the U.S., including risks associated with changes in U.K. laws and
regulations, taxes, economic conditions and political conditions and policies of the U.K. government and the European
Union. These risks may reduce the results of operations from our U.K. distribution business or affect our ability to access
U.K. revenues for payment of distributions or for other corporate purposes in the U.S.

» changes in laws or regulations relating to U.K. operations, including rate regulations, operational performance and tax
laws and regulations;

changes in government policies, personnel or approval requirements;

changes in general economic conditions affecting the U.K.;

regulatory reviews of tariffs for distribution companies;

changes in labor relations;

limitations on foreign investment or ownership of projects and returns or distributions to foreign investors;

limitations on the ability of foreign companies to borrow money from foreign lenders and lack of local capital or loans;
changes in U.S. tax law applicable to taxation of foreign earnings;
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e compliance with U.S. foreign corrupt practices laws; and
¢ prolonged periods of low inflation or deflation.

We are subject to increased foreign currency exchange rate risks because a majority of our cash flows and reported
earnings are currently generated by our UK. business operations.

These risks relate primarily to changes in the relative value of the British pound sterling and the U.S. dollar between the time
we initially invest U.S. dollars in our U.K. businesses, and our strategy to hedge against such changes, and the time that cash
is repatriated to the U.S. from the U.K., including cash flows from our U.K. businesses that may be distributed to PPL or
used for repayments of intercompany loans or other general corporate purposes. In addition, PPL's consolidated reported
earnings on a GAAP basis may be subject to increased earnings translation risk, which is the result of the conversion of
earnings as reported in our U.K. businesses on a British pound sterling basis to a U.S. dollar basis in accordance with GAAP
requirements.

Our U.K, segment is subject te inflationary risks.

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

In RIIO-ED1, WPD's base demand revenue was established by Ofgem in 2012/13 prices. Base demand revenue is then
increased by RPI for each year to arrive at the amount of revenue WPD can collect in tariffs. The RPI is forecasted and
subject to true-up in subsequent years. The fluctuations between forecasted and actual RPI can then result in variances in
base demand revenue from the business plan accepted by Ofgem. While WPD also has debt that is indexed to RPI and
certain components of operations and maintenance expense are affected by inflation, these may not offset changes in base
demand revenue and offsets would likely affect different calendar years. Further, as RAV is also subject to increase in RPI, a
reduction in RPI could adversely affect the debt/RAV ratio together with the Ievel of subsequent RAV amortization which is
an element of allowed revenue,

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

Our U K. delivery businesses operate under an incentive-based regulatory framework. Managing operational risk and
delivering agreed-upon performance are critical to the U.K. Regulated segment's financial performance. Disruption to these
distribution networks could reduce profitability both directly by incurring costs for network restoration and also through the
system of penalties and rewards that Ofgem administers relating to customer service levels.

A failure by any of our U.K. regulated businesses to comply with the terms of a distribution license may lead to the
issuance of an enforcement order by Ofgem that could have an adverse impact on PPL.

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

(PPL and LKE)
Risk Related to Registrant Holding Companies

PPL and LKE are holding companies and their cash flows and ability to meet their obligations with respect to
indebtedness and under guarantees, and PPL's ability to pay dividends, largely depends on the financial performance of
their respective subsidiaries and, as a result, is effectively subordinated to all existing and future liabilities of those
subsidiaries.

PPL and LKE are holding companies and conduct their operations primarily through subsidiaries. Substantially all of the
consolidated assets of these Registrants are held by their subsidiaries. Accordingly, these Registrants' cash flows and ability
to meet debt and guaranty obligations, as well as PPL's ability to pay dividends, are largely dependent upon the earnings of
those subsidiaries and the distribution or other payment of such earnings in the form of dividends, distributions, loans,
advances or repayment of loans and advances. The subsidiaries are separate legal entities and have no obligation to pay
dividends or distributions to their parents or to make funds available for such a payment. The ability of the Registrants'
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subsidiaries to pay dividends or distributions in the future will depend on the subsidiaries' future earnings and cash flows and
the needs of their businesses, and may be restricted by their obligations to holders of their outstanding debt and other
creditors, as well as any contractual or legal restrictions in effect at such time, including the requirements of state corporate
law applicable to payment of dividends and distributions, and regulatory requirements, including restrictions on the ability of
PPL Electric, LG&E and KU to pay dividends under Section 305(a) of the Federal Power Act.

Because PPL and LKE are holding companies, their debt and guaranty cobligations are effectively subordinated to all existing
and future liabilities of their subsidiaries. Although certain agreements to which certain subsidiaries are parties limit their
ability to incur additional indebtedness, PPL and LKE and their subsidiaries retain the ability to incur substantial additional
indebtedness and other liabilities. Therefore, PPL's and LKE's rights and the rights of their creditors, including rights of debt
holders, to participate in the assets of any of their subsidiaries, in the event that such a subsidiary is liquidated or reorganized,
will be subject to the prior claims of such subsidiary's creditors. In addition, if PPL elects to receive distributions of earnings
from its foreign operations, PPL may incur U.S. income taxes, net of any available foreign tax credits, on such amounts.

(PPL Electric, LG&E and KU)
Risks Related to Domestic Regulated Utility Operations

Our domestic regulated utility businesses face many of the same risks, in addition to those risks that are unique to each of the
Kentucky Regulated segment and the Pennsylvania Regulated segment. Set forth below are risk factors common to both
domestic regulated segments, followed by sections identifying separately the risks specific to each of these segments.

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

Numerous functions affecting the efficient operation of our businesses are dependent on the secure and reliable storage,
processing and communication of electronic data and the use of sophisticated computer hardware and software systems. The
operation of our generation plants, as well as our transmission and distribution operations, are all reliant on cyber-based
technologies and, therefore, subject to the risk that such systems could be the target of disruptive actions, principally by
terrorists or vandals, or otherwise be compromised by unintentional events. As a result, operations could be interrupted,
property could be damaged and sensitive customer information lost or stolen, causing us to incur significant losses of
revenues, other substantial liabilities and damages, costs to replace or repair damaged equipment and damage to our
reputation.

Our profitability is highly dependent on our ability fo recover the costs of providing energy and utility services to our
customers and earn an adequate refurn on our capital investments. Regulators may not approve the rates we request and
existing rates may be challenged.

The rates we charge our utility customers must be appraved by one or more federal or state regulatory commissions,
including the FERC, KPSC, VSCC, TRA and PUC. Although rate regulation is generally premised on the recovery of
prudently incurred costs and a reasonable rate of return on invested capital, there can be no assurance that regulatory
authorities will consider all of our costs to have been prudently incurred or that the regulatory process by which rates are
determined will always result in rates that achieve full or timely recovery of our costs or an adequate return on our capital
investments. Federal or state agencies, intervenors and other permitted parties may challenge our current or future rate
requests, structures or mechanisms, and ultimately reduce, alter or limit the rates we receive. Although our rates are
generally regulated based on an analysis of our costs incurred in a base year or on future projected costs, the rates we are
allowed to charge may or may not match our costs at any given time. Our domestic regulated utility businesses are subject to
substantial capital expenditure requirements over the next several years, which will likely require rate increase requests to the
regulators. If our costs are not adequately recovered throngh rates, it could have an adverse effect on our business, results of
operations, cash flows and financial condition.

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

In addition to regulating the rates we charge, various federal and state regulatory authorities regulate many aspects of our
domestic utility operations, including:

the terms and conditions of our service and operations;

financial and capital structure matters;

siting, construction and operation of facilities;

mandatory reliability and safety standards under the Energy Policy Act of 2005 and other standards of conduct;
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accounting, depreciation and cost allocation methodologies;

tax matters;

affiliate transactions;

acquisition and disposal of utility assets and issuance of securities; and
various other matters, including energy efficiency.

Such regulations or changes thereto may subject us to higher operating costs or increased capital expenditures and failure to
comply could result in sanctions or possible penalties which may not be recoverable from customers.

Our domestic regulated businesses undertake significant capital projects and these activities are subject to unforeseen
costs, delays or failures, as well as risk of inadequate recovery of resulting costs,

The domestic regulated utility businesses are capital intensive and require significant investments in energy generation (in the
case of LG&E and KU) and transmission, distribution and other infrastructure projects, such as projects for environmental
compliance and sysiem reliability. The completion of these projects without delays or cost overruns is subject to risks in
many areas, including;

approval, licensing and permitting;

land acquisition and the availability of suitable land,;

skilled labor or equipment shortages;

construction problems or delays, including disputes with third-party intervenors;
increases in commodity prices or labor rates;

contractor performance;

Failure to complete our capital projects on schedule or on budget, or at all, could adversely affect our financial performance,
operations-and future growth if such expenditures are not granted rate recovery by our regulators.

We are subject to the risk that our workforce and its knowledge base may become depleted in coming years.

We are experiencing an increase in attrition due primarily to the number of retiting employees, with the risk that critical
knowledge will be lost and that it may be difficult to replace departed personnel, and to attract and retain new personnel, due
to a declining trend in the number of available skilled workers and an increase in competition for such workers.

Risks Specific to Kentucky Regulated Segment

(PPL, LKE, LG&E and KU)

The costs of compliance with, and liabilities under, environmental laws are significant and are subject to continuing
changes.

v
Extensive federal, state and local environmental laws and regulations are applicable to LG&E's and KU's generation business,
including its air emissions, water discharges and the management of hazardous and solid wastes, among other business-
related activities, and the costs of compliance or alleged non-compliance cannot be predicted but could be material. In
addition, our costs may increase significantly if the requirements or scope of environmental laws, regulations or similar rules
are expanded or changed. Costs may take the form of increased capital expenditures or operating and maintenance expenses,
monetary fines, penalties or forfeitures, operational changes, permit limitations or other restrictions. At some of our older
generating facilities it may be uneconomic for us to install necessary pollution control equipment, which could cause us to
retire those units. Market prices for energy and capacity also affect this cost-effectiveness analysis. Many of these
environmental law considerations are also applicable to the operations of our key suppliers, or customers, such as coal
producers and industrial power users, and may impact the costs of their products and demand for our services.

Ongoing changes in environmental regulations or their implementation requirements and our related compliance
strategies entail a number of uncertainties.

The environmental standards governing LG&E's and KU's businesses, particularly as applicable to coal-fired generation and
related activities, continue to be subject to uncertainties due to rulemaking and other regulatory developments, legislative
activities and litigation, administrative or permit challenges. Revisions to applicable standards, changes in compliance
deadlines and invalidation of rules on appeal may require major changes in compliance strategies, operations or assets and
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adjustments to prior plans. Depending on the extent, frequency and timing of such changes, the companies may be subject to
inconsistent requirements under multiple regulatory programs, compressed windows for decision-making and short
compliance deadlines that may require new technologies or aggressive schedules for construction, permitting and other
regulatory approvals. Under such circumstances, the companies may face higher risks of unsuccessful implementation of
environmental-related business plans, noncompliance with applicable environmental rules, delayed or incomplete rate
recovery or increased costs of implementation.

We are subject to operational, regulatory and other risks regarding certain significant developments in environmental
regulation affecting coal-fired generation facilities.

Certain regulatory initiatives have been implemented or are under development which could represent significant
developments or changes in environmental regulation and compliance costs or risk associated with the combustion of coal as
occurs at LG&E's and KU's coal-fired generation facilities. In particular, such developments include the federal Clean Power
Plan regulations governing greenhouse gas emissions at existing or new power plants, the federal Coal Combustion Residuals
regulations governing coal by-product storage activities and the federal Effluent Limitations Guidelines governing water
discharge activities. Such initiatives have the potential to require significant changes in generation portfolio composition and
in coal combustion byproduct handling and disposal or water treatment and release facilities and methods from those
historically used or currently available. Consequently, such developments may involve increased risks relating to the
uncertain cost, efficacy and reliability of new technologies, equipment or methods. Compliance with such regulations could
result in significant changes to LG&E's and KU's operations or commercial practices and material additional capital or
operating expenditures. Such circumstances could also involve higher risks of compliance violations or of variations in rate
or regulatory treatment when compared to existing frameworks,

Risks Specific to Pennsylvania Regulated Segment

(PPL and PPL Electric)

We plan to selectively pursue growth of our transmission capacity, which involves a number of uncertainties and may not
achieve the desired financial results.

We plan to pursue expansion of our transmission capacity over the next several years. We plan to do this through the
potential construction or acquisition of transmission projects and capital investments to upgrade transmission infrastructure.
These types of projects involve numerons risks. With respect to the construction or acquisition of transmission projects, we
may be required to expend significant sums for preliminary engineering, permitting, resource exploration, legal and other
expenses before it can be established whether a project is feasible, economically attractive or capable of being financed.
Expansion in our regulated businesses is dependent on future load or service requirements and subject to applicable
regulatory processes. The success of both a new or acquired project would likely be contingent, among other things, upon
the negotiation of satisfactory construction contracts, obtaining acceptable financing and maintaining acceptable credit
ratings, as well as receipt of required and appropriate governmental approvals. If we were unable to complete construction or
expansion of a project, we may not be able to recover our investment in the project.

We face competition for transmission projects, which could adversely affect our rate base growth.

FERC Order 1000, issued in July 2011, establishes certain procedural and substantive requirements relating to participation,
cost allocation and non-incumbent developer aspects of regiconal and inter-regional electric transmission planning

activities. The PPL Electric transmission business, operating under a FERC-approved PJM Open Access Transmission Tariff
(OATT), is subject to competition pursuant to FERC Order 1000 from entities that are not incumbent PIM transmission
owners with respect to the construction and ownership of transmission facilities within PJM. Increased competition can
result in lower rate base growth.

We conld be subject to higher costs and/or penalties related to Pennsylvania Conservation and Energy Efficiency
Programs.

PPL Electric is subject to Act 129 which contains requirements for energy efficiency and conservation programs and for the
use of smart metering technology, imposes PLR electricity supply procurement rules, provides remedies for market
misconduct, and made changes to the existing Alternative Energy Portfolio Standard. The law also requires electric utilities
to meet specified goals for reduction in customer electricity usage and peak demand. Utilities not meeting these Act 129
requirements are subject to significant penalties that cannot be recovered in rates. Numerous factors outside of our control
could prevent compliance with these requirements and result in penalties to us.
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We are or may be subject to costs of remediation of environmental contamination at facilities owned or operated by PPL
Electric or its former subsidiaries.

We may be subject to liability for the costs of environmental remediation of property now or formerly owned by us with
respect to substances that we may have generated regardless of whether the liabilities arose before, during or after the time
we owned or operated the facilities. We also have current or previous ownership interests in sites associated with the
production of manufactured gas for which we may be liable for additional costs related to investigation, remediation and
monitoring of these sites. Remediation activities associated with cur former manufactured gas plant operations are one
source of such costs. Citizen groups or others may bring litigation regarding environmental issues including claims of
various types, such as property damage, personal injury and citizen challenges to compliance decisions on the enforcement of
environmental requirements, which could subject us to penalties, injunctive relief and the cost of litigation. We cannot
predict the amount and timing of all future expenditures (including the potential or magnitude of fines or penalties) related to
such environmental matters, although they could be material.

Risks Related to All Segments
(All Registrants)

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

Energy consumption is significantly impacted by overall levels of economic activity and costs of energy supplies. Economic
downturns or periods of high energy supply costs can lead to changes in or the development of legislative and regulatory
policy designed to promote reductions in energy consumption and increased energy efficiency, alternative and renewable
energy sources, and distributed or self-generation by customers. This focus on conservation, energy efficiency and self-
generation may result in a decline in electricity demand, which could in turn adversely affect our business.

We could be negatively affected by rising interest rates, downgrades to our credit ratings, adverse credit market conditions
or other negative developments in our ability to access capital markets.

In the ordinary course of business, we are reliant upon adequate long-term and short-term financing te fund our significant
capital expenditures, debt service and operating needs. As a capital-intensive business, we are sensitive to developments in
interest rates, credit rating considerations, insurance, security or collateral requirements, market liquidity and credit
availability and refinancing opportunities necessary or advisable to respond to credit market changes. Changes in these
conditions could result in increased costs and decreased availability of credit.

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

Credit ratings assigned by Moody's and S&P to our businesses and their financial obligations have a significant impact on the
cost of capital incurred by our businesses. A ratings downgrade could increase our short-term borrowing costs and
negatively affect our ability to fund liquidity needs and access new long-term debt at acceptable interest rates. See "Item 7,
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations - Financial Condition -
Liquidity and Capital Resources - Ratings Triggers” for additional information on the financial impact of a downgrade in our
credit ratings.

Disruption in financial markets could adversely affect our financial condition and results of operations.

Our businesses are heavily dependent on credit and access to capital, among other things, for financing capital expenditures.
Regulations under the Dodd-Frank Act in the U.S. and Basel III in Europe may impose costly additional requirements on the
businesses of others with whom we contract, such as banks or other counterparties, or simply result in increased costs to
conduct our business or access sources of capital and liquidity upon which the conduct of our businesses is dependent.

Our operating revenues could fluctuate on a seasonal basis, especially as a result of extreme weather conditions.

Our businesses are subject to seasonal demand cycles. For example, in some markets demand for, and market prices of,
electricity peak during hot summer months, while in other markets such peaks occur in cold winter months, As a result, our
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overall operating results may fluctuate substantially on a seasonal basis if weather conditions such as heat waves, extreme
cold, unseasonably mild weather or severe storms occur. The patterns of these fluctuations may change depending on the
type and location of our facilities.

Operating expenses could be affected by weather conditions, including storms, as well as by significant man-made or
accidental disturbances, including terrorism or natural disasters.

Weather and these other factors can significantly affect our profitability or operations by causing outages, damaging
infrastructure and requiring significant repair costs. Storm outages and damage often directly decrease revenues and increase
expenses, due to reduced usage and restoration costs.

Our businesses are subject to physical, market and economic risks relating to potential effects of climate change.

Climate change may produce changes in weather or other environmental conditions, including temperature or precipitation
levels, and thus may impact consumer demand for electricity. In addition, the potential physical effects of climate change,
such as increased frequency and severity of storms, floods, and other climatic events, could disrupt our operations and cause
us to incur significant costs to prepare for or respond to these effects. These or other metecrological changes could lead to
increased operating costs, capital expenses or power purchase costs. Greenhouse gas regulation could increase the cost of
electricity, particularly power generated by fossil fuels, and such increases could have a depressive effect on regional
economies. Reduced economic and consumer activity in our service areas -- both generally and specific to certain industries
and consumers accustomed to previously lower cost power -- could reduce demand for the power we generate, market and
deliver. Also, demand for our energy-related services could be similarly lowered by consumers’ preferences or market
factors favoring energy efficiency, low-carbon power sources or reduced electricity usage.

We cannot predict the outcome of the legal proceedings and investigations currently being conducted with respect to our
current and past business activities. An adverse determination could have a material adverse effect on our financial
condition, results of operations or cash flows.

We are involved in legal proceedings, claims and litigation and subject to ongoing state and federal investigations arising out
of our business operations, the most significant of which are summarized in "Federal Matters” in Note 6 and "Legal Matters,"
"Regulatory Issues” and "Environmental Matters - Domestic" in Note 13 to the Financial Statements. We cannot predict the
ultimate outcome of these matters, nor can we reasonably estimate the costs or liabilities that could potentially result from a
negative outcome in each case,

Significant increases in our operation and maintenance expenses, including health care and pension costs, could
adversely affect our future earnings and liquidity.

We continually focus on limiting and reducing our operation and maintenance expenses. However, we expect to continue to
face increased cost pressures in our operations. Increased costs of materials and labor may result from general inflation,
increased regulatory requirements (especially in respect of environmental regulations), the need for higher-cost expertise in
the workforce or other factors. In addition, pursuant to collective bargaining agreements, we are contractually committed to
provide specified levels of health care and pension benefits to certain current employees and retirees. We provide a similar
Ievel of benefits to our management employees. These benefits give rise to significant expenses. Due to general inflation
with respect to such costs, the aging demegraphics of our workforce and other factors, we have experienced significant health
care cost inflation in recent years, and we expect our health care costs, including prescription drug coverage, to continue to
increase despite measures that we have taken and expect to take to require employees and retirees to bear a higher portion of
the costs of their health care benefits. In addition, we expect to continue to incur significant costs with respect to the defined
benefit pension plans for our employees and retirees. The measurement of our expected future health care and pension
obligations, costs and liabilities is highly dependent on a variety of assumptions, most of which relate to factors beyond our
control. These assumptions include investment returns, interest rates, health care cost trends, inflation rates, benefit
improvements, salary increases and the demographics of plan participants. If our assumptions prove to be inaccurate, our
future costs and cash contribution requirements to fund these benefits could increase significantly,

We may be required to record impairment charges in the future for certain of our investments, which could adversely
affect our earnings.

Under GAAP, we are required to test our recorded goodwill and indefinite-lived intangible assets for impairment on an
annual basis, or more frequently if events or circumstances indicate that these assets may be impaired. Although no

ppl10k-2015 Final as Filed.docx 23



impairments were recorded based on our annual review in the fourth quarter of 2015, we are unable to predict whether future
impairment charges may be necessary.

We also review our long-lived tangible and finite-lived intangible assets, including equity investments, for impairment when
events or circumstances indicate that the carrying value of these assets may not be recoverable. Although no impairment
charges have been recorded related to the Company's continuing operations during the reporting periods, we are unable to
predict whether impairment charges, or other losses on sales of other assets or businesses, may occur in future years.

We may incur liahilities in connection with discontinued operations.

In connection with various divestitures, and certain other transactions, we have indemnified or guaranteed parties against
certain liabilities. These indemnities and guarantees relate, among other things, to liabilities which may arise with respect to
the period during which we or our subsidiaries operated a divested business, and to certain ongoing contractual relationships
and entitlements with respect to which we or our subsidiaries made commitments in connection with the divestiture. See
"Guarantees and Other Assurances™ in Note 13 to the Financial Statements.

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

The conduct of our physical and commercial operations subjects us to many risks, including risks of potential physical injury,
property damage or other financial liability, caused to or by employees, customers, contractors, vendors, contractual or
financial counterparties and other third parties.

Our facilities may not operate as planned, which may increase our expenses and decrease our revenues and have an
adverse effect on our financial performance.

Operation of power plants, transmission and distribution facilities, information technology systems and other assets and
activities subjects us to a variety of risks, including the breakdown or failure of equipment, accidents, security breaches,
viruses or outages affecting information technology systems, labor disputes, obsolescence, delivery/transportation problems
and disruptions of fuel supply and performance below expected levels. These events may impact our ability to conduct our
businesses efficiently and lead to increased costs, expenses or losses. Operation of our delivery systems below our
expectations may result in lost revenue and increased expense, including higher maintenance costs which may not be
recoverable from customers. Planned and unplanned outages at our power plants may require us to purchase power at then-
current market prices to satisfy our cornmitments or, in the alternative, pay penalties and damages for failure to satisfy them.

Although we maintain customary insurance coverage for certain of these risks, no assurance can be given that such insurance
coverage will be sufficient to compensate us in the event losses occur.

We are subject to risks associated with federal and state tax laws and regulations.

Changes in tax law as well as the inherent difficulty in quantifying potential tax effects of business decisions could negatively
impact our results of operations. We are required to make judgments in order to estimate our obligations to taxing
authorities, These tax obligations include income, property, gross receipts and franchise, sales and use, employment-related
and other taxes. We also estimate our ability to utilize tax benefits and tax credits. Due to the revenue needs of the
jurisdictions in which our businesses operate, various tax and fee increases may be proposed or considered. We cannot
predict whether such tax legislation or regulation will be introduced or enacted or the effect of any such changes on our
businesses. If enacted, any changes could increase tax expense and could have a significant negative impact on our results of
operations and cash flows.

We are required to obtain, and to comply with, governmnent permits and approvals.

We are required to obtain, and to comply with, numerous permits, approvals, licenses and certificates from governmental
agencies. The process of obtaining and renewing necessary permits can be lengthy and complex and can sometimes result in
the establishment of permit conditions that make the project or activity for which the permit was sought unprofitable or
otherwise unattractive. In addition, such permits or approvals may be subject to denial, revocation or modification under
various circumstances. Failure to obtain or comply with the conditions of permits or approvals, or failure to comply with any
applicable laws or regulations, may result in the delay or temporary suspension of our operations and electricity sales or the
curtailment of our power delivery and may subject us to penalties and other sanctions. Although various regulators routinely
renew existing licenses; renewal could be denied or jeopardized by various factors, including failure to provide adequate
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financial assurance for closure; failure to comply with environmental, health and safety laws and regulations or permit
conditions; local community, political or other opposition; and executive, legislative or regulatory action.

Our cost or inability to obtain and comply with the permits and approvals required for our operations could have a material
adverse effect on our operations and cash flows. In addition, new environmental legislation or regulations, if enacted, or
changed interpretations of existing laws may elicit claims that historical routine modification activities at our facilities
violated applicable laws and regulations. In addition to the possible imposition of fines in such cases, we may be required to
undertake significant capital investments in pollution control technology and obtain additional operating permits or
approvals, which could have an adverse impact on our business, results of operations, cash flows and financial condition.

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

War, terrorist attacks and unrest have caused and may continue to cause instability in the world's financial and commercial
markets and have contributed to high levels of volatility in prices for oil and gas. In addition, unrest in the Middle East could
lead to acts of terrorism in the United States or elsewhere, and acts of terrorism could be directed against companies such as
ours. Armed conflicts and terrorism and their effects on us or our markets may significantly affect our business and results of
operations in the future. In addition, we may incur increased costs for security, including additional physical plant security
and security personnel or additional capability following a terrorist incident.

We are subject to counterparty performance, credit or other risk in their provision of goods or services to us, which could
adversely affect our ability to operate our facilities or conduct business activities.

We purchase from a variety of suppliers energy, capacity, fuel, natural gas, transmission service and certain commodities
used in the physical operation of our businesses, as well as goods or services, including information technology rights and
services, used in the administration of our businesses. Delivery of these goods and services is dependent on the continuing
operational performance and financial viability of our contractual counterparties and also the markets, infrastructure or third-
parties they use (o provide such goods and services to us. As a result, we are subject to the risks of disruptions, curtailments
or increased costs in the operation of our businesses if such goods or services are unavailable or become subject to price
spikes or if a counterparty fails to perform. Such disruptions could adversely affect our ability to operate our facilities or
deliver our services and coilect our revenues, which could result in lower sales and/or higher costs and thereby adversely
affect our results of operations. The performance of coal markets and producers may be the subject of increased counterparty
risk to LKE, LG&E and KU currently due to weaknesses in such markets and suppliers. The coal industry is subject to
increasing competitive pressures from natural gas markets and new or more stringent environmental regulation, including
greenhouse gases or other air emissions, combustion byproducts and water inputs or discharges. Consequently, the coal
industry faces raised production costs or closed customer markets.

ITEM 1B. UNRESOLVED STAFF COMMENTS

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

None.
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ITEM 2. PROPERTIES

U.K. Regulated Segment (PPL)

For a description of WPD's service territory, see "Item 1. Business - Genera] - Segment Information - U.K. Regulated
Segment.” WPD has electric distribution lines in public streets and highways pursuant to legislation and rights-of-way
secured from property owners. At December 31, 2015, WPD's distribution system in the UK. includes 1,748 substations
with a total capacity of 71 million kV A, 56,562 circuit miles of overhead lines and 81,824 underground cable miles.

Kentucky Requlated Segment (PPL, LKE, LG&E and KU)

LG&E's and KU's properties consist primarily of regulated generation facilities, electric transmission and distribution assets
and natural gas transmission and distribution assets in Kentucky. The capacity of generation units is based on a number of
factors, including the operating experience and physical condition of the units, and may be revised periodically to reflect
changed circumstances. The electric generating capacity at December 31, 2015 was:

LKE LG&E KU
Total MW Ownership or % Ownership Ownership or % Ownership  Ownership or
Capacity COther Interest or Other Other Interest or Other Other Interest
Primary Fuel/Plant Sununer in MW Interest in MW Interest in MW
Coal
Ghent - Units 1- 4 coviverriernnnensaran 1,919 1,919 100.00 1,919
Mill Creek - Units 1- 4 c.oocviaeananans 1,465 1,465 100.00 1,465
E.W. Brown - Units I-3............... 682 682 100.00 682
Trimble County - Unit 1 (a) ......... 511 383 75.00 383
Trimble County - Unit 2 (2) ..cceeuve 732 549 14.25 104 60.75 445
OVEC - Clifty Creek () +eveveevensns 1,164 95 5.63 66 2.50 29
OVEC - Kyger Creek (b) .ecviieecians 956 78 5.63 54 2.50 24
‘1,429 5,171 2,072 3,099
Natural Gas/Oil
EW.BrownUnitS () ..ccoeenninnnnnn 130 130 53.00 69 47.00 61
E.W, Brown Units 6 - 7 ..coveaverarans 292 292 38.00 111 62.00 181
E.W. Brown Units 8- 11 (¢) cereceues 484 484 100.00 484
Trimble County Units 5 - 6...uuvenns 318 318 29.00 92 71.00 226
Trimble County Units 7 - 10......... 636 636 37,00 235 63.00 401
Paddy’s Run Units 11 - 12............. 35 35 100.00 35
Paddy's Run Unit I3 .........cccorvene 147 147 53.00 78 47.00 69
Haefling - Units 1 - 2 ....vvveeenreeene. 24 24 100.00 24
Zorn Unit......comvvsvrermmenenssisseiein 14 14 100.00 14
Cane Run Unit 7ueveemeucsssssnernnnnnns 642 642 22.00 141 78.00 501
Cane Run Unit 11 .oovvvvirenreanioninns 14 14 100.00 14
2,736 2,736 789 1,947
Hydro
Chio Falls - Units 1-8 .....c.cceemreees 58 58 100.00 58
Dix Dam - Units 1-3.....cccemmucennns 32 32 100.00 32
90 90 58 32
TOtaA] eevnrarirsrrnrensnrosasssesssrrssnnsnnans 10,255 1997 2919 5,078

(a} Trimble County Unit 1 and Trimble County Unit 2 are jointly owned with Illinois Municipal Electric Agency and Indiana Municipal Power Agency.
Each owner is entitled to its proportionate share of the units' total output and funds its proportionate share of capital, fuel and other operating costs.
See Note 12 to the Financial Statements for additional information.

