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LG&E and KU Energy LLC

Ms. Gwen R. Pinson State Regulation and Rates

Executive Director 220 West Main Street

Kentucky Public Service Commission PO Box 32010

211 Sower Boulevard Louisville, Kentucky 40232

P.O. Box 615 www.lge-ku.com

Frankfort, Kentucky 40602-0615 Rick E. Lovekamp
Manager - Regulatory

November 2, 2017 Affairs/Tariffs

T 502-627-3780

F 502-627-3213
Re: Joint Application of PPL Corporation, E.ON AG, E.ON US rick.lovekamp@lge-ku.com

Investments Corp., E.ON U.S. LLC, Louisville Gas and Electric
Company, and Kentucky Utilities Company for Approval of an
Acquisition of Ownership and Control of Utilities

Case No. 2010-00204

Dear Ms Pinson:

Pursuant to the Commission’s Order dated September 30, 2010 in the
aforementioned case, Louisville Gas and Electric Company (“LG&E™) and
Kentucky Utilities Company (“KU™), (collectively, the “Companies™) submit
one copy of the Securities and Exchange Commission (“SEC™) Form 10-Q for
PPL Corporation and its current and former subsidiaries for Period Ended
September 30, 2017. This information is being made pursuant to Appendix C,
Commitment No. 21.

SEC documents for PPL Corporation are also available by selecting “Filings
and Forms™ at http://www.sec.gov. Click “Search for Company Filings”, select
option for “Company or Fund Name” and type in “PPL Corp™.

Please confirm your receipt of this filing by placing the File Stamp of your
Office with date received on the extra copies. Should you have any questions
regarding the information filed herewith, please call me or Don Harris at (502)
627-2021.

Sincerely,

Rk & o

Rick E. Lovekamp
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The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user
assumes all risks for any damages or losses arising from any use of this information, except to the extent such damages or losses cannot be
limited or excluded by applicable law. Past financial performance is no guarantee of future results.
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the quarterly period
ended September 30,2017
OR
[1] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the transition period from

to

Commission File
Number

1-11459

1-905

333-173665

1-2893

1-3464

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.

232758192

23-0959590

20-0523163

61-0264150

61-0247570
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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 0f 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, smaller reporting companies or emerging
growth companies. See the definitions of "large accelerated filer," "accelerated filer," "smaller reporting company” and "emerging growth company" in Rule
12b-2 of the Exchange Act.

Large accelerated Accelerated Non-accelerated  Smallerreporting  Emerging growth
filer filer filer company company
PPL Corporation [X] [ 1] [ ] [ [
PPL Electric Utilities Corporation [ 1] [ 1] [X] [ ] [ ]
LG&E and KU Energy LLC [ 1] [ 1 [X] [ 1] [ 1]
Louisville Gas and Electric Company [ ] [ 1] [X] [ ] [ 1]
Kentucky Utilities Company [ ] [ ] [X] [ 1] [ 1]

If emerging growth companies, indicate by check mark if the registrants have elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.

PPL Corporation

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

—_————
[P I S R R

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

Powsrad by Moniingstar® Document Research™
or timely, The user assumes afl risks for any damages or fosses arising from any use of this infermation,
of future resufts.
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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, 688,464,316 shares outstanding at October 25,2017.

PPL Electric Utilities Corporation ~ Common stock, no par value, 66,368,056 shares outstanding and all held by PPL Corporation
at October 25,2017.

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 25,2017.

Kentucky Utilities Company Common stock, no par value, 37,817,878 shares outstanding and all held by LG&E and KU
Energy LLC at October25,2017.

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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PPL CORPORATION
PPL ELECTRIC UTILITIES CORPORATION
LG&E AND KU ENERGY LLC
LOUISVILLE GAS AND ELECTRIC COMPANY
KENTUCKY UTILITIES COMPANY

FORM 10-Q
FOR THE QUARTER ENDED SEPTEMBER 30, 2017

Table of Content:

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

Unless otherwise specified, references in this Report, individually, to PPL Corporation, PPL Electric Utilities Corporation, LG&E and KU Energy LLC,
Louisville Gas and Electric Company and Kentucky Utilities Company are references to such entities directly or to one or more of their subsidiaries, as the
case may be, the financial results of which subsidiaries are consolidated into such Registrants in accordance with GAAP. This presentation has been applied

where identification of particular subsidiaries is not material to the matter being disclosed, and to conform narrative disclosures to the presentation of
financial information on a consolidated basis.

GLOQSARY OF TERMS AND ABBREVIA’I‘ION% ' N
FORWARD-LOOKING INFORM ATION
PART I FINANCIAL INFORMA’I‘ION
Item 1. Financial Statements
E PPL Corporatmn and Submdlarnes S

e

Condensed Consolldated Statements ofIncome

- w~“:4C,‘ondensed Qongohdated Balance Sheetg o
Condensed Consolldated Statements ongulty

PPL Electrlc Utllmes Corporatlon and S Su

Moo ey

Condensed Co olxd edAStatements ongulty w’
'LG&E and KU Energy LLC and Subsxdxarxes )
: ed Consol(dated

tements ofIncome

Condensed Consolidated Statements ofComprehcnslve Income

- Condensed Consolldated Stalements ofCash F]ows S

oo B Condensed Qonsoh ‘ated Statements of'Fgulty ) k
- Loulsv1lle Gas and Electrlc Company B

V Condensed Statements ofCash Flows ( _‘ ) ) )

: Condensed Bahnce Sheets L

Condensed Stateme ts ongultx ‘ T
Kentucky Utlhtxes Company ) S
Condensed Statements of Income

o ,‘Condcnsed Statcmc its of Cash Plo'w

*"}{l<' e

CCondensed Balance Sheets
‘ Conden sed Statemenls of Eguny
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Comblned Notes to Condensed F1nanc1al Statements (Unaudlted)
Intenm Fmanmal Stateme s

" 3 Segmentand Related Information . . .
. Eammqs Per Share

4
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6. UtllltV Rate Regulanon
8.

. Fmancmg A(,tlvmes
. Dcﬁned Beneﬁts
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10 Re]ated va Transactlons

l OtherIn ome (Ex] ense netA
12 Falr Value Measurements

) 13 Dgnvatlve Instruments and Hed gmg Actlvme
14. Goodwill an rIntanglble Asset
5 Asset Retlrement O llg' ations h L
o 6 Accnmulatcd Other Comprehenslve Income (Loss),

17 New Accountmg Guldance Pendmz Adontlon o

Combmed Managements Dlscussxon and Analysxs omeancxal Condltlon and Results ofOperatlons N
Overv1ew' ' B N o C > S

Introductlon

Busmess Stmtegyy o . S
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’ Results ongemtmn R R o S
) PPL Comomtmn and Sub31d1anes Statement ofIncome Analysxs, Segment Fammgs and Margm

g e e e

0 oratlonandSllbsxdxanes Statement ofIncome Anal :sls Eamnings an Ma u

VLG&E and KU Energx LLC and Sub51d1a Statye_ment of Income Ana ysns, Eammgs andrl_\«/lmar_g:m o

Louxsv1lle Gas and Llectnc Company - Statement of Ingome Analysm, Eamlngs and Margm

Kentucky Ut1ht1es Company - Statement ofIncome Anal)[sxs= Eammgs and Margm
Fm’mctal (,ondltlon : : ' o T

quuldltv and Camtal Resources
CoE -VR1§kManagement o

: Envxrenmental ‘vlatters
New Accountmg Guldancg

Apphcatlon oantxcal Accountmg Pohc1e o
Item 3 uantlt 1v and Qualitative stclosures About Markct Rls

Item4 Cont Is and P?Eeéﬁ&%és RPN
PARTIL OTHER INFORMATION
) Item] Leval Proccedmgs o
Item lA RlSk Factors A
Item4 Mme afet Dlsdosures REEREV AR

COMPUTATIQNS oF RATIO OF EARNII\AIGSV TQ FIXED CHARGES

‘CERTIFICATES OF PRINCIPAL EXECUTIVE OFFICER AND PRINCIPAL FINANCIAL OFFICER

~ PURSUANT TO SECTION 302 OF THE:SARBANES-OXLEY ACT OF 2002 -

CERTIFICATES OF PRINCIPAL EXECUTIVE OFFICER AND PRINCIPAL FINANGIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
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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 administrative, management, and support services primarily 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 provides administrative, management and support services primarily to PPL
Electric.

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 administrative, management and support services to PPL and its subsidiaries.

PPL WPD Limited - an indirect UK. subsidiary of PPL Global, which carries a liability for a closed defined benefit pension plan and a receivable from WPD
plc. Following a reorganization in October 2015, PPL WPD Limited is now parent to WPD plc having previously been a sister company.

WPD - refers to PPL WPD Limited and its subsidiaries.
WPD (East Midlands) - Westem Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.

WPD plc - Western Power Distribution plc, 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).

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.

s
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WKE - Westem 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,
2016 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2016.

Act 11- Act 11 0f 2012 that became effective on April 16,2012. The Pennsylvania legislation authorizes the PUC to approve two specific ratemaking
mechanisms: the use ofa fully projected future test year in base rate proceedings and, subject to certain conditions, a DSIC.

Act 129 - Act 129 of 2008 that became effective in October 2008. The law amended the Pennsylvania Public Utility Code and created an energy efficiency
and conservation program and smart metering technology requirements, adopted new PLR electricity supply procurement rules, provided remedies for market

misconduct and changed the Altemative Energy Portfolio Standard.

Act 129 Smart Meter program - PPL Electric's system wide meter replacement program that installs wireless digital meters that provide secure
communication between PPL Electric and the meter as well as all related infrastructure.

Advanced Metering System - meters and meter reading systems that provide two-way communication capabilities, which communicate usage and other
relevant data to LG&E and KU at regular intervals, and are also able to receive information from LG&E and KU, such as software upgrades and requests to
provide meter readings in real time.

AOCI - accumulated other comprehensive income or loss.

ARO - asset retirement obligation.

ATM Program - PPL's at-the-market common stock offering program.

BSER - Best System of Emission Reduction. The degree of emission reduction the 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.

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.

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.

Depreciation not normalized - the flow-through income tax impact related to the state regulatory treatment of depreciation-related timing differences.

Distribution Automation - advanced grid intelligence enabling LG&E and KU to perform remote monitoring and control, circuit segmentation and "self-
healing" of select distribution system circuits, improving grid reliability and efficiency.

DNO - Distribution Network Operator in the UK.
DRIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.

ii
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DSIC - the Distribution System Improvement Charge authorized under Act 11, which is an altemative 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 programs proposed
by any utility under its jurisdiction. DSM programs consist of energy efficiency programs intended to reduce peak demand and delay the investment in

additional power plant construction, provide customers with tools and information regarding their energy usage and support energy efficiency.

Earnings from Ongoing Operations - A non-GAAP financial measure of eamings adjusted for the impact of special items and used in "Item 2. Combined
Management's Discussion and Analysis of Financial Condition and Results of Operations" (MD&A).

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
byproducts 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 - Eamings per share.

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.

GAAP - Generally Accepted Accounting Principles in the U.S.
GBP - British pound sterling.
GHG(s) - greenhouse gas(es).

GLT - Gas Line Tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas transmission lines, gas service lines, gas risers, leak
mitigation, and gas main replacements.

IBEW - Intemational Brotherhood of Electrical Workers,

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.
LCIDA - Lehigh County Industrial Development Authority.

LIBOR - London Interbank Offered Rate.

Margins - A non-GAAP financial measure of performance used in "Item 2. Combined Management’s Discussion and Analysis of Financial Condition and
Results of Operations" (MD&A).

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.

iii
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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,

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. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant
in Ohio and the Clifty Creek plant in Indiana, with combined summer rating capacities 02,120 MW,

Performance Unit - A stock-based compensation award that represents a variable number of shares of PPL common stock that a recipient may receive based
on PPL's attainment of total shareowner retum over a three-year performance period as compared to companies in the Philadelphia Stock Exchange Utility
Index.

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 altemative electricity supplier under the Customer Choice Act.

PP&E - property, plant and equipment.

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

RAV - regulatory asset value. This term, used within the UK. regulatory environriient, 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 eam a retumn 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. RAV additions are based on a percentage of annual total 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.
Registrant(s) - refers to the Registrants named on the cover of this Report (each a "Registrant" and collectively, the "Registrants").

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.

RIIO - Ofgem's framework for setting UK. regulated gas and electric utility price controls which stands for "Revenues = Incentive + Innovation + Outputs.”
RIIO-1 refers to the first generation of price controls under the RIIO framework. RIIO-EDI refers to the RIIO regulatory price control applicable to the
operators of UK. electricity distribution networks, the duration of which is April 2015 through March 2023, RIIO-2 refers to the second generation of price
controls under the RIIO framework. RIIO-ED?2 refers to the second regulatory price control applicable to the operators of UK. electricity distribution
networks, which will begin in April 2023.

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.

S&P - S&P Global Ratings, 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.

iv
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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 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.

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.

U.K. Finance Acts - refers to UK. Finance Act of 2015 and 2016, enacted in November 2015 and September 2016 respectively, which collectively reduced
the UK. statutory corporate income tax rate from 20% to 19%, effective April 1,2017 and from 19% to 17%, effective April 1, 2020.

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 conceming 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 2016 Form 10-K and in "Item 2.
Combined Management's Discussion and Analysis of Financial Condition and Results of Operations” in this Form 10-Q, the following are among the
important factors that could cause actual results to differ materially from the forward-looking statements:

* the outcome of rate cases or other cost recovery or revenue filings;

+ changesin U.S. or UK. tax laws orregulations;

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

significant decreases in demand for electricity in the U.S,;

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

+ changes in foreign currency exchange rates for British pound sterling and the related impact on unrealized gains and losses on PPL's foreign currency
economic hedges;

+ the effectiveness of our risk management programs, including foreign currency and interest rate hedging;

non-achievement by WPD of performance targets set by Ofgem;

the effect of changes in RPI on WPD's revenues and index linked debt;

the March 29, 2017 notification by the UK. to the European Council of the European Union of the U.K''s intent to withdraw from the European Union and

any actions in response thereto;

defaults by counterparties or suppliers for energy, capacity, coal, natural gas or key commodities, goods or services;

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

capital structure;

a material decline in the market value of PPL's equity;

significant decreases 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, ARO liabilities and interest payable on certain debt securities;

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

the potential impact of unrecorded commitments and liabilities, if any, of the Registrants and their subsidiaries;

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

» changes in securities and credit ratings;

» any requirement to record impairment charges pursuant to GAAP with respect to any of our significant investments;

* laws or regulations to reduce emissions of GHGs or the physical effects of climate change;

» continuing ability to access fuel supply for LG&E and KU, as well as the 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 and other conditions affecting generation, transmission and distribution operations, operating costs and customer energy use;

+ 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 and approvals;

* new state, federal or foreign legislation or regulatory developments;

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

+ ourability to attract and retain qualified employees;

+ the effect of any business or industry restructuring;

+ development of new projects, markets and technologies;

+ performance of new ventures;

business dispositions or acquisitions and our ability to realize expected benefits from such business transactions;

collective labor bargaining negotiations; and

» the outcome of litigation against the Registrants and their subsidiaries.

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

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

Three Months Ended Nine Months Ended September
September 30, 30,
2017 2016 ‘ 2017 2016

‘Operating Revenues S 185 s 189 S 5SS 5685

:Opefafiﬁg Expen§e§

Operation )

" Fuel ’ e
Energy purchases

Other operation an& amtenance :

Deprecxatlon

Total Operatmg Expen_ses
Of)_ereﬁng Income
Oii}')er’irieo}ne (Exée_r;se) -Aelet S

Interest Expense

Income Before Income Taxes

Income Taxes

Net Income

Earnmgs Per Share of Common Stock
3 Net ‘Income Avallable to PP , mm
Basic

- Diluted

dsz
‘051

I Y

‘Dividends Declared Per Share of Common Stock 03950 §

4weléhted-Average Shares ofCommon Stock Outstandmg RO o T N R A R :
- (inthousands) - C e B S O
) _B_a_s1c N ) ) S ) 686,563 ) 678,114 683 783 6.7‘6“,?05
" Dilated  ° S S © 688746 - 680,348 . 686,081

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 (LOSS)

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

Three Months Ended Nine Months Ended September
September 30, 30,
. 3 - 2017 2016 2017 2016

Netincome

Other comprehensxve mcome (loss)

4re1gn currency translatxon adjustmen net of tax of $2), ($l) ($4 (6i13- } A
Qualeymg derivatives, net oftax of$0 ($16) $7, ($9)
Deﬁned beneﬁt plans o N

Net actuanal gam (loss),net oftax of$2w$4 $9 $3

'Reclasmﬁcatxons fromAOCI (gams) losses, net oftax expense (beneﬁt) e A PR
Qua]lfymg denvatxves net oftax of$l $17 ($6) $15 — (69)
Deﬁned beneﬁt plans '
Pnorsemce costs, net oftax of($1), ($l) ($1) ($1) T T 1 — Lo L
Net actuarial (gam) loss, net of tax of($10) ($10) ($28) ($27) 34 . 31 97 94
"Total other comprehensnve income (loss) . ‘ c e Ly 200 7o (623)n L 278 L B(T52)
Comprehensxve mcome (loss) -8 1375 .‘$ L(150) § 1,325 § . 685 ;
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)
Nine Months Ended
September 30,
2017 2016

Cash Flows from Operatmg Actlvmes

- 1,050

Net income = - -

Adjustments to reconctle net mcome to net cash provrded by operatmg actxvmes
Deprecratlon : S
) Amomzatlon
’ Deﬁned beneﬁt plans ; X
Deferred income taxes and mvestment tax credtts

pense (mcome)

Accountsrecelvable :‘ s o o A S e M“wméb)
Accountspayable o 93) (40)

Fuel matena s and supp ies

Prepayments :
Taxes payable
Regulatory assets and llabllmes, net ) N
Accrued interest
2‘?Other current llabllmes
Other
Other operatmg actlvmes

Defined beneﬁt plans- fundmg

& an

Otherllabrlmes & o
" Net cash prov1ded by operatmg actlvmes 21,754 2230°
" Expenditures forproperty, plantand equipment .~ .o Ui et @073)
Expendltures for mtanglble assets o o S A ey 23)

13 - 230
2,164) (2,066)

Cash Flows from Fmancmg Actlvmes

. e . et e e et e e e e w e e e e e o

B 241
(905):

Issuance oflong-term debt
Retlrement of long-term debt ) i
Settlement of CIoss-currency swaps_
Issuance of common stock ) <
~Payrnent of common stock d1v1dends

~ Neti iricrease (decrease) 1n short-term de

i v s e e e oo N C e e

Other ﬁnancmg actlvmes h (33)

" Net cash provxded by (used m) activi i : (558):
Effect of Exchange Rates on Cash and Cash Equlvalents (26)
Net Increase (Decrease)l ‘VCash and Cash F:qlllwval(;nnt“sw o m ‘ » “ . s . (420)
Cash and Cash Equlvalents at Begmmng ofPenod o i o ) 836
Cash and Cash Equlvalents at End ofPeno N T 416 -

:Sunplemental'Disclosures of Cash Flow 'I‘nforlnnﬁuo:n B
Srgmﬁcant non-cash transactlons

Accrued expendltures for propexty, plant and equlpment at September 30 - ' o o g .8 373 $ o w2}}33
Accrued expenditures for intangible assets at September 30, 3 60 $ 104
Source: PPLCORP, 100, Novernber 01, 2017 Pewsred hy Momingstar® Document Rescareh™
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CONDENSED CONSOLIDATED BALANCE SHEETS

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

September 30, December 31,
2017 2016

Assets

Current Assets

: Cash and cash equlvalents -
_ Accounts recexvable (less reserve: 2017, $52 2016 $54)

Customer g
Other
Unbllled revenues
Fuel matenals and supplles
Prepayments B ’ )
Price nsk management assets ] '

Other current assets .

Total Current Assets

Proi)erty; Plant and Equxpment o
Regulated utlllty plant ‘

5

Regulated utlllty plant net .

Non-regulatcd property plant and equtpment

swaccumulated deprecxatlon non-regulated propert

Non-regulated property, plant and equlpment net L N R ) 268 R 279
‘ Constructlonwork inprogress. - - ' m o By 1494 . “Lasa
Propeny, Plant and Equlpment net o o » o 31,816 30,074

Other Noncurrent Asse
Regulatory assets
Goodw1]l

- Other mtanglbles

Pension beneﬁt asset
. ‘A:;Pnce risk management assets e
Other noncurrent assets

;.Total Other Noncurrent Assets ; :

Total Assets S $ 40,758 .°$ 38,315 ¢
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,
2017 2016

Liabilities and Equity

Current Liabilities
Short termdebt, ':-::" R o 'ﬂjiit":"\”' =
Long-term debt due w1thm one year V
Accounts payjahle i
Taxes
Interest
Dividends
Customer deposxts

{

Regulatory habilmes o
Other current habilmes o
Total Current Llabllmes

Deferred Credits and Other Noncurrent Lrabllmes
Deferred mcome ‘taxes e
Investment tax credxts
“\:Accrued pensxon obhgations . )
Asset retirement obhgations

)Regulatory llab1i|t1es . L
Other deferred credits and noncun‘ent habllmes
) Total Deferred Credtts and Other Noncurrent Lrabxlmes

dmonal paxd-m capltal
Eammgs reinvested
p "Accumulated other comprehenswe loss )

Total Equlty o

Total Liabilities and Equity

(a) 1,560,000 shares authorized; 688,133 and 679,731 shares issued and outstanding at September 30, 2017 and December 31, 2016.

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 Corporation and Subsidiaries

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

December 31,2016 =~ ..° 679731 S 7.8 " 984158 389 5 (3778 S 9899
Commonstock 1ssued S 8,402 o ] 303
Stock-based compensatlon . 2 . o
N_e_t_»mf:om?h ] ) l 050 1 050
Dividends and dividen'dvequivalenté o o ‘ . ‘ e - B (813) ) _' S (813)
Othercomprehenswe income (loss) N 275 275
September30 20170 . < T, 688,133 § . 7008 10,122 §° 74066 - ©(3,503)7 7 10,692
December 31,2015 * - @78 § 9919

Common stock 1ssued
/Stock based compensatxon

Net income
wa:dends and dx i
Other comprehcnsxve income (loss)

Adoptxon of stock based compensanon ;
guidance cumulative effect fadjustment © -

September 30, 2016 679,268 § 7 3 9,824 7$ 3,624 8§ (3,480) F$ 9,975

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

The accompanying Noles 1o Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME

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

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

2017 2016 2017 2016

‘Operating Revenues -

Energy purchases . * Lt L0 1 1290 3T
Otheroperatlon andmamtenance - o 133 144 435 431

Taxes, other than income

Total Operatmg Expenses .

?(?,i!érati!lg‘ Income ~ it

‘Other Income (Bxpense) -net '+

Interest Income from Afﬁlxate» T

‘Income Taxes

Net Income (a) .

(a) 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 CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Miilions of Dollars)
' Nine Months Ended
September 30,
2017 2016

Cash Flows from Operatmg Actlvmes
Net -income : ’

tAccounts recelvable -
Accounts payable
- ’Unbilled revenues”:

)  Prepayments

‘ Regulatory asséts and habllltles, net ;i ) .
Taxes payable V
. Other

" Other operatmg activities

Defined benefit plans - funding
Otherassgts
) ; Otherlxabllmes

Cash Flows from Investlng Actnvn

i xpendltures for property, plant and equlpment
Expendltures for mtangrble assets N
) VNet increase in notes recelvable from alﬁllate

Other investing activities

Net cash used:i m mvestmg actxvmes M ! ) "'i) ’ Y Lo o A . (858 ~(740):,

" Issuance oflong-tenn debt-
Retlrement of long-term clebt~ o B
Contnbutlons from parent

i Payment of common stock dlyldends to parent ”'\M“M

Net increase (decrease) in short-tem1 debt
7 Other ﬂnancmg actr i L

Cash and Cash Equlvalents at End of Penod

B

Supplemental Drsclosure of Ca'sh Flow I“fol’matmn ,-

ngmﬁcant non-cash transacuons . . . ) o R N LB
Accrued expenditures for property, plant and equxpment at Scptember 30 $ 190 8 166

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)

September 30, December 31,
2017 2016

Assets

Current Assets

Cash and cash equwalents

Customer ]
Other
i Accounts reeelvable ﬁom afﬁllates s

Notes recelvable from affiliate

. l;llled revenues o
Matenals and supplres

I‘, Prepayments o
Regulatory assets )

Othercurrent assets i‘ )

Total Current Assets

Property, Plant and Equlpment ‘

Regulated utlllty plant

o Regulated ut111ty plant net
Constructlon worl( in progress

Property, Plant and Equlpment net ::ff ’

091e NoncurrentAssets ) o
Regulatory assets
Intanglbles ) ‘
Othernoncurrent a_ssets )

‘ Total OtherNoncurrent Assets .

Total Assets,

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)

September 30, December 31,
2017 2016

Liabilities and Equity

Current Liabilities
Short-term debt
Long-term debt due w1thm one year

nts payable
Accounts payable to afﬁhates

Interest
. Regulatory hablllues
Other current 11ab111t1es

* “Total Cuirrent Liabilities

Deferred Credits and Other Nocurrent Liabili
Deferred income taxes

(a) 170,000 shares authorized; 66,368 shares issued and outstanding at September 30, 2017 and December 31, 2016.

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
L (a) stock capital reinvested Total
‘December 31,2016 8 ‘ % 873 Y§ o v3301
Net income

251 251‘

Cap1tal contnbutxons ﬁ'o EL
D1v1dends declared on common stock

September 30 2017 K o 66,368 ] $ 364 %

‘Decembor 31,2015 T j6s s

Net income. o

Capltal contnbuhons ﬁ'om PPL e B L ‘ 1 K e :
DlVldcnds declared on commen stock S - I '(1~93)A - (193)
‘September 30, 2016 - DU 66368 8. 36408 0 213478 0 . 89K § 3389 -

(a) Shares in thousands. All common shares of PPL Electric stock are owned by PPL.

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
September 30, 30,
) 2017 2016 ) 2017 2016

Operating Revenues: .- 8185 835

Operaﬁng Expenses
Operat'ionr

o

P Fuel o
Energy purchases

Depreciation
7 Taxes, other than income " -
Total Operating Expenses

Operatihg Income

(Otile‘f In‘cAoWn;eh(Ex\pAexisé) -nréttm' o

Interest Expense

Interest Expense with Affiliate

Income Before Income Taxes

Income Taxes
Net Income
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)
(Millions of Dollars)
Three Months Ended Nine Months Ended September
September 30, 30,
o ) 2017 2016 2017 2016
Netincome . i T : :

Deﬁned beneﬁt plans ; )
Net actuarial gam (Ioss) net of tax of$0 , 30, $7 ($l)
Reclassxﬁcatlons from AOCI (gams) losses net of tax expensé (beneﬁt) o
Equity investees' other comprehensive (mcomc) loss, net oftax of $0, $O $0 $0
_ Defined beneﬁt plans s : o

Pnorservxcecosts netoftax of($]) ($1) ($1) ($1) ( T ) —- - A — _ ' » 1 1
Net actuanal loss, net oftax of$0 $0 ($2) ($1) ) I D L L 3 3
Total other comprehenswe income (loss) o o — 1 (@)

LoEe e,

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

LG&E and KU Energy LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)

Nine Months Ended September
30,

2017 2016

. Deprecxauo 1
Amomzatlon

Def ned beneﬂt plans expens‘ :“‘ ’

Accounts recexvable
) Accounts payable

" Accounts payable to afﬁhates
Unbxlled revenues

L \Fuel matenals and supphes

”)Taxes payable

),Accrued mterest

Deﬁned benefit plans funding ‘ V ‘ V V (32) - (32)
Expenditures for asset refirement obligaions < 07 T To e gy gyl
Otherassets V o S . 5 B 1

Net cash prov1ded by operatmg actlvm 920 816

Cash Flows from Investing Actxvmes

Expendltures for property, plant and equxpment ) ‘ ) . (579) (600)
Other mvestmg actlvmes B . 5 e :
Net cash used in mvestmg actlvmes (575) (599)

fC sh‘Flows from F an

) ‘js4\
ol
@)

Net increase (dec ease) in

" Issuance of long- -
Reurement of long-term debt

o 'Net mcrease (decrease) i short texm deb‘ )
Debt i issuance and credlt facmty costs

. bunons o member L
Contnbutlons from member

- ‘Net cash used in ﬁnancmg aetwmes ) o
Net Increase (Decrease) in Cash and Cash Equxvalents N
}Cash and Cash Equxvalents at Begmmng of Period -

Cash and Cash Equivalents at End of Period

oo

Accmed expendltures for ploperty, plant and equxpment at September 30,

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,
2017 2016
Assets

; ‘ff - Customer ) ‘
Other
: ilAccounts recelvable from Aﬁihates E

Unbilled revenues 170
g Fuel matenals and supphes Cel297
Prepayments Y
egulatory assgts o S o) S S S L2000
Other current assets . - - o ' . 8

tglﬂCp’ nt/}ssgts 769 U780

Other noncurrent assets
Total Oth er Noncurrent Assets

S P

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,
2017 2016

Liabilities and Equity

Current Llabrlmes
. ort-tenn deb

Pnce nsk management Irabllmes
X )Regulatory habxlmes i
Interest
,A,Assetretlrementobllgatxons s . L A <60
~ Other current liabilities e 125 119
:“ICurrentLla ilities . - N PSR 1,159 . ' 4

Long-term debt to afﬁllate
- Total Long-tennDebt : i “'/

st

Deferred income taxes
- Investment tax credits
Accrued pensron obli

VRegulatory habllmes ]
-« Price. nsk management hab:lltres i
Other defcrred credrts and noncurrcnt habllmes

(4,666

N Equity

T 14515 .8 - (14371,

Total Lisbilities and Equity, .’

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)

December 31,2016

Net income

‘Distributions to member
dther comprehé-xlsi\}e income '
September 30,2017 "

Net income

‘Contributions from membér ~
Distributions to member -
Ottior comprehensive income
September 30,2016

The accompanying Notes to Condensed Financial Statements are an x'n'tegral 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
September 30, 30,
2017 2016 2017 2016

Ope atmg Revenues

tall and wholesale
Electnc revenue ﬁom aﬁihate

otal Operatlng Revenue o PR

Operating Expenses . .
Operation
‘Fuel Lo il
Energy purchases
. 'MiEnergy purchases from afﬁhate
Other operatron and mamtenance

Taxes other than income

: fTotal Operatmg Expenses

Operating Income . - _

I N

(a) 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 Dollars)

Nine Months Ended September
30,

2017 2016

Cash Flows from Operatmg Actlvmes
Net mcome ) 3

Depreelanon

Amortization

. ,T‘Defmed beneﬁtplans expense

Deferred income taxes and mvestment tax credlts 96 117

Changc in current e' Aand current habrh
Accounts recervable

” ,,Accounts rccervable ﬁ'om afﬁhates

) Accounts payable
'Accounts payab e
Unbrlled Tevenues

~.F Fuel matenals and supphes
Taxes payable

Net mereasc in notes payabl
Issuance of long-term debt
i Renrement of long-term debt T

t 1ssuance and credit facrhty costs )

ent of common stock dlvrdends to parent

ontnbuuons from parent

Net cash uscd in ﬁnancmg actrvmes

Net Increase (Decrease) in Cash and Cash Equlvalents

Cash and Cash Equwalcnts at Begmnmg of Penod )
Cash and Cash Equwalents at End of Penod B o

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,
2017 2016

Assets

Current Assets
Cash and’cash equlvalents ’

. Customer .
Other )
Accounts recelvable from afﬁlrates ’

Unbllled revenues

Fuel matenals and supplles
Prepayments

Regulatory assets

Other current assets

Total Current Assets

Property, Plant and Equrpment
Regulated utlllty plant

Regulated utlllty plant net o

AConstrucnon work in progress ) o R o ) ) . S
Property, Plant and Equlpment, net o 5,151 4,992

Other Noncurrent Assets

Regulatory assets . T IS o413
e ) o o . . R T A

" “Otherintangibles T -

X Othernoncurrent assets . i I T - i3v T
\VTotal OtherNoncurrent Assets B u ' W w j N M N N 869 -

Tofal Assets .

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,
12017 2016

Liabilities and Equity

Current Llabllmes
Shon-term debt
~_ Long-term debt due within one year
Notes payable w1th ;iﬁllate .
Accounts  payable o o
Accounts payable t6. afﬁhates o
Customer deposits
Taxes o ’ ]
Price risk management llabllmes

R gulatory liabilities -
Interest

~ Asset reju-ement obligations .
Other current liabilities

Total Current Liabilities

Long-term Deﬂbtu \

Deferred Credits anid Other Noneurrent Libilities
Deferred income taxes
. “Investment tax crcdlts ' ,‘: o o
Accrued pension obllganons
’ Asset retirement obllgatlons
Regulatory liabilities
i Price risk management llablhtles A

. Otherdeferred credlts and noncurrent lxabllmes o o . ) ) ) o
Total Deferred Cred)ts and OtherNoncurrent Llabllmes ' L o R '_ ’ I ‘1,737 - 1,700 ©

Covmm:ithi’enpt,s and 4Contln”genrLizi_biliti‘es‘-ll;lo—tes:~6:7épd'i9’v)/rk'a T

Stockholder s Equlty

Common stock - no par value (a)
‘ dmonal pald-m capital - Co1682 . -
Eammgs remvested 381
”I‘otal Equity ) 2,487
“Total Liabilities and Equity s © 6,390 8
(a) 75,000 shares authorized; 21,294 sharcs issued and outstanding at September 30, 2017 and December 31, 2016.
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY
Louisville Gas and Electric Company

Additional
paid-in
capital

Earnings
reinvested

(Unaudited)
(Millions of Dollars)
Common
stock
shares
outstanding Common
(a) stock

‘December31,2016 : 21,294 %

Net income
Cash d1v1dends declared on common stock

424

September 30,2017

December 31 2015
Net income ’
Capltal contnbutlons from LKE

;Cash d1v1dends declared on common stock

September 30,2016

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

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

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Three Months Ended Nine Months Ended September
September 30, 30,
2017 2016 2017 2016

Operatmg Revenues
Retall and wholesale

o S8 1324
Electnc revenue from aﬁihate

10
AT

Total Operatlng Revenues

Operating Expénses
Operatign »

Energy purchases
Energy purchases from afﬁhate 1 ‘

Other operatxon and maintenance
3 s Depreclatmn
~ Taxes, other than income

Total Operatmg Expenses

Operaﬁng;incomie‘ ) 153 “
VOtiier‘In'come (Expense) -net i (3)
:Intefes?ﬁicpense N 24 .

Tncgme Before Ingomie Taxes . - T4 L0260 T

Tncome Taxes | . T i
‘Net [nconie (@) $ 77 3 78S

(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 STATEMENTS OF CASH FLOWS

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Nine Months Ended September
30,

2017 2016

Cash Fl WS from Operating Actiyities

nbllled rcvenues .
Fuel, materials and supplles
\\Taxes payable

Accrued mterest
)’:Other PRI S
Other operatmg actlvmes

e § Other assets
Other llabllmes

Cash Flows from F/‘“nanclng Acnvmes
Issuancc of long-term debt

Net Increase (Decrease) m Cash and Casil Eqmvalen
Cash and Cash Equwalents at Begmmng of Period

" Accrued expendiines 5 popery,plant s Sauipment a Sepbo 0.

