
m
 

0
0
 

Q
c
?
 

-0
 

K
 

m 
N

 

0
 

N
 

7
 

.
i-
 

.c
- 
0
 

N
 

L
 

P
 

0
 

c3) 
Lo 
te 
u
 K m 

A
 

C
 

0
 

e3 
t 

R
 

v
 

Lo 
co 
cr) 
te 
r: 0 
E

 
.- - - .- 

a, 
0
 

.- r;: - m 0
 

O
 

n
 

tn 

s I
 

n
 

tn 

s I 
0
 

cr) 
d
 

te 
a, 
a
 
0
 

- 
C
 

0
 

.
_
I
 

- - f v 
u
 a, 0
 

a, 
Q

 

.I.-
 

8 
a, 
0
 

.- r;: 
u) 
a, 
m

 
a
 a, 

I= 

e! m 
a
 a, m
 

m a, 
I: 

a
 a, Ts) 

m a, 
I: 

u) 
a, 
3
 

K
 

a, 
=. e! 

u) 
a, 
m

 
73 
a, 
I
 

- m 0
 
0
 

a, 
Is

) 

&
%

i 
z

s
l 

a, 
m

 
U

 



cu 
2 61, 

0
 
s r 
tt) 

0
 

2 61, 
0
 

0
 

tt) 

9
 

r------ 

0
 
9
 

F
 

6
1
,
 

0
 

x 61, 0
 

0
 

3 tf) 
2 tf) 

u
) 
c
 

0
 

a
,
 
0
 

0
 

cv 

co' 

f m
 

c
 

m a, 
-a 

.- E Q
 

0
 

cn 
c
 
0
 

2 
.Id

 

.- .Id
 

E!? a, a 
0
 

co 
9
 

;T
i 



I 
I 

I 
I 

I 
I 

m a, 
-0

 

0
 

a. 
r" 2 0 
c
 

(0
 

C
 
0
 

.- c F! a, n 
0
 

01 
C
 
0
 

0
)
 

C
 

.- 

7
 

0
 



Q
, 

v
, 
c ([I 
.s

 
0
 

Q
, 

0
 

0
 

(v
 

0
 

0
 

cv 
v
- 

o
c

o
o

m
 

O
I

-
O

N
*

 
0
0
0
0
 

e3 

b
b

m
*

 
o

o
o

c
o

 
w

3 
0
0
0
0
 I
-
 

C', 

w
3 
0
 

Q
, 

v
, 

S
 

([I 
.s 
0
 

N
 

m
 

e3 
0
 

C', 
co 
a3 
0
 

0
 

0
 

cv 
'c

"
 

a
 

a, 
m 13 
0
)
 

i
-
,
 

- 2 - m S
 
0
 

m a, 
I=: 

.- i-,
 

f 
i
-
,
 

-
 

a
 

a, 
m 3 
m

 
a, 
CL 
m I=: 
m >

 

S
 

I=: 
a, 

i
-
,
 

- .- - 2 

n
 

>
 

Q
 

Q
 

3
 

- cn 

m
 

o! 
I
-
 

#
 

a
 

a, 
m 3 
0
)
 

a, 
cti m I=: 
m >

 
>r 
cn 
S

 
I=: 
a, 
Q

 

i
-
,
 

.- 



N
 

b
 

#
 
0
 

cn 
03 
S

 

([I 
W

 
03 
c
 
0
 

0
,
 

.
_
I
 

E
 

.- 6 I 
cn 
Q

 
W

 
CT) 
0
 
0
 

N
 

n
 

T
- 
0
,
 

o' J
 

n
n

 
n

 
c

X
,

o
>

O
~

S
b

 

0
0
0
0
0
0
 

0
0

~
0

0
0

 

C
W

 
-

w
 

a, 
I3 
II: 
a, 
>

 
a, 
w

 Ls 
a, 
>

 
a, 
.- - 
n

 

cn a, ([I 

a, 
03 
c
 

([I 
II 
0
 

X
 

+
 

w
 
L
 

a, 
II 
6 cd cn 
a, 
X

 
([I 
I- 

cn 03 
II: 
S

 

([I 
W

 
03 
ZT: 
0
 

ZT, 

._. 
L
 

.- 6 I 
c/> 
Q

 
W

 
0
 

0
 

N
 

F
 

o
j 

E
 

cn 
c
 

(u
 

a, 

.- U
 

0
 

Q
 

4? 2 0 
4
-l 

(I) 
c
 
0
 

.- 4-l 2 a, Q
 

0
 

cn 
c
 
0
 

cn 
c
 
0
 

.- E
 
t
 

0
 

cn 
u
)
 

c
 
c
 

(u
 

a, 

.- L
 

rc
 
0
 

a, 
d
 

P
 L X
 

U
 
c
 

a, 
Q

 

.- 2. 



cn 
m

 
S
 

ctf 
Lu 
m

 
Iz 
0
 

m
 

.- f 

._. 

6 I 
cn Q

 
W

 
0
 

0
 

cv 
’c

- 

fJi 

E
 

u
)
 

c
 

m a, 

.- 0
 

-4
-l 

E
 
t
 

0
 

u
) 
u
)
 

c
 

m a, 

.- E
 

Y
- 

O
 

a, 
G

 b 
Y

- 

X
 
U
 
c
 

a, 
Q

 

.- 2- 
a, 
a, 
cn G 
-4

-l 
0
 

z
 

T
-” 
F

 
0
 

n
! 



0
 

O
 

cv 
Y
- 

00 
00 

6F) 
0
 

cn m
 

c
 

m 
W

 
m

 
c
 
0
 

m
 

.- f 

._) 

6 I 
cn 
W

 
CD 
0
 

0
 

cv 

a. 

n
n

 
n

 

4
0

0
0

0
0

0
 

J
 

-
-
 

-c.r 
cn 

P 3 I cn S
 

.- E? 

CD 
cy) 
7

 

b
 

cv 
tf) 
c

i 

cn m
 

c
 

c
 

m 
W

 
m

 
c
 
0
 

m
 

.- L
 

.- 6 I 
-
 

cn 
W

 
m 

a, 
i-

-
, 

0
 

cv 

vj 

E
 

0
,
 

c
 

m a, 
7
3
 

a, 

Q
 

0
 

rn 
c
 
0
 

.- *
 

8 2 
C
I
 

.- .c.' 2 a, Q
 

0
 

0
,
 

c
 
0
 

0
,
 

c
 
0
 

0
 

rn 
0
,
 

.- E 
t
 

.- E
 

m a, O
 

Y
- 



C
 
0
 

o
m

 

.- c E E
m

 
3 -1

 
a
 

a
 

0
 



0
 

0
 

co 
tft 

.r 
c
)
 

u
)
 

e3 

I 
I 

I 

0
 

0
 

)c
 

tf3 

0
 

0
 

co 
tft 

0
 

0
 

u
)
 

e3 

0
 

0
 

d
 

e
3
 

0
 

0
 

c
)
 

e3 

0
 

0
 

N
 

e3 

0
 

e3 

v) 
a, 
73 
3
 

0
 
c
 

- .- 

,
I

'
 

E 

K
 
0
 

a, 
Q

 
0
 

.- .I- E
 

6 t .c u)
 

m 0 
0
 

u
)
 

7
3
 

c
 

a, 

>
 

u
 

c
 

-0 E P
 

.- a, 
n
 2 G .c 

v
) 
m 0 
a, 
22 c 
It
-
 
0
 

K
 
0
 

m 0
 

K
 

.- .I-
 

.- - .- 8 E P
 L
 

x
 
u
 K
 

a, 
Q

 

.- 2- 
a, 
a, 
0
)
 

a, 
0
 

Z
 

.. 
.I-
 -1

 

0- 
0- 

0
 



~
o

o
c

3
o

o
o

o
 

0
 

-
6
9
 

F
O

 
.r
 

0
 

m
 

m
 

N
 

6
9
 

L
 

r
 

v
 

N
0

0
0

0
0

0
0

 
0

 
r

6
9

 
e3 

0
 

N
 



0
 

- .- 0 m
 

U
 

0
0
0
0
 

10 
(1

 
of 

10 
m

 
of 

P
-

O
P

-
 

o
f

o
f

 
$!$!Pi 

-1
 

a
 
a
 

P- 
cc) 
N

 
of 

m
 

of 
s 0
 

of 

0
 

0
 

v
 

of 

2 2 n" 0
 

x
 

0
 

4.d 
.- _.

 
.- 2 4.d 
.- -a

 
g! 
0
 

U
 

a, 
m

 
0
 

U
 

K
 

x
 

4.d 

.- u) 

0
 

0
 

a, 
W

 
c4 m 

.- L .y _
. 

d .- $ a, 
- - .- 3
 

0
 

-1
 

2 N
 

of 

0
 

of 

m
 

a
 

of 
V

- 

0
 
0
 

v
 

of 

2 2 8 0
 

x
 

0
 

m
 

LL 

T
I 

+
d
 

.- - .- 4-4 
.- g! 
0
 

7
3
 

b) 
m

 
0
 

7J 
K

 
=-. +
d
 

.- u) 

m a, 
.- .y .- _. .- s 2 d 0
 
3
 

C
 

C
I 

m
o

o
 

m
-

c
o

 
W

N
 

9
0
0
 

li-
 

w
 

"
o

m
$

 
w

 

T- %- 0
 

hl 





Y
 
0
 

m
 

... 0, 
:: a, 7
 

a, 

a 

5
 

U
 

... m 0
 

m
 

V
I 

C
 

._ 
... - a, 
f
 e! 

c
 

a, 
(E

 

m
 

a
 

... E 5? 
8 E

 

U
 

m
 

a
 



u
)
 

m
 

c! 

m
 

m
 

E I
 

J(C 

m
 

m 
C
 

0
 

m
 





N
r

-
 

N
 
tA 

1
 

(I] 

0
 

2 
LL 

Y
 

0
 

m c 
I
 

E $ 0
 

L
 

@ % 
Tt 
(I) 

a
 

m
 

x u
)
 

a, 
c
 

u) 
J
 

.- 

a, 
0
 
c
 

m 



x
 

m 
.L
 

!?? Q
 

d
 m 0 0 





F
 

0
 

co 
c3 

+
 

a, 
2
 I 

a, 
a, 
5
 

0
 

CCI 
cn 
- 

Lo 
b

 
cv 
tf) 





....... 







cn 

cn 

c
 

11- 

+
-J

 

+
-J

 
m cn 

6
 

a, 

L
 
0
 

cn 23 
cn 
a, 

3
-1

 
-
 L
 

m Q
 

0
 

a, 
13 

;ij 

L
 

.
1
1
1
 

4-d 

cn 
a, 
.
I
I
 

+
-J

 
.- a, 
u> a, 
m >

 
3
-1

 

.- E a, 
c
 
0
 

cn 
c
 
0
 

u, 
>

 
0
 

+
-J

 

rc- 

m- 

.- 

+
-J

 

+
-J

 
m cn 

.- Ad 0 
0
 

1
1
1
 

6
 L ii! 0
 

0
 

13 
cn 

rc- 

cn 

-
 m 3 0
 

m a, 

3
-1

 

0
 

73 
-
 0
 

m 
c
 

cn 
0
 

0
 

m 

3
-1

 

3
-1

 

L
 

+
-J

 

rc- 

a, 
cn 

cn 

N
 



E! 
4
 

0
- 

Lu 
0
 

ocr S
 

a, 
1c-r 

3 
L

E
 

a
la

 

3 a, a, 

.- 6 cn cn 
a, 
c
 

cn 
23 
cn .
_
_
I
 

z! 4
 

0
- 

LL 
0
 

3
 

L. a, 

8
) 

.- 6 c 0 .- 4
-J

 
0
 

m cn 
c
 

z! 4
 

0
- 

Lu 
0
 

ocr S
 

Q
) 

u) 

1c-r 

2
 

z
8

 

m
 

er> 
c
 

7s 
23 

.- -
 0 c 

s 



cn 
Ai L 

i-
i 

!2 a, 
z
 

u) 

c
 
3
 

4
-J

 
.- .- 2 
3
 

0
-
 

a, 
a, 
A2 
't: 
a, 
>

 
S

 
0
 

0
 

0
 

S
 
0
 

-
 

.- Y
- 

.- - - .- E
 
0
 

Lo 
0
,
 

#
 

I 0 
Lo 
b

 
#
 

El 
El 

'c
- 

'c
-
 
0
 

cv 
-
 

.- L 
2 >

1 

m a, S a, 
cn 0 
0
 
0
 

U
 

a, 
0
 
a Q

 
X

 
a, 
cn 
S
 
0
 

0
 

m cn 
S
 

-
 L 

.- -
 

i-
i 

+
 

.- .- i-i 2 
i-

i 

a, 
c
 

I- 

d- 



X
 

cn 
cn 
a, 
c
 

cn 
s
 

12 
U
 

a, 
c6 
13 
0
)
 

a, 
>

 
c
 

T3) 
1I 
c6 
cn a, >

 
a, 
1I 
0
 

c6 
-I n. 

.- E
 

.- c
,
 

-
 L
 

-
 

.- ._. 

n. w 

c
 
0
 

cn 
cn 

cn 
c
 

.- ._. 
E

 

E! 
c
,
 

c
,
 
c
 

a, 
U
 
c
 

a, 
Q

 
a, 
U
 
c
 

U
 

a, 
c6 
3
 

0
,
 

.
_
I
 

w
 
-
 2 

I 

E Q
 

c
 
0
 

7.3 a, 
u) 
([I 
d
 

x
 u) 

0
 

.- I
 

.- L 
+
-, 

E 3 0 > 0 zz _
.
 

E
 B a, S
 

U
 

3
 

U
 

0
 

([I 

c
 

([I 

0
 

c
 
0
 

!! ._) 

Y
- 

.- +-, F 0) 
a, 
c
 
3
 

u) 
u) 

0
 
3
 

u) 
U
 

S
 

([I 

73 
Q

 

+
-, 

.- - 
Y

- 

8 

.- F! 5
 

.- 3 8 5 c
 

a, 

Q
 

X
 

W
 

.- 

II 
L
 

+
-
, 
0
 

a, 
Q

 
0
 

F 3
 

B a, S
 

S
 
0
 
3
 

II 

u) 
U
 

.- +-, 
.- L 
+
-, 

.- 0
 

0
 

a, 
a, 

.- I
 

+
-
, 

-
 

9
 

5
 

ro 

+
-
, 

u) 
a, 

(u
 

P
 

-
 u) 

a, 
(u

 
+
-, 

5 i
 

.r
 

.i-
 
0
 

N
 



2
 

a, 
U
 
0
 

e
 

m 
c
 

cn 
-I Q

 
Q

 
0
 

cn 
Y

- 
a, 
c
 

a, 
Q

 

c
 

-
 2 

e
 

e
 

e
 

L
 

&? 

.- e a, 
f

l
 

X
 

a, 
cn a, a, 
c
 

>r 
cn I= 
m 

.- E? 

.- -c
I 

!! 

n
 

t
-
 

v
 

a, 
>

 
a, 
.- e 

S
 

m .- ts 
L
 

.- c a, 

3
 
3
 

tii 2 
e
 

Y
- 

(lj 
m 

2 m 
I: 
u) 

!! m 
I: 
cn 

!! m 
I: 
cn 

0
 

cn 3 
U

 
0
 

m a, 
Iz 

.- e 
.- .- e
 

2
 

a a, 0
 

c
 

a, 
m 
Iz 
cn L
 

U
 
c
 

m 
5 a. 

L
 

a, 
Q

 

I
 

a, 
Q

 
U
 
c
 

a, 

>
 

U
 

3
 
3
 

a !! 
.
_
I
 

C
I 

w
- 

U
 
c
 

m 
a, 
m 0

 

.c
I 

2 
Lc) 
'c

-
 

tc- 
N

 
00 
cy) 

Y
- 

O
 

a, 
m 
T): 
a, 

e
 

.- E
 

E
 

2
 

._. 
a, 
>

 
a, 
.- - 
111 

0
 

#
 

0
 

6
4
 
0
 

#
 

0
 

4-J 
a, 
a, 
e
 

- E 0 0 

L
 

Y
- 
0
 

I 
I 

cy) 
N

 

I 

N
 

cy) 
0
 

#
 

I cy) 

0
 

N
 

'c
-
 

2
 

.? 
.%

 

D
 

0
 

m 2 
h
 

12 
m 

-c
, 

.- e
 

.
_
I
 

0
 

m 3 
U

 
'c

-
 

0
 

#
 

a, 
3
 

m >
 

- 
>
\ 

a, 
m 
U
 

-
 

e
 

.
_
I
 

E 

0
 

#
 

cn a, 
a > 2 
L
 

cn a, 0 
c
 

m 
c
 

c
 

W
 

a, 
3
 

U
 

c
 

3
 

.- 
I 

I N
 

0
 

N
 

'c
-
 

v
 

'c
-
 

0
 

N
 

0
 

e
 

L
 

iij 
E

 
-
 



... 4
. 0
 
0
 

m u) C 

._. 
.c

, 

E k
 2 

n
 

W
 

0
 

cv 

F
 

r
 

0
 

:
 

t
f
)
 

,.- r 
-C 0

 
0
 

m fn 
C
 

.- c1 E r;; n
 

c
1
 

u) 
0
 

W
 

0
 

cu 

F
 

F
 

C
 

0
 
0
 

m fn 
C
 

.- c1 E r;; 2 
n
 

W
 

0
 

N
 

r
 

F
 







C
 

0
 
0
 

m
 

cn C c! 
I-. 
J
 

.- .Id 8 07 

0
 

cv 
r
 

C
 

0
 
0
 

m
 

lo 
S

 

.- .Id c! 
t
 2 

e
 

0
 

cv 

r
 

r
 

.- s E .Id
 

+
I
 

.- a, 

0
 
0
 

B 0 







K
 
0
 

.- 1
 

E 0 Q
 

L
 

3 



I I I I I I I I 1
- 

U
 

8 W
 

cn 
cn 

ffl 
c
 

m (1
 

I= 

c
 

1
- 

-
 

------Y
 

L
 

s 
1
 

E 

z E
 

0
 
9
 0
 

cn 
3
 

+
 -E 

2;; m 
U
 

S
 

m 

Y
- 

O
 

m a, r, 
a, 
>

 

2
 

.- 

5
 a, 

F
 

a, 
0
 

S
 

a, 
a, 
0
 

x 
W

 

-
 

-
 

-
L
 

+
 

U
 

a, 
a
 

0
)
 

0
 
0
 

2 

L
 

m 3 
6
 



-
 3 cn 

cn 
a, 
0
 

0
 
3
 

u) 
a, 
II 

3
 

0
 

.Q
 

m 

rc
 

4
-J

 
4
-J

 E m cn a, 
Iz; 

c
 

II 

4
-J

 

.- 4
-J

 
.- 3 

cn 
a, 
-
 

2 II 3 0 m
 a, 

c
 
0
 

a, 
m m a 

4
-J

 

4
-J

 

4
-J

 
_
I
 

-
 

-
 L
 

4
-J

 
0
 

a, 
U
 
L
 

.- m a> 
L
,
 

cn 
a, 
m 
U
 
c
 
3
 

0
 

.Q
 

.- L 3 0 
c
 

x
 
c
 

Iz; 
._. 
4
-J

 
.- 3 a, 
cn 
a, 
0
 

c
 

a, 
0
 

a, 
0
 

c
 

.- - 
.- .- E

 
rc

 

4
-J

 

E 2 cn 
cn 
a, 
cn 



d
 

d
-
 

m
 

3 z
 

W
 

- I I I I I I I I 
_
I
 



u) 

m
 

-E I 
o?: 
n
 

I 
I 

I 
I 

I 
I 

I 
I 

I 
I 

I 
I 

I 
I 

2 m
 

m
 

69 

I 
I 

1 I I I
 

I I I I I I I I I I I I I I I I I 

- 
I 

Y
 

0
 

0
 

0
 

Q
) 

w
 

0
 

.- L. CI 
9
 

2
 

w
 

I
t

 
i

n
 

'
5

 
I 

'B 
1

8
 

I
a

 

3
 

I d 



'0 

d
 

N
 
;; m

 
O

 
N

 

T
- 

N
 

0
 

iLi 
r
 

m
 

E
 

N
 

O
 

0
 

r
 

0
 

L
n
 

7
.
 