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

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

For a description of LG&E's and KU's service areas, see "Item 1. Business - General - Segment Information - Kentucky
Regulated Segment.” At December 31, 2015, LG&E's transmission system included in the aggregate, 46 substations (32 of
which are shared with the distribution system) with a total capacity of 8 million kVA and 677 pole miles of lines. LG&E's
distribution system included 97 substations (32 of which are shared with the transmission system) with a total capacity of 5
million kV A, 3,899 circuit miles of overhead lines and 2,482 underground cable miles. KU's transmission system included
138 substations {58 of which are shared with the distribution system) with a total capacity of 14 million kVA and 4,078 pole
miles of lines. KU's distribution system included 479 substations (58 of which are shared with the transmission system) with
a total capacity of 7 million kVA, 14,049 circuit miles of overhead lines and 2,408 underground cable miles.

ppl10k-2015 Final as Filed.docx 26



LG&E's natural gas transmission system includes 4,337 miles of gas distribution mains and 398 miles of gas transmission
mains, consisting of 265 miles of gas transmission pipeline, 120 miles of gas transmission storage lines, 14 miles of gas
combustion turbine lines and one mile of gas transmission pipeline in regulator facilitics. Five underground natural gas
storage fields, with a total working natural gas capacity of approximately 15 Bef, are used in providing natural gas service to
ultimate consumers. KU's service area includes an additional 11 miles of gas transmission pipeline providing gas supply to
natural gas combustion turbine electricity generating units.

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

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

Pennsylvania Requiated Segment (PPL and PPL Electric)

For a description of PPL Electric's service territory, see "Item 1. Business - General - Segment Information - Pennsylvania
Regulated Segment." PPL Electric has electric transmission and distribution lines in public streets and highways pursuant to
franchises and rights-of-way secured from property owners. At December 31, 2015, PPL Electric's transmission system
includes 46 substations with a total capacity of 25 million kVA and 5,297 circuit miles in service. PPL Electric's distribution
system includes 353 substations with a total capacity of 13 million kVA, 37,256 circuit miles of overhead lines and 8,410
underground circuit miles. All of PPL Electric's facilities are located in Pennsylvania. Substantially all of PPL Electric's
distribution properties and certain transmission properties are subject to the lien of the PPL Electric 2001 Mortgage
Indenture. See Note 7 to the Financial Statements for additional information.

See Note 8 to the Financial Statements for information on the Regional Transmission Line Expansion Plan,
ITEM 3. LEGAL PROCEEDINGS

See Notes 5, 6 and 13 to the Financial Statements for information regarding legal, tax litigation, regulatory and
environmental proceedings and matters.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

See "Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Qperations - Financial
Condition - Liquidity and Capital Resources - Forecasted Uses of Cash" for information regarding certain restrictions on the
ability to pay dividends for all Registrants.

PPL Corporation

Additional information for this item is set forth in the sections entitled "Quarterly Financial, Common Stock Price and
Dividend Data,” "Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters" and "Shareowner and Investor Information" of this report. At January 31, 2016, there were 60,137 common stock
shareowners of record.

There were no purchases by PPL of its common stock during the fourth quarter of 2015.

PPL Electric Utilities Corporation

There is no established public trading market for PPL Electric's common stock, as PPL owns 100% of the outstanding
common shares. Dividends paid to PPL on those common shares are determined by PPL Electric's Board of Directors. PPL
Electric paid common stock dividends to PPL of $181 million in 2015 and $158 million in 2014.

LG&E and KU Energy LL.C

There is no established public trading market for LKE's membership interests. PPL owns all of LKE's outstanding
membership interests. Distributions on the membership interests will be paid as determined by LKE's Board of Directors,
LKE made cash distributions to PPL of $219 million in 2015 and $436 million in 2014,

Louisville Gas and Electric Company

There is no established public trading market for LG&E's common stock, as LKE owns 100% of the outstanding common
shares. Dividends paid to LKE on those commeon shares are determined by LG&E's Board of Directors. LG&E paid
common stock dividends to LKE of $119 million in 2015 and $112 million in 2014,

Kentuncky Utilities Company

There is no established public trading market for KU’s commen stock, as LKE owns 100% of the outstanding common

shares. Dividends paid to LKE on those common shares are determined by KU's Board of Directors. KU paid common
stock dividends to LKE of $153 million in 2015 and $148 million in 2014,
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA

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

Income Items (in millions)

OPerating rEVEIUES ....c..ocoovevveereeeeescssrvarsssrevasresessessness $ 7,669 3 7852 % 7263 % 6,356 % 6,329
Operaling inCOME .....co.vvvriveriririrrimimsssesssesserssssanse 2,831 2,867 2,561 2,228 1,659
Income from continuing operations after income taxes

attributable t0 PPL shareOWners .....ccoveeereeerereresserssensens 1,603 1,437 1,368 1,114 683
Income (loss) from discontinued operations (net of

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

Balance Sheet Items (in millions)

Total assets (A)(f)..ccuecnmariirerereeererrrrrres e ssrsrr s neasens 39,301 48,606 45,889 43,509 42,536
Short-term debt () ...ccoocerr e e 916 836 701 296 178
Long-term debt (d)(f).....ocecreereerereenrecereemeereeerecesececneeenns 19,048 18,054 18,269 16,120 14,879
Noncontrolling interests........ev e eeeeereicecriereesssnesrrinn 18 268
Common equity (f} ..c.ccccreeeecrcreeceecrrnrreesesrsveersir s 9919 13,628 12,466 10,480 10,828
Total capitalization (£) ......ccoveeeecevercrinesninsrerenseneen 29,883 32,518 31,436 26914 26,153
Financial Ratios
Return on common equity - % (B)(h) .ovevriccrcceneeeieennas 5.8 13.0 9.8 13.8 14.9
Ratio of earnings to fixed charges (€)......ccocecevercevarnnna. 2.8 2.8 24 2.1 1.7
Common Stock Data
Number of shares outstanding - Basic (in thousands)
Year-end ....cocovvvverevrreieresiccs st ee e rnere vnre s 673,857 665,849 630,321 581,944 578,405
Weighted-average . .....ooviivievcneccrcresareveessenrsseaseses 669,814 653,504 608,983 580,276 550,395
Income from continuing operations after income taxes

available to PPL common shareowners - Basic EPS ... $ 238 §$ 2,19 § 224 §$ 191 § 1.24
Income from continuing operations after income taxes

available t¢ PPL common shareowners - Diluted

EPS ottt st st e s e an e snesn e $ 237 $ 216 $ 212 § 1.90 § 1.23
Net income available to PPL common shareowners -

Basic EPS .. 3 101 § 264 § 1.85 § 2.61 $ 27
Net income available to PPL common shareowners -

Diluted EPS ...ttt e $ 1.01 $ 261 § 1.76 $ 260 § 2.70
Dividends declared per share of common stock ............. $ 1.50 % 149 § 147 § 144 § 1.40
Book value per share (f) «.occecveeeeecvniecnieneeict e $ 1472 $ 2047 § 1978 § 18.01 $ 18,72
Market price per Share .........ooveuenrnveririiceeecenee e $ 3413 3% 3633 % 30.09 % 2863 § 2042
Dividend payout ratio - % (£)(h) coeeveevrcrervvcrierieseiinenens 149 57 84 55 52
Dividend yield -« %8 (1) .coccveeercie e essssessassssens 4.4 4.1 4.9 5.0 4.8
Price earnings ratio (2)(h){) .....coocivvvrcecncrcsecieeeeaneneneens 338 139 17.1 11.0 10.9

Sales Data - GWh

Domestic - Electric energy supplied - wholesale............. 2,241 2,365 2,383 2,304 3,550
Domestic - Electric energy delivered - retail .................. 67,798 68,569 67,848 66,931 67,806
U.K. - Electric energy delivered........ccoovvemvreernrainrnnn. 75,907 75,813 78,219 77,467 58,245

(a) The earnings each year were affected by several items that management considers special. See "Results of Qperations - Segment Earnings” in "Item 7.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" for a description of special items in 2015, 2014
and 2013. The earnings were alse affected by the spinoff of PPL Energy Supply and thé sale of the Montana hydroelectric generating facilities, See
Note 8 to the Financial Statements for a discussion of discontinued aperations in 2015, 2014 and 2013.

(b) Seec;'llgem 1A. Risk Factors" and Notes 1, 6 and 13 to the Financial Statements for a discussion of uncertainties that could affect PBL's future financial

1tion, .

(c) g(())?l includes eight menths of WPD Midlands activity following the April I, 2011 acquisition, as PPL consolidates on a one-month lag.

(d)  All years reflect the retrospective adoption of new accounting guidance related to the presentation of debt issuance costs and deferred taxes. See
Note ] to the Financial Statements for additional information.

(e) Computed using eamings and fixed charges of PPL and its subsidiaries. Fixed charges consist of interest of on short and long-term debt, amortization
of debt discount, expense and premium-net, other interest charges, the estimated interest component of operating rentals and preferred securities
distributions of subsidiaries. See Exhibit 12(a) for additional information,

(f) 2015 reflects the impact of the spinoff of PPL Energy Supply and a $3.2 billicn related dividend.

(s) Based on diluted EPS.

{h) 2015 includes an $879 million loss on the spinoff of PPL Energy Supply, reflecting the difference between PPL's recorded value for the Supply
segment and the estimated fair value determined in accordance with the applicable accounting rules under GAAP. 2015 also includes five months of
Supply segment earnings, compared to 12 menths in 2014.

(i) Based on year-end market prices,
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ITEM 6. SELECTED FINANCIAL AND OPERATING DATA

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

Itemn 6 is omitted as PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (I)(1)(a) and (b)
of Form 10-K.

ppl10k-2015 Final as Filed.docx 30



Item 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations

{All Registrants)

This "Item 7. 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’ Financial Statements and the accompanying Notes.
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:

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.

o "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, "Non-GAAP Financial Measures", "Earnings
from Ongoing Operations” and "Margins" provide explanations of non-GAAP measures used and reconciliations to
the most directly comparable GAAP measure. "Statement of Income Analysis" addresses significant changes in
principal line items on the Statements of Income, comparing 2015 with 2014 and 2014 with 2013,

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

»

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

s "Application of Critical Accounting Policies” provides an overview of the accounting policies that are particularly
important to the results of operations and financial condition of the Registrants and that require their management to
make significant estimates, assumptions and other judgments of inherently uncertain matters,

Overview
For a description of the Registrants and their businesses, see "Item 1. Business."

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. On June 1, 2015, the spinoff was completed. See "Financial and
Operational Developments - Other Financial and Operational Developments - Spinoff of PPL Energy Supply" below for
additional information.

Business Strategy
{All Registrants)

Following the June 1, 2015 spinoff of PPL Energy Supply, PPL completed its strategic transformation to a fully regulated
business model consisting of seven diverse, high-performing utilities. These utilities are located in the U.K., Pennsylvania
and Kentucky and each jurisdiction has different regulatory structures and customer classes. The Company believes this
diverse portfolio provides strong earnings and dividend growth potential that will create significant value for its shareowners
and positions PPL well for continued growth and success.
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PPL's businesses of WPD, PPL Electric, LG&E and KU plan to achieve this growth by providing efficient, reliable and safe
operations and strong customer service, maintaining constructive regulatory relationships and achieving timely recovery of
costs. These businesses are expected to achieve strong, long-term growth in rate base and RAYV, as applicable, driven by
planned significant capital expenditures to maintain existing assets and 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.
Additionally, significant transmission rate base growth is expected through 2020 at PPL Electric.

For the U.S. businesses, our strategy is to recover capital project costs efficiently through various rate-making mechanisms,
including periodic base rate case proceedings using forward test years, annual FERC formula rate mechanisms and other
regulatory agency-approved recovery mechanisms designed to limit regulatory lag. In Kentucky, the KPSC has adopted a
series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, gas supply clause and recovery on construction
work-in-progress) that reduce regulatory lag and provide timely recovery of and return on, as appropriate, prudently incurred
costs. In addition, the KPSC requires a utility to obtain a CPCN prior to constructing a facility, unless the construction is an
ordinary extension of existing facilities in the usual course of business or does not involve sufficient capital outlay to
materially affect the utility's financial condition. Although such KPSC proceedings do not directly address cost recovery
issues, the KPSC, in awarding a CPCN, concludes that the public convenience and necessity require the construction of the
facility on the basis that the facility is the lowest reasonable cost alternative for addressing the need. In Pennsylvania, the
FERC transmission formula rate, DSIC mechanism, Smart Meter Rider and other recovery mechanisms are in place to reduce
regulatory lag and provide for timely recovery of and a return on prudently incurred costs.

Although rate base growth in the domestic utilities is expected to result in strong earnings growth for the foreseeable future,
PPL does not expect significant earnings growth from the U.K. Regnlated segment under the RIIO-ED1 price control period,
which began on April 1, 2015, Although the U.K. Regulated segment also projects strong RAV growth, earnings from this
segment are expected to be relatively flat from 2015 to 2017 during the transition to RIIQ-ED1. Higher revenues resulting
from the fast-track bonus are partially offset by higher levels of revenue profiling in the prior price control period (DPCRS)
and a lower return on regulatory equity. In addition, starting in 2017, the amount of incentive revenues WPD is able to earn
is expected to decline as a result of more stringent reliability and customer service targets established by Ofgem under RIIO-
ED1. See "Item 1. Business - General - Segment Information - U.K. Regulated Segment” for additional information on
revenues under RIIO-ED1.

To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is
to maintain their 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, as applicable, related 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.

As discussed above, a key component of this strategy is to maintain constructive relationships with our regulators in all
jurisdictions in which we operate (U.K., U.S. federal and state). This is supported by our strong culture of integrity and
delivering on commitments to our customers, regulators and shareowners, and a commitment to continue to improve our
customer service, reliability and efficiency of operations.

{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 I, 2015 spinoff of PPL Energy Supply, PPL has no continuing ownership interest in or control of Talen
Energy and Talen Energy Supply (formerly, PPL Energy Supply).

See "Item 1. Business," "Item 1 A. Risk Factors" and "Financial and Operational Developments - Other Financial and
Operational Developments - Cost of Spinoff” and "Loss on Spinoff” below for additional information,

Financial and Operational Developments

Earnings (PPL)

PPL's earnings by reportable segment were as follows:
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$ Change

2015 2014 2013 2015 vs, 2014 2014 vs, 2013
U.K. Regulated $ 121 % 982 3% 922 3 139 % 60
Kentucky Regulated 326 312 307 14 5
Pennsylvania Regulated 252 263 209 (11) 54
Corporate and Other (a) (96) (120) (68) 24 (52)
Discontinued QOperations (b) 920y 300 (2400 (1,221) 540
Net Income $ 682 § 1,737 % 1,130 % (1,055) % 607

(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 results. 2015 and 2014 include costs related to the spinoff of PPL Energy Supply.
See Note 8 to the Financial Statements for additional information,

(b) As aresult of the spinoff of PPL Energy Supply, substantially representing PPL’s Supply segment, the earnings of the Supply segment are included in
Discentinued Operations. 2015 includes 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 the applicable accounting rules under GAAP. See Note 8 1o the Financial
Statements for additional information. 2013 excludes $2 million which has been classified as discontinued operations in the Kentucky Regulated
segment,

PPL's Earnings from Ongoing Operations by reportable segment were as follows:

$ Change
2015 2014 2013 2015 v, 2014 2014 vs. 2013
U.K. Regulated $ 98 $ 907 $ 855 % 61 $ 52
Kentucky Regulated 343 312 304 31 8
Pennsylvania Regulated 252 265 209 (13) 56
Corporate and Other (a)(b) (74) (135) (118) 61 (17)
Earnings from Ongoing Operations $ 1,489 % 1,349 § 1,250 § 140 % 99

(a) 2014 and 2013 were adjusted to include costs that were previously allocated to the Supply segment that would remain with PPL after the completion of
the transaction, if left unmitigated. See "Non-GAAP Financial Measures - Reconciliation of Earnings from Ongoing Operations” below for an
itemization of special items impacting Corporate and Other.

(b) Costs were lower in 2015 compared with 2014, primarily due to the benefits of corporate restructuring. Costs were higher in 2014 compared with
2013, primarily due to higher long-term debt interest expense,

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

See "Results of Operations” below for further discussion of PPL's results of operations, details of special items by reportable
segments and analysis of the consolidated results of operations.

2016 Qutiook
(PPL)

Excluding special items, higher carnings are expected in 2016 compared with 2015. This increase is primarily attributable to
increases in the Kentucky Regulated and Pennsylvania Regulated segments. The following projections and factors
underlying these projections (on an after-tax basis) are provided for PPL's segments and the Corporate and Other category
and the related Registrants.

(PPL's U.K. Regulated Segment)

Excluding special items, relatively flat earnings are projected in 2016 compared with 2015, due to higher financing costs,
depreciation expense, currency, taxes and other expenses, partially offset by lower operation and maintenance expense,
including pension expense, and higher gross margins. The 2016 foreign currency exposure for this segment is 95% hedged at
an average rate of $1.56 per pound.

(PPL's Kentucky Regulated Segment and LKE, LG&FE and KU)
Excluding special items, higher earnings are projected in 2016 compared with 2015, primarily driven by electric and gas base

rate increases effective July 1, 2015, and higher returns on additional environmental capital investments, partially offset by
higher depreciation expense and higher financing costs,
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{PPL’s Pennsylvania Regulated Segment and PPL Electric)

Excluding special items, higher earnings are projected in 2016 compared with 2015, primarily driven by a distribution base
rate increase effective January 1, 2016, and higher transmission margins, partially offset by higher depreciation expense,
higher financing costs and a benefit received in 2015 from the release of a gross receipts tax reserve.

(PPL's Corporate and Other Category)
Excluding special items, costs are projected to be relatively flat in 2016 compared with 2015.
(All Registrants)

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

Other Financial and Operational Developments

Regulatory Requirements
(PPL, LKE, LG&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, MATS and the Clean Power Plan. See "Financial Condition -
Environmental Matters" below for additional information on the CCRs requirements and Note 13 to the Financial Statements
for a discussion of the other significant environmental matters. These and other stringent environmental requirements have
led PPL, LKE, L.G&E and KU to retire approximately 800 megawatts of coai-fired generating plants in Kentucky. In
September 2015, KU retired two coal-fired units, with a combined summer capacity rating of 161 MW, at the Green River
plant. LG&E retired a 240 MW coal-fired unit in March 2015 and two additional coal-fired units, with a combined summer
capacity rating of 323 MW, in June 2015 at the Cane Run plant. KU retired a 71 MW coal-fired unit at the Tyrone plant in
2013. The retirement of these units is not expected to have a material impact on the financial condition or results of
operations of PPL, LKE, LG&E and KU.

Also as a result of the environmental requirements discussed above, LKE projects $1.9 billion ($1.0 billion at KU and $0.9
billien at LG&E) in environmental capital investment over the next five years. See PPL's "Financial Condition - Forecasted
Uses of Cash - Capital Expenditures”, Note 6 and Note 13 for additional information,

(All Registrants)

The Registrants cannot predict the impact that future regulatory requirements may have on their financial condition or results
of operations,

(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. In June 2015, the spinoff was completed. See Note § to the Financial
Statements for additional information relating to the transaction.

Loss on Spinoff

In conjunction with the accounting for the spinoff, PPL evaluated whether the fair value of the Supply segment's net assets
was less than the carrying value as 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
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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 valve 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 the appropriateness of 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 Weiphting (in billions)
Talen Energy Market Value 50% 5 1.4
Income/Discounted Cash Flow 30% 1.1
Alternative Market (Comparable Company) 20% 0.7
Estimated Fair Value $ 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 had 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 sharcholder 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 sharcholder, 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
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 in the second quarter
of 2015, 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 of $36 million for employee separation benefits were recorded related to 306
positions. Of this amount, $16 million related to 112 Energy Supply positions and is reflected in discontinued operations.
The remaining $20 million is primarily reflected in "Other operation and maintenance” on the PPL Consolidated Statements
of Income. In 20135, the organizational structures were finalized for both PPL and Talen Energy which resulted in an
additional charge of $10 million for employee separation benefits. Of this amount, $2 million related to Energy Supply
positions and is reflected in discontinued operations. The remaining $8 million is reflected in "QOther operation and
maintenance" on the PPL Consolidated Statements of Income. The separation benefits include cash severance compensation,
lump sum COBRA reimbursement payments and outplacement services. At December 31, 2015 and 2014, the recorded
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liabilities related to the separation benefits were $13 million and $20 million, which are included in "Other current liabilities"
on the Balance Sheets.

Additional employee-related costs incurred primarily included accelerated stock-based compensation and prorated
performance-based cash incentive and stock-based compensation awards, primarily for PPL Energy Supply employees and
for PPL 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 in 20135, which are reflected in discontinued
operations.

PPL recorded $45 million and $27 million of third-party costs related to this transaction in 2015 and 2014. Of these costs,
$32 million and $19 million were primarily for bank advisory, legal and accounting fees to facilitate the transaction, and are
reflected in discontinued operations. An additional $13 million and $8 million of consulting and other costs wete incurred in
2015 and 2014, related to the formation of the Talen Energy organization and to reconfigure the remaining PPL service
functions. These costs are recorded primarily in "Other operation and maintenance” on the Statements of Income. No
significant additional third-party costs are expected to be incurred.

At the close of the transaction in 2015, $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 interest expense and reflected in discontinued operations.

As a result of the June 2014 spinoff announcement, PPL recorded $50 million of deferred income tax expense in 2014, to
adjust valuation allowances on defetred tax assets primarily for state net operating loss carryforwards that were previously
supported by the future earnings of PPL Energy Supply.

Discontinued Operations

The operations of PPL's Supply segmeat are included in "Income (Loss) from Discontinued Operations (net of income
taxes)" on the Statements 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 liabilities 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 in the June 1, 2015
spinoff of PPL Energy Supply.

See Note 8 to the Financial Statements for additional information related to the spinoff of PPL Energy Supply, including the
components of Discontinued Operations.

(PPL)
RIO-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 RIIQ-ED1 were
accepted as submitted, or "fast-tracked." Fast tracking afforded several benefits to the WPD DNOs including the ability to
collect additional revenue equivalent to 2.5% of Totex during the eight-year price control period (approximately $43 million
annually). greater revenue certainty and a higher level of cost savings retention. See "Item 1. Business - Segment
Information - U.K. Regulated Segment” for additional information on RIIO-ED1.

U.K. Depreciation
Effective January 1, 2015, after compleling 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 GAAP reporting of depreciation expense. For

2015, this change in useful lives resulted in lower depreciation expense of $84 million ($66 million after-tax or $0.10 per
share).
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U.K. Distribution Revenue Reduction

In December 2013, WPD and other U.K. DNOs announced agreements with the U.K. Department of Energy and Climate
Change and Ofgem to a reduction of £5 per residential customer of electricity distribution revenues that otherwise would
have been collected in the regulatory year beginning April 1, 2014. Full recovery of the revenue reduction, together with the
associated carrying cost will occur in the regulatory year beginning April 1, 2016, Under GAAP, WPD does not record a
receivable for under recovery of regulated income {which this reduction represents), as a result earnings for the U.K.
Regulated segment were adversely affected by $15 million in 2015 and $31 million in 2014. PPL projects earnings in 2016
will be positively affected by $32 million and earnings for 2017 will be positively affected by $17 million.

U.K. Tax Rate Change

In November 2015, the U.K. Summer 2015 Budget was enacted, which reduces the U.K.'s statutory income tax rate from
20% to 19% effective April 1, 2017 and from 19% to 18% effective April 1, 2020. As a result of these changes, PPL reduced
its net deferred tax liabilities and recognized a deferred tax benefit of approximately $90 million (4% effective tax rate
impact) in 2015.

Discount Rate Change for U.K. Pension Plans

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

(PPL and PPL Electric)
Rate Case Proceedings

On March 31, 2015, PPL Electric filed a request with the PUC to increase its annual distribution revenue requirement by
approximately $167.5 million. The application is based on a fully projected future test year of January 1, 2016 through
December 31, 2016. On September 3, 2015, PPL Electric filed with the PUC Administrative Law Judge a petition for
approval of a settlement agreement resolving all issues in the case. On November 19, 2015, the PUC issued its final order
approving the settlernent agreement. Under that agreement, PPL Electric was permitted to increase its annual distribution
rates by $124 million, effective January 1, 2016.

On March 31, 2015, PPL Electric filed a petition requesting a waiver of the DSIC cap 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 the Administrative Law Judge granted PPL Electric's request to consolidate
these two proceedings. Under the terms of the settlement agreement discussed above, PPL Electric agreed to withdraw the
petition without prejudice to filing it at a later date.

Regional Transmission Expansion Plan

In July 2014, PPL Electric announced Project Compass, a proposal to construct a new multi-state transmission line, On
October 27, 20135, PPL Electric filed an interconnection application with the New York Independent System Operator for the
first segment of the project which contains a proposed 95-mile, $500 million to $600 million line between Blakely,
Pennsylvania, and Ramapo, New York. The proposed line is intended to provide significant economic benefits for electricity
customers in New York and also to provide grid reliability and grid security benefits for electricity customers in both states,
The construction is proposed to begin in 2019 and be in operation by 2023. There will be numerous approvals required,
including, among others, the public ntility commissions of Pennsylvania and New York, the New York Independent System
Operator, PIM, and FERC. As originally proposed in 2014, Project Compass would have run from western Pennsylvania
into New York and New Jersey and also south into Maryland, covering approximately 725 miles at an estimated cost of $4
billion to $6 billion. The project has been revised to include about 475 miles of transmission line in Pennsylvania and New
York at an estimated cost of $3 billion to $4 billion. Beyond this segment, no schedule is proposed for the rest of the project.
There can be no assurance that this segment of Project Compass will be approved as proposed. Additionally, PPL Electric is
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continuing to study the project and may modify it in the future. The capital expenditures related to this project are excluded
from the Capital Expenditures table included in "Liquidity and Capital Resources-Forecasted Uses of Cash" below.

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 provided 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 formnla 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. During the fourth quarter of 2015, the FERC approved the
settlement agreement resclving 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 August 2015, KU filed a partial settlement agreement with the nine terminating municipalities,
resolving all but one open matter with one municipality. The settlement was approved by FERC in the fourth quarter of
2015, including authorizing the agreed-upon refunds, approving the formula rate with a true-up provision, and authorizing a
10.25% return on equity. Refunds to both the remaining municipals and the departing municipals were issued during the
fourth quarter of 20135 totaling $3.4 million. A single remaining unresolved issue with one terminating municipality is in
FERC litigation proceedings. Hearings on the dispute were conducted in January 2016 and preliminary rulings on the matter
may occur in mid- or Jate-2016. KU cannot predict the ultimate outcome of this remaining FERC proceeding, but the
amounts under continuing dispute are not estimated to be significant.

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

On June 30, 2015, the KPSC approved a rate case settlement agreement providing for increases in the annual revenue
requirements associated with KU base electricity rates of $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 KU's
retirement of Green River Units 3 and 4. The new regulatory asset will be amortized over three years. The settlement also
provides regulatory asset treatment for the difference between pension expense calculated in accordance with LG&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.

On June 30, 2015, KU filed an application with the VSCC to increase annual Virginia base electricity revenue by
approximately $7 million, representing an increase of 10.1%. On December 3, 2015, KU and other parties filed a proposed
settlement with the VSCC. On February 2, 2016, the VSCC issued an order approving the settlement. The settlement
provides for annual electric base revenues of $6 million and establishes an authorized return on equity range of 9.5% to
10.5% for annual rate review purposes. The new rates became effective February 15, 2016.

Results of Operations
(PPL)

The discussion for PPL provides a review of results by reportable segment. The "Non-GAAP Financial Measures"
discussion provides explanations of non-GAAP financial measures and a reconciliation of non-GAAP financial measures to
the most comparable GAAP measure. The "Statement of Income Analysis" discussion addresses significant changes in
principal line items on PPL’s Statements of Income, comparing year-to-year changes. "Segment Earnings, Non-GAAP
Financial Measures 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
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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"

addresses significant changes in principal line items on the Statements of Income comparing year-to-year changes.
"Earnings, Margins and Statement of Income Analysis" are presented separately for PPL Electric, LKE, LG&E and KU.

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

Segment Earnings

U.K. Regulated Segment

The U.K. Regulated segment 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 to U.S. dollars, and certain
costs, such as U.S. income taxes, administrative costs, and allocated financing costs. The U.K. Regulated segment represents
70% of PPL's Income from Continuing Operations After Income Taxes for 2015 and 42% of PPL's assets at December 31,
2015.

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

Change
2015 2014 2013 2015 vs. 2014 2014 vs. 2013
Operating revenues $ 2410 § 2621 8 2403 § 211) $ 218
Other operation and maintenance 477 482 499 3) (17)
Depreciation 242 337 300 95) 37
Taxes, other than income 148 157 147 (9) 10
Total operating expenses 867 976 945 (109) 30
Cther Income (Expense) - net 123 127 3% “) 166
Interest Expense 417 461 425 (44) 36
Income Taxes 128 329 71 (201) 258
Net Income 1,121 082 922 139 60
Less: Special ltems 153 75 67 73 8
Earnings from Ongoing Operations 3 968 3 907 3 855 § 61 § 52

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

Income Statement

Line Item 2015 2014 2013
Other Income
Foreign cummency-related economic hedges, net of tax of ($30), ($68), $15 (2) (Expense) - net L3 55 % 127 % (29)

WPD Midlands acquisition-related adjustments:
Other operation

Separation benefits, net of tax of $0, $0, $1 and maintenance (4)

Cther acquisition-related adjustments, net of tax of ($1), $0, (32) 2 8
Other:

Change in U.K. tax rate (b) Income Taxes 78 84

Windfall Profits Tax litigation (c) Income Taxes 43

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

Change in WPD line loss accrual, net of tax of $0, $13, $10 () Operating Revenues (52) (35)
Total $ 153 % 758 67

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

(b) The U.K. Finance Acts of 2015 and 2013 reduced the U.K.'s statutory income tax rates. As a result, PPL reduced its net deferred tax liability and
recognized a deferred tax benefit in 2015 and 2013. See Note 5 to the Financial Statements for additional information.