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

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

September 30, December 31,
2017 2016

Assets

Current Assets

Cash and cash equxvalents s . P : s

Accounts recelvable (Iess reserve: 2017 $I 2016 $2) o ST T
Customer - :
Other

E Accounts recexvable ﬁom afﬁllates o “: - B
Notes recelvable from afﬁllate

: ) Unb1lled revenues . - TeAT
Fuel matenals and supplxes

}?_repaymcnts )
Regulatory assets
thércurrent assets

Total Current Assets

Property, Plant and Equlpment )

. Régulaféé»ﬁtility r)lént Knet/
Constructlon work in progress

Property, Plant and Equlpment ne:t s -

‘Other NoncurrentAssets ~ - o - XG0 T R
“Regulatory assets ) 383

CCGoodwill v e e e
Other mtanglbles 34

* Othernomeurtentassets LT o T 88
‘A'IAfo'tval Other Noncurrent Assets L i L 1,079

‘Tota]\Ass/ets“ . e O G s o e - 31146 s 8,08;

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

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

September 30, December 31,
2017 2016

Liabilities and Equity

Current Liabilities
2 Short termdebt . . L o . $ JE N $ o 1:\:126
Accounts payable 105 78
",Accounts payable to aff')llatesf“\j B L “ : - 2 - o :Z,i? E . A . 56 .
‘(:usltolrrvlerldepqslts ) o ‘ 30 29

eferredm ome axes:“. . vl LTl o ) - RN 1,28 :
Investment tax credlts 94

. " Accrued pension obligations .\ [ A A TP -
Asset retirement obhgatlons o o o \ L 176

B Total Equlty

Tofal Liabilities and Equity

(a) 80,000 shares authorized; 37,818 shares issued and outstanding at September 30, 2017 and December 31, 2016.

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
stock Accumulated
shares Additional other
outstanding Common paid-in Earnings comprehensive
(a) stock capital reinvested loss
December 31,2016 37,8 2308 $ - 2616 00 - §
Net income

Cash d1v1dends declared on commé m stock ;
Other comprehenswe income

‘Séptémber 30,2017, -

T 37818 § e

308 8.

December 31,2015
Capital contnbutlons ﬁ'om LKE

538 5 IR S vy R

‘Net mecome

Cash dividends declared on common stock
fOther comprehenswe income (loss)

September 30,2016 37818 §$ 308 §

M $ 3316

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

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

1. Interim Financial Statements
(All Registrants)

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

The accompanying unaudited condensed financial statements have been prepared in accordance with GAAP for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do not include all of the information and 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 31,2016 is derived from that Registrant’s 2016 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 2016 Form 10-K. The results of operations for the three and nine months
ended September 30, 2017 are not necessarily indicative of the results to be expected for the full year ending December 31, 2017 or other future periods,
because results for interim periods can be disproportionately influenced by various factors, developments and seasonal variations.

2, Summary of Significant Accounting Policies
(PPL and PPL Electric)

The following accounting policy disclosures represent updates to Note 1 in each indicated Registrant's 2016 Form 10-K and should be read in conjunction
with those disclosures.

Accounts Receivable

In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable from altemative electricity
suppliers at a discount, which reflects a provision for uncollectible accounts. The altemative electricity suppliers have no continuing involvement or interest
in the purchased accounts receivable. Accounts receivable that are acquired are initially recorded at fair value on the date of acquisition. During the three and
nine months ended September 30,2017, PPL Electric purchased $324 million and $968 million of accounts receivable from alternative energy suppliers.
During the three and nine months ended September 30, 2016, PPL Electric purchased $365 million and $1.0 billion of accounts receivable from altemative
electricity suppliers.
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3. Segment and Related Information

(PPL)

See Note 2 in PPL's 2016 Form 10-K for a discussion of reportable segments and related information.

Income Statement data for the segments and reconciliation to PPL's consolidated results for the periods ended September 30 are as follows:

Three Months Nine Months
2017 2016 2017 2016

Income Statement Data

Revenues from external customers

UK. Regulated - $ .
Kentucky Regulated
Pennsylvania Regulated' 47>
Corporate and Other 3 —
Total Y PR -3
th Ihcoxjny : o o . §
U.K. Regulated (a) $ 281 8§
Kentucky Regulated™ . . | . Jd2e
_Pennsylvania Regulated ) L 91
- C"o‘rpO{'atg andVO!}'lvqr T e 09 o (25 ¢
Total $ 355 S 473 %
(a) Includes unrealized gains and losses from hedging foreign-currency related economic activity. See Note 13 for additional information.
The following provides Balance Sheet data for the segments and reconciliation to PPL's consolidated results as of:
September 30, December 31,

2017 2016

Balance Sheet Data
Assets
UK Regulated (a) -
Kenll{cky %Rtv:gulAaled

. Ponnsylvania Regulated - T
Corporate and Other (b)
Total i "

(a) Includes $11.7 billion and $10.8 billion of net PP&E as of September 30, 2017 and December 31, 2016. WPD is not subject to accounting for the effects of certain types of
regulation as prescribed by GAAP,
(b) Primarily consists of unallocated items, including cash, PP&E and the elimination of inter-segment transactions.

(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 are individually single operating and
reportable segments.

4, Earnings Per Share

(PPL)

Basic EPS is computed by dividing income available to PPL common shareowners by the weighted-average number of common shares outstanding during
the applicable period. Diluted EPS is computed by dividing income available to PPL common sharcowners 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. Incremental non-participating securities that have a dilutive impact are detailed in the table below.
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Reconciliations of the amounts of income and shares of PPL comumon stock (in thousands) for the periods ended September 30 used in the EPS calculation
are:

Three Months Nine Months
2017 2016 2017 2016

Income (Numerato r)

th income ) - S e E N 5 . 473 s ;»g;qw Asﬂ__
Less amounts allocaled to pamclpalmg securmes 1 1 2
Net i mcome available to PPL common shareowners Basxc and Dllutedl o8 T 274354 30 1472 - 01,0487 -8

Shares of Common Sttoék,( (gh;wm'inatfir) ‘

678,114

Weighted-average shares - Basic EPS

Add ir;;rei'xl\érila] xicn-'}aa;;ﬁz:l:paﬁx;g ;t.:curi!t,iesf. o B L — LA o “
Share-based payment awards . 2,234 2, 298 3,064

Welghted averagc shares Dlluted EPS (680,348 - 636081 . . 679,969

Basnc EPS

Net Income available to PPL common shareowners

Dlluted EPS

Net Income avat]able to PPL common shareowners

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
2017 2016 2017 2016
fStock-based compensatlon;ﬁia;lus @ A‘w . . X ) :::‘ A ,’;Vt’j w ) oy i T )24\8:7\ o R T A a§,168w§
DRIP - 761 - 1,169 N 1,533

(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
2017 2016 2017 2016
Stock’options L - - ’ LT 696 oo 696 K ) 7696
Performance units — 316 — 210
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5. Income Taxes

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

(PPL)
Three Months Nine Months
2017 2016 2017 2016

Federal income tax on Inc'eme Boforc Income Taxos at statutory tax rate =35% = -~ § © o 165. 8. 214 S 480 § 681 ;

Increase (decrease) due to:
:*State income taxes net of federal income tax beneﬁt L

Valuatron al]owance adjustmcn!s

Impact of lower uU. K. 1ncome tax rates

Impact ofthe U K. Fmance Acts (b) : ) : -

Deprecrauon not normalrzed

Interest beneﬁt on

ﬁnancmg enutres o
Stock-based compensatron
" . Other o ) L .

Total increase (decrease)

Total mcome taxes’

(a) Lower income taxes primarily due to the tax benefit of accelerated pension contributions made in the first quarter of 2017. The related tax benefit is recognized over the annual
period as a result of utilizing an estimated annual effective tax rate.

(b) The U.K. Finance Act 2016, enacted in September 2016, reduces the U.K. statutory income tax rate effective April 1, 2020 from 18% to 17%. As a result, PPL reduced its net
deferred tax liabilities and recognized a deferred tax benefit during the three and-nine months ended September 30, 2016.

(PPL Electric)

Three Months Nine Months
2017 2016 2017 2016
<5678 L5280 a4 8 T 149

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

Increase (decrease) due to:

State income taxes, net of federal m‘ 1iiE

Deprecrauon not normalrzed

Stock-based compensanon
Oth er

g Tota] mcrcase (decrease)

Total income taxes $ 64 3 58 8 159 § 162

(LKE)

Three Months Nine Months
2017 2016 2017 2016
=y 748 7408 0 I8l s .7 189

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

Increase (decrease) due lo

’ State i income taxes, net offederal income tax beneﬁt o e : :4 8“ . o Lo 8 ‘. R 19
Amortization of investment tax credit (¢)] (2)
" Stock-bssed compensation R SR O F
_ Other (2) ) (2
: Total increase (deerease) L o5 s s T 3
’I‘otal income taxes 79 S 79 § 195 §
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(LG&E)
Three Months Nine Months
2017 2016 2017 2016

Federal income tax on In g

rate - 35%

Incrcase (decrcase) due to

s wr v e

State income taxes, net of federal mcome tax beneﬁt
Other

Total mcrease (decrease)

Total income taxes

(KU)
Three Months Nine Months
2017 2016 2017 2016

3

xFeder'af income tax on Income Before Ihncome\Tar{;es'avt;slggtupqry“téx;rap’e:;}ws% 8 Cl 43 8 C44. 8 s T

Increase (decrease) due to:

S State mcome taxes, netof federal mco n ) ) ) IZ :

Other )
v Total mcrease(decreasc) ) ey 4. ) 4 L L9 R
Total income taxes 3 47 8 48 3 120 § 128
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,
2017 2016 2017 2016

Current Regulatory Assets
) Envrronmental cost recovery )
Generauon formula rate
’ ‘Transmlssmn service charge ’
Gas supply clause
) 'Smart meter rrder E
Storm costs

e e - cees e

‘ Other -

Total current rcgulatory assets (a) ] $ 34 § 39 3 14 3 19

Storm costs

Unamoruzed loss on debt ) 55 61 30 o 36
Imerest rate swaps o N ST S ' S 29 31 o o
Termmated mtercst rate swaps 93 98 — —
) Accumulated cost ufrernoval of utility planl o o ‘ ‘ ;166‘ . ;f 159 © - i 166~ o] 159
AROs 224 211 —_ —
Other ' . ' ‘ TR =
Total noncurrent regulatory assets 3 1,869 8 1,918 8 1,073 3 1,094
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PPL PPL Electric

September 30, December 31, September 30, December 31,
2017 2016 2017 2016

Current Regulatory Liabilities:
: hGenera'tio_n supply charge N
Transmission service charge
’ Umversal servrce rlder
Transmlsston formula rate

el‘ad_]ustmenl clause ‘ 7

Act 129 compllance rlder
Storm darnage e)gpense,
Other

{Total current regulatory lxabtlmes

Noneurrent Regulatory Ltabllmes

Accumulated cost ofremoval ofutlhty plant _‘ ’ ) $ » ', 678 ‘
Power purchase agreement OVEC (b) 69
" Net deferred tax assets o : . : ] o R 21

Deﬁned beneﬁt plans 7 ‘ V Zi

Termmated mterestrateswaps ‘ < : o f R ! : e 74
Olher 4

“Total noncurrent regulatory habtlmes ) A T V" RSN $ Ll 87308
LKE LG&E KU
September 30, December 31, September 30, December 31, September 30, December 31,
2017 2016 2017 2016 2017 2016

Current Regulatory Assets:

Environrnental cost'récovery .

Gencratton rmula rate

’ ;Gas supply clause * -
Other

ETotal current regulatory assets

Noncurrent Regulatory Assets: -

Defined beneft plans 3
‘Storm costs ) ‘ o RO 2
Unamortlzed loss on dcbt 25 25 )
| Wterestrateswaps ., . 29.% 3129 UUEL L ‘
Terminated interest rate swaps 93 ) 54 57‘ o
GAROs T R S 2t 5 S
Plant retlrement costs 4 — —
) Other 7“ . X ) 9 ) - 2 ) 4 »
Total noncurrent regulatory assets $ 79 § 824 § 413§ 450 S *
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LKE LG&E KU

September 30, December 31, September 30, December 31, September 30, December 31,
2017 2016 2017 2016 2017 2016

Current Regulatory Llabxlmes

7 Démand snde manag' $ y »
Fuel adjustment clause
Total current regulatory liabilities $ 0 s 13

Noncurrent Regulatory Llabllmes:

. "Accumulated cost of. removal
of utility plant

Power purchase agreement OVEC (b) 69 75

. Net deferred tax assets E
Defined beneﬁl plans
ATermmated mterest rate swaps el
Other
Total noncurrem regulatory habllmes N 899 - 73888 - 419 s. - 485 ‘s . 480

(a) For PPL, these amounts are included in "Other current assets” on the Balance Sheets.
(b) This liability was recorded as an offset to an intangible asset that was recorded at fair value upon the acquisition of LKE by PPL,

Regulatory Matters

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

Rate Case Proceedings

In November 2016, LG&E and KU filed requests with the KPSC for increases in annual base electricity and gas rates. LG&E's and KU's applications included
requests for CPCNs for implementing an Advanced Metering System program and a Distribution Automation program.

On April 19,2017 and May 1,2017, LG&E and KU, along with all intervening parties to the proceeding, filed with the KPSC, stipulation and
recommendation agreements (stipulations) resolving all issues with the parties. Among other things, the proposed stipulations provided for increases in
annual revenue requirements associated with KU base electricity rates of $55 million, LG&E base electricity rates of $59 million and LG&E base gas rates of
$8 million, reflecting a return on equity of9.75%, the withdrawal of LG&E's and KU’s request for a CPCN for the Advanced Metering System and other
changes to the revenue requirements, which dealt primarily with the timing of cost recovery, including depreciation rates.

On June 22,2017, the KPSC issued orders approving, with certain modifications, the proposed stipulations filed in April and May 2017. On June 29,2017,
the KPSC issued further orders cormrecting certain revenue requirement and rate calculations and making other technical corrections to the June 22,2017
orders. The combined KPSC orders modified the stipulations to provide for increases in annual revenue requirements associated with KU base electricity rates
0f $52 million, LG&E base electricity rates of $57 million and LG&E base gas rates of $7 million, and incorporate an authorized return on equity of 9.7%.
Consistent with the stipulations, the orders approved LG&E's and KU's request for implementing a Distribution Automation program and withdrawal of a
request fora CPCN for the Advanced Metering System program. The orders also approved new depreciation rates for LG&E and KU that will result in higher
depreciation of approximately $15 million (84 million for LG&E and $11 million for KU) in 2017, exclusive of net additions to PP&E. The orders result in a
base electricity rate increase of 3.2% at KU and base electricity and gas rate increases of 5.2% and 2.1% at LG&E. The new base rates and all elements of the
orders became effective July 1,2017. On June 23,2017, the KPSC also issued orders establishing an authorized return on equity 0f9.7% for all of LG&E's
and KU's existing approved ECR plans and projects, replacing the prior authorized return on equity levels 0f 9.8% for CCR projects and 10% for all other
ECR approved projects, effective with bills issued in August 2017. The impact of the new authorized return for ECR projects xs not expected to be significant
in2017.
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Gas Franchise (LKE and LG&E)

LG&E'’s gas franchise agreement for the Louisville/Jefferson County service area expired in March 2016. In August 2016, LG&E and Louisville/Jefferson
County entered into a revised franchise agreement with a 5-year term (with renewal options). The franchise fee may be modified at Louisville/Jefferson
County's election upon 60 days' notice. However, any franchise fee is capped at 3% of gross receipts for natural gas service within the franchise area. The
agreement further provides that if the KPSC determines that the franchise fee should be recovered from LG&E's customers, the franchise fee will revert to zero.
In August 2016, LG&E filed an application in a KPSC proceeding to review and rule upon the recoverability of the franchise fee.

In August 2016, Louisville/Jefferson County submitted a motion to dismiss the proceeding filed by LG&E and, in November 2016, filed an amended
complaint against LG&E relating to these issues. LG&E submitted KPSC filings to respond to, request dismissal of and consolidate certain claims or aspects
ofthe proceedings. In January 2017, the KPSC issued an order denying Louisville/Jefferson County's motion to dismiss, consolidating the matter with
LG&E's filed application and establishing a procedural schedule for the case. On September 28, 2017, oral arguments were heard by the KPSC and a final
order is expected in 2017. Until the KPSC issues a final order in this proceeding, LG&E cannot predict the ultimate outcome of this matter but does not
anticipate that it will have a material effect on its financial condition or results of operation. LG&E continues to provide gas service to customers in this
franchise arca at existing rates, but without collecting or remitting a franchise fee.

7. Financing Activities

Credit Arrangements and Short-term Debt

(All Registrants)

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

facilities and commercial paper programs of LG&E and KU also apply to LKE. The amounts borrowed below are recorded as "Short-term debt” on the Balance
Sheets. The following credit facilities were in place at:

September 30, 2017 December 31, 2016
Letters of Letters of
Credit Credit
and and
Commercial Commercial
Expiration Paper Unused Paper
Date Capacity Borrowed Issued Capacity Borrowed Issued
PPL
U.K.
WPD plc o
SyndlcatedCredn FaCIhty (a) R Jén. 2022 ° 210 N£ Lo lssog — £
Term Loan Facnlny (b) Dec 2017 230 230 —
¢ WPD(South Wesy - - T ' o L
Syndxca!ed Credn Faclhty (c) July 2021 — —
“WPD (East Midlands) .+ - e ‘
Syndxcated Credlt Facxhty (d) July 2021 300
. WD (West Mldlands) R IR P o
Syndicated Credit Facxhty July 2021 300
Uncomanitied Credit Facfliies ) .~~~ _ 100 " 0 o4 L
Total U.K. Credit Facilities (f) £ 1,385 £ 571 £ 4 £
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September 30, 2017 December 31, 2016
Letters of Letters of
Credit Credit
and and
Commercial Commercial
Expiration Paper Unused Paper
Date Capacity Borrowed Issued Capacity Borrowed Issued
iU.S. e ; Ai : - ‘, - \ ‘ " P T T
PPL Capltal Fundmg
Syndlcated Credit Facxllty S ln2022 - § — § 285 § - 665 20
Syndxcated Credn Facxllty Nov. 2018
 Bilatoral Credit Facility . o Mar2018 .
Total PPL Capxtal Fundmg Credlt
Facilities

wE T
Syndicated Credit Facility Oct. 2018
AT A R - = = ?
_Syndicated Credit Facility oo Jan2032° 8 - B $ — § 190§ 7310 $ 169
Ky , T o
Syndlcated Crcdn Facnhty Jan 2022 $ — 400 §
Lettef of Credn Faclhty o : C o ) Oct 2020 : — Y
Total KU Credit Facilities 3 — 3 400 3

(a) The amounts borrowed at September 30, 2017 and December 31, 2016 were USD-denominated borrowings of $200 million for both periods, which bore interest at 2.06% and
1.43%. The unused capacity reflects the amount borrowed in GBP of £156 million as of the date borrowed.

(b) The amount borrowed at September 30, 2017 was a GBP-denominated borrowing which equated to $296 million and bore interest at 1.50%.

(c) The amount borrowed at December 31, 2016 was a GBP-denominated borrowing which cquated to $137 million and bore interest at 0.66%.

(d) The amounts borrowed at September 30, 2017 and December 31, 2016 were GBP-denominated borrowings which equated to $150 million and $11 million and bore interest at

0.65% and 0.66%.
(¢) The amounts borrowed at September 30, 2017 and December 31, 2016 were GBP-denominated borrowings which equated to $90 million and $75 million and bore interest at

1.29% and 1.26%.
(f) At September 30, 2017, the unused capacity under the U.K. credit facilities was $1.0 billion.

(PPL, LKE and LG&E)

In October 2017, LG&E entered into a $200 million term loan credit facility expiring in 2019. On October 26,2017, LG&E borrowed $100 million under this
facility bearing interest of 1.74%. The proceeds will be used to repay short-term debt and for general corporate purposes.

(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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September 30, 2017 December 31, 2016
Weighted - Commercial Weighted - Commercial
Average Paper Unused Average Paper
) ) Interest Rate Capacity Issuances Capacity Interest Rate Issuances
PPLCopil Funding .~ . . 141% S  TLO00 LS o285 08 oS L LI0%. A0S 20
PPL Electric 650 — 650 1.05%
LO&E [0 g e IS U TS0 e 0 1600 004%

KU 350 — 350
“Total ' ' U8 2023505080 T o475 8- ¢ 1875 .

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

See Note 10 for discussion of intercompany borrowings.
Long-term Debt

(PPL)

In March 2017, WPD (South Wales) issued £50 million of 0.01% Index-linked Senior Notes due 2029. WPD (South Wales) received proceeds of £53 million,
which equated to $64 million at the time of issuance, net of fees and including a premium. The principal amount of the notes is adjusted based on changes in
a specified index, as detailed in the terms of the related indenture. The proceeds were used for general corporate purposes.

In September 2017, PPL Capital Funding issued $500 million 0f4.00% Senior Notes due 2047. PPL Capital Funding received proceeds of $490 million, net
of a discount and underwriting fees, which were used to repay short-term debt obligations and for general corporate purposes.

(PPL and PPL Electric)

In May 2017, PPL Electric issued $475 million of 3.95% First Mortgage Bonds due 2047. PPL Electric received proceeds of $466 million, net of a discount
and underwriting fees, which were used to repay short-term debt incurred primarily for capital expenditures.

In August 2017, the LCIDA remarketed $108 million of Pollution Control Revenue Refunding Bonds (PPL Electric Utilities Corporation Project), Series
2016B due 2027 previously issued on behalf of PPL Electric. The bonds were remarketed at a long-term rate and will bear interest at 1.80% through their
mandatory purchase date of August 15,2022,

In September 2017, the LCIDA remarketed $116 million of Pollution Control Revenue Refunding Bonds (PPL Electric Utilities Corporation Project), Series
2016A due 2029 previously issued on behalf of PPL Electric. The bonds were remarketed at a long-term rate and will bear interest at 1.80% through their
mandatory purchase date of September 1, 2022,

(PPL, LKE and LG&E)

In April 2017, the Louisville/Jefferson County Metro Govemment of Kentucky remarketed $128 million of Pollution Control Revenue Bonds, 2003 Series A
(Louisville Gas and Electric Company Project) due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear
interest at 1.50% through their mandatory purchase date of April 1,2019.

In June 2017, the County of Trimble, Kentucky issued $60 million of Environmental Facilities Revenue Refunding Bonds, 2017 Series A (Louisville Gas
and Electric Company Project) due 2033 on behalf of LG&E. The bonds were issued bearing interest at a rate of 3.75% through their maturity and are subject
to an optional redemption on or after June 1, 2027. The proceeds of the bonds were used to redeem $60 miilion of Environmental Facilities Revenue
Refunding Bonds, 2007 Series A (Louisville Gas and Electric Company Project) due 2033 previously issued by the County of Trimble, Kentucky on behalf
of LG&E.

In June 2017, the Louisville/Jefferson County Metro Government of Kentucky remarketed $31 million of Environmental Facilities Revenue Refunding
Bonds, 2007 Series A (Louisville Gas and Electric Company Project) due 2033 previously issued
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on behalf of LG&E. The bonds were remarketed at a long-term rate and will bear interest at 1.25% through their mandatory purchase date of June 3,2019.
In June 2017, the Louisville/Jefferson County Metro Government of Kentucky remarketed $35 million of Environmental Facilities Revenue Refunding
Bonds, 2007 Series B (Louisville Gas and Electric Company Project) due 2033 previously issued on behalf of LG&E. The bonds were remarketed at a long-
term rate and will bear interest at 1.25% through their mandatory purchase date of June 3, 2019.

(PPL)

ATM Program

In February 2015, PPL entered into two separate equity distribution agreements, pursuant to which PPL may sell, from time to time, up to an aggregate of
$500 million of its common stock. For the periods ended September 30, PPL issued the following:

Three Months Nine Months
o A A o ) 2016 2017 2016
Number of §haf§§ (inrtﬁoqﬁgnfis); ) R 5710 © 7 5526 ‘
Average share price s 3“84;““ $

‘Nt Proceeds

Distributions

In August 2017, PPL declared a quarterly common stock dividend, payable October 2,2017, 0of 39.5 cents per share (equivalent to $1.58 per annum). Future
dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other
factors.

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

Certain net periodic defined benefit costs are applied to accounts that are further distributed among capital, expense and regulatory assets, including certain
costs allocated to applicable subsidiaries for plans sponsored by PPL Services and LKE. Following are the net periodic defined benefit costs (credits) of the
plans sponsored by PPL and its subsidiaries, LKE and LG&E for the periods ended September 30:
Pension Benefits
Three Months Nine Months
u.s. UK. U.S. UK.
2017 2016 2017 2016 2017 2016 2017 2016

IR U SRRt SR I SIS LA S U BT S SRR
58 ) ]26 ) ) 13‘1‘ o
a73) . oam

‘Expected return on pl_éq assets

Amortization of:

.-, Prior service ¢ost’ =

Actuarial loss

Net periodic defined benefit costs _«°
(credits) before scttlements and |
special termination benefits
Settlements (a)

Special termination benefits (b) -

Net periodic defined benefit costs

(credits) s 28 $ 20 $ 29) $ (15) § 69 $ 55 3 86) S “7n
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(a) 2017 includes settlement charges of $§5 million from the LG&E qualified pension plan and $2 million from the PPL non-qualified pension plan and 2016 includes a settlement
charge of $3 million from the PPL non-qualified pension plan. These settlements resulted from lump sum payments that exceeded service cost and interest cost components of net
periodic pension cost for the year.

(b) Enhanced pension benefits offered to certain PPL Electric bargaining unit employees under a one-time voluntary retirement window offered as part of the new five year IBEW
contract ratificd in March 2017.

Pension Benefits
Three Months Nine Months
2017 2016 2017 2016

‘Expected return on plan assets-

Amortlzatlon of:

Prlor service COSt

Actuanal loss (a) 8
Net perxodlc deﬁned beneﬁt costs before settlements L y 10 B 24

Settlements (b)

‘Net perrodxc defned beneft costs .

LG&E

Service cost

>Interest cost . L. . .

Expected return on plan assets

’Amortlzatlon of

Pnor servrce cost

‘ Actuanal loss (a) o “o

[T e e e P

Net perlodrc deﬁned beneﬁt costs before settIements

zScttlemcnts (b)

e .

Net periodic defined benefit costs

(a) Asaresult of treatment approved by the KPSC, the difference between actuarial loss calculated in accordance with LKE's accounting policy and actuarial loss calculated using a
15-year amortization period was $3 million and $8 million for the three and nine months ended September 30, 2017 and $4 million for the nine months ended September 30,
2016. The difference between actuarial loss calculated in accordance with LG&E's accounting policy and actuarial loss calculated using a 15-year amortization period was $1
million and $3 million for the three and nine months ended September 30, 2017 and $1 million for the three months ended September 30, 2016. These differences are recorded
as regulatory assets.

(b) Due to the amount of lump sum payment distributions from the LG&E qualified pension plan, a settlement charge of $5 million was incurred. In accordance with existing
regulatory accounting treatment, LG&E has maintained the settlement charge in regulatory assets. The amount will be amortized in accordance with existing regulatory practice.

Other Postretirement Benefits
Three Months Nine Months
2017 2016 2017 2016

EPL

Service cost ’ $ [ 6
Interest cost 17 19
Expected retum on plan assets ST 7y (17
Amortization of prior service cost 1 —
Amortrza\on ofactuanal loss N ) "1 : 1
Net periodic defined benefit costs $ 6 3 9
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Other Postretirement Benefits
Three Months Nine Months
2017 2016 2017 2016

LKE
S‘;!-vié‘c‘cgst . geern e
Inter.est cost

Bxposted reum onplnassets %

Amortization of prior service cost

‘Net periodic defined jb‘eneﬁt costs ¥ .

(PPL Electric, LG&E and KU)

In addition to the specific plan it sponsors, LG&E is allocated costs of defined benefit plans sponsored by LKE. 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. LG&E and KU are also allocated costs of defined benefit plans from LKS for defined benefit plans sponsored by LKE. See Note 10
for more information on costs allocated to LG&E and KU from LKS. These allocations are based on 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
D e e . . o o o ) 2017 2016 2017 2016
LO&E ' R R T

Expected Cash Flows - U.K. Pension Plans

(PPL)

For the nine months ended September 30,2017, WPD contributed $485 million to its UK. pension plans. These contributions fund all 0of2017 contributions
and a portion of 2018 contributions. WPD does not expect to make additional contributions in 2017.

9. Commitments and Contingencies
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 (¢) 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.

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

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 Westem 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 reliefand 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
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for a class consisting of residents within four miles of the Cane Run plant. In their individual capacities, these plaintiffs sought 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 the common law tort claims. In November 2016, plaintiffs filed an amended complaint removing the
personal injury claims and removing certain previously named plaintiffs. In February 2017, the District Court issued an order dismissing PPL as a defendant
and dismissing the final federal claim against LG&E under the Clean Air Act, and directed the parties to submit briefs regarding whether the court should
continue to exercise supplemental jurisdiction regarding the remaining state law-only claims, On April 13,2017, the District Court issued an order declining
to exercise supplemental jurisdiction and dismissing the case in its entirety, subject to certain federal appeals or state court re-filing rights of the parties. On
June 16,2017, the plaintiffs filed a class action compiaint in Jefferson Circuit Court, Kentucky, against LG&E regarding the state law nuisance, negligence
and trespass tort claims. The plaintiffs seek compensatory and punitive damages for alleged property damage due to purported plant emissions on behalfofa
class of residents within one to three miles of the plant. 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.

E.W. Brown Environmental Claims (PPL, LKE and KU)

On July 12,2017, the Kentucky Waterways Alliance and the Sierra Club filed a citizen suit complaint against KU in the U.S. District Court for the Eastern
District of Kentucky alleging discharges at the E.W. Brown plant in violation ofthe Clean Water Act and the plant’s water discharge permit and alleging
contamination that may present an imminent and substantial endangerment in violation of the RCRA. The plaintiffs’ suit relates to prior notices of intent to
file a citizen suit submitted in October and November 2015 and October 2016. These plaintiffs seek injunctive relief ordering KU to take all actions
necessary to comply with the Clean Water Act violations, including ceasing the discharges in question, abating effects associated with prior discharges and
eliminating the alleged imminent and substantial endangerment. These plaintiffs also seek assessment of civil penalties and an award of litigation costs and
attomey 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, including
increased capital or operating costs, ifany.

(PPL, LKE, LG&E and KU)

Trimble County Water Discharge Permit

In May 2010, the Kentucky Waterways Alliance and other environmental groups filed a petition with the Kentucky Energy and Environment Cabinet
(KEEC) challenging the Kentucky Pollutant 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 moved for discretionary review by the Kentucky Supreme Court. In February 2016, the Kentucky Supreme Court issued an order granting
discretionary review and oral arguments were held in September 2016. On April 27,2017, the Kentucky Supreme Court issued an order reversing the decision
of the appellate court and upholding the permit issued to LG&E by the KEEC.

Trimble County | andfill

Various state and federal permits and regulatory approvals are required in order to construct a landfill at the Trimble County plant to be used for disposal of
CCRs. In October 2016, the Kentucky Division of Water issued a water quality certification and in February 2017, the Kentucky Division of Waste
Management issued a “special waste” landfill permit. In March 2017, the Sierra Club and a resident adjacent to the plant filed administrative challenges to
the landfill permit which were subsequently dismissed by agreed order entered in August 2017. In June 2017, the U.S. Army Corps of Engineers issued a
dredge and fill permit, the final approval required for construction of the landfill. PPL, LKE, LG&E and KU believe that all permits and regulatory approvals
issued for the project comply with applicable state and federal laws.

Regulatory Issues (4// Registrants)

See Note 6 for information on regulatory matters related to utility rate regulation.
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Electricity - Reliability Standards

The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk electric system in North
America. 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 electric system, including electric utility companies,
generators and marketers. Under the Federal Power Act, the FERC may assess civil penalties for certain violations.

PPL Electric, LG&E and KU monitor their compliance with the Reliability Standards and self-report or self-log potential violations of applicable reliability
requirements whenever identified, and submit accompanying mitigation plans, as required. The resolution of a small number of potential violations is
pending. Penalties incurred to date have not been significant. 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.

Environmental Matters
(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. Finally, the
regulatory reviews specified in the President's March 2017 Executive Order (the March 2017 Executive Order) promoting energy independence and
economic growth could result in future regulatory changes and additional uncertainty.

WPD's distribution businesses are subject to certain statutory and regulatory environmental requirements. It may be necessary for WPD to incur significant
compliance costs, which costs may be recoverable through rates subject to the approval of Ofgem. PPL believes that WPD has taken and continues to take
measures to comply with all applicable environmental laws and regulations.

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 neither WPD nor PPL Electric owns any generating plants,
their 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.

Air

(PPL, LKE, LG&E and KU)

NAAQS

The Clean Air Act, which regulates air pollutants from mobile and stationary sources in the United States, has a significant impact on the operation of fossil
fuel plants. Among other things, the Clean Air Act requires the EPA periodically to review and establish concentration levels in the ambient air for six
pollutants to protect public health and welfare. The six pollutants are carbon monoxide, lead, nitrogen dioxide, ozone (contributed to by nitrogen oxide
emissions), particulate matter and sulfur dioxide. The established concentration levels for these six pollutants are known as NAAQS. Under the Clean Air Act,

the EPA is required to reassess the NAAQS on a five-year schedule.

Federal environmental regulations of these six pollutants require states to adopt implementation plans, known as state implementation plans, which detail
how the state will attain the standards that are mandated by the relevant law or regulation.
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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
state implementation plan 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 Poltution Rule. The NAAQS, future revisions to the NAAQS and state implementation plans, 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 anticipate significant costs to comply with these programs, changes in market or operating conditions could result
in different costs than anticipated.

Ozone

The EPA issued the current ozone standard in October 2015. Under the Clean Air Act, the states and the EPA are required to determine (based on ambient air
monitoring data) those areas that meet the standard and those that are in non-attainment. The EPA was scheduled to designate areas as being in attainment or
nonattainment of the current ozone standard by no later than October 2017 which was to be followed by further regulatory proceedings identifying
compliance measures and deadlines. However, the current implementation and compliance schedule is uncertain because the EPA failed to make
nonattainment demonstrations by the applicable deadline. In addition, some industry groups have requested the EPA to defer implementation of the 2015
ozone standard, but the EPA has not yet acted on this request. While implementation ofthe 2015 ozone standard could potentially require the addition of
SCRs at some LG&E and KU generating units, PPL, LKE, LG&E and KU are currently unable to determine what the compliance measures and deadlines may
ultimately be with respect to the new standard.

States are also obligated to address interstate transport issues associated with ozone standards through the establishment of "good neighbor" state
implementation plans for those states that are found to contribute significantly to another state's non-attainment. As a result of a partial consent decree
addressing claims regarding federal implementation, the EPA and several states, including Kentucky, are evaluating the need for further nitrogen oxide
reductions from fossil-fueled plants to address interstate impacts. While PPL, LKE, LG&E and KU are unable to predict the outcome of ongoing and future
evaluations by the EPA and the states, such evaluations could potentially result in requirements for nitrogen oxide reductions beyond those currently
required under the Cross State Air Pollution Rule.

Sulfur Dioxide

In 2010, the EPA issued the current 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. As a result of scrubber replacements completed by LG&E at the Mill Creek plant in 2016, all Jefferson County
monitors now indicate compliance with the sulfur dioxide standards. Additionally, LG&E accepted a new sulfur dioxide emission limit to ensure continuing
compliance with the NAAQS. PPL, LKE, LG&E and KU do not anticipate any further measures to achieve compliance with the new sulfur dioxide standards.

Climate Change

There is continuing world-wide attention focused on issues related to climate change. In June 2016, President Obama announced that the United States,
Canada and Mexico established the North American Climate, Clean Energy, and Environment Partnership Plan, which specifies actions to promote clean
energy, address climate change and protect the environment. The plan includes a goal to provide 50% of the energy used in North America from clean energy
sources by 2025. The plan does not impose any nation-specific requirements,

In December 2015, 195 nations, including the U.S., signed the Paris Agreement on Climate, which establishes a comprehensive framework for the reduction
of GHG emissions from both developed and developing nations. Although the agreement does not establish binding reduction requirements, it requires each
nation to prepare, communicate, and maintain GHG reduction commitments. Reductions can be achieved in a variety of ways, including energy conservation,
power plant efficiency improvements, reduced utilization of coal-fired generation or replacing coal-fired generation with natural gas or renewable generation.
Based on the EPA's Clean Power Plan described below, the U.S. committed to an initial reduction target 0f26% to 28% below 2005 levels by 2025. However,
on June 1,2017, President Trump announced a plan to withdraw from the Paris Agreement and undertake negotiations to reenter the current agreement or
enter a new agreement on terms more favorable to the U.S. Under the terms of the Paris Agreement, any U.S. withdrawal would not be complete until
November 2020.
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Additionally, in March 2017, the President issued an Executive Order (the March 2017 Executive Order) directing the EPA to review proposed and final rules
relating to GHG reductions for consistency with certain policy directives and suspend, revise, or rescind those rules as appropriate. The March 2017
Executive Order also directs rescission of specified guidance, directives, and prior Presidential actions regarding climate change. PPL, LKE, LG&E and KU
cannot predict the outcome of such regulatory actions or the impact, if any, on plant operations, rate treatment or future capital or operating needs.