0
 

0
 

c
 

0
 

z v 
6
 

5 v 

1
 

6
 

c? 
0

 





'p
 

7
 

0
 

cv 
-
 

.- ;1. 
a ;Fi 2 >5 

a, 

0
 

0
 
0
 

U
 

a, 
0

 
a, 
Q

 
X

 
W

 

-
 

- 4
-J

 

4-J 

I
 

c
 
0
 

u) 
3
 

U
 

0
 

m 
U
 
c
 
3
 

O
 
0
)
 

c
 

u) 
0
 

0
 

m 3
 

c
 

.- 4
-J

 
.- .- Y

- 

4
-J

 

.- -
 

4
-J

 

- - Y
- 

._. 
s 2 
U
 

a, 
II 
0
 

U
 

a, 
0

 
a, 
Q

 

-b
J
 

4-J 

3 

x
 

0
 
0
 

u) 
c
 

.c
.l 

E E
 
0
 

0
 

-I e 
e
 O
 
c
 
0
 

d
 
0
 

0
,
 

#
 

I 
0
 

b
 

#
 

Y
- 

.- _. 
_
I
 

.- 'p
 

'p
 

u) 

c
 
3
 

>r 
3
 

U
 

a, 
a, 
d
 

4
-J

 
.- 4-J 
.- -
 

.- 4-J ;ij 
>

 
c
 
0
 

0
 

O
 
c
 
0
 

Y
- 

.- - 
-
 

.- E 0 
Lo 
0
,
 

#
 

I 
0
 

Lo 
b

 
e
 

m m a, 
73 

-b
J
 

25 
4
-J

 
m 

.
.

I
 
I
 

0
 

(u
 

a: m Q
 

92 c 



2 m 
I: 
u) 

a, 
Q

 
b

 
N

 

#
 

cr) 
N

 
0
 

el. 
I N
 

0
 

N
 

L
 

0
 I 

T
 

?
*
 

2 m 
I= 
u) 

a, 
Q

 
00 
cy) 

el. 

N
 

cr) 
0
 

el. 
I cr) 

0
 

N
 

L
 

0
 

I 

T
 

." 

E
 

E
 

E
 

v- 
P

 
0
 

N
 

F
 
2 p a, 
c 9
 

8
s

 
0
 

C
 

0
 

m 4 
c
 

4
 

a, 

.:
 E s M m B

 
0- 
a, 
0
 

u. d
 0 

% 



u
)
 

x= C 
a, 
0
 

C
 

8 % .- lx
 

6
 

.- 3 
73 
a, 
u
)
 

m 
5
2
 

3
 

E 2
 

c
1
 

'c
 
0
 

a, 
m 

LY 
.+

a
 

r
-
"
 

,
4

 

u
 a, cn 

m Kl a, 
0
 

C
 

m E F .- 8 a. 
---. 

.+
a 
C
 

a, 
0
 

C
 

73 
C
 

m 

.- +
 

5 2
 

'c
 
0
 

a, 
m 
lx

 
.-- i .+

a
 

ln 
K
 
P
 
0
 
0
 

- e E 0 LL 
I:

! 2 
Y

 
0
 

0
 

- e E 0 LL 

E
 

u
)
 

C
 

m 
r: 
0
 

.- E E? 
g cn 
a, 
m 
.+

a
 

LY 

0
)
 

C
 

a, 

.- e 2 
+

 

- rtr E 3
 

P
 

- m 3 $ 4 II m 

co %
. 

8 P
 

W
 

a ln 
c
 

.- % u) a, 
.+

a
 

2 
'c
 
0
 

x
 

a, 
3
 
u
 

L
L

 

2 ? 

0
) 

.- 8 .+
a 
C
 

a, 
0
 

C
 

W
 

.- z ln 
c
 

73 
3
 

0
 

K
 

d
 

.- - .- s s
 

E-i 

T
- I 

.
i
 

?
 

a, 
0
 

C
 

m E F Q
 

0
 

+
 

0
 

a, 
>

 
C
 

a, 
0
 

C
 

a, 
0
 

C
 

I
-
 
+

 

1
- E F 8 8 Q

 

-, 
r.? 



s Y
 

T
 

T
 

I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I 

s 
s m

 
N

 
2 

T
 

I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I 

s T 



0
0

 
m

-
7

 
c

n
m

 
t
f
)
e

 

0
0

 
d
-
c
n
 

C
O

T
.

 
e
e
 

I
1

 

0
0

 
c

n
m

 
0

3
N

 
e

t
f
)
 

0
0

 
0
7
 

C
O

N
 

e
e
 

I
1

 

U
 

Q
) 

m J
 

cn 

+
I 

2 
Y

- 
O

 
C
 
0
 

U
 

.- .- +I a 

0
 

Lo 
d-- 
7
 
e
 

0
 

N
 I 

-
?
 

e
 

0
 

03 
c? 
7
 
e
 I 

0
 

CD 
03 
6
9
 

I 

0
 

0
 

03 
e
 

0
 

N
 

d- 
e
 

I 

0
 

03 
m

 
e
 

Lo 
m

 
m

 
e
 

I 

m 0 
m

 
e
 

0
 

Lo 
N

 
tf) 

I 

0
 

cv 
N

 
e
 

2. 4
-l 
a, 
z
 

0
 

C
 

m 
L
I 

9 p c
 

.a I 

2 m 

-f 

E
 





h
 

0
 

m L
 

+
 

a, 
>

 
a, 
II 
0
 

m 

._. 
m a, 
+

 
1
1
_
1
 

23 
0
)
 

a, 
L
 

+
 

c
 

E a, er, 
m 

a
 

a, 
m 3 
23) 
a, 

.i-
i 

-
 L
 

6
 

W
 

L
 

a
 

S
 

m a, 
m 23) 
a, 
S

 

-w
 

L
 

.i-
i 

.- 

0
 

-c
1
 

m 23 
m >

 
7s 
c
 

m 

-
 

a, 
G= 
0
 

Q
 

-
 L
 

%
 

.- E
 

cn 
cn 
a, 

cn 
er, 
c
 

.- 
cn 
er, 
c
 
c
 

m a, 

.- L
 

x
 cn cn cn a, 

.
_

_
I
 

L
 

F
 

3
 

cn cn a, 0 
0
 
3
 

cn 

Y
- 

0
 

.i-
i 

c
 

.- 
cn 
a, 
.- 

c
 

m a, L
 

cn cn m 0
 

_
_
. 

cn 
23 
II 
U
 

a, 
m 
- - 

-
 

Q
 

0
 

>
 

m E! Y
- 

23) 

c
 
h
 

cn 

5 
a, 
L
 

-
 I I 
c
 

cn a, 
II 
cn 

.- 1
 

fl cn a, er, 
m a, 
>

 
a, 
,J L
 

0
 

C
I 

0
 

+
 

23 
'23 
+

 
Y

- 

c
 
0
 

.- 
cn m 2 E" 0 0 

co (
v
 

a, 
>

 
a, 

0
 

.- + 
6 

cn cn cn S
 

CZT 

.- E
 

L
 

d.-I 

23 
.- cn 
23 
12 

Y
- 
O
 

er, 
a, 
L
 

L
-
 

L
 

S
 

._) 
m

 

s W
 

O
 

rn 
I'- 

Y
- 

>
1 

+
 

>r 
m c a, a, 
Q

 

L
 

+
 

E
 

E
t 

-
 m L 
Y

- 

C
I
 

S
 

a, 
U
 

Y
- 
c
 
0
 

0
 cn a, 

m 

-w
 

P
 

.i-
i 

m 23 
U

 
cn 
a, 
0
 

F
 

m 
.i-
i 

S
 

a, 
n
 c a, Q
 

a, 
a
 

S
 

.- 

+
 

c
 

m 0 
!t=

 
zz 
._. 

cn 
a, 
>

 
a, 
.- 

>r 

a, 
c
 

P
 

-I-r 
0
 

a, 
.- 

41 
5
 

23) 
u> 
.- 

>r 
cn 
L
 

2 
E

 





-J
 

Q
 

Q
 

0
 



W
 

in
 

N
 

T
- 

a 
O
 

ti) 

W
 

s 
a 

0
 

N
 

ti) 

W
 

2
 

a 
0
 

N
 

ti) 

I 

a
,

 
L
 







0 '  





.
0
1
1
 

+
=
J 
m cn 
a, 

cn 
.- a, 
53 
m a, 
m cn 

+=J 

+=J 

S
 

L
 

a, 

0
 

cn 
-I-r 
.
(
I
I
 

a, 
a3 

L
c
, 

.
I
I
 

L
 

0
 

>
 

.
I
 

a, 

cn 
-I-r 
.
.
I
I
 

cn c 
+
=
J 

a, 

0
 

L
c
, 

7
 

W
L

c
, 
0
 

>
 
0
 

.- c!i 

x
n

 
0
-
 

0
 

cn 
.
.
.
-
.
I
 

* 

-
t 
a
 

a
 

0
 



z! 4 0 Lu 
0
 

Qa 

II: 
0
 

-c-r 
0
 

23 
"23 
0
 

II: 
L
 

+
-
J
 

I
I
_
 

cn 
cn 
a, 
II: 
cn 
23 

.- m
 

z! 4
 

0
- 
8 Q

a 

f
 

a, 
-4

u
 

3 S 

3
 

z a, 
>

 
.- 6
 S

 
0
 

.
_

_
I
 

-c
I 

0
 

m cn 

z! 9. 0
- 

Lu 
0
 

021 
-4

u
 

f
 

a, 
3 

m
 

0
)
 

S
 

U
 

23 

.- _
I
 

0
 

S
 
0
 

0
 

C
 
0
 

.- c F! 0
 

0
 



.- L 
2 %

 

m a, zz 
a, 
cn 0 
0
 
0
 

U
 

a, 
0
 

a, 
Q

 
X

 
a, 
cn zz 
0
 

0
 

m cn S
 

-
 L 

.- -
 

e
 

e
 

.- .- e E! .c.i a, 
II 
I- 



E 4
-J

 
P a, 
S

 

a, 
u
) 
m 
12 

I 

2 Q
 

4
-J

 
a, 
u
) 

u
) 
m 

U
 

3
 

tT 
0

 
m E .- 

S
 
0
 

-I--, 
S

 

E a, er, 
clf 
c
 

>r 
Q

 
U
 

a, 
u
) 
m 
12 

cy) 

o
 

c\I 

T
-
 

L
 

4
-J

 
0
 

a, 
Q

 
0
 

g! 
S

 
m O
 

Y
- 

u
) 
a, 
3
 

S
 

a, 
>

 
2 

u
) 

a, 

m .c.r 

P
 

4-J 

u
) 
a, 
u
) 

u
) 
a, 
S

 
u) 
3
 

12 

.- 

U
 

S
 

m 
x 
.- 

E 2" a, S
 

cn 
cn 
clf 
0
 
c
 

cn 
a, 
d
 

-
 I I 

-I--, 

._) 

E
 

cn 
cn 
a, 
S

 
cn 
3
 

d
 

U
 

a, 
clf 
3
 

23) 
a, 

.- 4-J 

-
 L
 

>
\ 

0
 

S
 

a, 
0

 

a, 

.- E
 

A
 

a, 
S

 
>r 
u
) 

P
 

a
 

a, 
m 3 
0
)
 

4-J 

-
 E 

c
 
0
 

.
_
I
 

cn 
cn 

cn 
S

 

.- E
 

E! 
-I--, 

cn 
i5 : a, 0) clf 
L
 

E
 

2 
Y

- 

o
 

0
 

a, 
a, 

.- L 
4
-J

 

-
 

U
J

 

IT3 
S

 
m 

a CI I- W
 
0
 

_
.
 

m
 

w- 

4
-J

 
c
 

a, 
a
 

S
 

a, 
n
, 

a, 
c
 
a
 

a, 
clf 
3
 

0
,
 

._. 

4-J 

- 2 

A
 

II 
23) 
II 
clf 
cn 
a, 
>

 
a, 
II 
0
 

clf 

-
 

.- .- 

a; g! 
5
 

.- 3 

Q
 

u
) 
a, 
>

 
S

 

S
 

.- 4-J 8 ._. 

9
 

5
 P
 

-c
, 

u
) 
a, 

m 
_
.
 

x
 u

) 

0
 

.- L 
.- L 
4
-J

 

E 3 0 > - 

a, 
>

 
0
 

0
 

4
-J

 

8 5 
l3 S

 
a, 

Q
 

.- 
u
) 
a, 
m 
4-J 

2 
0
 

4
-J

 
0

 
a, 

Q
 

2 
0
 

z
 1 

c
-
 

c
-
 
0
 

N
 



2 m 
L
 

u) 

a, 

b
 

cv 
tf) 

m
 

cv 
0
 

@
# I 

cv 
0
 

cv L
 

0
 I 

Y
 

-
I
 

2 m 
L
 

u) 

a, 
a
 

00 
m

 
tf) 

cv 
m

 
0
 

tf3 
I 

m
 

0
 

cv L
 

0
 

I 

I
-
 

cn 
73) 
c
 

S
 

m a, a, 
3
 

13 

O
 

>
 

m 3 
U

 
cn 
a, 
0
 

S
 

m 
c
 

S
 

Lu 

.- L
 

L
 

-c.r 

Y
- 

Y
- 

-P
 

._. 
-
 

Q
 

X
 

a, 
S

 
m Iz: 
0
 

c
 
0
 

cn 
3
 

U
 

0
 

cn a, 
Iz 

a, 
a, 

._. 
-P

 
._. 
.
_
I
 

3-1 

-P
 

-
 E 2 0
 

0
 
0
 

a, 
3-1 

-
 



- .- -C
 0
 

0
 

([I 
in 
C

 

.- +I e r"; E n 
W

 

0
 

N
 

t
-
 

t
-
 

- 
r
 

Q
 

T
 

m 

- 
3
 

.- 0 
a, 

([I 
L s 

E r"; 

-C
 

c 
0
 

in 
P

 
c 

+
I 

2
 
o
 

m
 

v
) 
C
 

C
I 

P 
u
) 

0
 

n
 

9, 

... v
) 

W
 

5 
r
 

t
-
 

v1 

2 
0

 
N

 
m 

E m
i

 
I 

I 

L
 

i
n

0
 
0
 

0
 

0
 

0
 

9
 

ro 
9
 

-
7
 

0
 

0
 

te 
ro 

0
 

0
 

e3 

9
 

0
 

G
 
0
 

([I 
in 
c 

b- +s in 
0
 

W
 

0
 

N
 

2 

n
 

r
 

t
-
 

S
 

0
 
0
 

([I 
in 
c 

.- +I 2 
I-; L n 
W

 

0
 

N
 

t
-
 

t
"
 



t 



I 



.w
 

m 
- 

.- !! 2 +
I 

+
I 

.- a, 

0
 

a, 
is 
3
 

m
i 

+
I 

_
I
 

d 





w
 

0
 

a
 

ffl 

W
 

ffl 
0

 

z
 

u
 



a, 

c
 
0
 

7
3
 
0
 

Q
 

a, 

LD
 

m 

s "- % tii ?- P
 e! E
 

% E
 

L
 

cn 
a, 
4-4 

(0
 

a, 
c
 

.- 4-4 
a, 
7

3
 

h
 

a, 

v
 

cn 
a, 
c.' 

z .- L. 

ill 

2 0
 

0
 

a, 

P
 

t: 
m cn 

.- L 
4
-l 

d 'c
. 
0
 

8 
E

 
0

 
cn 

I I I I I I I 
! I 

I 
I I 

, 
I I 

I I 
I 

I I 
I 

I 
I 

I I 



I I I I I I I 
2

 
I 

a, 
1

- 

c
 

5: 
w

 
0
 

cn 
a, 

([I 

+
' 

E? 
.c

I 

5 i--r 
o a, cn 

Y
- 
O
 

([I 
a, 
h
 

2
 



to 
a, 
-
 

z 



- -1 I I I 
r

-
I

 I I I 
,-I 

r- 

d
 

r- 

In
 

r- 

- Y
 

0
 



I 
I
-
-
-
 

I I 
I 

I 
I 

I 
I 

I 
I 

I 
I 

I 
I 

I 
I 

I 
I 

I 
I 

Y 
I ---- I I I I I I I I I I I 

.. 

I 



7
-
 

0
 

0
 

Y
-
 

d
 

0
 

N
 

r
 

m
 

0
 

N
 

r
 

c! 0 N 

a, 
>

 
a, 
S

 
"_

 

2 0 M Lo 
Lo 
1
 

s Lo 
0
 

c >
 

m 
cn X

 
a, 
a
 

9 _
"
 

Lo 
0

 
C
 

>
 

m 
v
) 

x a, 

"
_

 

8
 





T
- 
Y
 
0
 

(N
 

-
 

.- I
 

2 %
 

(u
 

a, 
a, 
u) 
0
 

0
 
0
 

U
 

a, 
0

 
a, 
a
 

X
 

W
 

-
 L 

-
 

-I--, 

c
,
 

€4 

4
c
 
0
 

i5 

. 

