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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 March 31, 2017

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

Commission File Registrant; State of Incorporation; IRS Employer
Number Address and Telephone Number Identification No.
1-11459 PPL Corporation 23-2758192

(Exact name of Registrant as specified in its charter)

(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179
(610) 774-5151

1-905 PPL Electric Utilities Corporation 23-0959590
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

333-173665 LG&E and KU Energy LLC 20-0523163
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, KY 40202-1377
(502) 627-2000

1-2893 Louisville Gas and Electric Company 61-0264150
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, KY 40202-1377
(502) 627-2000

1-3464 ’ Kentucky Utilities Company 61-0247570
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000
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Indicate by' check mark whether the registrants (1) have filed all reports réquired to be filed by Section 13 or ll5(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrants were required to file such
reports), and (2) have been subject to such filing requirements for the past 90 days.

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

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

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

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, 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 Smaller
accelerated Accelerated  Non-accelerated reporting Emerging
filer filer filer company growth company
PPL Corporation [X] [ ] [ ] [ ] [ 1]
PPL Electric Utilities Corporation [ ] [ 1 [X] [ 1 [ 1]
LG&E and KU Energy LLC [ ] [ ] [X] [ ] [ ]
Louisville Gas and Electric Company [ 1] [ 1] [X] [ 1 [ 1]
Kentucky Utilities Company [ ] [ 1] [X] [ ] [ ]

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

—_ — —. —
e ed hd

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
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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, 683,174,778 shares outstanding at April 27,
2017.
PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held by PPL

Corporation at April 27, 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 April 27, 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 April 27, 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 MARCH 31, 2017
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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.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries

U - 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
w2rvices primarily to PPL Electric.

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

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

PPL WPD Limited - an indirect U.K. 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) - Western 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.
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WKE - Western Kentucky Energy Corp., a subsidiary of LKE that leased certain non-utility generating plants in western Kentucky
until July 2009.

Other terms and abbreviations

£ - British pound sterling.
2016 Form 10-K - Annual Report to the SEC on Form 10-K for the year ended December 31, 2016.

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

Act 129 - Act 129 of 2008 that became effective in October 2008. The law 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 Alternative Energy Portfolio Standard.

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 - At-the-Market 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
.nd energy requirements.

CCRY(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.

DPCRYS5 - Distribution Price Control Review 5, the UK. five-year rate review period applicable to WPD that commenced April 1,
2010.

/)RIP - PPL Amended and Restated Dividend Reinvestment and Direct Stock Purchase Plan.

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

JSM- 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 earnings 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 - Earnings 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 -greenhouse gas(es).

=L T - Gas Line Tracker. The KPSC approved mechanism for LG&E's recovery of costs associated with gas service lines, gas risers,
«ak mitigation, and gas main replacements.

IBEW - International 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.

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).

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

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

MW - megawatt, one thousand kilowatts.

NAAQS - National Ambient Air Quality Standards periodically adopted pursuant to the Clean Air Act.
NERC - North American Electric Reliability Corporation.

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

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.

" "ISR - The new source review provisions of the Clean Air Act that impose stringent emission control requirements on new and

odified sources of air emissions that result in emission increases beyond thresholds allowed by the Clean Air Act.
OCI - other comprehensive income or loss.

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

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

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

PP&E - property, plant and equipment.

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

RAY - regulatory asset value. This term, used within the U.K. regulatory environment, is also commonly known as RAB or regulatory

asset base. RAV is based on historical investment costs at time of privatization, plus subsequent allowed additions less annual

regulatory depreciation, and represents the value on which DNOs earn a return in accordance with the regulatory cost of capital. RAV

is indexed to Retail Price Index (RPI) in order to allow for the effects of inflation. Since the beginning of DPCRS in April 2010, RAV

additions have been based on a percentage of annual total expenditures, which have continued from April 2015 under RIIO-ED1.

RAYV is intended to represent expenditures that have a long-term benefit to WPD (similar to capital projects for the U.S. regulated
usinesses that are generally included in rate base).

RCRA - Resource Conservation and Recovery Act of 1976.

RECs - Renewable Energy Credits.

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-ED1 - RIIO represents "Revenues = Incentive + Innovation + Outputs.” RIIO-EDI1 refers to the initial eight-year rate review
period applicable to WPD which commenced April 1, 2015.

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

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

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

~ERC - 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.

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

Statements contained in this Form 10-Q concerning expectations, beliefs, plans, objectives, goals, strategies, future events or
performance and underlying assumptions and other statements that are other than statements of historical fact are "forward-looking
statements” within the meaning of the federal securities laws. Although the Registrants believe that the expectations and assumptions
reflected in these statements are reasonable, there can be no assurance that these expectations will prove to be correct. Forward-
looking statements are subject to many risks and uncertainties, and actual results may differ materially from the results discussed in
forward-looking statements. In addition to the specific factors discussed in each Registrant's 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;

. changes in U.S. or U.K. tax laws or
regulations;

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.;

J 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 U.K. 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 any unrecorded commitments and liabilities of the Registrants and their subsidiaries;
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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 "greenhouse" gases or the physical effects of climate change;

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

fuel supply for LG&E
and KU;

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;

our ability 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.
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Any such forward-looking statements should be considered in light of such important factors and in conjunction with other documents
of the Registrants on file with the SEC.

New factors that could cause actual results to differ materially from those described in forward-looking statements emerge from time
to time, and it is not possible for the Registrants to predict all such factors, or the extent to which any such factor or combination of
factors may cause actual results to differ from those contained in any forward-looking statement. Any forward-looking statement

speaks.only as of the date on which such statement is made, and the Registrants undertake no obligation to update the mformatlon
contained in such statement to reflect subsequent developments or information.
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PART |. FINANCIAL INFORMATION

" [TEM 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

PPL Corporation and Subsidiaries

(Unaudited)

(Millions of Dollars, except share data)

Operating Revenues
‘Operating Expenses
Operation
_ Fuel
Energy purchases
Other operation and maintenance
. Depreciation
Taxes, other than income

_Total Operating Expenses
Operating Income
Other Income (Expense) -net

_interest Expense

Income Before Income Taxes

Three Months Ended March 31,

) 2017 2016
$ 1,951 § 2,011
191 ) 197
215 233
432 ) 450
242 229
75 79
1,155 1,188
i 796 - 823
(@7 6l
i 217 224
532 660
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Income Taxes

\"JetIncome

Earmngs Per Share of Common Stock. ]

-

Basic
Diluted

i Net Income Available to PPL Common Shareowners

‘Dividends Declared Per Share of Common Stock

-W;jéﬂgé({:-Aj'_eyggq Shére; of Com_nion St(}f_lg_ Outsianding (in thous_z_mﬂs)

Basic

Diluted

129 179

$ 403 $ 481
$ 059 071
$ 059 $ oM
$ 03950 $ 0.38
630,882 675,441
683,084 _ 678817

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

'PPL Corporation and Subsidiaries

(Unandited)

(Millions of Dollars)

Three Months Ended March

31,
2017 2016

‘Net income ‘

L S % 403 3 481

Other comprehensn_'_e_income (loss): _

Amounts ansmg durmg the perlod gams (losses) net of tax (expense) beneﬁt A _ S
Forelgn currency translatlon ad_]ustments net of tax of ($1), ($2) ] i o 249 (@69
Qualifying derivatives, net of tax of $2, ($15) o - 6 80

Reclassifications from AOCI (gams) losses net of tax expense (beneﬁt) ) o
_ Qualifying derivatives, net of tax of $0, $19 . o o L N )
Defined benefit plans: o ) '

. . Netactarial (gain) loss, netof tax of (89). #9) S 32 31

Total other corngneliensi_ve income (loss) , : S o _ o 1 (431)

€C9inp}fenensive income . ‘ o 8 404 § - 50

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

N

“PL Corporation and Subsidiaries
(Unaudited)

{Millions of Dollars)

Three Months Ended March 31,

2017 2016
Cash Flows from Operating Activities i .
_ Netincome L _ S $ 403 $ 481
Adjustments to reconcile net income to net cash provided by operating activities .

. Depreciation . L o . - 242 29
Amortization i ] S o ) o i ‘ 23 18
_Defined benefit plans - expense (income) Q9 (13

o __ Deferred income taxes and investment tax credits _ o o i 161 ] ‘!62
~ . Unrealized (gains) losses on derivatives, and other hedging activities ) . o 35 O GYy

__Stock-based compensation expense o i ] 19 13
Other _ AU o - ¢ | B ©)

_Change in current assets and current liabilities o o o o

__ Accounts receivable - - o : o @3 (62

_ Accounts payable ) i o G @3

) Unbilled revenues ) . - . 52 - 18
Fuel, materials and supplies 3 o : ) 44 25

_ Prepayments . N ) ) ' . (110) (86
Taxes payable o ) ' ~ @)y 15

_ Other current liabilities o o ' o i : 60 - (66)
~_ Other o » - o 5 18
:_ _Other operating activities . : . ) L B
Dqﬁned_beneﬁt plans - funding ] 200 (_123)
Other assets . o o ‘ - ] 5 G
] Other liabilities o N 4 15
) ~__ Netcash provided by operating activities o D 135 557 -
Cash Flows from Investing Activities o . o o
. Expenditures for property, plant and equipment . ©n (656
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Mormingstar Document Research.
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Expenditures for intangible assets L o L ), )

Net (increase) decrease in restrictedﬁ@s_h»and cash equivalents e o i 2 =
'Other investing activities L L B 1 1
)_ ~ Netcash used in mvcstmg acuvmes D ) o . (677) ' (661)

Cas;h}"‘!o_yvs from_Fina_l)cil]g Activities

: Issuance of long-termdebt . . S o ) 64 224
_Retirement of long-term debt \ - @9
Issuance of common stock =~ i ) ) i 73 4
_Payment of common stock d1v1dends - L . (258) o (255)

__ Net increase (decrease) in short-term debt B o : 744 351

Other financing activities - (16) (23)

- Net cash provided by (used in) financing activities o N o 607 115
Effect of Exchange Rates on Cash and Cash Equivalents L , 3 G3)
o , . - . ' _ 68
Net In¢rease (Decrease) in Cash and Cash Equivalents o o . (22)
Cash and Cash Equivalents at Beginning of Period N } . o 341 836
;Caﬁh and Cash Equivalents at End of Period o ) ' 8 A 409 $ 814
‘S_l_lpplgl_'l_le_nt_al Disclosures of Cash Flow Information ) ) i

- Tignificant non-cash transactions:
7 Acc_rpeg_i expenditures for property, plant and equipment at March 31, $ 236 §$ ‘2_79

Accrued expenditures for intangible assets at March 31, $ 62 §$ 64
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)

\\\

March 31, December 31,
2017 2016
Assets
Current Assets _
__Cash and cash equivalents ) N _ % . 409  § 341
PO rAcco_un_ts receivable (less reserve: 2017, $53; 2(]16, $54) L
- Customer ' - ' ] ] 102 A 666
Other 7 S o 58 46
_Unbilled revenues - » _ o 421 480
_Fuel, materials and supplies ] ) ) o ) 312 356
| __I}Prepayments ] S _‘ ‘ o 173 63
_ Price risk management assets ‘ » , ‘ B o ‘ 95 ) B §3
_Other current assets o | o ‘ N 51 - 52
_ Total Current Assets : ¢ /A 2,067
Property, Plant and Equipment
" Regulatedudlity plant o 35229 34674
) ?Lveﬁs: accumulated depreciation - regulated utility plant 6,197 6,013
' Regulatedutlity plant, net A _ 29,032 28,661
./“ B ani;_egglq;ed_;?rqge}"ty, plant and equipment ) S ) - 413 ) - 413
_Less: accumulated depreciation - non-régulated property, plant and equipment 137 134
Non-regulated property, plant and equipment, net 276 279
T S0 e s st s 3 b, e s e e S o
use of this informalion, exoept 0 the extent such damages or losses cannat be limited or excluded by appilcable law. Past financial performance fs o guarantee of future results. -




1
! Construction work in progress _

1,099 - . 1,134

Property, Plant and Equipment, net o B 30,407 30,074
Other Noncurrent Assets _ i - o
[ . ‘
¢ Regulatory assets i . . . - 1,908 _ 1,918
Goodwill _ 3,050 3,060
| .
! .Other intangibles ) i 644 _ 700
Pension benefit asset 3 363 i 9
_ Price risk management assets i ) 284 ) 336
Other noncurrent assets 151 151
. Total Other Noncurrent Assets ) 6,400 6,174
Total Assets _ ) $ 39,034 $ 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)

4

March 31, December 31,
2017 2016
Liabilities and Equity
Current Liabilities ) i o A
| Short-term debt . S , B $ 1666 $ 923
" ! Long-term debt due within one year ) A 417 518
;;,Acpounts payable o - : L S 820
CTaes '_ | 80 101
Interest - R - ) ) o 299 o 2700
_Dividends o o o . S 270 259
* .. Customer deposits L o 277 276
Regulatory liabilities _ _ ' o 82 _ 101
' Othercurrent liabilities _ | o 465 560
o T(_)t_gl_ Cgrreqt Liabilities o » o L ; 4,256 3,837
Long-termDebt o S 17,958 17,808
Deferred Credits and Other Noncurrent I.".i?bi!iti‘?_s‘
‘ E_Defgrred income taxes . | ) o 4,_055 . . 3,889
' Investment tax credits ) S 132 o 132
" Accrued p_énsion obligatjons_ R o 7 ) ) o Te. 1,001
Asset retirement obligations 429 428



5 __Regulatory liabilities . e . 87 899

Other deferred crefiit§ and noncurrent liz_ibilit_ies - ] o 422 422

\ Total Deferred Credits and Other Noncurrent Liabilities -~~~ 6,711 6,771

‘Commitments and Contingent Liabilities (Notes 6 and 9)

Equity o ) ] -
_Common stock - $0.01 par value (@) o ~ o 7 - 7

. Additional paid-in capital L I L. 9,841

__Earnings reinvested A o ) N o 3962 _,3’8_2_9 o

_ -‘_Accumula_ted other comprehensive loss o o o 3,777) : (3,778)

__Total Equity o _ L 10,109 9,899

Total Liabilities and Equity $ 39,034 $ 38,315

] (a) 1,560,000 shares authorized; 682,427 and 679,731 shares issued and outstanding at March 31, 2017 and December 31, 2016.

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

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril d and is not d to be ? P 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 by li “ law. Past fi) ial performance is no guarantee of future results,




Table of Contents

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

- FPL Corporation and Subsidiaries

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

December 31, 2016 '_ 679,731 $ 7 $ 9,841 !§ : 3,829 $ (3,778) $ _9,899 )

Cqm_xp_on stock is_su?d_ ) 2,696 B - o _ ) 7

Stock-based compensation ) ) o ey ] ] @2
- let income o B ) _ _ . 403 _ ] N 403
_bividends and dividend : o _

equivalents _ _ o . o . @ N ¢4V

Other comprehensive income

(los_s) . ] 1 1

March 31, 2017 682,427 $ 7 $ 9,917 $ 3,962 $ 3,777 $ 10,109

December 31,2015 67387 $ 7 $ 9687 $ 2953 § (2,728) $ 9919

Common stock issued_ i 2,527 70 o _ ) 70

Stock-based compensation ) ) T (28) i _(28_) -

Net income o o o A 4_81 A o 481

Dividends and dividend . :

equivalents N (256) 7 ~ (256)

Other comprehensive income

(o) (431) _..@3D

'Adoptidn of stock-based

compensation guidance

cumulative effect adjustment ' 7 ' . 7
“/ \valarch 31,2016 676,384 $ 7 $ 9,729 $ 3,185 $ (3,159) $ 9,762

(a) Shares in thousands. Each share entitles the holder to one vote on any question presented at any shareowners' meetfng.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME

. PPL Electric Utilities Corporation and Subsidiaries

N . Tnaudited)

(Millions of Dollars)
Three Months Ended March
31,

o 2017 2016
Operating Revenues L o o % 573 $§ 585
Operating Expenses . - e

Operation e _ .

Energy purchases _ L o o M6 167

Other operation and maintenance L L _ 164 150
Depreciation N o o ) _ ’ - ,.,75 ' 59
__y;_l‘alvx?giotpeﬁr thap inco_me” e o 29 29
‘Total Operating Expenses . _ ' o 414 405

" _Operating Income o . L . . S 18 180
Other Income (ExPe;is_e;)—net o o T .1 3

Interest Expense - o - ‘ i} i 3 33 -
In»clo_m_ey Before Income Taxes _ o o o _ ) 127 150 :
Income Taxes 7 ) o ' _ : ) : - 48 56
‘Net Income (a) S - - o 8 79 $ 94

(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
g’jlnaudited)

(Millions of Dollars)

Three Months Ended March 31,

2017 2016
Cash !i‘lp_ws_from Opel_'_ating_ Activities i - i o
_ Net income B S S 8 7% $ %4
Adjustments to reconcile net income to net cash provided by operating activities L i )
' ‘Depreciation N o o B o 15 59
i Amo;tiz»ati_on ) ) . _ o ) _ 8 B 7 }
i Defined beneﬁf-plans -_expenee ) o o i B o 5 o2
Deferred 1 income taxes a and mvestment tax credlts 3 o i o N _4_1 o _65
i ' .
1. Other L o o . o . . - (5.
o Change in current assets »ap_d current _liat;ilitjes o S o N o o o
) , _ -Accounts receivable . C o o o o ) @27 S 43
N Accounts payable (18) 2
' Unbilled revenue ) o o o ) 2 5
Prepayments i o 7 ] ] _ ] (75) N (21)_
" Regulatory assets and habllmes ) - ) ) _ R ¢ 8 )] @D
] Ta;eggayable o i - _ — ) (8)
Other ’ : » : ) ) (14 Y
_ Other operating activities i ) )
Defined benefit plans - funding i ) - ] 24 =
) _Ot}}er assets o o 5 3
 Other liabilities . o o B o o)) 1
Net cash provided by operating activities _ i 55 124
Cash Flows from Investing Activities } _ S _ ] S
Expendxtures for property, plant and equxpment o ) - o 274) _ 1a
o Exgendltures for 1p§aiqg1ble assets B o o ‘ ' N 2 (1)
2 Net cash used in investing activities R ) (276) ' 215)
}(_I_gsh Flows from Financing Activities o
. Issuance of long-term debt - _ _ . ) - 224
:_‘ _ Retirement of long-term debt o e . f“__‘ ) V_,w_(2\24)
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Contributions from parent o 100 ]

; _I’a;/r_x;f:_n_t_qf common stpckAd—iyig-lendé_ ‘t_ojargm —___ ) _f_ o S ) (76) (45)
__Net increase (decrease) in short-term debt S - _ S o 204 o125

o .‘_ Other financing activities S B | — | 2
... Netcashprovided by (used in) financing activities o 228 8
Neil_ngrga_se (Decrease) in Cash and Cash Equivalents o S o 7 o 13)

p§§h and Cash Equivalents at Beginning of Peri_od N o o o 13 47
Ca_s_h apd_C'flsh Ijlquiva!egts at End_ _of Period o o B o o $ 20 % 34
?!ljlilal?éleméi Disclosure of Cash Flow Information o o , o
iSignificant non-cash transactions: o o o o o o . o
$ 122§ 115

Accrued expenditures for property, plant and equipment at March 31,

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

! i
_ _Inaudited)

(Millions of Dollars, shares in thousands)

March 31, December 31,
2017 2016
Assets
Current Assets B} -
. : $ 20
_Cash and cash equivalents — . _ o $ . C 13
Accounts receivable (less reserve: 2017, $27; 2016, $28) o ]
’ ) . 304 -
_.._Customer - e . e S o2
16
Other . o o . ) L2
) . 102 )
__Unbilled revenues - B o o ] 114
. 31
_Materials and supplies S L ] o , .32
) o ' : - 84 -
7y _Prepayments o L o _ ] L 9
13
) ngqlatow assets ) » 7 N 19
_Other current assets L o o ' o - 8
576 488
. Total Current Assets ]
Pr(;p_é;&,_Plant én;l Equipment o
: . — 9,987 ’
- Regulated utility plant _ ] ] ’ o o o 19,654
' ) 2,767
_Less: accumulated depreciation - regulated utility plant ) 2,714
o . ' : 7,220 .
‘Regulated utility plant, net : ‘ _ o o - 6940
557
_ Construction work in progress ‘ - 641
: 7,777 ‘ 7,581
- Property, Plant and Equipment, net -
.Othef Noncurrent Assets _ i i -
" Regulatory assets N ) B 1,080 *
o . i _’ 1,094
C o . ‘252 ) K
\ [Intangibles S C o o . 251
/ 14
Other noncurrent assets - o | o 12
' . 1,346 1,357
. Total Other Noncurrent Assets ) ; - .
Source: PPL CORP, 10-Q, May 04, 2017 ‘ Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or di: d and is not d to be plete 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 d by licable law. Past fij ial pe: is no of future results.




‘Total Assets ) ) _ o . 9,699 $ 9,426

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

CONDENSED CONSOLIDATED BALANCE SHEETS

- PPL Electric Utilities Corporation and Subsidiaries
- A,;«‘lnaudited)

(Millions of Dollars, shares in thousands)

Liabilities and Equity

Current Liabilities
. Short-term debt L
; Long-term debt due within one year
Accounts payable
~ Accounts payable to afﬁ}iates
_ Taxes
Interest
N Regulatory liabilities
S ;Otl_lg’r current liabilities

. Total Current Liabilities
Long-term Debt

_Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
A_ Accrued pension obligations
Other deferred credits and noncurrent liabilities

~Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Notes 6 and 9)

Equity
‘ _Common stock - no par value (a)
Additional paid-in capital

Earnings reinvested

March 31, December 31,
2017 2016
R S5
24 24
329 367
58 42
12 12
31 34
66 83
88 101
1,307 1,158
2,608 2,607
1,942 1,899
258 281
920 90
2,290 2,270
364 364
2,254 2,154
876 873

Source: PPL CORP, 10-Q, May 04, 2017
The information contained herein may not be copied, adapted or and is not to be

Powered by Morningstar Document Research.

use of this information, except to the extent such damages or losses cannot be limited or excluded by app

or timely. The user assumes all risks for any damages or losses arising from any

ial per isnog of future results.



©_Total Equity 3,494 3,391

.
i

o 7_ 8 9699 § 9,426

-~ otal Liabilities and Equity

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

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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The information contained herein may not be copied, adapted or distril d and Is not dto be p or timely. The user assumes all risks for any damages or losses arising from any
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Electric Utilities Corporation and Subsidiaries

|
P Inaudited)

(Millions of Dollars)
Common
stock
shares Additional
outstanding Common paid-in Earnings
L (a) stock capital reinvested Total
December 31,2016 o 66368 0§ 364 $ 2154 $ 873 $ 3391
Netincome . . .. D
Capital contributions from PPL o o o 100 100 .
Dividends c_leclared_pn_co_mrp(_)n s_tgpk» ) (76) (76)
‘March 31,2017 o ] 66,368 $ - 364 $ 2,254 $ 876 - § 3,494
December 31,2015 o 66368  $§ 364 § 1934 § 821. % 3,119
--Netincome . _ _ - e %4 94
* .. Dividends declared on common stock _ , o @s) 45)
March 31, 2016 66,368 $ 364 $ 1,934 $ 870 $ 3,168

(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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use of this information, except to the extent such damages or losses cannot be limited or excluded by appli {aw. Past fi) ial per Is no of future results.



Table of Contents

THIS PAGE INTENTIONALLY LEFT BLANK.

15

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, pted or di and is not to be ), P or timely. The user assumes all risks for any damages or losses arising from any
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME
LG&E and KU Energy LLC and Subsidiaries

. “naudited)
s ~Millions of Dollars)

Operating Expenses ___
~ Operation
[ _Fuel e e e m e —
 Energy purchases
_ . Other operation and maintenance
o Depreciation

__ Taxes, other than income

. Total Operating Expenscs
N o

 Operating Income

E)ﬂ_ler income (Exﬁenééi— net

Interest Expense

Interest Expense with Affiliate 4
Income Before Income Taxes 166 192
Income Taxes 63 72
Net Income (a) $ 103 $ 120
(a) Net income approximates
comprehensive income.
N The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.

Three Months Ended
March 31,

2017 2016

$

809 § 826

191 198
¢
207 202
s 09
16 15
588 580
21 246
@ O
o %

Source: PPL CORP, 10-Q, May 04, 2017

The information contained herein may not be copied, adapted or distril d and Is not

use of this information, except to the extent such damages or losses cannot be limited or

Powered by Morningstar Document Research.
ly. The user assumes all risks for any damages or losses arising from any

of future results.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
 LG&E and KU Energy LLC and Subsidiaries

, '\"‘Jnaudited)
. 3 dd“"!illions of Dollars)
Three Months Ended
March 31,
2017 2016
Cash Flows from Operating Activities _
| Netincome . % 103§ 120,
' Adjustments to reconcile net income to net cash provided by operating activities " _
Depreciation s 09
_Amortization L e i L T
. Defined benefit plans - expense: 8T
) Peferrcd_ipc_orpe taxes and invc_stmcnt Fa;g_credi_ts/ ) ] ) - N 48 L 68
: _ Change in current assets and current liabilities y _ 4
__ _Accounts receivable _ . , 21 (15
__ Accounts payable c @y 25
‘ __: - ~1_\cc01>1n_ts Pay?lb_lc to afﬁ!iz;_tcg S o - _ 7 o 5_‘
Unbilled revenues - - o _ 2 8
 Fuel, materials and supplies S _ o ' 41 21
Taxespayable . , . L Q@) 25
) Accrued 1nterest ) o ) ) o ) 42 ) B 42
Other o o _ R 4 N DN 7))
Other operatmg act1v1t1es o _ - ) o B _ ) o o
b Deﬁned beneﬁtplans fundmg ] ) 3 S 22 (33
Expendltures for asset retlrement obllgatlons S _ _ S 6) o ‘(2)
‘Otherassets o _ . o - ] - _ N o 1 =
_O_the:r lggbilit@cs o S ) . o 3 —
_ Netcash provided by operating activites =~ o ‘ L 312 ) 303 -
Cash Flows from Investing Activities o ) S ] o
Expendltures for property, plant and equ1pment ) N . ‘ o o (184) : (219) .
~ Net cash prov1ded by (used in) investing actlvmes N o ' (184) (219)
- (Cash Flows from Financing Activities ) ) _
|
Net increase (decrease) in notes payable with affiliate o | 6y 93
Netincrease (decrease) in short-termdebt = .. 88 . (149
Debt issuance and credit facility costs 1) )
Source: PPL CORP, 10-Q, May 04, 2017 ‘ ! Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril d and is not d to be 3 pl artlmely 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 d by " law. Past fi | performance is no guarantee of future results.



[ Distributions tomember - T ) @9
(126) (86)

Net cash provided by (used in) financing activities

Net Increase (Decrease) in Cash and Cash Equivalents . _',, . _~ o 2@

\\

/ash and Cash Equivalents at Beginning of Period V D 13 30

{

Cash and Cash Equivalents atEnd of Period " . _ s 158 28

Supplemental Disclosure of Cash Flow Information . o
Significant non-cash transactions:

1 . 4 . N . .
 __ Accrued expenditures for property, plant and equipment at March 31, . Y R U
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.

17

Source: PPL CORP, 10-Q, May 04, 2017 . Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril d and is not d to be 2 J: 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 Josses cannot be limited or by licable law. Past fis ial per isno of future results.




Table of Contents

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

o ‘Inaudited)

. __illions of Dollars)

March 31, December 31,
2017 2016

Assets

Current Assets

A - $ 15 s 13
___.Cash and cash equivalents. DT e L
__ Accounts receivable (less reserve: 2017, $24; 2016,$24)
| ' : 215 235
24 17
o Other - L o
; ‘ ’ . : 148 » 170
:_ _Unbilled revenues L L L L
256 297
__Fuel, materials and supplies L L
. . ’ 25 24
; . Prepayments . . L N
23 20
. Regulatory assets i ) L o i . ) B
) -‘ ; 7 , 4
-« Other current assets - ) L . A .
713 780
___Total Current Assets
I

Property, Plant and Equipment

P ~ : 12810 0 12,746
i Regulated utility plant _ o L o i
1,550

Less: accumulated depreciation - regulated utility plant

A 11,260 11,281
i . _Regulated utility plant, net '

' ) e 311
___Construction work in progress o i
C o 11,636 : 11,598
.- Property, Plant and Equipment, net _ ‘ - '
Othier Noncurrent Assets o ) 3 )

——-Reg‘-lla»t(-)ry as§er_ - . . o o B o o sgsA N o 82,4
AT o ; o ' : 996 996
. iGoodwill SO . )

. Otherintangibles s e el e
JroT o ‘ 78 - 78
{_ _ Other noncurrent assets _ SR _ . ‘

1,995 1,993
Total Other Noncurrent Assets

Source: PPL CORP, 10-Q, May 04, 2017 ) Powered by Momingstar Document Research.
The information contained herein may not be copied, pted or distril d and Is not to be P 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 by li f law. Past fi) per is no of future results.




Total Assets $ 14,344 $ 14,371

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

~ “naudited)

e

" fillions of Dollars)
March 31, December 31,
2017 2016
Liabilities and Equity
Current Liabilities i ~ ]
_ Short-term debt $ 243 $ 185
_ Long-term debt due within one ygflr 94 o 194
_Notes payable with affiliate 82 163
_Accounts payable 204 ) __ - 251
_Accounts payable to affiliates 13 L 6
_ Customer deposits o 56 ) 56
Taxes 37 ) 39
Price risk management liabilities 4 4
Regulatory liabilities ) ~ 16 18
Interest 74 ) ] 32
“Asset retirement obligations 58 . 60
Other current liabilities B 88 119
_Total Current Liabilities ) 969 1,127 |
Longft—erm Di;l;t ‘
_Long-term debt 4,572 AATT
Long-term debt to affiliate 400 400
_ Total Long-term Debt 4,972 4,871
lDefél_'r_é(i Credits and Other Noncurrent Liabilities )
_Deferred income téxes ) i 1,786 - 1735
_Investment tax credits 131 N o132
Accrued pension obligations 332 o 350
Asset retirement obligations 3714 o 373
Regulatory liabilities 897 899
Too information coriained horen oy ot be copled, adapted o dstbuted and s ot warranted to bo pletear imely. The user assumes ai roks for any domages o loosce aviing rom any

use of this information, except to the extent such damages or losses cannot be limited or

ded by applicable law. Past fi ial performance is no guarantee of future results.




. Price risk management liabilities .
Other deferred credits and noncurrent I_ia[bilities ~

 Total Deferred Credits and Other Noncurrent Liabilities *

i

'

Member's Equity _ e
TTotal Liabilities and Equity T T
. “ e e i

‘Commitments and Contingent Liabilities (Notés 6 and 9)

o 4,670 4,667

$ . 14344 §-

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)
Member's
o S . o o Equity
December3L,2006 s s
Netincome - o o . e ) - ) . 103
Distributions to member - ) ) - (102)
O_t!_ler _CQH}PTCheESiYQ igc{ome _ ) o i L o o o 2
"Lylarch 31,2017 S _ N | s 4,670
December 31,2015, R . $ 4517
Netincome o . A . S - ) . 120
Distributions to member S o o - (29
Other comprehensive income o o S 1
March 31,2016 o S s 4,609

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

" Louisville Gas and Electric Company
(Unaudited)

(Millions of Dollars)

Operating Revenues
' _ Retail and wholesale
) El‘c_agtri_c revenue _fr_qm afﬁliatq o

{__ Total Operating Revenues

" Operating Expenses
_ Operation

_ Fuel
Energy purchases
..+ Energy purchases from affiliate
Other operation and maintenance
.- Depreciation
_Taxes, other than income

' Total Operating Expenses
i.-(!:,fe_r;@l.t;ng._l-nqon;é- ]

Other Income (Expense) - net

) ?;nprest };,;(pgése. | - )

Income Before Income Taxes

Three Months Ended
March 31,
2017 2016
o $ 314§ 375
17 11
391 386
) 8% 018
64 62
2 2
8 &
Lz o4
8 8
285 - 278
106 108
@ . —
17 17
87 91

Source: PPL. CORP, 10-Q, May 04, 2017

The information contained herein may not be copied, adapted or distril d and is not
use of this information, except to the extent such damages or losses cannot be limited or

d to be

Powered by Morningstar Document Research.

or timely. The user assumes all risks for any damages or losses arising from any
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i oo '

Income Taxes : - - ‘ 33 .35

—-NetIncome (a) 7 L - - : : ] 8 54 §$ 56 !

(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

Jnaudited)

(Millions of Dollars)

Cash Flows from Operating Activities

.. Net income

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

Depreciation
Amortization
Defined benefit plans - expense

. _ Deferred income taxes and investment tax credits
- Change in current assets and current liabilities
i _Acem_mts receivable
) ~_ Accounts receivable from affiliates
Accounts payable
_Accounts payable to affiliates
U_pbilled revenues

 Fuel, materials and supplies
~ Taxes payable

Accrued interest
Other

_ Other operating activities
Defined benefit plans - fundmg
_Expendltures for asset retlrement obhgatlons

Other assets

Other liabilities

Net cash provided by operating activities

Cash Flows from Investmg Activities .
Expendltures for property, plant and equlpment

" Net cash provided by (used in) investing act1v1t1es )

Cash Flows from Financing Activities
i Net increase (decrease) in short—term debt ]

Three Months Ended March

2017 2016
$ 54 56
44 41
. 3 3
2 3
31 L
13 6
1 @)
a2 5
Q)] —
K 7
33 _ 31,
@8) ©)
13 13
an ©
W )
@ 1
) 2 -
3) 2
142 157
o4) (109)
(94) (109)
)

Source: PPL CORP, 10-Q, May 04, 2017

use of this information, except to the extent such damages or losses cannot be limited or d by applicable law. Past fi)

Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distributed and is not d to be lete or tlmely The user assumes all risks for any damages or losses arising from any

is no of future results.



Debt issuance and credit facility costs

— 1)
; __, Payment of common stock dividends to parent R o ) B _(87) (25)
i Contributions from parent , — 30
ST T e s T - - - LT - T T : B - .
.- Net cash provided by (used in) financing activities o i ) 49) (56)
Net Increase (Decrease) in Cash and Cash Equivalents ) (1_) ) ®
‘Cash and Cash Equivalents at Beginning of Period ) ] o i 5 19
Cash and Cash Equivalents at End of Period $ 4 3 11
Supplemental Disclosure of Cash Flow Information )
Significant non-cash transactions: ) o o ) ] ’ - )
Accrued expenditures for property, plant and equipment at March 31, $ 4 3 77
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
‘ },A»J_:Inaudited)

(Millions of Dollars, shares in thousands)

Assets

Cl_l_r_l'ep( _Aﬁsets

‘. Cash and cash equivalents

__Accounts re_ceiye_;la»lei (less reserve: 2017, $_2; 2016, $2) _

. Customer

_ Other I

. Accounts receivable from affiliates

- Unbilled_ revenues

o \ Fuel, materials énd supplies
_Prepayments
Regulatory assets

Other current assets

" Total Current Assets

Property, Plant and Equipment

_ Regulated utility plant

]

-’ Less: accumulated depreciation - regulated utility plant

Regulated utility plant, net

: | Construction work in progress
. Property, Plant and Equipment, net
Other N 6hél;rrelit As;éts
"\ Regulatory assets
- Goodwill

_ _Other intangibles -

March 31, December 31,
2017 2016
$ 4 s
97 S
S 109
10
L ) 1
27
' 28
66
o e
110
- i 143
12
L 12
12 9
o -
1
340 393
5396
o ] 3357 .
534
" 498
4,862
4,859
156
133
5,018 4,992
. 448 o "450
389
- . 389
57 .
_ 59

Source: PPL. CORP, 10-Q, May 04, 2017

The information contained herein may not be copied, adapted or d and is not

d to be

Powered by Morningstar Document Research.
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Other noncurrent assets '

: 910 j 915
:__ Total Other Noncurrent Assets S '
\“‘*%o_ta[ Assets L % 6268 $ 6,300

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

_Louisville Gas and Electric Company
o ;lnaudited)

(Millions of Dollars, shares in thousands)

March 31, December 31,
2017 2016
Liabilities and Equity
Current Liabilities ] ]
S_h_(_grt-term debt o B o D | 207 $ - 169
Long-term debt due within one year - S % 194
Accounts payable _ o S ] ) 115 148
Accounts payable to affiliates ] o N B 22 ) 26
Customer deposits , _ i ) 7 ] ] 27 27
Taxes o o o | 12 . 40
B \ Price risk management liabilities ) _ 4 . 4
Regulatory liabilities ) ) ) 5 5
Interest o ‘ o “ ) 24 11
_ Asset retirement obligations ) ] 29 7 41
_Other current liabilities ] ) A 27 36
_ Total Current Liabilities _ v 566 701
Long-term Debt
i 1,524 : 1,423
Deferred Credits and Other Noncurrent Liabilities ‘
~ Deferred income taxes 7 ) ] 1,006 9714
Investment tax credits ) ) ) , N - 36 - - 36
_ Accrued pension obligations ) o 50 53
'_A§set ret_irement_qbligations N ) _ 114 ) 104
| Y, _ Regulatory liabilities N o 7 419 » 419; )
| Price risk management liabilities ) ‘ ) ‘ 25 o 27
_Other deferred credits and noncurrent liabilities o . - . 8 87
Source: PPL. CORP, 10-Q, May 04, 2017 Powered by Momingstar Document Research.

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate complete or llmely 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 d by app law. Past fii i per Isnog of future results.




_Total Deferred Credits and Other Noncurrent Liabilittes |~ __ 1,735 1,700
-7 Tommitments and Contingent Liabilities Notes6and9) .
Stockholder's Equity _ e ) L
. /Common stock - no par value (a) I , 424 o 44
_ Additional paid-in capital = _ ) . 1682 1682
:_ :,;E_amir_lgs reinvested o o o B ] 337 370
~Total Equity ) N 2,443 2,476
f(;tal I:ial;ilities an(i iﬂquity _ N _ ) _ ) -
$ 6,268 $ 6,300

(a) 75,000 shares authorized; 21,294 shares issued and outstanding at March 31, 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

,,!\,ouisville Gas and Electric Company

- "Inaudited)

(Millions of Dollars)

December 31,2016
Net income
T

Cash dividends declared on common stock

March 31,2017

v

December 31, 2015
Nép income |

 Capital conribusons fom LKE
] (,lfe;_sh dividends declared on common stock

March 31, 2016

Common
stock
shares Additional
outstanding Common paid-in Earnings
(a) stock capital reinvested Total
21204 44§ 1682 370 | 2476
>4 34
87 (87)
21,294 $ . 424 $ 1,682 337 2,443
2_1,294 - $ N 424_ »$_ ____1,_6_11 2_95 _,‘_2’330,__
- 56 56
%0 . 30 _
(25) (25)
21,294 $ . 424 $ . 1,641 326 2,391

(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

v 4 naudited)

. (Millions of Dollars)

Three Months Ended
March 31,
2017 2016
Operating Revenues o . . o L R e
b '__I_Zetéil and wholesale S ] o . $ . 45 3 451
) ;Elgctrig revenue fr_o.m afﬁli_z}@ . o o L B 2 2
_ Total Operating Revenues e o o 3 ' 437 453
‘Operating Expenses. ) ] o
_ Operation - ) i
B S .om_ 120
Energy purchases R ] ] _ i S 4
.. Energy pu_r_cha_sps_from affiliate ‘_ ) i ) o ) o 17 o 11
: O_ther_ _opergtipp an_d maip;enan_ce o o ) - ' o 109 o 106 )
_ Depreciation » o B - - . B 60 58
... Taxes, other than income . . 8 7
_:-Z'I‘_qtz;l Operating Expenses ) , o ) ' _ ) 310 306
Operating Income L | A I v AR '
Other Income (Expense) -net S ¢ | B )
Interest Expense L ] ) S 24 24
:In_c_ome‘Bef‘orre Income Taxes ‘ i o ' o _ _ _ ) 102 121
{Iqq'orquTaxgs»_ e o ) o ] , S o 39 46
Net Income (a) o ) i ] ) o 8 63 § 75

(a) Net income approximates
comprehensive income.

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

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, ad d or distributed and Is not dto be ate, J: 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 d by i law. Past fii ial per isno of future results.
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CONDENSED STATEMENTS OF CASH FLOWS
~Kentucky Utilities Company

. gflnaudited)

(Millions of Dollars)

Cash Flows from Operating Activities

_Net income

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

~ Depreciation
Amortization
Defined benefit plans - expense_ ]

Deferred income taxes and investment tax credits
* - Change in current assets and current liabilities
- Accounts receivable
J ,
" Accounts payable
Accounts payable to affiliates
;. Unbilled reyenues

_ Fuel, materials and supplies
Taxes payable

Accrued interest

Other

_ Other operating activities
Defined beneﬁt plans - fundmg o B
Expenditures for asset retlrement obligations

_Other assets

Otber liabilities

_Net cash provided by operating activities .