The UK. has enacted binding carbon reduction requirements that are applicable to WPD. Under the UK. law, WPD must purchase carbon allowances to offset
emissions associated with WPD's operations. The cost of these allowances is not significant and is included in WPD's current operating expenses.

The EPA's Rules under Section 111 of the Clean Air Act, including the EPA's Clean Power Plan

As further described below, in 2015 the EPA finalized rules imposing GHG emission standards for both new and existing power plants. The EPA has also
issued a proposed federal implementation plan that would apply to any states that fail to submit an acceptable state implementation plan under these rules.

The future of these rules is uncertain. The EPA's authority to promulgate these regulations under Section 111 ofthe Clean Air Act has been challenged in the
D.C. Circuit Court by several states, industry groups and individual companies, including LKE. The D.C. Circuit has temporarily held the litigation in
abeyance in light of the EPA's ongoing review of the Clean Power Plan. In February 2016, the U.S. Supreme Court stayed the rule for existing plants (the
Clean Power Plan) pending the D.C. Circuit Court's review and subsequent review by the U.S. Supreme Court if a writ of certiorari is filed and granted. In
addition, the President's March 2017 Executive Order requires the EPA to review the rules for new plants and existing power plants and suspend, revise or
rescind them as appropriate. In October 2017, the EPA proposed to rescind the rule and may seek comment on a possible replacement rule.

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 viable, the rule effectively precludes the construction of new coal-fired plants. The standard for NGCC power plants is the same as what the
EPA proposed in 2012 and is not continuously achievable under all operating modes, such as frequent start-ups and shutdowns, The preclusion of new coal-
fired plants could have a significant industry-wide impact.

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 Clean Power Plan
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 were calculated from 2012 data by applying the 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 would need to make a 36% reduction. These reductions are significantly greater than initially proposed and present significant challenges
to the state. If the Clean Power Plan ultimately remains in place in its cumrent form, and Kentucky fails to develop an approvable implementation plan by the
applicable deadline, the EPA may 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 monitoring developments at the state and federal level. PPL, LKE, LG&E and KU cannot predict the outcome of the pending litigation,
any changes in regulations, interpretations, or litigation positions that may be implemented by the U.S. presidential administration or the potential impact, if
any, on plant operations, or future capital or operating costs. 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 limiting 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, if enacted. The legislation provides that
such state GHG performance standards will be based on emission reductions, efficiency measures and other improvements available at each power plant,
rather than renewable energy, end-use energy efficiency, fuel switching and re-dispatch. These statutory restrictions may make it more difficult for Kentucky
to achieve the GHG reduction levels that the EPA has established for Kentucky, if enacted.
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Sulfuric Acid Mist Emissions (PPL, LKE and LG&E)

In June 2016, the EPA issued a notice of violation under the Clean Air Act alleging that LG&E violated applicable rules relating to sulfuric acid mist
emissions at its Mill Creek plant. The notice alleges failure to install proper controls, failure to operate the facility consistent with good air pollution control
practice, and causing emissions exceeding applicable requirements or constituting a nuisance or endangerment. LG&E believes it has complied with
applicable regulations during the relevant time period. Discussions between the EPA and LG&E are ongoing. PPL, LKE and LG&E are unable to predict the
outcome of this matter or the potential impact on operations of the Mill Creek plant, including increased capital or operating costs, and potential civil
penalties or remedial measures, ifany,

Water/Waste
(PPL, LKE, LG&E and KU)
CCRs

In April 2015, the EPA published its final rule regulating CCRs. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes. The rule became
effective in October 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 in the United States and not closed. Under the rule, CCRs are regulated as non-hazardous under Subtitle D of RCRA and beneficial use of CCRs is
allowed, with some restrictions. The rule's requirements for covered CCR impoundments and landfills include implementation of groundwater monitoring
and commencement or completion of closure activities generally between three and ten years from certain triggering events. The rule requires posting of
compliance documentation on a publicly accessible website. Industry groups, environmental groups, individual companies and others have filed legal
challenges to the final rule, which are pending before the D.C. Circuit Court of Appeals.

Recently enacted federal legislation has authorized the EPA to approve equally protective state programs that would operate in lieu of the CCR Rule. In
January 2017, Kentucky issued a state rule, effective May 2017, aimed at reflecting the requirements of the federal rule. In May 2017, a resident adjacent to
LG&E's and KU's Trimble County plant filed a lawsuit in state court against the Kentucky Energy and Environmental Cabinet and LG&E seeking to
invalidate the new rule. PPL, LKE, LG&E and KU cannot predict the outcome of the litigation, but anticipate continued operation under the former program
in the event that the new rule is struck down.

LG&E and KU have received KPSC approval for a compliance plan providing for construction of additional landfill capacity at the E.W. Brown station,
closure of impoundments at the Mill Creek, Trimble County, E.-W. Brown, and Ghent stations, and construction of process water management facilities at
those plants. In addition to the foregoing measures required for compliance with federal CCR rule requirements, KU also received KPSC approval for its plans
to close impoundments at the retired Green River, Pineville and Tyrone plants to comply with applicable state law requirements. See Note 6 in the
Registrants' 2016 Form 10-K for additional information.

In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs during 2015,2016 and 2017. See Note 15 below and Note 19
in the Registrants' 2016 Form 10-K for additional information. Further changes to AROs, current capital plans or 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.

Clean Water Act

Regulations under the federal Clean Water Act dictate permitting and mitigation requirements for facilities and construction projects in the United States.
Many of those requirements relate to power plant operations, including requirements related to the treatment of pollutants in effluents prior to discharge, the
temperature of effluent discharges and the location, design and construction of cooling water intake structures at generating facilities, standards intended to
protect aquatic organisms that become trapped at or pulled through cooling water intake structures at generating facilities. The requirements could impose
significant costs for LG&E and KU, which are subject to rate recovery.
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ELGs

In September 2015, the EPA released its final ELGs 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. Industry groups, environmental groups, individual companies and
others have filed legal challenges to the final rule, which have been consolidated before the U.S. Court of Appeals for the Fifth Circuit. In April 2017, the
EPA announced that it would grant petitions for reconsideration of the rule. In September 2017, the EPA published in the Federal Register a proposed rule
that would postpone the compliance date for requirements relating to bottom ash transport waters and scrubber wastewaters discharge limits. The EPA expects
to complete its reconsideration of best available technology standards by the fall 0£2020. Upon completion of the ongoing regulatory proceedings, the rule
will be implemented by the states in the course of their normal permitting activities. LG&E and KU are developing compliance strategies and schedules. PPL,
LKE, LG&E and KU are unable to predict the outcome of the EPA's pending reconsideration of the rule or fully estimate compliance costs or timing.
Additionally, certain aspects of these compliance plans and estimates relate to developments in state water quality standards, which are separate from the
ELG rule or its implementation. Costs to comply with ELGs or other discharge limits, which are expected to be significant, are subject to rate recovery.

Seepages and Groundwater Infiltration

Seepages or groundwater infiltration have been detected at active and retired wastewater basins and landfills at various LG&E and KU plants. LG&E and KU
have completed, or are completing, assessments of seepages or groundwater infiltration at various facilities and have completed, or are working with agencies
to implement, further testing, monitoring or abatement measures, where applicable. A range of reasonably possible costs cannot currently be estimated.
Depending on the circumstances in each case, certain costs, which may be subject to rate recovery, could be significant,

(All Registrants)
Other Issues

In June 2016, the "Frank Lautenberg Chemical Safety Act" took effect as an amendment to the Toxic Substance Control Act (TSCA). The Act made no
changes to the pre-existing TSCA rules as it pertains to polychlorinated biphenyls (PCB). The EPA continues to reassess its PCB regulations as part of the
2010 Advanced Notice of Proposed Rulemaking (ANPRM). The EPA's ANPRM rulemaking is to occur in two phases. Only the second part of the rule,
currently scheduled for November 2017, is applicable to PPL operations. This part of the rule relates to the use of PCBs in electrical equipment and natural
gas pipelines, as well as continued use of PCB-contaminated porous surfaces. Although the first rulemaking will not directly affect the Registrants'
operations, it may indicate certain approaches or principles to occur in the later rulemaking which may affect Registrants' facilities in the United States,
including phase-out of some or all equipment containing PCBs. Should such a phase-out be required, the costs, which are subject to rate recovery, could be
significant.

Superfund and Other Remediation

PPL Electric is potentially responsible for a share of the costs at several sites listed by the EPA under the federal Superfund program, including the Columbia
Gas Plant 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, and are not
expected to be, significant to PPL Electric.

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. PPL Electric, LG&E and KU lack sufficient
information on such additional sites and are therefore unable to estimate any potential liability they may have or a range of reasonably possible losses, if any,
related to these matters.
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At September 30, 2017 and December 31, 2016, PPL Electric had a recorded liability of $10 million representing its best estimate of the probable loss
incurred to remediate the sites noted above. Depending on the outcome of investigations at sites where investigations have not begun or been completed, or
developments at sites for which information is incomplete, additional costs of remediation could be incurred; however, such costs are not expected to be
significant.

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

Future cleanup or remediation work at sites under review, or at sites not yet identified, may result in significant additional costs for PPL, PPL Electric, LKE,
LG&E and KU. Insurance policies maintained by LKE, LG&E and KU may be applicable to certain of the costs or other obligations related to these matters
but the amount of insurance coverage or reimbursement cannot be estimated or assured.

Other

Labor Union Agreements

(PPL and PPL Electric)

In March 2017, members of the IBEW ratified a new five-year labor agreement with PPL. The contract covers nearly 1,400 employees and was effective May
22,2017. The terms of the new labor agreement are not expected to have a significant impact on the financial results of PPL or PPL Electric.

(LKE and KU)

In August 2017, KU and the United Steelworkers of America ratified a three-year labor agreement through August 2020. The agreement covers approximately
53 employees. The terms of the new labor agreement are not expected to have a significant impact on the financial results of LKE or KU.

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.
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(All Registrants)

The table below details guarantees provided as of September 30, 2017. "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 30,2017 was $21 million for PPL and $16 million for LKE. The total recorded liability at December 31,2016 was $22 million
for PPL and $17 million for LKE. See footnote (¢) below for information regarding a settlement in principle for certain LKE indemnifications. 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, 2017 Date

PPL

Indemmﬁcauons relaled lo the WPD Mldlands acquxsmon

WPD mdemmﬁcatlons for entities in llquldanon and sales of asse

WPD guarantee of pensmn and other obhgatxons of unconsolldated entltxes .

PP Electrlc‘ T

Guarantee ol' mventory value

LKE
Indemnification of lease termination and other dl/v'estin!rgs" oo B 301 (e) 2621 +2023
LG&E and KU guarantee of shortfall related to OVEC [¢3)

(a) Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating to properties and assets owned by the seller that were transferred to WPD
Midlands in connection with the acquisition. A cross indemnity has been received from the seller on the tax issue. The maximum exposure and expiration of these
indemnifications cannot be estimated because the maximum potential liability is not capped and the expiration date is not specified in the transaction documents,

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

In connection with their sales of various businesses, WPD and its affiliates have provided the purchasers with indemnifications that are standard for such transactions, including
indemnifications for certain pre-existing liabilities and environmental and tax matters or have agreed to 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. Additionally, 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, 2017, WPD has recorded an estimated discounted liability for which the expected
payment/performance is probable. Neither the expiration date nor the maximum amount of potential payments for certain obligations is explicitly stated in the related agreements,
and as a result, the exposure has been estimated.

(d) A third party logistics firm provides inventory procurement and fulfillment services. The logistics firm has title to the inventory, however, upon termination of the contracts, PPL
Electric has guaranteed to purchase any remaining inventory that has not been used or sold.

(c) LKE provides certain indemnifications covering the due and punctual payment, performance and discharge by each party of its respective obligations. 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 guarantec 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 may exceed the maximum. 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 pancl'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, the counterparty issued a demand letter to LKE's indemnitee. In February 2016, the counterparty filed a complaint in
Henderson, Kentucky Circuit Court, seeking an award of damages in the matter. The proceeding is currently in the discovery phase. LKE does not believe appropriate contractual,
legal or commercial grounds exist for the claim made. LKE believes its indemnifications 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. Although the parties have conducted certain settlement discussions and
reached a settlement in principle to resolve all claims for an aggregate amount within LKE's recorded liability, the ultimate outcomes of the WKE termination-related
indemnifications cannot be predicted at this time. Additionally, LKE has indemnified various third parties related to historical obligations for other divested subsidiaries and
affiliates. The indemnifications vary by entity and the maximum exposures range from being capped at the sale price to no specified maximum. LKE could be required to
perform on these indemnifications in the event of covered losses or liabilities being claimed by an indemnified party. LKE cannot predict the ultimate outcomes of the various
indemnification scenarios, but does not expect such outcomes to result in significant losses above the amounts recorded.
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(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 included within a demand charge designed and expected to cover these costs over the term of the contract. LKE's proportionate share of
OVEC's outstanding debt was $118 million at September 30, 2017, consisting of LG&E's share of $82 million and KU's share of $36 million. The maximum exposure and the
expiration date of these potential obligations are not presently determinable. See "Energy Purchase Commitments” in Note 13 in PPL's, LKE's, LG&E's and KU's 2016 Form 10-K
for additional information on the OVEC power purchase contract. In connection with recent credit market related developments at OVEC or certain of its sponsors, such parties,
including LG&E and KU, are analyzing certain potential additional credit support actions to preserve OVEC's access to credit markets or mitigate risks or adverse impacts relating
thereto, including increased interest costs. The ultimate outcome of these matters, including any potential impact on LG&E's and KU's obligations relating to OVEC debt under the
power purchase contract cannot be predicted.

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 wamanties related to services or equipment and vary in duration. The amounts of these guarantees often are not explicitly stated,
and the overall maximum amount of the obligation under such guarantees cannot be reasonably estimated. Historically, no significant payments have been
made with respect to these types of guarantees and the probability of payment/performance under these guarantees is remote.

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

10. Related Party Transactions
Support Costs (PPL Electric, LKE, LGRE and KU)

PPL Services, PPL EU Services and LKS provide PPL, PPL Electric, LKE, their respective subsidiaries, including LG&E and KU, and each other, as
applicable, with administrative, management and support services. For all service companies, the costs of these services are charged to the respective
recipients as direct support costs. General costs that cannot be directly attributed to a specific entity are allocated and charged to the respective recipients as
indirect support costs. PPL Services and PPL EU Services use a three-factor methodology that includes the applicable recipients' invested capital, operation
and maintenance expenses and number of employees to allocate indirect costs. LKS bases its indirect allocations on the subsidiaries’ number of employees,
total assets, revenues, number of customers and/or other statistical information. PPL Services, PPL EU Services and LKS charged the following amounts for
the periods ended September 30, including amounts applied to accounts that are further distributed between capital and expense on the books of the
recipients, based on methods that are believed to be reasonable.

Three Months Nine Months

2017 A 2016 _ 2017 2016
o o 38 nAwos o Tes

‘i’PI;:iii’ectric‘fmmrPPL éerw}ii;eg L
LKE from PPL Services

PPL glectr;c fromPPL EUSerwces .
LG&E from LKS
KU fom LKS

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
overhead costs associated with union and hourly employees performing work for the other company, charges related to jointly owned generating units and
other miscellaneous charges. Tax settlements between LKE and LG&E and KU are reimbursed through LKS.

Intercompany Borrowings
(PPL Electric)
PPL Energy Funding maintains a $400 million revolving line of credit with a PPL Electric subsidiary. At September 30,2017, $2 million was outstanding

and reflected in "Notes receivable from affiliate" on the Balance Sheet. No balance was outstanding at December 31, 2016. The interest rates on borrowings
are equal to one-month LIBOR plus a spread. The interest rate on the outstanding borrowing at September 30, 2017 was 2.98%.
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(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. The interest rates on borrowings are equal to one-month LIBOR plus a spread. At September 30,2017 and December 31,2016, $159 million and
§163 million were outstanding and reflected in "Notes payable with affiliate” on the Balance Sheets. The interest rates on the outstanding borrowing at
September 30,2017 and December 31,2016 were 2.73% and 2.12%.

LKE maintains a $400 million ten-year note with a PPL affiliate with an interest rate 0f 3.5%. At September 30, 2017 and December 31, 2016, the note was
reflected in "Long-term debt to affiliate” on the Balance Sheets.

LG&E)

LG&E participates in an intercompany money pool agreement whereby LKE and/or KU make available to LG&E funds up to $500 million at an interest rate
based on a market index of commercial paper issues. At September 30, 2017, $10 million was outstanding and was reflected in "Notes payable with affiliate”
on the Balance Sheet. No balances were outstanding at December 31, 2016. The interest rate on the outstanding borrowings at September 30, 2017 was
1.46%. Interest expense incurred on the money pool agreement with KU was not significant for the three and nine months ended September 30,2017,

(xU)

KU participates in an intercompany money pool agreement whereby LKE and/or LG&E make available to KU funds up to $500 million at an interest rate
based on a market index of commercial paper issues. At September 30, 2017, KU had no payable balance outstanding, but had a $10 million receivable
balance outstanding, which was reflected in "Notes receivable from affiliate" on the Balance Sheet. No balances were outstanding at December 31,2016, The
interest rate on the outstanding receivable at September, 30,2017 was 1.46%. Interest income incurred on the money pool agreement with LG&E was not
significant for the three and nine months ended September 30,2017.

Other (PPL Electric, LG&E and KU)

See Note 8 for discussions regarding intercompany allocations associated with defined benefits.

11. Other Income (Expense) - net

(PPL)

"Other Income (Expense) - net" for the three and nine months ended September 30,2017 and 2016 consisted primarily of gains (losses) on foreign currency
contracts to economically hedge PPL's translation risk related to its GBP denominated eamings in the UK. See Note 13 for additional information on these
derivatives.

12. Fair Value Measurements

(All Registrants)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). A market approach (generally, data from market transactions), an income approach (generally, present value techniques and
option-pricing models) and/or a cost approach (generally, replacement cost) are used to measure the fair value of an asset or liability, as appropriate. These
valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management believes are predicated on
the assumptions market participants would use to price an asset or liability. These inputs may incorporate, as applicable, certain risks such as nonperformance
risk, which includes credit risk. The fair value of a group of financial assets and liabilities is measured on a net basis. Transfers between levels are recognized
at end-of-reporting-period values. During the three and nine months ended September 30, 2017 and 2016, there were no transfers between Level [ and Level
2. See Note 1 in each Registrant's 2016 Form 10-K for information on the levels in the fair value hierarchy.

Recurring Fair Value Measurements

The assets and liabilities measured at fair value were:
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September 30, 2017 December 31, 2016
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
PPL,
Assets

- Cash and cash equwalcnts

Restricted cash and cash e

Cross-currency swaps

Total pnce rlsk management assets

Tmalassets: o S s

Llabxlmes

Pru,e nsk management Ilabllmes (b)

lntercst rate swaps ) - ) 31 i T =
Foreign currency contracts 167 — 167 — 27 — 27 —
Total price risk managcment habllmcs ’ %, 198 “$ T U$T e f98 gt __ S . s8. s 7 S s8. s —

‘PPL Electric .

Assets
f shand cash equlvalenm ) . 2 — .

Rcstncted cash and cash equwalents (a) 2 2 R — T 2 ' B 2 — —
Totwlasssts . - o ¢ U§ 45§ g4s . = =3 15 5 15 .S — —
Assets

- Cash and cash equnvalents

Cash collateral posted to coumcrpartles (c)

Total assets Lo ,;' .

-Llabllmes

Price nsk management lxabllmes

Inlerest ratc swaps

Total pnce risk management habxlmes $ 29 § — 8 29 % — 3 31 8 — 5 31 8 —

Llabxhues

Pnce risk managemcnt llabllmcs e . : .
Interest rate swaps 3 31§ — 8 31
Total price risk management lxabxlmes e -8 729 0§ — 57 29 § - —-..§ 30.-8  — 8§ 31§ .. Ty~
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September 30, 2017 December 31, 2016
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
_IQJ_M , Bt - ] " ».w - ;, - h, - 'A = T t " ”,‘- -
Assets
' Cash and cash cquivalents I e T 78 I
Total assets 31§ 31§ — 3 — 3 7 8 7 S — 3 —

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

(b) Current portion is included in "Price risk management assets" and "Other current liabilities” and noncurrent portion is included in "Price risk management assets” and "Other
deferred credits and noncurrent liabilities” on the Balance Sheets.

(©) 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/Foreian 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 curmrency risk, PPL uses foreign currency contracts such as forwards, options and cross-currency swaps that contain characteristics of
both interest rate and foreign cumrency contracts. An income approach is used to measure the fair value of these contracts, utilizing readily observable inputs,
such as forward interest rates (e.g., LIBOR and government security rates) and forward foreign currency exchange rates (e.g., GBP), as well as inputs that may
not be observable, such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained to value credit risk and therefore
internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on historical observances. When the
credit valuation adjustment is significant to the overall valuation, the contracts are classified as Level 3.

Financial Instruments Not Recorded at Fair Value (4/! Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are set forth below. The fair values were estimated using an

income approach by discounting future cash flows at estimated current cost of funding rates, which incorporate the credit risk of the Registrants. Long-term
debt is classified as Level 2. The effect of third-party credit enhancements is not included in the fair value measurement.

September 30, 2017 December 31, 2016
Carrying Carrying
Amount (a) Fair Value Amount (a) Fair Value
:'?i’P,.f e L e 8 19sssos T U23as7 .. 18326- 08
PPL Electric 3, 298 3 724 2 831
WKE LT L T e s 3068
LG&E o 1 619 V 1,617
KU o ’ e 2328 R 2327;?

(a) Amounts are net of debt issuance costs.

The canrying amounts of other current financial instruments (except for long-term debt due within one year) approximate their fair values because of their
short-term nature.

13. 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 Risk

Management Committee, comprised of senior management and
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chaired by the Senior Director-Risk Management, 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, value-at-risk analyses (VaR, 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) and the coordination and reporting of the Enterprise Risk Management 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 eamings caused by changes in commodity prices, interest rates and foreign currency
exchange rates. Many of'these 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 subsidiaries.
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. PPL, LKE and LG&E utilize over-the-counter interest rate swaps to limit exposure to market fluctuations on floating-
rate debt. PPL, LKE, 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 and derivatives held by defined benefit plans. This risk is
significantly mitigated to the extent that the plans arc sponsored at, or sponsored on behalf of, the regulated domestic utilities and for certain plans at
WPD due to the recovery methods in place.

Foreign Currency Risk (PPL)

*  PPLisexposed to foreign currency exchange risk primarily associated with its investments in and eamings of U.K. affiliates.

(All Registrants)

Commodity Price Risk

PPL is exposed to commodity price risk through its domestic subsidiaries as described below.

+  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 commodity price risk by entering into full-requirement supply agreements
to serve its PLR customers. These supply agreements transfer the commodity price risk associated with the PLR obligation to the energy suppliers.

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

Volumetric Risk

PPL is exposed to volumetric risk through its subsidiaries as described below.

*  WPDis exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the UK. Under the RIIO-ED1 price control
period, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2016 Form 10-K for additional information on revenue recognition under
RIIO-EDI.

*  PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.
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Equity Securities Price Risk

*  PPL and its subsidiaries are exposed to equity securities price risk associated with the fair value of the defined benefit plans' assets. This risk is
significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery methods in place.
- 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 PPL Electric, LG&E or KU defaults on its obligation, those Registrants 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, thereby 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 (PPL, LKE and LG&E)

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 arangements.

PPL had a $17 million obligation to retum cash collateral under master netting arrangements at September 30, 2017 and a $19 million obligation to return
cash collateral under master netting arrangements at December 31, 2016.

LKE and LG&E had no obligation to return cash collateral under master netting arrangements at September 30, 2017 and December 31, 2016,
PPL, LKE and LG&E posted $1 million and $3 million of cash collateral under master netting arrangements at September 30,2017 and December 31, 2016.

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

Interest Rate Risk

(All Registrants)

PPL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. A variety of 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. In addition, the interest rate risk of
certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of rate cases.

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 30,2017, PPL held an
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aggregate notional value in interest rate swap contracts of £188 million (approximately $242 million based on spot rates) that mature in 2027 to hedge the
interest payments of anticipated WPD debt issuances. These swaps require a mandatory early redemption on or before November 30,2017.

For the three and nine months ended September 30, 2017, PPL had no hedge ineffectiveness associated with interest rate derivatives. For the three months
ended September 30, 2016, PPL had no hedge ineffectiveness associated with interest rate derivatives and for the nine months ended September 30,2016,
PPL had an insignificant amount of hedge ineffectiveness associated with interest rate derivatives.

At September 30,2017, PPL held an aggregate notional value in cross-currency interest rate swap contracts of $802 million that range in maturity from 2017
through 2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior notes.

For the three and nine months ended September 30,2017 and 2016, PPL had no hedge ineffectiveness associated with cross-currency interest rate swap
derivatives.

Cash flow hedges are discontinued ifit 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 eamings once it is determined that the hedged transaction is not probable of
occurring.

For the three and nine months ended September 30, 2017, PPL had an insignificant amount of cash flow hedges reclassified into eamings associated with
discontinued cash flow hedges. For the three and nine months ended September 30, 2016, PPL had no cash flow hedges reclassified into eamings associated
with discontinued cash flow hedges.

At September 30, 2017, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be reclassified into
eamings during the next 12 months is insignificant. Amounts are reclassified as the hedged interest expense is recorded.

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 terminated swap contracts, 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, 2017, LG&E held contracts with a notional amount of $147 million
that range in maturity through 2033.

Foreign Currency Risk
(PPL)
PPL is exposed to foreign currency risk, primarily through investments in and eamings of UK. affiliates. PPL has adopted a foreign currency risk management

program designed to hedge certain foreign cumrency 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 eamnings.

Net Investment Hedges

PPL enters into foreign currency contracts on behalf ofa subsidiary to protect the value of a portion of its net investment in WPD. The contracts outstanding
at September 30,2017 had a notional amount of £92 million (approximately $125 million based on contracted rates). These contracts mature in December
2017.

At September 30,2017 and December 31,2016, PPL had $22 million and $21 million of accumulated net investment hedge after tax gains (losses) that were
included in the foreign currency translation adjustment component of AOCIL
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Economic Activity

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated eamings. At September 30, 2017,
the total exposure hedged by PPL was approximately £2.7 billion (approximately $3.7 billion based on contracted rates). These contracts had termination
dates ranging from October 2017 through April 2020.

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 in eamnings unless specific hedge accounting criteria are met and designated as such, except for the changes in fair values of LG&E's
interest rate swaps that are recognized as regulatory assets or regulatory liabilities. See Note 6 for amounts recorded in regulatory assets and regulatory
liabilities at September 30,2017 and December 31, 2016.

See Note 1 in each Registrant's 2016 Form 10K 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.

September 30, 2017 December 31, 2016
Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated
hedging instruments as hedging instruments hedging instruments as hedging instruments
Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

Current:
Price Risk Management
Assets/Liabilities (a): o )
S apszb) B
Cro ss-currency swaps (b)

o
Bens” o

" Interest rate

Foreign currency contracts

Total current o 29 2
Price Risk Management )
N E ,As:sets/Liap‘i‘lit_ie; (a):i\ A >, s ) h

Interest rate swaps (b) — —

L CosemeySwps®) - o 2 oo =0 o= ST se o

Foreign currency contracts — — 135 81 — — 180
DU DToingneurrent 13200 ST — 35 0 1es 156 — o180 . . - 33
:[‘ot;lcfler-ivativésA T 3 161 —S 2 8 163 3% 196 8§ 188 8 — 8 201 % 58

(a) Current portion is included in "Price risk management assets" and "Other current liabilities" and noncurrent portion is included in "Price risk management assets" and "Other
deferred credits and noncurrent liabilities" on the Balance Sheets.
(b) Excludes accrued interest, if applicable.

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory liabilities for the
periods ended September 30, 2017.
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Three Months Nine Months
Derivative Gain Gain (Loss) Gain (Loss)
(Loss) Recognized in Recognized Recognized
OCI (Effective Portion) in Income in Income
on Derivative Gain (Loss) on Derivative
Gain (Loss) (Ineffective Reclassified (Ineffective
Location of Reclassified Portion and from AOCI Portion and
Gain (Loss) from AOCI Amount into Amount
Recognized into Income Excluded from Income Excluded from
Derivative in Income (Effective Effectiveness (Effective Effectiveness
Relationships Three Months Nine Months on Derivative Portion) Testing) Portion) Testing)
Cash Flow Hedges:
. Interest rate swaps § v =8 Interest expense’ § :

Cross-currency swaps Interes! expense 1 — 1 —
' i . Other income, ‘ ‘ '

S - (expense) - net

— §
Forexgn cun'ency o ’ o
contracts $ | I 1
Derivatives Not Designated as Location of Gain (Loss) Recognized in
Hedging Instruments Income on Derivative Three Months Nine Months

Foreign currency contracts .. ’ -  Other income (experisg : - $ ’ L (81); ., § o (237)§
Interest rate swaps Interest expense ) “)

’ 7 Total (82) s e

Derivatives Not Designated as Location of Gain (Loss) Recognized as

Hedging Instruments Regulatory Liabilities/Assets Three Months Nine Months

Interestrate swaps = .. °

. % SRS U T N

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, 2016.

Three Months

Nine Months

Derivative Gain Gain (Loss) Gain (Loss)
(Loss) Recognized in Recognized Recognized
OCI (Effective Portion) in Income in Income
on Derivative Gain (Loss) on Derivative
Gain (Loss) (Ineffective Reclassified (Ineffective
Location of Reclassified Portion and from AOCI Portion and
Gain (Loss) from AOCI Amount into Amount
Recognized into Income Excluded from Income Excluded from
Derivative in Income (Effective Effectiveness (Effective Effectiveness
Relationships Three Months Nine Months on Derivative Portion) Testing) Portion) Testing)
Cash Flow Hedges:
B [éfég’gst rate swaps A/ L i — $ Interest expense o ) —
Cross-currency swaps 78 87 ]nterest expense

Total $ 78 8

-th Investmcnt Hcdgcs

Foreign currency
contracts
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Derivatives Not Designated as

Location of Gain (Loss) Recognized in

Hedgmg Instruments Income on Derivative Three Months Ninc Months
Foreign currency contracts. ) e Otlicr income (expense) - net e 49 i
lImerest rate swaps Inté;ési expense" » ﬁ o (2) T (6)
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Llabllxtics/Asscts Three Months Nine Months
Inferestraeswaps D T T T 3 28 o)
(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, 2017 December 31, 2016
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
Assets/Lmblhues
Imcrcst rate swaps . i = i $¢ 5 A 3 .
Total current — 5
Noncurrent ) 2 .

Pncc R.lSk Managcmem
/}ssets/Llabxllnes. ;
Interest rate swaps
B Total noncurrent -

Total derivatives

— 24 — 27
S cwl o e a4 A = 7
$ — 8 29§ — 8 31

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 30,2017.

Location of Gain (Loss) Recognized in

Derivative Instruments Income on Derivatives Three Months Nine Months
Interestrateswaps ., - . - . . Interestexpemse . - - § (ORI @l
Location of Gain (Loss) Rccogmzcd in
Derivative Instruments Three Months

Regulatory Assets Nine Months

Interest rate swaps .

Regulatory assets noncurrent

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, 2016.

Location of Gain (Loss) Recognized in

Derivative Instruments Income on Dertvatives Three Months Nine Months
llnnt'éjresg rate swaps . o N - Intercst expense . S s L@ s T (e
Location of Gain (Loss) Recogmzed in
Three Months Nine Months

Derivative Instruments

; Interest rate swaps

/] Regulatory assels - noncurrent

Regulatory Assets
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(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments

PPL, LKE, LG&E and KU or certain of their subsidiaries have master netting arrangements in place and also enter into agreements pursuant to which they
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 a right to set off amounts owed under the agreement against any other obligations arising between the
two parties (whether under the agreement or not), whether matured or contingent and irrespective of the currency, place of payment or place of booking of the
obligation.

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

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

September 30, 2017
Treasury Derivatives

CRL L s s
LKE —
LG&E '

December 31, 2016

Treasury Derivatives

T s ek
LKE —

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

(PPL, LKE and LG&E)

At September 30, 2017, derivative contracts in a net liability position that contain credit risk-related contingent features, collateral posted on those positions
and the related effect of a decrease in credit ratings below investment grade are summarized as follows:
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PPL LKE LG&E
Aggregate faxr value of derlvatlve mstruments in a net hablhty posmon with crcdlt nsk-related contmgent o S ; ‘

4§ 1 s

features . i el T B A . . ALy
Aggregate falr value of collateral posled on these denvatlve instruments 1
“Aggrogate fair value of addmonal collau:ral requlrcmcntSm ‘the eventofa crcdlt downgradc below I N

mvesrmentgrade(a) ) o T oo L 42

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

14, Goodwill and Other Intangible Assets
(PPL)

The change in the carrying amount of goodwill for the nine months ended September 30, 2017 was due to the effect of foreign currency exchange rates on the
UK. Regulated segment.

The change in the carrying amount of other intangible assets for the nine months ended September 30, 2017 was primarily due to a change in WPD’s
approach in acquiring rights-of-way relating to WPD equipment impacting landowners' property. A shorter term agreement at a lower cost is now being
offered which has also reduced the estimated liability for claims not yet settled.

15. 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
‘Balanco at December 31,2016 ‘ 43 s otas s
Accreuon 15 5
Effectof foreign exchangerates - 7o claco S ot e T
Changes i in cstlmated timing or cost (70) (63) (12)
v .Obllganons settled T u . o _> I w(30) o , B 30) R (MZW(B T ”(IO)ﬁ
Balance at September 30, 2017 ) V - ' 3 406 § 355 % 118 8 237

PPL's, LKE's, LG&E's and KU's ARO liabilities are primarily related to CCR closure costs. See Note 9 for information on the final CCR rule. For LKE, LG&E
and KU, all ARO accretion and depreciation expenses are reclassified as a regulatory asset. ARO regulatory assets associated with approved ECR projects for
CCRs are amortized to expense over a period of 10 to 25 years based on retirement expenditures made related to the obligation. For other AROs, at the time
of retirement, the related ARO regulatory asset is offset against the associated cost of removal regulatory liability, PP&E and ARO liability.

LKE recorded decreases of $66 million ($56 million at KU and $10 million at LG&E) to the existing AROs during the nine months ended September 30,
2017 related to the closure of CCR impoundments. These revisions are the result of changes in closure plans related to expected costs and timing of closures.
Further changes to AROs, capital plans or operating costs may be required as estimates of future cash flows are refined based on closure developments and
regulatory or legal proceedings.
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16. 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.

Amounts ansmg durmg the Renod

Reclassifications from AOCI

‘Net OCI during the period:.