-I--, 
o

ia
 

rng 
n
c
\l 

c
-
 

(u
 

(u
 

-I--, 

0
 

0
 

pc 
#
 

€
4

.
.

 
€4 

0
 

N
 



2 (u
 

Iz 
u) 

a, 
Q

 

L
 

T3) 
u) 
U
 

S
 

(u
 

a, 
(u

 
U
 

a, 

._. 

-
 

C
I
 

.- E
 

E
 

_
I
 

I 

0
 

'I-
 

o
 

tJ# 
I 0
 

cv 

'c
-
 

'c
-
 

I 

cr) 
cv 
0
 

tJ# 
I cv 
0
 

cv 
'c

-
 

I 

cv 
cy) 
0
 

tJ# 
I cy) 

0
 

c\I 

Y
 

.c
, 

S
 

.c
, 

i! u) 
a, 
>

 
c
 

I=: 
m S

 

.- ._. 
.c

, 

.- E S
 

(u
 

Q
 

0
)
 

S
 
o S

 
(u

 
S

 
iFr 

O
 
c
 

0
)
 

u) 
a, 
U
 

U
 

S
 

-
 

._. 

Y
-
 

.- 

(0
 

(u
 

Iz 
S

 
(u

 
Q

 
-
 

L. 
P

 u) 

(0
 

4
 
1
 

d C (0 2
 

.- 0 
5

 
tr 
a, 



u
)
 

a, 
>

 
C
 

a, 
0
 

.- -I-' E
 

tx G
 

'5 

w, 73 
a, 
u
)
 

m 
L
)
 

3
 

a, 

0
 

a, 
m E

 
-
I-
' 

L
 

w- -
I-
' 

141 
-

*
 

L
?

 

m
 a, (I) 
m 
a
 

a, 
0
 

C
 

m E
 

L
 

$ a . 
.- 8 e C a, 0

 

m
 K
 

m 3
 

E
 

E
 
2
 

c
 

L
c
 
0
 

a, 
m 
E

 

.i 

c
 

'-- " 

IcI 
0
 

2 4
- 

*
s

 
g

.?
 

4
- 
$
3
 

0
+

 

2
2

%
 

m
 

C
 

0
 

0
 

P
 

- 2 2 0 LL 

I
!

 
"-7

 

m
 

C
 

0
 

0
 

P
 

- E 2 0 LL EL? E
 

cn 
K

 
m 
c
 

0
 

.- E m
 

K
 

.- % u) a, 
m 
CL 
c.' 

(I) 
(I) 
m S
I 

m
 

C
 

.- .- - - 2 m C 0 
C
 
0
 

m 
4= 
C
 

.- -I-' .- L 
P

 
U
 

a, 
(I) 
3
 

c
 

61 
'.- 

(I) 
a, 
>

 
C
 

a, 
0
 

K
 

a, 
0
 

C
 

m 

.- e 

"- E 5 8 Q
 

I
 w

 0 
E

 

.- 8 e 0 E E x
 

C
 

m Q
 

0
 

m
 

C
 

0
 

.K
 

e
 

- g g N
 

-I 

3
 

9
- 

w
 

2 .- 8 -I-' 
0
 

E E x
 

K
 

m Q
 

0
 

m
 

C
 

0
 

.C 

e 
- g 2 N

 

-
I 

:3 a, 
m

 

a, 
>

 
a, 
h
 

C
 

m a 

2 

- E P u m
 

K
 

.- n 

N
 

N
 

T
- 

T
- 

0
 

N
 

c
 
0
 

.- c ?! !? 
0
 

8 -
I 
0- 
n
 

0
 



s
 k
 

r
 

r
 

I I I I I I I I I I I I I I I I I I I I I I I 1 I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I 

s
 

T
 



A
 

C
 

0
 
0
 

m v) C 

._. 
c
.
 

e t f! %
 

.c
, 
C
 

i! m
 

a, 
v
) 

-a a, m J
 

m
 

c
.
 

- 2 

0
0

 
0

3
7

 
m

a
 

t
u
t
u
 

0
0

 
d
o
,
 

c
o

y
 

t
u
t
u
 

I
I

 

0
0

 
o
,
*
 

c
o

a
 

t
u
t
u
 

0
0

 

*
t
u
 

I
t

 

52:;;; 

h
 

N
 Y
- 

O
 

C
 

T
- 
*
 

c
 

c
 

0
 

C
 

m
 

J
2
 

2 
p I
 

s 3 

.. 9 m E
 

E
 



ro 
N

 



h
 

0
 

m 23 

L
 

-4-d 

-
 

a, 
>

 
a, 
Iz 
0
 

[ET 

.
_
I
 

a, 

c
 

-c.r 
+

 
c') 

0
 

cv 
r
 

m
 

a, 
I
 

7
3
 

a, 
m 
-c

, 

- 
U
 

S
 

[ET 

>s 
Q

 
a, 
-
 

a, 
23) 
m c m G 

cn 
a, 
cn 
u) 
a, 
S

 
cn 
3
 

Q
 

.- 

3
 

Is) 
2 
cl 

Q
 

m >
 

m 8 
Y

- 

-
 

c
 

a, 
G= 
0
 

.--.. 

k 
x cn 
cn 
a, 
c
 

cn 23 
Q

 

.- E
 

.- 

CIL 
W

 
cn 

LL. 0 
-I-., 

U
 

a, 
[ET 
3
 

Is) 
a, 

-c
, 

-
 L
 

cn 
m

 
c
 

x
 

cn 
cn 
cn 
a, 
c
 

cn 
23 
Q

 
cn 
c
 

a, 
c
 

m
 

c
 

a, 
cn 

c
 

-r 
23 
LL 

.- I
 

.- -c.r 

I
 

+
 

tij 

L
 

.
_
I
 

c
 

m a, a, 
23 
23 

0
 

>r 

I
 

I
 

-c.r 

Y
- 

Y
- 

-c.r 
.
_
I
 

m
 

Iz: 
.- 

cn 
a, 
.- 

>s 
Q

 

0
 

>
 

[ET 

-
 E! 

Y
- 

cn 
cn 
m 0
 

c
 

cn 
a, 
Q

 

-
 I I 

+
 

.- 

.- c 
c
 

.- 
m a, 

75 
a, 
m 
+

 
-
 
E 2 
Y

- 
0
 

-c.r 
a, 
c
 

cn 23 
Q

 
>r 
m c a, 

.
_
_
I
 

I
 

+
 

r
 

(D
 

cu 
a, 
d
 

-
 

a, 
>

 
a, 

0
 

m 

.- + 
ts 

a m
 

cl 
t- W

 

- 
23 
23) 
a, 
I
 

[u
 

>
 

a, 
.- 

cn 
J
 

CL cn 
a, 
23) 
m >

 
a, 
J
 

h
 

;ir 

-c
, 
c
 

a, 
U
 

Y
- 

S
 
0
 
0
 

-
 m 23 

U
 

cn 
a, 
0
 

c
 

Y
- 

O
 

23) 
Iz: 
cn 
a, 
>

 
a, 
Iz: 

.- .- 2 

h
 

a, 
m 
-
 

+
 

.- 
-c

I 
0
 

a, 

CL. 
'
3
 

L
 

75 

E E _II 
c
 

W
 





t 



0
 

m
 





c 
CD m 
I 

E;' s 
0 
e 





0
 

c
 

m Q
 

0
 

a, 
3
 
3
 

3
 

0
 

12 
m c
 
0
 

m c a, cn 
a, 

.- e 
5 L
 

4-J 

rc
. 
e
 

.- e 
e
 

I5 cn 
c
 

II: 

a, 
U
 

.- e 
.- i! cn 
c
 

a, 

a, 
m cn 
>

 

e
 

E
 

4
-J

 

e
 

2 L
 

a, 
93 
LT 
3
 

cn S
 
e
 

E a, m cn 
s

)
 

S
 
x
 0 
0
 

e
 
e
 

.- _
_
I
 

-c; I f! 0 a, 
m cn 
c
 

a, 
>

 
a, 
a, 
25 
3
 

Y
- 

#
L
 

e
 

L
 

4
-J

 

Y
- 

5 25 c
 
0
 

e
 

cn 3
 

'
a
 

a 

e
 

-
 I
 I
 

rc
 
0
 

c
 
0
 

m m
 

._. 
-i-J

 

.
_
I
 

e
 

5
 

cn 
'
a
,
 

3
 

0
 

a, 
cn a, 
a > 

.- e L 
.- e
 

.- Li 
a, 
c
 

O
 

cn LT 
0
 

cn >
 
0
 

4
-J

 

Y
- 

.- .
_
I
 

cf: 8 
12 
m 

ZIC: 
a, 
a
 

cn a, 
p: 

L
 

rc
. 

+
-@

 

(/j 
s

)
 

S
 

ii=
 

.- - 
0

 
W

 
cn 
-%

 
cn 
c
 

m E- O a, 
p: 

II: 
U
 
c
 

m II: 
0
 

m c a, cn 
a, 
Q

 

0
 

e
 

.- .- e 
e
 

I
 

T
- 
F

 
0
 

N
 



L
 

6
 

a
 

0
 

I= 
a Q 
u> 3 a >

 
.- 2 

6
 

OZI 
tiJ L1. 
0

 
a
 

.r 
.;-
 
0
 



I 

0
 
9
 

;;; 

I 

0
 

0
 

tt) 
tt) 

2 
2 

0
 

tt) 

9
 

r
 

ui E
 

0
)
 

c
 

m a, 

.- 0
 

c
 

u
)
 

c
 
0
 

.- c 
E! a, Q

 
0
 

w
 

C
 
0
 

0
)
 

C
 
0
 

.- u
)
 

w
 

C
 

m a, 

.- E
 a, 
5
 

P
 I 

a, 
a, 
CD 



t I 

ui E
 

0
)
 

c
 

m a, 
U
 

a, 
r
 0 Q 
0
 

m
 

c
 
0
 

I
-
 2 
c
 

.- c E
 

a, 
0
.
 

0
 

w
 

c
 
0
 

w
 

c
 

"_
 

a
i

o
 

s
t

 
.r .r 
E

E
 

P
g

 
m

u
)

 
0
7
0
,
 

m
m

 
a
,
@
 



a, 
23) 
c
 

m 
c
 

0
 

m
 

Y
-
 

0
 

ee 

.@
=%

 

-4- 
0

 
0
 

u
 

Y
-
 

0
 
0
 iû
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COMMONWEALTH OF KENTIJCKY 

BEFORE THE PIJRLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF LOIJISVILLE GAS AND 
ELECTRIC COMPANY FOR CERTIFICATES ) 
OF PUBLIC CONVENIENCE AND NECESSITY 1 
AND APPROVAL, OF ITS 2011 COMPLIANCE ) CASE NO. 2011-00162 
PLAN FOR WXOVERY BY ENVIRONMENTAL, 
SIJRCHARGE ) 

) 

) 

LOUISVILLE GAS AND ELECTRIC COMPANY 
RESPONSE TO THE 

ATTORNEY GENERAL’S SUPPLEMENTAL DATA REQUESTS 
DATED AUGUST 18,2011 

ONE PAPER C 
QUESTION NO. 6 

FILED: SEPTEMBER 1,2011 



LOUISVILLE GAS AND ELECTRIC COMPANY 

Response to Attorney General’s Supplemental Data Requests Dated August 18,201 1 

Case No. 2011-00162 

Question No. 6 

Witness: Daniel K. Arbough 

Q-6. 

A-6. 

Please provide copies of credit reports for PPL and/or the Company from the major credit 
rating agencies published since January 1, 20 10. If this information has been provided in 
response to another data request, please indicate the appropriate data request number, the 
document title, and the page number(s). 

Certain of the Coinpany’s rating agency reports were provided in response to KPSC-1 
Question No. 14. All additional rating agency reports since January 1, 2010 are attached 
on CD in the folder titled Question No. 6 on CD in the folder titled Question No. 6. 
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ITitch Ratings 1 Press Release Page i of 2 

Fitch Affirms the Ratings of PPL and Subs on Acquisition Ratings 
02 Mar 201 1 6 11 PM (EST) 

Fitch Ratings-New 'fork-02 March 201 1: Fitch Ratings has affirmed the ratings of PPL Corp. (PPL) and its U S 
subsidiaries following the announcement of a definitive agreement to acquire the Central Networks UK electric distribution 
businesses from E.ON UK plc for $5 6 billion in cash plus the assumption of $800 million of debt and transaction costs 
The Ratings Outlook for all entities is Stable See a full list of ratings affirmed below 

The affirmation reflects the reduction in business risk that results from the addition of two regulated electric utilities, and the 
on-going transformation from a company reliant on commodity-sensitive businesses to one that is highly regulated. It also 
assumes that the initial increase in leverage, as measured by the ratio of debtlEBITDA, will decline over the next few years 
as the company realizes a full year of earnings from the November 2010 acquisition of LG&E & KU Energy LLC (rated with 
a 'BBB+' Issuer Default Rating [IDR] by Fitch) and from the integration of Central Networks In addition, the majority of the 
acquisition debt will be housed at the newly acquired UK subsidiaries, and will be non-recourse to PPL The capital market 
risk of placing the permanent debt and equity financing and the ability to extract expected synergies from the newly 
acquired UK businesses are the primary credit concerns. There are no regulatory approvals required and management 
expects to complete the transaction in April 201 1. 

PPL plans to initially fund the $5.6 billion acquisition with drawings under a committed bridge loan facility The permanent 
financing, expected to be completed in the second quarter of 201 1, will be comprised of approximately $1 75 billion of 
common equity, $875 million of mandatory convertible debt, and $3 billion of subsidiary debt including $750 million at an 
intermediate IJK holding company and $2.45 billion at Central Networks' two operating utilities, Central Networks East plc 
and Central Networks West pic The capital market risk is mitigated by the short time frame to closing. Fitch calculates the 
pro forma 2010 ratio of debffEBITDA will initially spike to 5 0 times (x) compared to the adjusted 2010 DebffEBITDA of 
4 . 4 ~  By 2013, Fitch expects the debt ratio to fall below 4 . 0 ~  

'The acquisition substantially reduces PPL.'s commodity price exposure and lowers Fitch's business risk assessment by a 
full category. By 201 3, management expects to derive approximately 75% of EBITDA from regulated operations compared 
to approximately 60% prior to the current transaction and about 30% prior to the acquisition of LG&E and KlJ Energy in 
November 2010. The service territories of Central Networks' two operating utilities are contiguous with PPL's other UK 
electric distribution business, Western Power Distribution, which provides the opportunity for synergy savings, which under 
IJK regulation are retained until the next price review due in mid-2013. 

Fitch affirms the following ratings with a Stable Outlook 

PPL Corp 
--Long-term IDR at 'BBB', 
--Short-term IDR at 'F2' 

PPL Energy Supply, LLC 
--Long-term IDR at 'BBB', 
--Senior unsecured debt at 'BBB', 
--Short-term IDR at 'F2' 

PPL Capital Funding Inc 
--Long-term IDR at 'BBB', 
--Short-term IDR at 'F2', 
--Senior unsecured debt at 'BBB' 
-4 subordinated notes at 'BB+' 

PPL Electric Utilities Corp 
--Long-term IDR at 'BBB', 
--Secured debt 'A', 
--Preference stock at 'BBB-', 
--Short-term IDR at 'F2', 
--Commercial paper at 'F2' 

3/3/2011 



Fitcli I<atings 1 Press Release 

E LG&E and KU Energy LLC 
--Long-term IDR at 'BBB+', 
--Senior unsecured debt at 'BBB+', 
--Short-term IDR at 'FZ 

Kentucky Utilities Company 
--Long-term IDR at 'A-', 
--Secured debt at 'A+', 
--Senior unsecured debt at ' A t  
--Short-term IDR at 'F2' 

I 
t 

Page 2 o f 2  

Louisville Gas and Electric Company 
--Long-term IDR at 'A-', 
--Secured debt at 'At', 
--Senior unsecured debt at 'A'% 
--Short-term IDR at 'F2'. 

Contact 

Primary Analyst 
Robert Hornick 
Senior Director 

One State Street Plaza 
New York, NY 10004 

.+I -212-908-0523 

Secondary Analyst 
Philippe Beard 
Associate Director 
+I-212-908-0242 

%& 

3 Committee Chairperson 
Glen Grabelsky 
Managing Director 

+-J 

+ I  2 12-908-0577 

Media Relations Cindy Stoller, New York, Tel + I  212 908 0526, Email Cindy stoller@fitchratings corn 

Additional information is available at 'w fitchratings com' 

Applicable Criteria and Related Research 
--'Corporate Rating Methodology' (Nov 24, 2009), 
-'Credit Rating Guidelines for Regulated utility Companies' (July 31, 2007), 

--'U S Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines' (August 22, 2007) 

Applicable Criteria and Related Research: 
U S .  Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines 
Credit Rating Guidelines for Regulated Utility Companies 
Corporate Rating Methodology 

ALL. FlrCH CREDIT RATINGS ARE SUBJECT r0 CERTAIN LIMITATIONS AND DISCLAIMERS PLEASE READ 
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'WWW FITCHRATINGS COM' PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM 
THIS SITE AT ALL TIMES FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FlREWAl L, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM 
THE 'CODE OF CONRUCT' SECTION OF THIS SITE 





8: KNOW YOUR RISK '' 
F AFF F PPL ON AG 

ACQUIRE E. ON 1J.S. LLC 

Fitch Ratings-New York-29 April 2010: Fitch Ratings has affirmed the 'BBB' Issuer Default 
Ratings (IDR) and various insti-ument ratings of PPL Corp. (PPL) and its sitbsidiaries PPL Energy 
Supply, LLC and PPL, Electric Utilities Corp. following the announcement of a definitive 
agreement to acquire E. ON U.S., LLC, the parent company of Louisville Gas and Electric 
Company (LG&E) and Kentucky Utilities Company (KU), for $6.7 billion in cash. The total 
enterprise value of the transaction, including the assumption of $975 million o i  tax exempt debt, is 
$7.625 billion. The Rating Outlook is Stable. A full list of the ratings is shown below. 