(c) InMay 2013, the U.S. Supreme Court reversed the December 2011 ruling by the U.S. Court of Appeals for the Third Circuit concerning the
creditability of the UK, Windfall Profits Tax for U.S. Federal income tax purposes. As a result, PPL recorded an income tax benefit in 2013, See
Note 5 to the Financial Statements for additional information.

(d) Relates to the 2015 settlement of the IRS audit for the tax years 1998-2011. See Note 5 to the Financial Statements for additional information.
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(e) In 2013, WPD Midlands increased its line loss liability for DCPR4 based on additienal information provided by Ofgem regarding the calculation. In
March 2014, Ofgem issued its final decision on the DPCR4 line loss incentives and penalties mechanism. As a result, WPD increased its existing
liability for over-recovery of line losses. See Note 6 to the Financial Statements for additional information,

The changes in the components of the U.K. Regulated segment's results between these periods were due to the factors set
forth below, which reflect amounts classified as U.K. Gross Margins, the items that management considers special and the
effects of movements in foreign currency exchange, including the effects of foreign currency hedge contracts, on separate
lines and not in their respective Statement of Income line itetns.

2015 vs, 2014 2014 vs. 2013

UK
Gross margins $ 110y 3 94
Other operation and maintenance (14) 44
Depreciation 76 (19)
Interest expense 3 (15)
CGther (5) 4
Income taxes 48 (24)
U.s.
Interest expense and other 12 4
Income taxes 55 41y
Foreign currency exchange, after-tax (4) 5
Earmnings from Ongoing Operations 61 52
Special items, after-tax 78 8
Net Income 3 139 3 60
UK.

e See "Non-GAAP Financial Measures - Margins - Changes in Margins" for an explanation of U.K. Gross Margins.

s Lower other operation and maintenance in 2014 compared with 2013 primarily due to $38 million from lower pension
expense.

» Lower depreciation expense in 2015 compared with 2014 primarily due to an $84 million impact of an extension of the
network asset lives. See Note 1 to the Financial Statements for additional information.

» Higher depreciation expense in 2014 compared with 2013 primarily due to PP&E additions, net.
» Higher interest expense in 2014 compared with 2013 primarily due to an Qctober 2013 debt issuance.

e Lower income taxes in 2015 compared with 2014 primarily due to $25 million from lower U.X. tax rates and $11 million
from lower pre-tax income.

» Higher income taxes in 2014 compared with 2013 primarily due to higher pre-tax income.
U.s.
* Lower income taxes in 2015 compared with 2014 primarily due to decreases in taxable dividends.

* Higher income taxes in 2014 compared with 2013 primarily due to a $19 million increase primarily in taxable dividends
and a $19 million benefit in 2013 related to an IRS ruling regarding 2010 U.K. eamnings and profits calculations.

Kentucky Regulated 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 ailocated to the Kentucky Regulated segment, The Kentucky Regulated segment represents 20% of PPL's Income
from Continuing Operations After Income Taxes for 2015 and 35% of PPL's assets at December 31, 2015.
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Net Income and Earnings from Ongoing Operations include the following results.

Change
2015 2014 2013 2015 vs. 2014 2014 vs. 2013
Operating revenues 5 3,115 & 3168 § 2976 % (33) $ 192
Fuel 863 965 896 (102) 69
Energy purchases 184 253 217 (69) 36
Cther operation and maintenance 837 815 778 22 37
Depreciation 382 354 334 28 20
Taxes, other than income 57 52 48 5 4
Total operating expenses 2323 2.439 2,273 (116 166
Other Income (Expense) - net (13} (9) (7 @ (2)
Interest Expense 232 219 212 13 7
Income Taxes 221 189 179 32 10
Inceme (Loss) from Discontinued Operations (net of income taxes) 2 (2)
Net Income 326 312 307 14 5
Less: Special liems (17) 3 (17) (3
Earnings from Ongoing Operations 3 343 $ 312 % 34§ il $ 8

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

Income Statement

Line Item 2015 2014 2013
Certain valuation allowances (a) Income Taxes 3 (12
Acquisition-related adjustment, net of tax of $0, $0, $0 (b) Cther Income (Expense) - net (5)
Discontinued operations (c) Discontinued Operations 3 2
Adjustment to investment, net of tax of $0, $0, $0 (d) Other Income (Expense) - net 1
Total $§ 079 3 3

(&) Recorded at LKE and represents a valuation allowance against tax credits expiring in 2016 through 2020 that are more likely than not to expire before
being utilized.

(b) Recorded at PPL and allocated to the Kentucky Regulated segment. The amount represents a settlement between E.ON AG (a German corporation and
the indirect parent of E.ON US Investments Corp., the former parent of LKE) and PPL for a tax matter.

(¢} Recorded at LKE.

(d) Recorded by KU.

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

2015 vs. 2014 2014 vs. 2013
Kentucky Gross Margins $ 88 3 78
Other operation and maintenance 20 (35)
Depreciation (1) (14)
Taxes, other than income €)) (3)
Other Income (Expense) - net 1 (1)
Interest Expense (13) (6))
Income Taxes (20) (10
Earnings from Ongoing Operations | 8
Special Items, after-tax (a7 3
Net Income $ 14 3 5

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

» Higher other operation and maintenance in 2015 compared with 2014 primarily due to $14 million of higher pension
expense and $11 million of higher costs related to the Cane Run units' retirements consisting of an inventory write-down
and separation benefits, partially offset by $7 million of lower storm costs and lower bad debt expense of $6 million.

e Higher other operation and maintenance in 2014 compared with 2013 primarily due to $14 million of higher expenses due
to the timing and scope of scheduled generation maintenance outages, $9 million of higher bad debt expense and higher
storm expenses of $8 million.
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¢ Higher depreciation in 2014 compared with 2013 due to additions to PP&E, net.

¢ Higher interest expense in 2015 compared with 2014 primarily due to the issuance of $550 million of incremental First
Mortgage Bonds by LG&E and KU in September 2015 and higher interest rates on $500 million of First Mortgage Bonds
refinanced by LG&E and KU.

» Higher interest expense in 2014 compared with 2013 primarily due to $22 million of higher expense resulting from the
issuance of $500 million of First Mortgage Bonds in November 2013 and higher short-term debt balances partially offset
by a $10 million loss on extinguishment of debt in 2013 related to the remarketing of the PPL Capital Funding Junior
Subordinated Notes component of the 2010 Equity Units and simultaneous exchange into Senior Notes in the second
quarter of 2013, and a $5 million decrease due to lower rates on the related Senior Notes as compared with the Junior
Subordinated Notes.

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

Pennsylvania Requlated Segment

The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL
Electric. The Pennsylvania Regulated segment represents 16% of PPL's Income from Continuing Operations After Income
Taxes for 2015 and 22% of PPL's assets at December 31, 2015.

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

Change
2015 2014 2013 2015 vs. 2014 2014 vs. 2013
Operating revenues $ 2,124 § 2044 8% 1870 § 80 3 174
Energy purchases
External 657 587 588 70 03]
Intersegment 14 84 51 (0 33
Cther operation and maintenance 607 543 531 64 12
Depreciation 214 185 178 . 29 7
Taxes, other than income 94 107 103 (13) 4
Total operating expenses 1.586 1,506 1451 80 55
Other Income (Expense) - net 8 7 6 1 1
Interest Expense 130 122 108 8 14
Income Taxes 164 160 108 4 52
Net Income 252 263 209 an 54
Less: Special Items (2) 2 (2)
Eamings from Ongoing Operations S 252 % 265 $ 209 § (13) $§ 56

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

Income Statement
Line Item 2015 2014 2013

Other operation
Separation benefits, net of tax of $0, §1, $0 (a) and maintenance $ @

(@) InJune 2014, PPL Electric's largest IBEW local ratified a new three-year labor agreement. In connection with the new agreement, bargaining unit one-
time voluntary retirement benefits were recorded.

The changes in the components 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 and the item that
management considers special on separate lines and not in their respective Statement of Income line jtem.
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2015 vs. 2014 2014 vs. 2013

Pennsylvania Gross Delivery Margins $ 65 § 118
Other operation and maintenance (58) 13
Depreciation 29 )]
Taxes, other than income 18

QOther Income (Expense) - net 1 1
Interest Expense (8) (14)
Income Taxes 2 (55)
Eamings from Ongoing Operations (13) 56
Special Item, after-tax 2 (2)
Net Income $ (an 3% 54

e See "Non-GAAP Financial Measures - Margins - Changes in Margins" for an explanation of Pennsylvania Gross Delivery
Margins.

e Higher other operation and maintenance for 2015 compared with 2014 primarily due to $30 million of higher corporate

service costs allocated to PPL Electric, $11 million of higher vegetation management expenses and related costs for
additional work done by outside vendors and $5 million of higher bad debt expenses.

s Lower other operation and maintenance for 2014 compared with 2013 primarily due to $16 million of lower payroll
related expenses due to lower headcount, less maintenance projects and more focus on capital work in 2014,

s Higher depreciation for both periods primarily due to transmission and distribution additions to PP&E, net, related to the
ongoing efforts to improve reliability and replace aging infrastructure.

s Higher interest expense in 2014 compared with 2013 primarily due to the issnance of First Mortgage Bonds in July 2013
and June 2014,

¢ Lower taxes, other than income for 2015 compared with 2014 primarily due to the settlement of a 2011 gross receipts tax
audit resulting in the reversal of $17 million of previously recognized reserves.

¢ Higher income taxes in 2014 compared with 2013, primarily due to higher pre-tax income which increased income taxes
by $46 million and tax benefits related to federal and state income tax reserves of $8 million in 2013.

Non-GAAP Financial Measures

Management's Discussion and Analysis includes financial information prepared in accordance with GAAP, as well as non-
GAAP financial measures including "Earnings from Ongoing Operations” and "Gross Margins" as further described below.

Earnings from Ongoing Operations

Management utilizes "Earnings from Ongoing Operations” as a non-GAAP financial measure and it should not be considered
as an alternative to net income, which is an indicator of operating performarnce determined in accordance with GAAP. PPL
believes that Earnings from Ongoing Operations is useful and meaningful to investors because it provides management's
view of PPL's fundamental earnings performance as another criterion in making investment decisions. PPL's management
also uses Earnings from Ongoing Operations in measuring certain corporate performance goals. Other companies may use
different measures to present financial performance. Earnings from Ongoing Operations is adjusted for the impact of special
items as described below, which for all years includes the Supply segment’s earnings now reflected in discontinued
operations. Also included in special items in 2015 is the loss on spinoff, reflecting the fair value of the Supply segment being
less than PPL's recorded value as of the June 1, 2015 spinoff. Earnings from Ongoing Operations for 2014 and 2013 also
reflects, within the Corporate and Other category, the impact of spinoff dissynergies that, if not mitigated, would remain with
PPL after completion of the spinoff.
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Earnings from Ongoing Operations is adjusted for the impact of special items. Special items include:

* Unrealized gains or losses on foreign currency-related economic hedges.

« Supply segment discontinued operations.

* Gains and losses on sales of assets not in the ordinary course of business.

« Impairment charges.

« Workforce reduction and other restructuring effects.

* Acquisition and divestiture-related adjustments.

» Other charges or credits that are, in management's view, not reflective of the company's ongoing operations.

Reconciliation of Earnings from Ongoing Operations

The following tables contain after-tax gains (losses), in total, which management ¢considers special items, that are excluded
from Earnings from Ongoing Operations and a reconciliation to PPL's "Net Income (Loss)" for the years ended December 31.

2015
U.K. KY PA Corporate Discontinued
Repulated  Repulated  Regulated and Other Operations Total

Net Income (Loss) 3 1,121 § 326 % 252 § 96) $ 921) § 682
Less: Special Itemns (expense) benefit:
Foreign currency-related economic hedges 55 55
Spinoff of the Supply segment:

Discontinued operations (921) 921)

Transition and transaction costs (12) (12)

Employee transitional services (3 &)

Separation benefits (5) 5)
Other:

Change in U.K. tax rate 78 78

Settlement of certain income tax positions 18 13

WPD Midlands acquisition-related adjustment 2 2

Certain valuation allowances (12) (12)

LKE acquisition-related adjustment (5) (5)
Total Special Items 153 (17) (22) (921 {807)
Earnings from Ongoing Operations § 968 % 343 § 252 % (74) § § 1.489

2014
UK. KY PA Corporate  Discontinued
Regulated  Regulated  Regulated and Other Operations Total

Net Income (Loss) $ 982 % 312§ 263§ (120 $ 300 5 1,737
Less: Special Items (expense) benefit:
Foreign currency-related economic hedges 127 127
Spinoff of the Supply segment:

Supply segment earnings 307 307

Discontinued operations adjustments (5) 5

Change in tax valuation allowances (46) 46)

Transition and transaction costs (5) (12) an

Separation benefits (12) (12)
Other:

Change in WPD line loss accrual (52) (52)

Separation benefits (2) (2)
Total Special Ifems 75 (2) (68) 300 305
Dissynergies - spinoff of Supply segment
expense (benefit):

Indirect operation and maintenance 47 47

Interest expense 29 29

Depreciation 7 7
Total dissynergies - spinoff of Supply segment 83 83
Earnings from Ongoing Gperations (adjusted) $ 907 % 312§ 265 § (135) § § 1349
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2013

UK. KY PA Corporate  Discontinued
_Regulated _Regulated _Regulated _and Other Operations Total
Net Income {Loss) $ 922 3% 307 % 2090 3 68) $ (240) $ 1,130
Less: Special Items (expense) benefit:
Foreign currency-related economic hedges (29) (29)
Spinoff of the Supply segment:
Supply segment earnings (272) 272)
Discontinued operations adjustments (32) 32
WPD Midlands aequisition-related adjustments:
Separation benefits 4) @)
Other acquisition-related adjustments 8 8
Qther;
LKE discontinued operations 2 2
Adjustment to investment 1 1
Windfall tax litigation 43 43
Change in WPD line loss accrual (35) (35)
Change in U.K. tax rate 84 84
Total Special Items 67 3 (32) (240) (202)
Dissynergies - spinoff of Supply segment
expense (benefit);
Indirect operation and maintenance 45 45
Interest expense 30 30
Depreciation 7 7
Total dissynergies - spinoff of Supply segment 82 82
Earnings from Ongoing Operations (adjusted) $ 855 34 S8 209 3 (118) § $ 1250

Margins

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

¢ "U.K. Gross Margins" is a single financial performance measure of the electricity distribution operations of the UK.

Regulated segment. In calculating this measure, direct costs such as National Grid connection charges and Ofgem license
fees (recorded in "Other operations and maintenance expense” on the Statement of Income) are deducted from operating
revenues as they are costs passed through to customers. As a result, this measure represents the net revenues from the
delivery of electricity across WPD's distribution network in the U.K. and directly related activities.

"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 transmission and
distribution delivery operations of the Pennsylvania Regulated segment and PPL Electric. In calculating this measure,
utility revenues and expenses associated with approved recovery mechanisms, including energy provided as a PLR, are
offset with minimal impact on earnings. Costs associated with these mechanisms are recorded in "Energy purchases,"
"Other operation and maintenance,” (which are primarily Act 129 and Universal Service program costs), and "Taxes,
other than income," which is primarily gross receipts tax. This performance measure includes PLR energy purchases by
PPL Electric from PPL EnergyPlus, which are reflected in "Energy purchases from affiliate" in the reconciliation tables.
As a result of the June 2015 spinoff of PPL Energy Supply and the formation of Talen Energy, PPL EnergyPlus (renamed
Talen Energy Marketing) is no longer an affiliate of PPL Electric. PPL Electric's purchases from Talenr Energy
Marketing subsequent to May 31, 2015 are reflected in "Energy Purchases” in the reconciliation tables. This measure
represents the net revenues from the Pennsylvania Regulated segment's and PPL Electric’s electricity delivery operations.
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These measures are not intended to replace "Operating Income," which is determined in accordance with 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 Margins

The following tables contain 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 years ended December 31.

2015 2014
UK. Kentucky PA Gross U.K. Kentucky PA Gross
Gross Gross Delivery Operating Gross Gross Delivery Operating
Margins Margins _Margins Other{a) Income(b) Marpins Margins Margins Other (3a) Income (b)
Operating Revenues $ 2364 ()% 3,115 § 2124 % 66 3 7669 3 2638 (c)F 3068 § 2044 3 2§ 7852
Operating Expenses
Fuel 863 863 965 965
Energy purchases 184 657 14 855 253 587 84 924
Energy purchases from affiliate 14 (14) 34 (84)
Other operation and
maintenance 121 100 114 1,603 1,938 111 99 103 1,543 1,856
Depreciation 38 845 883 11 912 923
Taxes, other than income 4 102 193 299 2 98 217 317
Total Cperating Expenses 121 1,189 887 2,641 4,838 111 1,330 872 24672 4,985
Total § 2243 85 1926 § 1,237 § (25750 % 2831 § 2527 § 1,838 35 1,172 % (2670) $§ 2,867
2013
U.K. Kentucky PA Gross
Gross Gross Delivery Operating
Margins Margins Margins  Other (a) Income (b)
Operating Revenues $ 2404 ()% 2976 § 1870 $ I3 8§ 7263
Operating Expenses
Fuel 896 (0 895
Energy purchases 217 588 51 856
Energy purchases from affiliate 5l (51)
Other operation and
maintenance 107 97 82 1,524 1,810
Depreciation 5 838 843
Taxes, other than income 1 95 202 298
Total Operating Expenses 107 1,216 816 2,563 4,702
Total $ 2207 § 1760 5 1054 $ (2550) § 2,561
(a) Represents amounts excluded from Margins.

®
()

As reported on the Statements of Income.

2015, 2014 and 2013 exclude $46 million, $48 million and $44 million of ancillary activity revenues. 2014 and 2013 also exclude $65 million and $45

million of revenue reductions related to adjustments to WPD's Jine loss accrual related to DPCR4 which are considered special items,

Changes in Margins

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

table.
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$ Change

2015 2014 2013 2015 vs. 2014 2014 vs. 2013

UK.
U.K. Gross Margins $ 2243 % 2527 % 2297 % 284) 3 230
Impact of changes in foreign currency exchange rates (174) 136
U.K. Gross Margins excluding impact of foreign cumrency
exchange rates ] (110 $ 94
Kentucky Regulated
Kentucky Gross Margins

LG&E $ 867 % 833 § 71§ .34 8 42

KU 1,059 1,005 969 54 36
LKE 5 1926 $ 1838 § 1,760 § 38 3 78
Pennsylvania Regulated
Pennsylvania Gross Delivery Margins

Distributicn ] 842 3 837 § 803 % 5 % 34

Transmission 395 335 251 60 84
Total ] - 1,237 § 1,172 $ 1,054 § 65 § 118

U.K. Gross Margins

U.K. Gross Margins excluding the impact of changes in foreign currency exchange rates, decreased in 2015 compared with
2014 primarily due to $171 million from the April 1, 2015 price decrease resulting from the commencement of RIIO-ED1,
partially offset by $46 million from the April 1, 2014 price increase.

U.K. Gross Margins excluding the impact of changes in foreign currency exchange rates, increased in 2014 compared with
2013 primarily due to $194 million from the April 1, 2014 and 2013 price increases, partially offset by $88 million from
lower volumes due primarily to weather.

Kentucky Gross Margins

Kenti.lcky Gross Margins increased in 2015 compared with 2014, primarily due to higher base rates of $64 million ($61
million at KU and $3 million at LG&E) and returns on additional environmental capital investments of $53 million ($36
million at LG&E and $17 million at KU). The increases in base rates were the result of new rates approved by the KPSC
effective July 1, 2015. These increases were partially offset by a decrease in volumes of $28 million ($23 million at KU and
$5 million at LG&E) primarily due to milder weather during the fourth quarter of 2015.

Kentucky Gross Margins increased in 2014 compared with 2013, primarily due to returns on additional environmental capital
investments of $55 million ($27 million at LG&E and $28 million at KU) and higher volumes of $13 million ($5 million at
LG&E and $8 million at KU). The change in volumes was driven by unusually cold weather in the first quarter of 2014,
Pennsylvania Gross Delivery Margins

Distribution

Distribution margins increased in 2015 compared with 2014 primarily due to returns on additional distribution improvement
capital investments of $17 million partially offset by a $12 million benefit recorded in the first quarter of 2014 as a result of a

change in estimate of a regulatory liability.

Distribution margins increased in 2014 compared with 2013 primarily due to returns on additional distribution improvement
capital investments of $18 million and a $12 million benefit from a change in estimate of a regulatory liability.

Transmission

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

Certain Operating Revenues and Expenses Included in "Margins"”

The following Statement of Income line items are included above within "Margins" and are not discussed separately.

Operating Revenues

Fuel

Energy purchases

Oth

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

er Operation and Maintenance

Domestic:
LKE timing and scope of scheduled generation maintenance outages
LKE Cane Run retired units (a)
LKE pension expense (b)
PPL Electric Act 129 costs incurred
PPL Electric vegetation management
PPL Electric environmental costs
PPL Electric payroll-related costs (c)
Bad debts
Storm costs (d)
Separation benefits related to the spinoff of PPL Energy Supply (Note 8)

Th

ird-party costs related to the spinoff of PPL Energy Supply (Note 8)

Stock compensation expense
Corporate costs previously included in discontinued operations (e)
Other

UK.

Third-party engineering

Pension expense (f)

Engineering management

Foreign currency exchange rates (g)
Acquisition-related adjustments
National Grid exit charges

Other

(@)
b)
(c)
(d)
O]

®
(&

Represents an inventory write-down and separation benefits.

2015 vs, 2014

2014 vs. 2013

$ (183) § 589

(102) 70

(69) 68

2015 vs. 2014 2014 vs. 2013

$ m s 14
11

14 (15)

9 6

7 4)

5 1

2 (16)

7 13

(18) 26

a2 20

5 8

3 5
27

26 7

7 ©)

(14} (38)

19 3

(33) 23

(3) i2

Il 7

10 (an

3 82 3 46

The increase in 2015 compared with 2014 is attributed to the change in mortality tables and lower discount rates.
The decrease in 2014 compared with 2013 was due to lower headcount, less maintenance work and more focus on capital projects in 2014,

The increase in 2014 compared with 2013 was due to more storm events,

The increase in 2015 compared with 2014 was due to the corporate costs allocated to PPL Energy Supply (and included in discontinued operations)
prior to the spin. As a result of the spinoff on June 1, 2015, these corporate costs now remain in continuing operations.

The decrease in 2014 compared with 2013 was primarily due to lower amortization of prior period losses and an increase in expected asset retums.
The offsetting impacts from foreign currency hedging instruments are recorded in "Other Income (Expense)-net.”

Depreciation

The

increase (decrease) in depreciation was due to:

Additions to PP&E, net
Foreign currency exchange rates

Network asset useful life extension (a)
Other

Total

2015 vs. 2014 2014 vs. 2013
$ 77§ 67
(19) 18
(84)
(14) (5)
$ (a0 S 80

(a) Effective January 1, 20135, after completion of 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 resulting in lower depreciation of $84 million ($66 million after-tax or $0.10 per share).
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Taxes, Other Than Income

The increase {decrease) in taxes, other than income was due 10;

2015 vs. 2014 2014 vs, 2013

State gross receipts tax (a) $ (4 3 4
Domestic property tax expense 5 4
Foreign currency exchange rates ® 10
Other 1
Total $ (18) § 19

(a) The decrease in 2015 compared with 2014 was primarily due to the settlement of the 2011 gross receipts tax audit resulting in the reversal of $17
million of previously recognized reserves.

Other Income (Expense) - net

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

Interest Expense

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

2015 vs, 2014 2014 vs, 2013

Long-term debt interest expense (a) $ 61 § 65
Hedging activities and ineffectiveness 4) (11)
Loss on extinguishment of debt (b) (¢)] (1)
Foreign currency exchange rates (26) 19
Other 6 [¢))
Total 3 28 3 65

(@) The increase in 2015 compared with 2014 is primarily due to 2015 including interest expense related to certain PPL Energy Funding debt that was
previously associated with PPL's Supply segment and included in "Income (Loss) from Discontinued Operations {net of income taxes) in 2014.

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

(b) In March 2014, a $9 million loss was recorded related to PPL Capital Funding's remarketing and debt exchange of the junior suberdinated notes
originally issued in April 2011 as a companent of the 2011 Equity Units. In May 2013, 2 $10 million loss was recorded related to PPL Capital
Funding's remarketing and exchange of the junior subordinated notes that were originally issued in June 2010 as a component of PPL's 2010 Equity
Units.

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

2015 vs, 2014 2014 vs, 2013

Change in pre-tax income at current peried tax rates $ (18) % 151
Valuation allowance adjustments (a) (B1) 3
State deferred tax rate change (b) (16)
Federal and state tax reserve adjustments (c) 2n 48
Federal and state tax return adjustments - @ 7
U.S. income tax on foreign earnings net of foreign tax credit {(d) (55) 42
U.K. Finance Act adjustments (e) (90) 96
Impact of lower U.K. income tax rates (g) 4 (36)
Interest benefit on U.K. financing activities (I5)

Other 3 7
Total $ 227) % 332
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(a) During 2015, PPL recorded $24 million of deferred income tax expense related to deferred tax valuation allowances. PPL recorded state deferred
income tax expense of $12 million primarily related to increased Pennsylvania net operating loss carryforwards expected to be unutilized and $12
million of federal deferred income tax expense primarily related to federal tax credit carryforwards that are expected to expire as a result of lower
future taxable earnings due to the extension of bonus depreciation.

As a result of the PPL Energy Supply spinoff announcement, PPL recorded $50 million of deferred income tax expense during 2014 to adjust the
valuation allowance on deferred tax assets primarily for state net operating loss camryforwards that were previously supported by the future earnings of
PPL Energy Supply. See Note 8 for additional information on the spinoff,

During 2013, PPL recorded $23 million of state deferred income tax expense related to a deferred tax valuation allowance primarily due to a decrease
in projected future taxable income at PPL Energy Supply over the remaining carryforward period of Pennsylvania net operating losses.

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

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

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

PPL recorded a tax benefit of $7 million during 2013 to federal and state income tax reserves related to stranded cost securitization. The reserve
balance at December 31, 2013 related to stranded costs securitization was zero.
(d) During 2015, PPL recorded lower income taxes primartly due to a decrease in taxable dividends.

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

During 2013, PPL recorded $28 million of income tax expense resulting from increased taxable dividends offset by a $19 million income tax benefit
associated with a ruling obtained from the IRS impacting the recalculation of 2010 UK. earnings and profits that was reflected on an amended 2010
U.S. tax return.

(e) The U.K.'s Finance Act 2015, enacted in November 2015, reduces the UK. stattory income Lax rate from 20% to 19% effective April 1, 2017 and
from 19% to 18% effective April 1, 2020. As a result, PPL reduced its net deferred tax liabilities and recognized a $90 million deferred tax benefit in
2015 related to both rate decreases,

The U.K.'s Finance Act 2013, enacted in July 2013, reduced the U.K. statutory income tax rate from 23% to 21% effective April 1, 2014 and from 21%
to 20% effective April 1, 2015, As aresult, PPL reduced its net deferred tax liabilities and recognized a $97 million deferred tax benefit in 2013
related to both rate decreases.

See Note 5 to the Financial Statements for additional information on income taxes.
Income (Loss) from Discontinued Operations (net of income taxes)
Income (Loss) from Discontinued Operations (net of income taxes) for all periods presented, primarily includes the results of

operations of PPL Energy Supply, which was spun off from PPL on June 1, 2015 and substantially represents PPL's former
Supply segment. See "Discontinued Operations” in Note 8 to the Financial Statements for additional information.

PPL Electric: Earnings, Margins and Statement of Income Analysis

Earnings

2015 2014 2013
Net Income $ 252§ 263 % 209
Special item, gain (loss), after-tax 2)

Excluding a special item, earnings decreased for 2015 compared with 2014 primarily due to higher other operation and
maintenance expense and higher depreciation expense, partially offset by returns on additional transmission and distribution
improvement capital investments and the release of a gross receipts tax reserve.

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

The table below quantifies the changes in the components of Net Income between these periods, which reflectamounts
classified as Pennsylvania Gross Delivery Margins and an item that management considers special on separate lines within

the table and not in their respective Statement of Income line items.
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Pennsylvania Gross Delivery Margins
Other operation and maintenance
Depreciation

Taxes, other than income

Cther Income (Expense) - net

Interest Expense

Income Taxes

Special Items, after-tax

Net Income

Margins

2015 vs. 2014

2014 vs, 2013

$ $ 118
(58) 13
(29) (N
18
1
(&) (14}
@) (55)
2 2)
3 (1) 3 54

"Pennsylvania Gross Delivery Margins" is a non-GAAP financial performance measure that management utilizes as an
indicator of the performance of its business. See PPL's "Results of Operations - Margins" for information on why
management believes this measure is useful and for explanations of the underlying drivers of the changes between periods.