Cash Flows from Investmg Activities )
\ Expendltures for property, plant and equlpment i
S ’_ - Netcash p_rqv;_ded by (Au_se_d.m)ﬂmvestmg gct_n_/ities

‘Cash Flows from Financing Activities
Net increase (decrease) in short-term debt

Three Months Ended March
31,

2017 2016
B $ 63 $§ 75
_ 60 58
" 4 4
2 2
] ) 37 o a“
- S
@ .23
@) .2
13 R
8 (0
) . (.0 ) 2 )
2 '»22
N a2 . 1.
i a9y, a0
Q) . a1
B} i [eh) L
1 —
) 139 . 195
L o 89)_ (110)
) (89) (110)
I ' 20 a4

Source: PPL CORP, 10-Q, May 04, 2017
The information contained herein may not be copied, adapted or i d and is not d to be

Powered by Momingstar Document Research.

or flmely 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 applica

e law. Past | per is no

of future results.



.. Debt issuance and credit facility costs

_ — (1)
Payment of common stock dividends to parent (70) (64)
Net cash provided by (used in) financing activities o ] } (50) 79)
Net Increase (Decrease) in Cash and Cash Equivalents — 6
iCash and Cash Equivalents at Beginning of Period - o o i 7 11
Cash and Cash Equivalents at End of Period $ 7 $ 17
Supplemental Disclosure of Cash Flow Information
Significant non-cash transactions: _ o ) N )
Accrued expenditures for property, plant and equipment at March 31, $ 41 $ 40
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

" naudited)

(Millions of Dollars, shares in thousands)

Assets

Current Assets

| Cash and cash equivalents

. Accounts receivable (less reserve: 2017, $1; 2016, $2)
___Customer

Other

_Unbilled revenues

 Fuel, materials and supplies

!
- _Prepayments_

- Regulatory assets
Other current assets

‘ _Total Cl_lryenp Assets

.P}(;f);a;t&,.Plént—and'Equibiﬂen-t
‘ _Regulated utility plant
 Less: gchmglgted_@e_:greqiatiq_n - regulated utility plant

. Regulated utility plant, net
Construction work in progress

' _Property, Plant and Equipment, net

‘Other Noncurrent Assets

ﬁegulyato_r); assets

Other intangibles

March 31, December 31,
2017 2016
S e o -
. $ N
i ) 118 )
. R _ 126
13
_ - _5.
82
. . 95
146
) 154
12
L 12
11
AT
5
3
394 413
7,405 o
R 7,382
1,014
965
6,391 o
o 6417
219
181
6,610 6,598
© 380 )
3714
607
607
36
. 36
59
57

Source: PPL CORP, 10-Q, May 04, 2017

Powered by Morningstar Document Research.

The information contained herein may not be copied, adapted or distril d and is not

dto be

use of this information, except to the exient such damages or losses cannot be limited or

ded by applit " Iaw. Past fi

or timely. The user assumes all risks for any damages or losses arising from any
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1,082 1,074
Total Other _Noilgugex}t éssets

; ~7otal Assets $ 8,086 § 8,085

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

. B ,:\‘i‘lnaudited)

(Millions of Dollars, shares in thousands)

March 31, December 31,
2017 2016
Liabilities and Equity
Current Liabilities
. Shortfermdebt U . 3% s 16
~ Accounts payable ) _ ) o ) ) 76 8
" Accounts payable to affiliates B - ‘ ] ' ) 50 ‘ 56
Customer deposits ) ) o i 29 ) 29
Taxes ] ' ‘ ] .11 45
~ Regulatory liabilities ) ) ) ) - ) 11 o 13
‘\ Interest N ] ] o ) 38 16
/ _ Assetretirement obligations ‘ o 29 19
_Other current liabilities o _ i o 27 36
__'>To}g1_(;qnent»Lia_l?ilities ) B v L B 307 308
Long-term Debt
B o 2,327 2,327
Deferred Credits and.-(;)iher Noncurrent Liabilities
Deferred income taxes o ] ) o ) 1,208 1.,1_’{0 ]
Invéstment tax credits ) N ) ) ) , 95 96
| __Accrued pension obligations ) ' o | 44 62
. Asset retirement 6bligations_ ) ) o ) o , ] 260 269
Regulatory liabilities o N ] o 478 480
_Other deferred credits and noncurrent liabilities ] - 50 50
- \ Total Deferred Credits and Other Noncurrent Liabilities - 2,135 2,127
.Cpp_lr_nitmqnts and Contingent Liabilities (Notes 6 and 9)
o inormation conained horein oy net e copid, adapted or distbuled and s ot warranted 0 bo plotsor timoly: The user assumes all sks for y damages or Iosses arsng fom any

use of this information, except to the extent such damages or losses cannot be limited or luded by applicable law. Past fi) ! perf is no of future results.
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~

t
1

‘Stockholder's Equity _

_ . Common stock - no par value (a) 38308

"\ _ Additional paid-in capital o .. 2616 2616

| Acumulatedother comprebensiveloss ________— @

. Eamingsreinvested . L 393 400
_Total Equity - ‘ o 3317 3,323

Total Liabilities and Equity s 5086 $ 8,085
y 9

(a) 80,000 shares authorized; 37,818 shares issued and outstanding at March 31, 2017 and December 31,

2016.
The accompanying Notes to Condensed Financial Statemenits are an integral part of the financial statements.
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CONDENSED STATEMENTS OF EQUITY

' ‘géntucky Utilities Company

(Unaudited)

(Millions of Dollars)

December 31,2016
Netincome = =
Cash dividends declared on
common stock

Other comprehensive income

March 31, 2017

\}'?.ce_mber 31,2015

Net income

;Caéh dividends_.(.iek:l;ire—d on _

‘common stock

March 31, 2016

Common
stock Accumulated
shares Additional other
outstanding Common paid-in Earnings comprehensive
(a) stock capital reinvested loss Total
- 37,818 308 % 2616  $§ 400 ' § o1y s 3323
63 o 63
{(70) _ o B - (70)
1 1
37,818 308 $ 2,616 $ 393 $ S — $ 3,317
37,818 308 $ 259% $ 383 0§ — - $ 3287
) 175 ‘ - s
(64) - (64)
37,818 308 $ 2,596 $ 394 $ — $ 3,298

(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.

']l adjustments are of a normal recurring nature, except as otherwise disclosed. Each Registrant's Balance Sheet at December 31,

. +016 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 months ended March 31, 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.

The classification of certain prior period amounts has been changed to conform to the presentation in the March 31, 2017 financial
statements.

2. Summary of Significant Accounting Policies

(All Registrants)

- ~"he 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.

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Momingstar Document Research.
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Accounts Receivable(PPL and PPL Electric)

In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable
from alternative electricity suppliers at a discount, which reflects a provision for uncollectible accounts. The alternative electricity
suppliers have no continuing involvement or interest in the purchased accounts receivable. Accounts receivable that are acquired are
initially recorded at fair value on the date of acquisition. During the three months ended March 31, 2017 and 2016, PPL Electric
purchased $356 million and $382 million of accounts receivable from alternative 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 March 31 are as

follows:
Three Months
2017 2016
Income Statement Data
Revqnu?s fron_1 extefnal customers ) ~ ) ) ) )
UK.Regulated o _ $ 568" $ 595
Kentucky Regulated o 809 826
' Pennsylvania Regulated o . . 573 585 '
... Corporate and Other o - 1 5
.',th_gl _ _ _ 5 ) $ 1,951 $ 2,011
Net Income }
o U.K. Regulz}teq (a)‘_ ) ) _ ) ) o o $ ] 28§ $ ~ 289
Kentucky Regulated _ ) ) 95 o 112
‘ ngnsylvania Bfeg}l}a}gcd ~ 7? 94
Corporate and Other ) o ) - (57) (14)
Total $ 403 § 481

(@) Includes unrealized gains and losses from hedging foreign-currency related economic activity. See Note 13 for additional information.

Balance Sheet data for the segments and reconciliation to PPL's consolidated results as of:

March 31, December 31,
2017 2016
Balance Sheet Data
‘\:I§ss5=t§ o ) ) ) i ) o i i
‘ UK. Regulated (a) o o s 1509 S 14537
Kentucky Regulated 14,010 14,037

Source: PPL CORP, 10-Q, May 04, 2017
The information contained herein may not be copied, adapted or di: d and is not d to be : P
use of this Information, except to the extent such damages or losses cannot be limited or ded by app le law. Past fi;
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Pennsylvania Regulated ) o 3 o 9699 . 9426
Corporate and Other (b) o o S S 286 315
“Potal _ , ) $ 39,034 $ 38,315

(a) Includes $10.9 billion and $10.8 billion of net PP&E as of March 31, 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 shareowners
by the weighted-average number of common shares outstanding, increased by incremental shares that would be outstanding if
potentially dilutive non-participating securities were converted to common shares as calculated using the Treasury Stock Method.
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 common stock (in thousands) for the periods ended March 31 used in the

_ FPS calculation are:

o Three Months

2017 2016

Income (Numerator)

INet income _ L o $ . 43 s 48

Less amounts allocated to participating securities o S o 1 2
{Net income available to PPL. common shareowners - Basic and Diluted o o i ) $ 402 § 479 '

i
$Shares of Common Stock (Denominator)
Weighted-average shares - BasicEPS S o . 680,882 675,441
] - L - Tt T STt T '.

! q e ) . ~. . Ly
/Add incremental non-participating securities:

Share-based payment awards 2,202 ‘ 3,376
EV_Yg;ig‘htqd-z_lyerage shares - Diluted EPS ) B o o o 683,084 678,817
‘Basic EPS — _ . .-

Net Income available to PPL common shareowners o $ 0.52_ $ o 9:71

Di‘lytt_zd I_EPS

. Net Income available to PPL common shareowners - R 059 8 071

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

Three Months
- R 2017 2016
TStc_>_c4k-based compensation plans () = . = . . - . .. 887 oL 2125
DRIP 445 402

(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 March 31, the following shares (in thousands) were excluded from the computations of diluted EPS because the
effect would have been antidilutive.

Three Months
- ] ) 2017 2016
: %tgek_opti_ops o o I o o R 6% 696
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5. Income Taxes

--Teconciliations of income taxes for the periods ended March 31 are as follows.
]

- +PPL)
Three Months
2017 2016
| e e s ol e dn e e o e e e - oo
vl{e(ki_:eral_ir_lcom_e tax on Income Before Income Taxes at statutory tax rate€ - 35% o . 3 186 $ 231 °
Increase (decrease) due to: L S o i L
- ' " State income taxes, net of federal income tax benefit o ’_ o S N 13 13
Valuation allowance adjustments o ) . o o 5 a8
f _Impact of lower U.K. income tax rates __ o ) N o 48 R GL))
U.S. income tax on foreign earnings - net of foreign tax credit e o O )
. ‘AIn}pacg of the UK. Finance Acts o o S ' 3 =
Depreciation not normalized o o ) o o T ) M
. Interest benefit on U.K. financing entities _ - o o i o RG] L ®
Stock-based compensation S o B o .’
_Other - . , L . o ®) &)
Total increase (decrease) ) ) o ) ) o i ) (57) (52)
Total income taxes o o ) o i _ - o ) $ 129 % 179
“PPL Electric)
g Three Months
o - - o » S 2017 2016
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% ) $ 4 % 53
hlqr_ez}se (decr_easg) Vdue to: )

__State income taxes, net of federal income tax benefit o y o ' . N 8 9
Depreciation not normalized o N S o _ ) )] @M
Stock-based compensation . S . . ) . L 5

'I_'otal increase (fie_c_rqase) o 4 3
Totalincome taxes e o e 3 8 3 56
(LKE)

Three Months
o - o o o ) 2017 2016
Federal income tax on I_ncomg; Before Income Taxes at statutory tax rate - 35% ) 8 58 § 67
Increase (def:l:ease) due to: )
SN i_Stgte income taxes, net of federal in_c_qx‘njcitax_ benefit '_ - - N _ y o 6 - T
. Other @ 2
___Total increase (decrease) . ) ) . o . S -5
Total income taxes $ 63 $ 72
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Momingstar Document Research.
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(LG&E)

N

Three Months
2017 2016
- federal income tax on Income Before Income Taxes at statutory tax rate - 35% o - $ 30 08 32 .
Increase (decrease) due to: _
\ - State income taxes, net of federal income tax benefit . o s -3 . 3
Total increase (decrease) 3 3
‘Total income taxes $ 33§ T35
N R - . C e - I A
36
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(KU)
Three Months

N

2017 2016

/“"__ e - e e e e et e e e e

[Federal i mcome tax on Income Before Income Taxes at statutory tax rate - 35% ; o 5 ‘ 36§ L 42,

Increase (decrease) due to:

i State income taxes, net of federal income tax benefit = - - ) ' : -y 4.

Other 1 —

P e mmmemr m e me mmemimmm m emb o m mwmae mepenss e me = p e s - e e - O

: '& L _ Total increase (decrease) . _ 3 . 4.

Total income taxes $ 39 3 46

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

March 31, December 31, March 31, December 31,
2017 2016 2017 2016

Current Regulatory Assets:
~-{__ Environmental costrecovery - $. 6 _ 8 6 s = 8 =

Generatlon formula rate 11 11 — o —

. Transmission service charge ) . U - 7o ] -5 .. T

Smartmeternder o o 8 ) o <6 o _ 8 o i 6 o

_Stormcosts - D L4 . s 4 s

Other 7 4 1 1
(LT ’ .

ff_I‘f;igsalc'u[rqqt regulatory assets (a) v 3 36 $ - 39§ 13 s 19 -

Noncun'ent Regulatory Assets

Deﬁnedbeneﬁtplans L N - 3 9:‘36 $ 947 - .-

i

s Taxes rccoverable through future rates N e . 343 o 340 L343 0 L 340

Stprm_costs ‘ ) B 44 ) e 57 ) — ) o 9 B

O

.| Unarfiortized loss on debt e .8 61 .34 .36

Interest rate swaps ) 126 129 .

(mmwm e mmee o amem o= n e e o [ e pem e 4 =
i
R

i Accumulated cost of removal of utility plant. _ I L L e s

AROs i o 228 o2 = i T

Total noncurrent regulatory assets $ 1,908 $ 1,918 $ 1,080 $ 1,094

Source: PPL CORP, 10-Q, May 04, 2017 ‘ Powered by Morningstar Document Research.
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Current Regulatory Liabiliies:

.. Generation supply charge - o8 19 $ 23 % o leos. 23,

Transmission service charge S 5 T 3 . —
> Demand side management - S 2 S T
Universal sex:vicci I:ide_r B o . ] ) . 14 - i 1‘4 . 14

_ . Transmission formularate - o L 6 - 15 T

Fufl_afijl{stm_ent_clziu_s_eu_ - ) ) ) o _13 ) 11 — —

_Act 129 compliancerider ) B S 7 16 o 17
Storm damage expense ) o 5 ) 13 ) ~ 5 ) ) 13

___Other o ) . ) 2 .5 1 1

Total current regulatory liabilities $ 82 3 101 $ 66 $ 83
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| PPL PPL Electric
March 31, December 31, March 31, December 31,
2017 2016 2017 2016
. oncurrent Regultory Liabilies: o . o . o
P Ac‘c'p_r.pplat_qd cost of removal of utility plant_ _ 5 - . 701 $ 700 - % =
. Power purchasc agreement - OVEC () __ - L T
. __lﬁth_dgaferr_eq tax assé}s._: o . 22 23 - . -
__ Defined benefit plans _ o ) 23 o 23 - .
' Interest rate swaps ) 76 ) 78 N — =
Other o ! - — —
Total noncurrent regulatory iigbil_it'ge§__ o $ 897 3 899 — $ —
LKE LG&E KU
March 31, December 31, March 31, December 31, March 31, December 31,
2017 2016 2017 2016 2017 2016
Cur.re_nt ng_ula}tory A‘ss;t_s:" o )
_Environmental cost recovery  § 6§ 6 3 6 $ 6 $ — $ —
‘ Gcneliat‘ion fonn_l.}Ia rate o 11 11 — = 1 ' 1_1
Zv‘ Other o 6 3 6 3 — —
B _rfjogal current regulatory assets ~ § 23 $ 20 $ 12 $ 9 $ 11 $ 11
Noncurent Regaltary Assts _ B
*  Definedbenefitplans ~ $ 393§ 398 § 242§ 246§ 151§ 152
_ Storm costs 44 48 24 ) 26 _ 20 522__
Unamortized loss on debt _ 24 .25 15 o 16 9 9.
_ Interest rate swaps 126 129 86 . 88 40 4
_ AROs 228 211 77 . 70 151 141
_ Plant retirement costs 3 i 4 L ~ — 3 4
- ’ Other 4 10 9 4 4 6 5
Total noncurrent regulatory assets  $ 828 $ 824 $ 448 $ 450 $ 380 $ 374
Current Regulatory Liabilfies: : ] _
- Demand side management _ o $; i 2 $ 3 8% 1 3 2 8 1 3 o1
_'_FueAl jidj_ustmgnt c_:lause o S 1_3 . 11 B 4 i 2 ) 97_ o . 9
N iqmé_r_' o 1 s — 1 1 3
N ;Iio[.al current regulatory liabilities ~ § 16 $ 18 § 5 8% 5 % 11 $ 13
}\Ion;une_gfi{eguiat;r); Llabxl:t_les _ o ) ) o
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Momingstar Document Research.
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- .. Accumulated cost of‘rér;lgvai
... of utility plant

——

™, " Net deferred tax assets _
_Deﬁnfad ben_e_ﬁt plang

‘

. ., Interest rate swaps

Other

‘Total noncurrent regulatory liabilities

(a) For PPL, these amounts are included in "Other current assets"” on the

Balance Sheets.

 Power purchase agreement - OVEC (b)

00§

$ 701 308§ 305 $ 393 0§ 395
“ Bk 2 BB

2 B 2 23 — —
o B 23 S - B R
) 76 78 38 39 38 39

1 — — — 1 _

$ 897 899§ 419§ 419§ 478§ 480 .