The rating affirmation reflects the high equity content in  the cas11 offer and the reduction i n  PPL's 
business risk from the addition of two financially healthy regulated electric utilities. In addition, 
PPL, will receive tax benefits of approximately $450 million as part of the transaction. The 
financing plan includes up to $2.6 billion of PPL common stock, up to $1 billion of mandatory 
convertible debt, approximately $2.9 billion of subsidiary debt and the remainder available cash. 
The subsidiary debt is comprised of approximately $2. I billion of utility first mortgage bonds to be 
issued by LG&E and KIJ and $800 million of senior unsecured debt to be issued by Kentucky 
Holdings, an intermediate holding company and direct parent company of LG&E and KU. A 
portion of the proceeds will be used by the newly acquired entities to retire the $4.6 billion of 
inter-company borrowings. The hybrid securities are expected to be issued by PPL Capital Funding, 
Inc., a financing subsidiary of PPL. PPL has also put in place a $6.5 billion bridge loan facility. 

The acquisition substantially reduces PPL's commodity exposure, adds scale, geographic and 
regulatory diversity and lowers business risk. After the acquisition, PPL will derive approximately 
60% of EBITDA and cash flow from regulated utility operations and the remainder from merchant 
generation, compared to the current mix of about 30% from regulated utilities currently and 70% 
from merchant generation. The regulated contribution should continue to grow over time due to the 
projected rate base growth of the company's domestic utilities and the unfavorable market 
conditions in the merchant power markets. Moreover the credit quality of the two Kentucky 
utilities, which are not currently rated by Fitch, appear to be coiisistent with an IDR equal to or 
greatcr than PPL's current 'EBB' IDR. 

The primary credit concerns are the capital market risk of placing the proposed debt and equity 
issues on a timely basis and the concentration of coal-fired generation at the two Kentucky utilities. 
Maintenance of  current ratings is contingent on the successful completion of the proposed iinancing 
plan as presented to Fitch without relying on the bridge loan facility. The coal exposure is mitigated 
by constructive regulatory provisions in Kentucky that provide for the recovery of environinental 
expenditures. Consummation of the transaction is subject to i,egulatory approvals, which 
management expects will take six to nine months. 

Fitch affirms the following ratings: 

PPL C0l-p 
--Long-teim IDR at 'BBB'; 
--Short-term IDR at 'F2;. 

PPL Energy Supply, L L.C 
--L.ong-term IDR at 'BBB', 
--Senior unsecured debt a t  'BBB'; 
--Short-term IDR at 'F2'. 

PPL Capital Funding Corp. 
-1,ong-terni IDR at 'BBB'; 



.. *.. --Short-teim IDR at 'F2'; 
*-Senior unsecured debt at 'BBB', 
--Junior subordinated notes at 'BB f < 

PPL Electric Utilities Corp. 
--Long-term IDR at 'DBB'; 
--Secured debt at 'A-'; 
--Preferrecl Stock 'at BBB-'; 
--Preference Stock at 'BBB-'; 
--Short-telm IDR at 'F2', 
--Commercial Paper at 'F2'. 

These rating actions reflect the application of Fitch's ciirrent criteria which are available at 
'www. fitcIiratings,con1' and specifically include the following reports: 
--'Corporate Rating Methodology' (Nov. 24, 2009). 
--'Credit Rating Guidelines for Regulated utility Companies' (JLIIY 3 1,  2007). 
--'U S. Power and Gas Cornparative Operating Risk (COR) Evaluation and Financial Guidelines' 
(Aug.22, 2007) 

Contact: Robert Hornick + I  -2 12-908-0.523 or Jill Schmidt +1-2 12-908-0644, New York. 

Media Relations: Cindy Stoller, New York, Tel: +-I 212 908 0526, Eniail: 
cindy.stoller@,fitchratings.com. 

Additional infoimation is available at 'www.fitc1iratings.com'. 

ALL FITCH CREDIT RATINGS ARE SlJBJECT TO CERTAIN 1,IMITATIONS AND 
DISCLAIMERS PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY 
FOLLOWING THIS L,1 NK : 
HTTP.//FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, 
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE 
ON THE AGENCY'S PUBLIC WEBSITE 'WWW.FITC1-1RATINGS.COM'. PUBLISIIED 
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAI1,ABLE FROM THIS SITE AT 
AL,L, TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF 
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES 
AND PROCED'IJRES ARE ALSO AVAILARLX FROM THE 'CODE OF CONDIJCT' SECTION 
OF THIS SITE. 
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Credit Rating: BBBt/Stable/NR 

Rationale 
The ratings on vertically-integrated electric and natural gas distribution utility Louisville Gas & Electric Co. 
(LG&E) reflect ultimate parent PPL Corporation's consolidated credit profile. It incorporates the regulated cash 
flows of LG&E and vertically integrated utility I<entuclcy IJtilities Co. (KIJ), along with those from PPL Electric 
IJtilities Corp. (PPLEIJ) and Western Power Distribution Holdings Ltd. (WPD). In conjunction with these regulated 
cash flows is the higher business risk of unregulated generation owned through PPL Energy Supply LLC (PPL 
Energy). After incorporating these various affiliates, we consider PPL's business risk profile to be strong. Allentown, 
Pa.-based PI'L has about $9 billion of outstanding debt excliiding $1.5 billion at  PPLETJ and that of WPD, all as of 
Sept. 30,2010. 

We view LG&E's consolidated business risk profile as excellent (we categorize business risk profiles as excellent to 
vulnerable) and its financial profile as significant (financial profiles are ranked from minimal to highly leveraged). 
Supporting the business risk profile are the strengths of serving electric and natural gas customers in the Lo~iisville 
area. The strength of the utility includes relatively predictable utility operations with steady cash flows, constructive 
cost recovery, and relatively low rates derived from low-cost coal-fired generation. Although generation is mostly 
coal-fired, the plants meet current environmental requirements and have a significant amount of capital spending 
through 2014 that should be recoverable through rates. 

PPL's strong business risk profile reflects excellent business risk profiles for the vertically integrated utilities KTJ and 
LG&E, and electric T&D utility PPLEU and WPD's electric distribution utilities. PPL Energy's business risk profile 
is considered satisfactory, reflecting the merchant status of the generation portfolio. PPLEU is a low-risk regulated 
electric T&D utility that serves about 1.4 million customers in central and eastern Pennsylvania. Residential and 
commercial customers comprisc about 80% of the utility's sales. PPLEU's credit profile benefits from an automatic 
adjustment mechanism for recovery of future transmission-related costs and a rate rider that provides for the pass 
through of power costs to ratepayers outside a base rate proceeding. The future of competitive power markets in 
Pennsylvania continues to temper the utility's business profile. WPD is a IJnited Kingdom-based holding company 
that serves 2.6 million customers through electric distribution subsidiaries Western Power Distribution (South West) 
PLC and Western Power Distribution (South Wales) I'LC. 

As LG&E's financial risk profile reflects that of PPL's consolidated profile, it is considered significant. This reflects 
financial measures that, after adjustments, are sufficient for the rating. Projected funds from operation (FFO) to debt 
in the 22%-23% range and debt to total capital of about .52% would support ratings at  the higher end of the 'BBB' 
category. Projected debt to EBITDA around 4x would further support the rating. Projected free operating cash flow 
is expected to be positive, but with net cash flow (FFO less dividends) projected to be less than capital spending 
levels, external financing would be necessary. FFO interest coverage is projected to exceed 5x. 
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Short-term credit factors 
LG&E's liquidity position reflects that of PPL, which we consider strong under Standard & Poor's corporate 
liquidity methodology, which categorizes liquidity in five standard descriptors. Liquidity supports PPL's 'BBB+' 
issuer credit rating. Projected sources of liquidity, mainly operating cash flow and available bank lines, exceed 
projected uses, mainly necessary capital expenditures, debt maturities, and common dividends, by more than 1 .Sx. 
Sources over uses would be positive even after a S O %  EBITDA decline. Further supporting our description of 
liquidity as 'strong' is PPL's ability to absorb high-impact, low-probability events with limited need for refinancing, 
its flexibility to lower capital spending, its sound bank relationships, its solid standing in credit markets, and 
generally prudent risk management. Debt maturities a t  PPL's funding entity PI'L Capital Funding and PPL Energy 
should be manageable during the next few years, with a $.SO0 million maturity at PPL Energy in 201 1 and about 
$735 million in 2013. For PPLEU, the only significant maturity through 2014 is a $400 million issuance due in 
2013. 

Recovery analysis 
We assign recovery ratings to First Mortgage Bonds (FMBs) issued by investment-grade lJ.S. utilities, which can 
result in issue ratings being notched above a utility's corporate credit rating (CCR) depending on the CCR category 
and the extent of the collateral coverage. The investment grade FMB recovery methodology is based on the ample 
historical record of nearly 100% recovery for secured bondholders in utility bankruptcies and our view that the 
factors that supported those recoveries (limited size of the creditor class and the durable value of utility rate-based 
assets during and after a reorganization given the essential service provided and the high replacement cost) will 
persist in the future. IJnder our notching criteria, we consider the limitations of FMB issuance under the utility's 
indenture relative to the value of the collateral pledged to bondholders, management's stated intentions on future 
FMB issuance, as well as the regulatory limitations on bond issuance when assigning issue ratings to utility FMBs. 
FMB ratings can exceed a utility's CCR by up to one notch in the 'A' category, two notches in the 'BBB' category, 
and three notches in speculative-grade categories. 

LG&E's FMBs benefit from a first-priority lien on substantially all of the utility's real property owned or 
subsequently acquired. Collateral coverage of about 1.Sx times supports a recovery rating of 1+ and an issue rating 
two notches above the CCR. 

Outlook 
The stable outlool< on PPL and LG&E reflect our expectation that management will maintain a strong business 
profile by focusing on its regulated utilities and not increasing unregulated operations beyond current levels. The 
outlook also reflects expectations that cash flow protection and debt leverage measures will be in line for the rating. 
Specifically, our baseline forecast includes FFO to total debt of about 23%, debt to EBITDA under 4x, arid debt 
leverage to total capital of about S2%, consistent with our expectations for the 'BBB+' rating. Given the company's 
mostly regulated focus, we expect that PPL will avoid any meaningful rise in business risk by reaching constructive 
regulatory outcomes and not expanding its unregulated operations. We could lower the ratings if unregulated cash 
flow expectations lag due to weaker demand for power in the PJM market, or forecasted financial measures are not 
sustainable a t  expected levels. Although unlikely over the intermediate term, we could raise ratings if the business 
risk profile is considered 'excellent' and financial measures exceed our base line forecast on a consistent basis, 
including FFO to total debt in excess of 2.3%, debt to EBITDA below 4x, and debt to total capital around .SO%. 
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elated Criteria And 
0 2008 Corporate Criteria: Analytical Methodology, published April 1.5, 2008. 

Criteria Methodology: Business RiskEinancial Risk Matrix Expanded, published May 27,2009. 
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Credit Rating: BBBt/Stable/NR 

Rat io rial e 
The ratings on Louisville Gas & Electric Co. (LG&E) are based primarily on parent E.ON 1J.S. LLC's consolidated 
credit profile. The ratings on E.ON U.S. reflect the credit profile of its two operating utilities in I<entucky--Louisville 
Gas &. Electric Co. (BBB+/Stable/--) and Kentucky IJtilities Co. (KIJ, BBB+/Stable/A-2)--and the company's focus on 
operating the fully integrated utilities. Implicit support from ultimate parent Germany-based integrated power and 
gas utility E.ON AG (A/Stable/A-1) is factored into the ratings analysis. 

E.ON IJ.S.'s consolidated business risk profile is viewed as 'excellent' (business risk profiles are categorized as 
'excellent' to 'vulnerable') and its financial profile is considered to be aggressive (financial profiles are ranked from 
'minimal' to 'highly leveraged'). The company's business risk profile is supported by relatively low-risk, regulated 
vertically integrated electric and natural gas distribution operations, a stable and credit supportive regulatory 
environment in Kentucky, efficient generation facilities that allow for competitive rates, consistently high customer 
satisfaction ranlcings, and effective cost containment. The company's electric operations benefit from a fuel and 
purchased power (energy only) adjustment clause, an environmental cost recovery surcharge and other timely cost 
recovery mechanisms, while its smaller gas operations benefit from a gas supply clause. Construction outlays focus 
on the company's 7.5% ownership share in the 7.50 M W  Trimble County Unit 2 coal-fired facility, slated for 
completion later this year, ongoing environmental requirements and other project betterments. 

On July 16,2009, termination of the power plant lease arrangement between E.ON U.S.'s subsidiary Western 
Kentucky Energy Corp. and Big Rivers Electric Corp. was completed. While unwinding of the contract required a 
Iarge one-time cash payment of $.57.5 million and other concessions, it significantly reduces E.ON U.S.'s dependence 
on riskier unregulated activities, and enhances the Company's business risk profile within the "excellent category. " 

Currently pending before the I<entucky Public Service Commission (KPSC) are rate applications for a $94.6 million 
(12.1%) electric rate hike and a $22.6 million (7.7%) natural gas rate increase for LG&E and a $1.35 million 
(1 1 5 % )  electric rate hike for KIJ. The rate requests are predicated upon an 11.50% return on equity. Commission 
orders are expected this summer. Higher rates are needed to recover the utilities' investment in Trimble County, 
damage costs related to severe storms and higher costs. The fact that the state regulators will be reviewing rate hike 
requests at a time of unusual economic weakness is a credit concern. Therefore, the company's ability to manage 
regulatory risk will be critical to credit quality. 

E.ON U.S.'s consolidated financial metrics have declined somewhat owing primarily to its heavy construction 
program. However, with well controlled operating and maintenance expenses, continued efficient operations, 
responsive regulatory treatment and credit supportive actions by management, bondholder protection parameters 
should strengthen to levels more commensurate with the current rating level. 
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Liquidity 
Standard &: Poor's expects consolidated capital spending at  E.ON 1J.S. to exceed cash flow from operations 
primarily because of significant environmental expenditures and outlays to complete the Trimble County lJnit 2 
station. The steady internal cash flow generated by KlJ's and LG&E's regulated operations will not be enough to 
meet these obligations, thus creating a reliance on outside capital. Such funding is cxpected to be concentrated at  
parent E.ON AG, which will also provide support in the case of short-term liquidity needs. (A cross-default clause in 
E.ON's credit facility protects E.ON 1I.S. as long as it is a "material subsidiary".) An LON-related entity provides a 
credit facility to E.ON 11.S. to ensure funding availability for its money pool. 

0utl00lz 
The stable outlook on LG&E mirrors that of parent E.ON U.S. and is based on continued support from ultimate 
parent E.ON AG and a corporate strategy that maintains a primarily low-risk, utility-based business risk profile. 
The ratings and outlook on E.ON U.S. and its subsidiaries are loosely linked to those on E.ON AG. However, the 
significance of E.ON's 1J.S. operations to its group strategy remains a factor in the ratings on E.ON U.S. Any change 
in the parent's attitude toward its 1J.S. holdings or in Standard & Poor's perception of the parent's support could 
lead to a rating change. Ratings stability on E.ON AG reflects our expectation that it will maintain a financial 
profile commensurate with the ratings, especially consolidated FFO coverage of debt on an adjusted basis of more 
than 20%. Given the deterioration in E.ON AG's financial profile and its substantial investment program, there is 
no upside ratings potential. The ratings could be lowered if E.ON AG were not to maintain credit rnetrics 
commensiirate with the ratings. This could, in particular, occur if the group were not to deliver on its disposal 
program. 
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Credit Rating: BBB/Watch Neg/A-3 

Rationale 
The ratings on vertically-integrated electric utility Louisville Gas & Electric Co. (LG&E) reflect the credit quality of 
ultimate parent PPL Corp., which, along with its affiliates LG&E, Kentucky IJtilities Co. (KIJ), LG&E and KIJ 
Energy LLC (LKE), PPL Electric lJtilities Corp. (PPLElJ), PPL Energy Supply LLC (PPL Energy), Western Power 
Distribution (South West) PLC, and Western Power Distribution (South Wales) PLC, are on Creditwatch with 
negative implications. Affiliate Western Power Distribution Holdings Ltd. is on Creditwatch with developing 
implications. The Creditwatch listings followed PPL's planned acquisition of E.ON TJK's Central Networks West 
PLC ( C N W )  and Central Networks East PLC (CNE), two distribution networks in the 1J.K. The Creditwatch listing 
directly relates to the execution of the financing plan for the acquisition, which includes a commitment by the 
company for a substantial issuance of equity. Resolution of the Creditwatch will depend on the company's ability to 
complete its financing activities consistent with our expectations for the 'BBB' ratings. 

Allentown, Pa.-based PPL has about $1  3.4 billion of debt, including $1.63 billion of junior subordinated notes. 

PPL's purchase price of the Central Networks utilities includes the assumption of $800 million of public debt and 
cash of $5.6 billion (excluding related transaction expenses and fees) that it will initially fund through a bridge loan 
and ultimately through a combination of cash, common equity issuance at PPL, unsecured debt at CNW and CNE, 
and unsecured debt at an intermediate holding company (generically 1JK Holdings) that will own CNW and CNE. 
In addition, PPL will issue equity units at PPL Capital Funding, which will likely receive high equity credit under our 
rating criteria. This acquisition will raise PPL's regulated cash flows to about 75% from the current 60%. Before 
PPL bought the Kentucky utilities, its regulated cash flows were less than 30%. The ratings change reflects our 
revisions, in accordance with our criteria, of PPL's business risk profile to excellent from strong (we categorize 
business risk profiles as excellent to vulnerable) and the company's financial risk profile to aggressive from 
significant (we rank financial profiles from minimal to highly leveraged). 

The excellent business profile reflects the addition of fully regulated distribution utilities that have credit-supportive 
U.K. regulation and no commodity exposure, since power for retail customers is procured by nonaffiliated retail 
suppliers. The Central Networks utilities are contiguous to PPL's existing U.K. utilities. After the acquisition of CNE 
and CNW, we expect 1J.K. operations to be about 30% of PPL's consolidated cash flow. With this transaction, we 
are viewing all of PPL's utility assets as part of a consolidated entity, whereas previously we considered only the 
quality of the utility's dividends to its parent. The stability of CNE and CNW along with existing utility assets in the 
lJ.K., Kentucky, and Pennsylvania, which we assess as excellent, will more than offset the satisfactory business risk 
profile of PPL Energy's merchant generation, resulting in a consolidated business profile of excellent. We expect the 
merchant generation business to contribute less than 25% of pro forma consolidated cash flows. 