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

2015 2014
PA Gross PA Gross
Delivery Operating Delivery Operating
Marpins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 2,124 3 2,124 % 2,044 $ 2,044
Operating Expenses
Energy purchases 657 657 587 587
Energy purchases from affiliate 14 14 84 84
Other operation and
maintenance 114 493 607 103 % 440 543
Depreciation 214 214 i85 185
Taxes, other than income 102 (8) 94 98 9 107
Total Operating Expenses 887 699 1,586 872 634 1,506
Total $ 1,237 (699) 3 538 % 1,172 § 639) $ 538
2013
PA Gross
Delivery Operating
Margins Other (a) Income (b)
Operating Revenues $ 1,870 3 1,870
Qperating Expenses
Energy purchases 588 588
Energy purchases from affiliate 51 51
Other operation and
maintenance 82 449 531
Depreciation 178 178
Taxes, other than income 95 8 103
Total Operating Expenses 316 635 1451
Total ' $ 1,054 (635) $§ 419

(a) Represents amounts excluded from Margins.
(b)  As reported on the Statements of Income,

Statement of Income Analysis --

Certain Operating Revenues and Expenses Included in "Pennsylvania Gross Delivery Margins"

The following Statement of Income line items and their related increase (decrease) are included above within "Pennsylvania
Gross Delivery Margins” and are not discussed separately.
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2015 vs, 2014 2014 vs. 2013

Operating revenues $ 80 5 174
Energy purchases 70 (N
Euergy purchases from affiliate (70) 33

Other Operation and Maintenance

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

2015 vs. 2014 2014 vs. 2013

Act 129 costs incurred $ 9 % 6
Vegetation management 7 4}
Payroll-related costs (a) 2 (16)
Corporate service costs (b) a0 7
Storm costs {c) (an 18
Bad debts 13 4
Environmental costs 5 1
Other 9 @)
Total ) 64 § 12

(a) The decrease in 2014 compared with 2013 was due to lower headcount, less maintenance work and more focus on capital projects in 2014.

(b) The increase in 2015 compared with 2014 was due to higher corporate support costs charged to Electric Utilities, primarily as a result of the spinoff of
PPL Energy Supply.

(c) The increase in 2014 compared with 2013 was due to more storm events,

Depreciation

Depreciation increased by $29 million in 2015 compared with 2014, and by $7 million in 2014 compared with 2013,
primarily due to additions to PP&E, net, related to the ongoing efforts to improve reliability and replace aging infrastructure.

Taxes, Other Than Income

Taxes, other than income decreased by $13 million in 2015 compared with 2014 primarily due to the settlement of a 2011
gross receipts tax audit resulting in the reversal of $17 million of previously recognized reserves.

Interest Expense

Interest expense increased by $8 million in 2015 compared with 2014, primarily due to debt issuances in October 2015 and
June 2014. Interest expense increased by $14 million in 2014 compared with 2013, primarily due to debt issuances in June
2014 and July 2013.

Income Taxes

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

2015 vs. 2014 2014 vs. 2013

Change in pre-tax income at cument period tax rates 3 1 3 4
Federal and state tax reserve adjustments 3 8
Federal and state tax return adjustments 3) 2
Depreciation not normalized 2

Other 1 )
Total $ 4 3 52

See Note 5 to the Financial Statements for additional information on income taxes.
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LKE: Earnings, Margins and Statement of Income Analysis

Earnings

2015 2014 2013
Net Income $ 64 % 344 % 347
Special items, gains (losses), after-tax (12) 3

Excluding special items, earnings increased in 2015 compared with 2014 primarily due to higher base rates and returns on
additional environmental capital investments partially offset by higher other operation and maintenance expense, income
taxes, financing costs and lower sales volume. The increases in base rates were the result of new rates approved by the KPSC
effective July 1, 2015. The change in sales volume was due to milder weather during the fourth quarter of 2015.

Earnings in 2014 compared with 2013 decreased primarily due to higher other operation and maintenance expense driven by
the timing and scope of scheduled generation maintenance outages, higher bad debt expense, storm-related expenses, higher
financing costs and higher depreciation expense partially offset by returns on additional environmental capital investments
and higher sales volumes. The changes in sales volumes were driven by unusually cold weather in the first quarter of 2014.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins and certain items that management considers special on separate lines within the table and not in their
respective Statement of Income line items. See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated
segment” for details of the special items.

2015 vs. 2014 2014 vs. 2013

Margins b 88 3 78
Other operation and maintenance (21) (35)
Depreciation N (14)
Taxes, other than income (3) 3
Other Income (Expense)-net 1 n
Interest Expense (id) 22)
Income Taxes (18) 3)
Special items, after-tax (12) (3
Total 3 20§ (3)
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.”

2015 2014

Operating Operating

Margins Other (a) Income (b) Marpins Other () Income (b)
Operating Revenues $ 3115 $ 3,115 % 3,168 $ 3,168

Operating Expenses

Fuel 863 863 965 965
Energy purchases 184 184 253 253
Other operation and maintenance 100 % 737 837 99 3 716 815
Depreciation 38 344 382 11 343 354
Taxes, other than income 4 53 57 2 50 52
Total Operating Expenses 1,189 1,134 2,323 1,330 1,109 2,439
Total $ 1,926 $ (1,134) § 792 $ 1,838 b (1,108) § 729
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2013

Qperating

Margins Other (3) Income (b)
Operating Revenues $ 2,976 $ 2,976

Operating Expenses

Fuel 896 896
Energy purchases 217 217
Other operation and maintenance 97 3 681 778
Depreciation 5 329 334
Taxes, other than income 1 47 48
Total Operating Expenses 1,216 1,057 2,273
Total $ 1,760 § (1,057) % 703

(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) are included above within "Margins" and
are not discussed separately.

2015 vs. 2014 2014 vs. 2013

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

Other Operation and Maintenance

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

2015 vs. 2014 2014 vs, 2013

Pension (a) $ 14 3 (15)
Cane Run retired units (b) 11

Storm costs €)) 8
Bad debts {6) 9
Plant operations (c) (2) 7
Timing and scope of scheduled generation maintenance outages (1) 14
Other 13 14
Total $ 22 3 37

(a) The increase in 2015 compared with 2014 is attributed to the change in mortality tables and lower discount rates,

(b) Represents an inventory write-down and separation benefits.

(c) Includes $8 million reduction of costs in 2015 due to the retirement of Cane Run and Green River units partially offset by $6 million for Cane Run 7
operations.

Depreciation

Depreciation increased by $28 million in 2015 compared with 2014 and by $20 million in 2014 compared with 2013
primarily due to additions to PP&E, net.

Interest Expense

Interest expense increased by $14 million in 2015 compared with 2014 primarily due the issuance of $550 million of
incremental First Mortgage Bonds by LG&E and KU in September 2015 and higher interest rates on $500 million of First
Mortgage Bonds refinanced by LG&E and KU.

Interest expense increased by $22 million in 2014 compared with 2013 primarily due to the issuance of $500 million of First
Mortgage Bonds in November 2013 and higher short-term debt balances in 2014,
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Income Taxes

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

2015 vs. 2014 2014 vs. 2013

Higher pre-tax book income at current period tax rates $ 19 8 1
Certain Valuation Allowances (a) 12

QOther (1) 2
Total $ 30 § 3

(a) Management considers this a special item. See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated Segment” for details of this
item.

See Note 5 to the Financial Statements for additional information on income taxes.
LG&E: Earnings, Margins and Statement of Income Analysis
Earnings

2015 2014 2013

Net Income 3 185 §% 169 § 163

Earnings in 2015 compared with 2014 increased primarily due to returns on additional environmental capital investments
partially offset by higher income taxes, financing costs and lower sales volume. The change in sales volume was due to
milder weather during the fourth quarter of 2015.

Earnings in 2014 compared with 2013 increased primarily due to returns on additional environmental capital investments and
higher sales volume partially offset by higher operation and maintenance driven by storm-related expenses, financing costs,

depreciation and income tax expense. The changes in sales volume were driven by unusually cold weather in the first quarter
of 2014,

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins within the table and not in their respective Statement of Income line items.

2015 vs. 2014 2014 vs. 2013

Margins 3 34 3 42
Other operation and maintenance 3) (4)
Depreciation 9 ]
Taxes, other than income (2)

Other Income (Expense) - net (3) M
Interest Expense & (15)
Income Taxes an ®
Total 3 16 § 6
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 pericds. 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 2and a reconciliation to "Operating Income."
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2015 2014

Operating Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues $ 1,444 3 1,444  § 1,533 $ 1,533
Operating Expenses
Fuel 329 329 404 404
Energy purchases 186 186 244 244
Other operation and maintenance 2 3 335 377 47 3 332 379
Depreciation 18 144 162 4 153 157
Taxes, other than income 2 26 28 1 24 25
Total Operating Expenses 577 505 1,082 700 509 1,209
Total $ 867 § (505) § 62 3 813 % (509) $ 324
2013
Operating
Margins Other (a) Income (b)
Operating Revenues 3 1,410 $ 1,410
Operating Expenses
Fuel 367 367
Energy purchases 205 205
Other operation and maintenance 45  $ 328 373
Depreciation 2 146 148
Taxes, other than income 24 24
Total Operating Expenses 619 408 1,117
Total 3 791 § 498) 3% 293

(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) are included above within "Margins" and
are not discussed separately.

2015 vs. 2014 2014 vs. 2013

Retail and wholesale $ (38) $ 94
Electric revenue from affiliate (51) 29
Fuel (75) 37
Energy purchases (64) 35
Energy purchases from affiliate 6 4

Other Operation and Maintenance

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

2015 vs. 2014 2014 vs. 2013

Cane Run retired units (a) $ 11

Pension (b) 6 8 (an
Plant operations (c) (12) 3
Storm costs “4) 4
Bad debts (3 3
Other 7
Total 3 2) § 6

(a) Represents an inventory write-down and separation benefits.
(b) The increase in 2015 compared with 2014 is attributed to the change in mortality tables and Tower discount rates,
(c) Includes $6 million reduction of costs in 2015 due to the retirement of Cane Run units,

Depreciation

Depreciation increased by $5 million in 2015 compared with 2014 and by $9 million in 2014 compared with 2013 primarily
due to additions to PP&E, net.

ppl10k-2015 Final as Filed.docx 56



Interest Expense

Interest expense increased by $8 million in 2015 compared with 2014 primarily due to the issuance of $300 million of
incremental First Mortgage Bonds in September 2015 and higher interest rates on $250 million of First Mortgage Bonds
refinanced by LG&E.

Interest expense increased by $15 million in 2014 compared with 2013 primarily due to the issuance of $250 million of First
Mortgage Bonds in November 2013 and amortization of a fair market value adjustment of $7 million in 2013.

Income Taxes

Income taxes increased by $11 million in 2015 compared with 2014 and increased by $9 million in 2014 compared with 2013
primarily due to the change in pre-tax income at current period tax rates.

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

KU: Earnings, Margins and Statement of Income Analysis

Earnings
2015 2014 2013
Net Income b 234 3 220 % 228
Special items, gains (losses), after tax 1

Earnings in 2015 compared with 2014 increased primarily due to higher base rates and returns on additional environmental
capital investments partially offset by higher other operation and maintenance expense, depreciation and lower sales volume.
The increases in base rates were the result of new rates approved by the KPSC effective July 1, 2015. The change in sales
volume were due to milder weather during the fourth quarter of 2015.

Excluding special items, earnings in 2014 compared with 2013 decreased primarily due to higher other operation and
maintenance expense driven by the timing and scope of scheduled generation maintenance outages, higher financing costs
and higher depreciation expense partially offset by returns on additional environmental capital investments and higher sales
volumes. The changes in sales volumes were driven by unusually cold weather in the first quarter of 2014,

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts
classified as Margins and certain items that management considers special on separate lines within the table and not in their
respective Statement of Income line items. See PPL's "Results of Operations - Segment Eamings - Kentucky Regulated
segment" for details of these special items.

2015 vs. 2014 2014 vs. 2013

Margins $ 54 3 36

Other operation and maintenance 2D (26)
Depreciation (10) [€))]
Taxes, other than income (1 (3)
Other Income (Expense}) - net 2 3

Interest Expense (5) N
Income Taxes (5) (3)
Special items, after-tax (1
Total $ 14 3 (8)
Margins

"Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its
business. See PPL's "Results of Operations - Margins" for an explanation 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.”
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2015 2014

Operating Operating
Margins Other (a) Income (h) Margins Other (a) Income (b)
Operating Revenues $ 1,728 $ 1,728 3% 1,737 3 1,737
Operating Expenses
Fuel 534 534 561 561
Energy purchases 55 55 111 111
Other operation and maintenance 58 8 377 435 52 $ 356 408
Depreciation 20 200 220 7 190 197
Taxes, other than income 2 27 29 1 26 27
Total Operating Expenses 669 604 1,273 732 572 1,304
Total 3 1,059 $ 60 3 455 § 1,005 $ (572) $ 433
2013
Operating
Margins Other (a) Income (b)
Operating Revenues 3 1.635 3 1,635
Operating Expenses
Fuel 529 529
Energy purchases 81 81
Other operation and maintenance 52 % 330 382
Depreciation 3 183 186
Taxes, other than income 1 23 24
Total Operating Expenses 666 536 1,202
Total $ 99 3§ (536) 3§ 433

(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) are inciuded above within "Margins” and
are not discussed separately.

2015 vs. 2014 2014 vs. 2013

Retail and wholesale $ (15 % 98
Electric revenue from affiltate 6 4
Fuel @2n 32
Energy purchases &3] 1
Energy purchases from affiliate ’ 51) 29

Other Operation and Maintenance
The increase {decrease) in other operation and maintenance was due to:

2015 vs. 2014 2014 vs. 2013

Pension (a) ) 10 % ()]
Plant operations (b) 10 4
Timing and scope of scheduled generation maintenance outages 2 14
Bad debts 3} 5
Storm costs (3) 4
Other 11 . 8
Total 3 27 % 26

(@) The increase in 2015 compared with 2014 is attributed to the change in mortality tables and lower discount rates,
(b) Includes $5 million of Cane Run 7 operations partially offset by $2 million reduction of costs in 2015 due to the retirement of Green River units.

Depreciation

Depreciation increased by $23 million in 2015 compared with 2014 and by $11 million in 2014 compared with 2013
primarily due to additions to PP&E, net.
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Interest Expense

Interest expense increased by $35 million in 2015 compared with 2014 primarily due to the issuance of $250 million of
incremental First Mortgage Bonds in September 2015 and higher interest rates on $250 million of First Mortgage Bonds
refinanced by KU.

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

Income Taxes

Income taxes increased by $5 million in 2015 compared with 2014 primarily due to the change in pre-tax income at current
period tax rates.

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

The remainder of this Item 7 in this Form 10-K is presented on a combined basis, providing information, as applicable, for all
Registrants.

Liquidity and Capital Resources

(All Registrants)

The Registrants' cash flows from operations and access to cost effective bank and capital markets are subject to risks and
uncertainties. See "Itemn 1A, Risk Factors™ for a discussion of risks and uncertainties that could affect the Registrants’ cash

flows.

The Registrants had the following at:

PPL

PPL (a) Electric LKE LG&E KU
December 31, 2015
Cash and cash equivalents 3 836 3 47 % 30 % 19 % 11
Short-term debt 916 265 142 48
Notes payable with affiliates 54
December 31, 2014
Cash and cash equivalents 1,399 214 21 10 Il
Short-term investments 120
Short-term debt 836 575 264 236
Notes payable with affiliates 41
December 31, 2013
Cash and cash equivalents 863 25 35 8 21
Notes receivable from affiliates 150 70
Short-term debt 701 20 245 20 150

(a) At December 31, 2015, $447 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 for additional information on undistributed earnings of WPD.

{PFL)

The Statements of Cash Flows separately report the cash flows of the discontinued operations. The "Operating Activities",
"Investing Activities" and "Financing Activities" sections below include only the cash flows of continuing operations,
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(All Registrants)

Net cash provided by (used in) operating, investing and financing activities for the years ended December 31 and the changes

between periods were as follows.

2015

Operating activities
Investing activities
Financing activities

2014

Operating activities
Investing activities
Financing activities

2013

Operating activities
Investing activities
Financing activities

2015 vs. 2014 Change
Operating activities
Investing activities
Financing activities

2014 vs. 2013 Change
Operating activities
Investing activities
Financing activities

Operating Activities

2015 vs, 2014
Change - Cash Provided (Used):
Nel income
Non-cash components
Waorking capital
Defined benefit plan funding
Other operating activities
Total

2014 vs. 2013

Change - Cash Provided (Used):
Net income
Non-cash components
Working capital
Defined benefit plan funding
Other operating activities

PPL
PPL Electric LKE LG&E KU
2272 § 602 S 1.063 554 608
(3.439) (1,108) (1,203) (689) (512)
482 339 149 144 (96)
2941 § 613 § 999 371 566
(3.826) (791) (1,191) (656) (603)
262 367 178 287 27
2447 $ 523§ 920 366 495
(3,664) (1,080) (1,502) (577) (853)
2,753 442 574 197 358
(669) % (11) % 183 42
387 (317) (12) (33) 91
220 (28) (29) (143) (123)
494 % 90 3 79 5 71
(162) 289 311 (79) 250
(2.491) (75) (396) 90 (331)
The components of the change in cash provided by (used in) operating activities were as follows.
PPL
PPL Electric LKE LG&E KU

166 aan % 20 16 14
(280) 181 (184) 21 (52)
(341) (148) 335 190 152
(115) (10) (25) (13) (16)
(99) (23) (82) (€10) (56)

(669) b $ 64 183 42
69 54 % (3) 6 (8)

124 (33) 206 91 166
438 7 (129 (65) (96)

66 70 123 35 60
(203) 12 (118) (62) (51)

494 90 3§ 79 5 71

Total

(PPL)

PPL had a $669 million decrease in cash from operating activities from continuing operations in 2015 compared with 2014,
e Net income improved by $166 million between the periods, but included a decrease in net non-cash charges of $280
million. These net non-cash charges included a $238 million decrease in deferred income taxes and $65 million of
changes to the WPD line loss accrual. These decreases in non-cash charges were partially offset by $110 million of
lower unrealized gains on hedging activities. The net $114 million decrease from net income and non-cash
adjustments between the periods was primarily due to lower margins from the U.K. Regulated segment, partially

offset by higher margins from the Kentucky and Pennsylvania Regulated segments.

e The $341 million decrease in cash from changes in working capital was primarily due to a decrease in taxes payable
(primarily due to a decrease in current income tax expense in 2015), a decrease in accounts payable (primarily due
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to timing of fuel purchases and payments and unfavorable weather in 2015} partially offset by a decrease in accounts
receivable (primarily due to unfavorable weather in 2015).

o The $99 million decrease in cash provided by other operating activities was primarily due to payments of $101
million for the settlement in 2015 of forward starting interest rate swaps.

PPL had a $494 million increase in cash provided by operating activities from continuing operations in 2014 compared with
2013.

e  Net income improved by $69 million between the periods. This included an additional $124 million of net non-cash
charges, including a $279 million increase in deferred income tax expense. These non-cash charges were partially
offset by $243 million of higher unrealized gains on hedging activities.

s The $438 million increase in cash from changes in working capital was partially due to an increase in taxes payable
(primarily due an increase in current income tax expense in 2014), a change in uncertain tax positions between the
periods and lower growth in accounts receivable and a decline in unbilled revenue.

s  The $166 million decrease in cash from other operating activities was partially due to net proceeds of $104 million
for settlement in 2013 of forward starting interest rate swaps.

(PPL Electric)

PPL Electric had an $11 million decrease in cash provided by operating activities in 2015 compared with 2014,

e  Netincome decreased by $11 million between the periods and included an additional $181 million of net non-cash
charges, primarily due to increases in deferred tax expense and depreciation.

e  The $148 million decrease in cash from changes in working capital was partially due to a decrease in taxes payable
(primarily due an increase in current income tax benefits in 2015) and a decrease in accounts payable (primarily due
to milder weather and lower energy prices in December 2015), partially offset by a decrease in accounts receivable
(primarily due to milder weather in 2015, improved collection performance and higher write-offs).

*  Pension funding was $10 million higher in 2015.

PPL Electric had a $90 million increase in cash provided by operating activities in 2014 compared with 2013.
s Net income improved by $54 million between the periods. However, this included an additional $53 million of net
non-cash benefits, primarily due to a decrease in deferred income tax expense.
e  Pension funding was $70 million lower in 2014,

(LKE)

LKE had a $64 million increase in cash provided by operating activities in 2015 compared with 2014.

¢ LKE's non-cash components of net income included a $213 million decrease in deferred income taxes, partially
offset by a $28 million increase in depreciation due to additicnal assets in service in 2015. Deferred income taxes
were lower in 20135 as a large portion of the effect of accelerated tax depreciation did not result in cash as a result of
the Federal net operating losses,

s The increase in cash from changes in working capital was driven primarily by a decrease in income tax receivable as
a result of receiving payment from PPL in 2015 for the use of excess tax depreciation deductions in 2014, decreases
in accounts receivable and unbilled revenues due to milder weather in December 2015, a decrease in coal inventory
as a result of plant retirements, and a decrease in natural gas stored underground due to lower gas prices in 2015,
partially offset by a decrease in accounts payable dve to the timing of fuel purchases and payments.

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

LKE had a $79 million increase in cash provided by operating activities in 2014 compared with 2013.

e LKE's non-cash components of net income included a $195 million increase in deferred income taxes primarily due
to an increase in accelerated tax depreciation over book depreciation as a result of additional assets in service in
2014.

*  The decrease in cash from working capital was driven primarily by an increase in income tax receivable and a
decrease of income tax payable from PPL as a result of the use of excess tax depreciation deductions, and an
increase in inventory due to increased coal purchases in anticipation of a cold December similar to that of 2013,
partially offset by decreases in accounts receivable and unbilled revenues due to extended payment terms, higher
rates and colder December weather in 2013.

®  The decrease in cash from LKE's other operating activities was driven primarily by $86 million in proceeds from the
settlement of interest rate swaps received in 2013.
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(LG&E)

LG&E had a $183 million increase in cash provided by operating activities in 2015 compared with 2014,

» LG&E's non-cash components of net income included an $8 million increase in deferred income taxes and a $5
million increase in depreciation due to additional assets in service in 2015.

» The increase in cash from changes in working capital was driven primarily by a decrease in income tax receivable as
a result of receiving payment from LKE in 2015 for the use of excess tax depreciation deductions in 2014, a
decrease in accouats receivable from affiliates due to lower fuel costs for jointly owned units compared to an
increase in the prior year, a decrease in accounts receivable due to milder weather in December 2015 compared to an
increase in the prior year, a decrease in coal inventory as a result of the retirement of Cane Run coal units, and a
decrease in natural gas stored underground due to lower gas prices in 2015, partially offset by a decrease in accounts
payable due to the timing of fuel purchases and payments compared to an increase in the prior year.

e  The decrease in cash from LG&E's other operating activities was driven primarily by $44 million in payments for
the settlement of interest rate swaps.

LG&E had a $5 million increase in cash provided by operating activities in 2014 compared with 2013,

» LG&E's non-cash components of net income included a $92 million increase in deferred income taxes primarily due
to an increase in accelerated tax depreciation over book depreciation as a result of additional assets in service in
2014.

o  The decrease in cash from working capital was driven primarily by an increase in income tax receivable from LKE
as a result of the use of excess tax depreciation deductions, and an increase in accounts receivable from affiliates,
partially offset by decreases in accounts receivable and unbilled revenues due to extended payment terms, higher
rates and colder December weather in 2013.

¢ The decrease in cash from LG&E's other operating activities was driven primarily by $43 million in proceeds from
the settlement of interest rate swaps received in 2013.

(KU)

KU had a $42 million increase in cash provided by operating activities in 2015 compared with 2014,

e KU's non-cash components of net income included a $64 million decrease in deferred income taxes, partially offset
by a $23 million increase in depreciation due to additional assets in service in 2015. Deferred income taxes were
lower in 2015 as a large portion of the effect of accelerated tax depreciation did not result in cash as a result of the
Federal net operating losses.

o The increase in cash from changes in working capital was driven primarily by a decrease in income tax receivable as
a result of receiving payment from LKE in 2015 for the use of excess tax depreciation deductions in 2014, a
decrease in coal inventory as a result of the retirement of Green River coal units, and decreases in accounts
receivable and unbilled revenues due to milder weather in December 20135, partially offset by a decrease in accounts
payable to affiliates compared to an increase in the prior year due to lower fuel costs for jointly owned units and a
decrease in accounts payable due to the timing of fuel purchases and payments.

» The decrease in cash from KU's other operating activities was driven primarily by $44 million in payments for the
settlement of interest rate swaps.

KU had a $71 million increase in cash provided by operating activities in 2014 compared with 2013.

e KU's non-cash components of net income included a $155 million increase in deferred income taxes primarily due
to the utilization of net operating losses and an increase in accelerated tax depreciation over book depreciation as a
result of additional assets in service in 2014.

¢  The decrease in cash from working capital was driven primarily by an increase in income tax receivable and a
decrease of income tax payable from LKE as a result of the use of excess tax depreciation deductions, and an
increase in inventory due to increased coal purchases in anticipation of a cold December similar to that of 2013,
partiaily offset by decreases in accounts receivable and unbilied revenues due to extended payment terms, higher
rates and colder December weather in 2013 and an increase in accounts payable to affiliates.

¢ The decrease in cash from KU's other operating activities was driven primarily by $43 million in proceeds from the
settlement of interest rate swaps received in 2013.
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Investing Activities

(All Registrants)

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

PPL
PPL Electric LKE LG&E KU
2015 vs. 2014
Change - Cash Provided (Used):
Expenditures for PP&E $ 141 $ (166) $ 52 % (33) % 85
Notes receivable with affiliates
activity, net (150) (70}
Restricted cash and cash
equivalent activity (11
Purchase and sale of
investments, net 256
Other investing activities 1 (D 6 6
Total $ 387 % (317 $ (1 3 (33) 3 21
2014 vs. 2013
Change - Cash Provided (Used):
Expenditures for PP&E 3 45) § 28) $ 172 % 79 $ 251
Notes receivable with affiliates
activity, net 00 140
Restricted cash and cash
equivalent activity 17
Investment activity, net (120)
Other investing activities (14) 17 m (4))]
Total $ (162) % 289 % 311 3 (79 3 2350
(PPL)

For PPL, lower project expenditures at WPD and KU were partially offset by higher project expenditures at PPL Electric and
LG&E. The decrease in expenditures for WPD was primarily due to a decrease in expenditures to enhance system reliability
associated with the end of the DPCRS price control period and changes in foreign currency exchange rates. The decrease in
expenditures for KU was related to lower expenditures for the construction of Cane Run Unit 7 which was put into
commercial operation in June 2015, and lower expenditures for environmental air projects and CCR projects at KU's Ghent
and E.W. Brown plants. The increase in expenditures for PPL Electric was primarily due to the Northeast Pocono reliability
project, smart grid projects and other various projects, partially offset by the 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.

PPL received $136 million during 2015 from the sale of short-term investments.

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

PPL paid $120 million during 2014 from the purchase of short-term investments.

(PPL Electric)

For PPL Electric, in 2015 compared with 2014, the increase in expenditures was primarily due to the Northeast Pocono
reliability project, smart grid projects and other various projects, partially offset by the completion of the Susquehanna-

Roseland transmission project.

The changes in "Notes receivable with affiliates, net" resulted from proceeds of $150 million received in 2014 from
repayments on a note extended in 2013.

(LKE)

In comparing 2015 with 2014, cash used by investing activities increased as a result of receiving payment from PPL in 2014
for the notes receivable issued in 2013, partially offset by lower PP&E
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expenditures. An increase in expenditures for LG&E was primarily due to higher expenditures for environmental air projects
at the Mill Creck plant, partially offset by lower expenditures for the construction of Cane Run Unit 7. A decrease in
expenditures for KU was primarily due to lower expenditures for the construction of Cane Run Unit 7 which was put into
commercial operation in June 2015, and lower expenditures for environmental air projects and CCR projects at the Ghent and
the E.W. Brown plants.

In comparing 2014 with 2013, cash used by investing activities decreased as a result of the decrease in PP&E expenditures
for KU, partially offset by the increase in PP&E expenditures for LG&E. The decrease in expenditures for KU was primarily
due to lower expenditures for the construction of Cane Run Unit 7 and CCR projects at the Ghent and the E'W. Brown plants,
partially offset by higher expenditures for environmental air projects at the Ghent and the E.W. Brown plants. The increase
in expenditures for LG&E was primarily due to environmental air projects at the Mill Creek plant and the gas service riser
program, partially offset by lower expenditures for the construction of Cane Run Unit 7.

(LG&E)
In comparing 2015 with 2014, cash used by investing activities increased primarily due to higher expenditures for

environmental air projects at the Mill Creek plant, partially offset by lower expenditures for the construction of Cane Run
Unit 7 which was put into commercial operation in June 20135.

In comparing 2014 with 2013, cash used by investing activities increased as a result of the increase in expenditures primarily
due to environmental air projects at the Mill Creek plant and the gas service riser program, partially offset by lower
expenditures for the construction of Cane Run Unit 7.

(KU)

In comparing 2015 with 2014, cash used by investing activities decreased primarily due to lower expenditures for the
construction of Cane Run Unit 7 which was put into commercial operation in June 2015, and lower expenditures for
environmental air projects and CCR projects at the Ghent and the E.W, Brown plants,

In comparing 2014 with 2013, cash used by investing activities decreased as a result of the decrease in expenditures primarily
due to lower expenditures for the construction of Cane Run Unit 7 and CCR projects at the Ghent and the E.W. Brown plants,
partially offset by higher expenditures for environmental air projects at the Ghent and the E.W. Brown plants.

(All Registrants)

See "Forecasted Uses of Cash” for detail regarding projected capital expenditures for the years 2016 through 2020.