(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.
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Regulatory Matters
~~~“"entucky Activities

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

On November 23, 2016, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates of approximately
$103 million at KU and an increase in annual base electricity and gas rates of approximately $94 million and $14 million at LG&E.
The proposed base rate increases would result in an electricity rate increase of 6.4% at KU and electricity and gas rate increases of
8.5% and 4.2% at LG&E. LG&E's and KU's applications include requests for CPCNs for implementing an Advanced Metering
System program and a Distribution Automation program. The applications are based on a forecasted test year of July 1, 2017 through
June 30, 2018 and a requested return on equity of 10.23%.

On April 19, 2017 and May 1, 2017, LG&E and KU, along with all int?rvening parties to the proceeding, filed with the KPSC,
stipulation and recommendation agreements (stipulations) resolving all issues with the parties. Among othier things, the proposed
stipulations provide 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 of 9.75%, and the withdrawal of
LG&E's and KU's request for a CPCN for the Advanced Metering System. The proposed stipulations would result in a base electricity
rate increase of 3.4% at KU and base electricity and gas rate increases of 5.4% and 2.3% at LG&E. The proposed stipulations remain
subject to KPSC approval. If approved, new rates and all elements of the stipulations would be effective July 1, 2017. A public
hearing on the applications is scheduled to commence on May 9, 2017. LG&E and KU cannot predict the outcome of these
proceedings.

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
zceipts for natural gas service within the franchise area. The agreement further provides that if the KPSC determines that the
" - ~iranchise fee should be recovered from LG&E's customers, the franchise fee shall 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 of the 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. 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 area at existing rates, but without collecting or remitting a franchise fee.

Pennsylvania Activities(PPL and PPL Electric)

Act 129

Act 129 requires Pennsylvania Electric Distribution Companies (EDCs) to meet, by specified dates, specified goals for reduction in
customer electricity usage and peak demand. EDCs not meeting the requirements of Act 129 are subject to significant penalties. In
November 2015, PPL Electric filed with the PUC its Act 129 Phase III Energy Efficiency and Conservation Plan for the period June 1,
2016 through May 31, 2021. In January 2016, PPL Electric and the othér parties to the case reached a settlement of all major issues
and filed that settlement with the Administrative Law Judge. In June 2016, the PUC issued a final order approving PPL Electric's
Phase III Plan as modified by the settlement, allowing PPL Electric to recover, through the Act 129 compliance rider, a maximum
$313 million in program cost over the five-year period June 1, 2016 through May 31, 2021.

" Act 129 also requires Default Service Providers (DSP) to provide electricity generation supply service to customers pursuant to a
- ?UC-approved default service procurement plan through auctions, requests for proposal and bilateral contracts at the sole discretion of
- the DSP. Act 129 requires a mix of spot market purchases, short-term contracts and long-term contracts (4 to 20
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years), with long-term contracts limited to 25% of load unless otherwise approved by the PUC. A DSP is able to recover the costs
associated with its default service procurement plan.

N
'PL Electric has received PUC approval of its biannual DSP procurement plans for all prior periods required under Act 129. In
*January 2016, PPL Electric filed a Petition for Approval of a new DSP procurement plan with the PUC for the period June 1, 2017
through May 31, 2021. The parties to the proceeding reached a settlement on all but one issue and a partial settlement agreement and
briefs on the open issue were submitted to the Administrative Law Judge (ALJ) in July 2016. In August 2016, the ALJ issued an initial
decision, and certain parties filed exceptions and reply exceptions. In O“ctober 2016, the PUC issued an order approving the partial
settlement agreement and adopting the initial decision with minor modifications. In November 2016, Retail Electric Supply
Association (RESA) filed a Petition for Reconsideration of the portion of the October 2016 order that approved the Customer
Assistance Program Standard Offer Referral Program (CAP-SOP). In January 2017, the PUC issued an order denying RESA's Petition
for Reconsideration and closing the record. In February 2017, RESA ﬁl‘ed a Petition for Review with the Commonwealth Court of
Pennsylvania regarding the CAP-SOP. This matter remains pending before the court.

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

March 31, 2017 December 31, 2016
Le;tters of Letters of
h Credit Credit
and and
Commercial Commercial
Expiration Paper Unused Paper
Date Capacity Borrowed Issued Capacity Borrowed Issued

PPL
UK.

WD ple
Syndicated Credit .
Facility @) ~  Jan. 2022 £ 210 £ 161 £ — £ 49 £ - 160 £ —
. Term Loan Facility

b _ Dec. 2017 230 230 ) — — — —

. WPD (South West)
Syndicated Credit
Facility (c) July 2021 ) 245 72 — 173 110 —
WPD (East '
Midlands) o
- Syndicated Credit
) Facility (d) July 2021 300 128 ‘ — 172 9
WPD (West
Midlands) ,
Syndicated Credit
_ Facility _ July 2021 300 — — 300 —
! Uncommitted Credit o : o . C
™\ Facilities (¢) - .90 = 4 86 60 4
Total U.K. Credit
___ Facilities (f) o £ 1,375 £ 591 £ ‘ 4 £ 780 £ 339 £ 4
us. ' L
PPL Capital Funding
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Syncii_c;ated Credit

_ Facility  Jan.2022 §_ 950 $ - $ 189§ 761 - $ 20
Syndicated Credit
 Facility Nov. 2018 300 — _ 300 — .
. Bilateral Credit
\» Facility Mar. 2018 150 17 133 — 17
S Total PPL Capital
Funding Credit
Facilities $ 1,400 $ $ 206 $ 1,194 — $ 37
40
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March 31,2017 December 31, 2016
Letters of Letters of
SN Credit Credit
. / and and
e’ Commercial Commercial
Expiration Paper Unused Paper
Date Capacity Borrowed Issued Capacity Borrowed Issued
PPL Electric o e . .. Lo
: _Syndicated Credi_t_lfa(;.ilig)-[ . Jan.2022 % 650§ — $ 500 $ 150 % — $ 296
LKE T T T o T o ) T
_Syndicated Credit Facility Oct. 2018  § 75 $ — $ — $ 75 $ — $ —
LG&E o T S T
_ Syndicated Credit Facility =~ Jan.2022 § 500 $ — 8 207§ 293§ — $ 169
KU T i ) ’ J - o o T
) _Synfiicated Cr_eqil in_({ility ) Jan._ 2022 § 400 »$ — $ 36 ) $ 364‘ i $ = $ ) __16 _
,I;_e_:tger of Credit Facility Oct. 2017 198 — 198 — — 198
Total KU Credit Facilities $ 598 $ — $ 234 $ 364 $ — $ 214

(a) The amounts borrowed at March 31, 2017 and December 31, 2016 were USD-denominated borrowings of $200 million for both periods, which bore interest at
1.61% and 1.43%. The unused capacity reflects the amount borrowed in GBP of £I§1 million as of the date borrowed.

(b) " The amount borrowed at March 31, 2017 was a GBP-denominated borrowing which equated to $286 million and bore interest at 1.51%.

(c) The amounts borrowed at March 31, 2017 and December 31, 2016 were GBP-denominated borrowings which equated to $90 million and $137 million and bore
interest at 0.66% for both periods.

(d) . The amounts borrowed at March 31, 2017 and December 31, 2016 were GBP-denominated borrowings which equated to $159 millionand $11 million and bore
interest at 0.66% for both periods.

(¢) The amount borrowed at December 31, 2016 was a GBP-denominated borrowing which equated to $75 million and bore interest at 1.26%.

(f) At March 31, 2017, the unused capacity under the U.K. credit facilities was $972
‘million.

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:

March 31, 2017 December 31, 2016
Weighted - Commercial Weighted - Commercial
Average Paper Unused Average " Paper
i Interest Rate Capacity Issuances Capacity Interest Rate Issuances
PPL Capital Funding . 1.25% $ 1000 §$ 189 - $ 811 Lio% % 20
x%PE Electric )  L26% ) 650 499 ) 151 1 .05% B o 2_95_

- "‘i’_G&E_ } . ) 1.19% o 350 . 0207 . 143 _ 094% _ ] 169
KU 1.18% 350 36 314 0.87% 16
[T - - - = - - ~ - e
Jotal - % 2,350 § | 931 $ 1,419 % 500
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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
will be used for general corporate purposes.
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(PPL, LKE and LG&E)

f P Aprll 2017, the Louisville/Jefferson County Metro Government of Kentucky remarketed $128 million of Pollution Control Revenue
-~ Bonds, 2003 Series A (Louisville Gas and Electric Company Project) due 2033 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.

(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 March 31, PPL issued the following:

Three Months
o o o o 2017 2016
“Nu_r_nbgr_of shares (in thousands) o i ._ ~ . el . o ) 1364 . =
\\“a#v_(?raged share price ] _ o o o ) o T 666 $ =
e Net Proc_ee_ds' ) o o _ o . $ 50 $ o —

Distributions

In February 2017, PPL declared a quarterly common stock dividend, payable April 3, 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.

8. Defined Benefits

(PPL, LKE and LG&E)

\,ifertain 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 its subsidiaries and LG&E for the
periods ended March 31:
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(Service cost

Interest cost

Expected return on plan assets

Amortization of:

_.. Priorservice cost _
Actuarial loss

Net peﬂ_‘od_it: defined benefit costs (credits) before special termination benefits

Special termination benefits (a)

[

‘Net periodic defined benefit costs (credits)

Pension Benefits

Three Months
U.S. UK.
2017 2016 2017 2016
$. .17 % s 1908 18
e s 8 82
B 67 _(56) (125 (133)
e .. T T
20 15 35 37
] 24 -20 (28) 16y
2 — — —
$ 26 $ 20 §$ 28 $ (16)

(a) 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 ratified in March 2017.
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Pension Benefits
Three Months
) 2017 2016

Interest cost ' ] . ) ) l§ 17

‘Expected return on plan assets _ ) : o . @ . .en
Amortization of:

' . - Priorservicecost e - o ) o . ) o 2 1

Actuarialloss _ S - >

‘Net periodic defined benefitcosts - o _ . , $ 14 $- 8

LG&E

Interest cost $ 3 3 3

‘Ex_pectgt_i return on plan assets ] o o i B . ) 3 (5

Amortization of:

Prior service cost ; . .- . . .. - 1 L

Actparipl Io>ssr 3 2

. Net periodic defined benefit costs } N . o o $ 2 $ o1

Other Postretirement Benefits
Three Months

2017 2016

PPL

Ser_Vice_:cqst ) ) . X ) i A . ¥ 2 $. L2

Interest cost 6 6

nEx‘pgcted return on plan assets . o ) ' ©6) )

Net periodic defined benefit costs ’ $ 2 $ 3

Service cost - ) ) ) ] ) ._ -3 1 $ 1

Interest cost 2 2

‘Expected return on plan assets o . 7 s B C L wo @

Amortization of prior service cost — 1

‘Net periodic defined benefit costs L o ) - _ o - $ 2 8 .2

. JPPL Electric, LG&E and KU)
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|
In addition to the specific plans it sponsors, LG&E is allocated costs ofidefined 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. These allocations are based on participation in those plans,
which management believes are reasonable. For the periods ended Maré:h 31, PPL Services allocated the following net periodic
dPﬁned benefit costs to PPL Electric, and LKE allocated the following net periodic defined benefit costs to LG&E and KU:

Three Months
B o o i i L 2017 ) 2016
;PRI;,EI_cgmc_ o o S L .8 8 3 _6_:
LG&E e U S
'KU e L o ' . _ o . 4 3,
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Expected Cash Flows - U.K. Pension Plans
2PL)

For the three months ended March 31, 2017, WPD contributed $462 million to its U.K. pension plans. WPD made additional '
contributions in the second quarter of 2017 of $23 million. These accelerated contributions fund all 2017 required contributions and a
portion of 2018 required 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
“ibsidiaries cannot predict the outcome of such matters, or whether such matters may result in material liabilities, unless otherwise

. aoted.

WKE Indemnification(PPL and LKE)

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

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 Western District of Kentucky alleging violations of the Clean Air Act and RCRA. In

- rddition, these plaintiffs assert.-common law claims of nuisance, trespass and negligence. These plaintiffs seek injunctive relief and
ivil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the common law claims, these plaintiffs seek
ionetary compensation and punitive damages for property damage and diminished property values 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 heaith
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
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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. PPL, LKE and

G&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
s2maining two coal-fired units at the plant in June 2015.

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

In October 2015, KU received a notice of intent from Earthjustice and the Sierra Club informing certain federal and state agencies of
the Sierra Club's intent to file a citizen suit, following expiration of the mandatory 60-day notification period, for alleged violations of
the Clean Water Act. The claimants allege discharges at the E.W. Brown plant in violation of applicable rules and the plant's water
discharge permit. The claimants assert that, unless the alleged discharges are promptly brought into compliance, it intends to seek civil
penalties, injunctive relief and attorney's fees. In November 2015, the claimants submitted an amended notice of intent to add the
Kentucky Waterways Alliance as a claimant. In October 2016, the claimants submitted an additional notice of intent alleging
management of waste in a manner that may present an imminent and substantial endangerment under the RCRA. 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, if any.

Trimble County Water Discharge Permit(PPL, LKE, LG&E and KU)

In May 2010, the Kentucky Waterways Alliance and other environmental groups filed a petition with the Kentucky Energy and
Environment Cabinet (KEEC) challenging the Kentucky Pollutant Discharge Elimination System permit issued in April 2010,
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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
“der to the Kentucky Court of Appeals. In July 2015, the Court of Appeals upheld the lower court ruling. LG&E and the KEEC

_.'oved 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. PPL, LKE,
LG&E and KU are unable to predict the outcome of this matter or the potential impact on the operations of the Trimble County plant,
including increased capital or operating costs, if any, but do not expect such costs to be material.

Regulatory Issues(All Registrants)

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

Electricity - Reliability Standards

The NERC is responsible for establishing and enforcing mandatory reliability standards (Reliability Standards) regarding the bulk
- 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.

~Znvironmental Matters
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(All Registrants)

N
.ue 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 eﬂergy 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 recove‘;able 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.
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Air

. PPL, LKE, LG&E and KU)

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. The Clean Air Act requires the EPA periodically to review and establish concentration levels in the
ambient air for six criteria pollutants to protect public health and welfare. These concentration levels are known as NAAQS. The six
criteria pollutants are carbon monoxide, lead, nitrogen dioxide, ozone, particulate matter and sulfur dioxide.

Federal environmental regulations of these criteria pollutants require states to adopt implementation plans, known as state
1mplementat10n plans, for certain pollutants, which detail how the state; 'will attain the standards that are mandated by the relevant law
or regulation. Each state identifies the areas within its boundaries that meet the NAAQS (attainment areas) and those that do not (non-
attainment areas), and must develop a 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 reg1onal program developed by the EPA known as the Cross-State
Air Pollution 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.

-*lthough PPL, LKE, LG&E and KU do not anticipate significant costs to comply with these programs, changes in market or operating
»Hnditions could result in different costs than anticipated.

National Ambient Air Quality Standards (NAAQS)

Under the Clean Air Act, the EPA is required to reassess the NAAQS for certain air pollutants on a five-year schedule. In 2008, the
EPA revised the NAAQS for ozone and proposed to further strengthen the standard in November 2014. The EPA released a new
ozone standard on October 1, 2015. The states and the EPA will determine attainment with the new ozone standard through review of
relevant ambient air monitoring data, with attainment or nonattainment designations scheduled no later than October 2017. States are
also obligated to address interstate transport issues associated with new ozone standards through the establishment of "good neighbor”
state implementation plans for those states that are found to contribute significantly to another state's non-attainment. States that are
not in the ozone transport region, including Kentucky, worked together to evaluate the need for further nitrogen oxide reductions from
fossil-fueled plants with SCRs. Based on regulatory developments to date, PPL, LKE, LG&E and KU do not anticipate requirements
for nitrogen oxide reductions beyond those currently required under the Cross State Air Pollution Rule.

In 2010, the EPA finalized revised NAAQS for sulfur dioxide and requlred 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
efferson County in Kentucky. Attainment must be achieved by 2018. Based on regulatory developments to date, PPL, LKE, LG&E
_nd KU expect that certain previously required compliance measures, such as upgraded or new sulfur dioxide Scrubbers and
additional sulfur dioxide limits at certain plants and the retirement of coal-fired generating units at LG&E's Cane Run plant and KU's
Green River plant, are sufficient to achieve compliance with the new sulfur dioxide and ozone standards.
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Mercury and Air Toxics Standards (MATS)

In February 2012, the EPA finalized the MATS rule requiring reductions of mercury and other hazardous air pollutants from fossil-
fuel fired power plants, with an effective date of April 16, 2012. In a subsequent judicial challenge, the U.S. Supreme Court held that
the EPA failed to properly consider costs when deciding to regulate hazardous air emissions from power plants under MATS. The
U.S. Supreme Court remanded the matter to the D.C. Circuit Court Wthh in December 20135, remanded the rule to the EPA without
vacatmg it. The EPA has proposed a supplemental finding regarding costs of the rule. The EPA's MATS rule remains in effect during
the pendency of the ongoing proceedings.

LG&E and KU have installed significant controls in response to the MATS rule and in conjunction with compliance with other
environmental requirements, including fabric-filter baghouses, upgraded Scrubbers or chemical additive systems for which
appropriate KPSC authorization and/or ECR treatment has been received. LG&E and KU have received KPSC approval for a
compliance plan providing for installation of additional MATS-related controls; however, the estimated cost of these controls is not
expected to be significant for either LG&E or KU.
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“lew Source Review (NSR)

The NSR litigation brought by the EPA, states and environmental groups against coal-fired generating plants in past years continues to
proceed through the courts. Although none of this litigation directly involves PPL, LKE, LG&E or KU, it can influence the permitting
of large capital projects at LG&E's and KU's power plants, the costs of which cannot presently be determined but could be significant.

Climate Change

There is continuing world-wide attention focused on issues related to climate change. In June 2016, the President announced that the
United States, Canada and Mexico have 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

“amework for the reduction of greenhouse gas (GHG) emissions from both developed and developing nations. Although the
greement 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. has committed to an initial reduction target of 26% to 28% below
2005 levels by 2025. The March 2017 Executive Order directed the EPA to review proposed and final rules relating to greenhouse gas
reductions for consistency with certain policy directives and suspend, revise, or rescind those rules as appropriate. Additionally, the
March 2017 Executive Order 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 U.K. 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 included in WPD's current
operating expenses.

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

As further described below, the EPA finalized rules imposing GHG emission standards for both new and existing power plants. The

" “PA has also issued a proposed federal implementation plan that would apply to any states that fail to submit an acceptable state

_mplementation plan under these rules. The EPA's authority to promulgate these regulations under Section 111 of the Clean Air Act

" has been challenged in the D.C. Circuit Court by several states and industry groups. On February 9, 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.
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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

" zcause this technology is not presently commercially viable, the rule effectively precludes the construction of new coal-fired plants.
he standard for NGCC power plants is the same as what the EPA proposed in 2012 and is not continuously achievable. The

preclus1on of new coal-fired plants and the compliance difficulties posed for new natural gas-fired plants could have a significant

industry-wide impact.

The President's March 2017 Executive Order requires the EPA to review the rules for new and existing power plants and suspend,
revise or rescind them as appropriate.

The EPA’s Clean Power Plan

The EPA's rule for existing power plants, referred to as the Clean Power Plan, was published in the Federal Register in October 2015.
The 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
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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

h 5 2012 emissions rate and under a mass-based approach it would need.to make a 36% reduction. These reductions are significantly

*. ___ireater than initially proposed and present significant challenges to the state. If the Clean Power Plan is ultimately upheld and

Kentucky fails to develop an approvable implementation plan by the apphcable 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. Various states, industry groups and individual companies
including LKE have filed petitions for reconsideration with EPA and petitions for review with the D.C. Circuit Court challenging the
Clean Power Plan. In February 2016, the U.S. Supreme Court stayed the rule pending the D.C. Circuit Court's review. In light of the
President's March 2017 Executive Order the next steps in this litigation are unclear. Additionally, the EPA has commenced review of
the;Clean Power Plan and related actions, as directed by the President' s[March 2017 Executive Order, to determine whether various
rules should be suspended, revised or rescinded. 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 shall be based on emission reductions,
fficiency measures and other improvements available at each power plant rather than renewable energy, end-use energy efficiency,
+fnel 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.

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, if any.

Water/Waste

(PPL, LKE, LG&E and KU)

R

Joal Combustion Residuals (CCRs)
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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
squirernents for covered CCR impoundments and landfills include implementation of groundwater monitoring and commencement or
.- _ompletion 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. Kentucky is close to finalizing a state rule aimed at reflecting the requirements of the federal rule.
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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
CR rule requirements, LG&E and KU also received KPSC approval for their plans to close impoundments at the retired Green River,
_ineville and Tyrone plants to comply with applicable state law requirements. See Note 6 for additional information.

In connection with the final CCR rule, LG&E and KU recorded adjustments to existing AROs during 2015 and 2016. See 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.

Effluent Limitations Guidelines (ELGSs)

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, but the requirements of the rule must be fully
implemented no later than 2023. 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. LG&E and KU are developing
compliance strategies and schedules. PPL, LKE, LG&E and KU are unable to fully estimate compliance costs or timing at this time,
although certain preliminary estimates are included in current capital forecasts for applicable periods. Costs to comply with ELGs or
other discharge limits, which are expected to be significant, are subject to rate recovery.

Seepages and Groundwater Infiltration

~Jeepages 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 reasonable possible losses cannot currently be estimated. Depending on the circumstances in each case, certain costs, which
may be subject to rate recovery, could be significant.
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(All Registrants)
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“w/aters of the United States (WOTUS)

The U.S. Court of Appeals for the Sixth Circuit has issued a stay of the EPA's rule on the definition of WOTUS pending the court's
review of the rule. The effect of the stay is that the WOTUS rule is not in effect anywhere. On February 28, 2017, the President issued
an Executive Order directing the EPA and the U.S. Army Corps of Engineers to review the rule for consistency with certain policy
directives and rescind or revise it as appropriate. Additionally, the Executive Order directs the agencies to interpret certain
jurisdictional provisions in a manner consistent with specified U.S. Supreme Court precedent. The ultimate outcome of the pending
judicial and regulatory reviews of the rule remains uncertain. Because of the strict permitting programs already in place in Kentucky
and Pennsylvania, the Registrants do not expect the rule to have a significant impact on their operations.
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Other Issues

On June 22, 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(All Registrants)

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 information on the condition of such additional sites and are therefore unable to estimate any potential liability they may
have or a range of reasonably possible losses, if any, related to these matters.

At March 31, 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
- -panufacturing. As a result of the EPA's evaluation, individual states may establish stricter standards for water quality and soil cleanup.
_‘his 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.
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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
‘verse 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.
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Other
“abor 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 is 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.

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
sngage.

|

(PPL)
PPL fully and unconditionally guarantees all of the debt securities of PPL Capital Funding.
(All Registrants)

The table below details guarantees provided as of March 31, 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 March 31, 2017 and December 31, 2016
was $22 million for PPL-and $17 million for LKE. 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.

N

Exposure at Expiration
March 31, 2017 Date
PPL
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Guarantee of inventory value__ . e e 9 2018
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LKE

‘Indemnification of lease termination and other divestitures ) o B o ) 301 (_e_)‘ _ 2021 - 2023
LG&EandKU = = ) . L L N
LG&E and KU guarantee of shortfall related to OVEC (63}

(a) = Indemnifications related to certain liabilities, including a specific unresolved tax is%ue 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 subseqiient 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.
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" contracts, PPL Electric has guaranteed to purchase any remaining inventory that has not been used or sold.

©)

®

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 followmg the transactions or upon the condition that the purchasers make reasonable efforts to
terminate the guarantees. Addmonally, WPD and its affiliates remain secondarily responsible for lease payments under certain leases that they have assigned to
third parties.

Relates to certain obligations of discontinued or modified electric associations that were guaranteed at the time of privatization by the participating members.
Costs are allocated to the members and can be reallocated if an existing member be?omes insolvent. At March 31, 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.

A third party logistics firm provides inventory procurement and fulfillment services. The logistics firm has title to the inventory, however, upon termination of the

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 guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million, exclusive
of certain items such as government fines and penalties that 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 panel's decision interpreting this matter. In October 2014, LKE's indemnitee filed a motion for discretionary review with the Kentucky
Supreme Court seeking to overturn the arbitration decision, and such motion was denied by the court in September 2015. In September 2015, 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 indemnification obligations in the WKE matter remal‘n 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 also conducted certain settlement
discussions, 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.

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 propomonate share of OVEC's outstanding debt was $120 million at March 31, 2017, consisting of LG&E's share of $83 million and KU's share
of $37 million. The maximum exposure and the expiration date of these potential obllganons 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 and accelerated
maturities of OVEC's existing short and long-term debt. 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 warranties related to services or equipment and vary in duration. The
amounts of these guarantees often are not explicitly stated, and the overall maximum amount of the obligation under such guarantees
cannot be reasonably estimated. Historically, no significant payments have been made with respect to these types of guarantees and
the probability of payment/performance under these guarantees is remote.

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

10. Related Party Transactions

“Support Costs(PPL Electric, LKE, LG&E and KU)
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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

‘, ‘mployees to allocate indirect costs. LKS bases its indirect allocations on the subsidiaries’ number of employees, total assets,

. s=venues, number of customers and/or other statistical information. PPL Services, PPL EU Services and LKS charged the following
amounts for the periods ended March 31, 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.
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In addition to the charges for services noted above, LKS makes payments on behalf of LG&E and KU for fuel purchases and other
costs for products or services provided by third parties. LG&E and KU also provide services to each other and to LKS. Billings
between LG&E and KU relate to labor and overheads associated with union and hourly employees performing work for the other
company, charges related to jointly owned generating units and other miscellaneous charges. Tax settlements between LKE and

LG&E and KU are reimbursed through LKS.

Intercompany Borrowings(LKE)

LKE maintains a $225 million revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on a
-- ghort-term basis at market-based rates. The interest rates on borrowmgs are equal to one-month LIBOR plus a spread. At March 31,

‘017 and December 31, 2016, $82 million and $163 million were outstandmg and reflected in "Notes payable with affiliate" on the
~3alance Sheets. The interest rates on the outstanding borrowing at March 31, 2017 and December 31, 2016 were 2.29% and 2.12%.

In November 2015, LKE entered into a $400 million ten-year note with a PPL affiliate with an interest rate of 3.5%. At March 31,
2017 and December 31, 2016, the note was reflected in "Long-term debt to affiliate” on the Balance Sheets. Interest expense on this

note was not significant at March 31, 2017 and 2016.

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)
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"Other Income (Expense) - net" for the three months ended March 31, 2017 and 2016 consisted primarily of gains (losses) on foreign

currency contracts to economically hedge PPL's translation risk related to its GBP denominated earnings in the U.K. See Note 13 for
additional information on these derivatives.

2. 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 liabilitiés is measured on a net basis. Transfers
between levels are recognized at end-of-reporting-period values. During the three months ended March 31, 2017 and 2016, there were
no transfers between Level 1 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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March 31, 2017 December 31, 2016
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
JPL
Assets_ o o o _ B
| Cashandcashequivalents ~ $ 409 § 409 $  — §  — § 341 $ 341 § — $ - —
Restricted cash and cash equivalents
(a) 25 25 — — 26 26 — —
N P_ritcg risk management assets (b): . _ _ - S
Foreign currency contracts 20— 1200 - 2 — oo =
Cross-currency swaps 179 L — 179 — 188 — 188 —
Total price risk management assets 379 — 379 — 399 — 399 —
Total assets . §. 813 $ -43% $ 319 § — $ 766 $ 367 $ - 399 § —
Liabilities } B B ~
Price risk_ management liabiljﬁes (b): i - o
Interest rate swaps_ $ 29 8 . — $ 29 § — 3 3 8 — $ 31 $ . —
quei gn currency contracts 50 — 50 — 27 — 27 —
j\ r}_'rqtq!;pri'(:e risk management liabilities -$ 9 $ — $ 79 $ — § 58 $ — $ 8 $ - —
/. .
PPL Electric
Assets
. Cash and cash equivalents $ . 20 § 20 $ — 3 —% 1B % 13 $ - $
Restricted cash and cash equivalents
@ o 2 2 — — 2 2 . — —
Total assets - 8 2% 2§  — $ — § 15 $ 5 $ © — § —
As§ets_ ) i
, Cash and cash equivalerits $ 15§ 15§ — 3 — $ 13 % 3 35  — 5 =
" Cash collateral posted to
N couqt;:xpz}rt?es (©) ] 2 2 — — 3 3 — —
Totalagsets . $ 17 s 7 $  — % — 5§ 16 % 16 $ . — 8§ —
Liabilities :
Price risl_( management 1iabilities:
) _Interest rate swaps $ 29 § — $ 29 s — .3 31§ — 3 31 8% —
Total price risk management liabilities $ 29 § — 3 29 3 — 31 % —  $ 31§ —
Lo - - -~ -
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Assets o o . ) B .
.~ . .. Cash and cash equivalents $ 4 5 4 % - 8 3 5 5 3 - 8% =
. " Cash collateral posted to ° i :

7 __counterparties (¢) 2 2 — 3 3 — —
Total assets $ 6 $ 6 $ — 3 3 8 8 $ — —
Liabilities o o ) o )

___ Price risk management liabilities: 3 } - . -
Interest rate swaps $ 29 $ — 3 29 % $ 31 — 3 31 $ —

Total price risk management labilities $ 29 $ — 3 29 % 3 31 — 3 31§ —
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March 31, 2017 December 31, 2016
7 Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
e Assets o B . i )
- Cash and cash equivalents %8 7 8 7§ — § — 3 7 8 7 % — 3 —
Total assets % 7 3 7 § — 3 — 3 7 $ 7 $ — —

(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.

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

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

To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed
swaps and fixed-to-floating swaps. To manage foreign currency risk, PPL uses foreign currency contracts such as forwards, options
and cross-currency swaps that contain characteristics of both interest rate and foreign currency contracts. An income approach is used
to measure the fair value of these contracts, utilizing readily observable inputs, such as forward interest rates (e.g., LIBOR and
government security rates) and forward foreign currency exchange rates (e.g., GBP), as well as inputs that may not be observable,
such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained to value credit risk and

- “ierefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on
_listorical 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(All Registrants)

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

March 31,2017 ) December 31, 2016
Carrying Carrying
_ Amount (a) Fair Value Amount (a) Fair Value

PPL S 835§ 21646 S 1836 $° 21355

PPL }E:l.ect;ic_ ) 2,832 3,141 2831 3,148

LKE e ) o o 5,066 . 5472 5065 . 5439
G&E o - 1,618 1720 1617 1,710

®u. o . o 2327 Coas 2327 _ 12514
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(a) Amounts are net of debt
issuance costs.

The carrying 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 chaired by the
Senior Director-Risk Management, oversees the risk management function. Key risk control activities designed
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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
“ad 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 earnings caused by
changes in commodity prices, interest rates and foreign currency exchange rates. Many of the contracts meet the definition of a
derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless NPNS is elected.

The following summarizes the market risks that affect PPL and its 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 are sponsored at, or sponsored on behalf of, the regulated
domestic utilities and for certain plans at WPD due to the recovery mechanisms in place.

Foreign currency risk

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

Commodily price risk

PPL is exposed to commodity price risk through its domestic subsidiaries as described below.
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PPL Electric is exposed to commodity price risk from its obligation as PLR; however, its PUC-approved cost recovery
mechanism substantially eliminates its exposure to this risk. PPL Electric also mitigates its exposure to 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.

Vo7umetric risk

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

WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. 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-ED1.

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.

Equity securities price risk

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

significantly mitigated at the regulated domestic utilities and for certain plans at WPD due to the recovery mechanisms in
place.
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. PPL is exposed to equity securities price risk from future stock sales and/or
purchases.

i ~redit 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 LG&E, KU or PPL Electric defaults on its obligation, those entities would be required to seek replacement
power or replacement fuel in the market. In general, subject to regulatory review or other processes, appropriate incremental costs
incurred by these entities would be recoverable from customers through applicable rate mechanisms, thus mitigating the financial risk
for these entities.

PPL and its subsidiaries have credit policies in place to manage credit risk, including the use of an established credit approval process,
" aily monitoring of counterparty positions and the use of master netting agreements or provisions. These agreements generally include
' . redit mitigation provisions, such as margin, prepayment or collateral requirements. PPL and its subsidiaries may request additional

credit assurance, in certain circumstances, in the event that the counterparties' credit ratings fall below investment grade, their tangible

net worth falls below specified percentages or their exposures exceed an established credit limit.

Master Netting Arrangements

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

PPL had a $13 million obligation to return cash collateral under master netting arrangements at March 31, 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 March 31, 2017 and December 31,
2016.

PPL, LKE and LG&E posted $2 million of cash collateral under master netting arrangements at March 31, 2017 and $3 million of
cash collateral under master netting arrangements at December 31, 2016.
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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. Various financial derivative
instruments are utilized to adjust the mix of fixed and floating interest rates in their debt portfolio, adjust the duration of the debt
portfolio and lock in benchmark interest rates in anticipation of future financing, when appropriate. Risk limits under PPL's risk
management program are designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt
portfolio due to changes in benchmark interest rates. 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. PPL held no such contracts at March 31, 2017.
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For the three months ended March 31, 2017 and 2016, PPL had no hedge ineffectiveness associated with interest rate derivatives.

k‘t March 31, 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 months ended March 31, 2017 and 2016, PPL had no hedge ineffectiveness associated with cross-currency interest rate
swap derivatives.

Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the
originally specified time period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that
the hedged transaction is not probable of occurring.

For the three months ended March 31, 2017 and 2016, PPL had an insignificant amount of cash flow hedges reclassified into earnings
associated with discontinued cash flow hedges.

At March 31, 2017, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be
reclassified into earnings 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 a terminated swap contract, are recoverable through regulated rates, any subsequent changes in
fair value of these derivatives are included in regulatory assets or liabilities until they are realized as interest expense. Realized gains
and losses are recognized in "Interest Expense” on the Statements of Income at the time the underlying hedged interest expense is
recorded. At March 31, 2017, LG&E held contracts with a notional amount of $147 million that range in maturity through 2033.

Foreign Currency Risk

(PPL)

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

PPL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD.
There were no such contracts outstanding at March 31, 2017.

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

Economic Activity

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At
March 31, 2017, the total exposure hedged by PPL was approximately £2.8 billion (approximately $3.8 billion based on contracted
rates). These contracts had termination dates ranging from April 2017 through December 2019.

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.
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Changes in the fair value of derivatives not designated as NPNS are recognized in earnings unless specific hedge accounting criteria
are met and designated as such, except for the changes in fair values of LG&E's and KU's interest rate swaps that are recognized as

_ regulatory assets or regulatory liabilities. See Note 6 for amounts recorded in regulatory assets and regulatory liabilities at March 31,
* 217 and December 31, 2016.

See Notes 1 and 17 in each Registrant's 2016 Form 10-K for additional information on accounting policies related to derivative
instruments.

(PPL)

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

March 31, 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
- - Zurrent:
Price Risk Management
Assets/Liabiliti_es (2_1):
Interest rate swaps . |
®) . 8 — 3 — $ — 4 $ — % - 3 — $ 4
Cross-currency
) swaps _(b) . 32 — — — 32 — = —
" Foreign currency ) . . ‘
contracts "’ o — — 63 T 43 — — © 31 21
Tota{_cqrrept 32 — 63 47 32 — 31 25
Noncurrent: - -
__ Price Risk Management
Assets/Liabilities (a): } _
Interest rate swaps
T O o - = — 5 = - - .z
i Cross-currency ] ' ‘ . :
v swaps(®d) 147 —. T & R S
Foreign currency
B contracts o — — 137 7 — — 180 6
. Total . }
noncurrent 147 — 137 32 . 156 — 180 33
] Total derivatives $ 179  $ — $ 200 % 79 $ 188 § — $ 211 $ 58

AN

(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.
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(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
ligbilities for the periods ended March 31, 2017.
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Three Months
Gain (Loss)
Derivative Gain Recognized
(Loss) Recognized in Gain (Loss) n;)lnc_on;;a
OCI (Effective Portion am SS. on perivative
(Eifectt ) Reclassified (Ineffective
Location of from AOCI Portion and
Gain (Loss) into Amount
Recognized Income Excluded from
Derivative in Income (Effective Effectiveness
Relationships Three Months on Derivative Portion) Testing)
Cash Flow Hedges: o L L } : R
Interest rate swaps o $ ) — Interest expense @ . ) a
' TOSS-CUITENCY SWaps i i ® Interest expense o 1 o
o B Other income (expense) - net 3 —
'I‘oia! ) o . $ 8) 2 M
‘Net Investment Hedges: i i ] ) i i i ) i
Foreign currency contracts $ —
Derivatives Not Designated as Location of Gain (Loss) Recognized in
Hedging Instruments Income on Derivative Three Months
'F?{f’ifén currency contracts ' ) o Other income (é)gpense) - nét B ) o s N
Interest rate swaps ] Interest expense _ ) @
o \\ B . o o ' ) Total ) ) ) N o $ (45)
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets Three Months
Interest rate swaps ) . .
' : _Regulatory assets - noncurrent o ) 3 2

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 March 31, 2016.

Three Months
Derivative Gain Gain (Loss)
(Loss) Recognized in Recognized
OCI (Effective in Income
Portion) Gain (Loss) on Derivative
Reclassified (Ineffective
Location of from AOCI Portion and
Gain (Loss) into Amount
Recognized Income Excluded from
Derivative in Income (Effective Effectiveness
Relationships Three Months on Derivative Portion) Testing)
Cash Flow Hedges: i N
. Interest rate swaps % (18) Interest expense (1) i —
) Cross-currency swaps 113 Interest expense 1 —
) . L L i Ot_her_incgme (expense) - net 97 —
Total $ 95 97 —
Net Investment Hedges:” . S
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Foreign currency contracts $ 3

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

~

; Hedging Instruments Income on Derivative Three Months
'ﬁ)reign currency contracts . ' ) ’

Interest rate swaps

Other income (expense) -net o o '_ -$ _ . .60

Interest expense 2)
N i Total ' C o
, . . .
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets Three Months
Interest rate swaps ’ : Regulatory assets - noncurrent $ (6)
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(LKE and LG&E)

" he following table presents the fair value and the location on the Balance Sheets of derivatives not designated as hedging
_Jstruments.

March 31, 2017 December 31, 2016
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
o Aﬁsgts/Lial?ilit_ie_s: ) _ B ) } o i
__ Interest rate swaps o s __— 3 4 3 ' — '3 ] - 4
L Total current i o — 4 — 4
jNoéi:urgeniE_ o )
_P’p_cc_:_ Risk Management i i i i
_ Assets/Liabilities:
B ~I_nter_es_t rateswaps o ' — - 25 — 27
‘Total noncurrent - o . . — 25 — ) 27
Total derivatives $ — 3 29 $ — 8 31

! \ ‘he following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or
. «zgulatory assets for the periods ended March 31, 2017.

Location of Gain (Loss) Recognized in

Derivative Instruments Income on Derivatives Three Months
Interest rate swaps . Interest expense : $ . )

Location of Gain (Loss) Recognized in
Derivative Instruments Regulatory Assets Three Months
Interest rate swaps o ’ " 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 March 31, 2016.

Location of Gain (Loss) Recognized in

Derivative Instruments Income on Derivatives Three Months
Interest rate swaps Interest expense ' $ ) .

Location of Gain (Loss) Recognized in

. Derivative Instruments Regulatory Assets Three Months
Intefest rate-swaps _ Regulatory assets - noncurrent. ’ -8 " (®)

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

_.?PL, 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
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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

- acreements. The table below summarizes the derivative positions presented in the balance sheets where a right of setoff exists under
-ese arrangements and related cash collateral received or pledged.

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

March 31, 2017
Treasury D Denvatlves i i ) o L
! PPL 3 379§ 49 $ 13 $ 317 % 79 $ 49 $ 2 $- 28

LKE — — — — 9 — - 2 7

LG&E . — — . — — . 29 — 2 7
December 31, 2016
Treasury Dsﬁvatives i ] B B

CPRL - 27 s 19 $ 33 $ 8 8 27§ 3 § 28

LKE — — — - 31 A - 3 28

| iicee - = - L o m s g

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
“~rminate the contract if the applicable credit rating were to fall below investment grade. Some of these features also would allow the

Jounterparty to require additional collateral upon each downgrade in credit rating at levels that remain above investment grade. In
either case, if the applicable credit rating were to fall below investment grade, and assuming no assignment to an investment grade
affiliate were allowed, most of these credit contingent features require either immediate payment of the net liability as a termination
payment or immediate and ongoing full collateralization on derivative instruments in net liability positions.

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

(PPL, LKE and LG&E)

At March 31, 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:

) PPL LKE LG&E
Aggregate fa1r value of denvauve mstruments ina net 11ab111ty posmon thh credlt rlsk related : . ’ ;

contingent features i _ ) , 3 128 12 8 - 12
Aggregate falr value of collateral posted on these denvatlve mstruments 2 2 2
Aggregate fair value of addmonal collateral requ1rements in the event of a credlt down grade . T |

below investment grade (a) » ) } ] 10 _ 10 . L
(a) Includes the effect of net receivables and payables already recorded on the

Balance Sheet.