LG&E's consolidated business risk profile< which weconsider excellent, reflects the strengths of serving electric and 
natural gas customers in the Louisville area. The utility's strengths include relatively predictable utility operations 
with steady cash flows, constructive cost recovery, and relatively low rates stemming from low-cost coal-fired 
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generation. Although generation is mostly coal-fired, the plants meet current environmental requirements and have a 
significant amount of capital spending through 2014 that they should be able to recover through rates. 

As LG&E's financial risk profile reflects that of PPL's consolidated profile, we consider it as aggressive. Our revision 
of the financial risk profile to aggressive reflects in part the company's financial policies toward acquisitions, 
including funding with aggressive levels of hybrid securities. Furtheimore, due to the company's strategy of focusing 
on fully regulated operations and also expanding its 1J.K presence, we are incorporating consolidated financial 
measures for PPL in our analysis. When reviewing the financial metria, we are now including all cash flows and 
debt obligations from the U.K. utilities and PPLEIJ in PPL's financial measures. We expect consolidated financial 
measures, including ratios of debt to EBITDA, funds from operations (FFO) to total debt, and debt to capital, to 
range in the aggressive category of our financial risk profile. Debt to EBITDA should range between 4x and Sx, 
while we expect the percentage of FFO to debt to be in the mid-teens. These measures will support ratings at the 
'BBB' level when the company successfully completes the permanent financing. 

Short-term credit factors 
LG&E's short-term rating is A-3. The iitility's liquidity position reflects that of PPL. We consider PPL's liquidity 
strong under Standard & Poor's corporate liquidity methodology, which categorizes liquidity in five standard 
descriptors. Liquidity supports PPL's 'BBB+' issiier credit rating. Projected soiirces of liquidity, mainly operating 
cash flow and available bank lines, exceed projected uses, mainly necessary capital expenditures, debt maturities, 
and common dividends, by more than 1. Sx. Sources over uses would be positive even after a 50% EBITDA decline. 
Further supporting our description of liquidity as strong is PPL's ability to absorb high-impact, low-probability 
events with limited need for refinancing, its flexibility to lower capital spending, its sound bank relationships, its 
solid standing in credit markets, and generally prudent risk management. 

Recovery analysis 
We assign recovery ratings to First Mortgage Bonds (FMBs) issued by investment-grade 1J.S. utilities, which can 
result in issue ratings being notched above a utility's corporate credit rating (CCR) depending on the CCR category 
and the extent of the collateral coverage. The investmentgrade FMB recovery methodology is based on the ample 
historical record of nearly 100% recovery for secured bondholders in utility bankruptcies and our view that the 
factors that supported those recoveries (limited size of the creditor class and the durable value of utility rate-based 
assets during and after a reorganization given the essential service provided and the high replacement cost) will 
persist in the future. Under our notching criteria, we consider the limitations of FMB issuance under the utility's 
indenture relative to the value of the collateral pledged to bondholders, management's stated intentions on future 
FMB issuance, as well as the regulatory limitations on bond issuance when assigning issue ratings to utility FMBs. 
FMB ratings can exceed a utility's CCR by up to one notch in the 'A' category, two notches in the 'BBB' category, 
and three notches in speculative-grade categories. 

LG&E's FMBs benefit from a first-priority lien on substantially all of the utility's real property owned or 
subsequently acquired. Collateral coverage of about 1.,Sx supports a recovery rating of 1+ and an issue rating two 
notches above the CCR. 

Creditwatch 
The Creditwatch listing will remain until the company demonstrates progress on the permanent financing plan in 
line with our expectations. The acquisition requires large permanent financing that has attendant execution risks, 
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and we will monitor PPL's ability to finalize this permanent financing. We could remove the Creditwatch listing and 
assign a stable outlook if financing is consistent with our expectation. We could lower the ratings if PPL can't fully 
execute its permanent financing plan in a credit-supportive manner consistent with our expectations for 'BBB' 
ratings. 

Related Criteria And Research 
0 2008 Corporate Criteria: Analytical Methodology 
e Criteria Methodology: Business RisIdFinancial Risk Matrix Expanded 
0 2008 Corporate Criteria: Ratios And Adjustments 
e Methodology And Assumptions: Standard & Poor's Standardizes Liquidity Descriptors For Global Corporate 

Issuers 
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Credit Rating: BBBt/Stable/NR 

Rationale 
The ratings on Louisville Gas & Electric Co. (LG&E) are based primarily on parent E.ON U.S. LLC's credit profile. 
The ratings on E.ON U.S. are based primarily on the credit profile of its two operating utilities in Kentucky--LG&E 
and Kentucky IJtilities Co. (BBB+/Stable/A-2)--and the company's focus on operating the fully integrated utilities. 
Current ratings are linked to ultimate parent E.ON AG (A/Stable/A-1). 

On April 28,2010, PPL Corp. announced its plan to acquire E.ON U.S. for $7.62.5 billion in cash. The transaction 
includes the assumption of $.574 million of tax-exempt debt at LGE and $351 million of tax-exempt debt at KIJ. 
The acquisition requires approvals by state regulators in Icentucky, Virginia and Tennessee, and by the FERC. The 
transaction is expected to close by the end of 2010. 

The inclusion of LG&E and ICIJ into PPL will rebalance PPL's portfolio toward a greater regulated mix. With 
regulated operations contributing 60%-65% of the overall cash flow post acquisition compared with about .30% in 
2009, the "excellent" business risk profile of the utility businesses will more than offset the "satisfactory" business 
risk profile of the generation business. This will result in a pro forma "strong" consolidated business risk profile. 
We expect consolidated debt to EBITDA and total debt to total capital ratios to range in the "significant" financial 
risk profile category. Projected FFO to total debt of 23.5%-25% will likely support ratings at  the higher end of the 
'BBB' rating category on successful completion of the acquisition. 

The acquisition requires large permanent financing that has attendant execution risks. If the transaction with PPL is 
not ultimately consummated, we will affirm the 'BBB+' ratings on E.ON U.S., LG&E, and IW.  

We view E.ON U.S.'s consolidated business risk profile as 'excellent' (we categorize business risk profiles as 
'excellent' to 'vulnerable') and its financial profile as 'aggressive' (financial profiles are ranked from 'minimal' to 
'highly leveraged'). The company's business risk profile is supported by relatively low-risk, regulated vertically 
integrated electric and natural gas distribution operations, a stable and credit supportive regulatory environment in 
ICentucky, efficient generation facilities that allow for competitive rates, consistently high customer satisfaction 
rankings, and effective cost containment. The company's electric operations benefit from a fuel and purchased 
power (energy only) adjustment clause, an environmental cost recovery surcharge, and other timely cost recovery 
mechanisms, while its smaller gas operations benefit from a gas supply clause. These strengths are tempered by the 
lack of fuel diversity (nearly all coal-fired), a relatively heavy construction program, and rate relief needs during a 
period of unusual economic weakness. Construction outlays focus on the company's 7S% ownership share in the 
750 MW Trimble County IJnit 2 coal-fired facility that's slated for completion later this year, ongoing 
environmental requirements, and other project betterments. 

On July 16, 2009, the power plant lease arrangement between E.ON U.S.'s subsidiary Western Ikntucky Energy 
Corp. and Big Rivers Electric Corp. was terminated. While unwinding of the contract required a large one-time cash 
payment of $575 million and other concessions, it significantly reduces E.ON IJ.S.'s dependence on riskier 
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unregulated activities, and enhances the company's business risk profile within the "excellent" category. 

Currently pending before the I<entucky Public Service Commission are rate applications for a $94.6 million (12.1 %) 
electric rate hike and a $22.6 million (7.7%) natural gas rate increase for LG&E and a $13.5 million (1l.SW) 
electric rate hike for KIJ. The rate requests are predicated upon an 11.5% return on equity. Commission orders are 
expected this summer. Higher rates are needed to recover the utilities' investment in Trimble County IJnit 2, damage 
costs related to severe storms, and higher costs. The fact that the state regulators will be reviewing somewhat large 
rate hike requests in a weakened economy is a credit concern. Therefore, the company's ability to manage regulatory 
risk will be critical to credit quality. 

E.ON U.S.'s consolidated financial metrics have declined somewhat, owing primarily to its heavy construction 
program. However, with well controlled operating and maintenance expenses, continued efficient operations, 
responsive regulatory treatment, and credit supportive actions by management, bondholder protection parameters 
should strengthen to levels more commensurate with the current rating level. 

Short-term credit factors 
Standard & Poor's expects E.ON IJ.S.'s capital spending to exceed cash flow from operations primarily because of 
significant environmental expenditures and outlays to complete the Trimble County IJnit 2 station. The steady 
internal cash flow generated by I W s  and LG&E's regulated operations will not be enough to meet these obligations, 
thus creating a reliance on outside capital. Such funding is expected to be concentrated at Germany-based parent 
E.ON AG, which will also provide support in the case of short-term liquidity needs. (An E.ON AG-related entity 
provides a credit facility to E.ON 1J.S. to ensure funding availability for its money pool. 

Outlook 
The stable outlook on LG&E mirrors that of parent E.ON U.S. is based on corporate strategy that maintains a 
primarily low-risk, utility-based business risk profile. Standard & Poor's could lower the ratings absent future 
sufficient rate relief, if construction expenditures materially increase resulting in higher-than-expected reliance on 
debt, and if cash flow metrics erode. In light of a prospectively heavy capital program and subpar financial metrics, 
higher ratings are not envisioned in the foreseeable future. 

Related Criteria Arid Research 
C+ "2008 Corporate Criteria: Analytical Methodology," April l.S, 2008. 
C+ "Criteria Methodology: Business Risk/Financial Risk Matrix Expanded," May 27, 2009. 
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ationale 
The ratings on Louisville Gas & Electric Co. (LG&E) are based primarily on parent E.ON lJ.S. LLC's credit profile. 
We base the ratings on E.ON U.S. primarily on the credit profile of its two operating utilities in Kentucky--LG&E 
and ICentucky Utilities Co. (ICIJ; BBB+/Stable/A-2)--and the company's focus on operating the fully integrated 
utilities. Current ratings are linked to ultimate parent E.ON AG (A/Stable/A-1). 

On April 28,2010, PPL Corp. announced its plan to acquire E.ON 1J.S. for $7.62.5 billion in cash. The transaction 
includes the assumption of $574 million of tax-exempt debt at LGE and $3.51 million of tax-exempt debt at ICU. 
The acquisition requires approvals by state regulators in ICentuclcy, Virginia and Tennessee, and by the Federal 
Energy Regulatory Commission. We expect the transaction to close by the end of 2010. 

The inclusion of LG&E and ICTJ into PPL will rebalance PPL's portfolio toward a greater regulated mix. With 
regulated operations contributing 60% to 65% of the overall cash flow post acquisition compared with about 30% 
in 2009, the 'excellent' business risk profile of the utility businesses will more than offset the 'satisfactory' business 
risk profile of the generation business. This will result in a pro forma 'strong' consolidated business risk profile. We 
expect consolidated debt to EBITDA and total debt to total capital ratios to range in the "significant" financial risk 
profile category. Projected funds from operations to total debt of 23..5%-25% will liltely support ratings at the 
higher end of the 'BBB' rating category on successful completion of the acquisition. 

The acquisition requires large permanent financing that has attendant execution risks. If the transaction with PPL 
does not ultimately go through, we will affirm the 'BBB+' ratings on E.ON IJ.S., LG&E, and KU. 

We view E.ON 1J.s. '~ consolidated business risk profile as 'excellent' (we categorize business risk profiles as 
'excellent' to 'vulnerable') and its financial profile as 'aggressive' (financial profiles are ranked from 'minimal' to 
'highly leveraged'). The company's business risk profile gets support from relatively low-risk, regulated vertically 
integrated electric and natural gas distribution operations, a regulatory environment in ICentucky that we view as 
"credit supportive," efficient generating facilities that allow for competitive rates, consistently high customer 
satisfaction rankings, and effective cost containment. The company's electric operations benefit from a fuel and 
purchased power (energy only) adjustment clause, an environmental cost recovery surcharge, and other timely cost 
recovery mechanisms, while its smaller gas operations benefit from a gas supply clause. These strengths are tempered 
by the lack of fuel diversity (nearly all coal-fired), a relatively heavy construction program, and continuing rate relief 
needs during a period of unusual economic weakness. Construction outlays focus on the company's 7.5% ownership 
share in the 7.50 M W  Trimble County IJnit 2 coal-fired facility that's slated for completion later this year, ongoing 
environmental requirements, and other project betterments. 

On  J d y  16, 2009, the power plant lease arrangement between E.ON 1J.s. '~ subsidiary Western ICentucky Energy 
Corp. and Big Rivers Electric Corp. was terminated. While unwinding of the contract required a large one-time cash 
payment of $575 million and other concessions, it significantly reduces E.ON IJ.S.'s dependence on risltier 
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unregulated activities, and enhances the company's business risk profile within the 'excellent' category. 

On  July .30, 2010, the Kentucky Public Service Commission approved a settlement agreement that provides for an 
aggregate $189 million rate increase, or roughly 7.5% of the amount sought for the two 1J.S. utility subsidiaries. The 
commission approved a $74 million electric and $17  inillion gas rate hike for LG&E and a $98 million electric rate 
increase for KU, with rates effective Aug. 1,2010. Full realization of the recent rate relief will help to strengthen key 
financial measures. Although a large portion of E.ON 1J.s.'~ construction program is nearing completion, significant 
capital outlays remain for environmental controls, which will require continued rate relief to recover costs in a 
weakened economy. Therefore, the company's ability to manage regulatory risk will be critical to credit quality. 

E.ON 1J.s. '~ consolidated financial metrics have declined somewhat, owing primarily to its heavy construction 
program. However, with well-controlled operating and maintenance expenses, continued efficient operations, 
recently approved higher rates, continued responsive regulatory treatment, and credit-supportive actions by 
management, bondholder protection parameters should strengthen to levels more commensurate with the current 
rating level. 

Liquidity 
E.ON 1J.S., LG&E, and K1J have adequate liquidity under Standard & Poor's corporate liquidity methodology, 
which categorizes liquidity in five standard descriptors. Projected soiirces of liquidity, a credit facility with an 
affiliated company, an intercompany money pool agreement that is available to LG&E and KIJ, operating cash flow, 
and available bank lines, exceed projected uses, capital expenditures, debt maturities, and dividends, by more than 
1.2 times. The ability to absorb high-impact, low-probability events with limited need for refinancing, its flexibility 
to lower capital spending, sound bank relationships, a solid standing in credit markets, generally prudent risk 
management, and a significantly larger ultimate parent further support our description of liquidity as adequate. 
Funding is expected to be available from Germany-based parent E.ON AG, which will also provide support in the 
case of short-term liquidity needs. A cross-default clause in E.ON AG's credit facility protects E.ON U.S. as long as 
it is a "material subsidiary." An E.ON AG-related entity provides a credit facility to E.ON 1J.S. to ensure funding 
availability for its money pool. 

Outlook 
The stable outlook on LG&E mirrors that of E.ON U.S. and is based on corporate strategy that maintains a 
primarily low-risk, utility-based business risk profile. Standard & Poor's could lower the ratings absent future 
sufficient rate relief, if construction expenditures materially increase resulting in higher-than-expected reliance on 
debt, and if cash flow metrics erode. In light of a prospectively heavy capital program and subpar financial metrics, 
higher ratings are not envisioned in the foreseeable future. 

Related Criteria And Research 
* 2008 Corporate Criteria: Analytical Methodology, published April 1.5, 2008. 
* Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009. 
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One State Street PIzza 
I k u r  York, NY 10004 v,nri.fitchratings.com 

T 212 908 0500 1800 75 FlTCH 

Mr. James E. Abel 
Vice President, Finance and Treasurer 
PPL Corp. 
Two North Ninth Street 
Allentowvii, PA 18101-1179 

March 17,20 1 1 

MAR’ 2.2 2011 

Dear Mr. Abel, 

Re: County of Jefferson, Kentucky Pollutioii Control Revenue Bonds, 2001 Series A (Louisville 
Gas and Electric Coinpany project) 
Couiity of Jcfferson, Kentucky Pollutio~i Control Revenue Bonds, 2001 Series B (Louisville 
Gas and Electric Coinpaiiy project 
County of Jefferson, Kentucky Environmental Pacilities Revenue Bonds, 2001 Series A 
(Louisville Gas and Electric Company project) 
County of Trimble, Keiitucky Pollutioii Control Revenue Boiids, 2001 Series A (Louisville 
Gas and EIectric Corupany project) 
County of Trimble, Kentucky Pollutlon Control Revenue Bonds, 2001 Series B (Lotiisville 
Gas and Electric Cornpaiiy project) 
County of Trinible, Kentucky Pollution Control Revenue Bonds, 2000 Series A (Louisville 
Gas aiid Electric Company project) 
County of Trlmble, I<entucky Pollution Controf Revenue Bonds, 2002 Series A (Louisville 
Gas and Electric Conipany project) 
Couiity of Carroll, ICentuclry Pollution Control Revenue Bonds, 2002 Series A (Kentnclry 
Utilities Company project) 
County of Carroll, I<entucky Pollution Control Reveiiue Bonds, 2002 Series B (Kentucky 
IJtilities Company project) 
County of Carroll, Kcntuclcy Pollution Control Revenue Bonds, 2002 Series C (Kentucky 
Utilities Coinpany project) 
County of Mulilenberg, Kentucky Pollution Control Revenue Bonds, 2002 Series A 
(Kentucky Utilities Company proj ect) 
County of Mercer, Kentucky Pollution Control Revenue Bonds, 2002 Series A (Kentuclcy 
Utilities Company project) 

Fitch (“Fitch”) (see definition below) assigns an ‘A+/F2’ rating to the above referenced issues. The 
Rating Outlook is Stable. 

The primary applicable criteria with respect to this rating is entitled: 

-- ‘US. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines’ 
Aug. 22, 2007 

All applicable criteria can be found at \~’ww.fitcb~atinps.conl. 

http://v,nri.fitchratings.com


In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers and 
underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable 
investigation of the fachial information relied upon by it in accordance with its ratings methodology, and 
obtains reasonable verification of that infomiation from independent sources, to the extent such sources 
are available for a given security or in a given jurisdiction. 

The manner of Fitch's factual investigation and the scope of the third-party verification it  obtains will 
vary depending on the nahire of the rated security and its issuer, the requirements and practices in the 
jurisdiction in which tlie rated security is offered and sold and/or the issuer is located, the availability and 
nature of relevant public information, access to the irianagenient of the issuer and its advisers, the 
availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, 
appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third 
parties, the availability of independent and conipetent tliirdparty verification sources with respect to the 
particular security or in the pa~-ticular jurisdiction of the issuer, and a variety of other factors. 