Financing Activities

{All Registrants)

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

PPL
PPL Electric LKE LG&E KU
2015 vs. 2014
Change - Cash Provided (Used):
Debt isswance/retirement, net $ 1,177  § (38) $ 150 § 300 3 250
Debt issuancefretirement, affiliate 400
Stock issuances/redemptions, net (871)
Dividends (37 (23) ()] [8)]
Capital contributions/distributions,
net 12 o4 o7 (30)
Changes in net short-term debt (a) (53) 20 (668) (366) (274)
Other financing activities 4 1 (5) (3) (3)
Total $ 220 & 28) § 29 3 (143) § (123)
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PPL

PPL Electric LKE LG&E KU
2014 vs. 2013
Change - Cash Provided (Used):
Debt issuance/retirement, net $ (1,979) $ 62 % (496) % (248) $% (248)
Stock issuancesfredemptions, et (263)
Dividends (89) BN (13) 24)
Capital contributions/distributions,
net 58 (177) 71 (66)
Changes in net short-term debt (a) (258) 40 276 279 6
Other financing activities 98 ) 1 1
Total 3 (2491 § 75 3 (396) $ 9 3 (331

(a) Includes net increase (decrease) in notes payable with affiliates.
(PPL)

In 2015, PPL required $220 million additional cash from financing activities including the WPD, LG&E and KU long-term
debt issuances in 2015, partially offset by lower common stock issuances in 2013.

In 2014, PPL required $2.5 billion less cash from financing activities including the PPL Capital Funding and WPD long-term
debt issuances in 2014, lower common stock issuances in 2014 and improvements in cash from operations of $494 million
which helped support the significant capital expenditure programs of its subsidiaries.

In 2014, financing activities also included net cash distributions of $1.2 billion to PPL from PPL Energy Supply
{discontinned operations) for the proceeds from the PPL Montana hydroelectric generation facilities sale, net of a tax liability
payment and proceeds from a tax grant.

In 2013, financing activities also included net cash contributions of $1.2 billion from PPL to PPL Energy Supply
{discontinued operations) to fund debt maturities, to repay short-term debt and to terminate the operating lease arrangement
for interests in the Montana Colstrip facility and acquire the previously leased interests.

(PPL Electric)

In 2015, PPL Electric required $28 million less cash from financing activities due to the use of cash on hand which helped
support the significant capital expenditure program.

In 2014, PPL Electric required $75 million less cash from financing activities to support its significant capital expenditure
program, primarily due to the receipt of $150 million on notes receivable from affiliates {as described in "Investing
Activities" above) and improvements in cash from operations of $90 million.

(LKE)

In comparing 2015 with 2014, cash provided by financing activities decreased as a result of the repayment of short-term debt,
partially offset by the $550 million of additional long-term debt issued by LG&E and KU in 2015 and lower distributions to
PPL.

In comparing 2014 with 2013, cash provided by financing activities decreased as a result of the $500 million long-term debt
issued by LG&E and KU in November 2013 and higher distributions to PPL, partially offset by an increase in short-term debt
and an increase in notes payable with affiliates to fund capital expenditures.

(LG&E)

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

In comparing 2014 with 2013, cash provided by financing activities increased due to an increase in short-term debt to fund

capital expenditures and an increase in contributions from LKE, offset by the $250 million of long-term debt issued in
November 2013.
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(KU)

In comparing 20135 with 2014, cash provided by financing activities decreased as a result of the repayment of short-term debt
and lower capital contributicns from LKE, partially offset by the $250 million of additional long-term debt issued in 2015.

In comparing 2014 with 2013, cash provided by financing activities decreased as a result of the $250 million long-term debt
issued in November 2013, a decrease of contributions from LKE and higher dividends to LKE.

(All Registrants)

See "Long-term Debt and Equity Securities" below for additional information on current year activity. See "Forecasted
Sources of Cash" for a discussion of the Registrants’ plans to issue debt and equity securities, as well as a discussion of credit
facility capacity available to the Registrants. Also see "Forecasted Uses of Cash" for a discussion of PPL's plans to pay
dividends on common securities in the future, as well as the Registrants’ maturities of long-term debt.

Long-term Debt and Equity Securities

Long-term debt and equity securities activity for 2015 included:

Debt Net Stock

Issuances {a) Retirements Issuances
Cash Flow Impact:
PPL $ 2,23 $ 1,000 % 203
PPL Electric 348 100
LKE (b) 1,450 900
LG&E 550 250
KU 500 250

(a) Issuances are net of pricing discounts, where applicable and exclude the impact of debt issuance costs.
(b) Issuances include a $400 million note with PPL Capital Funding, See Note 14 for additional information on intercompany borrowings.

ATM Program (PPL)

During 20135, PPL issued 1,476,700 shares of common stock under the program at an average price of $33.41 per share,
receiving net proceeds of $49 million.

See Note 7 to the Financial Statements for additional information about long-term debt and equity securities.

Auction Rate Securities (LKE, LG&E and KU)

At December 31, 2015, LG&E's and KU's tax-exempt revenue bonds in the form of auction rate securities total $231 million
(8135 million at LG&E and $96 million at KU). These bonds continue to experience failed auctions and the interest rate
continues to be set by a formula pursuant to the relevant indentures. For the period ended December 31, 2015, the weighted-
average rate on LG&E's and KU's auction rate bonds in total was 0.22% (0.20% at LG&E and 0.24% at KU).

Forecasted Sources of Cash

{All Registrants)

The Registrants expect to continue to have adequate liquidity available from operating cash flows, cash and cash equivalents,
credit facilities and commercial paper issuances. Additionally, subject to market conditions, the Registrants and their
subsidiaries may access the capital markets, and PPL Electric, LKE, LG&E and KU anticipate receiving equity contributions
from their parent or member in 2016.

Credit Facilities

The Registrants maintain credit facilities to enhance liguidity, provide credit support and provide a backstop to commercial
paper programs. Amounts borrowed under these credit facilities are reflected in "Short-term debt" on the Balance Sheets. At
December 31, 2015, the total committed borrowing capacity under credit facilities and the use of this borrowing capacity
were:
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External

Letters of
Credit
and
Commercial
Committed Paper Unased
Capacity Borrowed Issued Capacity

PPL. Capital Funding Credit Facilities $ 750 3 471 3 279
PPL Electric Credit Facility 300 1 299
LKE Credit Facility 75 3 75
LG&E Credit Facility 500 142 358
KU Credit Facilities 598 246 352
Total LKE Consolidated 1,173 5 388 710

Total U.S. Credit Facilities (a) (b) (c) 3 2223 % 5 5 860 $ 1,288
Total U.K. Credit Facilities (¢) (d) (¢} £ 1055 £ 133 £ 922

(@) The syndicated credit facilities, as well as KU's letter of credit facility, each contain a financial covenant requiring debt to total eapitalization not to
exceed 70% for PPL Capital Funding, PPL Electric, LKE, LG&E and KU, as calculated in accordance with the facility, and other customary
covenants,

(b} The commitments under the domestic 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 - 13%, PPL Electric - 12%, LKE - 21%, LG&E - 12% and
KU - 37%.

(c) Each company pays customary fees under its respective syndicated credit facility, as does KU under its letter of credit facility, and berrowings
generally bear interest at LIBOR-based rates plus an applicable margin.

(d) The facilities contain financial covenants to maintain an interest coverage ratio of not less than 3.0 times consolidated earnings before income taxes,
depreciation and amortization and total net debt not in excess of 85% of its RAV, calculated in accordance with the credit facility.

(¢) At December 31, 2015, the unused capacity under the U.K. committed credit facilities was approximately $1.4 billion. The commitments under the
U.K.'s credit facilities are provided by a diverse bank group with no ene bank providing more than 14% of the total committed capacity.

In addition to the financial covenants noted in the table above, the credit agreements governing the above credit facilities
contain various other covenants. Failure to comply with the covenants after applicable grace periods could result in
acceleration of repayment of borrowings and/or termination of the agreements. The Registrants monitor compliance with the
covenants on a regular basis. At December 31, 2015, the Registrants were in compliance with these covenants. At this time,
the Registrants believe that these covenants and other borrowing conditions will not limit access to these funding sources.

See Note 7 to the Financial Statements for further discussion of the Registrants' credit facilities.

Intercompany (LKE, LG&E and KU)

Committed Other Used Unused
Capacity Borrowed Capacity Capacity
LKE Credit Facility $ 225 % 54 $ 171
LG&E Money Pool (a) 500 ] 142 358
KU Money Pool (a) 500 48 452

(a) LG&E and KU participate in an intercompany 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 authorized a maximum aggregate short-term debt limit for each utility at
$500 million from all covered sources.

Commercial Paper (All Registrants)

PPL, 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:
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December 31, 2015 December 31, 2014

Commercial Commercial
Paper Unused Paper
Capacity Issuances Capacity Issnances

PPL Capital Funding $ 600 3 451 % 149
PPL Electric 300 300
LG&E 350 142 208 8 264
KU 350 48 302 236
Total LKE 700 190 510 500

Total PPL $ 1,600 % 641 3 959 % 500

Long-term Debt and Equity Securities

{PPL)

PPL and its subsidiaries are currently authorized to incur, subject to market conditions, up to approximately $2 billion of
long-term indebtedness in 2016, the proceeds of which would be used to fund capital expenditures and for general corporate
purposes.

PPL plans to issue not more than $200 million of common stock in 2016.

(PPL Electric)

PPL Electric is currently authorized to incur, subject to market conditions, up to approximately $500 million of long-term
indebtedness in 2016, the proceeds of which would be used to fund capital expenditures and for general corporate purposes.

(LKE, LG&E and KU)

LG&E and KU are currently authorized to incur, subject to market conditions, up to approximately $100 million each of
long-term indebtedness in 2016, the proceeds of which would be used to fund capital expenditures and for general corporate
purposes. LG&E currently plans to remarket, subject to market conditions, a $25 million bond with a put date in 2016.
Contributions from Parent/Member (PPL Electric, LKE, LG&FE and KU)

From time to time, LKE's member or the parents of PPL Electric, LG&E and KU make capital contributions to subsidiaries.
The proceeds from these contributions are used to fund capital expenditures and for other general corporate purposes and, in
the case of LKE, to make contributions to its subsidiaries.

Forecasted Uses of Cash

(All Registrants)

In addition to expenditures required for normal operating activities, such as purchased power, payroll, fuel and taxes, the
Registrants currently expect to incur future cash outflows for capital expenditures, various contractual obligations, payment
of dividends on its common stock, distributions by LKE to their members, and possibly the purchase or redemption of a
portion of debt securities.

Capital Expenditures

The table below shows the Registrants' current capital expenditure projections for the years 2016 throngh 2020. Expenditures
for the domestic regulated utilities are expected to be recovered through rates, pending regulatory approval.
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Projected

Total 2016 2017 2018 2019 2020
PPL
Construction expenditures (a) (b)
Generating facilities 3 679 % 126 % 143 3 131 8§ 134 % 145
Distribution facilities 9,538 2,000 1,881 1,828 1,886 1,943
Transmission facilities 3,896 790 802 771 712 821
Environmental 1,947 404 349 442 398 354
Other 357 89 80 65 61 62
Total Capital Expenditures 3 16417 3 3409 $ 3255 § 3237 % 3,191 3 3,325
PPL Electric (a) (b}
Distribution facilities $ 2,049 3 465 $ 428 3 383 3 386 % 387
Transmission facilities 3,283 700 694 660 599 630
Total Capital Expenditures § 5332 % 1,165 3§ 1,122 % 1,043 8 985 § 1,017
LKE (b)
Generating facilities 3 679 3% 126 % 143§ 131 % 134 % 145
Distribution facilities 1,324 255 265 251 275 278
Transmission facilities 613 90 107 111 114 191
Environmental 1,947 404 349 442 398 354
Other 314 80 70 57 53 54
Total Capital Expenditures 3 4877 % 955 § 934 § 992 3 974 § 1,022
LG&E (b)
Generating facilities $ 302 0§ 3 % 72 0% 46 $ 54 8 57
Distribution facilities 776 162 156 148 154 156
Transmission facilities 152 22 28 29 31 42
Environmental 935 229 139 181 207 179
Other 136 39 28 22 24 23
Total Capital Expenditures 5 2301 § 525 § 423 % 426 % 470 457
KU (b)
Generating facilities 3 377 s 53 % 713 85 % 80 S 88
Distribution facilitics 548 93 109 103 121 122
Transmission facilities 461 68 79 82 83 149
Environmental 1,011 175 210 261 191 174
Other 170 39 40 33 28 30
Total Capital Expenditures $ 2,567 3 428 § 509 § 564 % 503 § 563

(a) Construction expenditures include capitalized interest and AFUDC, which are expected to total approximately $88 million for PPL and $57 million for
PPL Electric.
(b} The 2016 total excludes amounts included in accounts payable as of December 31, 2015.

Capital expenditure plans are revised periodically to reflect changes in operational, market and regulatory conditions. For the
years presented, this table includes PPL Electric's asset optimization program to replace aging transmission and distribution
assets. This table also includes LKE's environmental projects related to existing and proposed EPA compliance standards
exchuding the Clean Power Plan (actual costs may be significantly lower or higher depending on the final requirements and
market conditions; most environmental compliance costs incurred by LG&E and KU in serving KPSC jurisdictional
customers are generally eligible for recovery through the ECR mechanism). See Note 6 to the Financial Statements for
information on LG&E's and KU's ECR mechanism and CPCN filing, and Note 8 to the Financial Statements for information
on significant development plans.

In addition to cash on hand and cash from operations, the Registrants plan to fund capital expenditures in 2016 with proceeds
from the sources noted below.

Source PPL PPL Electric LKE LG&E KU

Issuance of common stock

»

Issuance of long-term debt securities X
Equity contributions from parent/member X X X X
Short-term debt X X X X

X = Expected funding source.
Contractual Obligations
The Registrants have assumed various financial obligations and commitments in the ordinary course of conducting business.

At December 31, 2015, estimated contractual cash obligations were as follows.
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Total 2016 2017 - 2018 2019 - 2020 After 2020
PPL
Long-term Debt (a) 19,171 485 642 1341 § 16,703
Interest on Long-term Debt (b) 16,206 863 1,688 1,669 11,986
Operating Leases {¢) 141 33 52 25 31
Purchase Obligations (d) 3,135 1,108 858 378 791
Other Long-term Liabilities
Reflected on the Balance
Sheet under GAAP (2) (f) 430 328 102

Total Contractual Cash Obligations 39,083 2,817 3,342 3413 § 29,511
PPL Electric
Long-term Debt (a) 2,864 100 3 2,764
Interest on Long-term Debt (b) 2,693 129 258 258 2,048
Purchase Obligations (d) 122 24 49 49
Total Contractual Cash Obligations 5,679 153 307 407 $ 4,812
LKE
Long-term Debt (a) 5,135 25 292 1015 3§ 3,803
Interest on Long-terin Debt (b) 3,555 198 395 395 2,567
Operating Leases (¢) 112 25 44 21 22
Coal and Natural Gas Purchase

Obligations (g) 1,822 657 733 268 164
Unconditional Power Purchase

Obligations (h) 765 26 54 57 628
Construction Obligations (i} 274 257 15 2
Pension Benefit Plan Obligations (e) 30 30
Other Obligations 38 78 7 3
Total Contractual Cash Obligations 11,781 1,296 1,540 1,761 $ 7,184
LG&E
Long-term Debt (a) 1,659 25 292 40 3 1,302
Interest on Long-term Debt (b) 1,300 65 124 119 992
Operating Leases (¢) 62 14 27 11 10
Coal and Natural Gas Purchase

Obligations (g) 893 312 320 145 116
Unconditional Power Purchase

Obligations (h) 530 18 38 3% 435
Construction Obligations (i) 163 154 9
Pension Benefit Plan Obligations (&) 11 11
Other Obligations 24 20 3 1
Total Contractual Cash Obligations 4,642 619 813 355 % 2,855
KU
Long-term Debt (a) 2,351 500 5§ 1,851
Interest on Long-term Debt (b) 1,961 90 186 190 1,495
Operating Leases (¢) 47 10 16 10 i1
Coal and Natural Gas Purchase

Obligations (g) 929 345 413 123 43
Unconditional Power Purchase

Obligations (h) 235 2 16 18 193
Construction Cbligations (i) 88 80 6 2
Pension Benefit Plan Obligations {e) 9 9
Other Obligations 26 20 4 2
Total Contractual Cash Obligations 5,646 562 641 845 $ 3,598

(@) Reflects principal maturitics based on stated maturity or earlier put dates. See Note 7 to the Financial Statements for a discussion of variable-rate
remarketable bonds issued on behalf of LG&E and KU. The Registrants do not have any significant capital lease obligations,
(b) Assumes interest payments through stated maturity or earlier put dates. For PPL, LKE, LG&E and KU the payments herein are subject to change, as
payments for debt that is or becomes variable-rate debt have been estimated and for PPL, payments denominated in British pounds sterling have heen
translated to U.S. dollars at a current foreign currency exchange rate.

(c) See Note 9 to the Financial Statements for additional information,

(d) The amounts include agreements to purchase goods or services that are enforceable and legally binding and specify all significant terms, including;
fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and the approximate timing of the transaction, Primarily
includes as applicable, the purchase obligations of electricity, coal, nuclear fizel and limestone as well as certain construction expenditures, which are

also included in the Capital Expenditures table presented above,

(¢) The amounts for PPL include WPD's contractual deficit pension funding requirements arising from actuarial valuations performed in March 2013. The
U.K. electricity regulator currently allows a recovery of a substantial portion of the contributions relating to the plan deficit. The amounts also include
contributions made or committed to be made in 2016 for PPL's and LKE's U.S. pension plans (for PPL Electric, LG&E and KU includes their share of
these amounts). Based on the current funded status of these plans, except for WPD's plans, no cash contributions are required. See Note 11 to the
Financial Statements for a discussion of expected contributions.

(f) At December 31, 2015, total unrecognized tax benefits of $5 million for PPL were excluded from this table as management cannot reasonably estimate
the amount and period of future payments.

(g) Represents contracts to purchase coal, natural gas and natural gas transportation. See Note 13 to the Financial Statements for additional information.
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(h) Represents future minimum payments under OVEC power purchase agreements through June 2040. See Note 13 to the Financial Statements for
additional information.

(i) Represents construction commitments, including commitments for the LG&E's Mill Creek and KU's Ghent and E.W. Brown envirenmental air
projects, LG&E's and KU's E.W. Brown Solar Unit, KU's E.W. Brown landfill and LG&E's Ohio Falls refurbishment which are also reflected in the
Capital Expenditures table presented above.

Dividends/Distributions
(PPL)

PPL views dividends as an integral component of shareowner return and expects to continue to pay dividends in amounts that
are within the-context of maintaining a capitalization structure that supports investment grade credit ratings. In November
2015, PPL declared its quarterly common stock dividend, payable January 4, 2016, at 37.75 cents per share (equivalent to
$1.51 per annum). On February 4, 2016, PPL announced that the company is increasing its common stock dividend to 38
cents per share on a quarterly basis (equivalent to $1.52 per annum). Future dividends will be declared at the discretion of
the Board of Directors and will depend upon future earnings, cash flows, financial and legal requirements and other relevant
factors at the time. Subject to certain exceptions, PPL may not declare or pay any cash dividend or distribution on its capital
stock during any period in which PPL Capital Funding defers interest payments on its 2007 Series A Junior Subordinated
Notes due 2067 or 2013 Series B Junior Subordinated Notes due 2073. At December 31, 2015, no interest payments were
deferred.

See Note & for information regarding the June I, 2015 distribution 10 PPL's shareowners 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.

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

From time to time, as determined by their respective Board of Directors or Board of Managers, the Registrants pay dividends
or distributions, as applicable, to their respective shareholders or members. Certain of the credit facilities of PPL Electric,
LKE, LG&E and KU include minimum debt covenant ratios that could effectively restrict the payment of dividends or
distributions.

(All Registrants)

See Note 7 to the Financial Statements for these and other restrictions related to distributions on capital interests for the
Registrants and their subsidiaries.

FPurchase or Redemption of Debt Securities

The Registrants will continue to evaluate cutstanding debt securities and may decide to purchase or redeem these securities in
open market or privately negotiated transactions, in exchange transactions or otherwise, depending upon prevailing market
conditions, available cash and other factors, and may be commenced or suspended at any time. The amounts involved may
be material.

Rating Agency Actions

Moody's, $&P and Fitch periodically review the credit ratings of the debt of the Registrants and their subsidiaries. Based on
their respective independent reviews, the rating agencies may make certain ratings revisions or ratings affirmations.

A credit rating 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. A downgrade in the Registrants' or their subsidiaries' credit ratings could result in
higher borrowing costs and reduced access to capital markets. The Registrants and their subsidiaries have no credit rating
triggers that would result in the reduction of access to capital markets or the acceleration of maturity dates of outstanding
debt.

The fellowing table sets forth the Registrants’ and their subsidiaries' credit ratings for outstanding debt securities or
commercial paper programs as of December 31, 2015,

ppl10k-2015 Final as Filed.docx 71



Senior Unsecured Senior Secured Commercial Paper

Issuer Moody's S&P  Moody's S&P Moody's  S&P
PPL
PPL Capital Fiinding Baa2 BBB+ P-2 A-2
WPD ple Baa3 BBB+
WPD (East Midlands) Baal A-
WPD (West Midlands) Baal A-
WPD (South Wales) Baal A-
WPD (South West) Baal A-
PPL and PPL Electric
PPL Electric Al A P2 A-2
PPL and LKE
LXE Baal BBB+
LG&E Al A P2 A2
KU Al A p-2 A-2

The rating agencies have taken the following actions related to the Registrants and their subsidiaries.
In Janvary 2015, Fitch withdrew its ratings for PPL, PPL Capital Funding, PPL Electric, LKE, LG&E, and KU.
(PPL)

In May 2015, Moody's upgraded the following ratings with a stable outlook:
» the long-term issuer rating from Baa3 to Baa2 for PPL;
» the senior unsecured rating from Baa3 to Baa2 for PPL. Capital Funding; and
e the junior subordinated rating from Bal to Baa3 for PPL Capital Funding.

In May 2015, Fitch affirmed and withdrew its ratings for PPL. UK Distribution Holdings Limited (formerly known as PPL
WW), WPD (South Waies) and WPD (South West).

In June 2015, S&P upgraded the following ratings with a stable outlook:
s the long-term issuer rating from BBB to A- for PPL;
¢ the senior unsecured rating from BBB- to BBB+ for PPL Capital Funding; and
¢ the junior subordinated rating from BB+ to BBB for PPL Capital Funding

In June 2013, S&P affirmed the short-term issue ratings for WPD plc, WPD (East Midlands), WPD (West Midlands), WPD
(South Wales) and WPD (South West). S&P also upgraded the following ratings with a stable outlook:
s the long-term issuer rating from BBB to A- for WPD ple, WPD (East Midlands), WPD (West Midlands), WPD
{South Wales) and WPD (South West);
e the senior unsecured rating from BBB- to BBB+ for WPD plc; and
s  the senior unsecured rating from BBB to A- for WPD (East Midlands), WPD (West Midlands), WPD (South
Wales) and WPD (South West).

In August 2015, S&P affirmed its ratings with a stable outlook for WPD plc, WPD (East Midlands), WPD (West Midlands),
WPD (South Wales) and WPD (South West).

In October 2015, Moody's and S&P assigned ratings of P-2 and A-2 to PPL Capital Funding's $600 million commercial paper
program. S&P also assigned a short-term issuer rating of A-2 to PPL,

In November 2015, Moocdy's and S&P assigned ratings of Baa3 and BBB+ to WPD plc's £500 million 3.625% Senior
Unsecured Notes due 2023.

In November 2015, Moody's withdrew its short-term ratings for WPD plc, WPD (East Midlands) and WPD (South West).
(PPL and PPL Electric)

In May 2015, Moocdy's affirmed its ratings and revised its outlook to positive for PPL Electric.
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In June 2015, S&P affirmed its commercial paper rating and upgraded the following ratings with a stable outlook for PPL
Electric:

e the long-term issver rating from BBB to A-; and

e the senior secured rating from A- to A.

In September 2015, Moody's affirmed its commercial paper rating and upgraded the following ratings with a stable outlook
for PPL Electric:

e the long-term issner rating from Baal to A3; and

¢ the senior secured rating from A2 to Al.

In September 2015, Moody's and S&P assigned ratings of Al and A to PPL Electric's $350 million 4.15% First Mortgage
Bonds due 2045.

(PPL, LKE, LG&E and KU)

In May 2015, Moody's upgraded the following ratings with a stable outlook for LKE:
¢ the long-term issuer rating from Baa2 to Baal; and
s the senior unsecured rating from Baa2 to Baal.

In June 2015, S&P affirmed its commercial paper ratings for LG&E and KU. S&P also upgraded the following ratings with a
stable outlook:

o the long-term issuer ratings from BBB to A- for LKE, LG&E and KU;

+ the senior secured ratings from A- to A for LG&E and KU; and

» the senior unsecured rating from BBB- to BBB+ for LKE.

In June 2015, S&P upgraded its ratings from AA+ to AAA for KU's 2000 Series A Solid Waste Disposal Facility Revenue
Bonds, KU's 2004 Series A and 2008 Series A Environmental Facilities Revenue Bonds and KU's 2006 Series B
Environmental Facilities Revenue Refunding Bonds and removed them from CreditWatch with positive implications.

In September 2015, Moody's and S&P assigned ratings of Al and A to LG&E's $300 million 3.30% First Mortgage Bonds
due 2025, LG&E's $250 million 4.375% First Mortgage Bonds due 2045, KU's $250 million 3.30% First Morigage Bonds
due 2025 and KU's $250 million 4.375% First Mortgage Bonds due 2045.

Ratings Triggers

(PPL)

As discussed in Note 7 to the Financial Statements, certain of WPD's senior unsecured notes may be put by the holders to the
issuer for redemption if the long-term credit ratings assigned to the notes are withdrawn by any of the rating agencies
(Moody's or S&P) or reduced to a non-investment grade rating of Bal or BB+ or lower in connection with a restructuring
event. A restructuring event includes the loss of, or a material adverse change to, the distribution licenses under which WPD
(East Midlands), WPD (South West), WPD (South Wales) and WPD (West Midlands) operate and would be a trigger event
for each company. These notes totaled £4.4 billion (approximately $6.6 billicn) nominal value at December 31, 2015.

(PPL, LKE, LG&F and KU)

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 17 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 December 31, 2015.

Guarantees for Subsidiaries (PPL)

PPL guarantees certain consolidated affiliate financing arrangements. Some of the guarantees contain financial and other
covenants that, if not met, would limit or restrict the consolidated affiliates' access to funds under these financing
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arrangements, accelerate maturity of such arrangements or limit the conselidated affiliates' ability to enter into certain
transactions. At this time, PPL believes that these covenants will not limit access to relevant funding sources. See Note 13 to
the Financial Statements for additional information about guarantees.

Off-Balance Sheet Arrangements (All Registrants)

The Registrants have entered into certain agreements that may contingently require payment to a guaranteed or indemnified
party. See Note 13 to the Financial Statements for a discussion of these agreements,.

Risk Management
Market Risk
{All Registrants)

See Notes 1, 16, and 17 to the Financial Statements for information about the Registrants' risk management cbjectives,
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 levei,

Interest Rate Risk

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 December 31.

2015 2014
Effect of a Effectof a
Fair Value, 10% Adverse Maturities Fair Value, 10% Adverse
Exposure Net - Asset Movement Ranging Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates (b) Through Hedged (Liability) (a) in Rates (b)
PPL
Cash flow hedges
Interest rate swaps (c) $ 300 % 249 % (6)] 2026 § 1600 §$ (108 $ 59
Cross-cumency swaps (d) 1,262 87 (152) 2028 1,262 27 (165)
Economic hedges
Interest rate swaps () 179 (48) 2) 2033 179 (49) 3)
LKE
Cash flow hedges
Interest rate swaps (c) 1,000 (66) (44)
Economic hedges
Interest rate swaps () 179 (48) ) 2033 179 (49) 3)
LG&E
Cash flow hedges
Interest rate swaps (c) 500 33) 22)
Economic hedges
Interest rate swaps (€) 179 {48) (2) 2033 179 (49) (3)
KU
Cash flow hedges
Interest rate swaps (c) 500 (33) (22)

(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
represenit & 10% adverse movement in interest rates, except for cross-currency swaps which also includes a 10% adverse movement in foreign currency
exchange rates.

(c) Changes in the fair value of such cash flow hedges are recorded in equity or as regulatory assets or regulatory labilities, if recoverable through
regulated rates, and reclassified into earnings in the same period during which the item being hedged affects earnings,
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(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 earnings in the same period during which the item being hedged affects earnings,

(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 on interest expense at December 31, 2015 and 2014 was
insignificant for PPL, PPL Electric, LKE, LG&E and KU. The estimated impact of a 10% adverse movement in interest rates
on the fair value of debt at December 31 is shown below,

10% Adverse Movemnent in Rates

2015 2014
FPL $ 710 % 707
PPL Electric 152 132
LKE 192 138
LG&E 69 44
KU 104 82

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk primarily through investments in U.K. affiliates. Under its risk management
program, PPL may enter into financial instruments to hedge certain foreign currency exposures, including translation risk of

expected earnings, firm commitments, recognized assets or liabilities, anticipated transactions and net investments.

The following foreign currency hedges were cutstanding at December 31.

2015 2014
Effect of a 10% Effect of 2 10%
Fair Value, Adverse Movement  Maturifies Fair Value, Adverse Movement
Exposure Net - Asset in Foreign Currency Ranging Exposure Net - Asset in Foreign Currency
Hedged (Liability) Exchange Rates (a) Through Hedged __(Liahility} Exchange Rates (a)
Net investment
hedges (b) £ 50 % 10 § () 2016 £ 217 % 17 % (34
Economic
hedges (c) 1,831 198 (246) 2017 1,368 111 (193

(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 ceontracts to sell GBP.
(c) To economically hedge the ranslation of expected earnings denominated in GBP.

Commodity Price Risk (Non-trading)
{PPL, LKE, LG&E and KU)

LG&E's and KU's retail electric rates, LG&E's natural gas rates and KU's municipal wholesale electric rates are set by
regulatory commissions and the fuel costs incurred are directly recoverable from customers. As a result, LG&E and KU are
subject to commodity price risk for only a small portion of 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 17 to the Financial Statements for additional information.