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14. Goodwill and Other Intangible Assets

(PPL)

The change in the carrying amount of goodwill for the three months ended March 31, 2017 was due to the effect of foreign currency
exchange rates on the U.K. Regulated segment.

The change in the carrying amount of other intangible assets for the three months ended March 31, 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
Baiance at December 31,2016 s 488 8 43§ 145§ 288
Accretion 5 5 2 3
lei:gation§ settled___‘ A “_W . (6) - ] 6) . ' B (‘i) L (25
Balance at March 31, 2017 $ 487 $ 432 3 143 % 289

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.

16. Accumulated Other Comprehensive Income (Loss)

7 (PI;L)

The after-tax changes in AOCI by component for the periods ended March 31 were as follows.
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- ibecember 31,2016 _

Amounts arising during the period

Reclassifications from AOCI

March 31,2017 _

inécémper 31,2015 -

Amgur_lts arising durir}_g me_perioq
Req!?ssiﬁcaﬁons from AOCI

Net OCI during the period

March 31,2016

(PPL)

Foreign Unrealized gains Defined benefit plans
currency (losses) Actuarial
translation on qualifying service gain
adjustments derivatives (loss) Total
a.62m ™ ® @135 5 G71)
@4 © - - L
— ) — 32 31
24) @) — 32 1
(1,651) (14) 8) (2,103) $ ' 3,777)
(520) @) © (2,'195) $ (2,728)
64 80 - - L0
_ (78) — 31 47
(464) 2 — 31 431)
(984) (3) 6) . (2,164) - $ (3,159)

““The following table presents the gains (losses) and related income taxes for reclassifications from AOCI for the periods ended March
31. The defined benefit plan components of AOCI are not reflected in their entirety in the Statement of Income during
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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 Affected Line Item on the
Details about AOCI 2017 2016 Statements of Income
Qualifying derivafi\_/_e_s o o ) o ) o o i L A
. _Interest rate swaps ' N e o , A T ) N B .. (1) [InterestExpense B,
Cross-currency swaps o 3 97¢ pth/er Invct_)rme (E)_(pf:ps_e_):—r}q -
. 1 . 1 Interest Expense
Total Pre-tax . A .
Income Taxes - ) . ) . ) : ) —_ (19). o
Total Af{gr-tax ) o . o _ o 1 78 -
I_)eﬁnec.i‘be_m_aﬁt_p_la_ns_ ) A _ . Lo -
. Net actuarial loss ) (41 * (40) o
Total Pre-tax o ) @y 40 )
Incore Taxes L _ ‘ 9 9
Total After-tax o o o (32) 3y -
- Total reclassifications during the period $ 31 $ 47

" 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.

“or public business entities, this guidance can be applied using either a full retrospective or modified retrospective transition method,
eginning in annual reporting periods after December 15, 2017 and interim periods within those years. The Registrants will adopt this
~ guidance effective January 1, 2018.
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The Registrants have performed an assessment of a significant portion of their revenue under this new guidance to determine its effect
on their current revenue recognition policies, and at this time they do not believe it will have a material impact. However, the
Registrants will continue to monitor the development of industry specific application guidance which could have an impact on their
assessments. The Registrants are currently assessing the disclosure requirements included in the standard, which will result in

__increased information being provided to enable the users of the financial statements to understand the nature, amount, timing and
“1certainty of revenue arising from contracts with customers. The Registrants will determine the transition method they will apply

_iter the industry specific application guidance is final and the implications of using 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 lines.

Lessor accounting under the new ghidance 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 current practice, lessors will classify leases as operating, direct financing,
or sales-type.
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The standard is effective for public companies for fiscal years, and interim periods within those fiscal years, b.eginning after pecember
15, 2018. Early adoption is permitted. The new standard must be adopted using a modified retrospective transition, and prov1.des for'
certain practical expedients. Transition will require application of the new guidance at the beginning of the earliest comparative period
~ esented.

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

Accounting for Financial Instrument 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.

"’he 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 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 are currently assessing the impact of adopting this guidance and will adopt this guidance effective January 1, 2018.

(PPL, LKE, LG&E and KU)
_ 3implifying the Test for Goodwill Impairment

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 of the implied fair value of goodwill, which is
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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.

r,,“ar 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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ltem 2. Combined Management's Discussion and Analysis of Financial Condition and

Results of Operations

(All Registrants)

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

i ;'Management‘s Discussion and Analysis of Financial Condition and Results of Operations” includes the following information:

e "Overview" provides a description of each Registrant's business strategy 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 months ended March 31, 2017 with the same
period in 2016. For PPL, "Results of Operations” also includes "Segment Earnings" and "Margins” which provide a
detailed analysis of earnings by reportable segment. These discussions include non-GAAP financial measures, including
"Earnings 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 earnings. For PPL Electric, LKE, LG&E and KU, a summary of
earnings 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.

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

Overview
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\‘ltroduction

(PPL)

PPL, headquartered in Allentown, Pennsylvania, is a utility holding company. PPL, through its regulated utility subsidiaries, delivers

electricity to customers in the U.K., Pennsylvania, Kentucky, Virginia and Tennessee; delivers natural gas to customers in Kentucky;
and generates electricity from power plants in Kentucky.

PPL's principal subsidiaries are shown below (* denotes a Registrant).

N
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PPL Corporation*
PPL Capital Funding
e Provides financing for the
operations of PPL and certain
subsidiaries
PPL Global LKE* PPL Electric*
e Engages in the regulated ® Engages in the regulated
distribution of electricity in the transmission and distribution of
UK. electricity in Pennsylvania
LG&E* KU*
e Engages in the regulated e Engages in the regulated
generation, transmission, generation, transmission,
distribution and sale of electricity distribution and sale of
and distribution and sale of electricity, primarily in
natural gas in Kentucky Kentucky
L VK. = . ..U .Kentucky = - _' _Pennsylvania:
. "‘Regulated Segment - - Regulated Segment 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 U.K. 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)
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PL Electric, headquartered in Allentown, Pennsylvania, is a direct wholly owned subsidiary of PPL and a regulated Rublic utility tpat
- 1s an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is subject to regulation
as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal
Power Act. PPL Electric delivers electricity in its Pennsylvania service area and provides electricity supply to retail customers in that
area as a PLR under the Customer Choice Act.

(LKE)

_ LKE, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility
“perations through its subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in
.:1e 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

-« public utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal
ower Act.
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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 Regulatory Authority, and certain of its transmission and wholesale power
activities are subject to the jurisdiction of the FERC under the Federal Power Act. KU serves its Virginia customers under the Old
" Dominion Power name and its Kentucky and Tennessee customers under the KU name.

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 earnings 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 RAYV, as applicable, driven by planned significant capital
expenditures to maintain existing assets and improve system reliability and, for LKE, LG&E and KU, to comply with federal and state
environmental regulations related to coal-fired electricity generation facilities. Additionally, significant transmission rate base growth
is expected through at least 2020 at PPL Electric.
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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
\ ility 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 prudently incurred costs.

Rate base growth in the domestic utilities is expected to result in earnings growth for the foreseeable future. In 2017, earnings 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 U.K. Regulated segment through the RIIO-ED1 price control period which ends on March 31, 2023
and to result in earnings growth after 2017. See "Item 1. Business - Segment Information - UK. Regulated Segment" of PPL's 2016
Form 10-K for additional information on RIIO-ED]1.

To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to
maintain their investment grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and
operational risk management programs that, among other things, are designed to monitor and manage exposure to earnings and cash
flow volatility, as applicable, related to changes in interest rates, foreign currency exchange rates and counterparty credit quality. To
manage these risks, PPL generally uses contracts such as forwards, options and swaps. See "Financial Condition - Risk Management"
below for further information.

Earnings generated by PPL's U K. 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 U.K. subsidiaries also have currency exposure to the U.S. dollar to the extent of their U.S. dollar denominated debt. To manage
these risks, PPL generally uses contracts such as forwards, options and cross-currency swaps that contain characteristics of both
interest rate and foreign currency exchange contracts.
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As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in
which we operate (U.K., U.S. federal and state). This is supported by our strong culture of integrity and delivering on commitments to
customers, regulators and shareowners, and a commitment to continue to improve our customer service, reliability and efficiency of
operations. :

N
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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 U K. formally notified the European Council of the European Union (EU) of its intent to withdraw from the
EU, thereby commencing the negotiation of 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 governing 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 U.K. economy and the GBP to U.S. dollar exchange rate.

PPL has executed hedges to mitigate the foreign exchange risk to the Company's U.K. earnings. As of April 20, 2017, PPL's foreign
exchange exposure related to budgeted earnings is 100% hedged for the remainder of 2017 at an average rate of $1.21 per GBP and
99% hedged for 2018 and 2019 at an average rate of $1.41 and $1.32 per GBP.

?PL 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 of the actions taken by the U.K. government to withdraw from the EU, although such

impacts could be significant.
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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, 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, ELGs, and MATS. See Note 9 to the Financial Statements for a discussion of the other
significant environmental matters.

Rate Case Proceedings

(PPL, LKE, LG&E and KU)

On November 23, 2016, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates of approximately
$103 million at KU and an increase in annual base electricity and gas rates of approximately $94 million and $14 million at LG&E.
The proposed base rate increases would result in an electricity rate increase of 6.4% at KU and electricity and gas rate increases of
8.5% and 4.2% at LG&E. LG&E's and KU's applications include requests for CPCNs for implementing an Advanced Metering
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
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System program and a Distribution Automation program. The applications are based on a forecasted test year of July 1, 2017 through
June 30, 2018 and a requested return on equity of 10.23%.
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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 provide for increases in annual revenue requirements associated with KU base electricity rates of $55 million, LG&E base
“ectricity rates of $59 million and LG&E base gas rates of $8 million, reflecting a return on equity of 9.75%, and the withdrawal of

. _..G&E's and KU's request for a CPCN for the Advanced Metering System. The proposed stipulations would result in a base electricity

rate increase of 3.4% at KU and base electricity and gas rate increases of 5.4% and 2.3% at LG&E. The proposed stipulations remain
subject to KPSC approval. If approved, new rates and all elements of the stipulations would be effective July 1, 2017. A public
hearing on the applications is scheduled to commence on May 9, 2017. LG&E and KU cannot predict the outcome of these
proceedings.

(PPL, LKE and KU)

On October 31, 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. On December 30, 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

-- cuitable amortization period.

Results of Operations

(PPL)

““"he "Statement of Income Analysis" discussion below describes significant changes in principal line items on PPL's Statements of
‘ncome, comparing the three months ended March 31, 2017 with the same period 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 "Earnings from Ongoing Operations" and "Margins," and provide explanations of the non-GAAP financial measures and a
reconciliation of those measures to the most comparable GA AP measure. The "2017 Outlook" discussion identifies key factors
expected to impact 2017 earnings.
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Tables analyzing changes in amounts between periods within "Statement of Income Analysis,” "Segment Earnings" 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, Earnings 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 months ended March 31, 2017 with the same period in 2016. The "Earnings" discussion provides a
summary of earnings. 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 March 31 includes the following results.

Three Months
2017 2016 $ Change
Operating Revenues _— ) : $ 1951 % 2,011 .- (60)
Operating Expenses ) ) ) ;
[ 'Operation _ ) . )
‘ Fuel A ) 1_91 ] 197 o _(6)
Energy purchases i N 215 0 233 (18)
Other operation an_d mai_n;enanc_:e i 432 ) 450 (18)
" Depreciation 242 229, .13
) Ta)ggs, ot_}ger }hap income i 75 79 4
., Total Qp_crati_ng Expenses 1,155 ' 1,188 (33)
Oth_er Income _(Exp}ense) - net [CY)) ] 61 B _(1(_)8) )
Interest Expense 217 224 .
Incl(_J_mq Taxes i B ) i 129 179 (50)
NetIncome o ' _ 8 403 $ -~ 481 (78)
Operating Revenues
The increase (decrease) in operating revenues for the period ended March 31, 2017 compared with 2016 was due to:
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Domestic:

. PPL Electric Distribution price (a)
PPL Electric Disu;ibutjon yqlu_me N
_ /" PPLElectric PLR Revenue (b)
PPL Eleptn'c Trans_mission Formula Rate
,- __LKE Volumes )
__LKE Fuel and other energy prices (c)

. . /LKEDSM
Other
" - " Total Domestic

U_.K.:

Price

Volume
' Foreign currency exchange rates
Other
_ Total UK.
Total

(a) Distribution rider prices resulted in increases of $12 million for the three months ended March 31,

2017.

(b) Decreased primarily due to lower energy purchase prices at
PPL Electric.

=) Increased due to higher recoveries of fuel and energy purchases primarily as a result of higher commodity costs at LKE.

Energy Purchases

Three Months

R
_Loen

G
M
(33)
58
_06)

@D
$ (60)

Energy purchases decreased $18 million for the three months ended March 31, 2017 compared with 2016, primarily due to a $23
million decrease in PLR prices, partially offset by a $3 million increase in PLR volumes at PPL Electric.
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Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the period ended March 31, 2017 compared with 2016 was due to:

Three Months
Domestic: r :

| PPLElectric Act 129 ) o ‘ o _ R T
PPL Electric payroll-related costs ) o - o L o - 2

* _ PPLElectricbad debts = o o _— ) L ] o . E))

Stock compensation expense o i o ) ) , 6

UK. o o ) ) ) ) o _ i i ) ) A
.. Network maintenance L : . - S LD

Foreign currency exchange rates i o ) o ] o _ L ) o ®

__Pension (a) L i ) o L R ¢ V)
. Othe S A S O B

Total _ ; o . : ) .. . _ 3 (18)

) The decrease was primarily due to an increase in expected returns on higher asset balances and lower interest costs due to a lower discount rate.

Depreciation

Depreciation increased $13 million for the three months ended March 31, 2017 compared with 2016, primarily due to additional assets
placed into service, net of retirements, partially offset by the impact of foreign currency exchange rates at WPD.

Other Income (Expense) - net

Other income (expense) - net decreased $108 million for the three months ended March 31, 2017 compared with 2016, primarily due

to changes in realized and unrealized gains (losses) on foreign currency contracts to economically hedge GBP denominated earnings
from WPD.

‘tterest Expense

The increase (decrease) in interest expense for the period ended March 31, 2017 compared with 2016 was due to:
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-

Long-term debt interest expense __ o ] o N . S R S

Foreign currency exchange rates ] ] ) ) ~ )

\\Et_hqr:. - ~ ] ) ; o : o S - . 4 .
~ Yotal $ Q)

Income Taxes

The increase (decrease) in income taxes for the period ended March 31, 2017 compared with 2016 was due to:

. _ ) Three Months
Change in pre-tax income at current period tax rates S o . , o . $ .39
U.S. income tax on foreign earnings - net of foreign tax credit N @
Impact of U.K. Finance Acts o ) L B} ; . PR &)/
Depreciation not normalized . 2)
Stock-based compensation . o : ) i ) ) - .3
Other )
Total . ) ) ) : o o o _ 3 (50)
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Segment Earnings

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

Three Months
2017 2016 $ Change
"U.K:.‘.nglvllatqd o o : . . . 3 (286§ .o ®s 0
Kentucky Regulated o . ) o S ] 9% o 1z L an
PennsylvaniaRegulated o . Y L . % sl 15
Corporate and Other (2) i _ ) ~ (57) (14) (43)
NetIncome - B o o % 403§ 481 $ (78)

(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 change in 2017 compared with 2016 is primarily due to the utilization of an estimated annual
effective tax rate, which requires the tax benefits realized in the current period to be recognized over the annual period. This impact is expected to reverse through
the remainder of the year.

Earnings from Ongoing Operations

Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an
alternative to net income, an indicator of operating performance determined in accordance with GAAP. PPL believes that Earnings
from Ongoing Operations is useful and meaningful to investors because it provides management's view of PPL's earnings performance
as another criterion in making investment decisions. In addition, PPL's management uses Earnings 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.

Earnings 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:

* Unrealized gains or losses on foreign currency-related 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.
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« Other charges or credits that are, in management's view, non-recurring or otherwise not reflective of the company's ongoing
operations.

“mrealized gains or losses on foreign currency economic hedges include the changes in fair value of foreign currency contracts used to
__i:dge GBP-denominated anticipated earnings. The changes in fair value of these contracts are recognized immediately within GAAP
earnings. Management believes that excluding these amounts from Earnings 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-
related economic activity.

PPL's Earnings from Ongoing Operations by reportable segment for the periods ended March 31 were as follows:

Three Months

L i - . 2017 2016 $ Change
EUZK‘;Rgg_g_latgd“ ] - » o 0§ 307 $ 25 $ 42
Kegt}{cky Regulated o o N ] . ) 96 o 1z ) (1)
Pensylvania Regulaed o o - 9 94 L as) |
Corporate and Other ) ) _ o i i (57) (13) “9
’}Ea_rmj'_ngs.frpm Ongoir_l;g Operations o ) A_ ) v 3 8 425 "4458 $ . | (33)

See "Reconciliation of Earnings from Ongoing Operations" below for a reconciliation of this non-GAAP financial measure to Net
Income.
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U.K. Regulated Segment

“he U.K. Regulated segment consists of PPL Global, which primarily includes WPD's regulated electricity distribution operations, the
results of hedging the translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes,
administrative costs and certain acquisition-related financing costs. The U.K. Regulated segment represents 71% of PPL's Net Income
for the three months ended March 31, 2017 and 39% of PPL's assets at March 31, 2017.

Net Income and Earnings from Ongoing Operations for the periods ended March 31 include the following results.

Three Months
_ 2017 2016 $ Changg

'Operétix}g revenues I_ L ) o . 3 ’568‘ $ 595§ ' -(27)
;(?Lhef‘ opgratiop ar_ld maiptepance . ) B . _ ) 6(_1 ) 97 o (3’:’;)
Depreciation - _ - - . o N ),
Taxes, other than income i o ) _ B 31 35 4)
;':I"qtgl operatigg»ex.ppnsps ) . L o ) A 150 192 k42)
Other Income (Expense) - net _ e @y e _ e
.Iqtegesg_Ez(pense . . ) g o 3 94_ B . 106 (12
- Income Taxes o ) _ B ) o ) 69 (74
L ,};et_l_gcom; o ' o i B ' _ o 286 . . 289 )
Less: Special Items ) o - L (1) 24 45)
.Eami'h;gg.fro_m Ongoing Operations ) _ o ) - - $ 3074 $ 265 % J 42

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and
are excluded from Earnings from Ongoing Operations during the periods ended March 31.

Three Months
Income Statement Line Item 2017 2016
[Foreign currency-related epqriom_ic hedges, net of tax of $12, ($13) (a) ) o ~_ Other Income (Expense) - net $ Q2n-$ 24
Total Special Items $ @en $ 24

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

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

_ Statement of Income line items.

Three Months
UK.
Gross margins o o L ) S i ) o B R T 70
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Other operation and maintenance

{ .. Depreciation_

Interest expense
o PO R C e - R e = - — e .
. e e e i o e e e e e A

Interest expcx;se and othc;' - - o ’ ; ) - ) o (1)

o g e emm e e e = e e e e e m - - - P e e = P BRI - - —- U v

Fo;e-ign 'currer;:y exc}iz;née, after-tax 4 - » 1)
e e e . - e — L —m P - e w3 _—_—

‘Barnings from Ongoing Operations - .. . T e

Specialitems, aftertax L L . 4s)
INet Income. ) o : N s 3)
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UK
See "Margins - Changes in Margins" for an explanation of U.K. Gross
Margins.

. Lower other operation and maintenance expense primarily due to $17 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 and $7 million from lower
network maintenance expense.

. Higher income taxes primarily due to an increase of $17 million from higher pre-tax income partially offset by a decrease of
$10 million primarily related to accelerated tax deductions.

Us.

. Lower income taxes primarily due to the tax benefit on accelerated pension contributions made in the first quarter of 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
" “nancing costs are allocated to the Kentucky Regulated segment. The Kentucky Regulated segment represents 24% of PPL's Net
- _rcome for the three months ended March 31, 2017 and 36% of PPL's assets at March 31, 2017.

Net Income and Earnings from Ongoing Operations for the periods ended March 31 include the following results.

Three Months
2017 2016 $ Change

fOp;.gating revenues o f ‘ : - $ 809 | '$ 826 $ . . an
IFl{e! o o o ] ) ) 191 i . "1_98' ] ) B (©)
fiinei'_gy purchases . _ » 69 . 66 .3
Qt&e{opﬁrﬁiop and yna_intenaynce ' o B o ‘ ) 207 i 202 o 5
“Dég;cciatig_n ' . ) o ‘ . 105, . 99 6
."I'aies, other than income ) o 7 , 16 15 1

:‘ Total operating expenses ) o ' T ' . 588 ‘580 ‘ ‘ 8
Other Income (Expense) - net o _ _ @ o (O e )
7 \’pt_eArﬂest Expense L | o . i i L ) 65 i ) 65 ) =
;Incpmera_{eg_ S ) 59 68 )
Netlucome L sz oan
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) — 1

Less: Sge_c_:ial Iterp_s o _ ) ) o .
$ 9% - $ 112  § (16)

‘Earnings from Ongoing Operations

\\"he following after-tax gains (losses), which management considers special items, impacted the Kentucky Regulated segment's results
_ .ad are excluded from Earnings from Ongoing Operations during the periods ended March 31.

Three Months
Income Statement Line Item 2017 2016
‘Adjg.stmer_lt to investment, net of tax of $0, $0 (a) _ o _ Other Income (Expense) - net $ P s —
$ 1P 8 —

Total Special Items

(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 items that management considers special on separate lines

and not in their respective Statement of Income line items.
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_ o i i i _ ___ Three Months
Kentucky Gross Margins . o . ) i . oy ay
" “ther operation and maintenance L o ) ~ ) L))
Eeprecmtlon L o = VRS )
- Taxes other than income i - )]
Income ‘Taxes » o B - . 9 .
Earnings from Ongomg Operauons ] ) i i e
Specxa] 1tems after-tax _ 0%
Net Income $ an
. See "Margins - Changes in Margins" for an explanation of Kentucky Gross
Margins.
J Lower income taxes primarily due to lower pre-tax
income.

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 20% of
, PPL's Net Income for the three months ended March 31, 2017 and 25% of PPL's assets at March 31, 2017.

Net Income and Earnings from Ongoing Operations for the periods ended March 31 include the following results.

Operating revenues
Energy Ppurchases )
‘Other operation and maintenance
Depreciation

gTax_és, oitﬁer than income

~ Total opcraﬁng_ expenses
_O_th{:r_ Income (Expense) - net
Interest Expense

'Inc'o‘m>e_' Taxes

Net Income

\l\/ess: Special Items (a)

Earnings from Ongoing Operations

Three Months
2017 2016 ‘ $ Change

$ 573§ 585 - $ (12)
146 167 o 2D

164 o150 ' 14

75 59 _ 16

29 29 . o

414 405 9
1 3 N )3

33 - <

48 |56 C®)

79 94 (15

$ 79 % 94 § (15)

Source: PPL. CORP, 10-Q, May 04, 2017
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(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

telow, which reflect amounts classified as Pennsylvania Gross Margins on a separate line and not in their respective Statement of
rcome line items.

Pennsylvania Gross Margins o T ] R
Other operation and maintenance o - o o ) (10)
Depréciation ) S o L S L L1y
Other Income (Expense) - net _ o » @
InomeTaxes .. - | - 8
Net Income $ (15)
. See "Margins - Changes in Margins" for an explanation of Pennsylvania Gross Margins.
. Higher other operation and maintenance expense primarily due to $8 million of higher corporate service costs allocated to

PPL Electric.
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. 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.

e Lower income taxes primarily due to lower pre-tax
income.

Reconciliation of Earnings from Ongoing Operations

The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from
Earnings from Ongoing Operations and a reconciliation to PPL's "Net Income" for the periods ended March 31.

2017 Three Months
UK. KY PA Corporate
B Regulated Regulated Regulated and Other Total
NetIncome o % 286 $ 95 § 79 $- (5D _$ _ 403
I_cs§: §pecial Items_(eyfgens?) bene:ﬁt: o
:;Foreign currency-related ecc_ipgr_nic hedges, netof taxof $12 . . ey = = — oL ey
Adjustment to investment, net of tax of $0 R — @ — - O
[Total Special Items - . o C @D o) — — 22)
_ arnings from Ongoing Operations $ 307 $ 96 $ 79 $ (6] $ 425
2016 Three Months
U.K. KY PA Corporate
o S Regulated Regulated Regulated and Other Total
NetIncome - o %8 . 289§ 12§ 94§ .4 $ . 481
}._ess_: §p_ec§a1 Itz?ms (expe_nsg) benefit:
'Ifogeign currency-related ;gonor_tﬁc_ihegiges, net of tax of ($13) 24 — L= — 24
Spinoff of the Supply segment, net of tax of $1 ] o — — — 1) )
Total Special ltems ~ ~ % — e » .2
Earnings from Ongoing Operations $ 265 $ C 112 $ 94 $ 13 s 458

Margins

Management also utilizes the following non-GAAP financial measures as indicators of performance for its businesses:
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. "U.K. Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K.
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 U.K. and directly related activities.

. "Kentucky Gross Margins"” is a single financial performance measure of the electricity generation, transmission and
distribution operations of the Kentucky Regulated segment, LKE, LG&E and KU, as well as the Kentucky Regulated
segment's, LKE's and LG&E's distribution and sale of natural gas. In calculating this measure, fuel, energy purchases and
certain variable costs of production (recorded 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 earnings. Costs associated with these mechanisms are recorded in "Energy purchases," "Other operation and maintenance,"
(which are primarily Act 129 and Universal Service program costs), "Depreciation” (which is primarily
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related to the 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 March 31 as
well as the change between periods. The factors that gave rise to the changes are described following the table.

Three Months
2017 2016 $ Change
U.K. Regulated B} _ - . ]
K. Gross Margins - L S 536§ 5T $ . @)
umpact of changes in foreign currency exchange rates - . D)
;U.K_. Gross Margins excluding impact of foreign currency exchange rates _‘:; ] B i '_. $ 70
iKent!’!cky Regulated ) . ) o
Ken_tugky Grqss Margins o _ ) _
LGKE s w8 2 s @
KU ’ o A ] 281 297 a16)
Totalg;lﬂ(gnt_uqky'(iross Margins o . o _ . . $. 507 $ 525 % . (18)
Pennsylvania Regulated : - i .
Pennsylvania Gross Margins L ] . .
Distibution . v o s 258 8 258 %
) 'I‘_r»ansmisEiorL__ o . B ) 108 107 1
:Total_iPe_nnsyIvar_lia_ Gross Margins o o _' U 3 366 $ 365 $ S 1

U.K. Gross Margins

U.K. Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased primarily due to $58 million from
the April 1, 2016 price increase, which includes $14 million of the recovery of prior customer rebates, and $9 million of higher
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volumes.

Kentucky Gross Margins

Kentucky Gross Margins decreased primarily due to $22 million of lower electricity sales volumes driven by milder weather in the
first quarter of 2017 ($5 million at LG&E and $17 million at KU).

Pennsylvania Gross Margins

Pennsylvania Gross Margins increased primarily due to an increase of $11 million primarily from returns on additional transmission
capital investments focused on replacing aging infrastructure and improving reliability, partially offset by a $10 million decrease as a
result of a lower peak transmission system load in 2016 which negatively affected transmission revenue for the first quarter of 2017.
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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 March 31.

2017 Three Months
UK. Kentucky
Gross Gross PA Gross Operating
o S Margins Margins Margins Other (a) Income (b)
OperatingRevenues . $ 59 (8 89 -$ 3.8 - 10§ 1951 .
Operating Expenses - L Ll
S L S S . S U S )
__Energypurchases T o M s
Other operation and maintenance ~~ 23 26 29 354 4%
De;_arc_ec_iqtiox_l o o i — 16 ) 4 222 242
Taxes, other than income — — 8. . 4 75
B m___ToLaI Ope_ra‘t_ing Expenses ) 23 302 207 623 1,155
Toal .~ -8 536 3 507 % 366 - $ ©613) $ 79
2016 Three Months
UK. Kentucky
Gross Gross PA Gross Operating
o Margins Margins Margins Other (a) Income (b)
OperatingRevenues  * . . - _$ 8¢ @ $ . 86 0§ 585 -$ 16 s 2001
Operating Expenses . } N .o
Fal T o—o o8 = 1T
_ Energy purchases o — 66 167 — 233
_ Other operation and maintenance A A S 25 - . am 450
- De_prccia_tion ) ) — 12 ) - 217 229
. " Taxes, other than income. ~ ~ T - _ T _‘._ R 28 p 50 . 19
i Total Operating Expenses _ 27 301 220 640 1,188
Total - - . 557§ 525 8 365 $ - (624 $ . 823
(a) Represents amounts excluded
from Margins.
(b) As reported on the Statements of
Income.
B “:) Excludes ancillary revenues of $9 million and $11 million for the three months ended March 31, 2017 and 2016.
2017 Outlook
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
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(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 U.K. Regulated Segment)

Lower net income is projected in 2017 compared with 2016 due to a lower assumed GBP exchange rate in 2017, lower incentive
revenues, higher interest expense and higher depreciation expense, partially offset by lower operation and maintenance expense,
including pension expense, and higher revenues from the April 1, 2017 price increase.

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

Relatively flat net income is projected in 2017 compared with 2016 primarily driven by electricity and gas base rate increases, offset
by higher operation and maintenance expense and higher depreciation expense.
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(PPL's Pennsylvania Regulated Segment and PPL Electric)

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

(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,
-*Jotes 6 and 9 to the Financial Statements and "Item 1A. Risk Factors" in this Form 10-Q (as applicable) and "Item 1. Business" and
[tem 1A. Risk Factors" in the Registrants' 2016 Form 10-K for a discussion of the risks, uncertainties and factors that may impact

future earnings.

PPL Electric: Statement of Income Analysis, Earnings and Margins

Statement of Income Analysis

Net income for the periods ended March 31 includes the following results.

o .
©Operating Revenues "

Operating Expenses
._ . Operation L
" Energy purchases

") . _ Other operation and maintenance

Depreciation
{ -
¢ Taxes, other than income

Three Months
2017 2016 $ Change
$ 5?3- $ 585 _j " (1»2}
146 167 _@Dh
TR U S s 14
_ EN 59 .16
29: 2

Source: PPL CORP, 10-Q, May 04, 2017
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Total Opera!i_n~g Eipen§e§ - o 414 405 9

[ oo e -

(Other Income (Expense) -net . . R S I ¢ I

= rterest Expense ' : 33 33 —

[P e e a em mma e e e e e mme = e [P e e e -2 = C e — e e - e e - - a e - e mmeme e e s

icome Taxes e R 48 . - Cs6 o @®

Net In‘come $ 79 $ 94 $ (15)

Operating Revenues

The increase (decrease) in operating revenues for the period ended March 31, 2017 compared with 2016 was due to:

i Three Months

Distribution volume o . o o ,(3) ‘

PLROY L e ey
Trannsm_issicﬂ)rLF_on:rr}ulz‘iggte___»__ o o o ) o o o o 1»
Other. . T o o O
Total $ (12)

(a) Distribution rider prices resulted in increases of $12 million for the three months ended March 31,
2017.

) Decrease primarily due to lower energy prices as
described below.
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Energy Purchases

__ Energy purchases decreased by $21 million for the three months ended March 31, 2017 compared with 2016 due to lower PLR prices

*fj" $23 million, partially offset by higher PLR volumes of $3 million.
Other Operation and Maintenance

The increase (decrease) in other operation and maintenance for the period ended March 31, 2017 compared with 2016 was due to:

Comomteservicécosts o s 8
Contractor-related expenses ~_ * . . ... L L2
Payrollrclated costs T o L2
Bad debts - ) o . ) . ) ®3) .
Total $ 14
Depreciation

Depreciation increased $16 million for the three months ended March 31, 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, net of retirements.

'ncome Taxes

““The increase (decrease) in income taxes for the period ended March 31, 2017 compared with 2016 was due to:

I . . .. .. . __ThreeMonths
:Qhagge j_n_gre_-taxincomggi_t_cu_rrentperiod tax rates ) ' L o i ' . o L -$ T _.,,(10),v
Depreciation not normalized i ey
Stock:based compensation _ S e 3
Total $ ' (8)
Earnings
Three Months Ended
March 31,

- o o 7 S _ 2017 2016

Netbcome . S U - S’

Special items, gains (losses), after-tax (a) — —

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

Earnings decreased for the three month period in 2017 compared with 2016 primarily due to higher other operation and maintenance
- .expense, primarily due to higher corporate service costs, and higher depreciation expense, primarily due to transmission and
listribution additions placed into service related to the ongoing efforts to improve reliability and replace aging infrastructure, net of
- ratirements. Higher transmission margins due to additional capital investments were offset by lower peak transmission demand.

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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" “Rnnsylvania Gross Margins
ther operation and maintenance

B : o
Depreciation

Other Income (Expense) - net

Income Taxes

Net Income

Margins

Three Months

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

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure
and a reconciliation to "Operating Income" for the periods ended March 31.

2017 Three Months 2016 Three Months

PA Gross PA Gross

Delivery Operating Delivery Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues 573 % — - $ . 573 585§ — § 585
Operating Expenses i

.Energy purchases 146 — 146 167 — o le7
‘_ Other operation and maintenance 29 135 164 25 i 125 150
' 'Depreciation 4 71 75 — 59 59
Taxes, other tha_n ipcome 28 1 29 28 1 29
‘ Total Operating Expenses 207 207 414 220 185 405
Total 366 $ 207 $ 159 365 $ (185) $ 180
(a) Represents amounts excluded
from Margins.
(b) As reported on the Statements of
‘Income.
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LKE: Statement of Income Analysis, Earnings and Margins

" “tatement of Income Analysis

L

Net income for the periods ended March 31 includes the following results.

Three Months
B 2017 2016 $ Change
Oégrat_ing Revenues ) = ] o - $ 809 $ 826 $ an
Op?ratin_g Expenses _ o ) ' )

. Operation o ) ’ ) ) o 7 o o
Fuel ) ) ) ) _ B 191 198 .

Energy purchases . L 69 ) 66 3
Otper opqrat_iop_gnq_maintenance ~ o o S 207 ] g02 3 B 5 )

_ Depreciation N o B i - 105 99 o 6

) Tax!:s, otg?r than income ) - ) _ ) ) _ 16 15 1

_ Total Operating Exge‘n_seg N ) ] ) ) ) 588 580 8

Other In_com; (Expense)‘ -net i s o ) ) (2)_ ) ] (1) S (1_)
Interest Expense ) . - o . . 49 B -

I;ltf_rj:gt E?(pense "}’iE}{ Afﬁliate o ) o _ _ i 4 ] 4 o ) =

}ncqme Taxes o L ) ) ) 63 72 9)

Net Income $ 103§ 120 $ a7n

Operating Revenues

The increase (decrease) in operating revenues for the period ended March 31, 2017 compared with 2016 was due to:

Volumes _ . o . S8 en:
Fugl anq other energy _priceg(a) ) ) ) _ ] o 11
DSM ' ) _ » _ L 5
Other 7 ) B ) ] 4
Total . o . i . $ an .

(a) Increase due to higher recoveries of fuel and energy purchases due to higher commodity
costs.

Fuel

Fuel decreased $7 million for the three months ended March 31, 2017 compared with 2016 primarily due to a $12 million decrease in
~ volumes, driven by milder weather, partially offset by a $5 million increase in fuel prices.

_.ncome Taxes

Income taxes decreased $9 million for the three months ended March 31, 2017 compared with 2016 primarily due to lower pre-tax
income.
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Earnings

Three Months Ended
RN March 31,
) 2017 2016
Net Income ] i . . ) $ 103§ 120
Special items, gains (losses), after-tax ¢)) —
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Earnings decreased for the three month period in 2017 compared with 2016 primarily due to lower electricity sales volumes driven by

milder weather.
.

N ‘he 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.

~Ma§gins: - N
Other operation and maintenance

Depreciation o

Taxes, other than income

Income Taxes o o
Special items, gains (losses), after-tax (a)

‘Net Income

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

Margins

Three Months

8)
o

@
@ _

9
(1)
17)

"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 table contains the components from the Statements of Income that are included in this non-GAAP financial measure
__ and a reconciliation to "Operating Income" for the periods ended March 31.

2017 Three Months 2016 Three Months
Operating Operating
i Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues R 809 — 3 809 § 826 % — 3 _ 826
Operating Expenses
_Fuel ) 191 — 191 198 — 198
_ Energy purchases 69 — 69 66 — 66
. Other operation and maintenance 26 ) 181 207 i 24 178 . 202
_ Depreciation 16 89 105 12 87 99
Taxes, other than income — 16~ 16 1. 14 15
. Total Operating Expenses 302 286 588 301 279 580
Total o 3 507 $ (286) $ 221§ 525 3 (279) $ 246
(a) Represents amounts excluded
from Margins.
(b) As reported on the Statements of
Income.
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LG&E: Statement of Income Analysis, Earnings and Margins

' """\gtétement of Income Analysis

7 Net income for the periods ended March 31 includes the following resulits.

Operating Revenues
_::,‘,_Retai_l and wholesale
_Elect{iq_revenue from affiliate
:  Total Operating Revenues
Operating Expenses
*_Operation
A Fuel
_ __Energy purchases
Energ_x _purchqsq; from ?fﬁliate B
_ Other operation an'd_maintenance
Depreciation i
\, :~. Taxes, other than income
) ~ Total Ope{ating Expenses
Other Income (Expense) - net
Inte:rest Expense

Income Taxes

Net Income

Operating Revenues

The increase (decrease) in operating revenues for the period ended March 31, 2017 compared with 2016 was due to:

Volumes

Fu_?l anf_i 9_ther energy pric_es )
DSM -
Other

Total -

" “-arnings

Three Months
2017 2016 $VChange

$ 374 .§ 375§ OO

17 11 6

) 391 386 5
80 78 2

66 L2

z 2 -

87 ‘_ - 87 —

4 o a1 3

8 8 —

285 278 7

@) . — - @

177 ] ‘ 17 —

33 35 @

$ 54 § 56 § @

Three Moqths
$ .G

i 4
- 3

_ , 3

s 5

Three Months Ended
March 31,
2017 2016
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Net Income _ ) ) . ) ) 3 54 8 56

Special items, gains (losses), after-tax (a) — _

~N
) There are no items management considers special for the periods
presented.

Earnings decreased for the three month period in 2017 compared with 2016 primarily due to higher depreciation expense, fuel costs
and energy purchases, partially offset by higher native load sales to KU due to timing of plant outages.

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.

85

Sourpe: PPL_CORP, 10-Q, May 04, 2017 . Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or i and is not d to be P 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 ded by licable law. Past fi per Is no of future results.




Table of Contents

B Three Months
,/\,ther operation and maintenance o ] . - o]

" ‘Taxes, other than income __ o o . ) T )]
Other Income (Expense) - net o o o o _ o o ‘(2)_.
IncomeTaxes | . o L . S 2
Net Income $ (2)
Margins

"Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business.
See PPL's "Results of Operations - Margins" for an explanation of why management believes this measure is useful and the factors
underlying changes between periods. Within PPL's discussion, LG&E's Margins are included in "Kentucky Gross Margins."

The following table contains the components from the Statements of Income that are included in this non-GAAP financial measure
and a reconciliation to "Operating Income" for the periods ended March 31.

2017 Three Months 2016 Three Months
Operating Income Operating Income
i Margins Other (a) ) Margins - Other (a) (b)

Operating Revenues $ 391 8 - $ 391§ 386§ — 3 386
Opgratir_l_g_ E_x_penses B

JFel .. s — 80 . LI - . . m
I Energy purchases, including affiliate 66 — 66 64 — 64

_ Other operation and maintenance . 10 o 7 87 . 9. 78 87

Depreciation 9 35 44 6 35 41
' _Taxes, other than income - — 8 8 1 7 8
~ Total Operating Expenses 165 120 285 158 120 278

sf['(ital ) B . $ ' 226 $ (120) . $ 106 $ 228- $ (120). $ 108
(a) Represents amounts excluded

from Margins.
(b) As reported 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 March 31 includes the following results.

Three Months
2017 2016 $ Change
Operating Revenues _ o . ) o . _ o
_Retail and wholesale _ o - $ a5 s 4518 (6
) !-Elcggic revenue jfron_lﬂa_f{iliate o o L ) 2 2 ] —
‘_ _ Total Operating Re\]‘qnues T i S o 437 453 (16)
Operating Expenses o o ) o
| . Operain N ] ‘ - -
I L m_ 1 CN
Energy purchases o o o ) ) 5 4- D N
_ _ Energy purchases from affiliate . 17 . L
‘ iQtA_her operation and maintena.nce ___‘ . o ] 109 e 3
. Depreciation e i . 60 8 2
', Taxes, other than income_ ) [ B - .8 7 1
/\ _ Total Operating Expenses L ' o ) ) 310 306 4
h Other Income (Expense) - net ) ) ) . o o 1) 2) 1
Interest Bxpense R o T L 2 P it
Income Taxes o _ N i o - 39 46 o @
Net Income $ 63 $ 75 0% (12)

Operating Revenue

The increase (decrease) in operating revenue for the period ended March 31, 2017 compared with 2016 was due to:

I - L L _ - e . _Three Months
Volumes L o ’ . S8 @
Fuel a§1d other energy prices (a) o 6
DSM .- o o o S , : o 2
Total $ (16)

(a) Increase due to higher recoveries of fuel due to higher
commodity costs.

Fuel

y

Fuel decreased $9 million for the three months ended March 31, 2017 compared with 2016 primarily due to a $16 million decrease in
volumes, driven by milder weather, partially offset by a $7 million increase in fuel prices.
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Energy purchases from affiliate

Energy purchases from affiliate increased $6 million for the three months ended March 31, 2017 compared with 2016 primarily due to
higher native load purchases from LG&E due to timing of plant outages.

LN

Jjcome Taxes

Income taxes decreased $7 million for the three months ended March 31, 2017 compared with 2016 primarily due to lower pre-tax
income.
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Earnings
Three Months Ended
March 31,
2017 2016
NetIncome o L L .y 0 s s TS
Special items, gains (losses), after-tax @ —

Earnings decreased for the three month period in 2017 compared with 2016 primarily due to lower sales volumes driven by milder
weather and higher energy purchases from affiliate, partially offset by lower fuel expense and lower income taxes.

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.

i Three Months
Margins __ o L e s g
Other operatjon and maintenance ] ‘ ) . L ) o @
Depreciation o i o o o o o S
Taxes, other than income ~ . . B ) B ) 0]
‘Other Income (Expense) - net B L o
Income Taxes . S } . . I |
‘Special jtems, gains (losses), after-tax (a)_ o ) o o . o (€8]
Net Income $ 12)

- “2) 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 table contains the components from the Statements of Income that are included in this non-GAAP financial measure
and a reconciliation to "Operating Income" for the periods ended March 31.

2017 Three Months 2016 Three Months
Operating Operating
L Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues 8 437§ . - $ 437  § 453§ . — 3 . 453
Operating Expenses i
Fuel - R §) U - m 120 — 120
Energy purchases, including
affiliate 22 — 22 15 — 15
' Other operation and maintenance ) 16 - 93 . 109 ) ) 15 91 A - 106.
_ Depreciation ; 7 53 60 6 52 58
: ) Taxes, other than income —_ 8 8 — 7 7
~ Total Qge_l'{t_i?g Fxp_ep§es o 156 154 310 156 150 306
otal - 1§ 281 $ - (154 $ 1271 $ 297§ i50) $ 147
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(a) Represents amounts excluded
from Margins.

(b) As reported on the Statements of
Income.
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Financial Condition

_The remainder of this Item 2 in this Form 10-Q i's presented on a combined basis, providing information, as applicable, for all
‘egistrants.

”/I/-iquidity and Capital Resources

(All Registrants)

The Registrants had the following at:

PPL (a) PPL Electric LKE LG&E KU
March 31, 2017 - _ _
{ng_h and qash_equ_iyalgr_ns:w_ , $ 409 $ 20 8 158 4 $ 7
Short-termdebt o 1,666 ) 499 243 207 36
eNo;}qg_g;@e with affiliate o ) o — R 7 - —
December 31, 2016 U . . .
Cash and cash equivalents _ -: B $ 341§ 7 13 $ 13 8 5 $ T
Short-term debt S 923 ... B 185 R .. 16
No,t:es payable with affiliate o ] o - 163 = =

(a) AtMarch 31, 2017, $51 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.

- (All Registrants)

Net cash provided by (used in) operating, investing and financing activities for the three month period ended March 31, and the
changes between periods, were as follows.

PPL PPL Electric LKE LG&E KU
2017 _
Operating activities s 135§ 55§ _ 312 s 42§ 139
Investing activities i o (677) o @ie) (184) (94) (89
Financing activities _ o 607 228 (126) @) G0
016 ) o
Operating activities . o $ 557 $ 124 % 303 % 157  $ 195
Investing activities o ) (661) (215) (219) (109) 110)
Financing activities S o 115 78 (86) . ~(56) 9
Change - Cash Provided (Used)
Operating activities - S $ “22) $ 69 3 9 8 (1’ 3 (e
I»m{f,sgir‘lvg agﬁvities o o (16) 61) 35 15 21
__ Financing activities . o 1Y 150 ° @0 7 29

‘Operating Activities

The components of the change in cash provided by (used in) operating activities for the three months ended March 31, 2017 compared
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with 2016_ were as follows.

89

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distributed and is not dto be ), P 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 licable law. Past fii ial per isnog of future results.




Table of Contents

PPL PPL Electric LKE LG&E KU

’ \~ Net income o 8 78 $° (15 s an s ) N T ¢ V)]

Non-cash components . . L @ e e

| Workingcapital - .. ey - en __m a9 09

__Deﬁnid‘bgneﬁtglgynfupd_ing _ o o (397) o ‘ (2_1})_ o o 1‘1 o o 12 o __(9}

__ Other operating activities o o 6] - . — ®) . _(D),

Total $ 422) $ (69) $ 9 3 (15) $ (56)
(PPL)

PPL's cash provided by operating activities in 2017 decreased $422 million compared with 2016.

The $90 million increase in net non-cash components was primarily due to an increase in unrealized losses on derivatives.

The $36 million decrease in cash from changes in working capital was primarily due to a decrease in accounts payable
(primarily due to timing of payments), a decrease in taxes payable (primarily due to an increase in current income tax benefit
in 2017) and an increase in prepayments (primarily due to higher tax payments) partially offset by a decrease in unbilled
revenue and accounts receivable (primarily due to less favorable weather in 2017 compared to 2016) and a decrease in fuel,
materials and supplies (primarily due to a decrease in volumes due to less favorable weather in 2017 compared to 2016).

Defined benefit plan funding was $397 million higher in 2017. The increase was primarily due to the accéleration of WPD's
contributions to its U.K. 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 $69 million compared with 2016.

. LKE)

The $31 million decrease in cash from changes in working capital was primarily due to an increase in prepayments (primarily
due to higher tax payments) and a decrease in accounts payable (primarily due to timing of payments) partially offset by a