Users of Fitch's ratings should understand that neither an enhanced factual investigation nor any third- 
party verification can ensure tliat all of the inforniation Fitch relies on in connection with a rating will be 
accurate and complete. IJltirnately, the issuer and its advisers are responsible for the accuracy of the 
infoiniation they provide to Fitch and to the market in offering docun~ents aiid other iepoi-ts. In issuing its 
ratings Fitcli must rely on the work of experts, iiicluding independent auditors with respect to financial 
statements and attorneys with respect to legal and tax matters. Further, ratings are inherently forward- 
looking and embody assumptions and predictions about future events that by their nature cannot be 
verified as facts. As a result, despite any verification of current facts, ratings can be affected by future 
events or conditions that were not anticipated at tlie time a rating was issued or affiirned. 

Fitcli seeks to continuously improve its ratings criteria and methodologies, aiid periodically updates the 
descriptions on its website of its criteria and metliodologies for securities of a given type. The criteria and 
methodology used to deteiiiiine a rating action are those in effect at the time the rating action is taken, 
which is the dale of the related rating action commentary. Each rating action commentary provides 
information about the criteria and nietliodology used to anive at the stated rating, which niay differ fiom 
the general criteria and methodology for the applicable security type posted on the website at a giveii 
time, For this reason, you should always consult tlie applicable rating action coinnientary for the most 
accurate inforination on the basis of any given rating. 

This rating is based on established criteria and methodologies that Fitchi is continuously evaluating and 
updating, Therefore, ratings are the collective work product of Fitch aiid no individual, or group of 
individuals, is solely responsible for a rating. All Fitch reports have shared authorship. Individuals 
identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. 
The individuals are mined for cantact purposes only. 

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, 
sell, make or hold any investment, loan or security or to undertake any investment strategy with respect to 
any investment, loan 01' security or any issuer. Ratings do not conment on the adequacy of market pice,  
the suitability of any investment, loan or security for a particular investor (including without limitation, 



any accounting andor regulataiy treatment), or the tax-exempt nature or taxability of payments made in 
respect of any investment, loan or security. Fitch is not your advisor, nor is Fitch providing to you or any 
other party any financial advice, or any legal, auditing, accounting, appraisal, valuation or actuarial 
services. A rating should not be viewed as a replacernetit for such advice or services. 

The assignment of a rating by Fitch does not constitute coiisent by Fitch to the usc of its name as an 
expert in connection with any registration statement or other filings under TJS, ‘ZJK or any other relevant 
securities laws. 

It is important that you promptly provide us with all information that may be material to the ratings so 
that our ratings continue to be appropriate. Ratings may be raised, lowered, withdrawv~i, or placed on 
Rating Watch due to changes in, additions to, accuracy of or the inadequacy of information or for any 
othei. reason Fitch deems sufficient. 

Nothing in this letter is intended to or should bc construed as creating a fiduciary relationship between 
Fitch and you or between Fitch and any user of the ratings. Nothing in this letter shall limit our right to 
publish, disseminate or license others to publish or otheiivise to disseminate the ratings or the rationale 
for the ratings. 

In this letter, “Fitcli” means Fitch, Inc, and Fitch Ratings Ltd and any subsidiary of either of thein 
together with any successor in interest to any such person. 

We are pleased to have liad the oppoitunity to be of service to you. If I can be of further assistance, 
please contact me at 212 908-0532. 

Si merely, 

Fitcli 
Robert Hornick 
Senior Director 

cc: Daniel K. &bough 
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Announcement: Moody's affirmis PPL's ratings following acqusition announcement; outlook 
stable 

Global Credit Research - 02 Mar 2011 

Approximately $ 16.0 Billion of Debt Securities and Credit Facilities Affected. 

New York, &rch 02, 2011 -- Moody's Investors Service affirmed the ratings of PPLCorporation (PPL Baa3 lssuer Rating) and its subsidiaries 
following yesterday's announcement that it had reached a definitive agreement to acquire the Central Networks electric distribution blJSineSS 
from E ON UK plc for 4 0 billton pounds Sterling ($6 4 billion), which includes the assumption of 500 million pounds ($800 million) of existing 
public debt The rating outlook for PPL and its subsidiaries is stable 

"The rating affirmation recognizes that the planned acquisition of Central Networks further de-risks PPL's overall business platform as more 
than 70% of consolidated results will be provided by predictable, rate regulated businesses from lhree different jurisdictions, making the 
company's earnings, cash flow, and dividends less reliant on the company's commodity business", said AJ. Sabatelle, Senior Vice President of 
Moody's 

The rating action considers the pro-.forma consolidated credit profile of PPL, and factors in the increasing proportion of regulated activities, the 
geographic diversity across these businesses, and the declining exposure to the commodities business as a source of cash flow and earnings 
To that end, the rating affirmation acknowledges that the combination of the Central Networks transaction coupled with last year's acquisition of 
LG&E and KU Energy LLC (LKE: BaaZ Senior Unsecured Debt) and its subsidiaries have transitioned the company from a smaller, more 
regional commodity sensitive concern to a larger, more geographically diverse company with a more sustainable buslness model 

The rating affirmation considers the relatively conservative manner in which PPL intends to permanently finance the acquisition, Including the 
issuance of $1 7 -- $1 9 billion of PPL common stock and $750 -- $950 million of convertible equity units. whlch helps to maintain balance sheet 
strength. and more strongly positions PPL in its current investment grade rating category We understand that the company intends to 
permanently finance the remainder of the transaction with debt issued at both the Central Networks operating and holding company levels in a 
manner which targets a low Baa rating for the consolidated regulated networks buslness While this degree of leverage in the capital structure 
at Central Networks does slightly weaken PPL's consolidated credit metrics, the degree of dependable cash flow expected to be derived from 
this transaction and from the earlier LKE acquisition makes the organization's overall credit quality more resilient to any potential negative credit 
events within the family 

Moody's also recognizes the track record that PPL has demonstrated in the UK in operating its existing Western Power Distribution (WPD) 
business where WPD ranks In the top tier in several different efficiency and performance standards and where those network's tariffs were 
recently reset for a five-year period However, our rating affirmation balances this expected performance and the opportunities for potential 
synergies against the challenges that we believe management may face in successfully integrating two large acquisitions in a fairly 
compressed timeframe -- the LKE acquisition which closed about four months ago and the Central Networks acquisition which is expected to 
close next month This somewhat guarded view considers the substantially larger size of the Central Networks operations relative to WPD and 
the fact that all UK electric distribution networks have gone through various rounds of cost saving initiatives over the last decade 

With respect to the PPL subsidiaries' ratings, body's views the acquisition as being a credit supportive development for these ratings as no 
incremental debt is being added at any ol the affiliates while the transaction provides another source of reliable earnings, cash now, and 
dividends to the overall enterprise In particular, Moody's believes that PPL Energy Supply. LLC (PPL Supply), the company's unregulated power 
subsidiary, indirectly benefits from the Central Nehvorks and LKE transactions as they should reduce the company's reliance on this 
commodity driven subsidiary for earnings and dividends, enabling this unregulated operation to potentially utilize any free cash flow for future 
debt reduction That being said, PPL Supply remains weakly positioned at its current BaaZ senior unsecured rating and while recently reported 
2010 results were strong, future financial performance is expected to weaken particularly in 2012 due to the various challenges affecting all 
unregulated power companies As such, white the benefits of the Central Networks and LKE acquisitions help mitigate near-term downward 
rating pressure at PPL Supply, negative rating pressure remains at this subsidiary 

Importantly, to the extent that a negative rating action is taken at PPL Supply, the probability of a similar rating actlon occurring at PPL or its 
subsidiaries has been greatly reduced, given the business and risk profile transformation that will occur from the completion of the Central 
Networks and LKE transactions 

The stable outlook for PPL reflects our view that the planned acquisition of Central Networks will be financed in a balanced manner and that 
upon completion, PPL's credit quality will have been fortified through the reduction in overall business risk at the company. While we view the 
Central Networks and LKE acquisitions as transforming events which could form the basis lor positive rating momentum at PPL., prospects for 
the company to be upgraded in the near --term are limited in light of the execution risks in integrating these two large acquisitions at the same 
time coupled with some of the market-based issues currently facing the company's unregulated business However, to the extent that the 
integralion process at both Central Networks and LKE meets the company's expectation and PPL continues to take actions that lower overall 
enterprise nsk and leverage over time, PPL's rating could be upgraded Conversely, the prospects for downward rating action are limited In the 
intermediate term, as Moody's views PPL as being strongly positioned at the current rating category and fairly resilient lo withstand downward 
pressure in the family given the diversified set of rate regulated operations at Ihe company and the reduced exposure to the commodity 
business 

The principal methodology used in rating PPI. was Rating Methodology: Regulated Electric and Gas Utilities, published August 2009 and 
available on www moodys corn in the Rating Mthodologres sub-directory under the Research and Ratings lab Other methodologies and 
factors that may have been considered in the process of rating these issuers can also be found it1 the Rating Methodologies sub-directory on 
Moody's website 

Please see ratings tab or1 the issuer/entiiy page on Moodys corn for the last raiiny action and !he rating history 
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PPL is a diversified energy holding company headquartered inNlentown. Pennsylvania. 

New York 
AJ Sabatelle 
Senior Wce President 
Infrastructure Finance Group 
Mwdy's Investors Service 

SUBSCRIBERS: 212-553-1653 
JOURNALISTS: 2 12-553-0376 

New York 
William L Hess 
MD - Utilities 
Infrastructure Finance Group 
Mody's Investors Service 
JOURNALISTS: 2 12-553-0376 
S UBSCRIB E RS : 2 12-553- 1 653 

Moody's Investors Service 
250 Greenwich Street 
New York, NY 10007 
U S A  
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

kfOODY's 
INVESTORS SERVICE 

0 2011 Moody's Investors Service. Inc and/or its licensors and affiliates (collectively, "MOODYS) All rights reserved 

CREDIT W I N G S  ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS') CURRENT OPINIONS OF THE 
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEET-LIKE 
SECURITIES MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MW NOT MEET ITS 
CONTRPETUAL, FlNANClPL OBlJGATIONS As THEY COME DUE AND ANY ESTIMNED flNANCM LOSS 
IN THE EVENT OF DEFWLT. CREDIT W I N G S  DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
NOT LIMITED TO: LIQUIDITY RISK, MPRKET VN.UE RISK, OR PRICE VOLATILITY. CREDIT WTINGS ARE 
NOT STATEMENTS OF CURRENT OR HISTORIC& FPCT. CREDIT W I N G S  DO NOT CONSTITUTE 
INVESTMENT OR FlNPNClAL ADVICE, AND CREDIT W I N G S  ARE NOT RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE 
SUITABILITY OFPN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS 
WITH 1HE EXPECTATION AND UNDERSTPNDING THAT E X H  INVESTOR WLL MAKE ITS O W  STUDY 
AND EVALUATION OF EPCH SECURITY T H N  IS UNDER CONSIDEWION FOR PURCHASE, HOLDING, OR 
SALE. 

ALL INFORWTION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORWTION W Y  BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FlJRTHER TRANSMTTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
VANNER OR BYANYMANS WHATSOEVER, BYANY PERSON WITHOUT MOODYS PRDR WRITTEN 
CONSENT &I information contained herein is obtained by W3ODYS from sources believed by it to be accurate and 
reliable Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided "AS IS" without warranly of any kind MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating Is of sufficient quality and from sources Moody's considers to be 
reliable, including, when appropriate, independent third-party sources However, MOODYS is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process. Under no 
circumstances shall MOODYS have any liability to any person or entity for (a) any loss or damage in whole or in part 
caused by, resulting from, or relating to, any error (negligent of otherwise) or other circumstance or contingency within 
or outside Ihe control of MOODYS or any of its directors, olficers. employees or agents in connection with the 
procuremenL, collection, compilation, analysis. interpretation, communication, publication or delivery of any such 
informalion. or (b) any direct. indirect, special, consequential. compensatory or incidenlal damages whatsoever 
(including without limitation. lost profits), even if MOODYS is advised in advance of the possibility of such damages, 
resulting from the use of or inability to use, any such information The ratings, financial reporling analysis, projections, 
and other observations, i f  any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or sellrng NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIfvELINESS, COMPLETENESS, MERCkWABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORM4TION IS CNEN OR M E  BY MC)ODYS IN ANY FORM OR 
MANNER WHATSOEVER 



hllS. a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"). hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred slock rated by MIS have. prior Io assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2,500.000 K O  and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes Information regarding certain 
affiliations that may exist between directors of MCO and rated entities. and between enlities who hold ratings from MIS 
and have also publicly reported to the SEC an ownership interest in MCO of more than 5% is posted annually at 
ww.moodvs.com under (he heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy" 

Any publication into Australia of this document IS by MOODYS affiliate. Ivbody's Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no 336969 This document is intended to be provided 
only to "wholesale clients" withiii the meaning of section 761G of the Corporations Act 2001 By continuing to access 
lhis document from within Australia, you represent to MOOOYS that you are, or are accessing the document as a 
representative of, a "wholesale clienl" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Mood)& Japan K K ("MJKK") 
are MJKKs current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like 
securities In such a case, "MIS" in the foregoing statements shall be deemed to be replaced with"MJKK. MJKK is a 
wholly-owned credit raling agency subsidiary of Moodvs Group Japan G K , which is wholly owned by Moody's 
Overseas Holdings Inc , a wholly-owned subsidiary of K O  

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail investors It would be dangerous for retail investors to 
make any investment declsion based on this credit rating If in doubt you should contact your financial or Other 
professional adviser 
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Global Credit Research - 29 Jun 2011 

Allentown, Pennsylvania, United States 

Ratings 

Category 
Outlook 
Issuer Rating 
Western Power Distrib (East Midlands) PIC 
Outlook 
Issuer Rating 
Senior lJnsecured -Dom Curr 
ST issuer Rating 
Western Power Distrib (West Midlands) PIC 
Outlook 
Issuer Rating 
Senior Unsecured -Dom Curr 
PPL Energy Supply, L1.C 
Outlook 
Sr llnsec Bank Credit Facility 
Senior Unsecured 
PPL Capital Funding, Inc. 

v+, Outlook L,/' Bkd Senior IJnsecured 
Bkd Jr Subordinate 

Contacts 

Analyst 
A.J.  Sahatelle/New York 
William L Hess/New York 

Key Indicators 

[I1 
PPL Corporation 

Moody's Rating 
Stable 
Baa3 

Stable 
Baal 
Baal 

P-2 

Stable 
Baa 1 
Baal 

Stable 
Baa2 
Baa2 

Stable 
Baa3 
Ba 1 

(CFO Pre-WIC f Interest) / interest Expense 
(CFO Pre-W/C) I Debt 
(CFO Pre-W/C I Dividends) / Debt 
Debt / Book Capitalization 

Phone 
212 553.4136 
212 553.3837 

LTM(03111) 2010 2009 2008 
4 . 8 ~  5.3~ 4 . 5 ~  3 . 9 ~  
18% 19% 19% 16% 

13% 15% 13% 11% 
55% 56% 55% 59% 

[I] All ratios calculated in accordance with the Global Regulated Electric [Jtilities Rating Methodology 
using Moody's standard adjustments 

Note For definibons of Moody's mosl common ratio teims please see the accompanying Usel's Gu& 
- _  
( j  

Opinion 
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Rating Drivers 

-Recent acquisitions have transformed the company to a more diversified and less risky business model - 
-Business strategy should result in fairly predictable cash flows 

-Large portion of the rate regulated businesses operate under above average regulatory frameworks 

-Well-positioned consolidated credit metrics for rating category expected to be more resilient 

,-Conservative financing approach to recent acquisitions supports rating profile 

-Substantial capital investment program anticipated 

-As a holding company, PPL creditors are impacted by structural subordination 

Corporate Prafile 

PPI- Corporation (PPL. Baa3 Issuer Rating, stable) is a diversified energy holding company headquartered in Allentown, 
PA PPL owns or controls about 19,000 megawatts of generating capacity in the US, sells energy in key U S markets, 
and delivers electricity and natural gas to about 10 million customers in the US and the UK 

SUMMARY RATING RATIONALE 

PPL's rating is reflective of the consolidated credit profile which has been transformed to a more diversified, more rate 
regulated platform from a largely commodity driven, more regionally focused operation We estimate that at least 70% of 
consolidated results will be provided by predictable, rate regulated businesses from three different jurisdictions, several 
of which have an above-average regulatory profile To that end, the rating incorporates the reduced reliance that PPL will 
have on earnings and dividends derived from its unregulated, commodity business The rating recognizes the growing 
importance that the company's Kentucky operations will have on future results which include plans to make substantial 
environmental capital investments We observe that the transition to market rates in Pennsylvania has been completed 
for all of the state's electric utilities, and that the company's focus is centered on infrastructure investment, through the 
replacement of an aging transmission and distribution system coupled with new transmission and smart grid investments 

, 
k4? 

DETAl LED RAT1 NG CONS ID E RATIONS 

-Acquisitions have transformed business strategy, lowered business risk 

PPL's acquisitions of two large regulated utility systems located in Kentucky and in the UK during the last eight months 
have transformed the company's business platform to a broader, more diversified rate regulated business model from 
one that was highly dependent on the company's commodity business 

On April 1, 201 1,  PPL completed the acquisition of the Central Networks electricity distribution business (since renamed 
PPL WEM Holdings (PPL WEM, rated Baa3), the second-largest such business in the {JK for E3 6 billion ($5 7 billion) in 
cash, inclusive of certain permitted pre-closing adjustments, plus E500 million ($800 million) of existing pllblic debt 
assurned through consolidation PPL has since renamed the operating subsidiaries Western Power Distribution (East 
Midlands) pic (WPDEM Baal senior unsecured) and Western Power Distribution (West Midlands) plc (WPDWM Baal 
senior unsecured) and both are owned by PPL WEM. 