(PPL and PPL Electric)

PPL Elecetric 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
PLR obligations. These supply contracts transfer the volumetric risk associated with the PLR obligation to the energy
suppliers,
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(All Registrants)
Defined Benefit Plans - Securities Price Risk

See "Application of Critical Accounting Policies - Defined Benefits" for additional information regarding the effect of
securities price risk on plan assets.

Credit Risk

Credit risk is the risk that the Registrants would incur a loss as a result of nonperformance by counterparties of their
contractual obligations. The Registrants maintain credit policies and procedures with respect to counterparty credit
(including requirements that counterparties maintain specified credit ratings) and require other assurances in the form of
credit support or collateral in certain circumstances in order to limit counterparty credit risk. However, the Registrants, as
applicable, have concentrations of suppliers and customers among electric utilities, financial institutions and energy
marketing and trading companies. These concentrations may impact the Registrants' overall exposure to credit risk,
positively or negatively, as counterparties may be similarly affected by changes in economic, regulatory or other conditions.

(PPL and PPL Electric)

In 2013, the PUC approved PPL Electric's PLR procurement plan for the period of June 2013 through May 2015. To date,
PPL Electric has conducted all of its planned competitive solicitations. In 2014, PPL Electric filed a request with the PUC
for approval of PPL Electric's PLR procurement plan for the period of June 2015 through May 2017, which was approved in
January 2015.

Under the standard Supply Master Agreement (the Agreement) for the competitive solicitation process, PPL Electric requires
all suppliers to post collateral if their credit exposure exceeds an established credit limit. In the event a supplier defaults on
its obligation, PPL Electric would be required to seek replacement power in the market. All incremental costs incurred by
PPL Electric would be recoverable from customers in future rates. At December 31, 2015, most of the successful bidders
under all of the solicitations had an investment grade credit rating from S&P, and were not required to post collateral vnder
the Agreement. A small portion of bidders were required to post an insignificant amount of collateral under the Agreement,
There is no instance under the Agreement in which PPL Electric is required to post collateral to its suppliers.

See Notes 14, 16 and 17 to the Financial Statements for additional information on the competitive solicitation process, the
Agreement, credit concentration and credit risk.

Foreign Currency Translation (PPL)

The value of the British pound sterling fluctuates in relation to the U.S. dollar. In 2015, changes in this exchange rate
resulted in a foreign currency translation loss of $240 million, which primarily reflected a $589 million decrease to PP&E
and goodwill offset by a decrease of $349 million to net liabilities. In 2014, changes in this exchange rate resulted in a
foreign currency translation loss of $290 million, which primarily reflected a $680 million decrease to PP&E and goodwill
offset by a decrease of $390 million to net liabilities. In 2013, changes in this exchange rate resulted in a foreign currency
translation gain of $150 million, which primarily reflected a $330 million increase to PP&E and goodwill offset by an
increase of $180 million to net liabilities. The impact of foreign currency translation is recorded in AQCIL.

(All Registrants)

Related Party Transactions

The Registrants are not aware of any material ownership interests or operating responsibility by senior management in
outside partnerships, including leasing transactions with variable interest entities, or other entities doing business with the
Registrants. See Note 14 to the Financial Statements for additional information on related party transactions for PPL
Electric, LKE, LG&E and KU.

Acquisitions, Development and Divestitures

The Registrants from time to 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,
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modify or terminate the projects. Any resulting transactions may impact future financial results. 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 spinoff of PPL Energy Supply.
Environmental Matters

{All Registrants)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's, LKE's, LG&E's and KU's air
emissions, 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 significant. 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. Increased capital and operating and maintenance expenses are
sthject to 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.

See Note 13 to the Financial Statements for a discussion of the more significant environmental matters including:
e Legal Matters,

Climate Change,

Coal Combustion Residuals,

Effluent Limitations Guidelines,

Mercury and Air Toxics Standards,

National Ambient Air Quality Standards, and

Superfund and Other Remediation.

Additionally, see "Item 1. Business - Environmental Matters" for additional information on environmental matters.
(PPL, LKE, LG&E and KU)

Coal Combustion Residuals (CCRs)

In October 2015, the EPA's final rule regulating CCRs became effective. In connection with the final CCR rule, LG&E and
KU recorded increases to existing AROs of $228 million during 2015. See Note 19 to the Financial Statements 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. See Note 6
for details surrounding the CPCN and ECR filings that request rate recovery of the costs related to this rule.

(All Registrants)
Competition

See "Competition" under each of PPL's reportable segments in "Item 1. Business - General - Segment Information™ and "Jtem
1A, Risk Factors” for a discussion of competitive factors affecting the Registrants.

New Accounting Guidance

See Notes 1 and 21 to the Financial Statements for a discussion of new accounting guidance adopted and pending adoption.

Application of Critical Accounting Policies
Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application

of critical accounting policies. The following accounting policies are particularly important to an understanding of the
reported financial condition or results of operations, and require management to make estimates or other judgments of
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matters that are inherently uncertain. Changes in the estimates or other judgments included within these accounting policies
could result in a significant change to the information presented in the Financial Statements (these accounting policies are
also discussed in Note 1 to the Financial Statements). Senior management has reviewed with PPL's Audit Committee these
critical accounting policies, the following disclosures regarding their application and the estimates and assumptions regarding
them.

Price Risk Management (PPL)

See "Price Risk Management” in Note 1 to the Financial Statements, as well as "Financial Condition - Risk Management"
above.

Defined Benefits
(All Registrants)

Certain of the Registrants' subsidiaries sponsor or participate in, as applicable, various qualified funded and non-qualified
unfunded defined benefit pension plans and both funded and unfunded other postretirement benefit plans. These plans are
applicable to the majority of the Registrants' employees (based on eligibility for their applicable plans). The Registrants and
certain of their subsidiaries record an asset or liability to recognize the funded status of all defined benefit plans with an
offsetting entry (0 AOCI or in the case of PPL Electric, LG&E and KU, regulatory assets and liabilities for amounts that are
expected to be recovered through regulated customer rates. Consequently, the funded status of all defined benefit plans is
fully recognized on the Balance Sheets. See Notes 6 and 11 to the Financial Statements for additional information about the
plans and the accounting for defined benefits.

A summary of plan sponsors by Registrant and whether a Registrant or its subsidiaries sponsor (8) or participate in and
receives allocations (P) from those plans is shown in the table below.

Plan Sponsor PPL PPL Electric LKE LG&E KU
PPL Services S P

WPD (a) S

LKE S P P
LG&E S

(a) Does not sponsor or participate in other postretirement benefits plans.

Management makes certain assumptions regarding the valuation of benefit obligations and the performance of plan assets.
As such, annual net periodic defined benefit costs are recorded in current earnings or regulatory assets based on estimated
results. Any differences between actual and estimated results are recorded in AOCI, or in the case of PPL Electric, LG&E
and KU, regulatory assets and liabilities, for amounts that are expected to be recovered through regulated customer rates.
These amounts in AOCI or regulatory assets and liabilities are amortized to income over future periods. The delayed
recognition allows for a smoothed recognition of costs over the working lives of the employees who benefit under the plans.
The primary assumptions are:

* Discount Rate - The discount rate is used in calculating the present value of benefits, which is based on projections of
benefit payments to be made in the future. The objective in selecting the discount rate is to measure the single amount
that, if invested at the measurement date in a portfolio of high-quality debt instruments, would provide the necessary future
cash flows to pay the accumulated benefits when due.

¢ Expected Return on Plan Assets - Management projects the long-term rates of return on plan assets that will be earned over
the life of the plan. These projected returns reduce the net benefit costs the Registrants record currently.

¢ Rate of Compensation Increase - Management projects employees' annual pay increases, which are used to project
employees' pension benefits at retirement.

¢ Health Care Cost Trend Rate - Management projects the expected increases in the cost of health care.

In addition to the economic assumptions above that are evaluated annually, Management must also make assumptions
regarding the life expectancy of employees covered under their defined benefit pension and other postretirement benefit
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plans. At December 31, 2014, the plan sponsors adopted the new mortality tables issued by the Society of Actuaries in
October 2014 (RP-2014 base tables) for all U.S. defined benefit pension and other postretirement benefit plans. In addition,
plan sponsors updated the basis for estimating projected mortality improvements and selected the IRS BB-2D two-
dimensional improvement scale on a generational basis for all U.S. defined benefit pension and other postretirement benefit
plans. These new mortality assumptions reflect the recognition of both improved life expectancies and the expectation of
continuing improvements in life expectancies. The use of the new base tables and improvement scale resulted in an increase
to U.S. defined benefit pension and other postretirement benefit obligations, an increase to future expense and a decrease to
funded status.

(PPL)

In selecting the discount rate for its U.K. pension plans, WPD starts with a cash flow analysis of the expected benefit
payment stream for its plans. These plan-specific cash flows are matched against a spot-rate yield curve to determine the
assumed discount rate. The spot-rate yield curve uses an iBoxx British pounds sterling denominated corporate bond index as
its base. From this base, those bonds with the lowest and highest yields are eliminated to develop an appropriate subset of
bonds. Historically, WPD used the single weighted-average discount rate derived from the spot rates used to discount the
benefit obligation. Concurrent with the annual remeasurement of plan assets and obligations at December 31, 2015, WPD
will begin using individual spot rates to measure service cost and interest cost beginning with the calculation of 2016 net
periodic defined benefit cost,

An individual bond matching approach, which is used for the U.S. pension plans as discussed below, is not used for the U.K.
pension plans because the universe of bonds in the U.K. is not deep enough to adequately support such an approach.

(All Registrants)

In selecting the discount rates for U.S. defined benefit plans, the plan sponsors start with a cash flow analysis of the expected
benefit payment stream for their plans. The plan-specific cash flows are matched against the coupons and expected maturity
values of individually selected bonds. This bond matching process begins with the full universe of Aa-rated non-callable (or
callable with make-whole provisions) bonds, serving as the base from which those with the lowest and highest yields are
eliminated to develop an appropriate subset of bonds. Individual bonds are then selected based on the timing of each plan's
cash flows and parameters are established as to the percentage of each individual bond issue that could be hypothetically
purchased and the surplus reinvestment rates to be assumed.

To determine the expected return on plan assets, plan sponsors project the long-term rates of return on plan assets using a
best-estimate of expected returns, volatilities and correlations for each asset class. Each plan's specific current and expected
asset allocations are also considered in developing a reasonable return assumption.

In selecting a rate of compensation increase, plan sponsors consider past experience in light of movements in inflation rates.

The following table provides the weighted-average assumptions used for discount rate, expected return on plan assets and
rate of compensation increase at December 31.

Assumption / Registrant 2015 2014
Discount rate
Pension - PPL (U.S.) 4.59% 4.25%
Pension - PPL (U.K.) 3.68% 3.85%
Pension - LKE 4.56% 4.25%
Pension - LG&E 4.49% 4.20%
Other Postretirement - PPL 4.48% 4.09%
Other Postretirement - LKE 4.49% 4.06%
Expected return on pian assets
Pension - PPL (U1.8.) . 1.00% 7.00%
Pension - PPL (UK.} 7.20% 7.19%
Pension - LKE 7.00% 7.00%
Pension - LG&E 7.00% 7.00%
Other Paostretirement - PPL 6.11% 6.06%
Other Postretirement - LKE 6.82% 6.85%
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Assumption / Registrant 2015 2014
Rare of compensation increase
Pension - PPL (U.8.) 393% 391%
Pension - PPL. (UK.} 4,00% 4.00%
Pension - LKE 3.50% 3.50%
Other Postretirement - PPL 391% 3.86%
Other Postretirement - LKE 3.50% 3.50%

In selecting health care cost trend rates, plan sponsors consider past performance and forecasts of health care costs. At
December 31, 20135, the health care cost trend rate for all plans was 6.8% for 2016, gradually declining to an ultimate trend

rate of 5.0% in 2020.

A variance in the assumptions listed above could have a significant impact on accrued defined benefit liabilities or assets,
reported annual net periodic defined benefit costs and AOCI or regulatory assets and liabilities. At December 31, 2013, the
defined benefit plans were recorded in the Registrants' financial statements as follows.

Balance Sheet:
Regulatory assets (a)
Regulatory liabilities
Pension liabilities
Other postretitement and
benefit liabilities
AQCI (pre-tax)

Statement of Income:
Defined benefits expense
Increase {decrease) from

prior year

PPL PPL Electric LKE LG&E KU

809 § 469 M0 $ 215 % 125

24 24 24

1415 183 209 55 46

217 67 128 77 42
2,977 74

58 % 15 § 38§ 12§ 10

12 1 14 3 5

(8) Asaresult of the 2014 Kentucky rate case settdement that became effective July 1, 2015, the difference between pension cost calcujated in accordance
with LG&E's and KU's pension accounting policy and pension cost calculated using a 15 year amortization period for actuarial gains and losses is
recorded as a regulatory asset. As of December 31, 2015, the balances were $10 million for PPL and LKE, $6 million for LG&E and $4 millicn for

KU. See Note 6 for additional information.

The following tables reflect changes in certain assumptions based on the Registrants' primary defined benefit plans. The
tables reflect either an increase or decrease in each assumption. The inverse of this change would impact the accrued defined
benefit liabilities or assets, reported annual net periodic defined benefit costs and AOCT or regulatory assets and liabilities by
a similar amount in the opposite direction. The sensitivities below reflect an evaluation of the change based solely on a

change in that assumption.

Actuarial assumption

Discount Rate

Expected Return on Plan Assets
Rate of Compensation Increase
Health Care Cost Trend Rate (a)

{a) Only impacts other postretirement benefits.

Actuarial assumption

PPL
Discount rate
Expected return on plan assets
Rate of compensation increase
Health care cost trend rate (a)

PPL Eleciric
Discount rate
Expected return on plan assets
Rate of compensation increase
Health care cost trend rate (a)
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Increase (Decrease) (Increase) Decrease Increase (Decrease)

(0.25%)
(0.25%)
0.25%
1%

Increase (Decrease)

Defined Benefit AOCI Net Regulatory Defined Benefit
Liabilities (pre-tax) Assets Costs

$ 483 % 388 3 95 3 42
nfa nfa nfa 27
65 54 11 12

6 1 5
56 56 5
nfa nfa 4
6 6 2

1 1
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Increase (Decrease) (Increase) Decrease Increase (Decrease) Increase (Decrease)

Defined Benefit AOCI1 Net Regulatory Defined Benefit
Actuarial assumption Liabilities (pre-tax) Assels Costs
LKE
Discount rates 62 24 38 9
Expected return on plan assets nfa n/a nfa 3
Rate of compensation increase 10 5 5 2
Health care cost trend rate (a) 5 1 4
LG&E
Discount rates 21 nfa 21
Expected return on plan assets nfa nfa nfa 1
Rate of compensation increase 2 nfa 2
Health care cost trend rate (a) 1 nfa 1
KU
Discount rates 17 nfa 17
Expected return on plan assets n/a nfa n/a 1
Rate of compensation increase 3 nfa 3 1
Health care cost trend rate (a) 3 nfa 3

(a) Only impacts other postretirement benefits.
Goodwill Impairment (PPL, LKE, LG&E and KU)

Goodwill is tested for impairment at the reporting unit level. PPL has determined its reporting units to be at the same level as
its reportable segments. LKE, LG&E and KU each operate within a single reportable segment and single reporting unit. A
goodwill impairment test is performed annually or more frequently if events or changes in circumstances indicate that the
carrying amount of the reporting unit may be greater than the reporting unit's fair value. Additionally, goodwill is tested for
impairment after a portion of goodwill has been allocated to a business to be disposed of.

PPL, LKE, LG&E and KU may elect either to initially make a qualitative evaluation about the likelihood of an impairment of
goodwill or to bypass the qualitative evaluation and test goodwill for impairment using a two-step quantitative test. If the
qualitative evaluation (referred to as "step zero") is elected and the assessment results in a determination that it is not more
likely than not that the fair value of a reporting unit is less than the carrying amount, the two-step quantitative impairment test
is not necessary.

When the two-step quantitative impairment test is elected or required as a result of the step zero assessment, in step one, PPL,
LKE, LG&E and KU determine whether a potential impairment exists by comparing the estimated fair value of a reporting
unit with its carrying amount, including goodwill, on the measurement date. If the estimated fair value exceeds its carrying
amount, goodwill is not considered impaired. If the carrying amount exceeds the estimated fair value, the second step is
performed to measure the amount of impairment loss, if any.

The second step of the quantitative test requires a calculation of the implied fair value of goodwill, which is determined in the
same manner as the amount of goodwill in a business combination, That is, the estimated fair value of a reporting unit is
allocated to all of the assets and liabilities of that reporting unit as if the reporting unit had been acquired in a business
combination and the estimated fair value of the reporting unit was the price paid to acquire the reporting unit. The excess of
the estimated fair value of a reporting unit over the amounts assigned to its assets and liabilities is the implied fair value of
goodwill. The implied fair value of the reporting unit's goodwill is then compared with the carrying amount of that goodwill.
If the carrying amount exceeds the implied fair value, an impairment loss is recognized in an amount equal to that excess.
The loss recognized cannot exceed the carrying amount of the reporting unit's goodwill.

PPL elected to perform the two-step quantitative impairment test of goodwill for all its reporting units in the fourth quarter of
2015. Management used both discounted cash flows and market multiples, which required significant assumptions, to
estimate the fair value of the reporting units. Significant assumptions used in the discounted cash flows include discount and
growth rates, outcomes of future rate filings, projected operating and capital cash flows and the fair value of debt. Projected
operating and capital cash flows is based on PPL's internal business plan, which assumes the occurrence of certain events in
the future. Significant assumptions used in the market multiples include utility sector market performance and comparable
transactions.

Goodwill was $3.6 billion at December 31, 2015, which consists of $2.9 billion related to the acquisition of WPD and $662
million related to the acquisition of LKE. Applying an appropriate weighting to both the discounted cash flow and market
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multiple valuations for the most recent impairment tests performed as of October 1, 2015, did not require the second-step
assessment and did not result in any impairment.

A high degree of judgment is required in developing estimates related to fair value conclusions. A decrease in the forecasted
cash flows of 10%, an increase in the discount rate by 0.25%, or a 10% decrease in the market multiples would not have
resulted in an impairment of goodwill for these reporting units.

Loss Accruals (All Registrants)

Losses are accrued for the estimated impacts of various conditions, situations or circumstances involving uncertain or
contingent future outcomes. For loss contingencies, the loss must be accried if (1) information is available that indicates it is
probable that a loss has been incurred, given the likelihood of the uncertain future outcomes, and (2) the amount of the loss
can be reasonably estimated. Accounting guidance defines "probable” as cases in which "the future event or events are likely
to occur,” The accrual of contingencies that might result in gains is not recorded unless recovery is assured. Potential loss
contingencies for environmental remediation, litigation claims, regulatory penalties and other events are continuously
assessed.

The accounting aspects of estimated loss accruals include (1) the initial identification and recording of the loss, (2) the
determination of triggering events for reducing a recorded loss accrual, and (3) the ongoing assessment as to whether a
recorded loss accrual is sufficient. All three of these aspects require significant judgment by management. Internal expertise
and outside experts (such as lawyers and engineers) are consulted, as necessary, to help estimate the probability that a loss
has been incurred and the amount (or range) of the loss.

Certain other events have been identified that could give rise to a loss, but that do not meet the conditions for accrual. Such events
are disclosed, but not recorded, when it is "reasonably possible" that a loss has been incurred. Accounting guidance defines
"reasonably possible" as cases in which "the future event or events occurring is more than remote, but less than likely to occur.”

When an estimated loss is accrued, the triggering events for subsequently adjusting the loss accrual are identified, where
applicable. The triggering events generally occur when new information becomes known, the contingency has been resolved
and the actual loss is settled or written off, or when the risk of loss has diminished or been eliminated. The following are
some of the triggering events that provide for the adjustment of certain recorded loss accruals:

¢ Allowances for uncollectible accounts are reduced when accounts are written off after prescribed collection procedures
have been exhausted, a better estimate of the allowance is determined or underlying amounts are ultimately collected.

e Environmental and other litigation contingencies are reduced when the contingency is resolved and actual payments are
made, a better estimate of the loss is determined or the loss is no longer considered probable.

¢ Actions or decisions by certain regulators could result in a better estimate of a previously recorded loss accrual.

Loss accruals are reviewed on a regular basis to assure that the recorded probable loss exposures are appropriate. This
involves ongoing communication and analyses with internal and external legal counsel, engineers, business unit management
and other parties.

See Notes 6 and 13 to the Financial Statements for disclosure of loss contingencies accrued and other potential loss
contingencies that have not met the criteria for accrual.

Asset Retirement Obligations (PPL, LKE, LG&E and KUJ)

ARO liabilities are required to be recognized for legal obligations associated with the retirement of long-lived assets, The
initial obligation is measured at its estimated fair value. An ARO must be recognized when incurred if the fair value of the
ARO can be reasonably estimated. An equivalent amount is recorded as an increase in the value of the capitalized asset and
amortized to expense over the useful life of the asset. For LG&E and KU, costs of removal are collected in rates, and
therefore the accretion and depreciation expenses related to an ARO are recorded as a regulatory asset, such that there is no
earnings impact.

See Note 19 to the Financial Statements for additional information on ARQs.

ppl10k-2015 Final as Filed.docx 82



In determining AROs, management must make significant judgments and estimates to calculate fair value. Fair value is
developed using an expected present value technique based on assumptions of market participants that consider estimated
retirement costs in current period dollars that are inflated to the anticipated retirement date and then discounted back to the
date the ARO was incurred. Changes in assumptions and estimates included within the calculations of the fair value of
AROs could result in significantly different results than those identified and recorded in the financial statements. Estimated
ARO costs and settlement dates, which affect the carrying value of the ARO and the related capitalized asset, are reviewed
periodically to ensure that any material changes are incorporated into the latest estimate of the ARO. Any change to the
capitalized asset, positive or negative, is generally amortized over the remaining life of the associated long-lived asset.

At December 31, 2015, the total recorded balances and information on the most significant recorded AROs were as follows.

Most Significant ARQs
Total
ARO Amount
Recorded Recorded % of Total Description

PPL 5 . 586 % 430 73 Ash ponds, landfills and natural gas mains
LKE 535 430 80  Ash ponds, landfills and natural gas mains
LG&E 175 102 58  Ash ponds, landfills and natural gas mains
KU 360 328 91 Ash ponds and landfills

The most significant assumptions surrounding AROs are the forecasted retirement costs (including the settlement dates and
the timing of cash flows), the discount rates and the inflation rates. At December 31, 2015, a 10% change to retirement cost
would increase the ARO liabilities by $44 million. A 0.25% decrease in the discount rate would increase the ARO liabilities
by $6 million and a 0.25% increase in the inflation rate would increase the ARO liabilities by $6 million. For PPL, there
would be no significant change to the annual depreciation expense of the ARO asset or the annual accretion expense of the
ARQO liability as a result of these changes in assumptions. As noted above, these factors do not impact the Statements of
Income of LKE, LG&E and KU.

Income Taxes (All Registrants)

Significant management judgment is required in developing the provision for income taxes, primarily due to the uncertainty
related to tax positions taken or expected to be taken in tax returns, valuation allowances on deferred tax assets and whether
the undistributed earnings of WPD are considered indefinitely reinvested.

Significant management judgment is required to determine the amount of benefit recognized related to an uncertain tax
position. Tax positions are evaluated following a two-step process. The first step requires an entity to determine whether,
based on the technical merits supporting a particular tax position, it is more likely than not (greater than a 50% chance) that
the tax position will be sustained. This determination assumes that the relevant taxing authority will examine the tax position
and is aware of all the relevant facts surrounding the tax position. The second step requires an entity to recognize in the
financial statements the benefit of a tax position that meets the more-likely-than-not recognition criterion. The benefit
recognized is measured at the Jargest amount of benefit that has a likelihood of realization, upon settlement, that exceeds
30%. Management considers a number of factors in assessing the benefit to be recognized, including negotiation of a
settlement.

On a quarterly basis, uncertain tax positions are reassessed by considering information known as of the reporting date. Based
on management's assessment of new information, a tax benefit may subsequently be recognized for a previously
unrecognized tax position, a previously recognized tax position may be derecognized, or the benefit of a previously
recognized tax position may be remeasured. The amounts ultimately paid upon resolution of issues raised by taxing
authorities may differ materially from the amounts accrued and may materially impact the financial statements in the future.
Unrecognized tax benefits are classified as current to the extent management expects to settle an uncertain tax position by
payment or receipt of cash within one year of the reporting date.

At December 31, 2015, no significant changes in unrecognized tax benefits are projected over the next 12 months.

The need for valuation allowances to reduce deferred tax assets also require significant management judgment. Valuation
allowances are initially recorded and reevaluated each reporting period by assessing the likelihood of the ultimate realization
of a deferred tax asset. Management considers a number of factors in assessing the realization of a deferred tax asset,
including the reversal of temporary differences, future taxable income and ongoing prudent and feasible tax planning
strategies. Any tax planning strategy utilized in this assessment must meet the recognition and measurement criteria utilized
to account for an uncertain tax position. Management also considers the uncertainty posed by political risk and the effect of
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this uncertainty on the various factors that management takes into account in evaluating the need for valuation allowances.
The amount of deferred tax assets ultimately realized may differ materially from the estimates utilized in the computation of
valuation allowances and may materially impact the financial statements in the future,

See Note 5 to the Financial Statements for income tax disclosures, including management's conclusion that the undistributed
earnings of WPD are considered indefinitely reinvested. Based on this conclusion, PPL Global does not record U.S. income
taxes on WPD's undistributed earnings.

Regulatory Assets and Liabilities
(PPL)

WPD operates in an incentive-based regulatory structure under distribution licenses granted by Ofgem. As the regulatory
model is incentive-based rather than a cost recovery model, WPD is not subject to accounting for the effects of certain types
of regulaticn as prescribed by GAAP for entities subject to cost-based rate regulation. Therefore, the accounting treatment of
adjustments to base demand revenue and/for allowed revenue is evaluated based on revenue recognition and contingency
guidance. See Note 1 to the Financial Statements for additional information.

(All Registrants)

PPL Electric, LG&E and KU, are subject to cost-based rate regulation. As a result, the effects of regulatory actions are
required to be reflected in the financial statements. Assets and liabilities are recorded that result from the regulated
ratemaking process that may not be recorded under GAAP for non-regulated entities. Regulatory assets generally represent
incurred costs that have been deferred because such costs are probable of future recovery in regulated customer rates.
Regulatory liabilities are recognized for amounts expected to be returned through future regulated customer rates. In certain
cases, regulatory liabilities are recorded based on an understanding or agreement with the regulator that rates have been set to
recover costs that are expected to be incurred in the future, and the regulated entity is accountable for any amounts charged
pursuant to such rates and not yet expended for the intended purpose.

Management continually assesses whether the regulatory assets are probable of future recovery by considering factors such as
changes in the applicable regulatory and political environments, the ability to recover costs through regulated rates, recent
rate orders to other regulated entities, and the status of any pending or potential deregulation legislation. Based on this
continual assessment, management believes the existing regulatory assets are probable of recovery. This assessment reflects
the current political and regulatory climate at the state and federal levels, and is subject to change in the future. If future
recovery of costs ceases to be probable, the regulatory asset would be written-off. Additionally, the regulatory agencies can
provide flexibility in the manner and timing of recovery of regulatory assets.

At December 31, 2015, regulatory assets and regulatory liabilities were recorded as reflected in the table below. All
regulatory assets are either currently being recovered under specific rate orders, represent amounts that are expected to be
recovered in future rates or benefit future periods based upon established regulatory practices.

PPL
PPL Electric LKE LG&E KU
Regulatory assets § 1,781 § 1019 % 762 % 40 % 322
Regulatory liabilities 1,090 135 955 444 511

See Note 6 to the Financial Statements for additional information on regulatory assets and liabilities.
Revenue Recognition - Unbilled Revenue (PPL Electric, LKE, LG&E and KU)

Revenues related to the sale of energy are recorded when service is rendered or when energy is delivered to customers,
Because customers are billed on cycles which vary based on the timing of the actual meter reads taken throughout the month,
estimates are recorded for unbilled revenues at the end of each reporting period. For LG&E and KU, such unbilled revenue
amounts reflect estimates of deliveries to customers since the date of the last reading of their meters. The unbilled revenue
estimates reflect consideration of factors including daily load models, estimated usage for each customer class, the effect of
current and different rate schedules, the meter read schedule, the billing schedule, actual weather data and where applicable,
the impact of weather normalization or other regulatory provisions of rate structures. For PPL Electric, unbilled revenue
amounts reflect actual deliveries since the date of the last billed meter reading multiplied by the estimated average cents per
kWh. At December 31, unbilled revenues recorded on the Balance Sheets were as follows.
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2015 2014

PPL Electric $ 91 % 113
LKE 147 167
LG&E 67 76
Kl 80 91

Other Information (All Registrants)

PPL's Audit Committee has approved the independent auditor to provide audit and audit-related services, tax services and
other services permitted by Sarbanes-Oxley and SEC rules. The audit and audit-related services include services in
connection with statutory and regulatory filings, reviews of offering documents and registration statements, and internal
control reviews.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

a , PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric

Company and Kentucky Utilities Company

Reference is made to "Risk Management" for the Registrants in "Item 7. Combined Management's Discussion and Analysis
of Financial Condition and Results of Operations.”
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareowners of PPL Corpoeration

We have audited the accompanying consolidated balance sheets of PPL. Corporation and subsidiaries as of December 31,
2015 and 2014, and the related consolidated statements of income, comprehensive income, equity, and cash flows for each of
the three years in the period ended December 31, 2015. Our audits also included the financial statement schedule listed in the
Index at Item 15(2)(2). These financial statements and schedule are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements and schedule based on our andits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasenable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evalnating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of PPL Corporation and subsidiaries at December 31, 2015 and 2014, and the consolidated results of their operations
and their cash flows for each of the three years in the period ended December 31, 2015, in conformity with U.S. generally
accepted accounting principles. Also, in our opinion, the related financial statement schedule, when considered in relation to
the basic financial statements taken as a whole, presents fairly in all material respects the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
PPL Corporation and subsidiaries’ internal control over financial reporting as of December 31, 2015, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (2013 framework) and our report dated February 19, 2016, expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

Philadelphia, Pennsylvania
February 19, 2016
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareowners of PPL Corporation

We have audited PPL Corporation and subsidiaries’ internal control over financial reporting as of December 31, 2013, based
on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) (the COSO criteria). PPL Corporation and subsidiaries’ management is responsible
for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal
control over financial reporting included in Management's Report on Internal Control over Financial Reporting at Item 9A.
Qur responsibility is to express an opinicn on the company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company's internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with U.S. generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate,

In our opinion, PPL Corporation and subsidiaries maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2015, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated balance sheets of PPL Corporation and subsidiaries as of December 31, 2015 and 2014, and the related
consolidated statements of income, comprehensive income, equity, and cash flows for each of the three years in the period
ended December 31, 2015, and our report dated February 19, 2016, expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

Philadelphia, Pennsylvania
February 19, 2016
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareowner of PPL Electric Utilities Corporation

We have andited the accompanying consolidated balance sheets of PPL Electric Utilities Corporation and subsidiaries as of
December 31, 2015 and 2014, and the related consolidated statements of income, equity, and cash flows for each of the three
years in the period ended December 31, 2015. These financial statements are the -responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our avdits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, We were not engaged to perform an audit of the Company's internal control
over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of PPL Electric Utilities Corporation and subsidiaries at December 31, 2015 and 2014, and the consolidated results
of their operations and their cash flows for each of the three years in the period ended December 31, 2015, in conformity with
U.S. generally accepted accounting principles.