decrease in accounts receivable (primarily due to unfavorable weather in 2017), a net decrease in current regulatory assets
and regulatory liabilities (due to the timing of rate recovery mechanisms) and an increase in taxes payable (primarily due to a
decrease in income tax expense in 2017).

Defined benefit plan funding was $24 million higher
in 2017.
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" .KE's cash provided by operating activities in 2017 increased $9 million compared with 2016.

+ The increase in cash from changes in working capital was primarily driven by decreases in accounts receivable and unbilled
revenues due to less favorable weather in 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 timing of fuel purchases and payments.

(LG&E)

LG&E's cash provided by operating activities in 2017 decreased $15 million compared with 2016.

e The decrease in cash from changes in working capital was primarily driven by decreases in taxes payable due to timing of
payments and accounts payable due to timing of fuel purchases and payments, partially offset by decreases in accounts:
receivable and unbilled revenues due to less favorable weather in 2017 compared to 2016.

XU)

KU's cash provided by operating activities in 2017 decreased $56 million compared with 2016.

» The decrease in cash from changes in working capital was primarily driven by decreases in taxes payable due to timing of
payments, accounts payable due to timing of fuel purchases and payments and accounts payable to affiliates due to higher
intercompany settlements associated with operational expenses and inventory, partially offset by decreases in accounts
receivable and unbilled revenues due to less favorable weather in 2017 compared to 2016.
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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
three months ended March 31, 2017 compared with 2016 was as follows.

PPL PPL Electric LKE LG&E KU

Decrease (Increase) o $ @n s ©60) $ 35 8 15 $ 21

For PPL, the increase in expenditures was due to higher project expenditures at WPD and PPL Electric partially offset by lower
project expenditures at LG&E and KU and a decrease in foreign currency exchange rates. The increase in project expenditures for
WPD was primarily due to an increase in expenditures to enhance system reliability. The increase in expenditures for PPL Electric
was primarily due to the smart meter implementation project and various enhancement reliability projects. The decrease in
expenditures for LG&E was primarily due to reduced spending for environmental air projects at LG&E's Mill Creek plant. The
decrease in expenditures for KU was primarily due to reduced spending for environmental air projects at KU's Ghent plant.

Financing Activities

(All Registrants)
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~The components of the change in cash provided by (used in) financing activities for the three months ended March 31, 2017 compared
/ith 2016 were as follows.

Char_lge:(;kasth_r(_)videdk(_U_sg‘c‘i)_ o

Stock issuances/redemptions, net

Debt issuance/retirement, net _ . %

Dividends
Capital contributions/distributions, net
Change in short-term debt, net

Notes pa_ya_lble with affiliate

Other financing activities

PPL PPL Electric LKE LG&E KU

64 S ) — % - $ —  § -

U3 - ] - LT T

) 31 — _ ©2) ()

. .= 100 . ¢
' 393 79 207 o8 ._ 34
- - RCCVR - ...

7 2 — 1 1

492§ 15 $ @0) $ 7 $ 29

ee Note 7 to the Financial Statements in this Form 10-Q for information on 2017 short and long-term debt activity, equity

~ iwransactions 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 March 31,
2017, the total committed borrowing capacity and the use of that capacity under these credit facilities was as follows:
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External

Letters of
Credit
and
Committed Commercial Unused
Capacity Borrowed Paper Issued Capacity
}’_}I’E‘(;qpi‘tal Funding Credit Facilities i . $ 1400  § - $ 206 1,194
PPL Electric Credit Facility . 650 = N 500 i I_SQ
LKE Cr;dit Fz_lci[ity o ] i 75 . = = i 75
LG&E Credit Facility . S 500 = 207 293
KU Credit Facilities N _ 598 — 234 364
' Total LKE - S i 1,173 — 441 732
Total U.S. Credit_Facilit‘ies ('fl) . _ B $ 3,223 $ — $ 1,147 2,076
;Total U.K. Credit Facilities (b) oL ... £ 1,285 £ 591 £ — 694

;}l) 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 March 31, 2017 were a USD-denominated borrowing of $200 million and GBP-denominated borrowings which equated to $535
million. At March 31, 2017, the USD equivalent of unused capacity under the U.K. committed credit facilities was $864 million.

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

L o . Capacity Borrowed Capacity Capacity
LKE Credit Facility o S $ 25  § 82 8 '_ - % 143
LG&E Money Pool (a) } 500 - ) 207 o 293
) ;'K(::I.M_oney Pool () . ) o 500 - 36 . 464

@) 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. :
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See Note 10 to the Financial Statements for further discussion of intercompany credit facilities.
‘ommercial Paper(All Registrants)

PPL, PPL Electric, LG&E and KU maintain commercial paper programs to provide an additional financing source to fund short-term
liquidity needs, as necessary. Commercial paper issuances, included in "Short-term debt" on the Balance Sheets, are supported by the
respective Registrant's Syndicated Credit Facility. The following commercial paper programs were in place at March 31, 2017:

Commercial
Paper Unused
. _ Capacity Issuances Capacity
‘PPL Capital Funding . . :
e o o L ) . S $ 1000 % i 189 % 811
PPL Electric
) i i 650 499 151
LG&E ) . ' : )
o ) 350 207 143
Co o - 350 - 36 i . 314
Total LKE
B o i i 700 243 457
- TotalPPL. ] ) ) ) 3 ) 2350 .. § 931 $ 1,419
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Long-term Debt
. > PL)

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
will be used for general corporate purposes.

(PPL, LKE and LG&E)

In April 2017, the Louisville/Jefferson County Metro Government of Kentucky remarketed $128 million of Pollution Control Revenue
Bonds, 2003 Series A (Louisville Gas and Electric Company Project) due 2033 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.

(PPL)
ATM Program

For the period ended March 31, 2017, PPL issued the following:

:_Nu.mber of shares (in thousands) . ) ) 1,364
Average share price _ o $ 36.66
Net Proceeds ‘ . $ 50

See Note 7 to the Financial Statements for further discussion of the ATM program.

Common Stock Dividends

In February 2017, PPL declared a quarterly common stock dividend, payable April 3, 2017, of 39.5 cents per share (equivaleht 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
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(All Registrants)

{oody'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 Electric)

) 1 January 2017, Moody's and S&P affirmed their commercial paper ratings for PPL Electric's $650 million commercial paper
program.
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(LG&E)
‘y March 2017, Moody's and S&P confirmed ratings of Al and A to LG&E's 2003 Series A Pollution Control Revenue Bonds.

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 March 31, 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
- t=chniques and accounting designations.

The forward-looking information presented below provides estimates of what may occur in the future, assuming certain adverse
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- 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 March 31, 2017.

PPL
Casy ﬂqw hed_gg_s_

Cross-currency swaps (c)

Economic hedges
. " Interest rate swaps (d)
LKE

Economic hedges

Economic hedges

i ;. Interest rate swaps (d)

(a) Includes accrued interest, if
*, applicable.

Effect of a
Fair Value, 10% Adverse Maturities
Exposure Net - Asset Movement Ranging
Hedged (Liability) (a) in Rates (b) Through
802 § 182§ (90) . 2028
47 [€V) . 203
147 (30) @ 12033
147 (30) 2 2033

i) 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.

(c) Cross-currency swaps are utilized to hedge the principal and interest payments of WPD's U.S. dollar-denominated senior notes. Changes in the fair value of these

instruments are recorded in equity and reclassified into earnings in the same period during which the item being hedged affects earnings.

(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 of a 10% adverse movement in interest rates on interest expense at March 31, 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

March 31, 2017 is shown below.

PPL

PPL Elf:ctric

LKE_

Foreign Currency Risk (PPL)

10% Adverse
Movement

in Rates
$ . 563
137,

180

66
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PPL is exposed to foreign currency risk primarily through investments in U.K. affiliates. Under its risk management program, PPL
may enter into financial instruments to hedge certain foreign currency exposures, including translation risk of expected earnings, firm
" “ommitments, recognized assets or liabilities, anticipated transactions and net investments.

The following foreign currency hedges were outstanding at March 31, 2017.

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

Exposure Net - Asset Exchange Ranging
Hedged (Liability) Rates (a) Through
Economic hedges (b)) ~ _ ] _ ) £ 2,840 $ 150 $ o333 2019

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

(b) To economically hedge the translation risk of expected earnings denominated

in GBP.
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(All Registrants)
- ?ommodity 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.

. WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. 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-ED1.

. 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(All Registrants)

~ ‘ee 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 loss of $24 million for the three months ended March 31, 2017, which primarily reflected a $46 million decrease
to PP&E and a $10 million decrease to goodwill partially offset by a $28 million decrease to long-term debt and a $4 million decrease
to other net liabilities. Changes in this exchange rate resulted in a foreign currency translation loss of $466 million for the three
months ended March 31, 2016, which primarily reflected a $909 million decrease to PP&E and a $214 million decrease to goodwill
partially offset by a $557 million decrease to long-term debt and a $100 million decrease to other net liabilities. The impact of foreign
currency translation is recorded in AOCL.

Related Party Transactions(All Registrants)

The Registrants are not aware of any material ownership interests or operating responsibility by senior management in outside
partnerships, including leasing transactions with variable interest entities, or other entities doing business with the Registrants. See
Note 10 to the Financial Statements for additional information on related party transactions for PPL Electric, LKE, LG&E and KU.

Acquisitions, Development and Divestitures(All Registrants)

" ’he 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.

Environmental Matters(All Registrants)
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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
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Registrants' businesses. The cost of compliance or alleged non-compliance cannot be predicted with certainty but c.0u¥d 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
“nes, penalties or other restrictions. In addition, the regulatory reviews specified in the President’s March 2017 Executive Order

" omoting 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,

¢ Coal Combustion
Residuals,

¢  Effluent Limitations
Guidelines, and

e  National Ambient Air Quality
Standards.

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

New Accounting Guidance(All Registrants)
See Note 17 to the Financial Statements for a discussion of new accounting guidance pending adoption.
Application of Critical Accounting Policies(All Registrants)

Financial condition and results of operations are impacted by the methods, assumptions and estimates used in the application of
critical accounting policies. The following table summarizes the accounting policies by Registrant that are particularly important to an
understanding of the reported financial condition or results of operations, and require management to make estimates or other
judgments of matters that are inherently uncertain. See "Item 7. Combined Management's Discussion and Analysis of Financial
Condition and Results of Operations” in the Registrants' 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
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PPL Corporation
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Reference is made to "Risk Management” in "ltem 2. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations."

ltem 4. Controls and Procedures
(a) Evaluation of disclosure controls and procedures.

The Registrants' principal executive officers and principal financial officers, based on their evaluation of the Registrants’
disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Securities Exchange Act of 1934) have
concluded that, as of March 31, 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 internal controls over financial reporting.

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

PART II. OTHER INFORMATION

Item 1. Legal Proceedings
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.~ “Tor information regarding pending administrative and judicial proceedings involving regulatory, environmental and other matters,
hich 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 1A. Risk Factors" of the Registrants'
- 2016 Form 10-K.

Item 4. Mine Safety Disclosures

Not applicable.
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Item 6. Exhibits

7 The foliowing Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibitg 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.

*10(a) - Third Amendment to Revolving Credit Agreement, dated as of March 17, 2017, to the Existing Credit
Agreement, dated as of March 26, 2014, between PPL Capital Funding, Inc., the Borrower, PPL Corporation,
the Guarantor, The Bank of Nova Scotia, as the Administrative Agent, Sole Lead Arranger and Sole
Bookrunner, and each Lender

10(b) - £230,000,000 Term Loan Agreement, dated March 28, 2017, between Western Power Distribution plc and
HSBC Bank, PLC and Mizuho Bank, Ltd., as Mandated Lead Arrangers, and Mizuho Bank, Ltd., as Facility
Agent (Exhibit 10.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 5, 2017)

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

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

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

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

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

“Jertifications pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, for the quarterly period ended March 31, 2017, filed by the

o ~bllowing officers for the following companies:

*31(a - PPL Corporation's principal executive officer

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

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

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

*1(g - Louisville Gas and Electric Company's principal executive officer
*31(h) - Louisville Gas and Electric Company's principal financial officer
*3131) - Kentucky Utilities Company's principal executive officer

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

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

*32(b - PPL Electric Utilities Corporation's principal executive officer and principal financial officer

*32(c - LG&E and KU Energy LLC's principal executive officer and principal financial officer

*32(d) - Louisville Gas and Electric Company's principal executive officer and principal financial officer

*¥32(e) - Kentucky Utilities Company's principal executive officer and principal financial officer

101.INS - XBRL Instance Document

101.SCH - XBRL Taxonomy Extension Schema

101.CAL - XBRL Taxonomy Extension Calculation Linkbase
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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 Registranfs have duly caused this report to be signed on their
behalf by the undersigned thereunto duly authorized. The signature for each undersigned company shall be deemed to relate only to
matters having reference to such company or its subsidiaries.

PPL Corporation
(Registrant)

Date: May 4, 2017 /s/ Stephen K. Breininger

Stephen K. Breininger
Vice President and Controller

(Principal Accounting Officer)

PPL Electric Utilities Corporation
(Registrant)

Date: May 4, 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
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(Registrant)

Kentucky Utilities Company
(Registrant)

Date: May 4, 2017 /s/ Kent W. Blake

Kent W. Blake
Chief Financial Officer

(Principal Financial Officer and Principal

Accounting Officer)
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Exhibit 10(a)
EXECUTION VERSION

THIRD AMENDMENT TO REVOLVING CREDIT AGREEMENT

THIS THIRD AMENDMENT TO REVOLVING CREDIT AGREEMENT, dated as of March 17, 2017
(this “ Amendment ”), to the Existing Credit Agreement (as defined below) is made by PPL CAPITAL
FUNDING, INC., a Delaware corporation (the “ Borrower ), PPL CORPORATION, a Pennsylvania corporation
(the * Guarantor ”) and each Lender (such capitalized term and other capitalized terms used in this preamble and
the recitals below to have the meanings set forth in, or are defined by reference in, Article I below).

WITNESSETH:

WHEREAS, the Borrower, the Guarantor, the Lenders and The Bank of Nova Scotia, as the
Administrative Agent, Sole Lead Arranger and Sole Bookrunner, are all parties to the Revolving Credit
Agreement, dated as of March 26, 2014 (as amended or otherwise modified prior to the date hereof, the * Existing
Credit Agreement ”, and as amended by this Amendment and as the same may be further amended, supplemented,
amended and restated or otherwise modified from time to time, the “ Credit Agreement ”); and

WHEREAS, the Borrower has requested that the Lenders amend the Existing Credit Agreement in order
to extend the maturity date therein and the Lenders are willing to modify the Existing Credit Agreement on the
terms and subject to the conditions hereinafter set forth;

NOW, THEREFORE, the parties hereto hereby covenant and agree as follows:

ARTICLE I
DEFINITIONS

SECTION 1.1.  Certain Definitions. The following terms when used in this Amendment shall have the
following meanings (such meanings to be equally applicable to the singular and plural forms thereof):

“Amendment” is defined in the preamble.

“Borrower” is defined in the preamble.

“Credit Agreement” is defined in the first recital.
“Existing Credit Agreement” is defined in the first recital.

“Guarantor” is defined in the preamble.

SECTION 1.2.  Other Definitions. Terms for which meanings are provided in the Existing Revolving

Credit Agreement are, unless otherwise defined herein or the context otherwise requires, used in this
Amendment with such meanings.

Sour'ce: PPL CORP, 1 OQ May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or ibuted and is not d to be lete or l:mely The user assumes all risks for any damages or losses arising from any
use of this information, except to the extent such damages or Josses cannot be limited or excluded by appli Iaw Past fii I per is no of future results.




ARTICLE II
AMENDMENTS TO THE EXISTING CREDIT AGREEMENT

Effective as of the date hereof, but subject to the satisfaction of the conditions in Article III,

(a) Section 1.1 of the Existing Credit Agreement is hereby amended by adding the following
definitions in the appropriate alphabetical order:

“FCPA” has the meaning set forth in Section 5.16.

“Sarctioned Country” means a country, region or territory that is, or whose government is, the
subject of comprehensive territorial Sanctions (currently, Crimea, Cuba, Iran, North Korea, Sudan, and
Syria).

“Sanctions” means sanctions administered or enforced by OFAC, the U.S. State Department,
the European Union, any European Union member state, Her Majesty’s Treasury of the United
Kingdom or any other applicable sanctions authority. ’

(b) Section 1.1 of the Existing Credit Agreement is hereby amended by deleting the definition
“Sanctioned Entity” where it appears therein.

(c) Section 1.1 of the Existing Credit Agreement is hereby amended by amending and restating
the following definitions in their entirety as follows:

“London Interbank Offered Rate” means for any Euro-Dollar Loan for any Interest Period, the
rate which appears on the Bloomberg Page BBAM1 (or on such other substitute Bloomberg page that
displays rates at which US dollar deposits are offered by leading banks in the London interbank deposit
market), or the rate which is quoted by another source selected by the Administrative Agent which has
been approved by the British Bankers’ Association as an authorized information vendor for the purpose
of displaying rates at which US dollar deposits are offered by leading banks in the London interbank
deposit market (for purposes of this definition, an *“ Alternate Source ), at approximately 11:00 a.m.,
London time, two (2) Business Days prior to the commencement of such Interest Period as the London
interbank offered rate for Dollars for an amount comparable to such Euro-Dollar Loan and having a
borrowing date and a maturity comparable to such Interest Period (or if there shall at any time, for any
reason, no longer exist a Bloomberg Page BBAM1 (or any substitute page) or any Alternate Source, a
comparable replacement rate determined by the Administrative Agent at such time (which determination
shall be conclusive absent manifest error)). Notwithstanding the foregoing, if the London Interbank
Offered Rate determined in accordance with the foregoing shall be less than zero, such rate shall be
deemed to be zero for the purposes of this Agreement.

“Sanctioned Person” means a Person that is, or is owned or controlled by Persons that are,
(i) the subject of any Sanctions, or (ii) located, organized or resident in a Sanctioned Country.
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“Termination Date” means the earliest to occur of (i) March 16, 2018 and (ii) such earlier date
upon which all Commitments shall have been terminated in their entirety in accordance with this
Agreement.

(d) Sections 5.04(a), 5.04(c), 5.05 and 5.13 of the Existing Credit Agreement are hereby
amended by replacing references to “December 31, 2015” with “December 31, 2016”.

(e) Section 5.15 of the Existing Credit Agreement is hereby amended and restated in its
entirety as follows:

Section 5.15. OFAC. None of the Borrower, the Guarantor or any Subsidiary of the Guarantor,
nor, to the knowledge of the Guarantor or the Borrower, any director, officer, or Affiliate of the Borrower,
the Guarantor or any of its Subsidiaries: (i) is a Sanctioned Person, (ii) has more than 10% of its assets in
Sanctioned Persons or in Sanctioned Countries, or (iii) derives more than 10% of its operating income
from investments in, or transactions with Sanctioned Persons or Sanctioned Countries.

: (f) Article V of the Existing Credit Agreement is hereby amended by adding a new Section
5.16 as follows:

Section 5.16. * Anti-Corruption. None of the Borrower, the Guarantor or any of its Subsidiaries,
nor, to the knowledge of the Borrower or the Guarantor, any director, officer, agent, employee or other
person acting on behalf of the Borrower or the Guarantor or any of its Subsidiaries is aware of or has
taken any action, directly or indirectly, that would result in a violation by such persons of the Foreign
Corrupt Practices Act of 1977, as amended, and the rules and regulations thereunder (the “ FCPA ”) or
any other applicable anti-corruption law; and the Loan Parties have instituted and maintain policies and
procedures designed to ensure continued compliance therewith.

(g) Section 6.06 of the Existing Credit Agreement is hereby amended and restated in its
entirety as follows:

Section 6.06. Use of Proceeds. The proceeds of the Loans made under this Agreement will be
used by the Borrower for general corporate purposes of the Borrower and its Affiliates, including for
working capital purposes and for making investments in or loans to the Guarantor and Affiliates of the
Loan Parties. The Borrower will request the issuance of Letters of Credit solely for general corporate
purposes of the Borrower and its Affiliates. No such use of the proceeds for general corporate purposes
will be, directly or indirectly, for the purpose, whether immediate, incidental or ultimate, of buying or
carrying any Margin Stock within the meaning of Regulation U. The proceeds of any Loan will not be
used, directly or indirectly, to fund any activities or business of or with any Sanctioned Person, or in any
Sanctioned Country. No part of the proceeds of the Loans will be used, directly or indirectly, for any
payments to any governmental official or employee, political party, official of a political party, candidate
for political office, or anyone else acting in an official capacity in violation of the FCPA or any other
applicable anti-corruption law.
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ARTICLE I
CONDITIONS TO EFFECTIVENESS

This Amendment and the amendments contained herein shall become effective as of the date hereof when
* “ach of the conditions set forth in this Article Il shall have been fulfilled to the satisfaction of the
- -.dministrative Agent.

SECTION 3.1. Counterparts. The Administrative Agent shall have received counterparts hereof
executed on behalf of the Borrower, the Guarantor and the each of the Lenders.

SECTION 3.2. Costs and Expenses, etc. The Administrative Agent shall have received for the account
of each Lender, all fees, costs and expenses due and payable pursuant to Section 9.03 of the Credit Agreement,
if then invoiced.

SECTION 3.3. Resolutions, etc. The Administrative Agent shall have received from the Borrower
and the Guarantor (i) a copy of a good standing certificate for such Loan Party, dated a date reasonably close to
the date hereof and (ii) a certificate, dated as of the date hereof, of a Secretary or an Assistant Secretary of each
Loan Party certifying (a) that attached thereto is a true, correct and complete copy of (x) the articles or certificate
of incorporation of such Loan Party certified by the Secretary of State (or equivalent body) of the jurisdiction of
incorporation of such Loan Party and (y) the bylaws of such Loan Party, and (b) that attached thereto is a true,
correct and complete copy of resolutions adopted by the board of directors of such Loan Party authorizing the
execution, delivery and performance of this Amendment and each other document delivered in connection
herewith and that such resolutions have not been amended and are in full force.

SECTION 3.4. Opinion of Counsel. The Administrative Agent shall have received an opinion, dated
the date hereof and addressed to the Administrative Agent and all Lenders, from counsel to the Borrower, in
form and substance satisfactory to the Administrative Agent.

SECTION 3.1.  Satisfactory Legal Form. The Administrative Agent and its counsel shall have received

" Jll information, and such counterpart originals or such certified or other copies of such materials, as the

Administrative Agent or its counsel may reasonably request, and all legal matters incident to the effectiveness of

this Amendment shall be satisfactory to the Administrative Agent and its counsel. All documents executed or

submitted pursuant hereto or in connection herewith shall be reasonably satisfactory in form and substance to the
Administrative Agent and its counsel.

ARTICLE IV
MISCELLANEOUS

SECTION 4.1. Cross-References. References in this Amendment to any Article or Section are, unless
otherwise specified, to such Article or Section of this Amendment.

SECTION 4.2. Loan Document Pursuant to Existing Credit Agreement. This Amendment is a Loan
Document executed pursuant to the Existing Credit Agreement and shall (unless otherwise expressly indicated
therein) be construed, administered and applied in
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accordance with all of the terms and provisions of the Existing Credit Agreement, as amended hereby, including
Article IX thereof.

SECTION 4.3. Successors and Assigns. This Amendment shall be binding upon and inure to the
Ibenefit of the parties hereto and their respective successors and assigns.

SECTION 4.4. Counterparts. This Amendment may be executed by the parties hereto in several
counterparts, each of which when executed and delivered shall be an original and all of which shall constitute
together but one and the same agreement. Delivery of an executed counterpart of a signature page to this
Amendment by facsimile shall be effective as delivery of a manually executed counterpart of this Amendment.

SECTION 4.5. Governing Law. THIS AMENDMENT WILL BE DEEMED TO BE A CONTRACT
MADE UNDER AND GOVERNED BY THE INTERNAL LAWS OF THE STATE OF NEW YORK

(INCLUDING FOR SUCH PURPOSE SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS
LAW OF THE STATE OF NEW YORK).

SECTION 4.6. Full Force and Effect; Limited Amendment. Except as expressly amended hereby, all
of the representations, warranties, terms, covenants, conditions and other provisions of the Existing Credit
Agreement and the Loan Documents shall remain unchanged and shall continue to be, and shall remain, in full
force and effect in accordance with their respective terms. The amendments set forth herein shall be limited
precisely as provided for herein to the provisions expressly amended herein and shall not be deemed to be an
amendment to, waiver of, consent to or modification of any other term or provision of the Existing Credit
Agreement or any other Loan Document or of any transaction or further or future action on the part of any
Obligor which would require the consent of the Lenders under the Existing Credit Agreement or any of the Loan

-~ Documents.

SECTION 4.7. Representations and Warranties. In order to induce the Lenders to execute and deliver
this Amendment, the Borrower and Guarantor each hereby represents and warrants to the Lenders, on the date
this Amendment becomes effective pursuant to Article III , that both before and after giving effect to this
Amendment, all representations and warranties set forth in Article V of the Credit Agreement are true and correct
as of such date, except to the extent that any such statement expressly relates to an earlier date (in which case
such statement was true and correct on and as of such earlier date).

[Signature page follows]
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IN WITNESS WHEREQOF, the parties hereto have executed and delivered this Amendment as of the date first
above written.

PPL CAPITAL FUNDING, INC., as the Borrower

By:

Name:
Title:

PPL CORPORATION, as the Guarantor

By:

Name:
Title:

THE BANK OF NOVA SCOTIA, as the
Administrative Agent and as a Lender

Name:
Title:
Third Amendment to Revolving Credit Agreement
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adag or distril and is not d to be P 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 d by licable law. Past fii ial perfc Is no of future results.



PPL CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS

Exhibit 12(a)

use of this information, except to the extent such damages or Josses cannot be limited or

d by applicab le law. Past fi I per isnog of future results.

(Millions of Dollars)
Three Months
Ended March
31, Years Ended December 31,
2017 2016 2015 (a) 2014 (a) 2013 (a) 2012 (a)
Eammgs as defined: o S )
Income from Contmumg Operatrons Before ,
Income Taxes ) 532 $§ 2550 $ 2,068 $ 2,129 $ 1,728 $ 1,406
AdJustment to reﬂect eammgs from equrty
met_hog 1nvestments on a cash basrs (b) 1 0 €Y — — 34
i . ~ 533 2,549 . 2,067 2,129 1,728 1,440
. Total fixed charges as below 222 917 1,054 1,095 . 1,096 1,065
~ I:ess_:
' Capitalized interest _ 1 41 1 16
Preferred security d1str1but10ns of
subsidiaries
on a pre-tax basis _ —_ — — — — 5
\1terest expense and fixed charges related to ' ) )
discontinued operations ) — — 150 186 235 235
Total fixed charges included in Income from
Continuing Operarions_Before Income Taxes 221 913 893 898 850 819
_ Total earnings ) 754 $§ 3462 § 2960 $ 3,027 -§ 2578 § 2,259
Fixed-cnarg'es as deﬁ_neci: i ) B
_ Interest charges (c) o 209 $ 90 $ 1038 $ 1,073 $ 1,058 $ 1,019
Estimated interest component of operatmg
rentals 3 R 16 22 38 41
Preferred securlty distributions of subsidiaries '
on a pre-tax basis i — — — — — 5
- Total fixed charges (d) 222 % 917 $ 1054 $ 1,095 $ 109 $ 1,065
'@a_tio_ of earnings to fr)_(eq_cpar_ges__ 34 . 3.8 - 28 28 24 2.1
»atio of earnings to combined fixed charges
and preferred stock dividends (e) 34 3.8 2.8 2.8 24 2.1
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril to be plete or t:mely The user assumes all risks for any damages or losses arising from any



(@) Reflects PPL's former Supply segment as Discontinued Operations.

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

(¢)  Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(d) Interest on unrecognized tax benefits is not included in fixed charges.

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

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or di d and is not dto be P 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 ded by applicable law. Past fi ial perf isnog of future results.




Exhibit 12(b)
PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

(Millions of Dollars)
Three Months
Ended March
31, Years Ended December 31,
2017 2016 2015 2014 2013 2012
Eamnings, as defined: ) i - ] )
. Income Before Income Taxes  $ 127 $ 552 § 416 $ 423 $ 317§ 204
_ Total fixed charges asbelow 35 141 139 131 117 107
_ Total earnings - B $ ' 162 $ 693 $ 555 $ 554 $ 434§ 311
Fixed charges, s defined: _ - -
Interestcharges @ ~ $ 34 § 137§ 135§ 127 § 113§ 104
+ Estimated interest component of operating : ' ‘
_remtals 1 4 4 4 .4 3
~ Total fixed charges (b) ) § 35 5 141 § 139 § 131 % 117§ 107
: !
- 'Rgtig) of earnings to fixed charges 4.6 4.9 4.0 4.2 3.7 29
Pref-erred stock dividend requireme;rvlts on a pre-
tax basis o . 8 - $ -3 =35 —-3% =3 6
Fixed charges, as above o ) 35 - 141 139 131 117 107
Total fixed charges and preferred stock
_dividends 8 33 $ 141 $ 139 0§ 131§ 117 $ 113
Ratio of earnings to combined fixed charges ' ' : ' :
_and preferred stock dividends o 46 49 4.0 4.2 3.7 2.8
(a) Includes interest on long-term and short-term debt, as well as amortization of debt discount, expense and premium - net.
(b) Interest on unrecognized tax benefits is not included in fixed charges.
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copled, ada or d and is not dto be P 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 by fi law. Past fi) ial per is no of future results.



Exhibit 12(c)

LG&E AND KU ENERGY LLC AND SUBSIDIARIES
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Earmngs as defined:

Income from Contmumg Operatlons Before
Income Taxes

Adjustment to reﬂect earmngs from equlty
method investments on a cash basrs_ @

Total fixed charges as below
e C e L

_Total earnings -

Fix-eo cngrges, as defi:nedf '

ER Interest charges ® (c)
L ) Estimated interest component of operatmg

_rentals

_ Total fixed charges

iRatio of earnings to fixed charges .

(Millions of Dollars)
Three Months
Ended March
31, Years Ended December 31,
2017 2016 2015 2014 2013 2012
$ 166 - $ 686 $ 603 $ 553 § 551 -$ 331 °
1 1) (1) 1) 1) 33
167 685 602 . 552 550 364
55 223 189 173 151 157
$ 222 $ 908 $ 791 $ 725 $ 701 $ 521
$ 53 0§ 214 $§ 181 $ 167 $ 145 $ 151
2 9 8 6 6 6
$ 55 $ 223 $ 189 $ 173§ 151 $ 157

40 4.1 4.2 4.2 46 33

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

(b)  Includes interest on long-term and short-term debt, as well as amortization of loss on reacquired debt and amortization of debt discount, expense and premium -

net.

(¢) Includes a credit for amortization of a fair market value adjustment of $7 million in 2013.

Source: PPL CORP, 10-Q, May 04, 2017
The information contained herein may not be copled, ad: or di

Powered by Morningstar Document Research.

use of this information, except to the extent such damages or losses cannot be limited or by

and is not

ted to be or t:mely The user assumes all risks for any damages or losses arising from any

le law. Past fi 1 per Is no of future results.




Exhibit 12(d)
LOUISVILLE GAS AND ELECTRIC COMPANY
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(Millions of Dollars)
Three Months
Ended March
31, Years Ended December 31,
2017 2016 2015 2014 2013 2012
Eamnings, as defined: L - . i e
111_1_0051;19 Before Income Taxes $ 8 $ 329 § 299 § !: 272§ 25'7‘ $ 192
Totg! ﬁx_ed q@apgt_as as be_lpyy o _ 18 ] 76 61 51 36 44
Tota} gaax_nil_lgs_ S » ) $ 105 _$ 405 $ 360 §$ 323 $ 293 % 236
Fixed charges, as defined: ) o
- Interestcharges @ (®) ~  $ 17 $ 71 $ 5T $ 49 $ 34 $ 4
Estimated interest component of operating
rc_a_pgals o o 1 5 4 2 2 2
" Total fixed charges o ) _ $ 18 $ 76 % 61 $ 51 _$ 36 $ 44
Ratio of earnings to fixed charges 5.8 53 59 6.3 8.1 54

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

(b) Includes a credit for amortization of a fair market value adjustment of $7 million in 2013.

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril d and is not d to be , lete 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 i law. Past fil ial p is no of future results.




Exhibit 12(e)
KENTUCKY UTILITIES COMPANY
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(Millions of Dollars)
Three Months
Ended March
31, Years Ended December 31,
2017 2016 2015 2014 2013 2012
Eamings, as defined: =~ S } e
Income Before Income Taxes ~_ $ 102§ 428§ 374 5 35 5 360 § 215
Adjustment to reflect earnings from equity
method inestments on a cash basis (2) _ 1w ) W) M) 33
] 103 271 33 354 359 248
Total fixed charges as below o 25 100 86 80 73 72
. Total earnings . 128 § 527 $ 459 $ . 434§ 432§ 320
le_edcharges, as deﬁned ) o T ~ A
Interestcharges®®) $ 24 $ 9% $ 8 $ 77 $ 10 $ 69
Estimated interest component of operating
. rentals S o 1 4 4 3 3 . 3
. Totalfixed charges $ 25 $ 100 $ 8 $ 8 $ 73 $ 72
gRatig of earnings to fixed charges ) ‘ 5.1 5.3 5.3 54 5.9 44

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

(b)  Includes interest on long-term and short-term debt, as well as amortization of loss on reacquired debt and amortization of debt discount, expense and premium -

net.
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Momingstar Document Research.
The iInformation contained herein may not be copied, adapted or i d and is not d to be , p or timely. The user assumes all risks for any damages or losses arising from any

use of this information, except to the exient such damages or losses cannot be limited or excluded by appli law. Past fii perfc is no of future results.



Exhibit 31(a)

, CERTIFICATION
’  WILLIAM H. SPENCE, certify that:

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

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

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

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

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

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

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

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

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

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

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

Date: May 4, 2017 /s/ William H. Spence
William H. Spence

Chairman, President and Chief Executive
Officer

(Principal Executive Officer)

PPL Corporation
I
N
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copled, adapted or distributed and is not warranted to be accurate, complete or tlmely 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 ded by licable law. Past fi, pertc isnog of future results.




Exhibit 31(b)

CERTIFICATION
.. I, VINCENT SORG I, certify that:

N

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

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

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

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

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

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

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

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

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

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

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

Date: May 4, 2017 /s/ Vincent Sorgi
Vincent Sorgi

Senior Vice President and Chief Financial
Officer

(Principal Financial Officer)
PPL Corporation

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or di: d and is not d to be 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 ded by licable law. Past fii perfc isnog of future resuits.




Exhibit 31(c)

CERTIFICATION

-~ T GREGORY N. DUDKIN, certify that:
I have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant");

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

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

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

a.

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

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and

the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

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

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

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

All significant deficiencies and material weaknesses in the design or operation of internal control over financial

a.
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal control over financial reporting.
Date: May 4, 2017 /s/ Gregory N. Dudkin

Gregory N. Dudkin

President

(Principal Executive Officer)
PPL Electric Utilities Corporation

Source: PPL CORP, 10-Q, May 04, 2017

Powered by Morningstar Document Research.

The information contained herein may not be copied, adapted or distrii d and is not d to be P 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 d by licable law. Past fii ial perf isnog of future results.




Exhibit 31(d)

CERTIFICATION

.. T MARLENE C. BEERS, certify that:
‘ I have reviewed this quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "registrant™);

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

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

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

a.

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

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

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

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

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

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

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

Date: May 4, 2017 /s/ Marlene C. Beers

Marlene C. Beers

Controller

(Principal Financial Officer)

PPL Electric Utilities Corporation
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained hereln may not be copied, adapted or i and Is not dto be Jo 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 by licable law. Past {ii ial perf is no of future results.




Exhibit 31(e)

CERTIFICATION
.1 VICTOR A. STAFFIERY, certify that:

; I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

.

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

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

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

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

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

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

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

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

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

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

Date: May 4, 2017 /s/ Victor A. Staffieri
Victor A. Staffieri

Chairman of the Board and Chief Executive
Officer

(Principal Executive Officer)
LG&E and KU Energy LLC

Source: PPL. CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, ad: d or distril d and is not dto be lete or timely. The user assumes all risks for any damages or losses arising from any

use of this information, except to the extent such damage's or losses cannot be limited or d by applicable law. Past fi per isnog of future results.




Exhibit 31(f)

CERTIFICATION
.. T KENT W. BLAKE, certify that:

| I have reviewed this quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "registrant");

/

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

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

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

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

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

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

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has

materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial
reporting; and

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

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

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

Date: May 4, 2017 /s/ Kent W, Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
LG&E and KU Energy LLC

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distributed and is not d to be ), ] 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 ded by licable law. Past fi ial perf is no of future results.




Exhibit 31(g)

CERTIFICATION
_I. VICTOR A. STAFFIER], certify that:

I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

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

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

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

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

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

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

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

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

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

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

Date: May 4, 2017 /s/ Victor A. Staffieri
Victor A. Staffieri

Chairman of the Board and Chief Executive
Officer

(Principal Executive Officer)
Louisville Gas and Electric Company

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or nmely 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 d by licable law. Past fi} ! per is no of future results.




Exhibit 31(h)

CERTIFICATION
. L. KENT W. BLAKE, certify that:

t I have reviewed this quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "registrant");

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

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

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

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

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

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

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

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

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

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

Date: May 4, 2017 /s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Louisville Gas and Electric Company

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distributed and is not warramed to be sccurate, complete or llmely 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 d by law. Past fis | performance is no guarantee of future resulls.




Exhibit 31(1)

CERTIFICATION
I VICTOR A. STAFFIER]I, certify that:

: I have reviewed this quarterly report on Form 10-Q of Kentucky Utilities Company (the "registrant");

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

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

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

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

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

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

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has

materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

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

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

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

Date: May 4, 2017 /s/ Victor A. Staffieri
' Victor A. Staffieri

Chairman of the Board and Chief Executive
Officer

(Principal Executive Officer)
Kentucky Utilities Company

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distri d and is not d to be ), iplete 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 ded by licable law. Past fi ial performance is no guarantee of future results.




-.T KENT W. BLAKE, certify that:

Exhibit 31(j)

CERTIFICATION

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

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

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

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

a.

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

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

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

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

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

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

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

Date: May 4, 2017 /s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company
Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research. '

The information contained herein may not be copied, adapted or distributed and is not d to be X 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 ded by applicable law. Past fii ial isnog of future results.
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Exhibit 32(a)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL. CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2017

In connection with the quarterly report on Form 10-Q of PPL Corporation (the "Company") for the quarter ended March 31,
2017, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, William H. Spence, the
Principal Executive Officer of the Company, and Vincent Sorgi, the Principal Financial Officer of the Company, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

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

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

Date: May 4, 2017 /s/ William H. Spence
William H. Spence

Chairman, President and Chief Executive
Officer

(Principal Executive Officer)
PPL Corporation

/s/ Vincent Sorgi

Vincent Sorgi

Senior Vice President and Chief Financial
Officer

(Principal Financial Officer)
PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained
by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril d and is not dto be P 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 ded by applicable law. Past fi ial perf: isno of future results.




Exhibit 32(b)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2017

In connection with the quarterly report on Form 10-Q of PPL Electric Utilities Corporation (the "Company") for the quarter
ended March 31, 2017, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Gregory
N. Dudkin, the Principal Executive Officer of the Company, and Marlene C. Beers, the Principal Financial Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

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