Foreign Unrealized gains Defined benefit plans

currency (losses) Equity Prior Actuarial

translation on qualifying investees' service gain

adjustments derivatives AOCI costs (loss) Total
PPL ,
June30,2007 . o Cos a0 s a3 0§ — 2,083 S
Amounts ansmg durmg the penodv i} azn 1 R - - [
Rcclasslﬁcanons from AOCI i R — = o 34 T
Net OCI durmg the penod (12) 1 — — 31
September30 2017 o -8 1(1,432) s (12) ;s;‘:d — [O) \«$>?~ -(2,052) 8 7(3,503)1
December 31,2016 s aen s L @ s @ sl 5
Amounts ansmg durmg the penod 195 29) — — (14)
Reclassxﬁcatxons from AOCI e e o » Wl\ - .
Net OCI during the period 195 (5) !
‘September 30,2017 * s e s ) s, — D 8 (2050 § . (3,503)
June 30,2016 $. (716 s . (5 8 - TGy $TU2130) S (2857).
Amounts arising durmg the penod (641) 62 — — (6) (585)
‘Reclassifications from AOCT L o ey Ty - (38)
Net OCI during the period (641) (©) — — 25 (623)
September 30,2016 . s @ s - (s ) G) 8- .@105) -5 (3480
‘Décember 31,2015 ‘ s ) s @ s o 6 S (2195 -5 - (2728)"
Amounts ansmg durmg the perlod 57 — — 4)
Rec]assxﬁcatxons from AOCI o 2 ’ (62) (lv) N 1 o §4 T )
Net OCI durlng lhe perlod (837) (5) (1) 1 90 (752)
Scptcmber30 2016 : R $ (1,357) - (12) S : ) (5 8 T(2.105) % 7(3,480)

September 30, 2017 3 — @ 3 (70) $ an
December 31 2016 ) $ (1) @ 3 61 $ (70)
Amounts ansmg durmg the penod ) t i o e ) — - (12) (12)
Reclgssnﬁcatlons frontAOCI 1 1 3 S
Net OCI diring the period- 5 E 1 ! ® (T
Se_ptt:ntber SQ, 2017 $ — 7 3 (70) § (77)
N ; S ;
Junc 30 2016 ) ~ $ m ® s (33) % (43)
Reclass1ﬁcatxons from AOCI : R — — 1 1}
Net OCI durmg the penod — — 1 1
Septcmber 30, 2016 ' HOK % 3 (32) (42)
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Defined benefit plans

Foreign Unrealized gains
currency (losses) Equity Prior Actuarial
translation on qualifying investees' service gain

December31 2015 N D T

adjustments derivatives ) AOCI costs (loss) Total
Sl LS e s a0 s (6 L8 @6

Amounts ansmg durmg the perlod — — 1
Reclass1ﬁcauons fr(;m Aocl- S ’ ) T 3 1 - & 3 ‘
Nel OCI durmg lhe penod ) (69)] 1 4
Scptcmbcr 30, 2016 O V » T o $ ) 3 L9 KX (328 (4!

(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) and subject to capitalization. See Note 8§ for additional information.
Three Months Nine Months Affected Line Item on the
Details about AOCI 2017 2016 2017 2016 . Statements of Income

(s, Interest Expense o o

Qualifying derivatives

- Interest rate swaps

80 Other Income (Expense) net

Cross-currency swaps 2 86
. T E : . 5

Interest Expense

Total Pre-tax

‘Income Taxes -

Total After-tax

Equity invcslc_cs' AOCI

Tot:fl Pre~iax N
Income Taxes
Total Aﬂer-tax

Defined benefitplans -
Pnor servwe costs

T oaasy
127 (123)
(98) (95)

let actuarial loss

Total Pre tax

Incomc Taxes

Tolal After-tax

Total reclassifications during the period $ (123) § (32)

17. New Accounting Guidance Pending Adoption
(All Registrants)

Accounting for Revenue from Contracts with Customers

In May 2014, the Financial Accounting Standards Board (FASB) issued accounting guidance that establishes a comprehensive new model for the recognition
of revenue from contracts with customers. This model is based on the core principle that revenue should be recognized to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.

The Registrants have completed an assessment of substantially all of their revenue under this new guidance and, for those assessments that have been
completed, have determined it will not have a material impact on their current revenue recognition policies. The Registrants' operating revenues are derived
primarily from tariff-based sales that result from providing electricity and natural gas to customers with no defined contractual term. Tariff-based sales are
within the scope of the new guidance, and operating revenues under the new guidance will be equivalent to the electricity and natural gas delivered and
billed in that
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period (including estimated billings), which is consistent with current practice. Management is still assessing the impact of the new standard on certain
revenues in the UK. Regulated segment and does not expect there to be a material impact to current practice, however, the assessment is still ongoing.

The disclosure requirements included in the standard will result in increased information being provided to enable the users of the financial statements to
understand the nature, amount, timing and uncertainty of revenue arising from contracts with customers. These disclosures will include disaggregation of
revenues by geographic location, customer class or type of service, as applicable for each Registrant. Some revenue arrangements, including alternative
revenue programs and lease income, are excluded from the scope of the new guidance and will be accounted for and disclosed separately from revenues from
contracts with customers. The Registrants will also be required to disclose the opening and closing balances of accounts receivable and any contract assets or
contract liabilities resulting from contracts with customers.

For public business entities, this guidance can be applied using either a full retrospective or modified retrospective transition method, beginning in annual
reporting periods after December 15,2017 and interim periods within those years. The Registrants will adopt this guidance effective January 1,2018 and will
determine the transition method they will apply once they have completed their assessments and the implications ofusing either the full retrospective or
modified retrospective transition methods are known.

Accounting for Leases

In February 2016, the FASB issued accounting guidance for leases. This new guidance requires lessees to recognize a right-of-use asset and a lease liability
for virtually all of their leases (other than leases that meet the definition of a short-term lease). For income statement purposes, the FASB retained a dual
model for lessees, requiring leases to be classified as either operating or finance. Operating leases will result in straight-line expense (similar to current
operating leases) while finance leases will result in a front-loaded expense pattern (similar to current capital leases). Classification will be based on criteria
that are largely similar to those applied in current lease accounting, but without explicit bright line tests.

Lessor accounting under the new guidance is similar to the current model, but updated to align with certain changes to the lessee model and the new revenue
recognition standard. Similar to curtent practice, lessors will classify leases as operating, direct financing, or sales-type.

The standard is effective for public business entities for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2018. Early
adoption is pemmitted. The new standard must be adopted using a modified retrospective transition, and provides for certain practical expedients. Transition
will require application of the new guidance at the beginning of the earliest comparative period presented.

The Registrants are currently assessing the impact of adopting this guidance. The Registrants will adopt this guidance effective January 1,2019.

Accounting for Financia| |nstrument Credit Losses

In June 2016, the FASB issued accounting guidance that requires the use of a current expected credit loss (CECL) model for the measurement of credit losses
on financial instruments within the scope of this guidance, which includes accounts receivable.. The CECL model requires an entity to measure credit losses
using historical information, current information and reasonable and supportable forecasts of future events, rather than the incurred loss impairment model
required under current GAAP.

For public business entities, this guidance will be applied using a modified retrospective approach and is effective for fiscal years beginning after December
15,2019, and interim periods within those years. All entities may early adopt this guidance in annual reporting periods beginning after December 15, 2018,
including interim periods within those years.

The Registrants are currently assessing the impact of adopting this guidance and the period they will adopt it.

Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost

In March 2017, the FASB issued accounting guidance that changes the income statement presentation of net periodic benefit cost. This new guidance
requires the service cost component to be disaggregated from other components of net benefit cost and presented in the same income statement line items as
other employee compensation costs arising from services rendered during
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the period. The other components of net periodic benefits will be presented separately from the line items that include the service cost and outside of any
subtotal of operating income. Only the service cost component is eligible for capitalization.

For public business entities, the guidance on the presentation of the components of net periodic benefit costs will be applied retrospectively. The guidance
that limits the capitalization to the service cost component of net periodic benefit costs will be applied prospectively. This guidance is effective for fiscal
years beginning after December 15,2017 and interim periods within those years. The Registrants will adopt this guidance effective January 1, 2018.

ForPPL’s, LKE’s and LG&E’s U.S. defined benefit pension and PPL's and LKE's other postretirement benefit plans, the adoption of this new guidance is not
expected to have a material impact on cither the presentation on the income statements or the amounts capitalized and related impact to expense, as the
difference between the service cost and the non-service cost components of net periodic benefit costs has not historically been and is not expected to be
material in 2018,

ForPPL’s UK. defined benefit pension plans, the non-service cost components of net periodic benefit cost has been in a net-credit position for the current
reporting periods and is expected to continue to be in a net-credit position for 2018. Therefore, the estimated impact of adopting this new guidance related to
the non-service cost component credits to be reclassified from “Other operation and maintenance” to “Other Income (Expense)-net” on the Statements of
Income is approximately $130 million and $90 million for the nine months ended 2017 and 2016.

The Registrants are continuing to assess the expected 2018 impacts of adopting the guidance as the amounts will be affected by market conditions and
assumptions selected at December 31,2017,

Improvements to Accounting for Hedging Activities

In August 2017, the FASB issued accounting guidance that reduces complexity when applying hedge accounting as well as improves transparency about an
entity's risk management activities. This guidance eliminates recognizing hedge ineffectiveness for cash flow and net investment hedges and provides for the
ability to perform subsequent effectiveness assessments qualitatively. The guidance also makes certain changes to allowable methodologies such as allowing
entities to apply the shortcut method to partial-term fair value hedges of interest rate risk as well as expands the ability to apply the critical terms match
method to cash flow hedges of groups of forecasted transactions. The guidance also updates certain recognition and presentation requirements as well as
disclosure requirements.

For public business entities, this guidance is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2018. Early
adoption is permitted. This standard must be adopted using a modified retrospective approach and provides for certain transition elections that must be made
prior to the first effectiveness testing date after adoption.

The Registrants are currently assessing the impact of adopting this guidance and the period they will adopt it.

(PPL, LKE, LG&E and KU)

Simplifying the Test for Goodwill Impaimment

In January 2017, the FASB issued accounting guidance that simplifies the test for goodwill impairment by eliminating the second step of the quantitative
test. The second step of the quantitative test requires a calculation ofthe implied fair value of goodwill, which is determined in the same manner as the
amount of goodwill in a business combination. Under this new guidance, an entity will now compare the estimated fair value of a reporting unit with its
carrying value and recognize an impairment charge for the amount the carrying amount exceeds the fair value of the reporting unit.

For public business entities, this guidance will be applied prospectively and is effective for annual or any interim goodwill impairment tests for fiscal years
beginning after December 15, 2019. All entities may early adopt this guidance for interim or annual goodwill impairment tests performed on testing dates
after January 1,2017.

The Registrants are currently assessing the impact of adopting this guidance and the period they will adopt it.
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Item 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations

(All Registrants)

This "Item 2. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations" is separately filed by PPL, 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 individual Registrants when significant,

The following should be read in conjunction with the Registrants' Condensed Consolidated Financial Statements and the accompanying Notes and with the
Registrants' 2016 Form 10-K. Capitalized terms and abbreviations are defined in the glossary. Dollars are in millions, except per share data, unless otherwise
noted.

"Management's Discussion and Analysis of Financial Condition and Results of Operations" includes the following information:
*  "Overview" provides a description of each Registrant's business strategy and a discussion of important financial and operational developments.

*  "Results of Operations" for all Registrants includes a "Statement of Income Analysis” which discusses significant changes in principal line items
on the Statements of Income, comparing the three and nine months ended September 30, 2017 with the same periods in 2016, For PPL, "Results of
Operations" also includes "Segment Eamings" and "Margins" which provide a detailed analysis of earnings by reportable segment. These
discussions include non-GAAP financial measures, including "Eamings from Ongoing Operations" and "Margins" and provide explanations of the
non-GAAP financial measures and a reconciliation of the non-GAAP financial measures to the most comparable GAAP measure. The "2017
Outlook" discussion identifies key factors expected to impact 2017 eamings. For PPL Electric, LKE, LG&E and KU, a summary of eamnings and
margins is also provided.

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

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

Overview
Introduction
(PPL)
PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries, delivers electricity to customers
in the UK, Pennsylvania, Kentucky, Virginia and Tennessee; delivers natural gas to customers in Kentucky; and generates electricity from power plants in

Kentucky.

PPL's principal subsidiaries are shown below (* denotes a Registrant).
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PPL Corporation*
PPL. Capital Funding
® Provides financing 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 the U.K. transmission and distribution of
electricity in Pennsylvania
LG&E* KU
® Engages in the regulated ® Engages in the regulated
generation, transmission, distribution generation, transmission,
and sale of electricity and distribution distribution and sale of electricity,
and sale of natural gas in Kentucky primarily in Kentucky

Pénnsylvania
Regulated Segment

PPL's reportable segments' results primarily represent the results of PPL Global, LKE and PPL Electric, except that the reportable segments are also allocated
certain corporate level financing and other costs that are not included in the results of PPL Global, LKE and PPL Electric. Although PPL Global is not a
Registrant, unaudited annual consolidated financial statements for the UK. Regulated segment are furnished on a Form 8-K with the SEC.

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 eastemn 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.

(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 separate corporate identities and serve customers in
Kentucky under their respective names. KU also serves customers in Virginia under the Old Dominion Power name and in Tennessee under the KU name.

(LG&E)
LG&E, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of LKE and a regulated utility engaged in the generation, transmission,

distribution and sale of electricity and distribution and sale of natural gas in Kentucky. LG&E is subject to regulation as a public utility by the KPSC, and
certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal Power Act.

(KU

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

Business Strategy

(All Registrants)

PPL is a fully regulated business consisting of seven diverse, high-performing utilities. These utilities are located in the UK., Pennsylvania and Kentucky
and each jurisdiction has different regulatory structures and customer classes. The Company believes this diverse portfolio provides strong eamings and
dividend growth potential that will create significant value for its shareowners and positions PPL well for continued growth and success.

PPL's businesses of WPD, PPL Electric, LG&E and KU plan to achieve 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 RAV, 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 at least 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 to address 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, as appropriate, prudently incurred costs.

Rate base growth in the domestic utilities is expected to result in earnings growth for the foreseeable future. In 2017, eamings from the U.K. Regulated
segment are expected to decline mainly due to the unfavorable impact of lower GBP to U.S. dollar exchange rates. RAV growth is expected in the UK.
Regulated segment through the RIIO-ED1 price control period which ends on March 31,2023 and to result in eamnings growth after 2017 through at least
2020 at WPD. See "Item 1. Business - Segment Information - UK. Regulated Segment" of PPL's 2016 Form 10-K for additional information on RIIO-EDI1.

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 eamings 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. See "Financial
Condition - Risk Management" below for further information.

Eamings generated by PPL's UK. subsidiaries are subject to foreign currency translation risk. Because WPD's earnings represent such a significant portion of
PPL's consolidated earnings, PPL enters into foreign currency contracts to economically hedge the value of the GBP versus the U.S. dollar. These hedges do
not receive hedge accounting treatment under GAAP.

The UK. 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.

As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in which we operate (UK,
U.S. federal and state). This is supported by our strong culture of integrity and delivering on commitments to customers, regulators and shareowners, and a
commitment to continue to improve our customer service, reliability and efficiency of operations.
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Financial and Operational Developments
U.S. Tax Reform (All Registrants)

Tax reform has been discussed as a high priority of the U.S, presidential administration. Significant uncertainty exists as to the ultimate changes that may be
made, the timing of those changes and the related impact to the Registrants’ financial condition or results of operations. The Registrants are working with
industry groups and carefully monitoring related developments in an effort both to have input to the legislative process where possible and plan effectively
to respond to any forthcoming changes in a manner that will optimize value for ratepayers and shareowners.

U.K. Membership in European Union (PPL)

On March 29,2017, the UK. formally notified the European Council of the European Union (EU) of its intent to withdraw from the EU, thereby commencing
the two-year negotiation period to establish the terms of that withdrawal under Article 50 of the Lisbon Treaty. Article 50 specifies that if a member state
decides to withdraw from the EU, it must notify the European Council of its intention to leave the EU, negotiate the terms of withdrawal and establish the
legal grounds for its future relationship with the EU. Article 50 provides two years from the date of the Article 50 notification to conclude negotiations.
Failure to complete negotiations within two years, unless negotiations are extended, would result in the treaties govering the EU no longer being applicable
to the U.K. with there being no agreement in place governing the U.K.'s relationship with the EU. Under the terms of Article 50, negotiations can only be
extended beyond two years if all of the 27 remaining EU states agree to an extension, Any withdrawal agreement will need to be approved by both the
European Council and the European Parliament. There remains significant uncertainty as to the ultimate outcome of the withdrawal negotiations and the
related impact on the UK. economy and the GBP to U.S. dollar exchange rate.

PPL has executed hedges to mitigate the foreign exchange risk to the Company's UK. eamings. As of October 18,2017, PPL's foreign exchange exposure
related to budgeted eamnings is 100% hedged for the remainder of 2017 at an average rate of $1.22 per GBP, 99% hedged for 2018 at an average rate of $1.32
per GBP, 100% hedged for 2019 at an average rate of $1.39 per GBP and 15% hedged for 2020 at an average rate of $1.47 per GBP.

PPL cannot predict either the short-term or long-term impact to foreign exchange rates or long-term impact on PPL's financial condition that may be
experienced as a result ofthe actions taken by the UK. government to withdraw from the EU, although such impacts could be significant,

Regulatory Requirements

(All Registrants)

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

(PPL)

In July 2017, Ofgem published an open letter commencing its RIIO-2 framework review, which covers all UK. gas and electricity, transmission and
distribution price controls. The purpose of this framework review is to build on lessons leamed from the curmrent price controls and to develop a framework
that will be adaptable to meeting the needs of an evolving UK. energy sector.

The letter sets out the context for the development of the next price controls, RIIO-2, and seeks views from stakeholders on the RIIO-2 framework. Responses
to the open letter were published in September 2017 and will be used to guide the full RIIO-2 framework consultation which is expected to be published in
the first quarter of 2018, The promulgation of sector specific price controls will begin with the gas and electricity transmission networks, with electricity

distribution price control work scheduled to begin in 2020, at which time Ofgem plans to publish its RIIO-ED2 strategy consultation document.

The current electricity distribution price control, RIIO-EDI, continues through March 31,2023 and will not be impacted by this RIIO-2 consultation process.
PPL cannot predict the outcome of this process or the long-term impact it or the final RIIO-ED2 regulations will have on its financial condition or results of
operations.
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(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, GHGs and ELGs. See Note 9 to the Financial Statements for a discussion of the other significant environmental matters.

Rate Case Proceedings
(LKE and KU)

On September 29, 2017, KU filed a request seeking approval from the VSCC to increase annual Virginia base electricity revenue by $7 million, representing
an increase of 10.4%. KU's request is based on an authorized 10.42% retum on equity. Subject to regulatory review and approval, new rates would become
effective July 1,2018.

(PPL, LKE and KU)

In October 2016, KU filed a request with the FERC to modify its formula rates to provide for the recovery of CCR impoundment closure costs from its
departing municipal customers. In December 2016, the FERC accepted the revised rate schedules providing recovery of the costs effective December 31,
2016, subject to refund, and established limited hearing and settlement judge procedures relating to determining the applicable amortization period. In
March 2017, the parties reached a settlement in principle regarding a suitable amortization period. In June 2017, a FERC judge issued an order implementing
the settlement's rates on an interim basis, effective July 1,2017. In August 2017, the FERC issued a final order approving the settlement.

Results of Operations
(PPL)

The "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of Income, comparing the
three and nine months ended September 30, 2017 with the same periods in 2016. The "Segment Earnings" and "Margins" discussions for PPL provide a
review of results by reportable segment. These discussions include non-GAAP financial measures, including "Eamnings from Ongoing Operations" and
"Margins," and provide explanations of the non-GAAP financial measures and a reconciliation of those measures to the most comparable GAAP measure. The
"2017 Outlook” discussion identifies key factors expected to impact 2017 eamings.

Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Eamings” and "Margins" are presented on a constant
GBP to U.S. dollar 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 GBP to U.S. dollar exchange rate basis are calculated by translating current year results at the prior year weighted-average
GBP to U.S. dollar exchange rate.

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

A "Statement of Income Analysis, Eamnings and Margins" is presented separately for PPL Electric, LKE, LG&E and KU.

The "Statement of Income Analysis" discussion below describes significant changes in principal line items on the Statements of Income comparing the three
and nine months ended September 30, 2017 with the same periods in 2016. The "Earnings" discussion provides a summary of eamings. The "Margins"
discussion includes a reconciliation of non-GAAP financial measures to "Operating Income."

(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: Statement of Income Analysis, Segment Earnings and Margins

Statement of Income Analysis

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

Three Months Nine Months
o ) " ) 2016 $ Change 2017 2016 S Change
:Operating Revenues ) °$ 1,889 - § . (44) S 5,521 e 5685 8
Operating Expenscs ’
- : SR "'
Fuel ) ] 227 (25) 576 607
Energy purchases - e 151 5 (8)5 494 ’ o 531_ ]
o Other operation and maintenance 417 v(20) 1,217 ' 1 ,292 (7~5‘)(
'Deprecmtmn R w25 N (745 o 692v ‘ 53
Taxes, other than income ) (7~) « 214 MM2N£9 ‘ (15)
: ‘:’Total Operatmg Expenses ) ‘ 1,068 . n 35)" 246 v 3,351 4 (108)
Other Income (Expense) ne! (76) 49 (125) (235) ) 284 (519)
Income Taxes 116 139 23) ) 321 o 510 (189)
Netleome  © - S T 5 s am s S (1s) s 10507 8 1437. 8§ . - (387)
Operating Revenues
The increase (decrease) in operating revenues for the periods ended September 30,2017 compared with 2016 was due to:
Three Months Nine Months

Domestxc

PPL Elec(nc Dlsmbuuon prxce (a)

PPL Electnc Dlstnbutlon volume

PPL Elccmc PLR Revenue (b) e
PPL Elecmc Tran i
LKE Base rates,
LKE Volumes
N Vmg:;; g;el'and other enengy prices.

ion Formula Rate

.‘Foréxé; currency exchange rales
Other

U Tokl UK

Total

(a) Distribution rider prices resulted in increases of $16 million and $40 million for the three and nine months ended September 30, 2017.
(b) Decrease for the nine months ended September 30, 2017 compared with 2016, primarily duc to lower energy prices at PPL Electric.
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Fuel

Fuel decreased $25 million for the three months ended September 30, 2017 compared with 2016, primarily due to a $16 million decrease in volumes driven
by milder weather in the third quarter 0of2017 and a $9 million decrease in market prices for coal.

Fuel decreased $31 million for the nine months ended September 30, 2017 compared with 2016, primarily due to a $28 million decrease in volumes driven
by milder weather in 2017 and a $4 million decrease in market prices for coal.

Energy Purchases

Energy purchases decreased $8 million for the three months ended September 30,2017 compared with 2016, primarily due to a $12 million decrease in PLR
volumes, partially offset by a $6 million increase in PLR prices at PPL Electric.

Energy purchases decreased $37 million for the nine months ended September 30,2017 compared with 2016, primarily due to a $24 million decrease in PLR
prices and an $11 million decrease in PLR volumes at PPL Electric.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended September 30, 2017 compared with 2016 was due to:

Three Months Nine Months

Domcstlc
PPL Elecmc Act 129
PPL Elccmc payroll-relatcd costs

PPL Electncyegetat}on managgmenty -
) ?PL Elect_ricrba.d deb!s
Joomer
UK. -

- Pcnsmn (a)

Forexgn currency exchange rates
\ANetwork u}amtenance N
Third-party engineering

e e e T P

..Other

Total

(a) The decreases were primarily due to increases in expected returns on higher asset balances and lower interest costs due to a lower discount rate.

Depreciation

Depreciation increased $25 million and $53 million for the three and nine months ended September 30,2017 compared with 2016, primarily due to
additional assets placed into service, net of retirements, and higher depreciation rates effective July 1, 2017 at LG&E and KU, partially offset by the impact of
foreign cumrency exchange rates at WPD.

Other Income (Expense) - net
Other income (expense) - net decreased $125 million and $519 million for the three and nine months ended September 30,2017 compared with 2016,

primarily due to changes in realized and unrealized gains (losses) on foreign currency contracts to economically hedge GBP denominated eamings from
WPD.
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Interest Expense

The increase (decrease) in interest expense for the periods ended September 30,2017 compared with 2016 was due to:

Three Months Nine Months

Lon /term debt mterest expense

Short-term debt mlerest expense
l‘;o.relgﬁ currency exchange rates ’ “
Other

Toul

Income Taxes

The increase (decrease) in income taxes for the periods ended September 30, 2017 compared with 2016 was due to:

Three Months Nine Months

(Change n pro-ax mcomo at currontperiod wrates T T T ST e Yoy
Valuauon allowanccs adjustments

UZ mcome tax on, forelgn eammgsw }.éfo??or';gh taxcre_dlt {é)
Impact ofU K Fmance Acts (b)
Stock-based compensauon .
Other

]Tq!al:

(a) Lower income taxes primarily due to the tax benefit of accelerated pension contributions made in the first quarter of 2017. The related tax benefit is recognized over the annual
period as a result of utilizing an estimated annual effective tax rate.

(b) The UK. Finance Act 2016, enacted in September 2016, reduces the U.K. statutory income tax rate effective April 1, 2020 from 18% to 17%. As a result, PPL reduced its net
deferred tax liabilities and recognized a deferred tax benefit during the three and nine months ended September 30, 2016.

Segment Earnings

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

A Three Months Nine Months
2016 § Change 2017 2016 $ Change
UK Regulated . ’ s S s s ke s ‘
Kentucky Regulated 299
4Per;x;ws‘};lvaﬁic'f>(;:gl;lat;d>3 3 3 g . 251» R p
Corporale and Other (a) (60) (55) (&)
Net liicome . s (118) § 1050 5 - 1437 § (387

(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. The changes in 2017 compared with 2016 are primarily due to the timing impact of recording annual estimated taxes. This
impact is expected to continue to reverse through the remainder of the year.

Eamings from Ongoing Operations

Management utilizes "Eamings from Ongoing Operations” as a non-GAAP financial measure that should not be considered as an altemative to net income, an
indicator of operating performance determined in accordance with GAAP. PPL believes that Eamings from Ongoing Operations is usefil and meaningful to
investors because it provides management's view of PPL's earnings performance as another criterion in making investment decisions. In addition, PPL's
management uses Eamings from Ongoing Operations in measuring achievement of certain corporate performance goals, including targets for certain
executive incentive compensation. Other companies may use different measures to present financial performance.

Eamings from Ongoing Operations is adjusted for the impact of special items. Special items are presented in the financial tables on an after-tax basis with the
related income taxes on special items separately disclosed. Income taxes on special items, when applicable, are calculated based on the effective tax rate of
the entity where the activity is recorded. Special items include:
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* Unrealized gains or losses on foreign currency economic hedges (as discussed below).

* Gains and losses on sales of assets not in the ordinary course of business.

* Impairment charges.

» Significant workforce reduction and other restructuring effects.

* Acquisition and divestiture-related adjustments.

* Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the ¢ompany's ongoing operations.

Unrealized gains or losses on foreign cumrency economic hedges include the changes in fair value of foreign currency contracts used to hedge GBP-
denominated anticipated earnings. The changes in fair value of these contracts are recognized immediately within GAAP eamings. Management believes that
excluding these amounts from Eamnings from Ongoing Operations until settlement of the contracts provides a better matching of the financial impacts of
those contracts with the economic value of PPL's underlying hedged earnings. See Note 13 to the Financial Statements and "Risk Management" below for
additional information on foreign currency economic activity.

PPL's Eamings from Ongoing Operations by reportable segment for the periods ended September 30 were as follows:

Three Months Nine Months
2016 $ Change 2017 2016 S Change
LRSS DM s e s T4 (59

Sl et i - T S e e P s

UK {if.@lé!écl_ ; L
Kentucky Regulated

Lo

Pennsylvania l}ggu'[atqc‘i., ¥

Corporate and Other

BN

Earnitgs from Ongoing Operations:, =~ § -~ 388° § . ©_ 4378 - 0 (). 5 . 1169 '8 . 1265 3 .~ (98]

See "Reconciliation of Eamings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net Income.

U.K. Regulated Segment

The U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated clectricity distribution operations, the results of hedging the
translation of WPD's eamings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes, administrative costs and certain acquisition-related
financing costs. The UK. Regulated segment represents 53% of PPL's Net Income for the nine months ended September 30,2017 and 39% of PPL's assets at
September 30,2017,

Net Income and Eamings from Ongoing Operations for the periods ended September 30 include the following results.

Three Months Nine Months
2016 S Change 2017 2016 § Change
Operating revenives "~ . S§ . SIS S (38)° 5. L5470 s . 1,673 § - . (126),
Other operation and maintenance ) (65)

% ©® o les 260

dation s s e @)
Taxes,vother than income 34 ) 94 104 (10)
" Total opersing exponies Tl T an e 5% Y
Other Income (Expense) - net

(519)
Interest Expense- |
Income Taxes
Netlncome'

Less: Special Items

(6)

BT DT
46 (83)
8 w5 s . (s

X ome’

Earnings from pngéiﬁg Operatibns

The following after-tax gains (losses), which management considers special items, impacted the UK. Regulated segment's results and are excluded from
Eamings from Ongoing Operations during the periods ended September 30.
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Three Months Nine Months
Income Statement Line Item i 2017 2016 2017 2016
$34 ”a) Other Incomé (Experise) -met -~ " - $.~ (37) "§_ . (193) $ Q228 (65)!

Senlement of forelgn currency contracts net o}' tax of $0 (5108), $0

($ 1 08) (b) ) Other Income (Expense) net — 202 —
ChangchK taxrate ©@ L ln‘ meTaxes o o — . 37" w — ‘ .
Total Special Items $ 37 3 46 3 (122) § 174

(a) Represents unrealized gains (losses) on contracts that economically hedge anticipated GBP-denominated earnings. The three and nine months ended Scptember 30, 2016 include
the reversal of $310 million ($202 million after-tax) of unrealized gains related to the settlement of 2017 and 2018 contracts.

(b) In the third quarter of 2016, PPL settled 2017 and 2018 foreign currency contracts, resulting in $310 million of cash received ($202 million after-tax).
The settlement did not have a material impact on net income as the contracts were previously marked to fair value and recognized in "Other Income (Expense) - net" on the
Statements of Income.

(c) The U.K. Finance Act 2016, enacted in September 2016, reduced the U.K.'s statutory income tax rate effective April 1, 2020 from 18% to 17%. As a result, PPL reduced its net
deferred tax liability and recognized an income tax benefit of $42 million in the third quarter of 2016. Of this amount, $37 million relates to deferred taxes recorded in prior
years and was treated as a special item,

The changes in the components of the UK. Regulated segment's results between these periods are due to the factors set forth below, which reflect amounts
classified as UK. Gross Margins, the items that management considers special and the effects of movements in foreign currency exchange, including the
effects of foreign cumrency hedge contracts, on separate lines and not in their respective Statement of Income line items.

Three Months Nine Months

UK.
: . Cross margins

Olhcr operanon and mamtenance

Deprecmtlon o
Interest expensc
. \Othcr L S

Income taxes

Interest expense and other

Income(axes o R

Forclgn currency exchange, aftcr-tax

Ekam&mgs from Ongorng,Qperatxnns T A - ;"1(72)".:‘ o
Special items, after-tax ) (83)
Net Income - ’ Lo S SUs  c (185) 8 0 . r@55),

UK.

*  See "Margins - Changes in Margins" for an explanation of U.K. Gross Margins.

*  Lower other operation and maintenance expense for the three month period primarily due to $17 million from lower pension expense due to an increase
in expected retumns on higher asset balances and lower interest costs due to a lower discount rate, partially offset by $4 million from higher network

maintenance expense.

*  Lowerotheroperation and maintenance expense for the nine month period primarily due to $52 million from lower pension expense due to an increase
in expected returns on higher asset balances and lower interest costs due to a lower discount rate.

*  Higher interest expense for the three and nine month periods primarily due to higher interest expense on indexed linked bonds.
*  Higherincome taxes for the three month period primarily due to $9 million related to tax rate changes to deferred taxes, partially offset by a decrease of

$4 million from lower pre-tax income.
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*  Lowerincome taxes for the nine month period primarily due to decreases of $10 million related to accelerated tax deductions and $6 million from 2016
expense related to the finalization of UK. tax retumns, partially offset by increases of $14 million from higher pre-tax income.

us.
*  Lowerincome taxes for the nine month period primarily due to the tax benefit on accelerated pension contributions made in the first quarter o£2017.

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 acquisition-related financing costs are allocated to the Kentucky Regulated
segment, The Kentucky Regulated segment represents 28% of PPL's Net Income for the nine months ended September 30,2017 and 35% of PPL's assets at
September 30,2017.

Net Income and Earnings from Ongoing Operations for the periods ended September 30 include the following results.

Three Months Nine Months
2017 2016 S Change 2016 $ Change
RIS 8 T o835 §5, 7 L UT) S8 e s 238§ (3)]
a9 |

Operafing revenyes

L

Fuel

Energy purchases

Olher opcratlon and mamlenancc

Deprecxanon
Taxes other than income 1 49
Total operaung expenses (ay e 1,667 1,675
Other Income (Expense) net 4 (5) ©)
e Experie, 3 ] T RTTIIT T T e
Income Taxes — 183 190
Netheome =" 0. w6 @, 2. 3 a3,
Less Specnal Items — — — (1) _ )
‘Esinings from Ongoing Operations e 125 s .. 126 'S - (1) 5. - 300 S T 34,8 (8]

The following after-tax gain (loss), which management considers a special item, impacted the Kentucky Regulated segment's results and is excluded from
Eamings from Ongoing Operations during the periods ended September 30.

Three Months Nine Months
Income Statement Line Item 2017 2016 2017 2016
‘A{(‘ljnstrnen't tq- in\}estmenit:net of'tnx_of‘$_0, $(;,$0:w§0(;): omé; ‘I’ne'ome (Extgen%);-‘”netu ; $0 = T e e — $ cros(l) 8 D —
Total Special Items $ — 3 — $ () § —

(a) KU recorded a write-off of an equity method investment.

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

Kentucky Gross Marﬂms

Othcr operatlon and mamtenance

Depreclatmn
’I‘axes, other than income
Other Income (Expense) net

Imcrcst Expense

Income Taxes

Earnmgs from Ongomg Operatmns

;Speclal items, after-tax

Net Income

+  See "Margins - Changes in Margins" for an explanation of Kentucky Gross Margins.

+  Higher depreciation expense for the three and nine month periods primarily due to higher depreciation rates effective July 1,2017, and additions to
PP&E, net of retirements.

Pennsylvania Regulated Segment

The Pennsylvania Regulated segment includes the regulated electricity transmission and distribution operations of PPL Electric. In addition, certain costs are
allocated to the Pennsylvania Regulated segment. The Pennsylvania Regulated segment represents 24% of PPL's Net Income for the nine months ended
September 30,2017 and 25% of PPL's assets at September 30,2017.

Net Income and Earnings from Ongoing Operations for the periods ended September 30 include the following results.

Three Months Nine Months
2017 2016 $ Change 2017 2016 $ Change
;Operating revenues = R ] T . 5477 8 . - 539§ 8 S <. 1,620, S 1,619 § 1Y
Energy purchases 121 129 (8) 374 414 (40)
Olhcr opcratlon angmamtenancc L ] S 143 e : (l]) ) 435 ‘ . 431 : i 7 4Wr
Deprecxanon 64 13 228 185 43
r'}:m;es, other thnn mcome A : P 26 o T 1 - - "7v9: o L 79 L - ;

Total operatmg expenses

Other Income (Expense) - net .

Intercst Expense

‘Income TaXes

Nel Income

Less Specxal Items (a)

Earnings from Ongoing Operations

(a) There are no items that management considers special for the periods presented.

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

Three Months Nine Months
s e s
16 )

Pennsylvama Gmss Margms .

Other opcranon and maintenance
Deprecnatlon ’
Taxes, other than income

Other Income (Expense) ne!

Interest Expense

‘Inconie Taxes

Net Income
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»  See "Margins - Changes in Margins" for an explanation of Pennsylvania Gross Margins.

+  Lower other operation and maintenance expense for the three month period primarily due to $5 million of lower payroll related expenses, $4 million of
lower bad debt expense and $4 million of lower vegetation management expenses.

»  Lower other operation and maintenance expense for the nine month period primarily due to $10 million of lower bad debt expenses, $7 million of lower
vegetation management expenses and $7 million of lower payroll related expenses, partially offset by $17 million of higher corporate service costs
allocated to PPL Electric.

*  Higher depreciation expense for the three and nine month periods primarily due to transmission and distribution additions placed into service related to
the ongoing efforts to improve reliability and replace aging infrastructure, net of retirements.

*  Higher interest expense for the nine month period primarily due to the issuance of $475 million 0f3.950% First Mortgage Bonds in May 2017.

Reconciliation of Eamings from Ongoing Operations

The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from Eamnings from Ongoing
Operations and a reconciliation to PPL's "Net Income" for the periods ended September 30.