On November 1, 2010, PPL acquired E ON U S 1.LC (renamed KG&E and KU Energy LLC or LKE) and its subsidiaries, 
Louisville Gas and Electric Company (LG&E Baal senior unsecured) and Kentucky Utilities Companies (KIJ Baa 1 
senior unsecured), two regulated utilities operating principally in Kentucky for $7 6 billion, including debt assumed 
through consolidation 

We estimate that at least 70% of consolidated results going forward will be provided by predictable, rate regulated 
businesses from three different jurisdictions, two of which have, in our opinion, an above-average regulatory profile 
Specifically, the networks business of PPL WEM operates under a highly transparent and regulatory framework in the UK 
which we consider to be well-above average and where the tariffs have been approved for the next five years Through 

(:- ? 
' 
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PPL's existing ownership of Western Power Distribution (South Wales) plc and Western Power Distribution (South West) 
plc (both rated Baa I ) ,  two additional networks companies, PPL is not only familiar with the regulatory framework but has 
consistently outperformed its peer companies, which should bode well for the future operations of PPL WEM Moreover, 
PPL's ownership of two Kentucky vertically-integrated utilities, LG&E and KU, should provide consistent earnings and 
cash flow under an above average regulated framework where substantial environmental capital investment is expected 
over the next several years Together, we estimate that the UK and Kentucky operations alone will provide about 55% of 
the company's earnings and cash flow in most years 

With the transition to market rates for generation in Pennsylvania completed for all of the state's utilities, PPL's focus in 
this state will be around infrastructure investment From a credit supportive perspective, Moody's considers the regulatory 
environment in Pennsylvania to be average when compared to other state regulatory environments. We observe that the 
PPL Electric Utilities (PPL EU Baa2 senior unsecured) subsidiary received a generally favorable result from a credit 
perspective in its most recent rate case and expect the company to have substantial capital investment requirements for 
infrastructure, smart grid and transmission projects. In most years, we expect PPL EU to represent about 15% of 
consolidated results 

The remaining percentage is expected to be derived from PPL Energy S~pply, LLC (PPL Supply Baa2 senior 
unsecured), an unregulated generation subsidiary, which owns competitive generation assets in PJM and in the western 
US We anticipate financial results for PPL Supply to be weaker in 2012 relative 2010 and expected 2011 results due to 
lower electric demand, lower capacity revenues and continued low natural gas prices, which affects electric energy 
margins. That said, we also observe that with the recent LKE and PPL WEM acquisitions, the parent's reliance on PPL 
Supply for earnings and dividends will decline appreciably from recent years which we view as a credit positive for both 
PPL Supply and PPL 

For more information on PPL's operating subsidiaries, please refer to moodys com 

-PPL's consolidated credit metrics position it quite well for its low investment grade rating 

For the past three years, we calculate that PPL's cash flow (CFO pre-WE) /debt averaged 17 9% and the company 
recorded cash flow to debt metrics of 17.5% through LTM 03/31/2011 Similarly, we calculate that cash flow interest 
coverage averaged 4 . 6 ~  for the past three years and was 4 Bx at LTM 03/31/2011, while retained cash flow to debt 
averaged 13.2% and was 13 3% at LTM 03/31/2011. Some of this historical performance can be attributed to the 
performance at PPL Supply, particularly in 2010, when generation rate caps in Pennsylvania were lifted. We expect 
PPL.'s consolidated credit metrics to trend modestly lower due to weaker performance at the commodities subsidiary and 
a higher contribution from the predictable but lower margin rate regulated operations. Most importantly, we anticipate the 
company's financial performance to be substantially more resilient in the future to a declining commodity environment 
given the greater diversity in operations and the increased contributions from more predictable sources of cash flow and 
earnings. 

-Conservative financing approach to recent acquisitions support rating profile 

The rating considers the relatively conservative manner in which PPL has financed both the LKE and PPL WEM 
acquisitions which indicates, in our opinion, management's commitment to maintaining an investment grade credit quality 
profile throughout the organization. In both the LKE and PPL WEM transactions, while hybrid convertible securities were 
used in a substantial way to finance the purchase price, no incremental permanent debt was added to the capital 
structure as the majority of the funding source was provided by the sale of PPL common stock In the $7 6 billion LKE 
acquisition, PPL raised $2.484 billion of common equity and raised $1 15 billion of Convertible equity units Similarly, in 
the US$6 5 billion PPL WEM transaction, PPL issued $2 328 billion of common equity and raised $977 5 million of 
convertible equity units. In addition, we calculate that during the twelve month period ending March 31, 201 I, PPL raised 
approximately $41 9 million of cash proceeds from the sale of non-core generating assets that was used to either fund 
capital requirements or reduce consolidated debt 

-Substantial capital investment program anticipated 

Beginning in 2012, over the next few years, PPL will embark on a sizeable capital expenditure plan approximating $15 6 
billion (annual average of $3 9 billion) By comparison, PPL's capital expenditures averaged $1 6 billion over the previous 
four year period While a large portion of this comparison reflects the incorporation of two acquisitions as well as the 
impact of lower capital spending in 2009 due to the economy, capital spending for the rate regulated businesses are 
expected to show material increases Of particular note is the $5 0 billion of capital expected to be spent at LKE over this 
four year period including $2 3 billion for environmental capital projects. Additionally, $1 8 billion is earmarked for 
investments in FERC regulated transmission projects at PPL EU, including the planned Susquehanna-Roseland line 
linking Pennsylvania and New Jersey 
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-Structural subordination 

PPL's rating reflects the structurally subordinate position of holding company obligations relative to the $14 4 billion of 
secured and unsecured long-term debt issued at various operating subsidiaries and intermediate holding companies 
While PPL does not currently have any funded long-term senior debt obligations, it did guarantee substantially-sized 
bridge financings to complete the LKE and PPL WEM transactions and it continues to guarantee nearly $2 6 billion of 
subordinated debt issued by PPL Capital Funding, Inc , the majority of which was used to finance these acquisitions We 
observe that all of the $6 7 billion PPL guaranteed bridge financing associated with the PPL WEM acquisition was fully 
repaid in May 201 1, well ahead of original expectations 

Liquidity Profile 

As a holding company, PPL's primary source of liquidity is the dividends it receives from its operating subsidiaries At 
March 31, 201 1, PPL had consolidated cash on hand of $1 245 billion of which $583 million was cash at the PPL Supply 
level 

On a consolidated basis in 2010, cash flow from operations of approximately $2.0 billion was sufficient to cover about 
90% PPL's outlays including approximately $1 7 billion of capital expenditures, approximately $560 million of common 
stock dividends, and $54 million of preferred dividends Moody's calculates that internal sources of $2.7 billion of cash 
flow should cover about 75-80% of the company's capital expenditures and dividends in 201 1, resulting in negative free 
cash flow of approximately $800 million We anticipate higher levels of negative free cash flow for 2012 and 2013 given 
the increase in the size of the capital budget across the regulated platform That said, the company estimates that about 
66% of its consolidated capital spend will earn regulated returns subject to minimal or no regulatory lag which should 
help mitigate this issue over the next several years. 

PPL's subsidiaries have external liquidity facilities totaling approximately $4 35 billion in committed facilities to support 
the short-term liquidity needs of its domestic operations and €960 million to support its UK operations. Other than a $150 
million accounts receivable facility at PPL EU, which expires in 201 1, the facilities have expiry dates ranging from 2013 to 
2016. At March 31, 201 1, of the $4.35 billion of committed credit facilities to support the domestic operations, $3.2 billion 
was at PPL Supply, $800 million was committed to the Kentucky utilities ($400 million each for LG&E and KU), and $350 
million was at PPL EU Total availability on the facilities at March 31, 201 1 was $3.192 billion, of which $2 253 was 
available for PPL Supply, $400 million for LG&E, $202 million for KU, and $337 million for PPL EU In April 201 1, KU 
entered into a new $198 million letter of credit facility expiring in April 2014 that will be used to support outstanding tax 
exempt bonds, and which subsequently replaced the letters of credit issued under KU's credit facility, giving the utility 
access to the entire $400 million revolver The credit facilities each contain one financial covenant PPL Supply's credit 
facilities have a limitation on debt to capitalization at 65%. As of December 
agreement was approximately 44% The PPL EU, LG&E, and KU credit fac 
capitalization to 70%. As of December 31, 2010, the ratio as defined in the agreements was approximately 43%, 43%, 
and 41%, respectively, for PPL EU, LG&E, and KU None of the facilities contain a material adverse change (MAC) 
clause 

, 2010, the ratio as defined in the 
es each limit the ratio of debt to 

Also, PPL S~pply and three of its affiliates, PPL EnergyPlus, PPL Montour and PPL Brunner Island maintain an $800 
million secured energy marketing and trading facility, whereby PPL EnergyPlus will receive credit to be applied to satisfy 
collateral posting obligations related to its energy marketing and trading activities with counterparties participating in the 
facility The credit amount is guaranteed by PPL Energy Supply, PPL Montour and PPL Brunner Island. PPL Montour 
and PPL Brunner Island have granted liens on their respective generating facilities to secure any amount they may owe 
under their guarantees The facility expires in November 2015, but is subject to automatic one-year renewals under 
certain conditions There were no secured obligations outstanding under this facility at March 3 1, 20 1 1 

In addition to the above, PPL Supply maintains a $500 million Facility Agreement expiring June 2017, whereby PPL 
Supply has the ability to request up to $500 million of committed letters of credit capacity at fees to be agreed upon at the 
time of each request, based on certain market conditions At March 31, 201 1, PPL Supply had not requested any 
capacity for the issuance of letters of credit under this arrangement 

While PPL has no parent level debt outstanding, at the subsidiary level, PPL Supply's nearest debt maturity occurs later 
this year when $500 million of senior notes mature in November 201 1 Among the utility subsidiaries, the next debt 
maturity occurs in November 2013, when $400 million of PPL EU senior secured notes are due 

In terms of contingent capital requirements, at March 31, 201 1, if the credit contingent provisions underlying all derivative 
instruments were triggered due to a credit downgrade below investment grade, PPI and PPL Supply would have been 
required to prepay or post additional collateral of $205 million and $188 million, respectively 



Rating Outlook 

Regulated Electric and Gas Utilities Industry [1][2] Current 
12/31/2010 

._C__".l___~II_-__. -.-I-, _I_ 

Factor 1: Regulatory Framework (25%) Measure Score 

Baa a) Regulatory Framework 
Factor 2: Ability To Recover Costs And Earn Returns (25%) 

Baa a) Ability To Recover Costs And Earn Returns 
Factor 3: Diversification (10%) 

a) Market Position (5%) Baa 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, Liquidity And Key Financial Metrics 
(40%) 

a) Liquidity (10%) Baa 
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b) CFO pre-WC f Interest/ Interest (3 Year Avg) (7 5%) 5 3x A 

The stable outlook for PPL reflects our view that with the completion of the LKE and PPL WEM acquisitions, PPL's credit 
quality has been fortified through the reduction in overall business risk The stable outlook further reflects our view that 
the company's position as owner of low-cost, strategically placed, primarily base-load generating assets will remain 
unchanged in the markets that it operates, even though these assets' cash flow generating capacity is expected to be 
lower over the next several years While we anticipate PPL's management to manage through this down cycle at PPL 
Supply by reducing this subsidiary's debt, to the extent that Moody's were to take a negative rating action at PPL Supply 
given its relatively weak position in its rating category, the probability of a similar rating action occurring at PPL or one of 
its other subsidiaries has been greatly reduced, given the risk profile transformation that has occurred from the LKE and 
PPL WEM acquisitions 

- - . - . ~ ~ -  
i- Moody's 12-18 

month Forward 
View* As of June 

201 1 ------, 
Measure Score 

Baa 

Baa 

Baa 

-__I-.- 

-.-- "_...... 

Baa 
Baa 2 7-3 5x 

What Could Change the Rating - Up 

While we view these acquisitions as transforming events which could form the basis for positive rating momentum at 
PPL, the prospects for the company to be upgraded in the near -term remain somewhat limited in light of the execution 
risks in integrating these two large acquisitions at the same time coupled with some of the market-based issues currently 
facing the company's unregulated business However, to the extent that the integration process at both LKE and PPL 
WEM meets the company's expectation and PPL continues to take actions to lower overall enterprise risk and leverage 
over time, PPL's rating could be upgraded. 

What Could Change the Rating - Down 

Conversely, the prospects for downward rating action in the intermediate term are very limited, as Moody's views PPL as 
being strongly positioned at the current rating category and fairly resilient to withstand downward pressure in the family 
given the diversified set of rate regulated operations at the company and the reduced exposure to the commodity 
business 

Other Considerations 

Moody's evaluates PPL's financial performance relative to the Regulated Electric and Gas Utilities rating methodology 
(the methodology) published in August 2009 As depicted in the grid, PPL's indicated rating under the methodology both 
a historical and prospective basis is Baa2 as compared to its current Baa3 senior unsecured rating However, if one 
factors in a one-notch rating adjustment for PPL being a holding company whose obligations are subordinate to $14 4 
billion of senior secured and senior unsecured debt, the indicated rating would be in-line with the actual Baa3 senior 
unsecured rating 

\ 
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PPL Corporation 
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c) CFO pre-WC I Debt (3 Year Avg) (7 5%) 
d) CFO pre-WC - Dividends I Debt (3 Year Avg) (7 5%) 

- 

a) Indicated Rating from Grid 

* THIS REPRESENTS MOODY'S FORWARD VIEW, NOT THE 
VIEW OF TtiE ISSUER, AND UNLESS NOTED IN THE TEXT 
DOES NOT INCORPORATE SIGNIFICANT ACQUISITIONS OR 
DIVESTITURES 

18 5% 
14 5% 
55 9% 

Baa 
Baa 
Ba 

3aa2 
3aa3 - 

[i] All ratios are calculated using Moody's Standard Adjustments [2] As of 12/31/2010(LJ; Source. 
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section 761G of the Corporations Act 2001 By continuing to access this document from within Australia. you represent to MOODY'S that you are, 
or are accessing the document as a representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaninq of section 761G of the Coroorations Act 2001 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K K ('MJKK") are MJKKs current opinions 
of the relative future credit risk of entities, credit commitments, or debt or debt-like securities In such a case, "MIS" in the foregoing statements 
shall be deemed to be replaced with "MJKK MJKK is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G K , which is 
wholly owned by Moody's Overseas Holdings Inc , a wholly-owned subsidiary of MCO 

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of the issuer or any form of 
security that is available to retail investors It would be dangerous for retail investors to make any investment decision based on this credit rating If 
in doubt you should contact your financial or other professional adviser 
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Announcement: Moody's affirms PPL's ratings following acqusition announcement; outlook stable 

Global Gredil Research. 02 Mar 2 U j ?  

Approximately $ 16.0 Billion of Debt Securities and Credit Facilities Affected. 

New York, March 02, 201 1 -- Moody's Investors Service affirmed the ratings of PPL Corporation (PPL Baa3 Issuer Rating) 
and its subsidiaries following yesterday's announcement that it had reached a definitive agreement to acquire the Central 
Networks electric distribution business from E.ON UK plc for 4 0 billion pounds Sterling ($6.4 billion), which includes the 
assumption of 500 million pounds ($800 million) of existing public debt. The rating outlook for PPL and its subsidiaries is 
stable 

"The rating affirmation recognizes that the planned acquisition of Central Networks further de-risks PPL's overall business 
platform as more than 70% of consolidated results will be provided by predictable, rate regulated businesses from three 
different jurisdictions, making the company's earnings, cash flow, and dividends less reliant on the company's commodity 
business", said A J Sabatelle, Senior Vice President of Moody's 

The rating action considers the pro-forma consolidated credit profile of PPL, and factors in the increasing proportion of 
regulated activities, the geographic diversity across these businesses, and the declining exposure to the commodities 
business as a source of cash flow and earnings. lo that end, the rating affirmation acknowledges that the combination of the 
Central Networks transaction coupled with last year's acquisition of LGBE and KlJ Energy LLC (LKE: Baa2 Senior Unsecured 
Debt) and its subsidiaries have transitioned the company from a smaller, more regional commodity sensitive concern to a 
larger, more geographically diverse company with a more sustainable business model 

The rating affirmation considers the relatively conservative manner in which PPL. intends to permanently finance the 
acquisition, including the issuance of $1 7 -- $1.9 billion of PPL common stock and $750 -- $950 million of convertible equity 
units, which helps to maintain balance sheet strength, and more strongly positions PPL in its current investment grade rating 
category. We understand that the company intends to permanently finance the remainder of the transaction with debt issued at 
both the Central Networks operating and holding company levels in a manner which targets a low Baa rating for the 
consolidated regulated networks business While this degree of leverage in the capital structure at Central Networks does 
slightly weaken PPL's consolidated credit metrics, the degree of dependable cash flow expected to be derived from this 
transaction and from the earlier L,KE acquisition makes the organization's overall credit quality more resilient to any potential 
negative credit events within the family. 
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Moody's also recognizes the track record that PPL has demonstrated in the UK in operating its existing Western Power 
Distribution (WPD) business where WPD ranks in the top tier in several different efficiency and performance standards and 
where those network's tariffs were recently reset for a five-year period. However, our rating affirmation balances this expected 
performance and the opportunities for potential synergies against the challenges that we believe management may face in 
successfully integrating two large acquisitions in a fairly compressed timeframe -- the LKE acquisition which closed about four 
months ago and the Central Networks acquisition which is expected to close next month. This somewhat guarded view 
Considers the substantially larger size of the Central Networks operations relative to WPD and the fact that all UK electric 
distribution networks have gone through various rounds of cost saving initiatives over the last decade. 