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

Date: May 4, 2017 /s/ Gregory N. Dudkin
Gregory N. Dudkin
President

(Principal Executive Officer)
PPL Electric Utilities Corporation

/s/ Marlene C. Beers

Marlene C. Beers

Controller

(Principal Financial Officer)

PPL Electric Utilities Corporation

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained
by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, pted or d and is not d to be , ) 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 by licable law. Past fii ial perf isnog of future results.




Exhibit 32(c)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
{ 1 AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
BN FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2017

In connection with the quarterly report on Form 10-Q of LG&E and KU Energy LLC (the "Company") for the quarter ended
March 31, 2017, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Victor A.
Staffieri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

* The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of

1934, as amended; and

» The information contained in the Covered Report fairly presents, in all material respects, the financial condition and

results of operations of the Company.

Date: May 4, 2017

/s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board and Chief Executive
Officer

(Principal Executive Officer)
LG&E and KU Energy LLC

/s/ Kent W. Blake

Kent W. Blake

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

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained
by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 04, 2017
The information contained herein may not be copied, adapted or distri d and is not

Powered by Morningstar Document Research.
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Exhibit 32(d)

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2017

In connection with the quarterly report on Form 10-Q of Louisville Gas and Electric Company (the "Company") for the
quarter ended March 31, 2017, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we,
Victor A. Staffieri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the

Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify
that:

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

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

Date: May 4, 2017 /s/ Victor A. Staffieri
Victor A. Staffieri

Chairman of the Board and Chief Executive
Officer

(Principal Executive Officer)
Louisville Gas and Electric Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principal Financial Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained
by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 04, 2017 Powered by Morningstar Document Research.

The information contained herein may not be copied, adapted or distributed and is not d to be , lete 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 appli law. Past ial p is no of future results.




CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

Exhibit 32(e)

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 2017

In connection with the quarterly report on Form 10-Q of Kentucky Utilities Company (the "Company") for the quarter ended
March 31, 2017, as filed with the Securities and Exchange Commission on the date hereof (the "Covered Report"), we, Victor A.
Staffieri, the Principal Executive Officer of the Company, and Kent W. Blake, the Principal Financial Officer of the Company,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, hereby certify that:

» The Covered Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of

1934, as amended; and

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

Date: May 4, 2017 /s/ Victor A. Staffieri

Victor A. Staffieri

Chairman of the Board. and Chief Executive

Officer
(Principal Executive Officer)
Kentucky Utilities Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer
(Principal Financial Officer)
Kentucky Utilities Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained

by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

Source: PPL CORP, 10-Q, May 04, 2017

Powered by Momingstar Document Research.

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or limely The user assumes all risks for any damages or losses arising from any
use of this information, except to the exient such damages or losses cannot be limited or ded by licable law. Past fij per isno

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 June 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 Registrant; State of Incorporation; IRS Employer
Number Address and Telephone Number Identification No.
1-11459 PPL Corporation 23-2758192

(Exact name of Registrant as specified in its charter)

(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179
(610) 774-5151

1-905 PPL Electric Utilities Corporation 23-0959590
\ (Exact name of Registrant as specified in its charter)

(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 774-5151

333-173665 LG&E and KU Energy LLC 20-0523163
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, KY 40202-1377
(502) 627-2000

1-2893 Louisville Gas and Electric Company 61-0264150
(Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, KY 40202-1377
(502) 627-2000

1-3464 Kentucky Utilities Company 61-0247570
(Exact name of Registrant as specified in its charter)
(Kentucky and Virginia)
One Quality Street
Lexington, KY 40507-1462
(502) 627-2000

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research,
The information contained herein may not be copied, adapted or i d and is not d to be iplete 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 licable law. Past fi ial perf is no of future results.
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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 of 1934 during the preceding 12 months (or for such shorter period that the registrants were required to file such
___reports), and (2) have been subject to such filing requirements for the past 90 days.

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

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

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

Indicate by check mark whether the registrants are large accelerated filers, accelerated filers, non-accelerated filers, 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 Smaller
accelerated Accelerated  Non-accelerated reporting Emerging
filer filer filer company growth company
PPL Corporation [X] [ 1 [ 1 [ ] [ ]
PPL Electric Utilities Corporation [ 1] [ ] [X] [ 1 [ 1
LG&E and KU Energy LLC [ ] [ ] [X] [ ] [ 1]
Louisville Gas and Electric Company [ ] [ ] X1 [ ] [ ]
Kentucky Utilities Company [ 1 [ ] [X] [ ] [ ]

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

— — — o/ —
—_— e b e

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 LL.C Yes No X

Louisville Gas and Electric Company Yes No X

Kentucky Utilities Company Yes No X
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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,
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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, 685,855,683 shares outstanding at July 27,
2017.
" PPL Electric Utilities Corporation Common stock, no par value, 66,368,056 shares outstanding and all held by PPL

Corporation at July 27, 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 July 27, 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 July 27, 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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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.
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GLOSSARY OF TERMS AND ABBREVIATIONS
PPL Corporation and its subsidiaries

*_“U- 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
~grvices primarily to PPL Electric.

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

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

PPL WPD Limited - an indirect U.K. 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) - Western Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.

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

v 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 17 - Act 11 of 2012 that became effective on April 16, 2012. The Pennsylvania legislation authorizes the PUC to approve two
specific ratemaking mechanisms: the use of a fully projected future test year in base rate proceedings and, subject to certain
conditions, a DSIC.

Act 129 - Act 129 of 2008 that became effective in October 2008. The law 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 Alternative 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 - At-the-Market stock offering program.

~ -JSER - 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. ‘

CCRY(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 U.K.

\)RIP - 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 alternative ratemaking mechanism

providing more-timely cost recovery of qualifying distribution system capital expenditures.

1SM-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 earnings 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 - Earnings 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).

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

IBEW - International 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. '

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.

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.

iii
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OCI - other comprehensive income or loss.

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

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

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

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

PP&E - property, plant and equipment.

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

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

", » | egistrant(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 U.K. 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-ED1 refers to the RIIO
regulatory price control applicable to the operators of U.K. 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-ED2 refers to the
second regulatory price control applicable to the operators of U.K. 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.

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

iv
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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.

~ ERC - SERC Reliability Corporation, one of eight regional entities with delegated authority from NERC that work to safeguard the
_=liability 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 Acis - refers to U.K. Finance Act of 2015 and 2016, enacted in November 2015 and September 2016 respectively,
which collectively reduced the U.K. 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 concerning expectations, beliefs, plans, objectives, goals, strategies, future events or
performance and underlying assumptions and other statements that are other than statements of historical fact are "forward-looking
statements" within the meaning of the federal securities laws. Although the Registrants believe that the expectations and assumptions
reflected in these statements are reasonable, there can be no assurance that these expectations will prove to be correct. Forward-
looking statements are subject to many risks and uncertainties, and actual results may differ materially from the results discussed in
forward-looking statements. In addition to the specific factors discussed in each Registrant's 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;
. changes in U.S. or U.K. tax laws or regulations;
. 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 U.K. to the European Council of the European Union of the U.K.'s intent to withdraw
from the European Union and any actions in responsé 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;
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. 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 recover fuel costs and environmental expenditures in a timely manner at LG&E and KU, and natural gas
supply costs at LG&E;

. fuel supply for LG&E and KU;

. 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;

. our ability 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.
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Any such forward-looking statements should be considered in light of such important factors and in conjunction with other documents
of the Registrants on file with the SEC.

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

“ITEM 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

PPL Corporation and Subsidiaries

(Unaudited)

(Millions of Dollars, except share data)

Operating Revenues

.Operafigg Ex;;_eqses_ i »
_ Operation

_Fuel

Energy purchases

Other operation and maintenance

Depreciation
'Taxes, other than income

'Total Operating Expenses

Operating Income

o ‘Jther Income (Expense) - net

L

Interest Expense

Three Months Ended June
30, :

Six Months Ended June 30,

2017 2016

2017 2016

$ 1,725 $ 1,785

$ 3676 $  3,7%

183 183 374 380
136 147 351 380
388 425 820 . 875
246 231 488 460
70 74 145 153
1,023 1,060 2,178 2,248
702 725 1,498 1,548
(112) 174 a9 235
222 224 439 448

Source: PPL CORP, 10-Q, August 03, 2017

The iInformation contained herein may not be copied, J:
use of this information, except to the extent such damages or losses cannot be limited or

Powered by Momingstar Document Research.

d to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any

law. Past fii ial performance Is no guaraniee of future resuits.



IncomeBeforeIncomeTaxes L o 368 o 67§ ) 900 1,_?_’3_5

_lncén_lhe_Tﬁ?(.e‘:s L 76 192 205 371

Net Income 8 2 8 483 $ 695 $ 964

Earmngs Per éhare of Common Stock
i Net Income Avallable to PPL Common Shareowners

Basic S $ 043 3 071 % 102§ 142
' Diluted o o $ 043 5 071 $§ 101 $ 141
Dividends Declared Per Share of Common Stock % 0390 $ 038 $ 079 % 076

WEigﬁied—AVérégé S_hdres of Common Stock Outstandmg
_(in thousands)

Basic ) o o - 683,841 677,145 682,370 676,293

" Diluted | L . 686351 680,729 684,725 679,773

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

Source: PPL CORP, 10-Q, August 03, 2017 ’ Powered by Mormingstar Document Research.
The information contained herein may not be copied, adapted or distributed and is not to be plete or limely 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 d by appli bl law. Past fi, ial per isnog of future results.
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CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

"T/’PL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)
Three Months Ended June Six Months Ended June
30, 30,
_ 2017 2016 2017 2016

:Nei mcome
. $ 292 483 $§ 695 $ 964

Other comprehensnve income (loss):
Amounts arising during the period - gams (losses) net of tax (expense)

eneﬁt
( Forelgn currency translatlon adjustments, net of tax of $0, $0 ($1) : ;
(%2 o 2 - 268 207 (196)
Quahfylng denvatlves net of tax of $5 $22, $7 $7 (24) (85) 30) 5)
.Defined benefit plans: ' S o o S
Net actuarial gain (loss), net of tax of $7, (81), $7, ($1) an 2 an 2

‘Reclass1ﬁcat10ns from AOCI - (galns) losses, net.of tax expense (beneﬁt)

Qualifying derivatives, net of tax of ($7), ($21), (87), (§2) 25 . 8 4 7
Equity investees' other comprehensive (income) loss, net of tax of $0, _
_$0, $0, $0° S I | o 1
Defined benefit plans
Prior service costs, net of tax of $0, $0, $0, $0 o ] 1 1 1, 1
Net actuarial (gain) loss, net of tax of ($9), ($8), ($18), (_$1_7) - 31 32 63 63
;T(_):tali()_ther comprehensive income (loss) B o 254 302 - 255 o (129)
- Comprehensive income n K 8 546 $ 785 $ 950 $ 835

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

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distributed and is not d to be lete or llmely 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 by appli e law. Past fi ial perfc isnog of future results.



Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, pted or d and is not to be 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 licable law. Past fi ial perf is no of future results.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

/':i‘PL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)
Six Months Ended June
30,
2017 2016
Cash Flows from Operating Activities . i e
_Net income o ) , L $ 695 $ 964
_ Adjustments to reconcile net income to net cash provided by operating activities _ o
" Depreciation _ _ S - o . 488 460
o wAmoruzatlon o ) o ) L ] o o 45 37
- \ _ Defined beneﬁt plans expense (mcome) o ‘ o G N V2
' ) Deferre(_i inceme taxes end inv_eetqwgt tax credits . . _ _ ) 20_1 o 3_%0
_Unrealized (gains) losses on derivatives, and other hedging a_etiVities o S ' _ 135 (192
Stock-based compensation expense - _ i 22 18
Other o S L o » 3 - an
Change in current assets and current liabilities . o
. _Accounts receivable ~ o o ) -26 16
_Accounts payable L _ S 0 69
Unbilled revenues . ] ' o o T @)
~ Fuel, materials and supplies ‘ ) 42 21
_; _Prepayments ‘ - ' L 66 (66)
_Coqnter;_)arty_»c_:gllateral ) ) B ) _ B ] ) o 8 ‘76_
' _, _Taxes payable =~ ] . ) - o S @n 22
~ Accrued interest 7 N A o S ) . (8'5)
Other current 11ab111t1es o ) o i ) o - (52) @47
.. . Other - g A L _ @y @b
g Other operatmg activities o ) o ‘ ] _ _ S
Defined benefit plans - fundmg B ] o - (582 - (229)
_Other assets L '_ ] ' ' ) i o ) - 2
Other habllmes (11) (55)
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Momingstar Document Research.
The information contained herein may not be copied, adapted or distril d and is not d to be T ortlmely 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 applicab le law. Past fi perfe iIsnog of future resulls.



| Netcashprovided by operating activities __

Cash Flows fromAInvestmg Activities

Expendltures for property, plant and equlpment L

j Expendltures for 1ntang1b1e assets
P :

’ Other investing activities
Net cash used in mvestlng act1v1t1es

Cash Flows from Fl_na!lcmg Ac_t!vm_es .

_Issuance of long-term debt
Retlrement of long—term debt )

_Settlement of cross-currency swaps

Issuance ‘of common stock
Payment of common stock d1v1dends

. Net increase (decrease) in short-term debt
Other financing activities

Net cash provided by (used in) ﬁnancing»activities. )
Effgct of Exchange Rates on Cash and Cash Equivalents
Net Increase (Decrease) in Cash and Cash Equivalents

_ Cash and Cash Equivalents at Beginning of Period

_ Cash and Cash vKuivAzlilépt»sAat End of Period

Supplemental Disclosures of Cash Flow Information
Sig_niﬁcgnt 1_1911_—5:ash t{gr!s_zigtior_155 o

g\dcfupd expenditures for property, plant and equipment at June 30,

Accrued expenditures for intangible assets at June 30,

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

790 1,170 .
1373)  (1,346)"
a0
6 13
(1,382) _ (1,347)
) __594 o 1020
(60) (684)
— 46
i 177‘ e "76>
29 61
554 _(66)
(25) 31)
711 (152) .
7 (15)
126 ’
(344)
341 836
467 $ 492
284 $ 283
56 $ 94

Source: PPL CORP, 10-Q, August 03, 2017
The information contained herein may not be copied, ipted or distril d and is not to be

use of this information, except to the extent such damages or losses cannot be limited or d by

Powered by Morningstar Document Research.
or llmely The user assumes all risks for any damages or losses arising from any
of future results.
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CONDENSED CONSOLIDATED BALANCE SHEETS

~"PPL Corporation and Subsidiaries

(Unaudited)

(Millions of Dollars, shares in thousands)

June 30, December 31,
2017 2016
Assets
Current Assets . - B
77",__4;ACash>_a,an cashequivalents o o _ '_ $ 467 & .. 341
i Apcqunts feceivable (_Less ;esqwqg_20_17, §§53; 2Q}6, $5£}) _ )
- Cﬁstpmer o o - _ 628 - ‘;6664
Other ] o o ‘ ) 85 _ 46
_.,:Unbilled fevenues_ ) ] _ N ' o : o ) 416 - - 480
... Fuel, materials and supplies S L e B
. ;-f;Prepayn}f;nts | o i ) o © 131 63
:_‘l?rige _ri»sk' management assets o ] - 69 ) - _ —63
| . Other current assets . N 7 ' 54 52
) ”‘Total Curr_ent Asset_s o ) ) 2,166 2,067
Property, Plant and Equipment
" Regulated utility plant o S o 36173 34674
_Less: accumul_ated deprqciq;i_on'_-l rqg_ulgtgd uvtilit_yy plant o , ) 6,446 6,013
"\ . Regulated utility plant, net | I ) ' o » 29,727 , 28,661
Non-regulated property, plant and equipment ] , 424 o 413
____Less: accumulated depreciation - non-regulated property, plant and equipment o 134
Tho nformation cariained here mey nat be copied, adapted o dstributed and s not to be pletsortimely, The usar assumes il sks for any dammego or osees arsng fom any

use of this information, except to the extent such damages or losses cannot be limited or d by licable law. Past pe isnog of future results.



Non-regulated property, plant and equipment, net e -k P 2L

" 'Construction wbr_k in progress S o o 1,229 1,134

7 ", Property, Plant and Equipment, net S o 31,233 30,074

Other Noncurrent Assets

. Regulatoryassets o o1 1918
 Goodwill | o 3 3060
‘___I_‘ch_eriqtangiblgs o » S - 656 | 700
__F_Pe_:nsigpbepjc_f_fltal_sset S o o 467 9
__ Price risk management assets _ , L o 245 336
_ Other noncurrent assets ) o - S 152 151
: '__;_Total_(_)thg:r Noncurrent Assets o N o 6,565 ) 6,174
Total Assets - _ , % . 39964 $ 38,315

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

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distributed and Is not warranted to be accurate, complete or tlmely 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 d by li law, Past fi ! perf is no of future results.
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CONDENSED CONSOLIDATED BALANCE SHEETS

- ¥PL Corporation and Subsidiaries
(Unaudited)

(Millions of Dollars, shares in thousands)

June 30, December 31,
2017 2016

Liabilities and Equity

91_1_rrept_ Liz_ll?ilitieg

_, !'Short-termdebt | _ _ s 1491 8 | . ;9_,23'
_Long-term debt due within one year N _ AU 671 . _o18
' Accounts payable : o - -T2 : 820
) .'Tz'lxes‘ ) ) o i o 77 1ol

e | T 27

__ Dividends o o ) ) » » o o 2n o 259
| Customer deposits - | _ o : 289 | 276
) ._Regulatory_}iabil_jties S ] S _ . n ) _191

A i’Other current liabilities ) : 526 569

ﬁ_Totz_ll Cu_rrc_a_nt'I‘,iab_ivlities o ) ) _ o 4,350 3,837
Long-termDebt o o 18397 17,808

I_)e_f‘eg'red (;liefiits ar_lg Other Nqnpqg';ent Liabiliti(_eg

. . Deferred income taxes ‘ ‘ ) ' 4130 - 3,889

- Investment tax credits 131 132

1 _Accrued pension obligations - ; L . 187 oo Lot
Asset retirement obligations 343 428

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Momingstar Document Research.

The informatlon contained herein may not be copied, d or distributed and Is not dto be or lime.ly. 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 by applic law. Past fi) per is no of future results.



__ Regulatory liabilitles . I %02 899

Other deferrgad credit§ agd noncurrent 1_iat_>ilitie_s—_> ) o o 434 422

¢ 'Total Deferred Credits and Other Noncurrent Liabilities 16,727 6,771

igt_)_i']_mgijmentsﬁanq Contingent Liabi!_ities (Notes6and 9)

Equity

_ Common stock - $0.01 par value (a) - . T 7
'_ _Additional paid-in capital - » ) o o 10023 . 9841
 Famingsreinvested - Lo s 3
| Accumulated other comprehensive loss - ' » (3,523) (3,778)

_Total Equity ) o o o ) 10,490 9,899
Total Liabilities and Equity $ 39964 $ 38,315

-

“\ , ) 1,560,000 shares authorized; 685,473 and 679,731 shares issued and outstanding at June 30, 2017 and December 31, 2016.

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

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distri d and is not to be p 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 licable law. Past fi pe. is no of future results.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

N

©PPL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)
Common - Accumulated
stock Additional other
shares Common paid-in Earnings comprehensive
o o _ outstanding (a) stock capital reinvested loss Total
‘Dgpgm};e_r 31, 2016 ' - 679,731 $ - 7 $ 9,841 $ B _3,829 5 . (3,778) M$' 9,899
C_ommg_n_ s_tock isspeq o 5,742 _ 202 o . o o _20_2
Stock-based compensation L Q0 . A ¢V}
letincome S § 695 , 695
" Dividends and dividend
equivalents . G4 4D
Other comprehensive income
(logs)‘ _‘ o 255 255
Juy;_e_égQ, 2017 685,473 - $ 7 $ 10,023 $ 3,983 $ ' (3,523) _$ 10,490
Décember_31, 2015 673;857 o $ 7 $ - B 9,687 $ 2,953 $ (2,728) $ . 91_919 ]
Corpmqn_stock iss_ug_d. ] 3369_2 7 7 109 _ o ] o 109
Stock-based compensation : _ _ G o )Y
NgtipcgmeA - - ] _ ’ 964 ) ) o ‘964
Dividends and dividend ’ :
equivalents } 615 o (515)
Other comprehensive income
(loss) o o _ _ ] (129) (129)
Adoption of stock-based
compensation guidance . _ S
- umulative effect adjustment . o : ) 7 ‘ _ 7
. ~une 30, 2016 677,549 $ 7 $ 9,766 $ 3,409 $ (2,857 $ 10,325
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril d and is not dto be ), 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 by i law. Past fil ial perf is no of future results.

P



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

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

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril d and Is not d to be acc ), 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 fi ial per isnog of future results.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME

_ PPL Electric Utilities Corporation and Subsidiaries

S _Jnaudited)

(Millions of Dollars)
Three Months Ended June
30, Six Months Ended June 30,
2017 2016 2017 2016
'Operating Revenues _ N $ 500 $ 495 $ 1,073 $ 1,080
Operating Expenses )
~ Operation
Energy purchases . 107 118 253 285
Other operation and maintenance ) B ) 138 137 302 o287
_ Depreciation 76 62 151 121
B Taxe_s_, other than iqqpme 7 _ » 23 24 52 53
"\ . Total Operating Expenses 344 341 758 746
Operating Income o o _ _ 156 154 315 334
Otheg_ Income (Expense) - net o 3 5 4 - 8
Interest Income from Affiliate _ s 1 — 1 =
Interest Expense ] 36 32 69 65
Income Before Income Taxes | 124 127 251 277
Income Taxes 4 ) ) 47 48 95 104
Net Income (a) | $ 77§ 79 $ - 156 $ 173

" “a) Net income equals comprehensive income.

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

Source: PPL CORP, 10-Q, August 03, 2017 ’ Powered by Momingstar Document Research.
The information contained herein may not be copied, adaf or and is not to be ), P 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 d by i law. Past fi) ial performance is no guarantee of future results.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Electric Utilities Corporation and Subsidiaries
) (’}Inaudited)

(Millions of Dollars)

Six Months Ended June 30,

2017 2016
Cash Flows from Operating Activities
Net income , ) o ) ) $ 156 $ 173
_Adjustments to reconcile net income to net cash provided by opgra_ting activities
" Depreciation ) » _ 151 121
) A_rnprtization 3 _ 7 o o _ o 15 15
Defined benefit plans - expense i A S 7 7
_ Deferred income taxes and investment tax credits o ) 84 107
_Other S _ ] RG] 10y
_ Change in current assets and current lia_bilities )
] ) _ Accounts receivable ‘ ) ) N 13 ] 6)
Accounts pay?bl_g ) _ (59 (26_)
_ Unbilled revenues o o i 17 ] 3
Prepayments ] ) ) (52) 3
‘Regulatory assets and liabilities i ) ] a2 (40)
Taxes payable o S ) o ' @ ~(16)
Other ) . , L _ O ©
~ Other operating activities
Defined benefit plans - funding ) , ) 24 —
Other assets ) ) ) ) ' ) @) 1
Other liabilities o ) o 1 (8)
Net cash proyidqd by operating activities o ] 279 328
Cash Flows from Investing Activities ] ) ) 7 A S
_ Expenditures for property, plant and equipment » N - . (550) (424)
- Expenditures for intangible assets - 5) 2
. ) Net increase in notes receivable from affiliate ) - (270) =
Other investing activities _ ' ) 1 )
__Net cash used in investing activities _ o i o (824) (427)
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distributed and is not d to be plete 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 fi ial per isnog of future resuits.



Cash Flows from Financing Activities

.. Issuance of long-term debt S : 40 2
) l) _Retirement of long-term debt S - e — (9
. Coptibutions fromparent S5 200
| Paymentof common stock dividends toparent . . _ (s 117)
_. Netincrease (decrease) in short-term debt @y 8
t Other financing activities . 3 (2)
- Netcash provided by financing activities ' o ) . 591 87
Net Increase (Decrease) in Cash and Cash Equivalents L I €
\Césh and Cash Equivalents at Beginning of Period . _ o - o 13 47
Cash and Cash Equivalents at End of Period o _ S 38 59 3 35
'Sli.ppi_qmenta‘l lii?cio_séfe o—f Cash if‘lqw .Inforn]aﬁq;!'i ) ]
Significant non-cash transactions: _ ] ] i ]
Accrued expenditures for property, plant and equipment at June 30, $ 157 $ 130

. The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril d and is not to be P 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 luded by law. Past fii ! per isno 3 of future results.
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CONDENSED CONSOLIDATED BALANCE SHEETS

_.PPL Electric Utilities Corporation and Subsidiaries

| N ‘ Inaudited)

(Millions of Dollars, shares in thousands)

Assets

Curl_-ent A_ssets

. Cash and cash equivalents
‘ Ac,coums receiyal_)le (less reserve: 2017, $26;_2016, §28)
_ Customer
Other
: Accounts receivable from affiliates
Notes receivable from affiliate
’ ) _ Unbilled revenues
Materials and supplies
Prepayments
_Regulatory assets
Other current assets

Total Current Assets
Property, i’ia_ntﬂand Equipment

_Regulated utility plaﬁt
Less: accumulat_gd depreciation - regulated utility plant
 Regulated utility plant, net
_ Construction work in progress

'__Property, Plant and Equipment, net

' \‘/'O-fher Noncurrent Assets

Regulatory assets

] Intangibié_:s_ ‘

June 30, December 31,
2017 2016
59
13
267
272
12
21
1
270
97
114
29
A 32
61
9
14
) 19
6
8
816 488
10,235
) 9,654
2,814
2,714
7,421
. 6,940
593
641
8,014 7,581
1,076
1,094
254 251

Source: PPL CORP, 10-Q, August 03, 2017
The information contained herein may not be copied, adapted or distril d and is not to be

Powered by Morningstar Document Research.
or timely. The user assumes all risks for any damages or losses arising from any

use of thls information, except to the extent such damages or losses cannot be limited or excluded by

isnog

of future results.



Other noncurrent assets

15 N

12

T « ' o - 1,345 1,357
. - Total Other Noncurrent Assets

Total Assets % 10175 § 9,426

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

N A(flnaudited)

(Millions of Dollars, shares in thousands)

June 30, December 31,
2017 20_16
Liabilities and Equity
Current Liabilities S o
. Short-termdebt K) — 95
_ Long-term debt due within one year ] 224 - 224
. Accounts payable ~ 353 367
. Accounts payable to affiliates : 2 2
_ Taxes s 8 ) 12
N Intergs} S 37 3f1 )
\\’ >_ Regulatory liabilities 57 83
~ Other current liabilities ) 88 101
 Total Current Liabilites 796 1,158
Long-term Debt 3,074 2,607
Deferr_‘et_i Credits and ()ther Noncurrent Liabilities |
‘Deferred_ ipcome taxes _1,99_0' ) _'1,_8‘994
) .lAc_(_:rUEed pension sbligaﬁqns_ 257 _ 281
_ Other deferred credits and noncurrent liabilities 90 90
_ Total Deferred Credits and Othevr‘l.\ll_(v)ncurrent Liabilities 2,337 2,270
Commitments and Contingent Liabilities (Notes 6 and 9) ~
*?tilu,ity, : ; -
~ Common stock - no par value (a) 364 i 364
- Addiional puid-in apitl__ s 2154

Source: PPL CORP, 10-Q, August 03, 2017
The information contained herein may not be copied, d or distributed and is not

Powered by Morningstar Document Research.
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

per isno

of future results.



Earnings reinvested 875 873

.__Towl Equity , _ _ o o 3,968 ° 3,391

- F%gtag,Li_abjﬁties and Equity . o s 10175 $ 9,426

(a) 170,000 shares authorized; 66,368 shares issued and outstanding at June 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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use of this information, except to the extent such damages or losses cannot be limited or ded by licable law. Past fil ial perfc is no of future results.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

_PPL Electric Utilities Corporation and Subsidiaries

I
_ . Inaudited)

(Millions of Dollars)
Common
stock
shares Additional
outstanding Common’ paid-in Earnings
o (a) stock capital reinvested Total
December 31,2016 ) 66368 __$ 364 § 2154 § _ &3 § 3391
Netincome = I L S L se 156
Capital contributions fomPPL L ss s
Dividends declared on common stock 54 a54)
June30,2007 . 66,368 $ . 364 $ 2729 $ 875§ 3968
December 31,2015 © 66368 $ 364 $ 193 _$ &1 5 3119
~ letincome 173 173
N L. S e e e L ) A
Capital contributions from PPL. S 200 200 -
]_Diyiﬁd;e}_pds declared on common stock (116) (116)
;.Iune30,2016 ] S 66,368 $ 364§ 2,134 § 878  § 3,376

(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.

14
Source: PPL. CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or il and is not ted to be 3 P 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 d by licable law. Past fii ial perfc isnog of future results.




Table of Contents

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

o “{fnaudited)
_ Jlillions of Dollars)
Three Months Ended June
30, Six Months Ended June 30,
2017 2016 2017 2016

Operating Revenues _ $ 723 $ 721 $ 1,532 $ 1547
Operating Expenses
__ Operation )

_ Fuel N | o _ 183 182 374 380

Energy purchases ) A 29 28 98 94
Other operation and maintenance 192 204 399 406

_ Depreciation _ » 105 100 210 199

_Taxes, other than income 16 15 32 30

_ Total Operating Expenses - 525 529 1,113 1,109
Operating Income _ 198 192 419 438
Othef -Incon_le (Expense) - net ' » (4), (C) - ® ©6)
Interest Expense ) 50 ) 48 . 99 97
Interest Expense with Affiliate o 4 4 8 8
Income Before Income Taxes ) o - 140 135 306 327
Income Taxes ) - ] ] 53 51 116 123
Net Income $ 87 $ 84 $ 190 $ 204

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

 G&E and KU Energy LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)
Three Months Ended June » Six Months Ended June
30, 30,
] ~ 2017 ) 2016 2017 ) 2016
Nét income ' 3 o
. $ 87 § 84 $ 190 $§ 204
Other comprehensnve mcome (loss): ) ~
Amounts arising during the period - gams (losses) net of tax (expense)
benefit:
3 peﬁhed benefit plans: ) B
 Net actuarial gain (loss), net of tax of $7 ($1) $7 $n _ any 1 - any - 1
Reclasmﬁcatmns from AOCI - (gams) losses, net of tax expense ‘
) \ (benefity: i
Jquity investees' other comprehenswe (income) loss, net of tax of $0,
~ %0, $0, $0 ) o S - @ 1 M
Deﬁned beneﬁt plans:
»l?riqr se_rv_ice costs, net of tax of $0, $0, $0, $Q ) ' 1 N 1 o 1
_* Net actuarial loss, net.of tax of ($1), ($1), ($2),($1) 1 1 2 2
Total other comprehensive income (loss) . ©) 2 @) 3
Comprehensive income $ 78 3 86 $ 183 S 207

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

" G&E and KU Energy LLC and Subsidiaries

(Unaudited)

(Millions of Dollars)

Cash Flows from Operating Activities

! . Netincome

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

5

Change in current assets and current liabilities

‘Other

Depreciation
Amortization

Defined benefit plans - expense

Deferred income taxes and investment tax credits

Accounts receivable
Accounts payable

Unbilled revenues

_Fuely, materiglyg gggi_ supplies

Taxes payable
_Oth;;r

_ Other operating activities

Defined benefit plans - fl}nd-ing

Expenditures for asset retirement obligaiiqrgs )

Othe{ assets

Other liabilities

Net cash provided by operating activities

~ Cash Flows from Investing Activities

4

[Expenditures for property, plant and eg_uii)rpent‘ o

_Net cash used in investing activities

Cash Flows from Financing Activities

Six Months Ended June 30,

2017 2016

$ 19 5 204

'___@1«0‘7 ] 199

) __14 ) v15
) 1_2 L Vl3_ ‘
) 91 ) o 1_21 .
- (M.

13 -9

(28 28

23

) 41~ o _20
3. - .(13)

ey (@3

@) @)

(121 o 8

@]
6 .

511 506

(355)  (439)
(355) . (439)

Source: PPL CORP, 10-Q, August 03, 2017

The information contained herein may not be copied, adapted or distributed and is not

Powered by Morningstar Document Research.

use of this information, except to the extent such damages or losses cannot be limited or

dto be or timely. The user assumes all risks for any damages or losses arising from any

ded by licable law, Past fi per isnog of future results.



' \\ “Retirement of long-term debt _

. B, - -

‘Net increase (decrease) in notes payable with affiliate

Issuance of long-term debt

/

Net increase (decrease) in short-term debt

Debt issuance and credlt facﬂlty costs
Distributions to member

Contrlbutlons from member

Net cash used in ﬁnancmg act1v1t1es

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

Cash and Cash Equivalents at End of Period

Supplemental Disclosure of Cash Flow Information

Significant non-cash transactions:

_Accrued expenditures for property, plant and eq'uibmex;t at June 30,

@ 123

60 .=

(60) —

73 (126)

) M

e - J4

— 37

(150) 81

6 (14)

13 30

$ 19 16
$ 83 105

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

~ G&E and KU Energy LLC and Subsidiaries

(Unaudited)
(Millions of Dollars)
June 30, December 31,
2017 2016
Assets
Current Assets . o L o X )
Z $ 19 $ 13
__Cash and cash equivalents ) i .
_ Accounts receivable (less reserve: 2017, $25; 2016, 24 ) ) ) o
' ' 221 235
Customer o ) S o
40 17
Other _ o S
147 - 170

7 \ _ Unbilled revenues

. a o - 287 297
~ Fuel, materials and supplies

o 32 o S 24
. Prepayments : . -
23 20
”Reg_ulatory assets o
. - 9 4
_Other current assets . .
748 780
' Tgya} Current Assets
P;ppexﬁ_y_, Plant and I_*Z_qu_ipment» ) . L.
'. - o 12,852 ' 12,746
. Regulated utility plant ) _ N o
1,630 1,465
_Less: accumulated depreciation - regulated utility plant
. 11,222 o 11,281
_Regulated utility plant, net. L R
411 317
_ Construction work in progress
i _ 11,633 : 11,598
~ Property, Plant and Equipment, net '
\,l)t_hep Noncurrent Assets _ -
Regulatoryassets _ S . _ 80 824
_ : ' 926 .. - . 996
.. Goodwill R R
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copled, ipted or di: d and is not (; d to be or rlme.l;:. 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 d by li law. Past fi) per isno of future results.



90 95

Other intangibles ) o S
D ’ ‘ 4 80 78
Other noncurrent assets ] ] o )
: 1,996 1,993
. Total Other Noncurrent Assets ) N
A B
Total Assets $ 14377 $ 14,371

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

7 G&E and KU Energy LLC and Subsidiaries

(Unaudited)

(Millions of Dollars)

June 30, December 31,
2017 2016
Liabilities and Equity
Current Liabilities _ _
| Sorttermdebt o » s 28 s 1ss
Long-term debt due within one year o - B8 N
| Notespayable withaffiite 19183
| Accountspayable o S B B
Py ‘__Acéqqpts_ payable to affiliates _ _ - o o 6 ) 6
o Customer deposits L ST o8
D Twes e
_ . Price risk management liabilities . R 5 B
~ Regulatory liabilities . : - N 18
Cdmerest L ) : oo 2
B 'As's_et'retire_meng obligations ) _v _ g .13 60
,_‘.,Ot!ztzr current liabilitles , _ : 115 119
| ;:_To'tal Current Liabilities o , ' -1,083 , 1,127
Long-term Debt : :
| _Longtermdebt o S - 45_69_ . - ,4.,4.7:;1
~_Long-term debt to affiliate o 400 400
] _Totél I;ong—_termADebt o S o " 4,969 B 4,87i
4 .
o f.ﬁéi‘efl;eii Credlts and Other Noncurrent Liabilities H o
Deferred income taxes 1,823 1,735
ST PPLOOTE O MGAT D vt cinses o zormarem e ey e asumes o o Do Pt
uSe of this information, excep (o the extont such damagas or losses cannot be limited or excluded by applicable Jaw: Past financial porformance i6 mo guarantoe of future results,



* Investment tax credits

|
t
Lo ST I T RS U UV S R

Accrued pensnon obhgatlons

e e ——evmy o e = e mm e e e

4 .\ Asset retirement obhganons

__Regu_l_e;tory»lia_brlitiee» o
. Price risk management liabilities -

Other deferred credlts and noncurrent 11ab111t1es

oo = mmes - T s -

" Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Notes 6 and 9)

] . ‘ -
Member's Equity

‘Total Liabilities and Equity

25 o a7

176 190

3693 . 3706

14377 $ 1437

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)
Member's
Equity
December 31,2016 o . o - 8 4,667
Net income 190
Distributions to member L . S S A1)
Other comprehensive income ©))
- : v

; June 30, 2017 B ) o ] S o $ 4,632
December 31,2015 - o o S _ o 84517
Net income 204
Contributions from member o . S S 37
Distributions to member (114)
Other comprehensive income V _ o o o o o 3
June 30, 2016 $ 4,647

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

N

1

" Louisville Gas and Electric Company
(Unaudited)

(Millions of Dollars)

Three Months Ended June  Six Months Ended June

30, 30,
2017 2016 2017 2016
Operating Revenues o U e
_ Retail and wholesale o o B $ 320 3 317 $ 694 $ 692
Electric revenue f{qm. afﬁligt_e; ‘, ' o _ 4 6 21 17
. / ) Total Operating Revenues ] 324 323 715 - 709
Operating Expenses i ‘
__ Operation
- Fuel - i B ) ) _ 69 ) 6 149 ) 147
) Energy purchases ) 25 23 8% &
. Energy purchases from affiliate ) o 3 ) 3 5 .5
N Other operation and maintenance o _ 86 ) 92 173 L }79
: w}D__epreciatior_l 4 _ _ / 7 45 -42 8 - 83
'I»‘axews3 o}l_leg thaq _income o ) ) _ 9 7 17 15
' Total Operating Expenses _ : 237 236 522 514
Operating Income s 87 81 193 195
Other Income (Expense) -net , C1 05 ‘(1) )
L Qh_teres_t Expense - - - 19 18 36 35
Income Before Income Taxes -~ o 69 64 156 155"
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Momingstar Document Research.
The information contained herein may not be copied, ipted or distril d and is not d to be P 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 d by applic law. Past fi ial per isnog of future results.




Income Taxes ) _ _ 27 24 60 . 59

}I_e_t‘lnco;me_ (a) ' : ] i 8 2 3 40 $ 9% $ 96

(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
A‘,:‘,Inaudited)

(Millions of Dollars)

Cash Flows from Operating Activities
Net income |
__Adjustments to reconcile net income to net cash provided by operating gc_tivities_ ]
Depreciation
Amortization
Defined benefit plans - expense
_ Deferred income taxes and investment tax credits
. Change in current assets and current liabilities
N Accounts receivable
i ) Accounts receivable from affiliates
~Accounts payable
Accounts payable to affiliates
Unbilled revenues

Fuel, materials and suppliq$

Taxes_payablq o
Other

KU

Other operating activities

~ Defined benefit plans - fupdi_i_ig -
~ Expenditures for asset retirement obligations

Other assets
Other liabilities ~

. Net cash provided by operating activities

Cash Flows from Investing Activities
~, _Expenditures for property, plant and equipment

Net cash used in investing activities

‘Cash Flows from Financing Activities
Issuance of long-term debt

Six Months Ended June 30,

2017 2016
96 96
89 83
7 6
3 4

57 62
9 2
1 )
an 20
@3) 8
14 (M
33 29
(23) L
?3) ~(6)
<) N ()
@ - ©
— i C)
1 3
264 ;273
am (@3
77 (237)
" 60 R

Source: PPL CORP, 10-Q, August 03, 2017

Powered by Momingstar Document Research.

The information contained herein may not be copied, adapted or distril d and is not to be lete 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 d by appli ’ law. Past pe isnog

of future results.



. "Retirement of long-term debt - o S - S ey o —

—._Netincrease | (decrease) in short-termdebt o S ) 38 o _(3_2)

)“I_)_ebt issuance and credit fac111ty costs - o e o L _(*_1)7_ .

_ Payment ¢ of common stock dividends to parent o o N (a2 o (61)
_Contributions from parent . ) L L —_ .4

_ Netcash used in ﬁnancmg activities 3 o o (85) 47)

~ . 2 (11)

Net Increase (Decrease) in Cash and Cash Equivalents . B

Cash and Cash Equivalents at Beginning of Period o S 5 19
Cash and Cash Equivalents at End of Period o o 8 7 $ 8

‘Supplemental Disclosure of Cash Flow Information
Si_g_niﬁeang non—cash tr_qnsactions:

_ Accrued expenditures for property, plant and equipment at June 30, o % 4 5 6

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

i _naudited)

(Millions of Dollars, shares in thousands)

June 30, December 31,
2017 2016
Assets
Current Assets . _
b _ $ 7 % 5
.. Cash and cash equivalents ;
_ Accounts receivable (less reserve: 2017, $1; 2016, $2) I ]
. . 101
i . Customer o » o o ] ] o 109
11 '
(Other . o . S 1
: . ’ 17 .
. . Accounts receivable from affiliates o o o . S 28
61
) U{lb_i_llgd revenues o ) o ] o o o 75}
: ‘ 110.
\ Fuel, materials and supplies . o o o - » 143
_ 15
_Prepayments ) S . : - A
_ 11 9
_ Regulatory assets
3
 Other current assets L . 1
336 393
- Total Current Assets
fPpréfty, Pla_ilt and Eqilipfnent »
S 5440
_ Regulated utility plant L T
) ' ‘ _ 566 .
- Less: accumulated depreciation - regulated utility plant . ) L o 498
4,874
Regulated utility plant, net S B ) ) - 489
L ’ ' 174 :
_ . Construction work inprogress ) L ) - 133
5,048 4,992
. Property, Plant and Equipment, net.
Oiiler N oiiclirfént As_sets ' i ‘
s > _Regulatory assets . : L M4 - 450
389
.. Goodwill . o _ _ L 389
. Other intangibles o L - -
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or di: d and is not d to be , lete 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 fit ial per isnog of future results.




Other noncurrent assets

P '__Tpta_l Other Noncurrent Assets

iTQt&_ll_ Assets

_ 17
910 915
$ 6,294 $ 6,300

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
“ o /ﬁilnaudited)

(Millions of Dollars, shares in thousands)

Liabilities and Equity

Current Liabilities
' Shorttermdebt .
~ Long-term debt (_il_lg vxithin one year
- Accounts payable
_Accounts payable to affiliates
- Cu,stqmer_dePQSEES_. .
| Taes
> 'f Price risk management liabilities
Regulator}{_ligbilities
) Interest
Asset retirement obligations
i _ Other current liabilities
... Total Current Liabilities
‘i,(;ing-term Dei)t

i)ét:erréd (fre(lits _a.hd_ bther Nohcurrent Liabilitiesv

. Deferred income taxes

. Investment tax credits
Aqqrued_peﬁsion obligatibns
_ Asset retirement obligations

7 ) Regulatory liabilities

Price risk management liabilities

_Otl_ie_r_ defe(red-;;y«s;diié and non_yc_urr_ent»lia‘lb‘ilitie_s_ )

Source: PPL CORP, 10-Q, August 03, 2017

The information contained herein may not be copied, adapted or distributed and is not
use of this information, except to the extent such damages or losses cannot be limited or

June 30, December 31,
2017 2016
‘ 3 4 207 169
: 98 194
116 148
23 %
27 27
17 40
5 4
4 5
10 11
2 o4
40 36
576 701
1,521 1,423
1,033 . 974
36 36
" 49 53
103 104
418 419
) 25 27
) . 83 87
stobe el he o sumas i ok o el o s g o



__. Total Deferred Credits and Other Noncurrent Liabilities 1,747 1,700
L SR [, e e e e o - e - _ e . - - - R [,
,,»;\’"9!“‘!@.'_““'_!“? and Contingent Liabilities (Notes6and9) e .
Stockholder's Equity o L . o

| Commonstock-noparvalue (), Y 424
. Additional paid-in capital R 1,682 oo 1682
i‘_iEqmiﬁgs reinvested - o A 344 370

_ Total Equity o L 2,450 2476
Total Liabilities and Equity o o B

$ 6,294 $ 6,300

(a) 75,000 shares authorized; 21,294 shares issued and outstanding at June 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

. Inaudited)

(Millions of Dollars)

December 31,2016
Net _ing:ome N

Cash dividends declared on common stock
June 30, 2017
Dgpen_nber 31, 2_01_5 )

Net income

- “apital contributions from LKE

N ..
Cash dividends Qeclared on common stock

June 30, 2016

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

_Louisville Gas and Electric Company

Common
stock
shares Additional
outstanding Common paid-in Earnings
(a) stock capital reinvested Total
_2_1,294 o $ ] .424‘ ‘$ ) 1,682 $ 370 $ 2,476 ]
96 96
(122) (122)
21,294 $ 424 $ 1,682 $ 344 $ 2,450
2!,294 $ ] f124 ) $ 1,611_ ‘$ 295 $ _23339_
- - 96 96
: 4 4
(61) ~ (61
21,294 $ 424 $ 1,658 $ 330 $ 2,412

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

. Inaudited)

(Millions of Dollars)

Three Months Ended June  Six Months Ended June

30, 30,
2017 2016 2017 2016
Operating Revenues o -
. Retail and wholesale S o $ 403 $ 404 $ 88 §$ 855
 Electric revenue from affiliate = . 3 3 5 >
: ~_.Total Operating Revenues . ] ] . 406 407 843 860
bﬁ_qréting Ei;pensé'sh_' V R ~ -
_Operation ]
_ Fuel I . 114 113 225 233
Energ)_f purchases B ) ] o B »4__ 5 ) B 9 o 9
N . Energy purchases fromva'fﬁ_]iat_e ) 4 6 21 ] 17
Other operation and maintenance A , 100 107 ' 209 213

_Depreciation S B ] 61 58 121 116

__ Taxes, other than income - ) 7 8 15 15
“.Total Operating Expenses g ' 290 297 600 ~ 603
Operating Income , , o 116 110 243 257
Other Income (Expense) - net o @ o W
Tnterest Expense o ‘ S 2 23 - 48 47

‘fl__n‘_c_’ipr_ne_Be_fqre Income Taxes ) : 9 .- 88 192 209

}Igt_.lng_:q’me(a) S ' P 56 $ 54 $ 119 $ 1129

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, pted or ib and is not to be lete 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 d by app e Iaw. Past fii per isnog of future results.




(a) Net income approximates comprehensive income.

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

_ Kentucky Utilities Company

. “Inaudited)

(Millions of Dollars)

Six Months Ended June 30,

2017 2016
Cash Flows from Operating Activities ] h
| " Netincome - S s 1y s 129
_ Adjustments to reconcile net income to net cash provided by operating activities ,
| _ _Depreciatien ) ' N o S o _.1_21 116 ,
Amortization ‘ S o o o 6 T
Defined benefit plans - expense ] o o A ) ] 2 3
_ Deferred income taxes and investment tax credits ] o ) 70 77
Other | . - a
o Change in current assets and current liabilities .
) Accounts receivable o o ) Ny ) - 5 11
Accounts receivable from affiliates o ) ) B = r
. Accountspayable - . B _ ® 11
Accounts p_a_yz_ible to affiliates o ] o ) o (1s) 12 A
| Unbilledrevenves - o L S S
~ Fuel, materials and supplies ) ) ) o ) 8 ~®
e Taxes  payable . o o ) N . 29 )
Other o - o o (13) __an
. Other operatmg activities o ) | o e
Defined beneﬁt plans fundmg i A ) A o 21) , (13)
L Expendltures for asset retlrement obhgatlons ) ' N ] ’ e @
Other assets N . L R S
o Other liabilities = o S . _ oo 4 (1)
Net cash provided by operating_activigiee ] S - o 257 311
, \Cash Flows from Investing Actlvmes o S ) . o i
) Expendltures for property, plant and equlpment o ) - ) a7 201)
) _ Net c_ash used in investing activities . . (177) (201)
Cash Flows from Financing Activities
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Momingstar Document Research.

The information contained herein may not be copied, adapted or distributed and is not warranted lo be accurate, complete or tlmely The user assumes all risks for any damages or losses arising from any
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| . Net increase (decrease) in short-term debt

Debt issuance and credit facﬂlty costs

~_Payment of common stock d1v1dends to parent

COIItI‘lbuthIlS from parent

-
¢

~Net cash used in ﬁnanc_mg activities

_l\igi ngrea_xs_q (Dt}_creg_sg) in Cash_ ang_l Cagh Equiva!gnts
Ca§h and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

Lol -
Supplemental Dlsclosure of Cash Flow Informatlon

Slgmﬁcant non- cash transactions:

Accrued expenditures for property, plant and equipment at June 30,

R B ¢ )
L Y
e  (113)
— 20
(5) (113)
_ 5 ... 0
7 11
$ 12 8
$ 43 36

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

i
~ .Jnaudited)

(Millions of Dollars, shares in thousands)

Assets

Current Assets
! - Cash and cash eqﬁiy_alents

. {%_(_:copm; rgcgjy_atg}q g{ess reserve: 2()17, $2; 2(_)16, $2)
Customer

_.. Other
i Unbilled revenues
. Fuel, materials and supplies
) _ Prepayments
. Regulatory assets
I_ Other current assets
_ Total Current Assets

_P;i;perty, Plant and Equfpmer& -

. Regulated utility plant
_N_Less:_ac_cumulatgagi depre_ciati_og - regulated utility plant
Regulated utility plant, net
_Construction work in progress
. Property, Plant and Equipment, net
'O'tAhei' N ofngurreht Assets

Regulatory assets

o ) __Goodwill

Other intangibles
__ Other noncurrent assets .

June 30, December 31,
2017 2016
$ 12
7
120 i B
S 126
27
] e 2
86
: 95
147
S . 154,
15 '
12
12
— ..11,
6
3
425 413
7,404 )
L 7382
1,062
965
6,342
. 6417
236
181
6,578 6,598
381
o i _374
607
. ) ..607
35
S 36
60 57

Source: PPL CORP, 10-Q, August 03, 2017
The information contained herein may not be copied, ipted or distril d and is not
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’ 1,083