2017 Three Months

UK. KY PA Corporate
Regulated Regulated Regulated and Other Total

Net Income

Less Speclal Items (expense) beneﬁt

e e T s

Forelgn currency economlc hedges, net of tax of $20 -

Spmoff ofthe Supply segment net of tax of ($2) (a)
’Tota] Speclal Ite

Earnings from Ongomg Operatlons 5

2016 Three Months

UK. KY PA Corporate
Regulated Regulated Regulated and Other Total
Net Income ] 7‘ . $ 281, 8 N ) 12§ § T8 Pl -~ :

Less Speclal Items (expense) beneﬁt

Forexgn currency economxc hedgcs, net of tax 0f$103 ) o V' (193) ) -—
Other ) ) ) o ) )
} Settlement of forelgn currency contracts netof tax of ($108) * :4‘ . 202 ’ — B — M 5
Change in U.K. tax rate 37 L -_
Tg)tgm'l‘)ecialltems 5 n ; . , o 460 o — L L e — oL 46
Earnings from Ongoing Operatxons 3 235  § 126 § 91 § 25) $§ 427
2017 Nine Months
U.K. KY PA Corporate

) Regulated Regulated Regulated and Other Total
Spmoff ofthe Supply segment net of tax of($2) (a) o - ' — —
‘Adju mentto mvestment,»“ toftax of$013 . S e e Dy (15 E
Total Speclal Items
;Earnmgs from Ongnmg Operatmns ‘ 3 S 4‘\:‘0‘ o ‘fk o Y TS .
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2016 Nine Months

U.K, KY PA Corporate

Regulated Regulated Regulated and Other Total

Total Specxal Items 174 — — 2) 172

e

1S | from ()ngoing Operati i

(a) Represents a tax settlement associated with the former Supply segment. Included in "Taxes, other than income" on the Statements of Income.

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

«  "UX. 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 connection charges from National Grid, which owns and manages the electricity transmission network in England and
Wales, and Ofgem license fees (recorded in "Other operation and maintenance” on the Statements 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 UK. 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 in "Other operation and maintenance” on the
Statements of Income) are deducted from operating revenues. In addition, certain other expenses, recorded in "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 Margins" is a single financial performance measure of the electricity transmission and distribution 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 eamnings. Costs associated with these mechanisms are recorded in "Energy
purchases," "Other operation and maintenance,” (which are primarily Act 129 and Universal Service program costs), "Depreciation” (which is primarily
related to the Act 129 Smart Meter program) and "Taxes, other than income,” (which is primarily gross receipts tax) on the Statements of Income. 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 operations and analyze actual results compared with budget.

Changes in Margins

The following table shows Margins 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.
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Three Months Nine Months
2017 2016 $ Change 2017 2016 § Change

s

Gross Margins - s

Impact of changes in foreign currency e)zchémge
rates (172)
U K.-Gross Margins ¢ g . ST ” < - -

currency qpri{hgé I

Kenfucky Regulated. """
Kentucky Gross Margins

842 857
- 1,521 URE33L 8T

Total Kentuoky Gross Margins

Pennsylvania Regulated

Pennsylvania Gross Margins

332
11,053 °§

Transmission

Gross Margins~ . -

‘Total Pennsylan

U.K. Gross Margins

U.K. Gross Margins, excluding the impact of changes in foreign cumrency exchange rates, decreased for the three months ended September 30,2017 compared
with 2016, primarily due to $12 million of lower volumes and $3 million from the April 1,2017 price decrease, which includes lower true-up mechanisms
partially offset by higher base demand revenue.

U K. Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased for the nine months ended September 30,2017 compared
with 2016, primarily due to $83 million from the April 1, 2016 price increase partially offset by $24 million of lower volumes and $9 million from the April
1,2017 price decrease, which includes lower true-up mechanisms partially offset by higher base demand revenue.

Kentucky Gross Margins

Kentucky Gross Margins increased for the three months ended September 30, 2017 compared with 2016, primarily due to higher base rates 0of $31 million
($18 million at LG&E and $13 million at KU) as new base rates were approved by the KPSC effective July 1,2017, partially offset by $20 million of lower
sales volumes due to milder weather in 2017 ($8 million at LG&E and $12 million at KU).

Kentucky Gross Margins decreased for the nine months ended September 30, 2017 compared with 2016, primarily due to $51 million of lower sales volumes
due to milder weather in 2017 ($17 million at LG&E and $34 million at KU), partially offset by higher base rates of $31 million ($18 million at LG&E and
$13 million at KU) as new base rates were approved by the KPSC effective July 1,2017.

Pennsylvania Gross Margins

Distribution

Distribution margins decreased for the three and nine month periods ended September 30, 2017 compared with 2016, primarily due to $11 million and $16
million of lower electricity sales volumes due to milder weatherin 2017.

Transmission

Transmission margins increased for the three months ended September 30, 2017 compared with 2016, primarily due to an increase of $20 million from retumns
on additional transmission capital investments focused on replacing aging infrastructure and improving reliability.
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Transmission margins increased for the nine months ended September 30, 2017 compared with 2016, primarily due to an increase of $42 million primarily
from returns on additional transmission capital investments focused on replacing aging infrastructure and improving reliability, partially offset by a $§17
million decrease as a result of a lower PPL zonal peak load billing factor which affected transmission revenue in the first five months 0f2017.

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 periods ended September 30.

2017 Three Months

U.K. Kentucky .
Gross Gross PA Gross Operating

Margins Margins Margins Other (a) Income (b)
A R = P E 3 PP 3 T 1,845 ‘

" ‘Taxes, other than incoine

Total Operating Expenses ' 26 271 180
Tz)tal B 5 T : . .

2016 Three Months

U.K. Kentucky

Gross Gross PA Gross Operating

Margins Margins Margins Other (a) Income (b)

Deprematlon —

Taxes, other than mcome

Total Operating Expenses )
Toal . L $ 476 E (s88) §
2017 Nine Months
UK. Kentucky
Gross Gross PA Gross Operating

Margins Margins Margins Other (a) Income (b)

Operafing Revenues . -

Deprcc1atmn

Taxes other than mcome L

1,792 3,246

Tola] Operatmg Expenses
Total R S K P LR 1,520 8 LS (1,758) 87 c 4 2,275 -
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2016 Nine Months

UK. Kentucky
Gross Gross PA Gross Operating
Margins Margins Margins Other (a) Income (b)
Operating Revenites ™ OLEAL (o) 8 2382 o8 . L619 S 438 5,685

Opcra ting Expenses
_ Fuel . '

En ergy purchases

i 'Nn and mamtenance e

Dcpreclanon

Taxes, other than in

Total Operating Expenses

1566 § .. . 153 1,053, .8 . (L818) §

R

(a) Represents amounts excluded from Margins.

(b) Asreported on the Statements of Income.

(¢) Excludes ancillary revenues of $11 million and $30 million for the three and nine months ended September 30, 2017 and $11 million and $32 million for the three and nine
months ended September 30, 2016.

2017 Outlook
(PPL)

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 UK. Regulated Seginent)

Lower net income is projected in 2017 compared with 2016, primarily driven by a lower assumed GBP exchange rate in 2017, lower true-up mechanisms,
lower incentive revenues, higher interest expense and higher depreciation expense, partially offset by lower operation and maintenance expense, including
pension expense, and higher base revenue from the April 1,2017 price reset.

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

Lower net income is projected in 2017 compared with 2016, primarily driven by lower electricity sales volumes due to unfavorable weatherin 2017 and
higher depreciation expense, partially offset by electricity and gas base rate increases.

(PPL's Pennsylvania Regulated Segment and PPL Electric)

Relatively flat net income is projected in 2017 compared with 2016, primarily driven by higher transmission eamings and lower operation and maintenance
expense, offset by higher depreciation expense and higher interest expense.

(PPL's Corporate and Other Category)

Relatively flat costs are projected in 2017 compared with 2016.

(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 9 to the

Financial Statements and "Item 1 A. Risk Factors” in this Form 10-Q (as applicable) and "Item 1. Business” and "Item 1A. Risk Factors" in the Registrants'
2016 Form 10-K for a discussion of the risks, uncertainties and factors that may impact future eamings.
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PPL Electric: Statement of Income Analysis, Earnings and Margins

Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.

Three Months Nine Months
2017 2016 $ Change ) 2017 72016 $ Change
: 4778 39. e T 808t 1620008 L L6190 50 o S 1y

Operatmg Expenscs

Operanon

Encrgy purchases
Olher operation and mamtenance
Deprecmuon

' Taxes, other than mcome .

Total Operatmg Exp enses

Othcr Income (Expcnse) net
Interest Income from Afﬂhatc
lntcrest Expcnsc

Income Taxes

‘Net Income®”

Operating Revenues

The increase (decrease) in operating revenues for the periods ended September 30,2017 compared with 2016 was due to:

Three Months Nine Months

Disribuion Prce (1)
Dlstnbunon volume

PLR (b)

Transmission Formula Rate
Otier .
Total

(a) Distribution rider prices resulted in increases of $16 million and $40 million for the three and nine months ended September 30, 2017.
(b) The decrease for the nine month period was primarily due to lower energy prices as described below.

Energy Purchases

Energy purchases decreased $8 million for the three months ended September 30,2017 compared with 2016, primarily due to lower PLR volumes of $12
million partially offset by higher PLR prices of $6 million.

Energy purchases decreased $40 million for the nine months ended September 30, 2017 compared with 2016, primarily due to lower PLR prices of $24
million and lower PLR volumes of $11 million.

Other Operation and Maintenance
The increase (decrease) in other operation and maintenance for the periods ended September 30, 2017 compared with 2016 was due to:
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Three Months Nine Months

Corparaié service coss:
Vegetation management
Payrollcelgted coss
Act 129
B
Othf,‘rm

Depreciation

Depreciation increased $13 million and $43 million for the three and nine months ended September 30, 2017 compared with 2016, primarily due to
additional assets placed into service, related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure
as well as the roll-out of the Act 129 Smart Meter program, net of retirements.

Interest Expense

Interest expense increased $4 million and $8 million for the three and nine months ended September 30,2017 compared with 2016, primarily due to the May
2017 issuance of $475 million of 3.950% First Mortgage Bonds due 2047.

Income Taxes

The increase (decrease) in income taxes for the periods ended September 30,2017 compared with 2016 was due to:

{Change in pre-tax income at cufrent period tax

Stock-based compensation

Earnings
Three Months Ended Nine Months Ended
September 30, September 30,
2017 2016 2017 2016
;Nt{l‘lplq?mé ) : : - - 3

Special items, gains (losses), after-tax (a) — — — —
(a) There are no items that management considers spec}al for the periods presented.

Eamings increased for the three month period in 2017 compared with 2016 as higher transmission margins from additional capital investments and lower
other operation and maintenance expense were offset by lower sales volumes due to unfavorable weather and higher depreciation expense.

Eamings decreased for the nine month period in 2017 compared with 2016, primarily due to higher depreciation expense, primarily due to transmission and
distribution additions placed into service related to the ongoing efforts to improve reliability and replace aging infrastructure, net of retirements, higher
interest expense, and lower distribution margins primarily due to lower sales volumes due to unfavorable weather in 2017. Higher transmission margins from
additional capital investments were partially offset by a lower PPL zonal peak load billing factor. ’

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts classified as Pennsylvania Gross
Margins on a separate line and not in their respective Statement of Income line items.
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Three Months Nine Months

*Deprematxon

Taxcs, other than income

Other Income (Expcnse

Interest Expense

.Income Taxes T

Net Income

Margins

"Pennsylvania Gross 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 September 30.

2017 Three Months 2016 Three Months

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

gdperating‘Révenlfes

Op ratmg Expenses

) yergy purchases RN . 121
Other operanon and maintenance

v e peway

Depreclanon ‘

Taxes, other than mcome

[ Total Operanng Expenses s TR S i IS :
Total $ 367 § (178) § $ (185) § 176
2017 Nine Months 2016 Nine Months
PA Gross Operating PA Gross Operating
Other (a) Income (h) Margms Other (a) Income (b)

Margins
— j T 61" -

Opera ng }}ey_cn}xcs', L

Operatin Ex enses

Dcprecnat' n,

Taxes. ther than mcome

: TotalOperatngxpenses ) e SIS o 5 - ) ¢ 3.7 s )
Total $ 1,067 § (563) § 504 § 1,053 § (543) 3 510

(a) Represents amounts excluded from Margins.
(b) Asreported on the Statements of Income.
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LKE: Statement of Income Analysis, Earnings and Margins

Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.

Three Months Nine Months
2017 2016 $ Change 2016 $ Change
i 835§ RUGRE L2382 E

Operating Expenses

*

purchases

Other operation and maintenance

Net Income

Operating Revenues

The increase (decrease) in operating revenues for the periods ended September 30, 2017 compared with 2016 was due to:

Three Months
RN

Voluméls
Fqéi and ({ther énéyé}»b}ic"es‘ ; o
Other

Fuel

Fuel decreased $25 million for the three months ended September 30, 2017 compared with 2016, primarily due to a $16 million decrease in volumes driven
by milder weather in the third quarter of2017 and a $9 million decrease in market prices for coal.

Fuel decreased $31 million for the nine months ended September 30,2017 compared with 2016, primarily due to a $28 million decrease in volumes driven
by milder weather in 2017 and a $4 million decrease in market prices for coal.

Depreciation

Depreciation increased $12 million for the three months ended September 30, 2017 compared with 2016 due to a $7 million increase related to higher
depreciation rates effective July 1,2017 and a $5 million increase related to additions to PP&E, net of retirements.

Depreciation increased $23 million for the nine months ended September 30, 2017 compared with 2016 duetoa $16 million increase related to additions to
PP&E, net of retirements, and a $7 million increase related to higher depreciation rates effective July 1,2017.
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Earnings
Three Months Ended Nine Months Ended
September 30, September 30,
2017 2016 2017 2016
Netlicome oo oo ©, 7 RN 328 133§ .. 322§
Special items, gains (losses), after-tax — o 7 (lﬂ)m —

Earnings decreased for the three and nine month periods in 2017 compared with 2016, primarily due to lower sales volumes driven by milder weather and
higher depreciation expense, partially offset by higher base rates effective July 1,2017.

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

Three Months Nine Months

_Margm -

Other operatxon and mamtenance

Deprecna on

Taxes, other than mcome

Other'Income (Expense) net
lnterest Expense
'IncomeTaxes e . ,:\ S

Speclal items, gams (Iosses), after-tax (a)

Net Income

P

(a) See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated Segment" for details of the special item.
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 factors underlying 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.

2017 Three Months 2016 Three Months

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

SRR TR

Oﬁeratngevenues R & 818: o

Operating Expenses

N KO“tﬁ;r ;)pé}z;i{on_‘pd m n!en ce . 169 g
Depreclauon ) h98

z Paxes, other}in;\n income: . . ) Af 16
Tgtgl OPeratmg Expenses 271 283

- Total
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2017 Nine Months 2016 Nine Months
Operating Operating
) e B - Margins ) Other (a) Income (b) Margins Other (a) Income (b)
Operating Revemues™ I a0 s 23 T
Operating Expenses - T
B 876 607.. -

Energy purchases

—_ 120 118 —

'Other operano nd. mamtenance

Deprecmtlon

. Taxes' other than mcome

Total Operating Expenses

Totl

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

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

Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.

Three Months Nine Months
2017 2016 $ Change 2017 2016 $ Change

Op eratmg Revenues

Retall and whoicsale ‘

Elecmc revenue from afﬁhate 2 2

( Z N ‘Total Operatmg Revenues o

Op eratmg Expenses

Operauon

Deprecxatmn 47 43 ) 4 136 126 o 10

axes, other than mcome L

[nterest Expense

IncomeTaxes T o N ‘ . PR SR ) oy - D99 el ;
Net Income $ 65 3 63 §$ 2 $ $ 159 8 2
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Operating Revenues

The increase (decrease) in operating revenues for the periods ended September 30,2017 compared with 2016 was due to:

Three Months Nine Months
Volumes S N ) (16) 26)
Fuel and other energy prlces y y . ” PNy
Other
Tota

Fuel

Fuel decreased $10 million for the three months ended September 30,2017 compared with 2016, primarily due to a $6 million decrease in market prices for
coal and a $5 million decrease in volumes driven by milder weather in the third quarter of2017.

Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the periods ended September 30, 2017 compared with 2016 was due to:

Three Months Nine Months

Pléht:operaﬁons iind maintenance

Pensmn expense

Depreciation

Depreciation increased $4 million for the three months ended September 30,2017 compared with 2016 due to a $2 million increase related to higher
depreciation rates effective July 1,2017 and a $2 million increase related to additions to PP&E, net of retirements.

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

2017 2016 2017 2016

VST 6 s LS

Net Incomc "

Special items, gains (losses), after-tax (a)
(a) There are no items management considers special for the periods presented.

Earnings increased for the three month period in 2017 compared with 2016, primarily due to higher base rates effective July 1, 2017, partially offset by lower
sales volumes driven by milder weather.

Eamings increased for the nine month period in 2017 compared with 2016, primarily due to higher base rates effective July 1,2017 and lower other operation
and maintenance expense, partially offset by lower sales volumes driven by milder weather.

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 and not in their respective Statement of Income line items.
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Three Months Nine Months

Marglns -

Other opcratlon and mamtenance

s

Deprecxatxon

Taxes, other than mcome

Orher Income (Expcnse) net

lntercst Expense

Income Taxes

Net Income

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 factors underlying 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.

2017 Three Months 2016 Three Months

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

..0363 7% 368

‘Operating Revenues .~
Operatmg Expenses
76 - '

Energy purchases, mcludmg afﬂllare 21

Other opcratxon and malmenance ' a )‘ 89 o
Deprecratron 47

x Zaxes other than mcome 3 9 1,
241 116
3 (23) S 122§ RO RCN
2017 Nine Months 2016 Nine Months
Operating Income Operating Income
Margins Other (a) (b) Margms Other (a) b

077 S

Energy purchases, mcludmg afﬁhate

T Other opcratron and mamtenance

Deprecrauon
5 Taxes, other than mco ne - . ) 3 - . 2.0 ’

Total Operating Expenses 400 401 360 761
Total - o ‘ $ 8
(a) Represents amounts excluded from Margins.
(b) Asreported on the Statements of Income,
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KU: Statement of Income Analysis, Earnings and Margins

Statement of Income Analysis
Net income for the periods ended September 30 includes the following results.

Three Months Nine Months
2017 2016 § Change 2017 2016 $ Change

Opergting Revenues
L lRetai‘lranéf’ 'wltxu\\l’e\gal

Electric revenue from affiliate

althe o Nl

;[g;zii Operting Revenues -~

| Energy puichases - \ -

Energy purchases from affiliate

. Othier operation_

Depreciation

ixpefise)- niet

Interest Expense

Ry

Net Income

196 § 207 § (11)

Operating Revenue

The increase (decrease) in operating revenue for the periods ended September 30, 2017 compared with 2016 was due to:

Three Mouths Nine Months
- 3%

Basefates
Volumes

Fuel and ot enirgy price
Other

Fuel

Fuel decreased $15 million for the three months ended September 30, 2017 compared with 2016, primarily due to an $11 million decrease in volumes driven
by milder weather in the third quarter 02017 and a $3 million decrease in market prices for coal.

Fuel decreased $23 million for the nine months ended September 30,2017 compared with 2016, primarily due to a $29 million decrease in volumes driven
by milder weatherin 2017.
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Depreciation

Depreciation increased $8 million for the three months ended September 30,2017 compared with 2016 due to a $5 million increase related to higher
depreciation rates effective July 1,2017 and a $3 million increase related to additions to PP&E, net of retirements.

Depreciation increased $13 million for the nine months ended September 30,2017 compared with 2016 due to an $8 million increase related to additions to
PP&E, net of retirements, and a $5 million increase related to higher depreciation rates effective July 1,2017.

Earnings
Three Mounths Ended Nine Months Ended
September 30, September 30,
2017 2016 2017 2016
Special items, gains (losses), after-tax —_ —_ n —_

Earnings decreased for the three month period.in 2017 compared with 2016, primarily due to lower electricity sales volumes driven by milder weather and
higher depreciation expense, partially offset by higher base rates effective July 1,2017.

Eamings decreased for the nine month period in 2017 compared with 2016, primarily due to lower electricity sales volumes driven by milder weather and
higher depreciation expense, partially offset by higher base rates effective July 1, 2017 and lower 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 on a separate
line and not in their respective Statement of Income line items.

Three Months Nine Months

gDeprectanon L

Taxes, othcr than income

S.oan-

Net Income

(a) See PPL's "Results of Operations - Segment Earnings - Kentucky Regulated Segment" for details of the special item.

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 factors underlying 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.
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2017 Three Months 2016 Three Months
Operating Operating
Margins ) Other (a) ) Income (b) Margins Other (a) Income: (b)

Operatmg Expenses
_Fuel - o

Energy purchascs, mcludmg affhatc

. Other opcratlon and mamtenance

Deprecxatlon

154 312

147
U (s .8 148 DT (M8 -
2017 Nine Months 2016 Nine Months
Operating Operating
Other (a) Other (a) Income (b)

Income (b) Margins

1348

Deprecxatlon

axes; ottier than mcome A,f; -

Total Opcratmg Expenses

NN PENTEN

(447) S

Total

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

Financial Condition
The remainder of this Item 2 in this Form 10-Q is presented on a combined basis, providing information, as applicable, for all Registrants.
Liquidity and Capital Resources
(All Registrants)

The Registrants had the following at:

PPL (a) PPL Electric LKE LG&E KU

September 30, 2017
Cash and’ cash equlva nts

Notes recexvable from afﬁllate

Short-term debt

Notes payable thh afﬁhate

Deggmbgr 31, 2016
Cash a
Short-term debt

e e e

‘Notes payablc “’3. {

cash equwalents

PN

(a) At September 30, 2017, $86 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 2016 Form 10-K for additional information on undistributed earnings of WPD.
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Net cash provided by (used in) operating, investing and financing activities for the nine month periods ended September 30, and the changes between
periods, were as follows.

PPL PPL Electric LKE LG&E KU

Operating Activities

The components of the change in cash provided by (used in) operating activities for the nine months ended September 30,2017 compared with 2016 were as
follows.

PPL PPL Electric LKE LG&E KU

Change - Cash Provided (Used)

- Netjnpomé .

W

Deﬁned beneﬂt plan fundmg

S Othey operatm actjvities .

(476) $ (20) ‘

Total $

(PPL)

PPL's cash provided by operating activities in 2017 decreased $476 million compared with 2016.

«  The $27 million decrease in non-cash components was primarily due to a decrease in deferred income tax expense (primarily due to lower income
taxes from tax benefits related to accelerated pension contributions to the U.K. pension plans) and an increase in the UK. net periodic defined
benefit credits (primarily due to a decrease in the UK. pension plan discount rates used to calculate the interest cost component of the net periodic
defined benefit costs), partially offset by an increase in unrealized losses on hedging activities and an increase in depreciation expense (primarily
due to additional assets placed into service, net of retirements, and higher depreciation rates effective July 1,2017, partially offset by the impact of
foreign currency exchange rates at WPD),

«  The $91 million increase in cash from changes in working capital was primarily due to a decrease in accounts receivable and unbilled revenue
(primarily due to a decrease in volumes due to milder weather in 2017 compared to 2016), a decrease in net regulatory assets and liabilities (due to
timing of rate recovery mechamsms) a decrease in fuel, material and supplies (primarily due to a decrease in fuel purchases due to milder weather in
2017 compared to 2016), and an increase in accrued interest, partially offset by a decrease in accounts payable (primarily due to an increase in
accrued expenditures for property, plant and equipment and timing of payments) and a decrease in taxes payable (primarily due to an increase in
current income tax benefit in 2017).

+  Defined benefit plan funding was $213 million higher in 2017. The increase was primarily due to the acceleration of WPD's contributions to its UK.
pension plans. See Note 8 to the Financial Statements for additional information.

(PPL Electric)

PPL Electric's cash provided by operating activities in 2017 decreased $20 million compared with 2016.
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*  The $34 million increase in non-cash components was primarily due to an increase in depreciation expense (primarily due to additional assets
placed into service, related to the ongoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure as well
as the roll-out of the Act 129 Smart Meter program, net of retirements), partially offset by a decrease in deferred income taxes (primarily due to book
versus tax plant timing differences).

*  The $3 million decrease in cash from changes in working capital was primarily due to an increase in prepayments (primarily due to an increase in the
2017 gross receipts tax prepayment compared to 2016) and a decrease in accounts payable (primarily due to timing of payments), partially offset by
a decrease in net regulatory assets and liabilities (due to timing of rate recovery mechanisms), a decrease in unbilled revenue (primarily due to lower
volumes due to milder weather in 2017 compared to 2016), an increase in taxes payable (primarily due to a decrease in the current income tax
benefit) and a decrease in accounts receivable (primarily due to a decrease in volumes due to milder weather in 2017 and income tax refunds
received).

* Defined benefit plan funding was $24 million higherin 2017.
(LKE)

LKE's cash provided by operating activities in 2017 increased $104 million compared with 2016.

+  The increase in cash from changes in working capital was primarily driven by decreases in accounts receivable from customers and unbilled
revenues due to milder weather in 2017 compared to 2016, a decrease in fuel purchases due to lower generation driven by weatherin 2017 compared
to 2016, 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.

*  Defined benefit plan funding was $50 million lower in 2017.
(LG&E)

LG&E's cash provided by operating activities in 2017 increased $35 million compared with 2016.

*  The decrease in cash from changes in working capital was primarily driven by decreases in accounts payable due to fuel purchases from lower
generation and timing of payments and taxes payable due to timing of payments, partially offset by decreases in accounts receivable from customers
and unbilled revenues due to milder weatherin 2017 compared to 2016 and accounts receivable from affiliates due to timing of intercompany
settlements associated with inventory and energy sales to KU.

»  Defined benefit plan funding was $42 million lower in 2017.
Ky
KU's cash provided by operating activities in 2017 increased $32 million compared with 2016.
»  The increase in cash from changes in working capital was primarily driven by a decrease in accounts receivable from customers and unbilled
revenues due to milder weather in 2017 compared to 2016, a decrease in fuel purchases due to lower generation driven by weatherin 2017 compared
to 2016, and an increase in accounts payable due to the timing of fuel purchases and payments, partially offset by a decrease in taxes payable due to

timing of payments and accounts payable to affiliates due to timing of intercompany settlements associated with inventory and energy purchases
from LG&E.

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 cash used in expenditures for PP&E for the nine months ended
September 30,2017 compared with 2016 was as follows.

PPL PPL Electric LKE LG&E KU
Decrease (Inerease) . . . T ST (19) 8 () e . ‘
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For PPL, the increase in expenditures was due to higher project expenditures at PPL Electric and KU partially offset by lower project expenditures at WPD
and LG&E. The increase in expenditures for PPL Electric was primarily due to an increase in capital spending related to the ongoing efforts to improve
reliability and replace aging infrastructure, as well as the roll-out of the Act 129 Smart Meter program. The decrease in expenditures for WPD was primarily
due to a decrease in foreign currency exchange rates partially offset by an increase in expenditures to enhance system reliability. The decrease in
expenditures for LG&E was primarily due to reduced spending for environmental air projects at LG&E's Mill Creek plant, partially offset by increased
spending for environmental water projects at LG&E’s Mill Creek plant. The increase in expenditures for KU was primarily due to increased spending for
environmental water projects at KU’s Ghent plant.

Einancing Activities
(All Registrants)

The components of the change in cash provided by (used in) financing activities for the nine months ended September 30,2017 compared with 2016 were as
follows.

PPL PPL Eleetric LKE LG&E KU

Change Cash vaxded (Used)

L

B Debt 1ssuance/renremem, net

Settlement of cross-currency swaps

- Stock issuances/i'édémptiqps, hqt .
Dividends

co‘ mbu ns/dlstrlbunons, net .

Other ﬁnancm actlvmes

gTouﬂ 120658 L7879 310

See Note 7 to the Financial Statements in this Form 10-Q for information on 2017 short-term and long-term debt activity, equity transactions and PPL
dividends. See the Registrants' 2016 Form 10-K for information on 2016 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, 2017, the total committed borrowing
capacity and the use of that capacity under these credit facilities was as follows:

External
Letters of
Credit
and
Committed Commercial Unused
Capacity Borrowed Paper Issued Capacity
PRL Copital Funding Credif Facilites_ .~ *_ $ L 100 A B

PPL Electric Credit Facility

LKE Credlt Facxhty

LG&E Credlt Faclllty
KU Credit Facilities
p S g e Ty Pae
otal . Pa v e y o 1,173
Total U S Credn Facnlmes (a) $ 3,223
D T P
i . e 1285
100
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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 - 10%, PPL Electric - 7%, LKE - 21%, LG&E - 7% and KU - 37%.

(b) The amounts borrowed at September 30, 2017 were a USD-denominated borrowing of $200 million and GBP-denominated borrowings which equated to $446 million. The
unused capacity reflects the USD-denominated borrowing amount borrowed in GBP of £156 million as of the date borrowed. At September 30, 2017, the USD equivalent of
unused capacity under the U.K. committed credit facilities was $1.0 billion.

The commitments under the U.K. credit facilities are provided by a diverse bank group, with no one bank providing more than 20% 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

5 e $

190

LKE CreditFacily .
LG&E Money Pool (a)

b

(a) LG&E and KU participate in an intercompany money pool agreement whereby LKE, LG&E and/or KU make available funds up to $500 million at an interest rate based on a
market index of commercial paper issues. However, the FERC has issued a maximum aggregate short-term debt limit for each utility at $500 million from all covered sources.

See Note 10 to the Financial Statements for further discussion of intercompany credit facilities.
Commercial Paper (4// 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 September 30,2017:

Commercial .
Paper Unused
Capacity Issuances Capacity
LD S eS8

650
350
KU , 350
Total LKE 700
Total PPL * g s 2,350

Long-term Debt (4/! Registrants)

See Note 7 to the Financial Statements for information regarding the Registrants’ long-term debt activities.
(PPL)

ATM Program

For the periods ended September 30,2017, PPL issued the following:

Three Months Nine Months
e 8826
38.49

ilA\Ie/t‘Pro\ceeds‘,
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See Note 7 to the Financial Statements for further discussion of the ATM program.

Common Stock Dividends

In August 2017, PPL declared a quarterly common stock dividend, payable October 2,2017, of 39.5 cents per share (equivalent to $1.58 per annum). Future
dividends, declared at the discretion of the Board of Directors, will depend upon future earnings, cash flows, financial and legal requirements and other
factors.

Rating Agency Actions
(All Registrants)

Moody's and S&P 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 and S&P 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 rating agencies have taken the following actions related to the Registrants and their subsidiaries during 2017:

(PPL)

In March 2017, Moody's and S&P assigned ratings of Baal and A- to WPD (South Wales)’s £50 million 0.01% Index-linked Senior Notes due 2029.

In September 2017, Moody's and S&P assigned ratings of Baa2 and BBB+ to PPL Capital Funding’s $500 million 4.00% Senior Notes due 2047.

(PPL and PPL Electric)

In January 2017, Moody's and S&P affirmed their commercial paper ratings for PPL Electric's $650 million commercial paper program.

In May 2017, Moody's and S&P assigned ratings of Al and A to PPL Electric's $475 million 3.95% First Mortgage Bonds due 2047.

In August 2017, Moody's assigned a rating of Al and S&P confirmed its rating of A for LCIDA's $116 million 1.80% Pollution Control Revenue Refunding
Bonds (PPL Electric Utilities Corporation Project) Series 2016A due 2029 and LCIDA's $108 million 1.80% Pollution Control Revenue Refunding Bonds
(PPL Electric Utilities Corporation Project) Series 2016B due 2027, each previously issued on behalf of PPL Electric.

(PPL, LKE and LG&E)

In March 2017, Moody’s assigned a rating of Al and S&P confirmed its rating of A for the Louisville/Jefferson Metro Government of Kentucky's $128
million 1.5% Pollution Control Revenue Bonds, 2003 Series A (Louisville Gas and Electric Company Project) due 2033, previously issued on behalf of
LG&E.

In May 2017, Moody’s and S&P assigned ratings of Al and A to the Count); of Trimble, Kentucky's $60 million 3.75% Environmental Facilities Revenue
Bonds, 2017 Series A (Louisville Gas and Electric Company Project) due 2033, issued on behalf of LG&E.
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In May 2017, Moody’s assigned a rating of Al and in June 2017, S&P confirmed its rating of A for the Louisville/Jefferson Metro Government of Kentucky's
$31 million 1.25% Environmental Facilities Revenue Refunding Bonds, 2007 Series A (Louisville Gas and Electric Company Project) due 2033, previously
issued on behalf of LG&E.

In May 2017, Moody’s assigned a rating of Al and in June 2017, S&P confirmed its rating of A for the Louisville/Jefferson Metro Government of Kentucky's
$35 million 1.25% Environmental Facilities Revenue Refunding Bonds, 2007 Series B (Louisville Gas and Electric Company Project) due 2033, previously
issued on behalf of LG&E.

(PPL, LKE and KU)

In July 2017, Moody’s affirmed its rating of Aa2 and in August 2017, S&P confirmed its rating of AA for the County of Mercer, Kentucky's $13 million Solid
Waste Disposal Facility Revenue Bonds, 2000 Series A (Kentucky Utilities Company Project) due 2023, the County of Carroll, Kentucky's $50 million
Environmental Facilities Revenue Bonds, 2004 Series A (Kentucky Utilities Company Project) due 2034, the County of Carroll, Kentucky's $78 million
Environmental Facilities Revenue Bonds, 2008 Series A (Kentucky Utilities Company Project) due 2032 and the County of Carroll, Kentucky's $54 million
Environmental Facilities Revenue Refunding Bonds, 2006 Series B (Kentucky Utilities Company Project) due 2034, each previously issued on behalfof KU.

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 13 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 30,2017.

(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' 2016 Form 10-K.

Risk Management
Market Risk
(All Registrants)

See Notes 12 and 13 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 are not precise indicators of expected future losses, but are rather 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. In addition, the interest rate risk of certain subsidiaries is potentially mitigated as a result of the existing regulatory framework or the timing of
rate cases.
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The following interest rate hedges were outstanding at September 30,2017.

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

PPL
Cash flow hedges

. e a s -

o0
2028

Interest rate swaps'(c)

Cross-currency swaps (¢)
s U N N

gﬁngﬁ\)lmic hedges L
- Interest rate swaps (d)
IKE - )

Economic hedges

Interest rate swaps (d) 29) (1)

(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 a 10% adverse movement in foreign currency exchange rates.

(¢) 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.

(d) 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 ofa 10%
adverse movement in interest rates on interest expense at September 30, 2017 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, 2017 is shown below.

10% Adverse
Movement
in Rates

PPL Electr}c
e T
LG&E

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

The following foreign currency hedges were outstanding at September 30, 2017.

Effect of a
10%
Adverse
Movement
in Foreign
Fair Value, Currency Maturities

Exposure Net - Asset Exchange Ranging
Hedged (Liability) Rates (a) Through

2,728 “4) (340) 2020

EUDRNPEEEN - P,
Economic hedges (c)

(a) Effects of adverse movements decrease assets or increase liabilities, as applicable, which could result in an asset becoming a liability.
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(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,

(All Registrants)
Commodity Price Risk
PPL is exposed to commodity price risk through its domestic subsidiaries as described below.

»  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 commodity price risk by entering into full-requirement supply agreements
to serve its PLR customers. These supply agreements transfer the commodity price risk associated with the PLR obligation to the energy suppliers.

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

Volumetric Risk
PPL is exposed to volumetric risk through its subsidiaries as described below.

*+  WPDis exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the UK. Under the RIIO-ED1 price control
period, recovery of such exposure occurs on a two year lag. See Note 1 in PPL's 2016 Form 10-K for additional information on revenue recognition under
RIIO-EDI.

+  PPL Electric, LG&E and KU are exposed to volumetric risk on retail sales, mainly due to weather and other economic conditions for which there is
limited mitigation between rate cases.

Credit Risk (4!l Registrants)

See Notes 12 and 13 to the Financial Statements in this Form 10-Q and "Item 7. Combined Management's Discussion and Analysis of Financial Condition
and Results of Operations - Financial Condition - Risk Management - Credit Risk" in the Registrants' 2016 Form 10-K for additional information.