/s/ Emnst & Young LILP

Philadelphia, Pennsylvania
February 19, 2016
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Sole Member of LG&E and KU Energy LLC

We have audited the accompanying consolidated balance sheets of LG&E and KU Energy LLC and subsidiaries as of
December 31, 2015 and 2014, and the related consolidated statements of income, comprehensive income, equity, and cash
flows for each of the three years in the period ended December 31, 2015. Our audits also included the financial statement
schedule listed in the Index at Item 15(a)(2). These financial statements and schedule are the responsibility of the Company's
managemeit. Our responsibility is to express an opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. We were not engaged to perform an andit of the Company's internal control
over financial reporting. Qur audits included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of LG&E and KU Energy LLC and subsidiaries at December 31, 2015 and 2014, and the consolidated results of their
operations and their cash flows for each of the three years in the period ended December 31, 2015, in conformity with U.S.
generally accepted accounting principles. Also, in our opinicn, the related financial statement schedule, when considered in
relation to the basic financial statements taken as a whole, presents fairly in ali material respects the information set forth
therein,

fs/ Ermnst & Young LLLP

Louisville, Kentucky
February 19, 2016
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Report of Independent Reqistered Public Accounting Firm

The Board of Directors and Stockholder of Louisville Gas and Electric Company

We have audited the accompanying balance sheets of Louisville Gas and Electric Company as of December 31, 2015 and
2014, and the related statements of income, equity and cash flows for each of the three years in the period ended December
31, 2015. These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. We were not engaged to perform an audit of the Company's internal control
over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Louisville Gas and Electric Company at December 31, 2015 and 2014, and the results of its operations and its cash flows for
each of the three years in the period ended December 31, 2015, in conformity with U.S. generally accepted accounting
principles,

f/s/ Ernst & Young LLP

Louisville, Kentucky
February 19, 2016
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder of Kentucky Utilities Company

We have audited the accompanying balance sheets of Kentucky Utilities Company as of December 31, 2015 and 2014, and
the related statements of income, equity and cash flows for each of the three years in the period ended December 31, 2015.
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. We were not engaged to perform an andit of the Company's internal control
over financial reporting, Qur audits included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Kentucky Utilities Company at December 31, 2015 and 2014, and the results of its operations and its cash flows for each of
the three years in the period ended December 31, 2015, in conformity with U.S. generally accepted accounting principles.

/s/ Emnst & Young LLP

Louisville, Kentucky
February 19, 2016
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries

{Millions of Dollars, except share data)

2015 2014 2013
Operating REVEIUIES .........c.ccvereeerereereniisrersnniersesar et eeseessssnssternssssssssssssssnnsssonnssesssssasas $ 7.669 § 7852 % 7,263
Operating Expenses
Operation
FUEL....c ettt ees s et ee e snt e teeese et e v e s s e seransssntsnnesanernserasnres 863 965 895
Energy pUrchases.........ccorveererereenrncnnnismisensnmnnssonicnisseessresssssssssass sssaesnsessssassssssses 855 924 856
Other operation and MAINENANCE ......ceeecccevreriein s ireesrr e e cse e ssresnessssessssssssnens 1,938 1,856 1,810
DePreciation .....cciieveiiimercniinsseisnesssi st sttt st s e et eme et sre e e snesne e vares 883 923 843
Taxes, other than INCOME............ccccvrerrverrrerrerrsrer s rsreseres s e ssassssssssssessesssssssesesnses 299 317 298
Total OPerating EXPeNSes....c..vcvveceeernrssvssnis s e s ersesssas sesssessssssssssssssnsssasssrensenneren 4,838 4,985 4,702
Operating INCOIMIE. ........oovvveeenreeerrerererrsss e reteress e e rse s e ssnessses snsssssassansssssssssnssansn 2,831 2,867 2,561
Other INcome (EXPENSE) - NMEL ..cceeuererririiriiieiceecrrrrrsrrsreerersas e ssasresssssssssassassarsssssreens 108 105 (55)
INTErESt BXPOISE ..oceeurerecire ettt ettt et ety e ea e e e e ae e ar e e ae e e s areeas §71 843 778
Income from Continning Operations Before Income Taxes...........ccoccvierverererenane. 2,068 2,129 1,728
INCOME TAXES ....e.eereernrrsrerneceseiserisssseste st et emesnesnsenaasesssesstesstonrrssenasensssnsenaserarsrssnses 465 692 360
Income from Continuing Operations After Income Taxes ........coceeeceereeeeecrereeereennes 1,603 1,437 1,368
Income (Loss) from Discontinued Operations (net of income taXes). . .vrrreererivnrvnsens {921) 300 (238)
INEL INCOIME. ..ot receste et ssee et eat e e ta s e e e ressssneserasssesess s asranssansresssnsersssnns $ 682 § 1,737  § 1,130
Earnings Per Share of Common Stock:
Income from Continuing Operations After Income Taxes Available to PPL
Common Shareowners:
BaSIC ottt sttt e e et b e h e b b e e e e et b e sa ket rm e reernan $ 238 3 219 % 2.24
DHIILEd ........ceerrrrrurarrerrresaanrererererecsnssrrassssesssesssessnsssassseensessssssesnsesasssassssensaessnssen $ 237 § 216 % 2,12
Net Income Available to PPL. Common Shareowners:
BaSIC .eevevriirerneeaeseraesaseraeese e sas e e e st s s e s s eae e et e et e s e d s et et ean b bt etaaba s $ 101 $ 264 § 1.85
DiIULEA ......oeecrmcremeccrereeseesines e rsns e s sse st cttam st s stastea s e e e enbessensnon srnesnsennarensresares $ 1.01 % 261 & 1.76
Dividends Declared Per Share of Common Stock........occooorecomeieeccvvsvr v rerresveresnnes $ 150 % 149 $ 1.47
Weighted-Average Shares of Common Stock Qutstanding (in thousands)
BaSIC .1iiuiiircierrnrrnnerinrsnssinn s cr s e e s s as et be et be e at b e reenteearan rrerereeeneres 669,814 653,504 608,983
DIIIEA ittt et sres e ses st sest e s sas et ene s et se et e emsr s emssne st snssnabeses 672,586 665,973 663,073

The accompanying Netes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
PPL Corporation and Subsidiaries

(Millions of Dollars)
2015 2014 2013
INEL IICOIMIE ...ttt et s es s et ss s e e b st sa s st b srsssmemsasasasasasnsanas $ 682 $ 1,737 § 1,130
Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax (expense) benefit:
Foreign currency translation adjustments, net of tax of $1, ($8), $4 ..ccveceeeenee (234) (275) 138
Available-for-sale securities, net of tax of ($9), ($39), ($72) .cvvvervevrrverrerencrerens 8 35 67
Qualifying derivatives, net of tax of $0, $23, (341D 26 o 45
Defined benefit plans:
Prior service costs, net of tax of $6, ($4), (F1)..c e Y] 5 2
Net actuarial gain (loss), net of tax of $67, $225, ($73) .cccc e e erveeresrnseens (366) (509) 71
Reclassifications to net income - {gains) losses, net of tax expense (benefit):
Available-for-sale securities, net of tax of $2, $7, $4 ..o vcvrcereeeeee e (2) 6) (6)
Qualifying derivatives, net of tax of ($15), $23, $80.....ccccevieiieic et 2 (64) (83)
Equity investees' other comprehensive (income) loss, net of tax of $0, $0, $0...... (1
Defined benefit plans:
Prior service costs, net of tax of $0, ($3), ($4)..ovvr v, 4 6
Net actuarial loss, net of tax of ($46), ($34), ($49)......cceirniecrnnnninensenerce s 146 111 135
Total other comprehensive income (1088)........c.ccciie i e (430) (709) 375
Comprehensive INCOME...............cociiiiviiiieccs e e esss e ssssnsansnes B 252 % 1,028 § 1,505

The accompanying Notes to Financial Statements are an integral part of the financial siatements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,

PPL Corporation and Subsidiaries
{Millions of Dollars)

Cash Flows from Operating Activities
B3 (8 1T e )+ 1T O RPIN
Loss (income) from discontinued operations (net of income tAXES) uvvvveriveininiiiesesenens,
Income from continuing operations (net of income taxes) ...
Adjustments to reconcile Income from continuing opemnons (net of taxes) to net cash
provided by (used in) operating activities - continuing operations
DRPIECIALION 1. ie e rciee et rr e ss s sesasesse s s s e re e ra s e ee s s nnrsa s e en s arabasas e s esnnaaaeanans
AMOTHZAtHON \ovvviiiceiciiiitin et ecmrerrrenes
Defined benefit plans - expense
Deferred income taxes and investment tax CreditS......oveiniereerensrenscensrenesesesisesirmssessnenes
Unrealized (gains) losses on derivatives, and other hedging activities ......cccvvurrerierenesarann
Adjustment to WPD [ine 1088 CCIUAL ....vevrererrrrrrnnerserniorerssssesrensasasserssmsssssresssssssssessans:
DHRET .1 eecererernrrrsrrss s i seesasse s resms e sanesmnn s sre s mme s basesaas s baassamn sebaa bt s st e e bn e s bt e bbnanns
Change in current assets and current liabilities
ACCOUNES TECEIVADIE ...eeverearareriiericnsesssesssssesssnssarsnssierernssnreretsssassesasssseessressnnsensssssesns
Accounts payable ........................
Unbilled revenues .......cccceeeeeeerenas
Prepaymens ovuiiriiiiiiccci i rerevssnrasanrsssnssrsasssssreresssens s et srasararnesssen s b e e s rne s s eanann
Taxes payable
Uncertain tax POSTHONS .uieivicseiririniisiiisitiaiicsimsseersteiaae e aaeeerreeesassassserasavaratrssrsssasasnne:
OHNET et ittt rsrrrsrrressnesssessses s eseress e s e srssuseranssassrss srnesanasenes
Other operating activities
Defined benefit plans - fUNAINE......cccveerermrrneiiie e e sss s setsste e e e e e e v srsssene.
Settlernent of INLETESE TALE SWAPS cvevivssrsrimmssissssisecssiiti it s sesnasssanssnsessresssravasasesasenn.
Other assets

Net cash provided by (used in) operating activities - continuing eperations ........e...ccuu...
Net cash provided by (used in) operating activities - discontinued operations........coeveveereen.
Net cash provided by (used in) operating activities ........ccccuvcvirreeecrereenen,.
Cash Flows from Investing Activities
Expenditures for property, plant and equipMent .......c.eeicriiriererersrcemreerernsesreeseesiesssesssssne:
Expenditures for intangible assets
Purchases of other investments . -
Proceeds from the sale of other mvestments
Net (increase) decrease in restricted cash and cash equlvalents
Other investing ACHVIEES uveeiviareisrsisiissisirra e sse s srse e s eess e e seessr s bns srr e e s stns stsasnsans,
Net cash provided by (used in) investing activities - continuing operations........cc.eceunuee.
Net cash provided by (used in) investing activities - discontinued operations...............ccvvennn.
Net cash provided by (used in) investing activitieS......ccceicceeireircceeeecerr v rreeressvenes.
Cash Flows from Financing Activities
Issuance of Jong-term deDt.....cuvrrieceirsrsrss s e ese bt et e st n e e e smaerane,
Retirement of 1ong-term debt.......uceieiiiieiiieiiiceee v rrr e e e reea s e raranes
Repurchase of cOmMMON SLOCK .....evveerrcmrsrnssassrsrsissesioiiinisesiiessisesreraesssessssssssnnsssssessnssans,
Issuance of common stock................
Payment of common stock dividends........cocunnne
Contract adjustment payments on EQUity Units.....ceveuiiiviiiiiiiinennsiie e ceee e e ccrssnvanasere,
Net increase (decrease) in SHOM-LErm debl..........c.ococcciiiivvivviirverrsrrrrerrersrererr s ssarassnrssenans
Other financing aCtiVities.......oerversrvessrerrsrsssssrsriisssisis s ss e rar s e s rnr e s s sesesnsn,
Net cash provided by (used in) financing activities - continuing Operations............eeu....
Net cash provided by (used in) financing activities - discontinued operations...........c.cvveeenn.
Net cash distributions to parent from discontinued Operations .......vveeeerrersersieesiseesseesrasenn.
Net cash provided by (used in) financing activities ........ccovrnniniiisnneccceecenssrnesnnne
Effect of Exchange Rates on Cash and Cash Equivalents ...........ccooveeeeeiiiinesssssnssesenasssenns,
Net (Increase) Decrease in Cash and Cash Equivalents included in
Discontinued Operations...
Net Increase (Decrease) in Cash and Cash Equlvalents
Cash and Cash Equivalents at Beginning of Period...
Cash and Cash Equivalents at End of Period .........vervvrvesrensncererermiorsevsssssrseenersseessesssnensesnn:

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:
Interest - net of amount capitalized...........vvvevenieresesinnsieisserereseeesressteesrersressss e e nessnenes
INCOME tAXES = TIBL 1..ciieeccerrriresenererneesserier e e re e v nee s e s rneasasatersessnsennrosnensarates mbtesassnnss

2015 2014 2013
682 $ 1,737 $ 1,130
921 (300) 238

1,603 1,437 1,368
883 923 843
59 65 66
56 48 125
428 666 387
an (187) 56
65 45
17 66
47 (123) @11)
(116) 40 127
54 22 (56)
(23) 87 39
(175) 161 51
a”n (112)
99 23 (66)
(499) (384) (450)
(101) 104
(19) 9 11
53 23 120
2,272 2.941 2,447
343 462 409
2,615 3,403 2,856
(3,533) (3,674) (3,629
37) (49) (53)
(120)
136
8 19 2
(13) @ 16
(3,439) (3,826) (3,664)
(149) 497 (631)
(3,588) (3,329) {4.295)
2,236 296 2,038
(1,000) (237)
74
203 1,074 1411
(1,004) (967) (878)
(22) (82)
94 147 405
47 (29) (67)
482 262 2,753
(546) (846) 47
132 1,167 {1,169)
68 583 1,631
a0 (8) 8
352 (113) 175
(563) 536 375
1,399 863 488
836 $ 1399 $ 863
822 $ 959 $ 916
179 $ 190 $ 128

The accompanying Notes to Financial Statements are an integral part of the financial statements,
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,

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

2015 2014
Assets
Current Assets
Cash and cash eqUIVALIEILS .......ooouerereeeeee e e e e sesree s eseaeraes e varereveverens $ 836 1,399
Short-term INVESHIMEBIES .....ociiiiii et sase e s e s e s s s nmse s sass s s sbe s 120
Accounts receivable (less reserve: 2015, $41; 2014, $44)
CUSEOIIEE - cu ettt ere et e e b e e e s e s re s e s s e maam e s amea e amra e sapas e esesrnenes 673 737
OHNET ... s e s s s e rae s st nee s e nen s snsmeemasnsm e e e e b e 59 71
Unbilled revemUES ..ot e e sas s ras et st b b 453 517
Fuel, materials and sUPPLes.....ceeve it s 357 381
PIrepayments.. ... .cccooviervisniressnvssnrsrnnssssssssresssesresssssssresres sressnssssssasararesaenresnsnsarssnensaes 66 75
Price riSk MANAZEMENE ASSELS ....ceveeereererrereremeerceteeeseeceteee s et enesassesmeseeseseesessaresnesns 139 79
OLher CUITEINE ASSELS. c.cecueeuirieriiniieiseiiairrssrisatesceetebe e shesre e smeeaceeeamemmeesameesensare vt arers 63 55
Current assets of discontinued OPerations.......cc.vvveiirinnsresssssesssssessssssssssnssnns 2,592
TOtal CUITENE ASSBES .vvveererreersrernesesrssmssnsresmsenssessesestestesessesmessssssesassesmesmssssmesssereesnass 2,646 6,026
Property, Plant and Equipment
Regulated Utility plant........ccvoimicimicn s seeesnssavassmssesesssssnsesacs 34,399 30,568
Less: accumulated depreciation - regulated Utility plant.........coveveereveresrneescsrerernrnne 5,683 5,361
Regulated utility plant, BEt.......cocimieiiriiecerceccrr s s seseesssesnesseresnssnnns 28,716 25,207
Non-regulated property, plant and eqQUIPIMENL .........ccvievievieieiceserreeesesinrssarnensennns 516 592
Less: accumulated depreciation - non-regulated property, plant and equipment.... 165 162
Non-regulated property, plant and equIpment, NEt...........ccveineeecersseerescermrerrnssne 351 430
Construction WOTK iD PrOZIESS ...covumvmesimmiiresnsssissssinesiatisete s vseeeesacnt e s sasssasrsssans 1,315 2,532
Property, Plant and Equipment, Det ..ot 30,382 28,169
Other Noncurrent Assets
REGUIALOIY ASSELS ...ueeverereeererereenreesrssnreses st sssessessestesessesteses s besnsssssesnsssssessasasesasans 1,733 1,562
GOOAWIIL ... rvecerseerernrerserrsrareraresmessanssesareseessasseresvesessessnsnsasesesssssssssnssasssassssnssnsnsans 3,550 3.667
Oher iNANZIDIES ....ceeererereirereereeerrssertrrssecrssesesasssstessessssessesssessssssassnssesasssssesson 679 668
Other NONCUITENE A588ES...ccucverererereereerereraressessamesmsresessesssseresesessasssesssssssssssssssesesssens 311 203
Noncurrent assets of discontinued Operations........covvvviniris s seesecenssesesiessesesesnanens 8,311
Total Other NONCUITENE ASSELS .ieecieiiiiiceciersisieeeiieeerrrerrerserererssrassessnsrasanseerssssressaens 6,273 14,411
TOLAL ASSELS ......ooueererrcereceeieeteentrnesesneenseneeatraassrrar b e e e e resn e s eresreerressrirraranssesenans $ 39,301 48,606

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,

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

2015 2014
Liabilities and Equity
Current Liabilities
SHOTt-LEIN BB ...uiiriiireciirr sttt bbbt s b e e e e seease e ene e vesersssrenes $ 916 $ 836
Long-term debt due Within ONe YEar.........ccoerrvvrerssreesessesrssese s e 485 1,000
AccOoUNts PAYADIE. ... e reraere e s ee st et et e e e en e e 812 995
TAXES ..o rerarersrers s is s s e s e srn s essa e e assaasan s resas saseseseretsrarare e ranaaar et e v R s e nreraenn 85 263
TTDEIESE 1.vevveeeersseessseseraesssesesese e bese e sese e sesesesesasenssesesesssesesmentsnmnt s e st st st e st seenereee 303 298
DIVIARIAS ..ottt s et tn s bbb e b s sbs st s b s st bb e e eaeenevarennssrenes 255 249
CUSLOMIET GBPOSIES e veeuiaveareierrssissssarsre s ssssssssssrsssss e st sbsssabssbeseeessnsmessnsreresrsssserrossnes 326 304
Regulatory lHabilities .. st ssss e s sssessssses s ssssessssaees 145 91
Other current HabilHies ....cccoovicirieiec e vrvrsresrss e erees e sarererres e b s sessaesaasene 549 632
Current liabilities of discontinued OPerations ..........cceveeeeceerereeeeeeeeceseeesesvrereees 2,771
Total Current Liabilities.......cocoiiiiiiin i rcrcrresrisnesrrerssssssssersssesssssssasssies sssessmbona 3,876 7,439
Long-term Debi........ooeiiiiiiii st rre e sesssse e s na b aas 18,563 17,054
Deferred Credits and Other Noncurrent Liabilities
Deferred INCOME TAXES ..ooviviiiiciiiiceeiiieereeeecvervrvsesserssssesasssessrasessrsrerssssssssssseasesesseen 3,440 3,102
INVESIMENE tAX CIEAILS ..coeeivv v rerersetrreseesessrs s e sarstr e neseeressssesnaresreressssrason 128 132
Accrued pension obhgatlons 1,405 1,457
Asset retitement OblIZations ... et 536 324
Regulatory liabilities... 945 992
Other deferred credits and noncurrem llabxlmes ...................................................... 489 525
Noncurrent liabilities of discontinued Operations .........cceveeceenecriecerietienrersrnrsvnes 3,953
Total Deferred Credits and Other Noncurrent Liabilities .........couvveimeensinimniinn 6,943 10,485
Commitments and Contingent Liabilities (Notes 5, 6 and 13)
Equity
Common stock - $0.01 par value (2) ... eeeeceerererenereeecrntrereese e ere s oo 7 7
Additional paid-in capital .........cccccveicererenrrrrreree vt rns 9,687 9,433
Earnings reinvested...........cccooeeuen. 2,953 6,462
Accumulated other comprehenswe loss ................................................................... {2,728) (2,274)
Total Equity ... 9,919 13,628
Total Liabilities and EQUItY ..........cc.cccoeresrmrec e P 39,301 § 48,606

(a) 780,000 shares authorized; 673,857 and 665,849 shares issued and outstanding at December 31, 2015 and 2014,

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Corporation and Subsidiaries

(Millions of Dollars)
PPL Shareowners
Common
stock Accumulated
shares Additional other Non-
outstanding Common paid-in Earnings comprehensive  controlling
(a) stock capital reinvested loss interests Total

December 31,2012 ............................ 581,944 §$ 6§ 6936 F§ 5478 % (1,940) $ 18 $ 10,498
Common stock issued.......ooceeeevrnennn. 50,807 1,437 1,437
Common stock repurchased................ (2,430) (74) (74)
Cash settlement of equity forward

AFIEEMENIS ..ovreiecevrenrerrenrrverrerensesanens (13 (13
Stock-based compensation............c..... 30 30
Net income.....ovveiiiiiicieiie et 1,130 1,130
Dividends and dividend equivalents... (899) (18) 917)
Other comprehensive

INCOME (1088).ueureeeereeerrervnrernrieerreeenns 375 375
December 31, 2013...........c.cccccnenenenne 630,321 § 6 § 836 § 5709 % (1,565) $ $ 12466
Common stock iSSued...c..coveererererennn 35528 § 1 § 1,08 $ 1,090
Stock-based compensation..........ccc... 28 28
Net INCOME..vviiiiriiiiiis it en $ 1,737 1,737
Dividends and dividend equivalents... (984) (984)
Other comprehensive

Income (1088)......ccceceereereer v reees $ (709) (709)
December 31, 2014.............cccoeeennneee 665,849 $ 7 % 9433 § 6462 § (2,274) $ 13,628
Common Stock iSSUEd ....vuvuerarernsrnaens 8,008 $ 249 $ 249
Stock-based compensation .........c...... 5 3
Net iCOME.....ceiveceeceecereeee s eneseenns $ 682 682
Dividends and dividend equivalents... (1,010) (1,010
Distribution of PPL. Energy Supply

(NOE 8)eereereicceceeieeseen e enne s (3,181) $ 24) (3,205)
Other comprehensive

INCOME (JOSS)... v rereeserssssresssssesaessaees (430) (430)
December 31, 2015 ...t 673,857 § 7 8§ 9687 § 2953 % (2,728) $ 9,919

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

The accompanying Netes to Financial Statements are an integral par: of the financial statements.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,

PPL Electric Utilities Corporation and Subsidiaries
{Millions of Dollars)

2015 2014 2013
OPerating ReVEIIES............cccovrirmrereririrseressssseseresesssssssssssesiesssssstsssssnsmsssassssssasasa: $ 2,124 § 2044 § 1,870
Operating Expenses
Operation
Energy purchases .......occvviiicivrni s sessessrsssscs s ssssasssssssseves 657 587 588
Energy purchases from affiliate ......coonieeisinisiiniisiii e 14 84 51
Other operation and MAIRIENANCE ....coerieererecenieeeecreerec e e esrsensesssassassesssan: 607 543 531
DEPIECIALION uouiitiirsiisissiaiiectaiete s e e e srsssars e e e e e as e enesma s emesnsnsasanes 214 185 178
Taxes, other than INCOME..........cceerirrircress e s senenns 94 107 103
Total Operating EXPenses.... ..o reeress e snsassesssessesssssssssreserssasenns 1,586 1,506 1,451
Operating INCOME ..............ooovererrrerrese e recesere st sne s st se e s s sass et sanas 538 538 419
Other Income (EXPENSE) = MEL..uevuvrireeeniirsreserersenscecrsintesnesessesasssssessssssassnsssssosssssssons 8 7 6
INEETESt EXPENSE ..ottt s b s b s s bbb s b e e 130 122 108
Income Before INCOME TAXES .........cocviiieecceniiini ittt saereserevsnssesessssserenn: 416 423 317
INCOME TAKES......cureeeemnemrrenes ettt sttt se s bbb bbbt sb st atattn b aras 164 160 108
INEL INCOIME (A) ..cuereceeeeccec et s saa b st ra e eensseseesneseseenesesneanesesesasas $ 252§ 263 % 200

(a) Net income approximates comprehensive income.

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,

PPL Electric Utilities Corporation and Subsidiaries
{Millions of Dollars)

2015 2014 2013
Cash Flows from Operating Activities
NEE INCOMIE ¢ euruieteassnensesiasesessessribessersinssssbsss amantassbebestesemmssamm b sessemeassseassneseeescasssssnseseassanserers $ 252 % 263 $ 209
Adjustments to reconcile net income to net cash provided by (used in) operating activities
DD O C At O 1uuarsscrseerassssareeseersessereresareraresarstesseibnsasssassassassasaessasssssnnssassaresasstessesresnrasesnesson 214 185 178
AMOTEIZALION cuc et ecieeeestemi st eest s tase st e e st st s st e e me e st sasara e et s b e e res ses ar e es 26 19 19
Defined benefit plans - EXPENSE......ccciircrinsi it sttt s e s 16 15 21
Deferred income taxes and investment tax CredilS........o.evrveriresnrencrnsnscsiierssniessninsesnias 220 87 127
BB .ttt et et e e s s s b et et et e e b e nt et e s e R e aeans (12) 23) &)
Change in current assets and current liabilities
ACCOUNLS TECEIVADIC ... ccricrivrcvecvrneessresersrressnsstessresses st saesnesssiraserssaresreoserssssassssssosmenes 50 GEY) (29
Accounts payable........, creeseenness errerrrsrTrnerarTasaTI e e TS L Eer e e R e R e res e raeaareaaesase rasere e tesaterresares (107) 30 12
UDDILEA TEVEIIUES cavrrrarareessessassrsssrnrasssssesssssrerarsisisstesssstossassasssssnssssssassonsasesossssesssseensssmasson 22 3 (6)
L A 1) LSO OO O 1) 1 36
Regulatory assets and Habilities........cooveecvrerrensisnmmmrinsssss s sessnssessssssesssssenesas 35 5 19
TaXES PAYADIE oot b e e e (108) 75 49
Other... 21 10 (28)
Other operatmg actwmes
Defined benefit pIans fundmg (33) 23) (93)
Other assets.. (10) 19 8
Other habllmes 17 11 10
Net cash provxded by (used m) operatmg act1v1t1es 602 613 523
Cash Flows from Investing Activities
Expenditures for property, plant and equipment.........c..coovivveviererscivnccsinsinseecesneesneresensees (1,097) 931) (903)
Expenditures for intangible aSSELs .........cecimirecieriiniciiicieiiiie st cre e cee e ee s vaessrennsressneressns (10) (26) (39
Net (increase) decrease in notes receivable from affiliate .......ceeoviiicieiiiiiinseeceeee s 150 (150)
Other InVesting aCHVILES ......ccvcverrre i s srerer s e st a et st st as e bessnesr e e snres (1) 16 12
Net cash provided by {used in) investing activities ............cceceierennncinsnscrnsisvnsccenemee. (1,108) (791  (1,080)
Cash Flows from Financing Activities
Issuance Of 10ng-1e1m debL. ...t s s e sabe e e sre s 348 296 348
Retirement of 1ong-1erm debt. ..o et s sae s e sa et (100) {10)
Contributions fTOM PPL........ e rse s ettt s sasae s s resnssa s ssssnssessssba s 275 263 205
Payment of common stock dividends to PArent .............coccvivvevrmermriris i cssesssesesessnenes (181) (158) (127)
Net increase (decrease) in ShOTt-1erm debl. ..o criiiiiicieceeeeee e res e e snssnanes 20) 20
Other fiNANCING GCHVILIES . iiveiiisieis i ieciesierieetinrieiestrrrbsseee v rerrrsersrrsresssresssssesssanesesonsassossansanses 3) (CY] (4)
Net cash provided by (used in) financing actiVities .......ccoovveremeerirrnierree e ceeseans 339 367 442
Net Increase (Decrease) in Cash and Cash EqQuivalents............cocerinminiiinneisnsscsseresnnenars (167) 189 (115)
Cash and Cash Equivalents at Beginning of Perfod.........ccoiminoieceecrrreevrsnereene 214 25 140
Cash and Cash Equivalents at End of Period.........coovviinimrimeiiiicinniiciciceceeeecee e $ 47 $ 214 % 25
Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:
Interest - net of AMOUNE CAPILALZEL ..uuiuiiriviereeetesemreeeiereeeeccee s eeseererersrensasnsasnsasnsares $ 117 § 110 % 87
TNCOITIE TAXES = TIBL veuerrinrerenisisrisistasiss iatessassasssssssabsbasssatssasstaenbasetocsressetensasasessensensrsnssasses $ 33 40 $ (45

The accompanying Notes to Financial Statements are an integral part of the financial statements,
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries

{Miilions of Dollars, shares in thousands)

Assets

Current Assets
Cash and cash equivalents ......