_Total Other Noncurrent Assets

1,074

) ‘otal Assets $ 8,08 $ 8,085

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED BALANCE SHEETS
J\(entucky Utilities Company

_naudited)

(Millions of Dollars, shares in thousands)

June 30, December 31,
2017 2016
Liabilities and Equity
Current Liabilities S ] ;
. Short-term debt _' ‘ s ' $ 51§ 16
'___Accounts payable B o o _ 9% o 8
K _Acc01_1nt_s payable to affiliates _‘ ) B 43 o 56
,Customer deposits . S -
| ﬁ_;_Taxes‘ o S - 1645
_Regulatory liabilities S o 10 13
) Interest ' ) o ) o ) 16 3 16
77 ~_ Asset retirement opli‘gationsv ) o ) i ) " ) 44 19
_ Other current liabilities | ) . o 32 "3.6
~ Total Current Liabilities o : _ B 336 308
ILo"ng-terl-n Debt »
L i N 2,327 2,327
f)&ei‘re& Credits and Other N dncurrer-lt Liabilities _
' Deferred income taxes v . o o 1242 _L170
Investment tax credits o . T %
 Accrued pension obligations - . | -
Asset Tetirement obhgatlons_" o _ 189 o 269
_Regultory labilities - - R | o484 ,v a8
_ Other deferred credits and noncurrent liabilities 3 ] 42 50
) Total Deferred Credits and Other Noncurrent L1ab111t1es _ _ A i 2,090 12,127
|Commitments and Contingent Liabilities (Notes 6 and 9) e el
The information containod hergin mey ot be copled, adapted o stributed and st tobe et o tmely. The user assumes ai roks for any damages o osess arisng from any
use of this information, except to the extent such damages or losses cannot be limited or d by apf e law. Past fi I pert isnog of future results.



.

iStockholder's Equity

I
i
h
3

. Total Equity

Common stock - 1O par value (a)

Accumulated other comprehenswe loss

_Earnings reinvested

Total Llabllmes and Equnty

T _ (308
L 2616 2616
LT AU O
409 400
. _ 3,333 3,323

$ 8,086  $ 8,085

(a) 80,000 shares authorized; 37,818 shares issued and outstanding at June 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

" “entucky Utilities Company

(Unaudited)

(Millions of Dollars)

j)egerqber 31, 2016

Net income o
Cash dividends declared on
common stock

OFIE{ gomPrehepsive _in_co_me
June 30, 2017

- "“é)gpén_lﬁgr 31,2015
Cgpitql_g_q_nt_ribqtions from LKE

Net income o
Cash dividends declared on
common stock

‘Other comprehensive income
(loss) .

June 30, 2016

C(;:r;gll(on Accumulated
shares Additional other
outstanding Common paid-in Earnings comprehensive
(a) stock capital reinvested loss Total
37,818 $ ‘. 308 $ 2616 $ 400 8 (D § 3323
119 __119
_ (110) _(110)
1 1
37,818 $. 308 $ 2616 $ 409 $ — $ 3333
37,818 $ 308 $ 2,596 $ 383 § — $ 3,287
20 20
129 129
113y a1y
(1) (1)
37,818 $ 308 $ 2,616 $ 399 . ) $ 3,322

(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.
Il adjustments are of a normal recurring nature, except as otherwise disclosed. Each Registrant's Balance Sheet at December 31,

. 016 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 six months ended June 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

(All Registrants)

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(PPL and PPL Electric)

In accordance with a PUC-approved purchase of accounts receivable program, PPL Electric purchases certain accounts receivable

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copled, adapted or i and is not to be or timely. The user assumes all risks for any damages or losses arising from any
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from alternative electricity suppliers at a discount, which reflects a provision for uncollectible accounts. The alternative electricity
suppliers have no continuing involvement or interest in the purchased accounts receivable. Accounts receivable that are acquired are
initially recorded at fair value on the date of acquisition. During the three and six months ended June 30, 2017, PPL Electric purchased
$288 million and $644 million of accounts receivable from alternative energy suppliers. During the three and six months ended June
30, 2016, PPL Electric purchased $297 million and $679 million of accounts receivable from alternative 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 June 30 are as follows:

Three Months Six Months
2017 2016 2017 2016
Income Statement Data
Revenups from _extexfnal customers _ o ) . o L
UK Regulated N o 3 502 % 563 $ 1,070 % 1,158
_I_(entycky Regu]atqd_ i i . 723_ ) 721»_ ) ) 1,532 o 1,§47‘
_ PennsylvaniaRegulated 500 495 1073 1,080
N B 90rp0rate and Olhtir. B — 6 1 11
Total _ o : . $ 1,725 % 1,785 % 3676 $ 3,796
Net Income - - B}
~ UK. Regulated (a) , o $ 148 % 345 % 434 § . 634
" Kentucky Regulated o ) : S 79 - 76 174 188
_ Pennsylvania Regulated o i 77 78 156 172
. Corporate and Other ) 12) (16) (69) (30)
Total $ 292§ 483 § 695 $§ 964
(a) Includes unrealized gains and losses from hedging foreign-currency related economic activity. See Note 13 for additional information,
Balance Sheet data for the segments and reconciliation to PPL's consolidated results as of:
June 30, December 31,
2017 2016
" "Balance Sheet Data
| Assets .

UKRegulated @ - _ ... .- 5 15798 S 14537
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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Kentucky Regulated ) o o o L }4,04§ o 14,(_)_?:7_

__Pennsylvania Regolated __ e D logrs 9426
- - Corporate and Ot_her (b) o ) o o _ o o (52) ) 315
—fotal - S o $. 39964 $ 38315

(@ Includes $11.5 billion and $10.8 billion of net PP&E as of June 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 shareowners
by the weighted-average number of common shares outstanding, increased by incremental shares that would be outstanding if
- “otentially dilutive non-participating securities were converted to common shares as calculated using the Treasury Stock Method.
. _scremental 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 sh'a;res of PPL common stock (in thousands) for the periods ended June 30 used in the
- BPS calculation are:

Three Months Six Months
2017 2016 2017 2016
Income (Numerator) o ) o B ~ ~ i B o
Netncome - L s w s 4S5 s 94
Less amountsalocated o paricipatingsecuries L — 1 ! 3
‘_»Net]f ingéﬁ}e_a\{ailqble to PPL common sharg:g\);/ngrs - Basic and Dil_{ltéd ¥ 292 $ 482 3 694 § 961
Shares of gqmmon Stock (Denominator) “ ; .
‘\?Vgiugh»ledjivgrage sha_res -_l%a_sic_EPS L o i _68_3,841 ) 677,'14‘5 B 682,370 » 6?6,_29}_
:Adg incremental non-participating securities: '_ ) . _ ) o
S_ha:q:_l?_a§ed_ payment aﬂmd§ o o 2,510 ) 3,584 2,355 3,480
Weighted-average shares - Diluted EPS - | ) 686,351 680,729 684,725 679,773
Basic EPS _ i L
: I:{et I{lfo_me available to PPL common shalte_owr.lf:rs ) $ ] 0.43 $ 0.71 _ $ _ 102§ ) 142
Diluted EPS o
};Iet Income available to PPL common shareowners B o ) $ 043 $ 071 $ 101 $ 1.41

For the periods ended June 30, PPL issued common stock related to stock-based compensation plans and the DRIP as follows (in
thousands):

Three Months Six Months
) 2017 2016 7 2017 2016
Stock-based compensation plans (a) L ) - 564 E 7195 1451 2920
DRIP 369 370 814 772

(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 June 30, the following shares (in thousands) were excluded from the computations of diluted EPS because the
_ effect would have been antidilutive.

Three Months Six Months
2017 2016 2017 2016
Stockoptions .- Tl T L. e e 6% 6%
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, pted or ib and is not dto be , plete 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 fi ial perf: is no of future results.




Performance units 39

35

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distri d and is not d to be , 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 ! law, Past fi ial per is no of future results.




Table of Contents

5. Income Taxes

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

(PPL)

Three Months Six Months
2017 2016 2017 2016
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% _ $ 129 § 236 3 315§ 467
Increase (decrease) due to: L o . - e~
. _Sfatt_: income taxes, net of federal income tax benefit 10 9 23 22
Valuation allowance ad_justmentf N _ — ) 3 i 5 o _ 9_ )
'« Impact of lower UK. income tax rates . (40) @é5) ) 1(88) (99
U.s. incomeAtax on fqr_eign earr»lin_gi- net _of fqreig_r} ta{g@i} (a) ) (7) — »( 146) o . ‘(g)_
_ Impact of the UK. Finance Acts R ©) @ ©) )
Depreciation not normalized . @ 3 - ® o @
____ Interest benefit on U.K. financing entities _ @ @ _® 9,
»Stock-bras_e_d c‘ompfens_atioq o o B (4) 3) (7) (} 1_)
_ Other o . — 1 _©) —
) i Total incr¢a§e (fiecr_ease) _ (53) (44) (110) (96)
Total income taxes $ 7 $ 192§ 205 % 371

/ @)

over the annual period as a result of utilizing an estimated annual effective tax rate.

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

(PPL Electric)
Three Months Six Months
B ) 2017 2016 2017 2016
'Fedjeral income tax on Income Before Income T;i_xes at statutory tax rate - 35% $ 4 -8 4 3 88 $ 97
Increase (decrease) due to:

. State income taxes, net of federal-income tax benefit -9 8 4 1-_7 o _18
Depreciation not normalized 2) 2) 4) 3)
Stock-based compensation ) 3 @ G )

_ Other o - 1) — 1) 1)
. __Total increase (decrease) ) 3 4 7 7
Total income taxes $ 47 % 48 $ 95 104
‘LKE)
Three Months Six Months
L o 2017 2016 2017 i 2016
Federal @égo_;nq tax on Income Before Income Taxes at statutqn:'y__ta_gg rate - 35% _$ 49 $ 47 $ » 107 % 114
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Momingstar Document Research.
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B ' A2

Increase (decr?ase)_due o o o o

. . State income taxes; net of federal income tax benefit - o o v__§‘~ - n

Other 1) (1) @ (3)
B .. oo e B

_ . Total increase (decrease) o o o ) 4 -4 9 9

Total income taxes $ 53 $ 51 $ 116 §$ 123
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(LG&E)

Three Months Six Months
2017 2016 2017 2016
Federal income tax on Income Before Income Taxes at statutory tax rate - 35%  § 24§ 22 3 55 % 54
In(frez_ise (decreaﬁ) dl}e to: e s oo ~ - -
: State income taxes, net of federal income tax benefit ) 3 ) 6 . 6
 Oher — — ) )
~ Total increase (decrease) ) 3 5 5
Total income taxes $ 27 § 24§ 60 $ 59
(KU)
Three Months Six Months
2017 2016 2017 2016
Federal income tax on Income Before Income Taxes at statutory tax rate - 35% $ 32 % 31 % 67 $ 73
Increase (d{:crease)_ due to: ) o )
State in_com_e taxes, p_e_t_of_ federal income tax benefit | L 3 3 7 7
. Other ) — N —
-/ :
' Total increase (decrease) 2 3 6 7
Total income taxes $ 34 3 34 % 73 3 80
6. Utility Rate Regulation
(All Registrants)
The following table provides information about the regulatory assets and liabilities of cost-based rate-regulated utility operations.
PPL PPL Electric
June 30, December 31, June 30, December 31,
2017 2016 2017 2016
Current Regulatory Assets: B
_ _ Environmental cost _récqyew . ‘ i - $ 6  $_ 6 $ - $- —
o Geqera}tion _formula rate 10 11 — —
o Transmission service qhé{gp_ N — 7 — ) 7
_ Gas supply clause i 7 3 — —
) Y\ _ Smartmeterrider =~ _ . 10 6 10 6
 Storm costs 3 5 3 5
| Other B 1 1 1 1
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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Total current regulatory assets ()

Noncurrent Regulatory Assets:

L

>»_ Defined benefit plans

« .. [Storm costs

Unamortized loss on debt

Lo Interest rate swaps

" AROs

Other
% .
,To_'gial noncurrent regulatory assets

Taxes recoverable through future rates

Accumulated cost of removal of utility plant

37 $ 39 $ 14 $ 19

920 § 947 $ 537 _$ 549

oS o 340 ) 345 340
40 58 i = o 10

57 -6l 32 o 36

124 129 = | .

162 159 ) 162 1

245 21 — —

13 13 — —

1,906 .$ 1918  § 1,076 - $ 1,094
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PPL PPL Electric
June 30, December 31, June 30, December 31,
) 2017 2016 2017 2016
Current Regulatory Liabilities: A ~ _ ) i o
__ Generation supply charge i o i 19 5 23 9 $ .23
Transmission service charge 6 — 6 —
poorr ot T N s o - -
I
\ _ Universal service rider _ i ‘14 14 14 o4
Transmission formula rate ) 3 i 15 3 o 15
* _ Fuel adjustment clause ~ ) 3 13 o 1 — =
Act 129 com_pliance ri_d_er_ ) 11 ) _17 11 o i 17 )
b ) '
1., Storm damage expense ,_ ] 4 13 4.7 .8
_ Other 1 8 . |
h‘ogal current regulatory liabilities ) 71 $ 101 57 . § 83
Noncurrent Regulatory Liabilities: } ) ) o
" . Accumulated cost of removal of utility plant } 703 $ 700 - % -
Power p}lrch_z:ls_e agreement :_O_VEC ® 72 - 75 — —
' \ Net agfe:rc;d tax assefs_ N ) 21 23 — o~
Defined benefit plans i _ 27 2_3 — —
Interest rate swaps 76 78 ) — —
Other 3 — — —
‘Total noncurrent regulatory liabilities 902 § 899 —  $ —
LKE LG&E KU
June 30, December 31, June 30, December 31, June 30, December 31,
2017 2016 2017 2016 2017 2016
Cu_rrent _l_legulfnory Assg:ts:' N i
i Environmental cost recovery  $ 6 & 6 $ 4 3 6 2§ —
_ Generation formularate 10 n - - o .. 1
. Gassupply clause - ' 7 3 7 3 — —
Total current regulatory assets $ 23 3 20 $ 11 $ 9 12 3 11
Nqncuyregt Begulato_ry_Assetg
\ _Defined benefit plans $ 383 % ‘ . 398 - § 238§ 246 145 $ 152
S_tor_m costs o ) 40 48 22 26 18 22
’l Unamortized loss on debt. 25 25 . 6 - 16 .5 9
Interest rate swaps 124 129 85 88 39 41
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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AROs o -_ o245 211 - 84 T 70 _ 16l , ) 1'4_1

Plant retirement costs 3 4 . — S T . S
) . Other : o 10 9 ‘ ) 4 : 4 6 . 5
Total noncurrent regulatory assets ~ $ 830 § 824 $ 449 $ 450 $ 381 $ 374
38
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-

LKE LG&E KU
o June 30, December 31, June 30, December 31, June 30, December 31,
2017 2016 2017 2016 2017 2016
Current Regulatory Liabilities: A L ) - . - B, ) - eee -
| . Demandsidemanagement  $ _ ..— $ 3 S — _$- 2 8 —_8§ __ 1.
Fuel adjustment clause o _»_13 o 11 ' o 4 o 2 S 9__; B o 9 B
Other . ) 1 4 — : 1 1 3
Total current regulatory liabilities ~ $ 14 $ 18 $ 4 § 5 $ 10 § 13
Noncur_rer_xt Regulatory L_1ab11mes o i - L S -
Accumulated cost of removal ‘ :
ofutility plant $ 703 $ 700 $ 38 $ 305 $ 395 % L3S
Power purchase agreement -
OVEC (b) o . n A s 52 ) 22 23
' Net deferred tax assets ) o . 0» o a . 7% =
Defined benefit plans L SR S e . ..o = B
_Interest rate swaps _v o 76 T8 i 38 : 39 38 - 39
Other ) i 3 — 1 — 2 —
Total noncurrent regulatory - .
lrabrlmes B L $ 902 $ 899 $ 418 § 419 $ 484  § 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 of 9.75%, 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.

“In June 22, 2017, the KPSC issued orders approving, with certain modifications, the proposed stipulations filed in April and May
] ~1017. On June 29, 2017, the KPSC issued further orders correcting 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 of $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
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approved LG&E's and KU's request for implementing a Distribution Automation program and their withdrawal of a request for a
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 ($4 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
.52% 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
. "PSC also issued orders establishing an authorized return on equity of 9.7% for all of LG&E's and KU's existing approved ECR plans
- _.~1d projects, replacing the prior authorized return on equity levels of 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 is not expected to be
significant in 2017.
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Gas Franchise(LKE and LG&E)

--XG&E’s gas franchise agreement for the Louisville/Jefferson County service area expired in March 2016. In August 2016, LG&E and

puisville/Jefferson County entered into a revised franchise agreement with a 5-year term (with renewal options). The franchise fee

-—ixiay 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 of the 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. Louisville/Jefferson County and LG&E continue to file certain procedural motions, testimony and discovery with the KPSC.
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 area 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

 “mounts borrowed below are recorded as "Short-term debt" on the Balance Sheets. The following credit facilities were in place at:

June 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.
WPDple . .
' :Syndicated Credit . o ) . '
.. Facility (a) . _ Jan.2022 £ - 210 £ 155 £ — £ 56 £ 160 £ -
Term Loan Facility
) Dec. 2017 ] 230 230 — ) — — =
.~ WED(South West) Sl
Syndicated Credit
__ Facility (¢) July 2021 245 80 — i 165 ) 110 =
WPD (East Midlands) i i ]
Syndicated Credit
 Facility (d) July 2021 i 300 16 — 184 9 —
-4 WPD (West Midlands) o .
Syndicated Credit
Facility July 2021 300 — — 300 — —
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Uncommitted Credit _ '
Facilities(e) . . 90 50 4 36 60 4

Total U.K. Credit
Facilities (f) £ 1,375 £ 631 £ 4 £ 741 £ 339 £ 4
40
: N
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June 30, 2017 December 31, 2016
Letters of Letters of
Credit Credit
and and
Commercial Commerecial
Expiration Paper Unused Paper
Date Capacity Borrowed Issued Capacity ) Borrowed Issued
PPL Capital Funding
( I( i - .- -7 - - - = - - - -
¢ Syndicated Credit Facility _ Jan. 2022 § =~ 950 _$ = — $ 424 38 526  $ - .8 20
Synd_ic»ated Creqit Ea_ci!it! hNov. 20_18 _ ) Z}OO o - = %00 N - =
* Bilateral Credit Facility ~ Mar. 2018 150 —- 17 133 — . 17
Total PPL Capital
Funding Credit Facilies ~ § 1400 § — $ 441 $ 959 $ — $ 37
PPLElectﬁc o ) ) o _ ) S - S
_Syndicated Credit Facility ~ Jan.2022 $ 650 $ — $ l 1 $ 649 § — $ 296
LKE o T T B T T T - T - o 0T
Syndicated Credit Facility Oct. 2018 § 75 $ . — $ — $ 75 $ —  § —
G&E
Syndicated Credit Facility Jan. 2022 § 500 $ . — $ 207 $ 293 $ — $ 169
KU '
Syndicated Credit Facility Jan. 2022 § 400 ,$ ) — $ 51 % 349 $ — $ 16
Letter of Credit Facility =~ Oct. 2017 198 . — 198 — - 198
Total KU Credit Facilities $ 598 $ — $ 249 $ 349 $ — $ 214

(a) The amounts borrowed at June 30, 2017 and December 31, 2016 were USD-denominated borrowings of $200 million for both pertods, which bore interest at
1.87% and 1.43%. The unused capacity reflects the amount borrowed in GBP of £154 million as of the date borrowed.

(b) The amount borrowed at June 30, 2017 was a GBP-denominated borrowing which equated to $297 million and bore interest at 1.50%.

(¢) The amounts borrowed at June 30, 2017 and December 31, 2016 were GBP-denominated borrowings which equated to $103 million and $137 million and bore
interest at 0.65% and 0.66%.

(d) The amounts borrowed at June 30, 2017 and December 31, 2016 were GBP-denominated borrowings which equated to $150 millionand $11 million and bore
interest at 0.65% and 0.66%.

(e) The amounts borrowed at June 30, 2017 and December 31, 2016 were GBP-denominated borrowings which equated to $65 million and $75 million and bore
interest at 1.07% and 1.26%.

() At June 30, 2017, the unused capacity under the U.K. credit facilities was $956 million.

(PPL, LKE and KU)
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In August 2017, the expiration date for the KU letter of credit facility was extended to October 2020.
‘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:

4
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June 30, 2017 December 31, 2016

Weighted - Commercial Weighted - Commercial

Average Paper Unused Average Paper
. Interest Rate Capacity Issuances B Capacity Interest Rate Issuances
PPLCapitlFunding . 0 146% S 100§ 4 S 5% L% % 020
PPLElectic oo 8O0 801w 25
LG&E | L. coA3Sw T 300 207 143 0%am. . 169
Kq e _A,«I,_:40‘7‘i 350 51 299 o Q§7% 16
Towl ~ s 230§ - 652 - $ 1668 . $ 500
(PPL Electric and LKE)

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

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.

(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.

(PPL, LKE and LG&E)

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 million 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 on behalf of LG&E. The bonds
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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
“ «evenue Refunding Bonds, 2007 Series B (Louisville Gas and Electric Company Project) due 2033 on behalf of LG&E. The bonds
'ere remarketed at a long-term rate and will bear interest at 1.25% through their mandatory purchase date of June 3, 2019.

In April 2017, the Louisville/Jefferson County Metro Government of Kentucky remarketed $128 million of Pollution Control Revenue
Bonds, 2003 Series A (Louisville Gas and Electric Company Project) due 2033 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.

(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 June 30, PPL issued the following:
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T S o
Nuimber of shares (in thousands)

Average share price

WNetProceeds * . - o i o .

Distributions

Three Months Six Months
2017 2016 2017 2016
Cam o= Casm e
RO DUNUUR oo SR . (A A
$ _";82 8 $: 132§ o

In May 2017, PPL declared a quarterly common stock dividend, payable July 3, 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.

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 June

30:
Pension Benefits
Three Months Six Months
US. UK. u.s. U.K.

‘ 2017 2016 2017 2016 2017 2016 2017 2016
PPL . e B} ) I
SefVicecost .8 15 § . 16 S .18 $ 18 8. %2 § - 3%B-$ .3 S5, 36
Interest cost o 42 L ) 44 S 44 627 84 87 o §7 o _1‘24
Expected retum on plan : o . ; o o . s
assets .o (58) 58y 27 _ .3y (115) M o @25 (269)
‘5’_“9’9_23“0“ °f_ e o . e ol

Prior service -~ . ) i
o e.cOSt L - 3 ° 3~ — - 5 4 — L
o _M_W_P_xc_tganal loss 14 10 . 36 36 34 25 71 73
Net periodic defined benefit ' ) ) ; -
costs (credlts) before special . ) - L e e :
terminationbenefits ., - 16 ... 15 .- " (29 a6y . .40 = I 1) R ¢ 7))
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Special termination benefits

@ . 6] — — — 1 —
[Net periodic defmed beneﬁt o ) . . ]

costs (credits) $ 15 § 15§ - 29 $ (16) $ 41§ 35 $ 6D $ - (32

Enhanced pension benefits offered to certain PPL Electric bargaining unit employees under a one-time voluntary retirement window offered as part of the new

3 ,\\::‘)

five year IBEW contract ratified in March 2017.
Pension Benefits
Three Months Six Months
2017 2016 2017 2016

servicecost . o8 ss 608 128 12
Interestcost ] o S L ) ) o 1§ o 18_ o _3_34 o 3_»5
'Expected return on plan assets o o T ¢~ 24) L 46 (@5
Amomzan_on of:H ) ) S ) ) ) o o i
Prior service cost o L _ ‘ B 2 3 S

~ Actvarialloss e 4 5 15 10
' : % . 5 % . 8 % 19 $ 16

Net periodic defined benefitcosts o
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. Pension Benefits
s Three Months Six Months
2017 2016 2017 2016
B - - JR— e e e : -
LG&E . R - R ) T RS
Service cost e i S oy L8 s L
Miresteost o .. o . .. ... 48 68§ "1
Expected return on plan assets U \ T A ¢ 2 5 B ¢ )
Amortization of: . . S IO : il
Prior service cost 1 1 2 2
e P S SO
U0 Actwaralloss o U 4o
Net periodic defined benefit costs $ — 3 2§ 2 3 3
Other Postretirement Benefits
Three Months Six Months
2017 2016 2017 2016
PPL L .. e . R e
Servicecost - s s 208 . 4.8 .4
Intg{est cost i . 7 ) ) _ 6 7 i 12 ) ) 13
%&pfctégr_emm on plan assets L R ) O ¢ § ) .
7 Amortization of prior servicecost o ) — 1) —
\Nét periodic éleﬁnedb{:r}gﬁt_gogs“ o _' S Lo R 2§ | % . 4 s 6
Service cost o . o o - _‘$4 1 $ 1 3 , 2 $ 2
Intérestcost . e e S SR ST R I
Expected return on plan assets o o o ) ) BON 3 )
;Anl'o!rt»i;gitio_n“ofpd_or service cost 3 . B ~ - — — 1
Net periodic defined benefit costs . $ 1 $ 3 8 3 8 5

(PPL Electric, LG&E and KU)

In addition to the specific plans it sponsors, LG&E is allocated costs of defined benefit plans sponsored by LKE. PPL Electric and KU
do not directly sponsor any defined benefit plans. PPL Electric is allocated costs of defined benéfit plans sponsored by PPL Services
- ™mnd KU is allocated costs of defined benefit plans sponsored by LKE. These allocations are based on participation in those plans,
_vhich management believes are reasonable. For the periods ended June 30, PPL Services allocated the following net periodic defined
benefit costs to PPL Electric, and LKE allocated the following net periodic defined benefit costs to LG&E and KU:

i

N
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Three Months ] Six Months

o N L S o ) 2017 2016 2017 2016
—lzé,'u-;ie,c_tr,is, s ss.ss. o nls__m
_gﬁ_”_ L 3
;!(U 1 3 5 6

Expected Cash Flows - U.K. Pension Plans

(PPL)

For the six months ended June 30, 2017, WPD contributed $485 million to its U.K. pension plans. These accelerated contributions
fund all 2017 required contributions and a portion of 2018 required contributions. WPD does not expect to make additional
contributions in 2017.
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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)

~ee footnote () to the table in "Guarantees and Other Assurances” below for information on an LKE indemnity relating to its former
/KE 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 Western District of Kentucky alleging violations of the Clean Air Act and RCRA. In
addition, these plaintiffs assert common law claims of nuisance, trespass and negligence. These plaintiffs seek injunctive relief and
civil penalties, plus costs and attorney fees, for the alleged statutory violations. Under the common law claims, these plaintiffs seek
monetary compensation and punitive damages for property damage and diminished property values for a class consisting of residents
within four miles of the 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 complaint 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
wurported plant emissions on behalf of a class of residents within one to three miles of the plant. PPL, LKE and LG&E cannot predict
e 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. -
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E.W. Brown Environmental Claims(PPL, LKE and KU)

\
o 'n 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 of the 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
attorney 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, if any.
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(PPL, LKE, LG&E and KU)

rimble 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. PPL, LKE, LG&E and KU
are unable to predict the outcome of this matter or the potential impact on the operations of the Trimble County plant, including
increased capital or operating costs, if any, but do not expect such costs to be material.

Trimble County Landfill

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

- rasident adjacent to the plant filed administrative challenges to the landfill permit before the KEEC. In June 2017, the U.S. Army
‘orps of Engineers issued a dredge and fill permit, the final approval required for construction of the landfill. PPL, LKE, LG&E and

~ - iU believe that all permits and regulatory approvals issued for the project comply with applicable state and federal laws, but cannot

predict the outcome of legal challenges or the potential impact, if any, on plant operations, or future capital or operating costs.
However, PPL, LKE, LG&E and KU believe that additional costs, if any, resulting from such legal challenges would be subject to cost
recovery.

Regulatory Issues(All Registrants)

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

Electricity - Reliability Standards

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

~ PL 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)

o 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,
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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
yuld result in future regulatory changes and additional uncertainty.

s

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)

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. The Clean Air Act requires the EPA periodically to review and establish concentration levels in the
ambient air for six criteria pollutants to protect public health and welfare. These concentration levels are known as NAAQS. The six
criteria pollutants are carbon monoxide, lead, nitrogen dioxide, ozone, particulate matter and sulfur dioxide. '

Federal environmental regulations of these criteria pollutants require states to adopt implementation plans, known as state
implementation plans, for certain pollutants, which detail how the state will attain the standards that are mandated by the relevant law
or regulation. Each state identifies the areas within its boundaries that meet the NAAQS (attainment areas) and those that do not (non-
attainment areas), and must develop a 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 Pollution 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.

National Ambient Air Quality Standards (NAAQS)
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Under the Clean Air Act, the EPA is required to reassess the NAAQS for certain air pollutants on a five-year schedule. In 2008, the
EPA revised the NAAQS for ozone and proposed to further strengthen the standard in November 2014. The EPA released a new

"~ zone standard on October 1, 2015. The states and the EPA will determine attainment with the new ozone standard through review of

~_“levant ambient air monitoring data, with attainment or nonattainment designations scheduled no later than October 2018. States are
also obligated to address interstate transport issues associated with new ozone standards through the establishment of "good neighbor"
state implementation plans for those states that are found to contribute significantly to another state's non-attainment. States that are
not in the ozone transport region, including Kentucky, worked together to evaluate the need for further nitrogen oxide reductions from
fossil-fueled plants with SCRs. Based on regulatory developments to date, PPL, LKE, LG&E and KU do not anticipate requirements
for nitrogen oxide reductions beyond those currently required under the Cross State Air Pollution Rule.

In 2010, the EPA finalized revised NAAQS for sulfur dioxide and required states to identify areas that meet those standards and areas
that are in "non-attainment”. In July 2013, the EPA finalized non-attainment designations for parts of the country, including part of
Jefferson County in Kentucky. Attainment must be achieved by 2018. Based on regulatory developments to date, PPL, LKE, LG&E
and KU expect that certain previously required compliance measures, such as upgraded or new sulfur
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dioxide Scrubbers and additional sulfur dioxide limits at certain plants and the retirement of coal-fired generating units at LG&E's
Cane Run plant and KU's Green River plant, are sufficient to achieve compliance with the new sulfur dioxide and ozone standards.

p“limate 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 of 26% 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. 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

i n,\wnd KU cannot predict the outcome of such regulatory actions or the impact, if any, on plant operations, rate treatment or future

apital or operating needs.

The U.K. has enacted binding carbon reduction requirements that are applicable to WPD. Under the U.K. law, WPD must purchase
carbon allowances to offset emissions associated with WPD's operations. The cost of these allowances 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, 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 of the Clean Air Act has
been challenged in the D.C. Circuit Court by several states and industry groups. 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
“he rules for new plants and existing power plants and suspend, revise or rescind them as appropriate.
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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. The
__nreclusion of new coal-fired plants and the compliance difficulties posed for new natural gas-fired plants could have a significant

" dustry-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
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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 is ultimately upheld
\"1d Kentucky fails to develop an approvable implementation plan by the applicable deadline, the EPA may impose a federal

. __inplementation 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. Various states, industry groups and individual companies
including LKE have filed petitions for reconsideration with the EPA and petitions for review with the D.C. Circuit Court challenging
the Clean Power Plan. In February 2016, the U.S. Supreme Court stayed the rule pending the D.C. Circuit Court's review. The EPA
has commenced review of the Clean Power Plan and related actions, as directed by the President's March 2017 Executive Order. In
April 2017, in response to a motion filed by the EPA, the D.C. Circuit temporarily held the litigation in abeyance in light of the EPA's
ongoing review of the Clean Power Plan. 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
wvels that the EPA has established for Kentucky, if enacted.

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, if any.

Water/Waste

(PPL, LKE, LG&E and KU)

Coal Combustion Residuals (CCRs)

In April 2015, the EPA published its final rule regulating CCRs. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes.
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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
»mpletion of closure activities generally between three and ten years from certain triggering events. The rule requires posting of
_ -»mpliance 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.
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.- .G&E and KU have received KPSC approval for a compliance plan providing for construction of additional landfill capacity at the.

*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
nollutants in effluents prior to discharge, the temperature of effluent discharges and the location, design and construction of cooling
~ater intake structures at generating facilities, standards intended to protect aquatic organisms that become trapped at or pulled
irough cooling water intake structures at generating facilities. The requirements could impose significant costs for LG&E and KU,
which are subject to rate recovery.

Effluent Limitations Guidelines (ELGSs)

In September 2015, the EPA released its final EL.Gs 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 June 2017, the EPA
published in the Federal Register a rule that would postpone applicable compliance dates until the agency completes reconsideration
of the rule. 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 at this
--ime, although certain preliminary estimates are included in current capital forecasts for applicable periods. Additionally, certain
spects of these compliance plans and estimates relate to developments in state water quality standards, which are separate from the

'SLG rule or its implementation. Costs to comply with ELGs or other discharge limits, which are expected to be significant, are subject
to rate recovery.
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Seepages and Groundwater Infiltration

-~ “sepages or groundwater infiltration have been detected at active and retired wastewater basins and landfills at various LG&E and KU
‘ ‘ants. LG&E and KU have completed, or are completing, assessments of seepages or groundwater infiltration at various facilities and
“~—jave 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
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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,
" “'may indicate certain approaches or principles to occur in the later rulemaking which may affect Registrants' facilities in the United
__tates, 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.

At June 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
Wlleging impacts from PPL's operations and undertake similar actions necessary to resolve environmental matters that arise in the

. --ourse 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.
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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.
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(LKE and KU)

. August 2017, KU and the United Steelworkers of America ratified a three-year labor agreement through August.20.20. Thg
- 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)

i

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

(All Registrants)

The table below details guarantees provided as of June 30, 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 June 30, 2017 and December 31, 2016 was
$22 million for PPL and $17 million for LKE. 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
June 30, 2017 Date
PPL
- ndemnifications related to the WPD Midlands acquisition ] . - (a)

‘WPD indemnifications for entities in liquidation and sales of assets 3 10 (b) 2019

‘WPD guarantee of pension and other obligations of unconsolidated entities . ‘ B ~ B 92 (o) )
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{PPL Electric _

Guarantee of inventory value o o o o 15 d) '20*1_8" .

*~ findemnification of lease termination and other divestitures - . . 301- (e).. __2021-2023 .
LGREandKU .
LG&E and KU guarantee of shortfall related to OVEC 63}

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

&) 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.

(¢) 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 guarantee has a term of 12 years ending July 2021, and a maximum exposure of $200 million, exclusive
of certain items such as government fines and penalties that 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 panel's decision interpreting this matter. In October 2014, LKE's indemnitee filed a motion for discretionary review with the Kentucky
Supreme Court seeking to overturn the arbitration decision, and such motion was denied by the court in September 2015. In September 2015, 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 indemnification obligations in the WKE matter remain subject to various uncertainties, including additional legal and contractual
developments, as well as future prices, availability and demand for the subject excess power. Although the parties have also conducted certain settlement
discussions, 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.

(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 $120 million at June 30, 2017, consisting of LG&E's share of $83 million and KU's share of
$37 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 and accelerated
maturities of OVEC's existing short and long-term debt. 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.

- “he Registrants provide other miscellaneous guarantees through contracts entered into in the normal course of business. These
guarantees are primarily in the form of indemnification or warranties related to services or equipment and vary in duration. The
amounts of these guarantees often are not explicitly stated, and the overall maximum amount of the obligation under such guarantees

cannot be reasonably estimated. Historically, no significant payments have been made with respect to these types of guarantees and
the probability of payment/performance under these guarantees is remote.

PPL, on behalf of itself and certain of its subsidiaries, maintains insurance that covers liability assumed under contract for bodily

injury and property damage. The coverage provides maximum aggregate coverage of $225 million. This insurance may be applicable
to obligations under certain of these contractual arrangements.

10. Related Party Transactions

Support Costs(PPL Electric, LKE, LG&E 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
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entity are allocated and charged to the respective recipients as indirect support costs. PPL Services and PPL EU Services use a three-
factor methodology that includes the applicable recipients' invested capital, operation and maintenance expenses and number of
employees to allocate indirect costs. LKS bases its indirect allocations on the subsidiaries' number of employees, total assets,
revenues, number of customers and/or other statistical information. PPL Services, PPL EU Services and LKS charged the following

_.amounts for the periods ended June 30, including amounts applied to accounts that are further distributed between capital and expense
1 the books of the recipients, based on methods that are believed to be reasonable.

Three Months Six Months
o i ] o N o B 2017 2016 2017 2016
PPLElectric from PPL Services ... . $ _ _ s s 8% 95§ 65 .
LKE from PPL Services 5 4 11 9
PPL Electric from PPL EU Services S S 15 16 33 33
LG&E from LKS 38 41 82 88
KUfromLKS o 47 49 a1 105
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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

. “atween LG&E and KU relate to labor and overheads associated with union and hourly employees performing work for the other

" _ympany, 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 revolving line of credit with a PPL Electric subsidiary. At June 30, 2017, $270 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
June 30, 2017 was 2.81%.

(LKE)

LKE maintains a $225 million revolving line of credit with a PPL Energy Funding subsidiary whereby LLKE 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 June 30,
-+~ 7017 and December 31, 2016, $159 million and $163 million were outstanding and reflected in "Notes payable with affiliate" on the

salance Sheets. The interest rates on the outstanding borrowing at June 30, 2017 and December 31, 2016 were 2.56% and 2.12%.

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

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)
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"Other Income (Expense) ) net" for the three and six months ended June 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 earnings in the U.K. See Note
13 for additional information on these derivatives.

N

2. 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 six months ended June 30, 2017 and 2016, there
were no transfers between Level 1 and Level 2. See Note 1 in each Registrant's 2016 Form 10-X for information on the levels in the
fair value hierarchy.

Becurring Fair Value Measurements ,
The assets and liabilities measured at fair value were:
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June 30,2017 December 31, 2016
7 N ’ Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
PPL
Assets o R B e .~ - I
! _./Cash and cash equivalents . 8 467 467 — 3 — $ 341§ 341 $ — 3 —
Restricted cash and cash equivalents
(a) 25 25 — — 26 26 — —
B . Price risk management assets (b): ) _ ) - - - .
Foreign currency contracts 156 — 156 = 211 = =
. Cross-currency swaps ) © 158 — 158 — 188 — 188 —
Total price risk management assets 314 — 314 — 399 — 399 —
Totalassets $ 806 492 314§ — $ 766 367 $ 39§ —
Liabilities N L )
Price risk management liabilities (b): [ B ) i N B
Interest rate swaps 8 03 — 31 $§  — 8 31§ — $ 31 8 —
Foreign currency contracts 104 — 104 — 27 — 27 —
\L'_ Total price risk management Iiatgi]ities: $ 135 — 135 $ — % 58 $ —  § 58 $ —
PPL Electric )
Assets . _ L
. Cashandcashequivalents  $ 59 59 — 8 — 3 13§ 3.8  — 8 —
Restricted cash and cash equivalents
@ ) i ) 2 2 — — 2 2 — —
Total assets % 61 61 — 3 — 3 15 $ 15 & — 3 —
LKE } ) - B )
As§§ts ) . o
. Cashand cashequivalents -~ § 19 19 — 8§ — 5 13 % B s _ - $ -
Cash collateral posted to
counterparties (c) N 2 2 — — 3 3 — —
Totdlassets $ 2 21 — 3 — '3 16 3 6 $  — 3 —
Liabilities ) B .
Price risk management liabilities:
Interest rate swaps 3 30 — 30 $ —  § 31 0§ — $ 31 § 5 @ —
Total price risk management liabilities $ 30 — 30 % — 8 31 % — 3 31 § —
| CT T : ;
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LG&

Ases e
~ _Cashand cash equivalents N A S SR S S 58 -8 =
, Cash collateral posted to ) .

_ counterparties (¢} | 2 -2 — — 3 3 = —
Totalassets $ 9 3 9 § — § —  $ 8 § 8 $ —  § —
Liabilites L. L L. - o N N
| Ppige;_ﬁ§l§ management liabilities: - ) L o ) . L ) L o

___ Interestrate swaps 3 30 $ —  $ 30 § —  $ 31§ — 3 31 § —
‘Total price risk management liabilities ~ $ 30 $ ‘_ — 3 30 § — 8 31§ — $ - 31 3 —
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June 30, 2017 December 31, 2016
o Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Assets e e o . Lol e - o - .. e
| Cashandcashequivalents. " °$ 12 $ 12 8 — $ —  $ 7 .% 7 % — 3 -
Total assets $ 12 3 12 3 — 3 — 3 7 3 7 3 — 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/Foreign Currency Contracts/Cross-Currency Swaps

(PPL, LKE, LG&E and KU)

To manage interest rate risk, PPL, LKE, LG&E and KU use interest rate contracts such as forward-starting swaps, floating-to-fixed

- ~waps and fixed-to-floating swaps. To manage foreign currency risk, PPL uses foreign currency contracts such as forwards, options
_nd cross-currency swaps that contain characteristics of both interest rate and foreign currency contracts. An income approach is used

~ to measure the fair value of these contracts, utilizing readily observable inputs, such as forward interest rates (e.g., LIBOR and
government security rates) and forward foreign currency exchange rates (e.g., GBP), as well as inputs that may not be observable,
such as credit valuation adjustments. In certain cases, market information cannot practicably be obtained to value credit risk and
therefore internal models are relied upon. These models use projected probabilities of default and estimated recovery rates based on

historical observances. When the credit valuation adjustment is significant to the overall valuation, the contracts are classified as
Level 3.

Financial Instruments Not Recorded at Fair Value(All Registrants)

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

June 30, 2017 December 31, 2016
Carrying Carrying
) i ) Amount (a) Fair Value Amount (a) Fair Value

}_PL S s 19068 $ - 22791 $ 18326 § 21,355
PPL Electric . 4 - 3298 . 3705 2,831 3,148
LKE _ ..o lspeT .. SS3S . s08s 5439
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LG&E 1619 1749 1617 1,710

fKU ) 2,327 2572 . 2,327 i 2514

(a) Amounts are net of debt issuance costs.

The carrying 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)

-- +PL 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 cor}trol activities designe.:d tg

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

a 1lue of potential loss over a given holding period under normal market conditions at a given confidence level) and the coordination

~ ad 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 earnings caused by
changes in commodity prices, interest rates and foreign currency exchange rates. Many of the contracts meet the definition of a
derivative. All derivatives are recognized on the Balance Sheets at their fair value, unless NPNS is elected.

The following summarizes the market risks that affect PPL and its subsidiaries.

“nterest 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 are sponsored at, or sponsored on behalf of, the regulated
domestic utilities and for certain plans at WPD due to the recovery mechanisms in place.

Foreign currency risk

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

o 13ommodity price risk
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PPL is exposed to commodity price risk through its domestic subsidiaries as described below.

-t 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.

. WPD is exposed to volumetric risk which is significantly mitigated as a result of the method of regulation in the U.K. 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-ED]1.

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
mechanisms 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.

- 11 the event a supplier of LG&E, KU or PPL Electric defaults on its obligation, those entities would be required to seek replacement
power or replacement fuel in the market. In general, subject to regulatory review or other processes, appropriate incremental costs
incurred by these entities would be recoverable from customers through applicable rate mechanisms, thus mitigating the financial risk
for these entities. -

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

Master Netting Arrangements

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

PPL had a $27 million obligation to return cash collateral under master netting arrangements at June 30, 2017 and a $19 million
obligation to return cash collateral under master netting arrangements at December 31, 2016.
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LKE and LG&E had no obligation to return cash collateral under master netting arrangements at June 30, 2017 and December 31,
2016.

PPL, LKE and LG&E posted $2 million of cash collateral under master netting arrangements at June 30, 2017 and $3 million of cash
collateral under master netting arrangements at 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)

- ™PL and its subsidiaries issue debt to finance their operations, which exposes them to interest rate risk. Various financial derivative
sstruments 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.
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Cash Flow Hedges

(PPL)

Interest rate risks include exposure to adverse interest rate movements for outstanding variable rate debt and for future anticipated
financings. Financial interest rate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest rate
risk associated with both existing and anticipated debt issuances. At June 30, 2017, PPL held an aggregate notional value in interest
rate swap contracts of £145 million (approximately $187 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 six months ended June 30, 2017, PPL had no hedge ineffectiveness associated with interest rate derivatives. For the
three and six months ended June 30, 2016, PPL had an insignificant amount of hedge ineffectiveness associated with interest rate
derivatives.

At June 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 six months ended June 30, 2017 and 2016, PPL had no hedge ineffectiveness associated with cross-currency interest
~ite swap derivatives.

Cash flow hedges are discontinued if it is no longer probable that the original forecasted transaction will occur by the end of the -
originally specified time period and any amounts previously recorded in AOCI are reclassified into earnings once it is determined that
the hedged transaction is not probable of occurring.

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

At June 30, 2017, the amount of accumulated net unrecognized after-tax gains (losses) on qualifying derivatives expected to be
reclassified into earnings 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
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and losses are recognized in "Interest Expense” on the Statements of Income at the time the underlying hedge.d interest expense is
recorded. At June 30, 2017, LG&E held contracts with a notional amount of $147 million that range in maturity through 2033.

~ roreign Currency Risk

(PPL)

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

Net Investment Hedges

' PL enters into foreign currency contracts on behalf of a subsidiary to protect the value of a portion of its net investment in WPD.
“here were no such contracts outstanding at June 30, 2017.

At June 30, 2017 and December 31, 2016, PPL had $21 million of accumulated net investment hedge after tax gains (losses) that were
included in the foreign currency translation adjustment component of AOCI.
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" Fconomic Activity

PPL enters into foreign currency contracts on behalf of a subsidiary to economically hedge GBP-denominated anticipated earnings. At
June 30, 2017, the total exposure hedged by PPL was approximately £2.8 billion (approximately $3.7 billion based on contracted
rates). These contracts had termination dates ranging from July 2017 through December 2019.

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 earnings unless specific hedge accounting criteria are met