Foreign Currency Translation (PPL)

The value of the British pound sterling fluctuates in relation to the U.S. dollar, Changes in this exchange rate resulted in a foreign currency translation gain of
$194 million for the nine months ended September 30, 2017, which primarily reflected a $345 million increase to PP&E and a $75 million increase to
goodwill partially offset by a $203 million increase to long-term debt and a $23 million increase to other net liabilities. Changes in this exchange rate
resulted in a foreign currency translation loss of $840 million for the nine months ended September 30, 2016, which primarily reflected a $1.6 billion
decrease to PP&E and $375 million decrease to goodwill partially offset by a $995 million decrease to long-term debt and a $160 million decrease to other
net liabilities. The impact of foreign currency translation is recorded in AOCI.

Related Party Transactions (4!/ 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 10 to the Financial Statements for additional
information on related party transactions for PPL Electric, LKE, LG&E and KU.

Acquisitions, Development and Divestitures (4// 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 in the Registrants' 2016 Form 10-K for information on the more significant
activities.
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Environmental Matters (4/! Registrants)

Extensive federal, state and local environmental laws and regulations are applicable to PPL's, PPL Electric'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. In addition, the regulatory reviews specified in the President's March 2017 Executive
Order promoting energy independence and economic growth could result in future regulatory changes and additional uncertainty. 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 9 to the Financial Statements for a discussion of the more significant environmental matters including:
*  Legal Matters,
+  Climate Change,

* CCRs,
* ELGs,and
»  NAAQS.

Additionally, see "Item 1. Business - Environmental Matters" in the Registrants' 2016 Form 10-K for additional information on environmental matters.

New Accounting Guidance (4// Registrants)

See Note 17 to the Financial Statements for a discussion of new accounting guidance pending adoption.

Application of Critical Accounting Policies (4// 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' 2016 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
Income Taxes X X X X X
Goodwill Impairment X X X X

AROs X X X X

Price Risk Management X

Regulatory Assets and Liabilities X X X X X
Revenue Recognition - Unbilled Revenue X X X

106

Source: PPLCORP, 10-8, Novernpar 01, 2617 Powsred by Momingstar® Dacument Ressarch™
The Information contained hereln may not be copled, adapied or distributed and Is not v tod to fie f plete or timely, The user assumes al risks For any damages or losses arising from any use of this information,
excopi {o the extent such demages or fgsses cannot be limited or by licable lmw. Past fi fal y Isao g of future results.



Table of Contents
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(¢) of the Securities Exchange Act of 1934) have concluded that, as of September 30, 2017, 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 intemnal controls over financial reporting.
The Registrants' principal executive officers and principal financial officers have concluded that there were no changes in the Registrants' intemal
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.

PART ll, 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 II, see:

*  "Item 3. Legal Proceedings” in each Registrant's 2016 Form 10-K; and
+  Notes 6 and 9 to the Financial Statements.

Item 1A. Risk Factors

There have been no material changes in the Registrants' risk factors from those disclosed in "Item [ A. Risk Factors" of the Registrants' 2016 Form 10-K.

Item 4. Mine Safety Disclosures

Not applicable.

Item 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.
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4(a) - Supplemental Indenture No. 16, dated as of September 8, 2017, among PPL Capital Funding, Inc., PPL Corporation and The Bank
of New York Mellon (as successor to JPMorgan Chase Bank, N.A. (formerly known as The Chase Manhattan Bank)), as Trustee
(Exhibit 4(b) to PPL Corporation Form 8-K Report (File No. 1-11459) dated September 6,2017)

*4(b - £3,000,000,000 Euro Medium Term Note Programme entered into by Westem Power Distribution (East Midlands) ple, Western
Power Distribution (South Wales) plc, Western Power Distribution (South West) plc and Western Power Distribution (West
Midlands) plc, dated as of September 15,2017

*4(c) - Amendment No. 1 to PPL Employee Stock Ownership Plan, dated October 2,2017
*10(a)-1 - £20,000,000 Uncommitted Facility Letter entered into between Westem Power Distribution (South West) plc, Westem Power

Distribution (South Wales) plc, Westem Power Distribution (West Midlands) plc, Western Power Distribution (East Midlands) plc
and BNP Paribas, dated as of January 23,2014

*10(a)-2 - Amendment to said Uncommitted Facility Letter, dated as of July 28,2017

*10 - $200,000,000 Term Loan Credit Agreement, dated as of October 26,2017, among Louisville Gas and Electric Company, as the
Borrower, the Lenders from time to time party hereto and U.S. Bank National Association, as Administrative Agent

*12(a - PPL Corporation and Subsidiaries Computation of Ratio of Eamnings to Combined Fixed Charges and Preferred Stock Dividends

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

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

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

*12(e - Kentucky Utilities Company Computation of Ratio of Eamings to Fixed Charges

Certifications pursuant to Section 302 of'the Sarbanes-Oxley Act 0f 2002, for the quarterly period ended September 30, 2017, filed by the following officers
forthe 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(c - LG&E and KU Energy LLC's principal executive officer

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

*31 - Louisville Gas and Electric Company's principal executive officer
*31¢h - Louisville Gas and Electric Company's principal financial officer
*¥313) - Kentucky Utilities Company's principal executive officer

*31(] - Kentucky Utilities Company's principal financial officer

@]

ertifications pursuant to Section 906 of the Sarbanes-Oxley Act 0f 2002 for the quarterly period ended September 30, 2017, 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
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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: November 1,2017 /s/ Stephen K. Breininger

Stephen K. Breininger
Vice President and Controller

(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date: November 1,2017 /s/ Marlene C. Beers

Marlene C. Beers
Controller

(Principal Financial Officer and Principal Accounting
Officer)

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

Louisville Gas and Electric Company
(Registrant)

Kentucky Utilities Company
(Registrant)

Date: November 1,2017 /s/ Kent W, Blake

Kent W. Blake
Chief Financial Officer

(Principal Financial Officer and Principal Accounting

Officer)
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Exhibit 4(b)

IMPORTANT NOTICE

THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE NOT U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE SECURITIES ACT) (REGULATION 8)) LOCATED OUTSIDE THE UNITED STATES IN
ACCORDANCE WITH REGULATION §S.

IMPORTANT: You must read the following before continuing. The following applies to the prospectus following this page (the Prospectus) and you are
therefore advised to read this carefully before reading, accessing or making any other use of the Prospectus. In accessing the Prospectus, you agree to
be bound by the following terms and conditions, including any modifications to them any time you receive any information from us as a result of such
access.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY THE
SECURITIES OF WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC, WESTERN POWER DISTRIBUTION (WEST MIDLANDS) PLC,
WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC OR WESTERN POWER DISTRIBUTION (SOUTH WALES) PLC (TOGETHER, THE
ISSUERS) IN THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO.

THE SECURITIES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE UNITED STATES SECURITIES ACT, OR THE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION AND ARE SUBJECT TO U.S. TAX LAW
REQUIREMENTS. THE SECURITIES MAY NOT BE OFFERED, SOLD OR DELIVERED, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED
STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, ANY U.S. PERSONS (AS DEFINED IN REGULATION S) EXCEPT PURSUANT TO AN
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND
APPLICABLE STATE SECURITIES LAWS.,

THE PROSPECTUS MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY
MANNER WHATSOEVER AND, IN PARTICULAR, MAY NOT BE FORWARDED TO ANY U.S. PERSON OR TO ANY U.S. ADDRESS. ANY
FORWARDING, DISTRIBUTION OR REPRODUCTION OF THE PROSPECTUS IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO
COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER
JURISDICTIONS.

IMPORTANT - EEA RETAIL INVESTORS - If the Final Terms in respect of any Notes include a legend entitled “Prohibition of Sales to EEA Retail
Investors”, the Notes are not intended, from 1 January 2018, to be offered, sold or otherwise made available to and, with effect from such date, should not be
offered, sold or otherwise made available to any retail investor in the European Economic Area ("EEA"). For these purposes, a retail investor means a person
who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU ("MIFID II"); or (ii) a customer within the meaning
of Directive 2002/92/EC, where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II. Consequently no
key information document required by Regulation (EU) No 1286/2014 (the "PRIIPs Regulation") for offering or selling the Notes or otherwise making them
available to retail investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise making them available to any retail investor
in the EEA may be unlawful under the PRIIPs Regulation.

The Prospectus has been delivered to you on the basis that you are a person into whose possession the Prospectus may be lawfully delivered in accordance
with the laws of the jurisdiction in which you are located. By accessing the Prospectus, you shall be deemed to have confirmed and represented to us that (a)
you have understood and agree to the terms set out herein, (b) you consent to delivery of the Prospectus by electronic transmission, (c) you are not a U.S.
person (within the meaning of Regulation S under the Securities Act) or acting for the account or benefit of a U.S. person and the electronic mail address that
you have given to us and to which this e-mail has been delivered is not located in the United States, its territories and possessions (including Puerto Rico, the
U.S. Virgin Islands, Guam, American Samoa, Wake Island and the Northemn Mariana Islands) or the District of Columbia, (d) you have not duplicated,
distributed, forwarded, transferred or otherwise transmitted the Prospectus or any other presentational or other materials conceming this offering (including
electronic copies thereof) to any persons within the United States and agree that such materials shall not be duplicated, distributed, forwarded, transferred or
otherwise transmitted by you, (¢) you have made your own assessment concerning the relevant tax, legal and other economic considerations relevant to an
investment in the securities of the Issuers and (f) if you are a person in the United Kingdom, then you are a person who (i) has professional experience in
matters relating to investments or (ii) is a high net worth entity falling within Article 49(2)
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(a) to (d) of the Financial Services and Markets Act (Financial Promotion) Order 2005 or a certified high net worth individual within Article 48 of the
Financial Services and Markets Act (Financial Promotion) Order 2005. The materials relating to this offering (including the Prospectus) do not constitute, and
may not be used in connection with, an offer or solicitation in any place where offers or solicitations are not permitted by law.

Under no circumstances shall the Prospectus constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of these securities in any
jurisdiction in which such offer, solicitation or sale would be unlawful.

The Prospectus has been sent to you in an electronic form. You are reminded that documents transmitted via this medium may be altered or changed during
the process of electronic transmission and consequently none of the Issuers, Banco Santander, S.A., Barclays Bank PLC, HSBC Bank plc, Lloyds Bank plc,
Merrill Lynch International, Mizuho Intemational plc, MUFG Securities EMEA plc, RBC Europe Limited or The Royal Bank of Scotland plc (trading as
NatWest Markets) nor any person who controls any of them nor any director, officer, employee nor agent of any of them or affiliate of any such person accepts
any liability or responsibility whatsoever in respect of any difference between the Prospectus distributed to you in electronic format and the hard copy
version available to you on request from Barclays Bank PLC, Banco Santander, S.A., HSBC Bank plc, Lloyds Bank plc, Merrill Lynch Intemational, Mizuho
International plc, MUFG Securities EMEA plc, RBC Europe Limited or The Royal Bank of Scotland plc (trading as NatWest Markets).
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WESTERN POWER DISTRIBUTION (EAST MIDLANDS) PLC

(incorporated and registered with limited liability in England and Wales under registration number 02366923)
and

WESTERN POWER DISTRIBUTION (SOUTH WALES) PLC

(incorporated and registered with limited liability in England and Wales under registration number 02366985)
and

WESTERN POWER DISTRIBUTION (SOUTH WEST) PLC

(incorporated and registered with limited liability in England and Wales under registration number 02366894)
and

WESTERN POWER DISTRIBUTION (WEST MIDLANDS) PLC

(incorporated and registered with limited liability in England and Wales under registration number 03600574)

£3,000,000,000
Euro Medium Term Note Programme

Under this £3,000,000,000 Euro Medium Term Note Programme (the Programme), Western Power Distribution (East Midlands) plc (WPDE), Western Power Distribution (South
Wales) plc (WPD South Wales), Western Power Distribution (South West) plc (WPD South West) and Western Power Distribution (West Midlands) plc ( WPDW and, together with
WPDE, WPD South Wales and WPD South West, the Issuers, and each, an Issuer) may from time to time issue notes (the Notes) denominated in any currency agreed between the
Issuer of such Notes (the Relevant Issuer) and the relevant Dealer (as defined below).

The maximum aggregate nominal amount of all Notes from time to time outstanding under the Programme will not exceed £3,000,000,000 (or its equivalent in other currencies
calculated as described in the amended and restated dealer agreement dated 15 September 2017, as amended or supplemented from time to time, the Dealer Agreement), subject to
increase as described in this Prospectus.

The Notes may be issued on a continuing basis to one or more of the Dealers specified under “Description of the Programme” and any additional Dealer appointed under the
Programme from time to time by the Relevant Issuers (each a Dealer and together the Dealers), which appointment may be for a specific issue or on an ongoing basis. References in
this Prospectus to the relevant Dealer shall, in the case of an issue of Notes being (or intended to be) subscribed by more than one Dealer, be to all Dealers agreeing to subscribe such -
Notes.

Application has been made to the Financial Conduct Authority (the FCA) in its capacity as competent authority (the UK Listing Authority) for Notes issued under the Programme
during the period of 12 months from the date of this Prospectus to be admitted to the official list of the UK Listing Authority (the Official List) and to be admitted to trading on the
London Stock Exchange's (the London Stock Exchange) regulated market.

References in this Prospectus to Notes being listed (and all related references) shall mean that such Notes have been admitted to trading on the London Stock Exchange's regulated
market and have been admitted to the Official List. The London Stock Exchange's regulated market is a regulated market for the purposes of the Markets in Financial Instruments
Directive (Directive 2004/39/EC).

Notice of the aggregate nominal amount of the Notes, interest (if any) payable in respect of the Notes, and the issue price of the Notes and certain other information which is applicable
to each Tranche (as defined under “Terms and Conditions of the Notes™) of the Notes will (other than in the case of Exempt Notes, as defined below) be set out in a separate document
containing the final terms for that Tranche (Final Terms) which, with respect to the Notes to be admitted to the Official List and admitted to trading by the Londen Stock Exchange on
the regulated market, will be delivered to the UK Listing Authority and the London Stock Exchange on or before the date of issue of the Notes of such Tranche. Copies of Final Terms
in relation to Notes to be listed on the London Stock Exchange will also be published on the website of the London Stock Exchange through a regulatory information service. In the
case of Exempt Notes, notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of the Notes, and the issue price of the Notes and certain other information
which is applicable to each Tranche will be set out in a pricing supplement document (the Pricing Supplement). In this Prospectus, any reference to Final Terms shall, in the case of
Exempt Notes, be construed as a reference to the relevant Pricing Supplement.

The Programme provides that the Notes may be listed or admitted to trading, as the case may be, on such other or further stock exchange(s) or regulated or unregulated markets as may
be agreed between the Relevant Issuer, the Note Trustee (as defined below) and the relevant Dealer(s). The Relevant Issuer may also issue unlisted Notes and/or Notes not admitted to
trading on any regulated or unregulated market (Exempt Notes). The UK Listing Authority has neither approved nor reviewed information contained in this Prospectus in connection
with Exempt Notes,

Each Series (as defined in “Overview of the Programme™) of Notes in bearer form will be represented on issue by a temporary global note in bearer form (each a temporary Global
Note) or a permanent global note in bearer form (each a permanent Global Note). Notes in registered form will be represented by registered certificates (each a Certificate), one
Certificate being issued in respect of each Noteholder’s entire holding of Registered Notes of one Series (a Global Certificate). If the global notes (the Global Notes and each a Global
Note) are stated in the applicable Final Terms to be issued in new global note (NGN) form they are intended to be eligible collateral for Eurosystem monetary policy and, the Global
Notes will be delivered on or prior to the original issue date of the relevant Tranche to a common safekeeper (the Common Safekeeper) for Euroclear Bank SA/NV (Euroclear) and
Clearstream Banking S.A. (Clearstream, Luxembourg). Registered Notes issued in global form will be represented by registered global certificates (Global Certificates). If a Global
Certificate is held under the New Safekeeping Structure (the NSS) the Global Certificate will be delivered on or prior to the original issue date of the relevant Tranche to a Common
Safekeeper for Euroclear and Clearstream, Luxembourg.

Global Notes which are not issued in NGN form (Classic Glebal Notes or CGNs) and Global Certificates which are not held under the NSS will be deposited on the issue date to of the
relevant Tranche with a common depositary on behalf of Euroclear and Clearstream, Luxembourg (the Common Depositary).
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The provisions governing the exchange of interests in Global Notes for other Global Notes and definitive Notes are described in “Form of the Notes”.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the Securities Act) and may not be offered or sold in the United States or to, or
for the account or benefit of, U.S. persons (as defined in Regulation S under the Securities Act) unless the Notes are registered under the Securities Act or an exemption from the
registration requirements of the Securities Act is available. See “Form of the Notes” for a description of the manner in which Notes will be issued.

Each of the Issuers has been rated by Moody’s Investors Service Limited (Moody’s) and/or Standard & Poor's Credit Market Services Europe Limited (S&P). Each of Moody’s and
S&P is established in the European Union and registered under Regulation (EC) No. 1060/2009 (as amended) (the CRA Regulation). As such each of Moody's and S&P is included in
the list of credit agencies published by the European Securities and Markets Authority (ESMA) on its website (at http://www.esma.curopa.eu/page/List-registered-and-certified-CRAs)
in accordance with the CRA Regulation, Notes issued under the Programme may be rated or unrated by any one or more of the rating agencies referred to above. Where a Tranche of
Notes is rated, such rating will be disclosed in the Final Terms and will not necessarily be the same as the rating assigned to the Issuer by the relevant rating agency. A rating is not a
recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any time by the assigning rating agency. Please also refer to "Credit ratings
may not reflect all risks” in the Risk Factors section of this Prospectus.

Prospective investors should cansider carefully the risks set forth under Risk Factors on pages 13 to 21 prior to making investinent decisions with respect to the Notes.,

Arranger
NatWest Markets
Dealers
Barclays BofA Merrill Lynch
HSBC Lloyds Bank
Mizuho Securities i MUFG
RBC Capital Markets Santander Global Corporate Banking

NatWest Markets

The date of this Prospectus is 15 September 2017
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IMPORTANT INFORMATION

This Prospectus comprises a base prospectus, in respect of all Notes other than Exempt Notes issued under the Programme, for the
purposes of Article 5.4 of the Prospectus Directive. When used in this Prospectus, Prospectus Directive means Directive 2003/71/EC
(as amended, including by Directive 2010/73/EU), and includes any relevant implementing measure in a relevant Member State of the
European Economic Area) and for the purpose of giving information with regard to the Relevant Issuer and the Notes which, according
to the particular nature of the Relevant Issuer and the Notes, is necessary to enable investors to make an informed assessment of the
assets and liabilities, financial position, profit and losses and prospects of the Relevant Issuer.

This Prospectus shall be read and construed in conjunction with any amendment or supplement hereto. Furthermore, in relation to any
Series of Notes, this Prospectus should be read and construed together with the relevant Final Terms.

The Issuers have each undertaken to the Arranger and the Dealers in the Programme to comply with section 87G of the Financial
Services and Markets Act 2000, as amended (the FSMA). Following the publication of this Prospectus, a supplement may be prepared
by the Issuers and approved by the UK Listing Authority which will comprise a supplementary prospectus in accordance with section
87G of the FSMA. Statements contained in any such supplement (or contained in any document incorporated by reference therein)
shall, to the extent applicable (whether expressly, by implication or otherwise), be deemed to modify or supersede statements contained
in this Prospectus. Any statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute
part of this Prospectus.

In the case of any Notes which are to be admitted to trading on a regulated market within the European Economic Area or offered to the
public in a Member State of the European Economic Area in circumstances which require the publication of a prospectus under the
Prospectus Directive, the minimum specified denomination shall be €100,000 (or its equivalent in any other currency as at the date of
issue of the Notes).

This Prospectus is not a prospectus for the purposes of Section 12(a)(2) or any other provision or order under the Securities Act.

Each Issuer accepts responsibility for the information contained in this Prospectus and the Final Terms for each Tranche of Notes issued
under the Programme. To the best of the knowledge and belief of each of the Issuers (each having taken all reasonable care to ensure
that such is the case) the information contained in this Prospectus, is in accordance with the facts and does not omit anything likely to
affect the import of such information. Any information sourced from third parties contained in this Prospectus has been accurately
reproduced (and is clearly sourced where it appears in the document) and, as far as the Issuers are aware and are able to ascertain from
information published by that third party, no facts have been omitted which would render the reproduced information inaccurate or
misleading.

Subject as provided in the applicable Final Terms, the only persons authorised to use this Prospectus in connection with an offer of
Notes are the persons named in the applicable Final Terms as the relevant Dealer or the Managers, as the case may be.

Tranches of Notes may be rated or unrated. Where a Tranche of Notes is rated, the rating assigned to such Tranche will be specified in
the applicable Final Terms. A rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction
or withdrawal at any time by the assigning rating agency.

The rating of certain Tranches of Notes to be issued under the Programme may be specified in the applicable Final Terms. Whether or
not each credit rating applied for in relation to the relevant Tranches of Notes has been issued by a credit rating agency established in
the European Union and registered under the CRA Regulation
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will be disclosed in the Final Terms. Please also refer to “Credit Ratings may not reflect all risks” in the Risk Factors section of this
Prospectus.

Copies of each set of Final Terms will be available from the specified office set out below of each of the Paying Agents (as defined
below) and (in the case of Notes to be admitted to the Official List) will be available from the registered office of the Relevant Issuer.

Neither the Arranger, the Dealers nor the Note Trustee have independently verified the information contained herein. Accordingly, no
representation, warranty or undertaking, express or implied, is made and no responsibility or liability is accepted by the Arranger, the
Dealers or the Note Trustee as to the accuracy or completeness of the information contained or incorporated in this Prospectus or any
other information provided by the Issuers in connection with the Programme.

No person is or has been authorised by the Issuers, any of the Arranger, the Dealers or the Note Trustee to give any information or to
make any representation not contained in or not consistent with this Prospectus or any other information supplied in connection with the
Programme or the Notes and, if given or made, such information or representation must not be relied upon as having been authorised
by the Issuers, the Arranger, any Dealer or the Note Trustee.

Neither this Prospectus nor any other information supplied in connection with the Programme or any Notes (i) is intended to provide the
basis of any credit or other evaluation or (ii) should be considered as a recommendation by the Issuers, the Arranger, any of the Dealers
or the Note Trustee that any recipient of this Prospectus or any other information supplied in connection with the Programme or any
Notes should purchase any Notes. Each investor contemplating purchasing any Notes should make its own independent investigation of
the financial condition and affairs, and its own appraisal of the creditworthiness, of the Issuers. Neither this Prospectus nor any other
information supplied in connection with the Programme or the issue of any Notes constitutes an offer or invitation by or on behalf of
the Issuers, the Arranger, any of the Dealers or the Note Trustee to any person to subscribe for or to purchase any Notes.

Neither the delivery of this Prospectus nor the offering, sale or delivery of any Notes shall in any circumstances imply that the
information contained herein concerning the Issuers is correct at any time subsequent to the date hereof or that any other information
supplied in connection with the Programme is correct as of any time subsequent to the date indicated in the document containing the
same. The Arranger, the Dealers and the Note Trustee expressly do not undertake to review the financial condition or affairs of the
Issuers during the life of the Programme or to advise any investor in the Notes of any information coming to their attention.

IMPORTANT — EEA RETAIL INVESTORS - If the Final Terms in respect of any Notes include a legend entitled “Prohibition of Sales to EEA Retail
Investors”, the Notes are not intended, from 1 January 2018, to be offered, sold or otherwise made available to and, with effect from such date, should not be
offered, sold or otherwise made available to any retail investor in the European Economic Area ("EEA"). For these purposes, a retail investor means 2 person
who is one (or more) of: (i) a retail client as defined in point (I1) of Article 4(1) of Directive 2014/65/EU ("MIFID II"); or (ii) a customer within the meaning
of Directive 2002/92/EC ("Insurance Mediation Directive"), where that customer would not qualify as a professional client as defined in point (10) of Article
4(1) of MiFID II. Consequently no key information document required by Regulation (EU) No 1286/2014 (the "PRIIPs Regulation") for offering or selling
the Notes or otherwise making them available to retail investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise making
them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.
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IMPORTANT INFORMATION RELATING TO THE USE OF THIS PROSPECTUS AND OFFERS OF NOTES GENERALLY

This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Notes in any jurisdiction to any person to
whom it is unlawful to make the offer or solicitation in such jurisdiction. The distribution of this Prospectus and the offer or sale of
Notes may be restricted by law in certain jurisdictions. The Issuers, the Arranger, the Dealers and the Note Trustee do not represent that
this Prospectus may be lawfully distributed, or that any Notes may be lawfully offered, in compliance with any applicable registration or
other requirements in any such jurisdiction, or pursuant to an exemption available thereunder, nor assume any responsibility for
facilitating any such distribution or offering. In particular, no action has been taken by the Issuers, the Arranger, the Dealers or the Note
Trustee which would permit a public offering of any Notes or distribution of this Prospectus in any jurisdiction where action for that
purpose is required. Accordingly, no Notes may be offered or sold, directly or indirectly, and neither this Prospectus nor any
advertisement or other offering material may be distributed or published in any jurisdiction, except in circumstances that will result in
. compliance with any applicable laws and regulations. Persons into whose possession this Prospectus or any Notes may come must
inform themselves about, and observe, any such restrictions on the distribution of this Prospectus and the offering and sale of Notes. In
particular, there are restrictions on the distribution of this Prospectus and the offer or sale of Notes in the United States and the United
Kingdom: see “Subscription and Sale”. Neither the Issuers, the Arranger nor any Dealer have authorised, nor do they authorise, the
making of any offer of Notes in circumstances in which an obligation arises for the Issuers or any Dealer to publish or supplement a
prospectus for such offer.

The investment activities of certain investors are subject to legal investment laws and regulations, or review or regulation by certain
authorities. Each potential investor should consult its legal advisers to determine whether and to what extent (1) the Notes are legal
investments for it, (2) the Notes can be used as collateral for various types of borrowing and (3) other restrictions apply to its purchase
or pledge of the Notes. Financial institutions should consult their legal advisers or the appropriate regulators to determine the
appropriate treatment of the Notes under any applicable risk-based capital or similar rules.

All references in this document to Sterling and £ refer to the lawful currency for the time being of the United Kingdom of Great Britain
and Northern Ireland, references to euro and € refer to the currency introduced at the start of the third stage of the Economic and
Monetary Union pursuant to the Treaty on the Functioning of the European Union, and references to U.S. Dollars and $ refer to the
lawful currency for the time being of the United States of America.

In making an investment decision, investors must rely on their own examination of the Issuers and the terms of the Notes being offered,
including the merits and risks involved. The Notes have not been approved or disapproved by the United States Securities and
Exchange Commission or any other securities commission or other regulatory authority in the United States, nor have the foregoing
authorities approved this Prospectus or confirmed the accuracy or determined the adequacy of the information contained in this
Prospectus. Any representation to the contrary is unlawful.

NOTES ISSUED BY AN ISSUER ARE OBLIGATIONS SOLELY OF THAT ISSUER AND ARE ISSUED WITHOUT ANY
RECOURSE WHATEVER TO THE OTHER ISSUERS HEREUNDER.
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STABILISATION

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the stabilisation manager(s) (the
Stabilisation Manager(s)) (or persons acting on behalf of any Stabilisation Manager(s)) in the applicable Final Terms may over-allot
Notes or effect transactions with a view to supporting the market price of the Notes at a level higher than that which might otherwise
prevail. However, stabilisation may not necessarily occur. Any stabilisation action may begin on or after the date on which adequate
public disclosure of the terms of the offer of the relevant Tranche of Notes is made and, if begun, may cease at any time, but it must end
no later than the earlier of 30 days after the issue date of the relevant Tranche of Notes and 60 days after the date of the allotment of the
relevant Tranche of Notes. Any stabilisation action or over allotment must be conducted by the relevant Stabilisation Manager(s) (or
persons acting on behalf of any Stabilisation Manager(s)) in accordance with all applicable laws and rules.
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OVERVIEW OF THE PROGRAMME

The following description does not purport to be complete and is taken from, and is qualified in its entirety by (i) the remainder of this
Prospectus and (ii) in relation to the terms and conditions of any particular Tranche of Notes, the applicable Final Terms.

Words and expressions defined in “Form of the Notes” and “Terms and Conditions of the Notes” below shall have the same meanings

in this Overview.

Issuers

Description

Arranger

Dealers

Certain Restrictions

Note Trustee

Issuing and Paying Agent,
Registrar, Transfer Agent
and Calculation Agent

Method of Issue:

Western Power Distribution (East Midlands) plc
Western Power Distribution (South Wales) plc
Western Power Distribution (South West) plc
Western Power Distribution (West Midlands) plc

Euro Medium Term Note Programme

The Royal Bank of Scotland plc (trading as NatWest Markets)

Banco Santander, S.A.

Barclays Bank PLC

HSBC Bank plc

Lloyds Bank plc

Merrill Lynch International

Mizuho International plc

MUFG Securities EMEA plc

RBC Europe Limited

The Royal Bank of Scotland plc (trading as NatWest Markets)

and any other Dealers appointed in accordance with the Dealer Agreement.

Each issue of Notes denominated in a currency in respect of which particular laws, guidelines, regulations,
restrictions or reporting requirements apply will only be issued in circumstances which comply with such
laws, guidelines, regulations, restrictions or reporting requirements from time to time (see “Subscription
and Sale”).

HSBC Corporate Trustee Company (UK) Limited

HSBC Bank plc

The Notes will be issued on a syndicated or non-syndicated basis. The Notes will be issued in series (each
a Series) having one or more issue dates and on terms otherwise identical (or identical other than in
respect of the first payment of interest), the Notes of each Series being intended to be interchangeable with
all other Notes of that Series. Each Series may be issued in tranches (each a Tranche) on the same or
different issue dates. The specific terms of each Tranche (which will be completed, where necessary, with
the relevant terms and conditions and, save in respect of the issue date, issue price, first payment of
interest and nominal amount of the Tranche, will be identical to the terms of other Tranches of the same
Series) will be completed in the Final Terms.
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Programme Size

Distribution

Currencies

Maturities

Issue Price

Form of Notes

Fixed Rate Notes

Floating Rate Notes

Index Linked Interest
Notes and Index Linked
Redemption Notes

Up to £3,000,000,000 (or its equivalent in other currencies, calculated as described in the Dealer
Agreement) outstanding at any time. The Issuers may increase the amount of the Programme in
accordance with the terms of the Dealer Agreement.

Notes may be distributed by way of private or public placement and, in each case, on a syndicated or non-
syndicated basis.

Subject to any applicable legal or regulatory restrictions, any currency agreed between the Relevant Issuer
and the relevant Dealer.

Such maturities as may be agreed between the Relevant Issuer and the relevant Dealer, subject to such
minimum or maximum maturities as may be allowed or required from time to time by the relevant central
bank (or equivalent body) or any laws or regulations applicable to the Relevant Issuer or the relevant
Specified Currency.

Notes will be issued on a fully-paid basis and may be issued and at an issue price which is at par or at a
discount to, or premium over, par.

The Notes will be issued in bearer or registered form as described in “Form of the Notes”. Each Tranche of
Bearer Notes will be represented on issue by a temporary Global Note if (i) definitive Notes are to be made
available to Noteholders following the expiry of 40 days after their issue date or (ii) such Notes have an
initial maturity of more than one year, otherwise such Tranche will be represented by a permanent Global
Note. Registered Notes will be represented by Certificates, one Certificate being issued in respect of each
Noteholder’s entire holding of Registered Notes of one Series. Certificates representing Registered Notes
that are registered in the name of a nominee for one or more clearing systems are referred to as “Global
Certificates”. A beneficial interest in a Global Certificate may be transferable for a Certificate in definitive
form only in accordance with the rules and operating procedures of the relevant clearing system for the
time being and in accordance with the detailed regulations in the Agency Agreement.

Fixed interest will be payable on such date or dates as may be agreed between the Relevant Issuer and the
relevant Dealer and on redemption and will be calculated on the basis of such Day Count Fraction as may
be agreed between the Relevant Issuer and the relevant Dealer.

Floating Rate Notes will bear interest at a rate determined:

(i) on the same basis as the floating rate under a notional interest rate swap transaction in the relevant
Specified Currency governed by an agreement incorporating the 2006 ISDA Definitions (as
published by the International Swaps and Derivatives Association, Inc., and as amended and
updated as at the Issue Date of the first Tranche of the Notes of the relevant Series); or

(i) on the basis of a reference rate appearing on the agreed screen page of a commercial quotation
service at the relevant time.

The margin (if any) relating to such floating rate will be agreed between the Relevant Issuer and the
relevant Dealer for each Series of Floating Rate Notes.

Payments of principal in respect of Index Linked Redemption Notes or of interest in respect of Index
Linked Interest Notes will be calculated by reference to the UK Retail Price Index. Index Linked
Redemption Notes and Index Linked Interest Notes may also specify a Minimum Indexation Factor or a
Maximum Indexation Factor.
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Other provisions in
relation to Floating Rate
Notes and Index Linked
Interest Notes

Zero Coupon Notes

Interest Periods and
Interest Payment Dates:

Redemption by the
Relevant Issuer

Redemption at Option of
the Noteholders on a
Restructuring Event

Redemption at the Option
of Noteholders

Denomination of Notes

Taxation

Floating Rate Notes and Index Linked Interest Notes may also have a maximum interest rate, a minimum
interest, a step-up in the interest rate after a certain date (or any combination of the foregoing).

Zero Coupon Notes will be offered and sold at a discount to their nominal amount and will not bear
interest.

The Notes (other than the Zero Coupon Notes) will have such interest periods and interest payment dates
as the Issuer and the relevant Dealer may agree in relation to a particular Tranche of Notes.

The applicable Final Terms will indicate either that the relevant Notes cannot be redeemed prior to their
stated maturity (other than for taxation reasons or following an Event of Default) or that such Notes will be
redeemable at the option of the Relevant Issuer and/or the Noteholders upon giving notice to the
Noteholders or the Relevant Issuer, as the case may be, on a date or dates specified prior to such stated
maturity and at a price or prices and on such other terms as may be agreed between the Relevant Issuer
and the relevant Dealer.

The Notes issued may also be redeemed at the option of the Noteholders in certain circumstances
following the occurrence of a Restructuring Event, as more particularly set out in Condition 6(g)
(Redemption at the Option of the Noteholders on a Restructuring Event).

If an Investor Put is specified in the Final Terms, the Relevant Issuer shall, at the option of the holder of
any such Note, upon the holder of such Note giving not less than 15 nor more than 30 days’ notice to the
Relevant Issuer (or such other notice period as may be specified in the Final Terms) redeem such Note on
the Optional Redemption Date(s) at its Optional Redemption Amount together with interest accrued up to
(and including) the date fixed for redemption, as more particularly set out in Condition 6(f) (Redemption
at the Option of Noteholders).

Notes will be issued in such denominations as may be agreed between the Relevant Issuer and the relevant
Dealer and as specified in the applicable Final Terms save that the minimum denomination of each Note
admitted to trading on a regulated market within the European Economic Area or offered to the public in a
Member State of the European Economic Area in circumstances which require the publication of a
prospectus under the Prospectus Directive will be €100,000 (or, if the Notes are denominated in a
currency other than euro, the equivalent amount in such currency as at the date of issue of the Notes).

All payments in respect of the Notes will be made without withholding or deduction for or on account of
withholding taxes imposed by the United Kingdom, unless such deduction or withholding is required by
law. In the event that any such withholding or deduction is required by law, the Relevant Issuer will, save
in certain limited circumstances provided in Condition 10 (Taxation), be required to pay additional
amounts that result in receipt by the Noteholders and Couponholders of such amounts as would have been
received by them had no such withholding or deduction been required.
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Negative Pledge and

The terms of the Notes will contain a negative pledge provision and a restriction on the distribution of

Restriction on Distribution dividends as further described in Condition 4 (Negative Pledge and Restriction on Distribution of

of Dividends

Cross Acceleration

Status of the Notes

Ratings

Listing and admission to
trading

Governing Law

Selling Restrictions

Dividends).

The terms of the Notes will contain a cross acceleration provision which applies in respect of each
Relevant Issuer (and not in respect of the other Issuers’ obligations) as further described in Condition 12
(Events of Default).