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

Accounts receivable (less reserve: 2015, $16; 2014, $17)

LI 13 04) 01 1) S

Materials and supplies ............
Prepayments........ccceecenceanincans
Regulatory assets ....................
Other current assets.........c.......

Property, Plant and Equipment

Regulated utility plant.............

Less: accumulated depreciation - regulated utility plant........ceccervermeerenvererernrerennnne

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

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

Property, Plant and EQUIPIMENt, NEL ........ccceeirereieiiererererareneesererrssesesssssesesnssssenses

Other Noncurrent Assets
Regulatory assets .......cccovrereenn
Intangibles .......ccereeevererrnennenns
Other noncurrent assets...........

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

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

2015 2014
47 3 214
286 312
10 44
21 i13
34 43
66 10
13 12
8 13
555 761
8,734 7,589
2,573 2,517
6,161 5,072
530 738
6,691 5,810
1,006 397
244 235
15 3
1,265 1,135
8511 $ 7,706

The accompanying Notes to Financial Statements are an hitegral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Electric Utilities Corporation and Subsidiaries

{(Millions of Dollars, shares in thousands)

2015 2014

Liabilities and Equity

Current Liabilities
Long-term debt due within ONE YEAT.....cveriieerrrreresesssrnsmessesmsessssssssssessisrsisini $ 100
Accounts PAYADIE ... s s et s e snensranerevnrnrerns D 288 325
Accounts payable to afﬁllates .................................................................................. 35 70
TAXES . ivtitesiesaeereeme et e ne et e e ne e e et et e na et e nanne s ea e e rns 24 85
INEEIESL ...t e s ere et et b e s e ba e apea s senramsesaresassseresasatbrn 37 34
Regulatory 1iabilities... .o ettt nrce s rvee s sesne s sasns s as 113 76
CUSLOMET dBPOSIES.cimcuieiiiiin it be e ee et e e cens e ee e vasssr e e re s K] | 34
Other current Habilities ...t rasas s e see s ran 77 69

Total Current LiabIlitiEs. ...uuiiciiiiiiii ittt e e e tre e e e verveesreraseeasenerassrassserssesasesan 605 793

Long-term Debt.......... st sereresasnns e esesmeas s sbes 2,828 2,481

Deferred Credits and Other Noncurrent Liabilities
Deferred iNCOME TAXES .c.viveveerrre e s reerreeasesses e sae e s aetsasssssess et amasessesnreresrsnens 1,663 1,425
Accrued pension Obligations...........vvecvecirerenenrinisnesie e e esaeres e 183 212
Regulatory liabilities... 22 18
Other deferred credits and noncurrent 11ab111t1es ...................................................... 91 60

Total Deferred Credits and Other Noncurrent Liabilities ..eeeorecrverrevneressnreierennens 1,959 1,715

Commitments and Contingent Liabilities (Notes 6 and 13)

Equity
Common Stock - N0 PAr VAIIE (8)....ccovivreerieeeeeerinreerssrersrsseressnssessensssassesseserssassiases 364 364
Additional paid-in capital ............ccovrirriireerre s senss s snsssne e e s nas 1,934 1,603
Earnings reinvested. . s nisinenerresesesesesssssnsassssssssssasssssesesesssninsas 821 750

Tt BQUILY ottt sttt ettt e rseae s 3,119 2,117

Total Liabilities and EqQUity ................coooeeiiimeiciiiiiiieciiesiee e reservneresssnssesssseens $ 8511 § 7,706

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

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
PPL Electric Utilities Corporation and Subsidiaries

(Millions of Dollars)
Common
stock
shares Additional
outstanding Comrmon paid-in  Earnings
(a) stock capital  reinvested Total

December 31, 2012........c.ccoovevvceinirrcreceeesrseneens 66,368 $ 364 § 1,135 § 563 $ 2,062
INEt INCOME..coeieve e ceeeccrrveereestrrnrs s e eresnereessssmnans 209 209
Capital contributions from PPL ............ccccevvvenee 205 205
Dividends declared on common stock................. (127) (127)
December 31,2013.............ccooooirmiiiereee 66,368 3 364 $ 1,340 $ 645 § 2,349
NEL INCOMIE. ..ueerreeereerresereereseerae e e e e ssneresens 3 263 § 263
Capital contributions from PPL. .......c.cocccccerrnene $ 263 263
Dividends declared on common stock................. (158) {158)
December 31, 2014 ... 66,368 $ 364 $ 1,603 $ 750 § 2,717
NEL INCOMIE..uvirievrereeseeeneseessesesrsssesiessesresssssesssnsnens $ 252 % 252
Capital contributions from PPL (b).......ccccoeveenrne $ 331 331
Dividends declared on common stocK ....cceueenne (181) {181)
December 31, 2015...........oocovvvvinniniiircsien 66,368 $ 364 $ 1,934 § 821 $ 3,119

(a) Shares in thousands. All common shares of PPL Electric stock are owned by PPL.
(b) Includes non-cash contributions of $56 million. See Note 11 for additional information.

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries

{Millions of Dollars)

2015 2014 2013
Operating REVENUES.............ccovveeririreatcsamseeessa it rs s tsssesasarssssssssasasa: $ 3,115 $ 3,168 $ 2,976
Operating Expenses
Operation
FUEL 1.t et e e e e e 863 965 896
Energy purchases ... e s s seeane: 184 253 217
Other operation and MAINENANCE. ..ottt s s ersre e sassssnone: 837 815 778
DEPIECIAtION ...t crresmcrererrerssnresseresatrsnssnsts e se s s sse et et ses s s e nansnaenens , g2 354 334
Taxes, other than INCOMIE. .......cvrerrercersrersmersesssmsesneresensenisseieresessessasssesssesssassssssssann. 57 52 48
Total Operating EXPENSES ......ccccvevvreeerrrremrermresssnssssieinssssissnessssesesssstesessssssmsssssns 2,323 2,439 2,273
Operating INCOME .............ccoereereceerrsrerersnenessrersnrnieresstess e sesssssssssssssesssssssssnss 792 729 703
Other Income (EXPENSE) = NBL.....c.crrrvrerressererarsesssncarsarmressssssssssrerererasssssssesesesssasasessns (8) )] €))]
INEErest EXPENSE ....vvrviciniiissisrisisssssss st st s are et ne s s sms e smssmnas sesssnesassnenas 178 167 144
Interest Expense with ATfilIate ........cccovremnrermrrcn s s esssse st sne: 3 1
Income from Continuing Operations Before Income Taxes ...........cccovvvvenienne 603 553 551
INCOME TAXES...ci ittt s saere e e eme e s snssrans 239 209 206
Income from Continuing Operations After Income TAXES........oceerevvereiriiennnnn: 364 344 345
Income from Discontinned Operations (net of iNCOME tAXES) ....covveverrrvrerrvrererane: 2
NEL INCOTMIE ......oorvviccecre e sevevaresrerers e st sass s e s e s e e et st ve st sene st nar $ 364 $ 344 % 347

The accompanying Noies to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries

(Miflions of Dollars)
2015 2014 2013
INELINCOIMIR ...oceiiiiiiiiceeeientertesie e rissres et esebs b e e bess s s bsasbestba s ta st e s e beananernnesneennsvaneranes $ 364 $ 344 % 347
Other comprehensive income (loss):
Amounts arising during the period - gains (losses), net of tax
(expense) benefit:
Defined benefit plans:
Prior service costs, net of tax of $2, 84, 50 ..o rvererersresreressnesensinees &) N
Net actuarial gain (loss), net of tax of $2, $32, (FI18) cerci v 4 (50) 28
Reclassification from AQCI - (gains) losses, net of tax
expense (benefit):
Equity investees' other comprehensive (income) loss, net of
LAX OF $O, 5O, FO vt errrrrerre e rcr e se s e s s et evns st e e sssssasssssasmss s vanssnossensans (1)
Defined benefit plans:
Prior service costs, net of tax of ($1), 30, 30 ..o ressesssssssssssesssieens 1 1
Net actuarial loss, net of tax of ($3), $0, $0....ooer e 5 (1)
Total other comprehensive income (J0SS) ......cvv it (1) (58) 28
Comprehensive INCOME.........c.overerereeererrrse et st sne st emes st anaasasnans $ 363 3§ 286 $ 375

The accompanying Notes to Financial Statements are an imtegral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries

(Miltions of Dollars)

Cash Flows from Operating Activities

NEt INCOIME ..vvverererrmmenrmtenerririerernsaee

-----------------------------------------------------------------

Adjustments to reconcile net income to net cash
provided by (used in) operating activities

Depreciation......ceeeverseeeriseneenens
AMOTtiZation .o.vvevereeeierernieieinins

Defined benefit plans - expense

Deferred income taxes and investment tax creditS....vuuuuruiieisnsesieesssnsssssssssssssns

Change in current assets and current liabilities

Accounts receivable.........cveerevennes
Accounts payable......cccovniininnnes
Accounts payable to affiliates........
Unbilled revenues......oovvevvrnnnsnane
Fuel, materials and supplies ..........
Income tax receivable.......c.coruvnnes
Taxes payable.......occoecccrmncenrnnae
{5115 =)

Other operating activities

Defined benefit plans - funding .....
Settlernent of interest rate swaps....

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

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

e BB B AR R B LN RN AA R AR R A bah bbb m et hbad i hdh

ORET ASBELS cveiaieeceeieceeeirearsrrrrerearassrrersrrersasssonsetstiniesstatasatessinssresnenssansnsssnses

Other liabilities...............

Net cash provided by (used in) operating activities .........cccvvvecrvvervrrrerreeenrrarees

Cash Flows from Investing Activities

Expenditures for property, plant and equipment ...........cccvniiiiieneesieeensreeeesreeeenvers
Net (increase) decrease in notes receivable from affiliates....ccccccviciiireien e,

Other investing activities ..............

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

Cash Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates.............cooerrveevenvsrsreninn
Issuance of long-term note with affiliate..........ocovnneniiniici e e

Issuance of long-term debt...............
Retirement of long-term debt ...........

Net increase (decrease) in short-term

L4 Lo T OO

Debt issuance and credit facility COSIS cvevrmrrrnrreramrrcrninin i

Distributions to member ..uuevrisvrsanes

Net Increase (Decrease) in Cash and Cash Equivalents ..........cccceeveeeenennnennrennens
Cash and Cash Equivalents at Beginning of Period......ccvvviiiiiiniininisinsninsinciinee,
Cash and Cash Equivalents at End of Period.....cccovuiiiiiminiiineiiiiieeceeeee e

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized
Income taxes - net..eicrereroranen.

2015 2014 2013

364 % 344 347
382 354 334
27 25 22
38 25 48
236 449 254
2 16 5
24 (20) ©1)
(58) 12 40
@ (M 1
20 13 (24)
6 (32) 0y
135 (136) 1
10 3) 13

9 2

23 (1) 20
(70) (45) (168)
(88) 86
@ M 9

12 6 2
1,063 999 920
(1,210) (1,262) (1,434)
70 (70)

7 1 2
(1,203) (1,191 (1,502)
13 41 (25)
400
1,050 496
(960)

(310) 330 120
(10) (5) (6)
(219) (436) (254)
125 248 243
149 178 574
9 (14) ®

21 35 43
30§ 21 35
163§ 157 137
(139) $ (75) (67)

The accompanying Notes 10 Financial Statements are an integral part of the financial statements,

ppl10k-2015 Final as Filed.docx

107



CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries

(Millions of Dollars)

2015 2014
Assets
Current Assets
Cash and cash eqQUIVAISIILS ....ccvricrerereiernnernsnerrinsse s sresssssssesesssssssssssss st 3 30 % 21
Accounts receivable (less reserve: 20135, $23; 2014, $25)
1T 10 4T o OO 209 231
01T o U 16 18
Unbilled TEVEMUES ..cccevrereirirriir i erecseseesararsasiassasassnssesassnssasassns sassessssesssssstssesns 147 167
Fuel, materials and sUPplies........ccmnmins s 298 311
PrepaYINENTS . .cccciiiecieie ittt b e e 23 28
Income taxes TECeIVADBIE. ...t r e e e 1 136
REGUIALOTY ASSELS ......ecoeeeeice et et sa s s as s e e e e nesneseane e e rn s 35 25
OLNET CUITEIIE ASSELS.cueuuiereeensrernssnsrersesnssesassnssenmstesissessestesessesesasassansnssssasassnssesessesas 6 3
TOta] CUITENE ASSELS coveeeereerrrerreirreeererseeseeserseesressstssaeesnesressseessssssvassrssserasssnssnssrnnes 765 940
Property, Plant and Equipment
Regulated utility plant.........co e rersnsrserresresneneresares 11,906 10,014
Less: accumulated depreciation - regulated utility plant.........c.cvervecrnencnnsaeressreenens 1,163 1,069
Regulated utility plant, NEL.....coeeoie e vre e vt s s errrr st sareens 10,743 8,945
Construction WOrk il PIOZIESS .....eoceeeeeireraesnrresneressreesisre et sresessnsssssas sessesnssasessnsses 660 1,559
Property, Plant and Equipment, net ... ceieessenns 11,403 10,504
Other Noncurrent Assets
REZUIALOTY ASSBLS veverrrercrererrrrreesserasessrsnesersasrenssssnsssssssssmensereesssseessssessesnsensssnessanseras 727 665
GOOAWILL. .. cecrecceree s eeececreransserasess sne sesaae e snasms e st s e satsbessnesseusnsesseesasnsesssssenseras 996 996
Other INTANGIDIES... ..ottt st e e s 123 174
Other NONCUITENT @SSEES.....ccveererirerrrrsssrsnsrersnssassrresessssssssesssesessnassessastsssesasssessssrassines 76 77
Total Other NONCUITENE ASSELS ..o.ccecieeeereecereaee e mrsree e s sssesssssessesses sssn e e srssrsasasenas 1,922 1,912
TOLAL ASSELS ..ot eterr s reetee e e e s e e s e s e a e s s e es R s e e s re e e s ren e asneras $ 14,090 % 13,356

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

ppl10k-2015 Final as Filed.docx 108



CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiaries

(Miliions of Dollars)

Liabilities and Equity

Current Liabilities

Short-term debt...............

Long-term debt due within One Year........cncncse s
Notes payable with afflliates...........ccoevrrrnvcnrnmimn i

Accounts payable............

Accounts payable to affiliates..........coeoivmircrercrcr e e

Customer deposits...........

Price risk management Habilities .. ..ottt e
Price risk management liabilities to affiliates ............orvereresrer e ceeresnrresnraens

Regulatory liabilities.......
Interest....c...oieveeevnanerrecane
Other current liabilities...
Total Current Liabilities

Long-term Debt

Long-term debt ...............
Long-term debt to affiliate
Total Long-term Debt.....

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxes....
Investment tax credits .....

Price risk management Habilities .......coverceniiiciieenincensiniii e
Accrued pension ObliZAtIONS.......ciieiviiireenecncrr et ssss s s errssaesa e s ensnsaae
Asset retirement OblIZAHONS ..ot e rs s s

Regulatory liabilities.......

Other deferred credits and noncurrent HabiliHes..........oovcveveecreeeeeeeeeee e vesreessnnees
Total Deferred Credits and Other Noncurrent LIabilities .....oiissce e,

Commitments and Contingent Liabilities (Notes 6 and 15)

Member's equity ..............

Total Liabilities and EQUILY ... scnsssecssssrssssssssres e sesssssssans

2015 2014
265 $ 575
25 900
54 41
266 399
5 2
52 52
46 36
5 5
66
32 15
32 23
185 131
967 2,245
4,663 3,643
400
5,063 3,643
1,463 1,225
128 131
) 43
296 305
485 274
923 974
206 268
3,543 3,220
4,517 4,248
14,090 $ 13,356

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF EQUITY
LG&E and KU Energy LLC and Subsidiaries

(Millions of Dollars)

December 31, 2012............cccoeeee.
Net INCOME....covierrreerrereressersnenennees
Contributions from member............

DistriDUtions (0 MEINDET .......ccciceereerieertiniererresieesereiarssresses srssrrssssssasssssssesreessesasnsssssassans s ravenmesansressrecsrassrararsesressnces
Other comprehensive inCOME (10SS)....c.icririiiii s e e e
December 31, 2003 ......... .. iieicnieiieseesrreersss s e saresarssressasasnssnssan srnees b e sasessaaneesaseen s et s areenReanRe e ke e r e e raanaan

NEL INCOMIE ... citivreerrrrrareesarreriaeeeens
Contributions from member............
Distributions to member .................
Other comprehensive income (loss)
December 31,2014 ............cooeoeee.

Net income.....cceeene..

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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Member's
Equity

$ 3,786
347

243

(254)

28

$ 4,150

$ 344
248

(436)

(58)

3 4,248

ContribUtions fTOM MEIMDET......cuiveri e rs et e s e er e e e es e e s s es st essaassaserabasasers rasesrsemasanessanssssesssnsssnsesnsncn
B TETH w113 TwTaT o L (0 10T 11513 o
Other comprehensive IBCOME (1OSS).uuinirirrnierir i e e s e s
December 31, 2005............ooiiiiinieernisicsnissssessssssnt s sesssasesssesssasssssanssaes sressbesmrssrasreesres e saseseneranarat srntarn s resarnes

125
(219)
(1)

$ 4,517
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,

Louisville Gas and Electric Company
(Millions of Dollars)

2015 2014 2013
Operating Revenues
Retail And WHOLESALE.......oeeieereeeeeeeeeeeesesssseenesressrmenesseeserneeseesseeme et senaanan sasens $ 1,407 $ 1,445 $ 1,351
Electric revenue from affiliate.........ooveveeenvivnie i 37 g8 59
Total Operating REVENUES ..ot s s 1,444 1,533 1,410
Operating Expenses
Operation
FUBL ... s s 329 404 367
Energy purchases ... et 166 230 195
Energy purchases from affiliate .........ccovereciincnncnnnn s reesecereesmesesnennns 20 14 10
Other operation and MaINIENANCE. ......coeeririiricnine i s senemrresranenes 377 379 373
Depreciation ..o e sens 162 157 148
Taxes, other than INCOIME. ........cooierieeiiinsiterssresisssssesiesarerestessssssstsresnssessressns 28 25 24
Total Operating BXPEnses ......cccoveiimeincnneincsi e e ssseesenssnennes 1,082 1,209 1,117
Operating INCOME ...........ccco it s 362 324 293
Other Income (BXPEnse) - NEL......cccvevcresiiininriisineescimeesies s sssessassasaeas (6) (€))] (2)
TNIETESL EXPOIISE .ot e e b e s e e et s a e s s s 57 49 34
Income Before INCoOme TAXeS..........covveerirererennnrresrinnsrersismsscenssasecsacsasassnscasasss 299 272 257
TDCOTNE TAXES .evraecerremresrrrsvarrsssarsssrereesesaeemsesnsaseansemes earensesmeesesneesbesmearasmessesasiaanes 114 103 94
NEt INCOMIE (R) -o-eeeeeecrieiereieareseeeiereeriesssseeaeeeeeceteargessyensasatat e s asaseesbes et et eensnassranas $ 185 % 169 § 163

(a) Net income equals comprehensive income.

The accompanying Notes to Financial Statements are an integral part of the financial staternents.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company

(Millions of Dollars)

Cash Flows from Operating Activities

NEt INCOME.ueeeirerrevrerrerieeeresrararrreseans

Adjustments to reconcile net income to net cash provided

by (used in) operating activities

Depreciation...........ccccciiieianas
AMOIIZAON c.evvrvereirvrrersirnrneneasas
Defined benefit plans - expense..

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

Deferred income taxes and investment tax creditS....oveneeverereereeesereen

Change in current assets and current

Accounts receivable....ovveeecernnne

liabilities

Accounts receivable from affiliates ....ccccveermrerssrnnrisrreremrreerrrer e s ssrasssen

Accounts payable.......cccoeervenranenn
Accounts payable to affiliates........
Unbilled revenues...............oian
Fuel, materials and supplies...........
Income tax receivable...........co.....
Taxes payable .......cocovvvneinininnns
INterest .....ccvvmnvnnrniree s verevseerens

Other operating activities

Defined benefit plans - funding .....
Settlement of interest rate swaps....
Other assets......ocvereeirnreisiinninsnnns

Other liabilities ......ccoevevees

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

Net cash provided by (used in) operating activities......c.ocvrervvresersrsesnn:
Cash Flows from Investing Activities

Expenditures for property, plant and

EQUIPIMENL.....cciivicrrcrseeseer e eeesensansaes

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

Issuance of long-term debt................
Retirement of long-term debt............

Net increase (decrease) in short-term debt.......cccccvvverrvrncenrenccncnnsrecsrens,
Debt issuance and credit facility COStS ..ovimrrvrernrrammsr i
Payment of common stock dividends to parent .......ccccooeevoinrniiinnciieciann,

Contributions from parent.................

Net cash provided by (nsed in) financing activities.........cocveeniriiieinennns
Net Increase (Decrease) in Cash and Cash Equivalents.................cocoeeiee
Cash and Cash Equivalents at Beginning of Period..........c.ooovvsrnnvrnrnnnnsrnnen,
Cash and Cash Equivalents at End of Period....cvecvevrnvecereececrecee,

Supplemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:

Interest - net of amount capitalized
Income taxes - net......covvniirmninns

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

2015 2014 2013
185 § 169 163
162 157 148
11 12 6
12 9 18
126 118 26
8 2 9
19 (12) (37
11 (23) 14
(29) 25 16
5 @) 1
9 9 (13)
3 £ (12)
70 (74)
1 8 9
5 I
17 7
(26) (13) (48)
(44) 43
11 (2) 9
@) (2 6
554 371 366
(689) (656) (577)
(689) (656) (577)
550 248
(250)
(122) 244 (35)
(5) (2 (€)]
(119) (112) (99)
90 157 86
144 287 197
9 2 (14)
10 8 22
19 § 10 8
48 $ 46 36
8L $ 65 51

The accompanying Notes to Fingncial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company

(Millions of Dollars, shares in thousands)

2015 2014
Assets
Current Assets
Cash and cash eQUIVAIENES .....cccueeeirerrerrnsrreresassssesencesssmsesenessessasnsassasassrescecse $ 19 $ 10
Accounts receivable (less reserve: 2015, $1; 2014, $2)
CUSIOIMIET ... ceeeeccvieibeieste e sstasre e sre s s massrs semssaseree et sae st e asansa st ansasebenaresanestesassnsnss 92 107
L0 1T OO PO 7 1
Unbilled TEVENMUES ...vvvverrrverersseere s e e sr e sn e eer s et s sr e aeasness 67 76
Accounts receivable from affiliates ... 12 23
Fuel, materials and SUPPHES........cooirmimmsismsirei ittt ss st sms e s s 151 162
Prepayments. .....cccenecrineciiiecriresssrisssssesresss s s nsressnesasssnsnss e se s eesases s b e e s 5 8
INCOME tAXES FECRIVADIE .. ..ivurerereerrieseeercesesectneaseeseseseesseesressasanessssasessnesares e re e ne 4 74
Regulatory ASSEES ...uivcceiriinii it scsserens e sscstesaerasssasass s e e s s ns s s nasasst s e s 16 21
OthEr CUITENE ASSEES....iiiiiiriiiiiisierirersrassrsssersnsssnssnmsssmsssrsmseesseesessmrsasmsntassssassssssssssrasss 2 1
TOta] CUITENE ASSELS covvrerriernrrsrrrarneesreereeeeessrese s e rsbe st s ks s s st st s aressr e sessrasrassrnssnns 378 493
Property, Plant and Equipment
Regulated uility plant......vviiiiiimiir i s s 4,804 4,031
Less: accumulated depreciation - regulated utility plant.........cociiiiiinnnee, 404 456
Regulated utility plant, NEt.......cccceeerrerinmniincie et 4,400 3,575
CONSIrUCtion WOTK 1N PIOSTESS 1..euieic e rsecsiisstassssssssssssssssesnsnssnesnsnssnssasmsatsrssesnesas 390 676
Property, Plant and EQuipment, Net......ocvienirencsiieencm s sarssesenseenonns 4,790 4,251
Other Noncurrent Assets
REFUIALOTY ASSEIS c.oeececeireeiese e se s e sasse s s sse s s st e sr e s s saeseessasnes 424 397
GOOAWILL ...t sttt e srse e st st e b e e ronssasaesr e e ennosasesnen 389 389
OLher INEANZIDIES..c.eieeiirieeirresrsseesrrss s eerar e rae e s e i e s sre s ar e s s esabe b shepanenanans 73 97
OMher NONCUITENE BSSELS....uerveriverinserrsrerssesarasssrasessssssnssaasssnssssassemsesssssasesssesasssnsesnens 17 27
Total Other NONCUITENT ASSELS ..ccevreeeeereieirersisnesseesesecssesssssesssesssssssasssssmssasssssnssess 903 910
TOLAL ASSELS voveeiiiseerecerecriie s sessssesesesmsssesesassssssansasssssnsssesssassms sesmssms rasmssms reanantabasnane $ 6,068 $ 5,654

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Louisville Gas and Electric Company

(Millions of Dollars, shares in thousands)
Liabilities and Equity

Current Liabilities

SHOM-EITN AEDL ... et ererecterect s es it esr s s sr e nn s s st ab stk ra b b nanaan
Long-term debt due within one Year...........iiiininmnnessermrermrssssee e

Accounts payable....

Accounts payable to afﬁhates
CUSIOMET AEPOSHS.c.eeieereeireeer it st e e e ane e

Price risk management [Jabilities ......ccovserrirrvsemeierieesestneceine st
Price risk management liabilities to affiliates.........cccecrvverecnsniniinsininnsninnns
Regulatory Habilities. ..ot sssss v e reesbanes e st s

Interest ...
Other current llabllmes

Total Current Llabllmes ..................................................................................

Long-term Debt....... ..o

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes ..
Investment tax credits...
Price risk management llablhtles

Accrued pension Obligations........weesvemrers sttt e

Asset retirement 0bIigAtIONS ......cooveeeeeivecsnrcr
Regulatory labilities. ..o viienennennnisssrinnes et s e ssss s
Other deferred credits and noncurrent liabilities......cccccoeevrmvnnennececciccsnne.
Total Deferred Credits and Other Noncurrent Liabilities ...,

Commitments and Contingent Liabilities (Notes 6 and 15)

Stockholder's Equity

Common stock - N0 par VAUE (2)....ccoveeerrei it
Additional paid-in capital ........c.ccovirvserrem e
Earnings reinvested.... oo uieireininirnenninnesesnsnnssecsnsssnsns bt e ssssssasssssssss i
TOtal EQUILY ...ovireiiieninern it ses st st sssssss s s s s bannssassssssasmsssases

Total Liabilities and EQuity ... circsncsris s

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

2015 2014
142 264
25 250
157 240
25 20
26 25
20 19
5 5
33
13 10
1 6
64 42
488 914
1,617 1,095
829 700
35 36
42 43
56 57
149 66
431 458
91 111
1,633 1,471
424 424
1,611 1,521
295 229
2,330 2,174
6,068 5,654

The accompanying Notes to Financial Statements are an integral part of the financial statements.
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STATEMENTS OF EQUITY

Louisville Gas and Electric Company
(Mitlions of Dollars)

December 31,2012 ...
NEL INCOIME ..evveerecrirassecrerssessesnsssnesnssssessessresssarsssssesssnssas
Capital contributions from LKE ......c.cccniinniiivnicnecnnene.
Cash dividends declared on common $tock ......cceceeveeeee..
December 31, 2013 ...

NEt INCOIME......eeiiiicecierceceiie e ree e ee e e e eeeeesaees e saneeennseasenes
Capital contributions from LKE ...
Cash dividends declared on common stock ...........cceeeunee.
December 31,2014 ...

NEL INCOIMIE....eeeiiresneeseiresieessinssreesssarsressse s s e sssee s ransssnesn
Capital contributions from LKE ..........ccnnniciiiiine,
Cash dividends declared on common S10CK ...ovevrveevveneenn,
December 31, 2015.........coooi e sser e e

Common
stock
shares Additional
outstanding Common paid-in Earnings
(a) stock capital reinvested Total
21,294 § 424 % 1,278 § 108 § 1,810
163 163
86 86
(99) (99)
21,204 $ 424 % 1,364 $ 172§ 1,960
$ 169 $ 169
3 157 157
(112) (112)
21,294 $ 424 § 1,521 $ 229 § 2,174
$ 185 § 185
$ 80 90
(119) (119)
21,294 § 424 % 1,611 § 295 § 2,330

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

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