~ -nd designated as such, except for the changes in fair values of LG&E's and KU's interest rate swaps that are recognized as regulatory
‘ssets or regulatory liabilities. See Note 6 for amounts recorded in regulatory assets and regulatory liabilities at June 30, 2017 and

~ December 31, 2016.

See Notes 1 and 17 in each Registrant's 2016 Form 10-K for additional information on accounting policies related to derivative
instruments.

(PPL)

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

June 30, 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
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Asse_ts/ljiapil_ities A(a_l)“: o

| . Interestrateswaps®$ _ —_ $ 1§ — $_ 5 $ _— 8 — S _—_ 8 4
' Cross-currency swaps
\ ®) 28 e T Tl B T LT T
Foreign currency : . o -
/> | comtracts — — 41 60 — — ~31 - 21
Total current 28 1 ‘ 41 65 32 — 31 25
{Noncurrent: . . —_— ; B - . B . - . 5 _ o .
Price Risk Management

i ., Assets/Liabilities (a):

Interestrateswaps b)) ~ — - = 3 - T T 27
i .. Cross-currency swaps ' o ‘ .
N ) R 130 - .~ LT LT .. 156 - ... ...
Foreign currency
contracts — — 1s 44 — — 180 6
. Total . ’
L __ noncurrent 130 - 115 69 156 — 180 33
Total derivatives $ 158 $ 1 $ 156 $ 134 $ 188 $ — $ 211 $ 58

(@) 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 June 30, 2017.
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Three Months Six Months
Derivative Gain Gain (Loss) Gain (Loss)
(Loss) Recognized in Recognized Recognized
: : in Income in Income
OCI (Effective Portion) 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 Six Months on Derivative Portion) Testing) Portion) Testing)
Cash Flovg Hedges: . ) B L . i o L
" Interest rate swaps  § @ s (@) - Interestexpense $ @ $ - $ @ s [N
Cross-currency
swaps (272 (35) ) Inte_rf:-st expense _ (»1_) o = o — B —
» Other income
o - _ ~(expense) -net (29) — (26). —
Total s @) @Gn 8 ) s — 3 3O 3 m)
?Np}jm\}q_s_tmept Hedges: } . s . -
Foreign currency
contracts $ — $ —
Derivatives Not Designated as Location of Gain (Loss) Recognized in
Hedging Instruments Income on Derivative Three Months ' Six Months
: ﬁolrei gn_cuxrency confnfcts i . Other income (expense) - net R, » 3y 8 (156)
ilterest rate swaps Interest expense ) B N a 3)
_ Total ) S $ a4y $ (159)
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments Regulatory Liabilities/Assets Three Months Six Months
'Int‘erest rate. swaps - - ' .
.o Regulatory assets - noncurrent < $ (OB . 1

The following tables present the pre-tax effect of derivative instruments recognized in income, OCI or regulatory assets and regulatory

liabilities for the periods ended June 30, 2016.

Three Months Six 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 Six Months on Derivative Portion) Testing) Portion) Testing)
- “ash Flow Hedges:
Interest rate swaps  $§_ (3 $ (21)  Interestexpense  $ @ . $. - = $ (3) N —
Cross-currency
swaps _(1_04)7 ) B ~9 Interest expense (1) — — ) -
; . " * Other income .
L pens®)net A0 — o ©® —
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Total $ (107) $ a2 $ (106) $ — $ (&) $ —

‘Net Investment Hedges:
_ Foreign currency
“ontracts $ 1 $ 4
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Derivatives Not Designated as Location of Gain (Loss) Recognized in
N Hedging Instruments Income on Derivative Three Months Six Months
;(Drelgn currency contracts . ) :
o ) ~___ Other income (expense) - net - 3 I Y T 3
Interest rate swaps Interest expense o ) )
o . . Total ) :
' ) $ 169 $ - 227
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedgmg Instruments Regulatory Liabilities/Assets Three Months Six Months
Tnterest rate swaps : ' Regulatory assets - noncurrent $ 3 3 )

(LKE and LG&E)

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

June 30,2017 December 31, 2016
Assets Liabilities Assets Liabilities
Current:
Price Risk Management
) »1:\ssets</Li.abi1_ities:_” B ) ) ~ ) )
'\ _ _ Interest rate_sy:vaps B ) $ s 5 % — 3 L 4
. Total cpx_‘;e_xp_ o ) ) — 5 — 4
,N(_)iricurrergt: .
. Price Risk Management R _
_Assets/Liabilities: o ) i i
. Egm§§ rate swaps o o — 25 i - 27
Totalnoncurrent ) ‘ _ 25 = e
Total derivatives $ — 3 30 $ — 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 June 30, 2017.

Location of Gain (Less) Recognized in

Derivative Instruments Income on Derivatives Three Months Six Months

Interest rate swaps : Tnterest expense : ) ’ $ %)) ' $

3

Location of Gain (Loss) Recognized in
Derivative Instruments Regulatory Assets Three Months Six Months

Interest rate swaps - Regulatory assets - noncurrent

R _ o ‘ $ - M s T

g he following tables present the pre-tax effect of derivatives not designated as cash flow hedges that are recognized in income or
regulatory assets for the periods ended June 30, 2016.
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Location of Gain (Loss) Recognized in

Derivative Instruments Income on Derivatives Three Months . Six Months

Tnterest rate swaps Interest expense ) ) $ @ 3 @

Location of Gain (Loss) Recognized in

Derivative Instruments Regulatory Assets Three Months Six Months
%terest rate swaps . Regulafory assets - noncurrent ) $ 3) $ )
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(PPL, LKE, LG&E and KU)
Offsetting Derivative Instruments

_PL, 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
Derivative Collateral Derivative Collateral
Gross Instruments Received Net Gross Instruments Pledged Net
June 30, 2017
Treasury Derivatives S ] _
. PPL ) 8 314§ . 93 3 27 %8 194§ 135§ 93 & 2 3 4
LKE — - — = 30 _ ) 2 28
_,LG&E = - = — = - . 3 — ) 2 .28
December 31, 2016
Treasury Derivatives - i i ) )
. PPL ) .. % 399§ 27 %8 19§ 353 % 58 § 271 8 3.3 28
_LKE ) — — i — ) — 31 — 3 28
_LG&E . — === =3B

Credit Risk-Related Contingent Features

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

Additionally, certain derivative contracts contain credit risk-related contingent features that require adequate assurance of performance
be provided if the other party has reasonable concerns regarding the performance of PPL's, LKE's, LG&E's and KU's obligations
under the contracts. A counterparty demanding adequate assurance could require a transfer of additional collateral or other security,
including Ietters of credit, cash and guarantees from a creditworthy entity. This would typically involve negotiations among the

narties. However, amounts disclosed below represent assumed immediate payment or immediate and ongoing full collateralization for
“erivative instruments in net liability positions with "adequate assurance" features.

(PPL, LKE and LG&E)

At June 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
gregate falr value of derlvatlve mstruments in a net llablllty posmon w1th credlt rlsk-related _ o
jcontmgentfeatures - - L R T D 2 T v
T - ) : -~
Aggregate fair value of collateral posted on these denvauve instruments o ) o 2 o 2z e 2 }
Aggregate fair- va]ue of addmonal col]ateral requ1rements in the. event ofa credlt downgrade . . . . S
,_below investment grade (8) e » - DU S oo 110

(@) 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 six months ended June 30, 2017 was due to the effect of foreign currency
exchange rates on the U.K. Regulated segment.

_ The change in the carrying amount of other intangible assets for the six months ended June 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
{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
B_zt]qnce at December 31, 2016 T N 488 $ B 433§ 145 $ 288
) Ac_cr»etion o i 11 10 . 4 6
B Effect_.(_)f foreign exchange rates i ; 2 = ' = ' —
o _Chagg_e§ in es_tix:na_ted_ timing or cost _ ) (73) (66) (10) (56)
. Obligations settled ~ * ° o : (12) ' a2’ o C(5)
__ Balance at June 30, 2017 . $ 416 3 365 $ 132 $ 233

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
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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.

KE recorded decreases of $66 million ($56 million at KU and $10 million at LG&E) to the existing AROs during the three and six

" months ended June 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 June 30 were as follows.

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

adjustments derivatives AOCI costs (loss) Total

L S S . S L
March 31,2017 ) R (1,651) . $ (14) $° a1 3 @ 3 (2,103) $ 3,977
Amounts arising during the peried 231 @ = = oo an 19
Reclassifications from AOCI ) — 25 1 1 31 58
Net O_C;_duﬁng the period ) o i 231 1 1 1 20 254
r-'gjl_nle_:_S_(i_! 2017 - , _$ (14200 § (13) $ .— $ @ 3 (2,083) $ (3,523)
"pegeml}'gg'Slj 2016 N 162n % @ $ O @® 3 (2,135 § (3,778)
Amounts arising during the period B ) 207 ) B0 ) = - ] an 166
Reclassifications from AGCI o — 2 1 R 63 . 89
Net OCI during the period o 207 (6) 1 1 52 255
f]uqe3(_i,‘2017 . ) 7 $ (1,420) $ (13) $ — $ (D .,$‘  (2,083) 3 C(3,523)
iMmc_ngl, 2016 e 8 (984)  § B %) $ — $ 6 $ - 2169 8 (3,159)
Amounts arising during the period ] 268 ) LT - . 21
Reclassifications from AOCI ) : — 85 (1) 1 32 117
Net OCI during the period B 268 — 1) 1 34 302
June30,2016 ... .5 (7i6) _ $ 5 8 n s (5) $° (2130) -$ ~ (2857
December 31,2015 = 8 (5200 $ @ $ - ~ $ © $ 2,195 $  (2,728)
Amqun_ts“arisin_g du_ring thc»pe_riod ) (}9@) N (§) o — — » o 2 (129)
“Reclassifications from AOCL o g ) R 63 70
o Net OCIduring the period _ (196) 2 0 1 65 (129)
June 30,2016 o -$ (716) $ (©) $ 1 s (G 8 2,130) § (2,857)
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JIKE - U S I,
March3n,2000 s — s ® $ © 5 (8
7I:Arr;qqntsarisipgduﬁngﬂiepeﬁod B ) S ' - . .= an . ap
A
,[—Q?C_la.s_ﬁif‘ﬁ?‘m_‘_s fomAOCL ... T — 1 : —
E1\{etg)c_1duringt}_uaperiog o o L : - = 1 . (10) —®
June 30, 2017 . ) o $ — 3 @ 3 (70) _$ (77)
Lqe;;g@:;;;_gl,}diq s s T e®s _en s __ay
;@mpqnt_é‘_ariﬂsingdur_ingth_e’period o R e C 2 MU "_(1_1) L
Reclassifications from AOCT S ! ! : 4
?Nei:_OCI_gp;ing the period - . o g 1 K © ()
June30,2007 s — 3 M s ) s a7
March31,2006 o _ o s — s (10) $ (35 S 45)
Amouns wisng dung heperiod = =y
Reclassifications from AOCI_ - e @ ! ! !
NetOClduring the period _ _ - B o 1 . 2
June 30,2016 8 m s © 3 33 s @3)
L 65
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Foreign Unrealized gains Defined benefit plans
currency (losses) Equity Prior Actuarial
translation on qualifying investees' service gain
adjustments derivatives AOCI costs (loss) Total
December 31, 2015 N L 3 — $ (10) $ i 36) $ (46)
P . .
‘Amounts arising during the period , - S = = v
Reclassi—fjlca_xfions from AOCI L _ o o (¢)) ) 1 2 2
NetOClduring the period o o . a 1 3 3
June 30, 2016 $ H 3 © $ (33 $ (43)

(PPL)

The following table presents the gains (losses) and related income taxes for reclassifications from AOCI for the periods ended June
30. The defined benefit plan components of AOCI are not reflected in their entirety in the Statement of Income during the periods;
rather, they are included in the computation of net periodic defined benefit costs (credits) and subject to capitalization. See Note 8 for
additional information.

Three Months Six Months Affected Line Item on the
Details about AOCI 2017 2016 2017 2016 Statements of Income
Qualifyin‘g deriyatives )
_Interest rate swaps - 3 @ 8 @ s$ 6 % ... (3) InterestExpense _
L Qross-c}l{rer}cy swaps ' o (29) i (103) N o (26) ) _(6) ~ Other Income (Expense) - net
S ' . . _ M (O — . — Interest Expense
To}_z_ll _Prt_t_—_ta).( ) N 32) ) (106) o (€2)) ) i (O]
::Inqgme.Tgxes o : 7 21 7 . o 2 . L
Total After-tax o (25) (85) (24) Q)
Eq.l}.ity'}nyesn_:es' AQCI ) ) o (¢)) 1 (1) 1 Other Inc9me (Expeinse) - net
Total Pre-tax I R N o 1 )
I{lgOfne Ta_xes L — — — —
Total After-tax ) ‘ . @ 1 - 1 . R
'De:fined benefitplans ) o 7 S ) )
__Priorservice costs (1 1) )] ey}
\\_ Net actuarial loss ) (40) (40) 81) (80) L
‘Iotal Pre:tax L ‘(41) ) 41) (82) (81)
Tncome Taxes 4 - 9 8§ - 18 17 T
Total After-tax (32) (33) (64) 64)
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Total reclassifications during the period $ 58 $ aim s 89 $ (70)

_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.

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
~uidance effective January 1, 2018.
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The Registrants have performed an assessment of a significant portion of their revenue under this new guidance to determine its effect
on their current revenue recognition policies, and at this time they do not believe it will have a material impact. However, the
Registrants will continue to monitor the development of industry specific application guidance which could have an impact on their

" ;sessments. The Registrants are currently assessing the disclosure requirements included in the standard, which will result in
_icreased 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. The Registrants will determine the transition method they will apply
after the industry specific application guidance is final and the implications of using 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 lines.

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 current practice, lessors will classify leases as operating, direct financing,
or sales-type.

The standard is effective for public companies for fiscal years, and interim periods within those fiscal years, beginning after December
15, 2018. Early adoption is permitted. 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 and the period they will adopt it.

Accounting for Financial Instrument 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.

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

- “resentation 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 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 are currently assessing the impact of adopting this guidance and will adopt this guidance effective January 1, 2018.
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(PPL, LKE, LG&E and KU)
o ;implifying the Test for Goodwill Impairment

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 of the 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:

e "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 six months ended June 30, 2017 with the
same periods in 2016. For PPL, "Results of Operations" also includes "Segment Earnings" and "Margins" which provide a
detailed analysis of earnings by reportable segment. These discussions include non-GAAP financial measures, including
"Earnings 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 earnings. For PPL Electric, LKE, LG&E and KU, a summary of
earnings 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
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‘itroduction

(PPL)

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

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 e Engages in the regulated
distribution of electricity in the transmission and distribution of
electricity in Pennsylvania
LG&E* KU*
® Engages in the regulated ® Engages in the regulated
generation, transmission, generation, transmission,
distribution and sale of electricity distribution and sale of
and distribution and sale of electricity, primarily in
natural gas in Kentucky Kentucky
LUK . Kentucky & " ‘Pennsylvania
Regulated Segment - - Regulated Segment.. -. 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 U.K. 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)
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\’PL Electric, headquartered in Allentown, Pennsylvania, is a direct wholly owned subsidiary of PPL and a regulated public utility that

- 35 an electricity transmission and distribution service provider in eastern and central Pennsylvania. PPL Electric is subject to regulation

as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal
Power Act. PPL Electric delivers electricity in its Pennsylvania service area and provides electricity supply to retail customers in that
area as a PLR under the Customer Choice Act.

(LKE)

LKE, headquartered in Louisville, Kentucky, is a wholly owned subsidiary of PPL and a holding company that owns regulated utility
perations through its subsidiaries, LG&E and KU, which constitute substantially all of LKE's assets. LG&E and KU are engaged in
1e 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

7 public utility by the KPSC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federal
ower Act.
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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 Regulatory Authority, and certain of its transmission and wholesale power
activities are subject to the jurisdiction of the FERC under the Federal Power Act. KU serves its Virginia customers under the Old
_ Dominion Power name and its Kentucky and Tennessee customers under the KU name.

Business Strategy

(All Registrants)

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

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.
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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
“ility to obtain a CPCN prior to constructing a facility, unless the construction is an ordinary extension of existing facilities in the
‘sual 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, eamnings 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.
RAYV growth is expected in the U.K. Regulated segment through the RIIO-ED1 price control period which ends on March 31, 2023
and to result in earnings growth after 2017 through at least 2020 at WPD. See "Item 1. Business - Segment Information - U.K.
Regulated Segment" of PPL's 2016 Form 10-K for additional information on RIIO-ED1.

To manage financing costs and access to credit markets, and to fund capital expenditures, a key objective of the Registrants is to
maintain their investment grade credit ratings and adequate liquidity positions. In addition, the Registrants have financial and
operational risk management programs that, among other things, are designed to monitor and manage exposure to earnings and cash
flow volatility, as applicable, related to changes in interest rates, foreign currency exchange rates and counterparty credit quality. To

manage these risks, PPL generally uses contracts such as forwards, options and swaps. See "Financial Condition - Risk Management"
below for further information.

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

s
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As discussed above, a key component of this strategy is to maintain constructive relationships with regulators in all jurisdictions in
which we operate (U.K., U.S. federal and state). This is supported by our strong culture of integrity and delivering on commitments to

customers, regulators and shareowners, and a commitment to continue to improve our customer service, reliability and efficiency of
operations.

71

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
The information contained herein may not be copied, adapted or distril and is not d to be

p 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 d by le law. Past fii ial perfc isnog of future results.




Table of Contents

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 U.K. 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 governing 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 U.K. economy and the GBP to U.S. dollar
exchange rate.

PPL has executed hedges to mitigate the foreign exchange risk to the Company's U.K. earnings. As of August 2, 2017, PPL's foreign
exchange exposure related to budgeted earnings is 98% hedged for the remainder of 2017 at an average rate of $1.18 per GBP, 99%

hedged for 2018 and 2019 at an average rate of $1.37 and $1.35 per GBP and 7% hedged for 2020 at an average rate of $1.48 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 of the actions taken by the U.K. government to withdraw from the EU, although such
impacts could be significant.
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Regulatory Requirements

W (All Registrants)

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

(PPL)

_ Tn July 2017, Ofgem published an open letter commencing its RIIO-2 framework review, which covers all U.K. gas and electricity,
-ansmission and distribution price controls. The purpose of this framework review is to build on lessons learned from the current
- ,rice controls and to develop a framework that will be adaptable to meeting the needs of an evolving U.K. 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 RITIO-2
framework. Responses to the open letter 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-ED?2 strategy consultation document.

The current electricity distribution price control, RIIO-ED1, 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

PL, LKE, LG&E and KU)

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 Dlstnbutlon
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 of 9.75%, 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
\‘3017,. On June 29, 2017, the KPSC issued further orders correcting certain revenue requirement and rate calculations and making other
. ‘«chnical 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 of $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 their withdrawal of a request for a
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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 ($4 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 of 9.7% for all of LG&E's and KU's existing approved ECR plans
1d projects, replacing the prior authorized return on equity levels of 9.8% for CCR projects and 10% for all other ECR approved

L ~ojects, effective with bills issued in August 2017. The impact of the new authorized return for ECR projects is not expected to be
significant in 2017.

(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, pending final review by the FERC.

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 six months ended June 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

_neasures, including "Earnings 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 earnings.
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Tables analyzing changes in amounts between periods within "Statement of Income Analysis," "Segment Earnings” 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
anslating 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, Earnings 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 six months ended June 30, 2017 with the same periods in 2016. The "Earnings" discussion provides a
summary of earnings. 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.

PPL: Statement of Income Analysis, Segment Earnings and Margins
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Statement of Income Analysis

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

1
P AT
‘Operating Revenues

Operating Expenses

- , ‘Qpelja‘tip_n

_ . Fuel

. Energy purchases __

Other operation and maintenance

t " Depreciation

Taxes, other than income

 Total Operating Expenses

Otl}er Income (Expense) - net

Tnterest Expense
Income Taxes

‘Net Income

Three Months Six Months
2017 2016 $ Change 2017 2016 $ Change
1,725 © $ 1,785 $ 6 -3 3676 § 379 (120)
.ol 188 . o 3 380 .. ©
136 - Ry ] _-__(1_1')_‘ 351. 380 ey
388 425 BN 820 ... 85 G3).
24§ 231 15 ) 48 . _460 28
70 74 @ 145 153 @®)
1023 . ; 1060 - 3D 2178 2248 - (70)
112 174 ] (286) (159) 35 (399
m  ws @ L ey
76 192 (116) 205 371 66)
92 s 483 -3 oy, 3 695 § 964§ . (269)
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Operating Revenues

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

Three Months Six Months
Doglestif::‘ o o o B o B A . o
__ PPLElectric Diswbution price @) - . o s 198 3
... PPLElectric Distribution volume —— .. B T O R .
PPL Electric PLR Revenue (b). . _ IO N
. PPL E}e_cEric Tr_an§mis§i_on F(_)m_lllli _R_a—te_ i . i 4 S 5 i
_ - /LKE Volumes: * ] @ C)
LKE Fuel and other energy pric_es (c)_ ) i 7 o }8_
N\ LKEDSM L T T
o _Other___ A o S A (@)} (8)
. _i_ . Total Domestic’ *, . . ! e
UK. o o B .
i Price U 0 0 .
__ Volume o ) o ) 20 o an
_ Foreign curregcy‘_éxgh_ar’gge rates | 3 N ._(_69); . “(1652 }
N Qﬂlcr o o 8 10
. TotalUK. . . o . L ©1) .(88)
Total : $ 60) $ (120)

(a) ' Distribution rider prices resulted in increases of $13 million and $24 million for the three and six months ended June 30, 2017.

(b) Decreases primarily due to lower energy purchase prices at PPL Electric.

(c) Increases due to higher recoveries of fuel and energy purchases primarily as a result of higher commodity costs at LKE.

Energy Purchases

Energy purchases decreased $11 million and $29 million for the three and six months ended June 30, 2017 compared with 2016,

primarily due to lower PLR prices at PPL Electric.
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Other Operation and Maintenance

S

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

Three Months Six Months
Domestic: _ i ) ) - o o . . : . L I

N AL_KE plant qp;:ratiiox;§ a;_p_d maintenance o L 3 (3) 3 )

] _ LKE timing and scope of generation maintenance outages o ) (6) )
L. PPLEkewicAw1?9 S SO

'PPL Electric vegetation management ) o ) . (_3) )

. PPLElectricbad debts S N ' L @ . ®

] Other o _ ] L N o ] @ - 8

Network maintenance o B ) o ) @ o %

_- _ Foreign cn—xrrency exchanée_rates ) o ) , S L (6_) 1y

_ Pension (a) ) o ) (‘18)> . (3%

... Other L X o ) ) ) ) 5 5

o ‘otal $ @37 $ (55)

(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.
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Depreciation

7 Depreciation increased $15 million and $28 million for the three and six months ended June 30, 2017 compared with 2016, primarily

due to additional assets placed into service, net of retirements, partially offset by the impact of foreign currency exchange rates at
WPD.

Other Income (Expense) - net

Otﬁer income (expense) - net decreased $286 million and $394 million for the three and six months ended June 30, 2017 compared
with 2016, primarily due to changes in realized and unrealized gains (losses) on foreign currency contracts to economically hedge
GBP denominated earnings from WPD.

Interest Expense

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

B Three Months Six Months

jLon:g-ten_n debt interest expense ) _ ] ) 8 9 $ . 13
Short-term debt interest expense ) . 3 4
Foyéign currency exchange rates o . . o n ) e 12) o@D
Other - | @ 1
‘Total ~ o . _ o $ @ 3 ©)

Income Taxes

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

o ) o Three Months Six Months
Change in pre-tax income at current period tax rates ' i . : o o $ N (_101) $ ) ) (}.40) »

“/aluation allowances adjustments 3) O]
Jmpact of U.K. Finance Acts __ oL o o . @ . )
U.S. income tax on foreign earnings - net of foreign tax credit (a) @ (14)

i . ’ : t PN ! )

iStock-based compensation - e N C
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Other L o o — _ )
Total . . o - s (116) $ (166)

" (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.

Segment Earnings

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

Three Months Six Months
o ) o N 2017 A 2016 $ Change 2017 2016 $ Change
UK. Regulated ) 8 148§ 345§ am $ 44 s 634§ 00
KemuckyReglaed P 3 s
PemsylvaniaRegalaed - T 3 W 6 1m _ae
99@9¥z{§tf_.§nd Other (a} o o (12) (16) 4 69) (30) 39)
Nétincome . -8 292 ' $ 483 $ a9 s 695 $ 94 $ (269)

(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 utilization of an estimated
annual effective tax rate, which required the tax benefits realized in the first quarter of 2017 to be recognized over the annual period. This impact is expected to
reverse through the remainder of the year.
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Earnings from Ongoing Operations

Management utilizes "Earnings from Ongoing Operations" as a non-GAAP financial measure that should not be considered as an
alternative to net income, an indicator of operating performance determined in accordance with GAAP. PPL believes that Earnings
from Ongoing Operations is useful and meaningful to investors because it provides management's view of PPL's earnings performance
as another criterion in making investment decisions. In addition, PPL's management uses Earnings 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.

Earnings 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:

 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.

7 - 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 company's ongoing
operations.

Unrealized gains or losses on foreign currency 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
earnings. Management believes that excluding these amounts from Earnings 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 Earnings from Ongoing Operations by reportable segment for the periods ended June 30 were as follows:

Three Months Six Months
2017 2016 $ Change 2017 2016 $ Change
U K. Regulated , $ 212§ 241 $ 29 $ 519§ 506 $ 13
Kentus:k_y I_(egl}lated o ) 79 76 3 175 188 (13)
- Pennsylvania Regulated _ 77 78 o) 156 172, - (16)
Cox_po_ra}tg anfi O_ther o _ (12) (15) 3 69) (28) “1
‘Earnings from Ongoing Operations_ $ 356§ 380 $ 24 3 781 §$ 838 § 7
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See "Reconciliation of Earnings 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 electricity distribution operations, the
results of hedging the translation of WPD's earnings from GBP into U.S. dollars, and certain costs, such as U.S. income taxes,
administrative costs and certain acquisition-related financing costs. The U.K. Regulated segment represents 62% of PPL's Net Income
for the six months ended June 30, 2017 and 40% of PPL's assets at June 30, 2017.

Net Income and Earnings from Ongoing Operations for the periods ended June 30 include the following results.
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Three Months Six Months
‘ 2017 2016 $ Change 2017 2016 $ Change
S S : ’
\‘\\Vi/OPer?Eing revenues o $ - 502§ 563 $ 6y § 1070 ' § 1’158 $ @8
Other operation and maintenance UL~ . 6 I® L8
51?92'?91%‘@0“; I U O 12 AR -t R C R
Taxgi, _oﬂlerfl}ap__i{lf:_owg__ i o 30 35 5) 61 ) 70 (9)
Total operating expenses ) o 149 _. 180 - (Bl 299 372 @3)
Other Income (Expense) - net ; ay (285) B L
[ntefigst Expense _ S . i i 97 ‘_ ) 104 ‘4 L BRU) 191 ) co210 19
Ix}(_:cip')e_Taxqs_ S ) 106 111) (10) 175 (185)
Net Income o o . 148 345 asn- 434 . 634 o (200
Less: Special Items ) ) (64) 104 (168) (85) 128 (213)
Earnings from Ongoing Operations 3 212 % 241 $ 29 $ 519 §$ 506 $ 13

The following after-tax gains (losses), which management considers special items, impacted the U.K. Regulated segment's results and
are excluded from Earnings from Ongoing Operations during the periods ended June 30.

e Three Months Six Months

) o ) B Income Statement Line Item 2017 2016 2017 2016
Foreign currency economic hedges, net of tax of $34, ($56), $46, .
(369) (a) ) ) . - Other Income (Expense) - net ) $ 64) $ 104 $ 85 $ 128 .
Total Special Items $ ©64) $ 104 $ 85 $ 128

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

The changes in the components of the U.K. Regulated segment's results between these periods are due to the factors set forth below,
which reflect amounts classified as U.K. Gross Margins, the items that management considers special and the effects of movements in

foreign currency exchange, including the effects of foreign currency hedge contracts, on separate lines and not in their respective
Statement of Income line items. ‘

Three Months Six Months

UK.
_ . Gross margins . o N . . .3 = 3 .1

Other operation and maintenance 21 44
\. Depreciation _ = _ L i ) ) @ ®

" Interest expense ©) (8)

Other o ~ ) s o ) i = R )

Income taxes 10 5
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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Interest expense and otyer

. Income taxes

“sreign currency exchange, after-tax

Eamnings from Ongoing Operations
Special items, after-tax

}Iet_!x_lcbme

2 .
. 3 -l
(49) (119)
(29) J13
(168) @13)
a9 s (200)
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UK.

e 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 $18 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.

. Lower other operation and maintenance expense for the six month period primarily due to $35 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
and $9 million from lower network maintenance expense.

. Higher interest expense for the three month period primarily due to $7 million higher interest expense on indexed linked
bonds.
. Lower income taxes for the three month period primarily due to decreases of $6 million from 2016 expense related to the

finalization of U.K. tax returns and $4 million related to tax rate changes to deferred taxes.

. Lower income taxes for the six month period primarily due to decreases of $10 million primarily related to accelerated tax
deductions, $6 million from 2016 expense related to the finalization of U.K. tax returns and $6 million related to tax rate
changes to deferred taxes, partially offset by an increase of $19 million from higher pre-tax income.

uU.s.
. Lower income taxes for the six month period primarily due to the tax benefit on accelerated pension contributions made in the
first quarter of 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 25% of PPL's Net
Income for the six months ended June 30, 2017 and 35% of PPL's assets at June 30, 2017.

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

Three Months Six Months
) S 2017 2016 $ Change 2017 2016 $ Change
Operating revenues . $ 723§ 721 % 2 8 1532 % 1547 § (15)
Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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Fuel - T e om0 )
E‘Ene-ggypurc_}}a_scg . “ .‘A o 29 . 28 B ] . . LI N 94 . _ L4
©7 Cther operation and maintenance 192 204 1z _ L e D
*’?eép_r,e?i?tion s 100, s a0 1 u
_Taxis, Othel: tl_lan izl_(zomf,_ o 16 15 1 >32 30 ' 2
) Y_il'ptzgl operating expenses 525 » 529 O] 1,113 1,109 -4
Other Income (Expense) -net ) T O ; L ) .. ® T
Intérest Expense o 66 64 o2 B e 2
Income T'iiX_C_S o o N 49 47 2 108 115 ()
§Net}pcon_1§ L 9 7é o3 188 a4y
Less: Special ltems =y — — O] — &)
“Ear;r_xii‘p_gg fr_éxg Ongoing Operations _ $ 79 $ 76 3 3 8 175 § 188 $ . (13)

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

i 79
|
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Three Months - Six Months
: Income Statement Line Item 2017 2016 2017 2016
J o e s s smenmm e -
/ ,
‘Adjustment to investment, net of tax of $0, $0, $0, 30 ()  Other Income (Expense) -net _ § — — § an s - —
Total Special Items $ — — § M s —

(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 items that management considers special on separate lines
and not in their respective Statement of Income line items.

i ) ) 7 . B Three Months Six Months
Kentucky Gross Marglr:s‘ . A i o o L L L U (&) B I <) I
Other operation and maintenance - ) o B o 12 o
Depreciation B o o @ )
Ta)_<fe§1 gtlx_gl; than_ingome B _ - ) . L o S o i 1 o )
Other Income (Expease) - et o o I I N
Interest Expense S L . o O
@ﬁ:(;_rhe Taxes o _ ) ) ' ) | 2 7
/ﬁag}ings from Ongoing Operations ] o o _ o 3 (13
Spg:éigl items, after-tax o N : ] ) o R . e}
Net Income $ 3 8 (14)
. See "Margins - Changes in Margins” for an explanation of Kentucky Gross Margins.
. Lower other operation and maintenance expense for the three month period primarily due to lower costs related to the timing

and scope of generation maintenance outages of $6 million and lower plant operations and maintenance of $4 million.

. Lower other operation and maintenance expense for the six month period primarily due to lower costs related to the timing
and scope of generation maintenance outages of $5 million and lower plant operations and maintenance of $4 million.

- 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 22% of
PPL's Net Income for the six months ended June 30, 2017 and 25% of PPL's assets at June 30, 2017.

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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Net Income and Earnings from Ongoing Operations for the periods ended June 30 include the following results.

‘Operating revenues
Encrgy purchases
iOthgr Qpération and maintenance
Depreciation
Taxes, other than income

Total operating expenses
{Otl_)}.r Income (Expense) - net
.Ir_ltenrest Expense
:Ineelrp@ Taxes
NetIncome __

Less: Special Items (a)

Earnings from Ongoing Operations

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

Three Months Six Months
2017 2016 $ Change 2017 2016 $ Change
$ 500 ' $ | 495 . § 5 % 1073 § 1,080- $ (7)
o 107 ) N 1,1,3 an 253 _285_ ) “(32)
] 139 138 1 33 288 15
o i 7§ o __62' ) 14 ) } __1§_1 ) i 121 M“_30
23 | 24 Mm 52 53 (¢))
345 342 3 759 747 12
5 5 — ) 6 8 @)
) 36 i 32 B 4 ) 69 _ _65 _ o 4
47 48 O 95 104 ©)
) 77 78 i (1) 156 _ !72_ _(16)
$ 77 $ 78 8 (H % 156 $ 172§ (16)
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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

~wcome line items.

Three Months Six Months

{Pennsylvania Gross Margins B » $ 7 3 .8

Other operat_ion an{l_ma_in_th_‘n_an_cg i i B 2_ ) __(§) i

Depreciation ' - ©) -@D

Taxes, ot}_xer than i_ncorpe ~ B 2 B B A 2

'Otl?_éx: Income (Expense) - net . i o i — ~ %))

Interest Expense _ o i @ @

'fIncp_me Taxes ) 1 .9

Net Income $ 1) $ (16)

. 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 $3 million of lower bad debt

\ expense, $3 million of lower vegetation management expenses and $3 million of lower payroll related expenses, partially
offset by $9 million of higher corporate service costs allocated to PPL Electric.

J Higher other operation and maintenance expense for the six month period primarily due to $17 million of higher corporate
service costs allocated to PPL Electric, partially offset by $6 million of lower bad debt expense and $3 million of lower
vegetation management expenses.

. Higher depreciation expense for the three and six 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.

Reconciliation of Earnings from Ongoing Operations

The following tables contain after-tax gains (losses), in total, which management considers special items, that are excluded from

Earnings from Ongoing Operations and a reconciliation to PPL's "Net Income" for the periods ended June 30.

2017 Three Months
UK. KY PA Corporate
i Regulated Regulated Regulated and Other Total

‘Net Income N 148§ 79 78 (12 s 292

Less: S_pccial Items (expense) benefit:

i

‘_foreign currency economic hedges, net of tax of $34 (64) — — — (64)
- Total Special Items o (64 — — — 64

‘Earnings from Ongoing Operations ~ ) 212 $ .79 77 8 - (12) ¥ 356

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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2016 Three Months

. UK. KY PA Corporate
{ Y ) ) Regulated Regulated Regulated and Other Total
. / . ‘ ‘ ‘ - : : :
Net Income o ) o 345 $ 76 $ 8 3 O 483
Less: Special Items (expense) benefit:
ritieluc ot Sh Siaiiasag B B - - B . e e
Foreign currency economic hedges, net of tax of ($56) ) 104 i — -~ o lo4
Spinoff of the Supply segment, net of tax of $0 — — — n [¢))]
TTotal Special Items _ N 104 — - a 103
Earnings from Ongoing Operations 241 $ 76 $ 78 $ (15) $ 380
81
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2017 Six Months
N UK. KY PA Corporate
: : Regulated Regulated Regulated and Other Total
NetIncome . s 4% s 1M s 156 8 (69 |8 695
Less: Special Items (expense) benefit: i . ‘ . - S
Foreign currency economic hedges, netof tax of $46 L6y = - )
Adjustrp;nt to investix_nentj net of tax o_f $0 o o — €} — — (1?
TTotal Special Items . o . (85) O — . — (86)
Earnings from Ongoing Operations $ 519 $ 175 $ 156 $ (69) $ 781
2016 Six Months
U.K. KY PA Corporate
Regulated Regulated Regulated and Other Total
NetIncome - R 634 $ 188 § 172§ (30 $ 964
_L;ss: Spg({ial Ttems (EXP_CI[SE:) benefit: ) N ~
:F_qg_é_ign currency economic hedges, net of tax of ($69;)4_ ' o 128 . ) — o - - — . 128
Spinoff of the Supply segment, net of tax of $1 _ - — — @ @
_— Total Special Items o - 128 — - @ 126
) I
.farnings from Ongoing Operations $ 506 $ 188 $ 172 $ (28) $ 838
Margins

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

"U.K. Gross Margins" is a single financial performance measure of the electricity distribution operations of the U.K.
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 U.K. and directly related activities.

"Kentucky Gross Margins" is a single financial performance measure of the electricity generation, transmission and
distribution operations of the Kentucky Regulated segment, LKE, LG&E and KU, as well as the Kentucky Regulated
segment's, LKE's and LG&E's distribution and sale of natural gas. In calculating this measure, fuel, energy purchases and
certain variable costs of production (recorded 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.

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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. "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 earnings. Costs associated with these mechanisms are recorded in "Energy purchases,” "Other operation and maintenance,"

(which are primarily Act 129 and Universal Service program costs), "Depreciation” (which is primarily related to the 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.
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,~“Thanges in Margins

.

The following table shows Margins by PPL's reportable segment and by component, as applicable, for the periods ended June 30 as
well as the change between periods. The factors that gave rise to the changes are described following the table.

Three Months Six Months
2017 2016 $ Change 2017 2016 $ Change
U.K. Regulated B ) )
UK Gross Margins $ 469 $- 534 §$ 65 3 1,005 $ 1,000 $ o (85)
Impact of changes in foreign currency
exchange rates o - o o ) ) (65) o ) ) (155)
UK. Gross Margins excluding impact of
foreign currency exchange rates o o R — $ : 70
Kentucky Regulated : ] ; ;
Kentucky G}'oss Mz{rgins B
_ . LG&E. . $ 207§ 209§ @ 3 o 433§ ) 437 - $ ) .
), kv 259 262 3) 540 559 19)
iT_dtal Kentucky Gross Margins $ 466 $ 471  $ 5) § 973 $ 99 $ 23)
Pennsylvania Regulated i
Pennsylvania Gross Margins i _
Distribution s 20§ 216 $ 3 s 4. s 44 s 3
Transmission 115 111 4 223 218 5
.Totéil.PeppS)_{Iyania Gross Margins ¥ 334§ 327 $ 7 8 700 $ 692 $ "8

U.K. Gross Margins

U.K. Gross Margins, excluding the impact of changes in foreign currency exchange rates, were flat for the three months ended June
30, 2017 compared with 2016 primarily due to $27 million from the April 1, 2016 price increase offset by $20 million of lower
volumes and $7 million from the April 1, 2017 price decrease, which includes lower true-up mechanisms partially offset by higher
base demand revenue.

- 1J.K. Gross Margins, excluding the impact of changes in foreign currency exchange rates, increased for the six months ended June 30,
4017 compared with 2016 primarily due to $85 million from the April 1, 2016 price increase partially offset by $11 million of lower
~ volumes and $7 million from the April 1, 2017 price decrease, which includes lower true-up mechanisms partially offset by higher
base demand revenue and the recovery of prior customer rebates .

Source: PPL CORP, 10-Q, August 03, 2017 Powered by Momingstar Document Research.
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Kentucky Gross Margins

sentucky Gross Margins decreased for the three months ended June 30, 2017 compared with 2016 primarily due to $5 million of
lower electricity sales volumes due to milder weather in the second quarter of 2017 ($1 million at LG&E and $4 million at KU).

Kentucky Gross Margins decreased for the six months ended June 30, 2017 compared with 2016 primarily due to $27 million of lower
electricity sales volumes due to milder weather in 2017 ($6 million at LG&E and $21 million at KU).

Pennsylvania Gross Margins

Pennsylvania Gross Margins increased for the three months ended June 30, 2017 compared with 2016 primarily due to an increase of
$11 million primarily from returns on additional transmission capital investments focused on replacing aging infrastructure and

improving reliability, partially offset by a $7 million decrease as a result of a lower PJM zonal peak load billing factor which affected
transmission revenue in the second quarter of 2017.

Pennsylvania Gross Margins increased for the six months ended June 30, 2017 compared with 2016 primarily due to an increase of
$22 million primarily from returns on additional transmission capital investments focused on replacing aging
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infrastructure and improving reliability, partially offset by a $17 million decrease as a result of a lower PJM zonal peak load billing
factor which affected transmission revenue in the first five months of 2017.

- y~econciliation 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 June 30.

2017 Three Months
UK. Kentucky
Gross Gross PA Gross Operating
Margins Margins Margins Other (a) ) Income (b)
|Operating Revenues o .3 491 (© $ 723 % 500 $ 11 § 1,725
Operating Expenses - o S
! -Fuel o ] = o 183 - — ) 183
Energypurchases | - . S » "
_Other operation and maintenance - ) 22 o 26 it 309 388
‘]?t?greciz_ition o o o = 1 _6 ~ _ 5. o 225_ ) 246» i
Taxes, other than income o — 3 23 44 70
__Total Operating Expenses 2 257 166 578 1,023
iTo@l . L ) ) $ 469 3 ' 466 $ 334 $ 567) § ) 702
2016 Three Months
UK. " Kentucky
Gross Gross PA Gross Operating
B o o Margins Margins i Margins Other (a) Income (b)
,Op};rqtipg_lgeyenues L ] ) 3 . 53 ©¢% 121 % 495 $. 16 -8 1,785
Operating Expenses i
© Rl ] . S . — U
_ __Energ_y_pm:c_hz}ses_ o i — ] 28 118 1 147
; __Other operation and mai;lténance » . I ‘_ 26- ' A 28 3’2 - -425
~ Depreciation ) — 13 — 218 231
i _Taxes, other than income - L - 1 22 51 . 74
Total Operating Expenses 19 250 168 623 1,060
V}ot_al o N . o o - $ - 534 _ $ 471§ 327 § 60D $ 725
2017 Six Months
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UK. Kentucky
Gross Gross PA Gross Operating
Margins Margins Margins Other (a) Income (b)
(Operating Revenues . __ (1,050 (o) $ 1532 8 1013 $ 21 $ 3676
" perating Expenses i - - e — - — e
) . Fuel . — 374 — — 374
Energy purchases ~ — 98 B 253 ) — 3l
i Other operation and maintenance 45 52 o 60 663 ... 80
_.Depreciation ] - . 32 K .
f .
| Taxes, other than income — 3 51 91 145
__ Total Operating Expenses 45 559 373 1,201 2,178
Total 1,005 $ 973§ 700 $ (1,180) $ 1,498
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2016 Six Months
UK. Kentucky

Gross Gross PA Gross Operating

Margins Margins Margins Other (a) Income (b)

‘Opﬁerath}g Revenues o $ L1377 (@ § 1547 8 1080 § 32 %8 3,79

Operating Expenses N ) e
* .. Fuel S o = 380 — e 380
Energy purchases = ) % 285 ) o 1 i 380
i Other operation ang_i_rgajpfenance o 47 . 49 . 53 . 726 875
Depreciation o o = ) 26 i - ) 434 460

_ Taxes, other than income S — 2 50 101 - 153
Total Op_qragi_ng Expenses ) 47 i 551 388 1,262 ) 2,248

Total ) ] s 1000 $ 9 $ 692§ (1,230) $ 1,548

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

"3)  Excludes ancillary revenues of $10 million and $20 million for the three and six months ended June 30, 2017 and $10 million and $21 million for the three and six
months ended June 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 U.K. Regulated Segment)

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
nperation 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)

Source: PPL. CORP, 10-Q, August 03, 2017 Powered by Morningstar Document Research.
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Lower net income is projected in 2017 compared with 2016 primarily driven by lower electricity sales volumes due to unfavorable
weather in 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 earnings 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 1A. 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 earnings.
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PPL Electric: Statement of Income Analysis, Earnings and Margins
i\\ftatement of Income Analysis

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

Three Months Six Months
2017 2016 $ Change 2017 2016 $ Change
;Op_(_:rating_ Revenues i $ 500 $ 495 $ 5. % 1,073 § 1,080 $ )
Operating Expenses _ i B N o
" Operation X .
Energy purchases 107 118 av__ 253 285 6
__ Other operation and maintenance 138 3 137 o1 302 287 15
_Depreciation 76 62 14 151 ~ 2r 30
Taxes, other than income 23 24 (€)) 52 53 m
Total Operating Expenses 344 341 3 758 746 12
‘Other Income (Expense) - net 3 s @ . .. 4 .8 @
iterest Income from Affiliate 1 — 1 1 — 1
it i SRR S ; = ,
:Interest Expense 36 32 4. 69 - 65 4
Ipc_otpe_ Ta)}es 47 48 ) 95 104 )
‘Net Income L $ 77 $ 79 $ 2 $ 156 $ 173§ a7
Operating Revenues
The increase (decrease) in operating revenues for the periods ended June 30, 2017 compared with 2016 was due to:

o Three Months Six Months
Disgibuton Price @) R 1S s
Distribution volume )] 10$)
PLR (b) . Q0)° @1
Transmi_ssion Formula Rate ) 4 5
Other ) ) . @

ol $ 5§ 0

(a) Distribution rider prices resulted in increases of $13 million and $24 million for the three and six months ended June 30, 2017.

Source: PPL CORP, 10-Q, August 03, 2017
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(b) Decrease primarily due to lower energy prices as described below.

Energy Purchases

B ‘nergy purchases decreased $11 million for the three months ended June 30, 2017 compared with 2016 primarily due to lower PLR
_._rices of $9 million and lower PLR volumes of $1 million.

Energy purchases decreased $32 million for the six months ended June 30, 2017 compared with 2016 primarily due to lower PLR
prices of $32 million, partially offset by higher PLR volumes of $3 million.

Other Operation and Maintenance

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

3qmo[z}t§servicec_os.ts‘ L . o o o $ ) BEAE T Y

~ Vegetation management B A ) B <
;Paxyoll-;elatgzd_qosts o ] ) S R <) S ¢ ) I
Actl2d O __ o S . C . R .
Bad debts . - ) o . o : 3 (5
Other o e @ —
Totl ] ) $ 1S 15
Depreciation

Depreciation increased $14 million and $30 million for the three and six months ended June 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 for the three and six months ended June 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 June 30, 2017 compared with 2016 was due to:

Three Months Six Months
‘Change in pre-tax income at current period tax rates i o o $ - % )
Stqck-based_compensatior_l o (€3] ) ) 2
Other o . S = m
Total $ O 3 9
Earnings
Three Months Ended Six Months Ended
June 30, June 30,
- » ) i ) S 2017 2016 2017 2016

P o . :

Net Income e R LA T ” % L6 8 173

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

__arnings decreased for the three month period in 2017 compared with 2016 as higher transmission margins from additional capital
investments were offset by the impact of a lower PJM zonal peak load billing factor and higher depreciation expense.

Earnings decreased for the six month period in 2017 compared with 2016 primarily due to higher depreciation expense, primarily due
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to transmission and distribution additions placed into service related to the ongoing efforts to improve reliability and replace aging
infrastructure, net of retirements, and higher other operation and maintenance expense, primarily due to higher corporate service costs.
Higher transmission margins from additional capital investments were partially offset by the impact of a lower PJM zonal peak load

billing factor.

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

LR
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Bzarzsx!v?r_li_a@mﬁ Margins'

Other operation and maintenance

Depreciation

Taxes, other than income

Other Income (Expense) - net

Interest Expense
("__T""- T N

Income Taxes -

Net Income

Margins

o Three Months Six Months
s 78 -8
I S ../
L ) Sen |

2

. ] KO R <) I

) o W @
B o 1 9
$ @ an

"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 June 30.

use of this information, except to the extent such dsmage's or losses cannot be limited or

ded by

per

isnog of future results.

2017 Three Months 2016 Three Months
PA Gross Operating PA Gross Operating
o B Margins Other (a) Income (b) Margins Other (a