The Notes will constitute direct, unconditional, unsubordinated and (subject to the provisions of Condition
3 (Status)) unsecured obligations of the Relevant Issuer and will rank pari passu among themselves and
(save for certain obligations required to be preferred by law) equally with all other unsecured obligations
(other than subordinated obligations, if any) of the Relevant Issuer, from time to time outstanding.

Tranches of Notes may be rated or unrated. Where a Tranche of Notes is rated, the rating assigned to such
Tranche will be specified in the applicable Final Terms. A rating is not a recommendation to buy, sell or
hold securities and may be subject to suspension, reduction or withdrawal at any time by the assigning
rating agency. Where Ratings Downgrade Rate Adjustment is specified as being applicable in the Final
Terms, the Rate of Interest applicable to the Notes may be subject to adjustment upon a downgrading of
the rating of the Notes as more fully described in the “Terms and Conditions of the Notes™.

Whether or not each credit rating applied for in relation to the relevant Tranches of Notes has been issued
by a credit rating agency established in the European Union and registered under the CRA Regulation will
be disclosed in the Final Terms.

Application has been made to the UK Listing Authority for Notes issued under the Programme to be
admitted to the Official List and to admit the Notes to trading on the Regulated Market. Notes may be
listed or admitted to trading, as the case may be, on other or further stock exchanges or markets agreed
between the Relevant Issuer and the relevant Dealer in relation to the Series.

Notes which are neither listed nor admitted to trading may also be issued. The UK Listing Authority has
neither approved nor reviewed information contained in this Prospectus in connection with such Exempt
Notes.

The Notes and any non-contractual obligations arising out of or in connection with the Notes will be
governed by English law.

There are restrictions on the distribution of this Prospectus and the offer or sale of Notes in the United
States and the European Economic Area (including the United Kingdom), and such other restrictions as
may be required in connection with the offering and sale of a particular Tranche of Notes, see
“Subscription and Sale”.
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RISK FACTORS

In purchasing Notes, investors assume the risk that any of the Issuers may become insolvent or otherwise be unable to make all
payments due in respect of the Notes. There is a wide range of factors which individually or together could result in any of the Issuers
becoming unable to make all payments due. It is not possible to identify all such factors or to determine which factors are most likely to
occur, as the Issuers may not be aware of all relevant factors and certain factors which they currently deem not to be material may
become material as a result of the occurrence of events outside the Issuers' control. The Issuers have identified in this Prospectus a
number of factors which could materially adversely affect their businesses and ability to make payments due. In addition, factors which
are material for the purpose of assessing the market risks associated with the Notes are described below.

Prospective investors should also read the detailed information set out elsewhere in this Prospectus and reach their own views prior to
making any investment decision. Noteholders may lose the value of their entire investment in certain circumstances.

Words and expressions defined in “Terms and Conditions of the Notes” below or elsewhere in this Prospectus have the same meaning
in this section.

Factors that may affect each Issuer’s ability to fulfil its obligations under the Notes under the Programme
Regulatory Risk

Under current regulation by the Great Britain Office of Gas and Electricity Markets (Ofgem), each Issuer’s allowed revenue is
determined by the distribution price controls set out under the terms of its distribution lcence, and has typically been set by Ofgem
every five years. However from 1 April 20185, the start of the new distribution price control review (RIIO-ED1), the period has been
extended to eight years. Each Issuer has agreed the price control with Ofgem that covers the eight-year period from 1 April 2015 to 31
March 2023. Therefore, unless Ofgem reopens the price control, which the Issuers consider unlikely, there is a high degree of certainty
as to the level of revenue permitted by regulation until 31 March 2023.

However, there can be no assurance that future price controls will permit the generation of sufficient revenues to enable the Relevant
Issuer to meet its respective payment obligations under the Notes. There can also be no assurance that net operating revenues generated
by the Relevant Issuer will be sufficient to meet such payment obligations.

Macroeconomic and geopolitical risk

The "leave” vote in the United Kingdom's recent referendum on its membership of the European Union is likely to have a significant
impact on general macro-economic conditions in the United Kingdom. As at the date of this Prospectus, each of the three major credit
rating agencies has taken rating actions against the United Kingdom's sovereign credit ratings, with Standard & Poor's downgrading the
United Kingdom by two notches from AAA to AA, Fitch imposing a one notch downgrade on the sovereign from AA+ to AA and

Moody's changing the outlook in respect of the United Kingdom's existing Aal rating from stable to negative. In the immediate
aftermath of the result, there were material devaluations in currency, with sterling depreciating to a 31-year low against the U.S. dollar.
The performance of global financial markets has also been materially affected, with international equity markets being particularly
impacted in the days following the referendum result. While the longer-term impact of the "Brexit" vote on global debt and equity
markets, exchange rates and on the political and macro-economic climate generally is uncertain, it is likely that there will continue to be
a period of volatility across international financial markets until the precise terms of the United Kingdom's exit
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from the European Union become clear. As such, no assurance can be given that such matters would not adversely affect the fiscal,
monetary and regulatory landscape to which the Group is subject, the ability of the Issuers to satisfy their respective obligations under
the Notes and/or the market value and/or the liquidity of the Notes in the secondary market.

Distribution licence

Failure by an Issuer to comply with the terms of its distribution licence may lead to Ofgem making an enforcement order or levying a
fine on it. In respect of each Issuer, Ofgem has the power to levy fines of up to 10 per cent. of turnover of that Issuer for any breach of
its distribution licence. While the distribution licence of an Issuer may be terminated immediately in exceptional circumstances, such as
in the event of insolvency proceedings affecting such Issuer, it otherwise continues indefinitely until revoked following no less than 25
years’ written notice.

Retail price index movements and cost-base vaviations

The annual revenues of each Issuer are adjusted by the published retail price index (RPI) in the United Kingdom. There is therefore a
risk that each Issuer's cost base may increase at a faster rate than the RPI due to inflation as measured by the RPI being less than the rate
of inflation on components of the licensee's cost base, even though Ofgem's price control does allow for some cost increases in excess
of RPI If that were to happen, each Issuer's profitability would be reduced and, if the differential between RPI-linked inflation and
experienced operating cost inflation was sufficiently large, it could adversely affect each Issuer's business, financial position and results
of operations. The effects of deflation would also be similar. The annual revenue of each Issuer may reduce at a greater degree to any
deflationary impact on the component costs of the business. Again if this were to happen each Issuer's profitability would be reduced
and, if the differential between RPI-linked deflation and experienced operating cost deflation was sufficiently large, it could adversely
affect each Issuer's business, financial position and results of operations

Change to measure of inflation

On 8 January 2015, the UK Statistics Authority published a review recommending that the Office for National Statistics adopt the so-
called “CPIH” measure of inflation (which, among other things, would include housing costs in its measure of inflation) as its main
measure of inflation.

As at 31 March 2016, Ofgem has taken the decision to retain RPI as the inflation index; however if Ofgem decides to use the CPIH
measure of inflation in the future, after the expiry of the RIIO-ED1 period, this could have an impact on the Issuers’ revenue growth
and, ultimately, on their respective businesses, financial positions and results of operations.

Supply Installation Regulations

Failure to comply with current supply installation regulations could lead to prosecution by the Department of Energy and Climate
Change. While each Issuer has robust inspection and maintenance programmes in place to mitigate this risk, no assurance can be given
that an Issuer will not be subject to such action in the future.

Health and Safety

Failure to comply with legislation, or a health and safety incident, could lead to prosecution by the Health and Safety Executive (the
HSE). Each Issuer places the highest priority on health and safety, and invests in robust training and auditing of all its employees.
However, assurance can be given that an Issuer will not be subject to HSE action in the future.
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Ofgem Requirements

Each Issuer’s activities are regulated by Ofgem. Failure to operate the network properly could lead to compensation payments or
penalties or loss of incentive revenues under incentive arrangements. Failure to invest capital expenditure in line with agreed
programmes could also lead to deterioration of the network and clawback of investment deferred if specified outputs are not met. While
each Issuer’s investment programme is targeted to maintain asset condition and meet the prescribed outputs over an eight-year period
and reduce customer interruptions and customer minutes lost over the period, no guarantee can be given that these regulatory
requirements will be met.

IT Systems

Each Issuer relies on a number of key IT systems for network operation. Failure to plan and execute suitable contingencies in the event
of critical IT system breakdowns could result in poor customer service and/or an inability to operate the network effectively. Each
Issuer has robust contingency plans in place to cover such eventualities and regularly tests these plans, but no assurance can be given
as to their effectiveness going forward.

Environment

Failure to comply with legislation in the event of an environmental incident could lead to prosecution by the Environment Agency.
While each Issuer has robust operating, inspection and maintenance procedures in place to mitigate this risk, ongoing compliance
cannot be guaranteed. '

Storm Related Supply Interruptions

Failure to manage storm related supply interruptions adequately could lead to negative customer perception, adverse publicity and a
potential financial impact on the business. Each Issuer has developed robust operating procedures to manage storm related supply
interruptions and has, through independent review, achieved benchmark performance in previous incidents. However, no assurance can
be given that satisfactory performance can be delivered in the future. :

Pensions

Employees and former employees of the Issuers have pension entitlements from the Central Networks and Western Power Distribution
Groups of the Electricity Supply Pension Scheme (the WPD ESPS Schemes, further details of which are set out in "Description of the
Issuers: Pensions — WPDE and WPDW and Pensions — WPD South West and WPD South Wales") which are defined benefit pension
schemes. Low interest rates, recent declines in financial markets and changes in demographic factors have produced actuarial deficits
that have led to increased pension deficits and which required cash contributions in recent years. Any further adverse movements in
interest rates, financial markets and demographic factors amongst others may lead to even higher pensions costs, cash contributions and
scheme deficits in the future. As part of the electricity regulatory framework in the UK, Ofgem currently allows nearly all the costs of
new benefit accrual in relation to distribution-related activities for both the WPD ESPS Schemes (which are closed to new members) and
the Issuers’ defined contribution scheme (the Western Power Pension Scheme or WPPS) to be charged to customers. Since 1 April
2015 cash confributions payable in respect of new benefit accrual in the WPD ESPS Schemes and the WPPS along with any cash
contributions payable in respect of any incremental deficit arising from benefit accrual after 1 April 2010 have been benchmarked as
part of total employment costs and will only be funded to the extent that they are deemed to be efficient. In addition, Ofgem carries out
reasonableness reviews of the WPD ESPS Schemes’ valuation outcomes and their corresponding deficit repair payment schedules
following successive triennial valuations. As a result, if Ofgem deem that certain pension deficit costs have not have been efficiently
and/or reasonably incurred, they may further restrict the amount that can be recovered from customers in the future.
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Combined Operating Activities of WPDE, WPDW, WPD South West and WPD South Wales

As required by Ofgem in its regulation of distribution network operators (DNOs and each a DNO), WPDE, WPDW, WPD South West
and WPD South Wales are separate legal entities, which are subject to financial ring-fencing and which hold separate distribution
licences. However, on a management and commercial level WPDE, WPDW, WPD South West and WPD South Wales are operated on a
combined basis under the commercial brand “Western Power Distribution”. As a result, any event which has an adverse impact on
Western Power Distribution may affect the management and delivery of operations for WPDE, WPDW, WPD South West and WPD
South Wales.

Procurement Risk

In order to support its core business activities, it is necessary for each of the Issuers to purchase significant quantities of resources and
enter into contracts for the supply of other products and services. Although the Issuers routinely enter into long-term contracts to protect
their commercial position, significant price rises and/or failure to secure key materials could have a significant adverse effect on the
operations and/or financial position of the Issuers. Whilst each Issuer receives protection from inflation through its price controls being
linked to the retail price index, it will be exposed or benefit from any changes relative to inflation, either as a result of commodity prices
or issues around supply and demand for plant and equipment or with its contractors. To the extent it purchases equipment from
overseas, this exposure would also extend to exchange rate fluctuations.

Key management personnel and employees

Each Issuer's business depends upon the efforts and dedication of its senior management team. Competition for highly qualified
personnel is intense, and the loss of the services of any of these key personnel without adequate replacement or the inability to attract
new qualified personnel could have a material adverse effect on each Issuer's business, financial condition and results of operations.

Each Issuer's future business success depends in part on its ability to continue to recruit, train, motivate and retain employees and on its
ability to continue to employ creative employees and consultants. The loss of service of any key personnel, or an inability to attract and
retain qualified employees and consultants, could have a material adverse impact on each Issuer's business, financial condition and
results of operations.

Each Issuer's workforce is covered by collective bargaining agreements, which impacts its labour costs. The current collective
bargaining agreements are renewed on a rolling basis and each Issuer cannot ensure that the collective bargaining agreements will
continue without required amendments or that it will reach new agreements with the unions on satisfactory terms if this event occurs.
Furthermore, work stoppages, strikes or similar industrial actions could adversely impact each Issuer's business, financial position and
results of operations.

Factors which are material for the purpose of assessing the market risks associated with the Notes
Notes may not be a suitable investment for all investors

Each potential investor in any Note must determine the suitability of that investment in light of its own circumstances. In particular,
each potential investor should:

6] have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits and risks of investing in the
Notes and the information contained in this Prospectus or any applicable supplement;
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(ii) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular financial situation, an
investment in the relevant Notes and the impact such investment will have on its overall investment portfolio;

(iii)  have sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes;
(iv)  understand thoroughly the terms of the Notes and be familiar with the behaviour of any relevant markets; and

) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic, interest rate and other
factors that may affect its investment and its ability to bear the applicable risks.

Risks related to the structure of the Notes
Early redemption by a Relevant Issuer at its option

A Relevant Issuer may, in the limited circumstances set out in Condition 6 (Redemption, Purchase and Options) and subject to the
provisions as to minimum redemption price there sét out, redeem the Notes prior to their stated maturity date. This early redemption
feature may limit the market value of the Notes. The market value of the Notes is unlikely to rise substantially above the price at which
they can be redeemed. In addition, depending on prevailing market conditions at the time, an investor receiving the proceeds of an
early redemption of the Notes may not be able to reinvest those proceeds in a comparable security at an effective interest rate as high as
that of the Notes.

Index Linked Interest Notes and Index Linked Redemption Notes

A Relevant Issuer may issue Notes with principal and/or interest determined by reference to the UK Retail Price Index (RPI). RPI may
go down as well as up. Information on the RPI can be found at www.statistics.gov.uk.

Where the amount of interest payable on a Tranche of Notes is subject to adjustment by reference to RPI, a decrease in RPI over the
reference period will reduce the amount of interest payable in respect of such Notes. In a deflationary environment, the annual interest
received may be lower than the rate of interest specified in the applicable Final Terms.

Where the amount payable upon redemption of any Tranche of Notes is subject to adjustment by reference to RPI, a decrease in RPI
over the reference period may reduce the amount to be repaid upon redemption of such Notes to less than the nominal amount of such
Notes, unless the applicable Final Terms specify a minimum redemption amount which is equal to or higher than the nominal amount of
such Notes.

The historical experience of RPI should not be viewed as an indication of the future performance of RPI during the term of any Notes.
Accordingly, each potential investor should consult its own financial and legal advisers about the risk entailed by an investment in any
Notes linked to RPI and the suitability of such Notes in light of its particular circumstances.

There are particular risks associated with an investment in Index Linked Interest Notes and Index Linked Redemption Notes (Indexed
Notes). In particular, an investor might receive less interest than expected or no interest in respect of such Notes and may lose some or
all of the principal amount invested by it.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interést at a rate that the Relevant Issuer may elect to convert from a fixed rate to a floating rate, or
from a floating rate to a fixed rate. The Relevant Issuer’s ability to convert the interest

16
Sourca: PPL CORP, 10-0, November 01, 2017 Pewsrad by Momingstar™ Document Researeh
The information contained bereln may not be copled, adapted or distrid f and Is not to be plate or timely, The tser assutnes alf risks tor any damages or losses arising from any use of tiis information,
except 1o the ostont stch domuges o7 fosses cannot be limited or fod by licakte law. Past fi tal performance is no gaarantee of future resuits.




rate will affect the secondary market in, and the market value of, such Notes since the Relevant Issuer may be expected to convert the
rate when it is likely to result in a lower overall cost of borrowing for the Relevant Issuer. If the Relevant Issuer converts from a fixed
rate to a floating rate, the spread on the Fixed/Floating Rate Notes may be less favourable than then prevailing spreads on comparable
Floating Rate Notes tied to the same reference rate. In addition, the new floating rate at any time may be lower than the rates on other
Notes. If the Relevant Issuer converts from a floating rate to a fixed rate, the fixed rate may be lower than then prevailing market rates.

Fixed Rate Notes

Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest rates may adversely affect the value of the
Fixed Rate Notes.

Notes which are issued at a substantial discount or premium may experience price volatility in response to changes in market interest
rates

The market values of securities issued at a substantial discount (such as Zero Coupon Notes) or premium to their nominal amount tend
to fluctuate more in relation to general changes in interest rates than do prices for more conventional interest-bearing securities.
Generally, the longer the remaining term of such securities, the greater the price volatility as compared to more conventional interest-
bearing securities with comparable maturities.

The conditions of the Notes contain provisions which may permit their modification without the consent of all investors and confer
significant discretions on the Trustee which may be exercised without the consent of the Noteholders and without regard to the
individual interests of particular Noteholders.

The Terms and Conditions of the Notes contain provisions for calling meetings of Noteholders to consider matters affecting their
interests generally. These provisions permit defined majorities to bind all Noteholders including Noteholders who did not attend and
vote at the relevant meeting and Noteholders who voted in a manner contrary to the majority.

The Terms and Conditions of the Notes also provide that the Note Trustee may, without the consent of Noteholders and without regard
to the interests of particular Noteholders, agree to (i) any modification, waiver or authorisation of any breach, or proposed breach, of
any of the provisions of the Notes or the Trust Deed or (ii) determine without the consent of the Noteholders that any Event of Default
(as defined in the Trust Deed) shall not be treated as such or (iii) the substitution of another company as principal debtor under the
Notes in place of the Relevant Issuer, in the circumstances described in Condition 13 (Meetings of Noteholders, Modification, Waiver
and Substitution) (provided that, in each case, it is not, in the opinion of the Note Trustee, materially prejudicial to the interests of the
Noteholders).

The value of the Notes could be adversely affected by a change in English law or administrative practice

The Terms and Conditions of the Notes are based on English law in effect as at the date of this Prospectus. No assurance can be given
as to the impact of any possible judicial decision or change to English law or administrative practice after the date of this Prospectus and
any such change could materially adversely impact the value of any Notes affected by it.

Minimum Denominations

In relation to any issue of Notes which have denominations consisting of a minimum specified denomination plus one or more higher
integral multiples of another smaller amount, it is possible that such Notes may be
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traded in amounts in excess of the minimum specified denomination that are not integral multiples of such minimum specified
denomination. In such a case a holder who, as a result of trading such amounts, holds an amount which is less than the minimum
specified denomination in his account with the relevant clearing system would not be able to sell such holding without first purchasing
a principal amount of Notes at or in excess of the minimum specified denomination such that its holding amounts to a specified
denomination. Further, a holder who, as a result of trading such amounts, holds an amount which is less than the minimum specified
denomination in his account with the relevant clearing system at the relevant time may not receive a definitive Note in respect of such
holding (should definitive Notes be printed) and would need to purchase a principal amount of Notes at or in excess of minimum
specified denominations such that its holding amounts to a specified denomination.

If such Notes in definitive form are issued, holders should be aware that definitive Notes which have a denomination that is not an
integral multiple of the minimum specified denomination may be illiquid and difficult to trade.

Eligibility of the Notes for Eurosystem Monetary Policy

Those Notes issued in NGN form or to be held under the NSS are intended to be held in a manner which will allow Eurosystem
eligibility. This means that such Notes are upon issue deposited with one of the international central securities depositories as common
safekeeper and does not necessarily mean that such Notes will be recognised as eligible collateral for Eurosystem monetary policy and
intra-day credit operations by the Eurosystem (Eurosystem Eligible Collateral) either upon issue, or at any or all times during their life.
Such recognition will depend upon satisfaction of the Eurosystem eligibility criteria and other obligations (including the provision of
further information) as specified by the ECB from time to time. The Issuers do not give any representation, warranty, confirmation or
guarantee to any investor in the Notes that the Notes will, either upon issue, or at any or all times during their life, satisfy all or any
requirements for Eurosystem eligibility and be recognised as Eurosystem Eligible Collateral. Any potential investor in the Notes should
make their own conclusions and seek their own advice with respect to whether or not the Notes constitute Eurosystem Eligible
Collateral.

Risks applicable to certain types of Exempt Notes

There are particular risks associated with an investment in certain types of Exempt Notes, such as Index Linked Notes. In particular, an
investor might receive less interest than expected or no interest in respect of such Notes and may lose some or all of the principal
amount invested by it.

The Relevant Issuer may issue Notes with principal or interest determined by reference to an index or formula, to changes in the prices
of securities or commodities, to movements in currency exchange rates or other factors (each, a Relevant Factor). In addition, the
Relevant Issuer may issue Notes with principal or interest payable in one or more currencies which may be different from the currency
in which the Notes are denominated. Potential investors should be aware that:

(a) the market price of such Notes may be volatile;
(b) they may receive no interest;
(c) payment of principal or interest may occur at a different time or in a different currency than expected;

(d) they may lose all or a substantial portion of their principal;
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(e) a Relevant Factor may be subject to significant fluctuations that may not correlate with changes in interest rates, currencies or
other indices;

® if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or contains some other leverage factor,
the effect of changes in the Relevant Factor on principal or interest payable likely will be magnified; and

(g) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the average level is consistent with
their expectations. In general, the earlier the change in the Relevant Factor, the greater the effect on yield.

The historical experience of an index or other Relevant Factor should not be viewed as an indication of the future performance of such
Relevant Factor during the term of any Notes. Accordingly, each potential investor should consult its own financial and legal advisers
about the risk entailed by an investment in any Notes linked to a Relevant Factor and the suitability of such Notes in light of its
particular circumstances.

Notes which are issued with variable interest rates or which are structured to include a multiplier or other leverage factor are likely to
have more volatile market values than more standard securities.

Notes with variable interest rates can be volatile investments. If they are structured to include multipliers or other leverage factors, or
caps or floors, or any combination of those features or other similar related features, their market values may be even more volatile than
those for securities that do not include those features.

Inverse Floating Rate Notes will have more volatile market values than conventional Floating Rate Notes.

Inverse Floating Rate Notes have an interest rate equal to a fixed rate minus a rate based upon a reference rate such as LIBOR. The
market values of those Notes typically are more volatile than market values of other conventional floating rate debt securities based on
the same reference rate (and with otherwise comparable terms). Inverse Floating Rate Notes are more volatile because an increase in the
reference rate not only decreases the interest rate of the Notes, but may also reflect an increase in prevailing interest rates, which further
adversely affects the market value of these Notes,

Risks related to the market generally

Set out below is a brief description of certain material market risks, including liquidity risk, exchange rate risk, interest rate risk and
credit risk:

An active secondary market in respect of the Notes may never be established or may be illiquid and this would adversely affect the
value at which an investor could sell his Notes

The Notes may have no established trading market when issued, and one may never develop. If a market does develop, it may not be
liquid. Therefore, investors may not be able to sell their Notes easily or at prices that will provide them with a yield comparable to
similar investments that have a developed secondary market. Although application has been made for the Notes to be admitted to listing
on the Official List and to trading on the regulated market, there is no assurance that such application will be accepted or that an active
trading market will develop. Illiquidity may have a severely adverse effect on the market value of Notes.
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If an investor holds Notes which are not denominated in the investor's home currency, he will be exposed to movements in exchange
rates adversely affecting the value of his holding. In addition, the imposition of exchange controls in relation to any Notes could result
in an investor not receiving payments on those Notes.

The Relevant Issuer will pay principal and interest on the Notes in the Specified Currency. This presents certain risks relating to
currency conversions if an investor’s financial activities are denominated principally in a currency or currency unit (the Investor’s
Currency) other than the Specified Currency. These include the risk that exchange rates may significantly change (including changes
due to devaluation of the Specified Currency or revaluation of the Investor’s Currency) and the risk that authorities with jurisdiction
over the Investor’s Currency may impose or modify exchange controls. An appreciation in the value of the Investor’s Currency relative
to the Specified Currency would decrease (1) the Investor’s Currency-equivalent yield on the Notes, (2) the Investor’s
Currency-equivalent value of the principal payable on the Notes and (3) the Investor’s Currency-equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls that could adversely affect an
applicable exchange rate or the ability of the Relevant Issuer to make payments in respect of the Notes. As a result, investors may
receive less interest or principal than expected, or no interest or principal.

Credit ratings assigned to the Notes may not reflect all the risks associated with an investment in those Notes

The ratings assigned to the Notes may not reflect the potential impact of all risks that may affect the value of the Notes. A credit rating
is not a recommendation to buy, sell or hold securities and may be revised, suspended or withdrawn by the rating agency at any time.
Any adverse change in an applicable credit rating could affect the trading price for the Notes.

In general, European regulated investors are restricted under the CRA Regulation from using credit ratings for regulatory purposes,
unless such ratings are issued by a credit rating agency established in the EU and registered under the CRA Regulation (and such
registration has not been withdrawn or suspended, subject to transitional provisions that apply in certain circumstances). Such general
restriction will also apply in the case of credit ratings issued by non-EU credit rating agencies, unless the relevant credit ratings are
endorsed by an EU-registered credit rating agency or the relevant non-EU rating agency is certified in accordance with the CRA
Regulation (and such endorsement action or certification, as the case may be, has not been withdrawn or suspended, subject to
transitional provisions that apply in certain circumstances). The list of registered and certified rating agencies published by the
European Securities and Markets Authority (ESMA) on its website in accordance with the CRA Regulation is not conclusive evidence
of the status of the relevant rating agency included in such list, as there may be delays between certain supervisory measures being
taken against a relevant rating agency and the publication of the updated ESMA list. Certain information with respect to the credit rating
agencies and ratings is set out on the cover of this Prospectus.

As the Global Notes (or Global Certificates, as applicable) are held by or on behalf of Euroclear and Clearstream, Luxembourg,
investors will have to rely on their procedures for transfer, payment and communication with the Relevant Issuer

The Notes will be represented by the Global Notes (or Global Certificates, as applicable) and, except in certain limited circumstances
described in the permanent Global Note, investors will not be entitled to receive definitive Notes. The Global Notes (or Global
Certificates, as applicable) will be delivered to a common safekeeper for Euroclear and Clearstream, Luxembourg. Euroclear and
Clearstream, Luxembourg will maintain records of the beneficial interests in the Global Notes (or Global Certificates, as applicable).
While the Notes are represented by the Global Notes (or Global Certificates, as applicable), investors will be able to trade their
beneficial interests only through Euroclear and Clearstream, Luxembourg. '
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The Relevant Issuer will discharge its payment obligations under the Notes by making payments to the common safekeeper for
Euroclear and Clearstream, Luxembourg for distribution to their account holders. A holder of a beneficial interest in a Global Note (or
Global Certificate, as applicable) must rely on the procedures of Euroclear and Clearstream, Luxembourg to receive payments under the
Notes. The Relevant Issuer has no responsibility or liability for the records relating to, or payments made in respect of, beneficial
interests in the Global Notes (or Global Certificates, as applicable).

Holders of beneficial interests in the Global Notes (or Global Certificates, as applicable) will not have a direct right to vote in respect of
the Notes. Instead, such holders will be permitted to act only to the extent that they are enabled by Euroclear and Clearstream,
Luxembourg to appoint appropriate proxies.
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SUPPLEMENTARY PROSPECTUSES

Following the publication of this Prospectus, a supplementary prospectus may be prepared by the Issuers and approved by the UK
Listing Authority, which will comprise a supplementary prospectus in accordance with section 87G of the FSMA. Statements contained
in any such supplementary prospectus (or contained in any document incorporated by reference therein) shall, to the extent applicable
(whether expressly, by implication or otherwise), be deemed to modify or supersede statements contained in this Prospectus. Any
statement so modified or superseded shall not, except as so modified or superseded, constitute a part of this Prospectus.

The Issuers will, in the event of any significant new factor, material mistake or inaccuracy relating to information included in this
Prospectus which is capable of affecting the assessment of any Notes, prepare a supplementary prospectus or publish a new Prospectus
for use in connection with any subsequent issue of Notes.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which have previously been published or are published simultaneously with this Prospectus and have been
filed with the FCA shall be incorporated in, and form part of, this Prospectus:

(a)

(®)

(©)

(d)

()

®

(2

The directors’ report, the independent auditors report and financial statements set out at pages 23 to 64 of the annual report and
financial statements of WPDE for the year ended 31 March 2016 (the WPDE 2016 Annual Report). For the avoidance of
doubt, the statement contained on the cover page of the WPDE 2016 Annual Report may be disregarded as irrelevant for the
purposes of investors and the WPDE 2016 Annual Report may be read in isolation with regard to the financial position of
WPDE;

The directors’ report, the independent auditors’ report and financial statements set out at pages 26 to 60 of the annual report and
financial statements of WPDE for the year ended 31 March 2017 (the WPDE 2017 Annual Report). For the avoidance of
doubt, the statement contained on the cover page of the WPDE 2017 Annual Report may be disregarded as irrelevant for the
purposes of investors and the WPDE 2017 Annual Report may be read in isolation with regard to the financial position of
WPDE;

The directors’ report, the independent auditors report and financial statements set out at pages 24 to 67 of the annual report and
financial statements of WPDW for the year ended 31 March 2016 (the WPDW 2016 Annual Report). For the avoidance of
doubt, the statement contained on the cover page of the WPDW 2016 Annual Report may be disregarded as irrelevant for the
purposes of investors and the WPDW 2016 Annual Report may be read in isolation with regard to the financial position of
WPDW;

The directors’ report, the independent auditors’ report and financial statements set out at pages 24 to 58 of the annual report and
financial statements of WPDW for the year ended 31 March 2017 (the WPDW 2017 Annual Report). For the avoidance of
doubt, the statement contained on the cover page of the WPDW 2017 Annual Report may be disregarded as irrelevant for the
purposes of investors and the WPDW 2017 Annual Report may be read in isolation with regard to the financial position of
WPDW;

The directors’ report, the independent auditors report and financial statements set out at pages 23 to 65 of the annual report and
financial statements of WPD South West for the year ended 31 March 2016 (the WPD South West 2016 Annual Report). For
the avoidance of doubt, the statement contained on the cover page of the WPD South West 2016 Annual Report may be
disregarded as irrelevant for the purposes of investors and the WPD South West 2016 Annual Report may be read in isolation
with regard to the financial position of WPD South West;

The directors’ report, the independent auditors’ report and financial statements set out at pages 24 to 59 of the annual report and
financial statements of WPD South West for the year ended 31 March 2017 (the WPD South West 2017 Annual Report). For
the avoidance of doubt, the statement contained on the cover page of the WPD South West 2017 Annual Report may be
disregarded as irrelevant for the purposes of investors and the WPD South West 2017 Annual Report may be read in isolation
with regard to the financial position of WPD South West;

The directors’ report, the independent auditors report and financial statements set out at pages 23 to 69 of the annual report and
financial statements of WPD South Wales for the year ended 31 March 2016 (the WPD South Wales 2016 Annual Report). For
the avoidance of doubt, the statement contained on the cover page of the WPD South Wales 2016 Annual Report may be
disregarded as irrelevant for the purposes of investors and the WPD South Wales 2016 Annual Report may be read in isolation
with regard to the financial position of WPD South Wales;
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(h) The directors’ report, the independent auditors’ report and financial statements set out at pages 24 to 63 of the annual report and
financial statements of WPD South Wales for the year ended 31 March 2017 (the WPD South Wales 2017 Annual Report). For
the avoidance of doubt, the statement contained on the cover page of the WPD South Wales 2017 Annual Report may be
disregarded as irrelevant for the purposes of investors and the WPD South Wales 2017 Annual Report may be read in isolation
with regard to the financial position of WPD South Wales;

@) The Terms and Conditions set out on pages 39 to 73 of the prospectus dated 27 April 2011 and issued by WPDE and WPDW;

G4) The Terms and Conditions set out on pages 52 to 86 of the prospectus dated 10 September 2013 and issued by WPDE, WPDW,
WPD Southwest and WPD South Wales;

k) The Terms and Conditions set out on pages 49 to 83 of the prospectus dated 14 April 2015 and issued by WPDE, WPDW, WPD
Southwest and WPD South Wales; and

) The Terms and Conditions set out on pages 52 to 87 of the prospectus dated 9 September 2016 and issued by WPDE, WPDW,
WPD Southwest and WPD South Wales.

If the documents which are incorporated by reference themselves incorporate any information or other documents therein, either
expressly or implicitly, such information or other documents will not form part of this Prospectus for the purposes of the Prospectus
Directive except where such information or other documents are specifically incorporated by reference.

Copies of the documents incorporated by reference in this Prospectus may be viewed electronically and free of charge at
www.westernpower.co.uk and will be available for viewing on the website of the Regulatory News Service operated by the London
Stock Exchange at http://www.londonstockexchange.com/exchange/news/market-news/market-news-home.html.

Any non-incorporated parts of a document referred to herein are either deemed not relevant for an investor or are otherwise covered
elsewhere in this Prospectus.
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PRESENTATION OF FINANCIAL INFORMATION

‘The financial information relating to the Issuers, as incorporated by reference into this Prospectus in respect of the financial year ended
31 March 2016 and the financial year ended 31 March 2017, has been prepared in accordance with accounting principles generally
accepted in the United Kingdom and the International Financial Reporting Standards (IFRS) adopted by the EU.
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341

FORM OF THE NOTES
Issue of Notes

If the Global Notes or the Global Certificates are stated in the applicable Final Terms to be issued in NGN form or to be held
under the NSS respectively (as the case may be), the Global Notes or the Global Certificates will be delivered on or prior to the
original issue date of the Tranche to a Common Safekeeper. Depositing the Global Notes or the Global Certificates with the
Common Safekeeper does not necessarily mean that the Notes will be recognised as eligible collateral for Eurosystem monetary
policy and intra-day credit operations by the Eurosystem either upon issue, or at any or all times during their life. Such
recognition will depend upon satisfaction of the Eurosystem eligibility criteria.

Global Notes which are issued in CGN form and Global Certificates which are not held under the NSS may be delivered on or
prior to the original issue date of the Tranche to a Common Depositary.

If the Global Note is a CGN, upon the initial deposit of a Global Note with a Common Depository or if the Global Certificate is
not held under the NSS, registration of Registered Notes in the name of any nominee for Euroclear and Clearstream,
Luxembourg and delivery of the relative Global Certificate to the Common Depositary, Euroclear or Clearstream, Luxembourg
will credit each subscriber with a nominal amount of Notes equal to the nominal amount thereof for which it has subscribed and
paid. If the Global Note is a NGN, the nominal amount of the Notes shall be the aggregate amount from time to time entered in
the records of Euroclear or Clearstream, Luxembourg. The records of such clearing system shall be conclusive evidence of the
nominal amount of Notes represented by the Global Note and a statement issued by such clearing system at any time shall be
conclusive evidence of the records of the relevant clearing system at that time.

Notes that are initially deposited with the Common Depositary may also be credited to the accounts of subscribers with (if
indicated in the relevant Final Terms) other clearing systems through direct or indirect accounts with Euroclear and Clearstream,
Luxembourg held by such other clearing systems. Conversely, Notes that are initially deposited with any other clearing system
may similarly be credited to the accounts of subscribers with Euroclear, Clearstream, Luxembourg or other clearing systems.

Relationship of accountholders with Clearing Systems

Each of the persons shown in the records of Euroclear, Clearstream, Luxembourg or any other permitted clearing system
(Alternative Clearing System) as the holder of a Note represented by a Global Note or a Global Certificate must look solely to
Euroclear, Clearstream, Luxembourg or any such Alternative Clearing System (as the case may be) for his share of each
payment made by the Relevant Issuer to the bearer of such Global Note or the holder of the underlying Registered Notes, as the
case may be, and in relation to all other rights arising under the Global Notes or Global Certificates, subject to and in
accordance with the respective rules and procedures of Euroclear, Clearstream, Luxembourg, or such Alternative Clearing
System (as the case may be). Such persons shall have no claim directly against the Relevant Issuer in respect of payments due
on the Notes for so long as the Notes are represented by such Global Note or Global Certificate and such obligations of the
Issuer will be discharged by payment to the bearer of such Global Note or the holder of the underlying Registered Notes, as the
case may be, in respect of each amount so paid.

Exchange

Temporary Global Notes
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3.2

3.3

3.4

Whilst any Note is represented by a temporary Global Note, payments of principal, interest (if any) and any other amount
payable in respect of the Notes due prior to the Exchange Date (as defined below) will be made (against presentation of the
temporary Global Note if the temporary Global Note is not intended to be issued in NGN form) only to the extent that
certification (in a form to be provided) to the effect that the beneficial owners of interests in such Note are not U.S. persons or
persons who have purchased for resale to any U.S. person, as required by U.S. Treasury regulations, has been received by
Euroclear and/or Clearstream, Luxembourg and Euroclear and/or Clearstream, Luxembourg, as applicable, has given a like
certification (based on the certifications it has received) to the Agent (Certification).

In respect of each Tranche initially represented by a temporary Global Note, on and after the date (the Exchange Date) which is
40 days after such temporary Global Note is issued, interests in such temporary Global Note will be exchangeable (free of
charge) upon a request as described therein for either (i) interests in a permanent Global Note of the same Series or (ii) definitive
Notes of the same Series with, where applicable, interest coupons and talons attached (as indicated in the applicable Final Terms
and subject, in the case of definitive Notes, to such notice period as is specified in the applicable Final Terms), in each case
against certification of beneficial ownership as described above unless such certification has already been given, provided that
purchasers in the United States and certain U.S. persons will not be able to receive definitive Notes. The holder of a temporary
Global Note will not be entitled to collect any payment of interest, principal or other amount due on or after the Exchange Date
unless, upon due certification, exchange of the temporary Global Note for an interest in a permanent Global Note or for
definitive Notes is improperly withheld or refused.

Permanent Global Notes

Each permanent Global Note will be exchangeable, free of charge to the holder, on or after its Exchange Date in whole but not
in part for Definitive Notes if the permanent Global Note is held on behalf of Euroclear or Clearstream, Luxembourg or an
alternative clearing system and any such clearing system is closed for business for a continuous period of 14 days (other than
by reason of holidays, statutory or otherwise) or announces an intention permanently to cease business or in fact does so.

Exchange for Definitive Notes

In the event that a Global Note is exchanged for Definitive Notes, such Definitive Notes shall be issued in Specified
Denomination(s) only. A Noteholder who holds a principal amount of less than the minimum Specified Denomination will not
receive a Definitive Note in respect of such holding and would need to purchase a principal amount of Notes such that it holds
an amount equal to one or more Specified Denominations. If temporary Global Notes are exchangeable for Definitive Notes
upon notice, then such Definitive Notes may only be issued to be held in clearing systems if in denominations equal to
€100,000 (or equal to £100,000/$200,000, as applicable) and integral multiples thereof.

Global Certificates

If the Final Terms state that the Notes are to be represented by a Global Certificate on issue, the following will apply in respect
of transfers of Notes held in Euroclear or Clearstream, Luxembourg. These provisions will not prevent the trading of interests in
the Notes within a clearing system whilst they are held on behalf of such clearing system, but will limit the circumstances in
which the Notes may be withdrawn from the relevant clearing system.

Transfers of the holding of Notes represented by any Global Certificate pursuant to Condition 2(b) (Transfer of Registered
Notes) may only be made in part:
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3.5

4.1
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6] if the relevant clearing system is closed for business for a continuous period of 14 days (other than by reason of
holidays, statutory or otherwise) or announces an intention permanently to cease business or does in fact do so; or

(ii) if principal in respect of any Notes is not paid when due; or
(iii) with the consent of the Relevant Issuer,

provided that, in the case of the first transfer of part of a holding pursuant to paragraph 3.4(i) or 3.4(ii) above, the registered
holder has given the Registrar not less than 30 days’ notice at its specified office of the registered holder’s intention to effect
such transfer.

Delivery of Notes

If the Global Note is a CGN, on or after any due date for exchange, the holder of a Global Note may surrender such Global
Note or, in the case of a partial exchange, present it for endorsement to or to the order of the Issuing and Paying Agent, In
exchange for any Global Note, or the part thereof to be exchanged, the Relevant Issuer will (i) in the case of a temporary Global
Note exchangeable for a permanent Global Note, deliver, or procure the delivery of, a permanent Global Note in an aggregate
nominal amount equal to that of the whole or that part of a temporary Global Note that is being exchanged or, in the case of a
subsequent exchange, endorse, or procure the endorsement of, a permanent Global Note to reflect such exchange or (ii) in the
case of a Global Note exchangeable for Definitive Notes, deliver, or procure the delivery of, an equal aggregate nominal
amount of duly executed and authenticated Definitive Notes or if the Global Note is a NGN, the Relevant Issuer will procure
that details of such exchange be entered pro rata in the records of the relevant clearing system. In this Prospectus, Definitive
Notes means, in relation to any Global Note, the definitive Bearer Notes for which such Global Note may be exchanged (if
appropriate, having attached to them all Coupons in respect of interest that have not already been paid on the Global Note and a
Talon). Definitive Notes will be security printed in accordance with any applicable legal and stock exchange requirements in or
substantially in the form set out in the Schedules to the Trust Deed. On exchange in full of each permanent Global Note, the
Relevant Issuer will, if the holder so requests, procure that it is cancelled and returned to the holder together with the relevant
Definitive Notes.

Amendment to Conditions

The temporary Global Notes, permanent Global Notes and Global Certificates contain provisions that apply to the Notes that
they represent, some of which modify the effect of the terms and conditions of the Notes set out in this Prospectus. The
following is a summary of certain of those provisions:

Payment

No payment falling due after the Exchange Date will be made on any Global Note unless exchange for an interest in a
permanent Global Note or for Definitive Notes is improperly withheld or refused by or on behalf of the Issuer. Payments on any
temporary Global Note issued in compliance with the D Rules before the Exchange Date will only be made in relation to such
nominal amount of the temporary Global Note with respect to which there has been Certification dated no earlier than such due
date for payment.

All payments in respect of Notes represented by a Global Note in CGN form will be made against presentation for endorsement
and, if no further payment falls to be made in respect of the Notes, surrender of that Global Note to or to the order of the Issuing
and Paying Agent or such other Paying Agent provided for in the Conditions. If the Global Note is in CGN form, a record of
each payment so made
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4.2

4.3

4.4

4.5

4.6

will be endorsed on each Global Note, which endorsement will be prima facie evidence that such payment has been made in
respect of the Notes. Condition 9(e)(vii) (Appointment of Agents) and Condition 10(e) (Payment by another Paying Agent) will
apply to the Definitive Notes only.

If the Global Note is in NGN form, the Issuer shall procure that details of each such payment shall be entered pro rata in the
records of the relevant clearing system and, in the case of payments of principal, the nominal amount of the Notes recorded in
the records of the relevant clearing system and represented by the Global Note or the Global Certificate will be reduced
accordingly. Payments under a Global Note in NGN form will be made to its holder. Each payment so made will discharge the
Issuer’s obligations in respect thereof. For the purpose of any payments made in respect of a Global Note, “in the relevant place
of presentation” shall be disregarded in the definition of “business day” set out in Condition 9(h) (Non-Business Days).

All payments in respect of Notes represented by a Global Certificate will be made against presentation for endorsement and, if
no further payment falls to be made in respect of the Notes, surrender of that Global Certificate. Such payments will be made to,
or to the order of, the person whose name is entered on the Register at the close of business on the Clearing System Business
Day immediately prior to the date for payment, where Clearing System Business Day means Monday to Friday inclusive except
25 December and 1 January.

Prescription

Claims against the Issuer in respect of Notes that are represented by a permanent Global Note will become void unless it is
presented for payment within a period of 10 years (in the case of principal) and five years (in the case of interest) from the
appropriate Relevant Date.

Meetings

The holder of a Global Note or of the Notes represented by a Global Certificate or single Certificate shall (so long as at least the
required proportion of the aggregate principal amount of the outstanding Notes is represented by such holder) be treated as
being two voters for the purposes of forming a quorum. The holder of a Global Note or of the Notes represented by a Global
Certificate shall be treated as being entitled to one vote in respect of each integral currency unit of the Specified Currency of the
Notes.

Cancellation

On cancellation of any Note represented by a permanent Global Note (other than upon its redemption), the Issuer shall procure
that details of such cancellation shall be entered pro rata in the records of the relevant clearing systems and, upon any such
entry being made, the nominal amount of the Notes recorded in the records of the relevant clearing systems and represented by
this permanent Global Note shall be reduced by the aggregate nominal amount of the Notes so cancelled.

Purchase

Notes represented by a permanent Global Note may only be purchased by the Issuer if they are purchased together with the
right to receive all future payments of interest thereon.

Issuer’s Option

Any option of the Issuer provided for in the Conditions of any Notes shall, while such Notes are represented by a permanent
Global Note or a Global Certificate, be exercised by the Issuer giving notice to the Issuing and Paying Agent, the Noteholders
and the relevant clearing systems (or procuring that
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4.7

4.8

4.9

such notice is given on its behalf) within the time limits set out in and containing the information required by the Conditions,
except that the notice shall not be required to contain the serial numbers of Notes drawn in the case of a partial exercise of an
option and accordingly no drawing of Notes shall be required. In the case of a partial exercise of an option, the rights of
accountholders with a clearing system in respect of the Notes will be governed by the standard procedures of Euroclear and/or
Clearstream, Luxembourg and shall be reflected in the records of Euroclear and/or Clearstream, Luxembourg as either a pool
factor or a reduction in nominal amount, at their discretion. Following the exercise of any such option, the Issuer shall procure
that the nominal amount of the Notes recorded in the records of the relevant clearing systems and represented by the permanent
Global Note or Global Certificate shall be reduced accordingly.

Noteholder’s Option

Any option of the Noteholders provided for in the Conditions of any Notes may, while such Notes are represented by a
permanent Global Note or a Global Certificate, be exercised by the holder of such permanent Global Note or Global Certificate
by giving notice to the Issuing and Paying Agent within the time limits relating to the deposit of Notes with a Paying Agent set
out in the Conditions substantially in the form of the notice available from any Paying Agent, except that the notice shall not be
required to contain the certificate numbers of the Notes in respect of which the option has been exercised. Following the
exercise of any such option, the Issuer shall procure that the nominal amount of the Notes recorded in the records of the
relevant clearing systems and represented by the permanent Global Note or Global Certificate shall be reduced by the aggregate
nominal amount stated in the relevant exercise notice.

Trustee’s Powers

So long as any Note is held by or on behalf of Euroclear or Clearstream, Luxembourg, in considering the interests of
Noteholders the Note Trustee may consider the interests (either individual or by category) of its accountholders or participants
with entitlements to any such Note as if such accountholders or participants were the holder(s) thereof.

Notices

Notices required to be given in respect of the Notes represented by a Global Note (or Global Certificate, as applicable) may be
given by their being delivered (so long as such Global Note or Global Certificate is held on behalf of Euroclear and/or
Clearstream, Luxembourg and/or an alternative clearing system) to Euroclear, Clearstream, Luxembourg and/or such alternative
clearing system, as the case may be, or otherwise to the holder of the Global Note (or Global Certificate, as applicable), rather
than by publication as required by the Conditions.
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FORM OF FINAL TERMS

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS - The Notes are not intended[, from 1 January 2018,] to be offered, sold or otherwise made
available to and[, with effect from such date,] should not be offered, sold or otherwise made available to any retail investor in the European Economic Area
("EEA"). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive
2014/65/EU ("MIFID II"); or (ii) a customer within the meaning of Directive 2002/92/EC ("Insurance Mediation Directive"), where that customer would not
qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II. Consequently no key information document required by Regulation (EU)
No 1286/2014 (the "PRIIPs Regulation") for offering or selling the Notes or otherwise making them available to retail investors in the EEA has been
prepared and therefore offering or selling the Notes or otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPs
Regulation.]

[Date]

[Western Power Distribution (East Midlands) plc]/[Western Power Distribution (South Wales) plc])/ [Western Power Distribution
(South West) plc]/ [Western Power Distribution (West Midlands) plc]

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]

under the £3,000,000,000
Euro Medium Term Note Programme

Part A
Contractual Terms

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in the Prospectus dated [®]
September 2017 [and the supplement[s] dated [®][ and [®]], which [together] constitute[s] a base prospectus (the Prospectus)] for the
purposes of the Prospectus Directive (Directive 2003/71/EC), as amended (the Prospectus Directive). This document constitutes the
Final Terms of the Notes described herein for the purposes of Article 5.4 of the Prospectus Directive and must be read in conjunction
with such Prospectus [as so supplemented]. Full information on the Issuer and the offer of the Notes is only available on the basis of the
combination of these Final Terms and the Prospectus [as so supplemented]. The Prospectus [and the supplemental Prospectus] [is] [are]
available for viewing [at www.westernpower.co.uk] [and] during normal business hours at Avonbank, Feeder Road, Bristol BS2 0TB
[and copies may be obtained from Avonbank, Feeder Road, Bristol BS2 0TB]. The Prospectus and (in the case of Notes listed and
admitted to trading on the regulated market of the London Stock Exchange) the applicable Final Terms will also be published on the
website of the London Stock Exchange: www.londonstockexchange.com/exchange/news/market-news/market-news-home.html.]

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the Conditions) set forth in the prospectus
dated [®], which is incorporated by reference into the Prospectus dated [®] September 2017. This document constitutes the Final Terms
of the Notes described herein for the purposes of Article 5.4 of the Prospectus Directive (Directive 2003/71/BC), as amended (the
Prospectus Directive) and must be read in conjunction with the Prospectus dated [®] September 2017 [and the supplement[s] dated [e]
[ and [®]], which [together] constitute[s] a base prospectus for the purposes of the Prospectus Directive, including the Conditions
incorporated by reference in the Prospectus. The Prospectuses [and the supplement[s]] are available for viewing [at [website of relevant
Issuer]] [and] during normal business hours at Avonbank, Feeder Road, Bristol BS2 0TB [and copies may be obtained from Avonbank,
Feeder Road, Bristol BS2 0TB. The Prospectus and (in the case of Notes listed and admitted to trading on the regulated market of the
London Stock Exchange) the applicable

31
Source: PPL CORP, 10-Q, November 01, 2017 Powered by Momingstar® Document Raseareh™
The inforniation contalned hereln may not be vopled, adapted or distributed and & not to ke f pieta or timely. The aser assuines aif risks for any damages or losses atising from any use of this Infarmation,
except (0 the extent such damages o7 fusses cannot be limited or by licable lny. Past I; isnoyg of future results.




Final Terms will also be published on the website of the London Stock Exchange:

www.londonstockexchange.com/exchange/news/market-news/market-news-home.html.]

1 Issuer: [Western Power Distribution (East Midlands) ple/ Western Power Distribution
(West Midlands) plc/Western Power Distribution (South West) plc/Western
Power Distribution (South Wales) plc]

2 @) Series Number: - [®]
(ii) Tranche Number: [®]
(iii) Date on which the Notes will be [The Notes will be consolidated and form a single Series with [®] on [the Issue

consolidated and form a single Series Date/exchange of the Temporary Global Note for interests in the Permanent
Global Note, as referred to in paragraph 25 below[, which is expected to occur
on or about [®]]][Not Applicable]

w

Specified Currency or Currencies: [®]

4 Aggregate Nominal Amount:

(i) Series: [®]
(ii) Tranche: [®]
5 (i)  Issue Price of Tranche: [®] per cent. of the Aggregate Nominal Amount [plus accrued interest from
[
6 i) Specified Denominations: %0]][][€/£100,000/$200,000} and integral multiples of [€/£/$1,000] in excess

thereof up to and including [€/£199,000/$399,000]. No Notes in definitive form
will be issued with a denomination of integral multiples above
[€/£199,000/$399,000].]
(ii) Calculation Amount: (Applicable to [®]
Notes in definitive form)

7 (i) Issue Date: [®]

(ii) Interest Commencement Date: [e] [Issue Date] [Not Applicable]
8 Maturity Date: [®]
9 Interest Basis: [[®] per cent. Fixed Rate]

[[LIBOR/EURIBOR] +/- [@®] per cent. Floating Rate]
[Zero Coupon]

[Index Linked Interest]

[(further particulars specified below)]

10 Redemption Basis: Subject to any purchase and cancellation or early redemption, the Notes will be
redeemed on the Maturity Date at [®] per cent. of their nominal amount
(N.B. If the Final Redemption Amount is other than 100 per cent. of the nominal
value the Notes may be derivative securities for the purposes of the Prospectus
Directive and the requirements of Annex XII to the Prospectus Directive
Regulation will apply)

11 Change of Interest Basis or Redemption/ Payment [e] [Not Applicable]

Basis:
12 Put/Call Options: [Investor Put]
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[Restructuring Put Option]
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13 [Date approval by Committee of the Board of
Directors for issuance of Notes obtained:]

Provisions Relating to Interest (if any) Payable
14 Fixed Rate Note Provisions

(i) Rate[(s)] of Interest;

(i) Interest Payment Date(s):

(iiiy Fixed Coupon Amount[(s)]: (Applicable to
Notes in definitive form)

[Issuer Call]

[(further particulars specified in paragraph[s] [20]/[21]/[22] below)]
[Not Applicable]

[®]

[Applicable/Not Applicable]

[®] per cent. per annum [payable [annually/semi-annually/ quarterly/other
(specify)] in arrear]

[®] in each year up to and including the Maturity Date/[®]
[®] per Calculation Amount

(iv) Broken Amount(s): (Applicable to Notes in definitive [[®] per Calculation Amount, payable on the Interest Payment Date falling

form)

(v) Day Count Fraction:

(vi) Determination Date(s):
15 Floating Rate Note Provisions

(i) Specified Period(s)
(ii) Specified Interest Payment Dates:

(iif) First Interest Payment Date
(iv) Business Day Convention:

(v) Additional Business Centre(s):

(vi) Manner in which the Rate of Interest and
Interest Amount is to' be determined:

(vii) Party responsible for calculating the Rate of
Interest and Interest Amount (if not the
Agent):

(viii) Screen Rate Determination:

- Reference Rate:

on [@]/Not Applicable]

[Actual/Actual (ISDA)] / [Actual/Actual]
[Actual/365 (Fixed)]

[Actual/365 (Sterling)]

[Actual/360]

[30/360]/[360/360] / [Bond Basis]
[30E/360] / [Eurobond Basis]
[Actual/Actual ICMA]

[30E/360 (ISDA)]

[®] in each year
[Applicable/Not Applicable]

(®]
[e] in each year[, subject to adjustment in accordance with the Business
Day Convention set out in paragraph (iv) below]

[e]
[Floating Rate Convention/Following Business Day Convention/Modified
Following Business Day Convention/Preceding Business Day Convention]

[®]

[Screen Rate Determination/ISDA Determination]

(®]

[Applicable/Not Applicable]

[®] month [LIBOR/EURIBOR]

- Interest Determination Date(s): [®]
- Relevant Screen Page: [®]
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- Relevant Time: [®]

(ix) ISDA Determination: [Applicable/Not Applicable]
- Floating Rate Option: [®]
- Designated Maturity: [®]
- Reset Date: [®]

- (In the case of a LIBOR or EURIBOR based option, the first day
of the Interest Period)

(x) Linear Interpolation [Not Applicable/Applicable — the Rate of interest for the
[long/short] [first/last] Interest Period shall be calculated using
Linear Interpolation (specify for each short or long interest

period))
(xi) Margin(s): [+/-] [®] per cent. per annum
(xii) Minimum Rate of Interest: [®] per cent. per annum
(xiil) Maximum Rate of Interest: [®] per cent. per annum
(xiv) Day Count Fraction: [Actual/Actual (ISDA)] / [Actual/Actual]

[Actual/365 (Fixed)]

[Actual/365 (Sterling)]
[Actual/360]

[30/360]1/[360/360] / [Bond Basis]
[30E/360] / [Eurobond Basis]
[Actual/Actual ICMA]

[30E/360 (ISDA)]

16 Zero Coupon Note Provisions [Applicable/Not Applicable]
(1) Accrual Yield: [®] per cent. per annum
(ii) Reference Price: [®]
(iii) Day Count Fraction in relation to Early Redemption [Condition 6(b) (Early Redemption:) applies]
Amounts and late payment: [Actual/Actual (ISDA)] / [Actual/Actual]

[Actual/365 (Fixed)]

[Actual/365 (Sterling)]
[Actual/360]

[30/360] / [360/360] / [Bond Basis]
[30E/360] / [Eurobond Basis]

[Actual/Actual ICMA]
[30E/360 (ISDA)]
17 Index Linked Interest Note Provisions . [Applicable/Not Applicable]
(i) Rate of Interest: [Fixed, calculated in accordance with paragraph 14 above]

[Floating, calculated in accordance with paragraph 15 above]

(ii) Minimum Indexation Factor: [Not Applicable][e]
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(i) Maximum Indexation Factor: [Not Applicable]fe]

(iv) Base Index Figure: [o]
(v) Limited Indexation Month(s): [e]/[Not Applicable]
(vi) Reference Gilt: [®] per cent. Index-Linked Treasury Stock due [®]
(vii) Index Figure applicable [3][8] months lag
18 Ratings Downgrade Rate Adjustment [Applicable/Not Applicable]

Provisions Relating to Redemption
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19 Index Linked Redemption Provisions
(i) Minimum Indexation Factor:
(i) Maximum Indexation Factor:
(iii) Base Index Figure:
(iv) Reference Gilt:
(v) Index Figure épplicable
(vi) Redeemable in part:
(1) Minimum Redemption Amount:

(2) Maximum Redemption Amount;
20 Issuer Call

(i) Optional Redemption Date(s):
(ii) Optional Redemption Amount(s)

(iii) Redeemable in part:
(1) Minimum Redemption Amount;

(2) Maximum Redemption Amount:

21 Investor Put

(i) Optional Redemption Date(s):

(ii) Notice Period:

(iii) Optional Redemption Amount(s):

22 [Restructuring Put Option

(i) Optional Redemption Amount(s):

23 Final Redemption Amount:

24 Early Redemption Amount payable on redemption for taxation
reasons or on event of default

General Provisions Applicable to the Notes

35

[Applicable/Not Applicable]

[Not Applicable][e]

[Not Applicable][e]

[o]

[®] per cent. Index-Linked Treasury Stock due [®]
[3][8] months lag

[Applicable/Not Applicable]

(®]

(] -
[Applicable/Not Applicable]

(®]
[[®] per Calculation Amount]

[Applicable/Not Applicable]
(e]

(®]

[Applicable (Condition [6(f) (Redemption at the Option of
Noteholders) applies]/Not Applicable]

([e]

[®]/[Refer to Condition 6(f) (Redemption at the Option of
Noteholders)]

[[®] per Calculation Amount ]

[Applicable [6(g) (Redemption at the Option of the Noteholders
on a Restructuring Event) applies]/Not Applicable]

[[®] per Calculation Amount]
[[®] per Calculation Amount]

(N.B. If the Final Redemption Amount is other than 100 per cent.
of the nominal value the Notes may be derivative securities for
the purposes of the Prospectus Directive and the requirements of
Annex XII to the Prospectus Directive Regulation will apply.)

[[®] per Calculation Amount]

(N.B. If the Final Redemption Amount is 100 per cent. of the
nominal value (i.e. par), the Early Redemption Amount is likely to
be par (but consider). If, however, the Final Redemption Amount
is other than 100 per cent. of the nominal value, consideration
should be given as to what the Early Redemption Amount should
be.)
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25 Form of Notes: [Bearer/Registered]
(i) ifissued in Bearer form: [Temporary Global Note exchangeable for a permanent Global Note
which is exchangeable for Definitive Notes in the limited
circumstances specified in the permanent Global Note.]

[Temporary Global Note exchangeable for Definitive Notes on [®]
days’ notice.]

[Permanent Global Note exchangeable for Definitive Notes in the
limited circumstances specified in the permanent Global Note.]

(if) if issued in registered form: [Global Certificate registered in the name of a nominee for [a
common depositary for Euroclear and Clearstream, Luxembourg/a
common safekeeper for Euroclear and Clearstream, Luxembourg
(that is, held under the NSS) exchangeable for Certificates on [I]
days’ notice in the circumstances specified in the Global Certificate]

New Global Note/NSS: [Yes] [No]

26 Additional Financial Centre(s) or other special provisions [Not Applicable/[®]]
relating to payment dates:

27 Talons for future Coupons to be attached to Definitive Notes: [Yes, as the Notes have more than 27 coupon payments, Talons may
be required if, on exchange into definitive form, more than 27
' coupon payments are still to be made]/[No]

THIRD PARTY INFORMATION

[[Relevant third party information] has been extracted from [specify source]. The Issuer confirms that such information has been
accurately reproduced and that, so far as it is aware and is able to ascertain from information published by [specify source], no facts
have been omitted which would render the reproduced information inaccurate or misleading].

Signed on behalf of

[Western Power Distribution (East Midlands) pic]
[Western Power Distribution (West Midlands) plc]
[Western Power Distribution (South West) plc]
[Western Power Distribution (South Wales) plc]
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Part B
Other Information

1 Listing and Admission to Trading

(1) Listing and admission to trading: [Application has been made by the Issuer (or on its behalf) for the Notes to
be admitted to trading on the London Stock Exchange’s regulated market
and listing on the Official List of the UK Listing Authority with effect from
[e]]
[Application is expected to be made by the Issuer (or on its behalf) for the
Notes to be admitted to trading on the London Stock Exchange’s regulated
market and listing on the Official List of the UK Listing Authority and this is
expected to be effective from [e].]

[Not Applicable]/[®]
(i) Estimate of total expenses related to [®]
admission to trading:
2 Ratings
Ratings: The Notes to be issued [have been] [are expected to be] rated:
(@] by [@]

[The Notes to be issued have not been rated.]
3 Interests of Natural and Legal Persons Involved in the Issue
[Save for any fees payable to the [Managers/Dealers], so far as the Issuer is aware, no person involved in the issue of the

Notes has an interest material to the offer.]/[®]

4 Reasons for the Offer, Estimated Net Proceeds and Total Expenses

(i) [Reasons for the offer [®]

(i) Estimated net proceeds: (®]

(iif} Estimated total expenses: [®]
5 [Yield (Fixed Rate Notes only)]

Indication of yield: [®]

6 Operational Information
(i) ISIN Code: [®]
(ii) Common Code: [®]
(iii) Any clearing system(s) other than Euroclear [Not Applicable/[®]

Bank SA/NV and Clearstream Banking S.A.
and the relevant identification number(s):

(iv) Delivery: Delivery [against/free of] payment
(v) Names and addresses of additional Paying [®]
Agent(s) (if any):
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(vi) [Intended to be held in a manner which would allow
Eurosystem eligibility:

7 Distribution
(i) Method of distribution:

(ii) If syndicated, names and addresses of Managers):

(iii) Date of Dealer Agreement:

(iv) Stabilisation Manager(s) (if any):

[Yes. Note that the designation "yes" simply means that the
Notes are intended upon issue to be deposited with one of the
international central securities depositories (ICSD) as common
safekeeper [, and registered in the name of a nominee of one of
the ICSDs acting as common safekeeper, that is, held under the
NSS,] and does not necessarily mean that the Notes will be
recognised as eligible collateral for Eurosystem monetary policy
and intra day credit operations by the Eurosystem either upon
issue or at any or all times during their life. Such recognition will
depend upon the European Central Bank (the ECB) being
satisfied that Eurosystem eligibility criteria have been met.]J/[No.
Whilst the designation is specified as "no" at the date of these
Final Terms, should the Eurosystem eligibility criteria be
amended in the future such that the Notes are capable of meeting
them the Notes may then be deposited with one of the ICSDs as
common safekeeper [, and registered in the name of a nominee
of one of the ICSDs acting as common safekeeper, that is, held
under the NSS]. Note that this does not necessarily mean that the
Notes will then be recognised as eligible collateral for
Eurosystem monetary policy and intra day credit operations by
the Eurosystem at any time during their life. Such recognition
will depend upon the ECB being satisfied that Eurosystem
eligibility criteria have been met.]]

[Syndicated/Non-syndicated]

[Not Applicable/give names, addresses)

(Include names and addresses of entities agreeing to underwrite
the issue on a firm commitment basis and names and addresses of
the entities agreeing to place the issue without a firm commitment
or on a "best efforts” basis if such entities are not the same as the
Managers.)

L1

[Not Applicable/give name)

) If non-syndicated, name and address of relevant [Not Applicable/give name and address)

Dealer:
(vi) U.S. Selling Restrictions:

(vii) Prohibition of Sales to EEA Retail Investors:

[Reg. S Compliance Category [1/2/3]; TEFRA D/TEFRA C/TEFRA
not applicable]

[Applicable/Not Applicable]

(N.B. If the offer of the Notes is concluded prior to 1 January 2018,
or on and after that date the Notes clearly do not constitute
“packaged” products, “Not Applicable” should be specified. If the
offer of the Notes will be concluded on or after 1 January 2018
and the Notes may constitute “packaged” products and no KID
will be prepared, “Applicable” should be specified.)

38

Source: PPL CORP, 10-0, Novernber 01, 2017

Powsrad by Momingstar® Document Resoarch™

The Information contained hereln may not be copled, adapled or distril d and Is aot ’ o fea

plete o timely, The l;sfe); assiines alf risks for any damages or losses arising from any use of this Information,
U1

except 10 the extent snch damages oy losses cannot be limited or fod by aw. Past fi Ip

ist1o g ure resufls.



FORM OF PRICING SUPPLEMENT

Set out below is the form of Pricing Supplement which will be completed for each Tranche of Exempt Notes.

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS - The Notes are not intended, from[ 1 January 2018,] to be offered, sold or otherwise made
available to and[, with effect from such date,] should not be offered, sold or otherwise made available to any retail investor in the European Economic Area
("EEA"). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive
2014/65/EU ("MiFID II"); or (ii) a customer within the meaning of Directive 2002/92/EC ("Insurance Mediation Directive"), where that customer would not
qualify as a professional client as defined in point (10) of Article 4(1) of MiFID IL Consequently no key information document required by Regulation (EU)
No 1286/2014 (the "PRIIPs Regulation") for offering or selling the Notes or otherwise making them available to retail investors in the EEA has been
prepared and therefore offering or selling the Notes or otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPs
Regulation.]

NO PROSPECTUS IS REQUIRED IN ACCORDANCE WITH DIRECTIVE 2003/71/EC FOR THE ISSUE OF NOTES
DESCRIBED BELOW,

[Date]

[Western Power Distribution (East Midlands) plc]/[Western Power Distribution (South Wales) plc]/ [Western Power Distribution
(South West) plc]/ [Western Power Distribution (West Midlands) plc]
(the “Issuer”)

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes)

under the £3,000,000,000
Euro Medium Term Note Programme

Part A
Contractual Terms

This document constitutes the Pricing Supplement for the Notes described herein. This document must be read in conjunction with the
Prospectus dated [®] [as supplemented by the supplement[s] dated [date[s]]] (the Prospectus). Full information on the Issuer and the
offer of the Notes is only available on the basis of the combination of this Pricing Supplement and the Prospectus. Copies of the
Prospectus may be obtained from [address].

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the Conditions) set forth in the Prospectus
[dated [original date] which are incorporated by reference in the Prospectus].

The Notes offered pursuant to this Pricing Supplement are offered pursuant to an exemption to Prospectus Directive (Directive
2003/71/BC), as amended. The UK Listing Authority has neither approved nor reviewed information contained in the Prospectus or this
" Pricing Supplement relating to the Notes offered.

1 Issuer: [Western Power Distribution (East Midlands) ple/ Western Power Distribution
(West Midlands) plc/Western Power Distribution (South West) plc/Western
Power Distribution (South Wales) pic]

2 (i) Series Number: [®]
(ii) Tranche Number: [®]
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(iii) Date on which the Notes will be
consolidated and form a single Series

3 Specified Currency or Currencies:
4 Aggregate Nominal Amount:
(@) Series:
(i) Tranche:
5 () Issue Price of Tranche:

6 @) Specified Denominations:

(ii) Calculation Amount: (Applicable to Notes
in definitive form)

7 @) Issue Date:

(ii) Interest Commencement Date:

8 Maturity Date:

9 Interest Basis:

10 Redemption Basis:

11 Change of Interest Basis or Redemption/ Payment
Basis:

12 Put/Call Options:

13 Status of the Notes:

14 [Date approval by Committee of the Board of
Directors for issuance of Notes obtained:)

Provisions Relating to Interest (if any) Payable

15 Fixed Rate Note Provisions

Source: PPLCORP, 16-G, Novempor 01, 2017

[The Notes will be consolidated and form a single Series with [®] on [the
Issue Date/exchange of the Temporary Global Note for interests in the
Permanent Global Note, as referred to in paragraph 26 below[, which is
expected to occur on or about [®]]][Not Applicable]

[e]

[e]
[e]

[®] per cent. of the Aggregate Nominal Amount [plus accrued interest from
[e]]

[#][[€/£100,000/$200,000] and integral multiples of [€/£/$1,000] in excess
thereof up to and including [€/£199,000/$399,000]. No Notes in definitive
form will be issued with a denomination of integral multiples above
[€/£199,000/$399,000].]

[e]

[e]

[e] [Issue Date] [Not Applicable]

(o]

[[®] per cent. Fixed Rate]

[[LIBOR/EURIBOR/[®]] +/- [®] per cent. Floating Rate]
[Zero Coupon]

[Index Linked Interest] >
[(further particulars specified below)]

[Redemption at par]

[Index Linked Redemption]
(o]

[] [Not Applicable]

[Investor Put]

[Restructuring Put Option]

[Issuer Call]

[(further particulars specified below)]

Senior

(e]

[Applicable/Not Applicable]
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(i) Rate[(s)] of Interest: [®] per cent. per annum [payable [annually/semi-annually/ quarterly/other
(specify)] in arrear]

(ii) Interest Payment Date(s): [®] in each year up to and including the Maturity Date/[®]
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(iii) Fixed Coupon Amount[(s)]: (Applicable to Notes in
definitive form)

(iv) Broken Amount(s): (Applicable to Notes in definitive
form)

(v) Day Count Fraction:

(;/i) Determination Date(s):
16 Floating Rate Note Provisions
(i) Specified Period(s)

(i) Specified Interest Payment Dates:

(iii) First Interest Payment Date
(iv) Business Day Convention:

(v) Additional Business Centre(s):

(vi) Manner in which the Rate of Interest and Interest
Amount is to be determined:

(vii) Party responsible for calculating the Rate of Interest and

Interest Amount (if not the Agent):
(viii) Screen Rate Determination:

- Reference Rate:
- Interest Determination Datq(s):
-Relevant Screen Page:
-Relevant Time:

(ix) ISDA Determination:
- Floating Rate Option:
- Degignated Maturity:

-Reset Date:

(x) Linear Interpolation

Source: PPL CORP, 10-Q, Noverber 01, 2017

[@] per Calculation Amount

[[®] per Calculation Amount, payable on the Interest Payment
Date falling on [®]/Not Applicable]

[Actual/Actual (ISDA)] / [Actual/Actual]
[Actual/365 (Fixed)]

[Actual/365 (Sterling)]

[Actual/360]

[30/360]/[360/360] / [Bond Basis]
[30E/360] / [Eurobond Basis]
[Actual/Actual ICMA]

[30E/360 (ISDA)]

[®] in each year
[Applicable/Not Applicable]
[e]

[e] in each year], subject to adjustment in accordance with the
Business Day Convention set out in paragraph (iv) below]

(o]
[Floating Rate  Convention/Following  Business Day
Convention/Modified Following Business Day

Convention/Preceding Business Day Convention]

[e]

[Screen Rate Determination/ISDA Determination]

[e]

[Applicable/Not Applicable]
[] month [LIBOR/EURIBOR/[®]]
[e]

[e]

[o]

[Applicable/Not Applicable]

[e]

[e]

[e]

(In the case of a LIBOR or EURIBOR based option, the first day of the
Interest Period)

[Not Applicable/Applicable — the Rate of interest for the [long/short]
[first/last] Interest Period shall be calculated using Linear Interpolation
(specify for each short or long interest period))
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