With respect to the PPI. subsidiaries' ratings, Moody's views the acquisition as being a credit supportive development for these 
ratings as no incremental debt is being added at any of the affiliates while the transaction provides another source of reliable 
earnings, cash flow, and dividends to the overall enterprise In particular, Moody's believes that PPL Energy Supply, L.LC (PPL 
Supply), the company's unregulated power subsidiary, indirectly benefits from the Central Networks and LKE transactions as 
they should reduce the company's reliance on this commodity driven subsidiary for earnings and dividends, enabling this 
unregulated operation to potentially utilize any free cash flow for future debt reduction That being said, PPL S~pply remains 
weakly positioned at its current Baa2 senior unsecured rating and while recently reported 2010 results were strong, future 
financial performance is expected to weaken particularly in 2012 due to the various challenges affecting all unregulated power 
companies As such, while the benefits of the Central Networks and LKE acquisitions help mitigate near-term downward rating 
pressure at PPL Supply, negative rating pressure remains at this subsidiary 

Importantly, to the extent that a negative rating action is taken at PPL Supply, the probability of a similar rating action occurring 
at PPL or its subsidiaries has been greatly reduced, given the business and risk profile transformation that will occur from the 
completion of the Central Networks and LKE transactions 

The stable outlook for PPL reflects our view that the planned acquisition of Central Networks will be financed in a balanced 
manner and that upon completion, PPL's credit quality will have been fortified through the reduction in overall business risk at 
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the company While we view the Central Networks and LKE acquisitions as transforming events which could form the basis for 
positive rating momentum at PPI.., prospects for the company to be upgraded in the near --term are limited in light of the 
execution risks in integrating these two large acquisitions at the same time coupled with some of the market-based issues 
currently facing the company's unregulated business However, to the extent that the integration process at both Central 
Networks and LKE meets the company's expectation and PPL. continues to take actions that lower overall enterprise risk and 
leverage over time, PPL's rating could be upgraded Conversely, the prospects for downward rating action are limited in the 
intermediate term, as Moody's views PPL as being strongly positioned at the current rating category and fairly resilient to 
withstand downward pressure in the family given the diversified set of rate regulated operations at the company and the 
reduced exposure to the commodity business 

The principal methodology used in rating PPL was Rating Methodology Regulated Electric and Gas Utilities, published August 
2009 and available on www.moodys coin in the Rating Methodologies sub-directory under the Research and Ratings tab 
Other methodologies and factors that may have been considered in the process of rating these issuers can also be found in 
the Rating Methodologies sub-directory on Moody's website 

Please see ratings tab on the issuerlentity page on Moodys corn for the last rating action and the rating history 

PPL is a diversified energy holding company headquartered in Allentown, Pennsylvania 
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE 

THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, 
INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT 
STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR FINANCIAL 
ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PLJRCHASE, SELL, OR HOLD PARTICULAR SECURITIES. 
CREDIT RATINGS DO NOT COMMENT ON 'THE SUITABILITY OF A N  INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS 
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MOODY'S PRIOR WRITTEN CONSENT All information contained herein is obtained by MOODY'S from sources believed by it to be 
accurate and reliable Because of the possibility of human or mechanical error as well as other factors, however, all information contained 
herein is provided "AS IS" without warranty of any kind MOODY'S adopts all necessary measures so that the information it uses in 
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when appropriate, 
independent third party soiirces However, MOODY'S is not an auditor and cannot in every instance independently verify or validate 
information received in the rating process Under no circumstances shall MOODY'S have any liability to any person or entity for (a) any 
loss or damage in whole or in part caused by. resulting from, or relating to, any error (negligent or otherwise) or other circumstance or 
contingency within or outside the control of MOODY'S or any of its directors. officers, employees or agents in connection with the 
procurement, collection, compilation, analysis, interpretation, communication publication or delivery of any such information, or (b) any 
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purchasing, holding or selling NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PlJRPOSE OF ANY SUCH RATING OR OTHER OPINION OR 
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO')), hereby discloses that most issuers of debt 
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS have, 
prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500 to 
approximately $2,500,000 MCO and MIS also maintain policies and procedures to address the independence of MIS's ratings and rating 
processes Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities who 
hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at 
www.moodvs.com under the heading "Shareholder Relations - Corporate Governance -- Director and Shareholder Affiliation Policy " 

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service PLY Limited ABN 61 003 399 657, 
which holds Australian Financial Services License no 336969 This document is intended to be provided only to "wholesale clients" within 
the meaning of section 761G of the Corporations Act 2001 By continuing to access this document from within Australia, you represent to 
MOODY'S that you are, or are accessing the document as a representative of, a "wholesale client" and that neither you nor the entity you 
represent will directly or indirectly disseminate this document or its contents to "retail clients" within the meaning of section 761G of the 
Corporations Act 2001 
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Notwithstanding the foregoing, credit ratings assigned on and after October I ,  2010 by Moody's Japan K K ( 'MJKK) are MJKKs current 
opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities In such a case "MIS" in the 
foregoing statements shall be deemed to be replaced with ' M J K K  MJKK is a wholly-owned credit rating agency subsidiary of Moody's 
Group Japan G K , which IS wholly owned by Moody's Overseas Holdings Inc , a wholly-owned subsidiary of MCO 

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of the issuer or any 
form of security that is available to retail investors It would be dangerous for retail investors to make any investment decision based on 
this credit rating If in doubt you should contact your financial or other professional adviser 
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Rating Action: Moody's d o w n g r a d e s  PPL a n d  PPL E l e c t r i c ,  outlook s t a b l e  

G l o b a l  C r e d i t  R e s e a r c h  .' 28 Apr  20110 

Approximately $1.3 billion of rated instruments affected 

New York, April 28, 2010 -- Moody's Investors Service (Moody's) downgraded the long-term unsecured ratings of PPL 
Corporation (PPL: Issuer Rating to Baa3 from Baa2), and its subsidiaries PPL Electric Utilities Corporation (PPL EU: 
senior unsecured to Baa2 from Baa l ) ,  and PPL Capital Funding, Inc. (PPL Capital: senior unsecured guaranteed by 
PPL. to Baa3 from Baa2); theA3 rating for PPL E V s  secured debt, and its Prime-:! rating for commercial paper are 
affirmed. The outlook for PPL, PPL EIJ, and PPL. Capital is stable. The ratings of PPL's subsidiary PPL Energy Supply 
(PPL Supply. Baa2 senior unsecured) are affirmed and the outlook remains stable. 

The rating actions follow PPL's announced agreement to acquire E,ON U S .  LLC (E O N  U S  ) and its subsidiaries 
Louisville Gas & Electric Company (LG&E) and Kentucky Utilities Company (KU), and while reflective of the 
announced transaction, are driven more by weakening financial metrics and the negative outlooks that had been in 
place for PPL E U  and PPLfar the past year. 

O n  April 28, 2010, PPLannounced that it had reached a definitive agreement with E Q N A G  to acquire E.QN U S ,  the 
parent company of LG&E and KU, two regulated utilities with operations principally in Kentucky. The transaction 
values E.ON U S .  at approximately $7.6 billion, including the assumption of $925 million of existing tax-exempt debt 
and the repayment of E D N A G  intercompany debt. Permanent financing for the transaction will include a combination 
of common equity, utility first mortgage bonds, utility holding company bonds, hybrid securities and cash on hand. We 
anticipate that PPL will arrange the permanent financing in a balanced manner that will be supportive of its Baa3 
issuer Rating. 

PPL's Baa3 Issuer Rating considers the additional regulatory scale, diversity and cash flow stability that are llkely to 
result from its planned acquisition of E.ON US. On a pro-forma basis, we anticipate that over 50% of PPL's assets 
and cash flows would be associated with regulated operations; absent the transaction, we would expect regulated 
contributions to remain significantly below 50%. The rating also considers the challenges the company is facing as it 
transitions to a fully competitive market in its Pennsylvania service territory where significant utility investment is 
needed while its wholesale generation business continues to operate within weakened commodities markets. The 
rating reflects pro-forma consolidated credit profile and cash flow credit metrics that we anticipate will remain within 
ranges appropriate for the rating. The Baa3 ratings for PPL and PPL  Capital also reccgnize their structurally 
subordinate position relative to the Baa2 senior unsecured debt of PPL Supply and PPL EU, and to likely holding 
company and operating company debt at the Kentucky utilities. 

The downgrade for PPL E U  reflects our continued expectation that beginning in 2010, the company's cash flaw credit 
metrics will decline dramatically from their recent levels and will remain toward the lower end of the ranges indicated 
in b o d y ' s  August 2009 Rating Methodology for Regulated Electric and Gas Utilities (the Regulated Methodology) 
rated Baa for the foreseeable future The expected decline in metrics comes as PPL E U  implements market rates for 
generation while simultaneously incurring increased expenditures for capital Investment to support and maintain the 
reliability of its aging distribution and transmission systems As a result, PPL EU's debt burden will increase, and cash 
flow coverage of debt and debt service is expected to be dramatically reduced. For example, for the foreseeable 
future, the ratio of cash flow from operations excluding changes in working capital (CFO Pre 
calculated in accordance with Moody's standard analytical adjustments, is expected to remain in the low-to-mid teens, 
and the ratio of CFO Pre -I. WC plus interest to interest is anticipated to remain around three times. 

The affirmation of the A3 rating for the senior secured debt at PPL E U  reflects its priority position within PPL EWs 
capital structure and follows Moody's August 2009 implementation of wider notching between the vast majority of 
ratings for senior secured and senior unsecured debt ratings for investment grade regulated utilities. Issuers with 
negative outlooks were excluded from the August implementation 

The affirmation of the Baa2 senior unsecured ratings for PPL Supply considers the relatively strong market and 
competitive position that results from its significant base-load generation portfolio located primarily near load serving 
entities within the highly liquid and transparent PJM market The affirmation also recognizes that 2010 is the first year 
the company is able to sell power produced by its Pennsylvania generalion resources at market rates, For 2010 and 
beyond, we anticipate increased volatility of cash flows, mitigated to some extent by PPL St~pply's hedging strategy, 
however, we also anticipate a strengthening of its cash flow credit metrics commensurate with the company's 
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increased business risk For example, we anticipate the ratio of CFO Pre-WC to debt (excluding the debt and cash 
flows associated with its U K distribution utilities) to remain above 25%. PPL Supply's published consolidated credit 
metrics will continue to be impacted by the ownership of its U K distribution utilities, which benefit from reasonably 
stable cash flow, but also employ leverage commensurate with their regulated network activities We anticipate PPL 
Supply's consolidated published ratio of CFO Pre-WC to debt will remain above 20% 

The stable outlook for PPL E U  reflects our expectation that PPL Ell's financial metrics will generally remain within the 
ranges indicated for electric distribution and transmission utilities rated Baa The outlook also assumes that PPL E U  
will finance its significant capital expenditure program in a manner that is consistent with maintaining its current credit 
profile and that it will continue to successfully manage its regulatory relationships as Pennsylvania continues its 
statewide transition to market rates 

The stable outlooks for PPL Supply, PPL Capital, and PPLreflect our view that the planned acquisition of E ON U,S  
will be financed in a balanced manner that is consistent with PPL's Baa3 Issuer rating The stable outlooks also 
assume that in 2010 and beyond, PPL Supply's low-cost, strategically placed, primarily base load generating assets 
will generate increased cash flows, and that PPL will continue to seek to mitigate the volatility of these market based 
cash flow by use of disciplined hedging strategies In addition, the stable outlooks assume that the transition to the 
competitive electricity market in Pennsylvania will continue to proceed relatively smoothly and that PPL EU's planned 
capital expenditures will be financed in a manner that is supportive of its credit quality. 

The principal methodology used in rating PPL  EU, PPL and PPL Capital was Rating Methodology: Regulated Electric 
and Gas Utilities, published August 2009 and available on www.moodys.com in the Rating Methodologies sub- 
directory under the Research and Ratings tab The principal methodology used in rating PPL Supply was Rating 
Methodology: Unregulated Utilities and Power Companies, published in August 2009 and also available on 
www.moodys.com in the Rating Methodologies sub-directory under the Research & Ratings tab. Other 
methodologies and factors that may have been considered in the process of rating these issuers can also be found in 
the Rating Methodologies sub-directory on kbody's website. 

Moody's last rating action on PPL EU, PPL, PPL Capital and PPL Supply occurred May 11,2009 the outlooks of PPL 
EU, PPL and PPL Capital were revised to negative from stable and the ratings of PPL Supply were affirmed with a 
stable outlook. 

PPL is a diversified energy holding company headquartered in Allentown, Pennsylvania. PPL EU is a regulated 
transmission and distribution utility, PPL  Supply is a holding company engaged primarily in non-regulated generation 
and marketing of power in the U S and the regulated delivery of electricity in the U.K.; PPL  Capital is a financing 
subsidiary of P P L -  its debt Is guaranteed by PPL. 

Downgrades 

PPL Corporation 

Issuer Rating, Downgraded to Baa3 from Baa2 

PPL Capital Funding, Inc 

Junior Subordinated Regular Bond/Debenture, Downgraded to B a l  from Baa3 

Multiple Seniority Shelf, Downgraded to (P)Baa3, (P)Bal  from (P)Baa2, (P)Baa3 

Senior unsecured Regular Bond/Debenture, Downgraded to Baa3 from Baa2 

PPL  Electric Utilities Corporation 

Issuer Rating, Downgraded to Baa2 from Baa 1 

Multiple Seniority Shelf, Downgraded to (P)Ba 1 from (P)Baa3 

Preferred Stock, Downgraded to B a l  from Baa3 

Senior Unsecured Bank Credit Facility, Downgraded to Baa2 from Baa l  

Senior Unsecured Revenue Bonds (Lehigh County Industrial Development Authority), Downgraded to Baa2 from Baa 1 

Outlook Actions 

http://www.moodys.com
http://www.moodys.com
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Outlook, Changed To Stable From Negative 

PPL Capital Funding, Inc 

Outlook, Changed To Stable From Negative 

PPL Electric Utilities Corporation 

Outlook, Changed To Stable From Negative 
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Ratings 

Category 
Outlook 
Issuer Rating 
PPL Energy Supply, LLC 
Outlook 
Sr Unsec Bank Credit Facility 
Senior Unsecured 
PPL Electric Utilities Corporation 
Ou tlook 
issuer Rating 
First Mortgage Bonds 
Senior Secured 
Sr Unsec Bank Credit Facility 
Preference Stock 
Commercial Paper 
Contacts 
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Laura Schumacher/New York 
William L HesslNew York 
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Key Indicators 

Moody's Rating 
Stable 

Baa3 

Stable 
Baa2 
Baa2 

Stable 
Baa2 

A3 
A3 

Baa2 
Ba 1 
P -2 

Phone 
212 553.3853 
212 553.3837 

[I1 
PPL Corporation 
ACTUALS 
(CFO Pre-W/C -f- Interest) / Interest Expense [2] 
(CFO Pre-W/C) I Debt [2] 
(CFO Pre-W/C - Dividends) / Debt [2] 
Debt / Book Capitalization 

2009 2008 2007 2006 
4 . 4 ~  3 . 7 ~  4 . 0 ~  4 . 3 ~  

19.1% 16.4% 21.2% 18.9% 
13.7% 11.5% 15.7% 14.5% 
55.0% 58.5% 50.7% 54.4% 

[I] All ratios are calculated using Moody's Standard Adjustments 12.1 CFO pre-W/C is equal to net cash flow 
from operations less net changes in working capital items 

Note For definitions of Moody's inost common ratio terms please see the accompanying User's Guide 

Opinion 

ting Drivers 

Historically stable cash flow generated by regulated and highly contracted businesses 



Increased 'volatility mitigated by hedging strategy and increased proportion of regulated business 
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'ielative geographic and fuel diversity 

nerally supportive regulatory environments - with Pennsylvania still in transition 

Structural subordination 

Corporate Profile 

PPL Corporation (PPL Baa3 Issuer Rating, stable) is a diversified energy holding company headquartered in Allentown, 
Pennsylvania. PPL's Pennsylvania regulated businesses are conducted primarily through its utility subsidiary PPL Electric Utilities 
Corporation (PPL EU Baa2 senior unsecured, stable). PPI. Energy Supply LLC (PPL Supply: Baa2 senior unsecured, stable), is 
an intermediate holding company for PPL's non-regulated businesses that are engaged in the generation and marketing of power 
primarily in the northeastern and western power markets of the U.S., and in the delivery of electricity in the U.K. 

On April 28, 2010, PPL announced its agreement to acquire E ON U S LLC (E ON U S) and its subsidiaries, Louisville Gas and 
Electric Company (LG&E) and Kentucky Utilities Companies (KlJ), two regulated utilities operating principally in Kentucky 

SUMMARY RATING RATIONALE 

PPL's rating is reflective of the challenges facing the company, as it continues to transition to a fully competitive market in its 
Pennsylvania service territory where significant utility investment is needed to support its aging infrastructure, while its wholesale 
generation business continues to operate in weak commodities markets The rating considers PPL's relatively strong wholesale 
market and competitive position emanating from PPL Supply's low-cost, strategically placed, primarily base load generating 
assets. The rating also considers PPL's consolidated credit profile, including the significant proportion of cash flow generated by 
its merchant business, the volatility of which is balanced by increasing regulated cash flows, and disciplined hedging strategies 
The rating reflects an assumption of a modest amount of additional consolidated leverage as a result of PPL's planned acquisition 
of E ON U.S. LLC, and also considers the additional regulatory scale, diversity and increase in cash flow stability that is expected 

\.,?orne from that transaction. 
x.u :,J 

*<$? 

DETAILED RATING CONSIDERATIONS 

Historically stable cash flow generated by regulated and highly contracted businesses 

PPL's operations consist primarily of regulated utility businesses in the 1J.S and the U.K , and non-regulated merchant generation 
in the United States. In 2009, PPL EU's cash from operations represented approximately 32% of consolidated total cash flow, 
while the U K. operations accounted for approximately 13% with the balance generated primarily PPL Supply's non-regulated 
merchant generating business in the United States. PPL's cash flows, from both regulated and non-regulated operations, have 
been relatively stable over the last few years, reflecting primarily the low-.cost nature of the company's generating assets and the 
Provider of Last Resort (POLR) arrangements between its subsidiaries, which mitigated the impact of volatile wholesale prices 
with capped electric rates in its service regions. The POLR agreements, which helped to stabilize cash flows and effectively 
reduced overall business risk by providing an offset to PPL's significant non-regulated merchant operations were terminated in 
December 2009 As a result, we anticipate increased volatility in cash flows generated by the merchant business. 

Volatility somewhat mitigated by hedging and by an increasing proportion of regulated business 

Anticipated volatility in PPL's cash flows is mitigated to some degree by its hedging strategy and the increasing proportion of 
regulated operations that would result from its planned acquisition of the Kentucky utilities. PPL generally employs a disciplined, 
laddered 3-4 year hedging strategy for its generation sales and for its fuel sourcing, which tends to make its cash flows relatively 
more stable and predictable. PPL's current regulated transmission and delivery businesses in Pennsylvania and the U K , along 
with the expected added regulated presence in Kentucky, should provide additional stability and predictability 

Generally supportive regulatory environments - Pennsylvania is still in transition 

PPL's regulated business, Moody's generally characterizes its Pennsylvania regulatory framework as being about average for 
utilities in terms of supportiveness of credit quality and ability to recover costs and earn returns on invested capital PPL has 

,torically received reasonable and timely decisions in its transmission and distribution rate cases, and the Pennsylvania market 
transition appears to be working relatively smoothly However, we remain cautious about the significant rate increase for 
customers in the Pennsylvania service territory and the potential for political intervention The potential inclusion of the Kentucky 
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utilities in the consolidated family would be viewed positively in terms of overall regulatory supportiveness. LG&E and KU also 
benefit from numerous alternative rate mechanisms which reduce regulatory lag including, cash returns on construction work in 
Trogress, and mechanisms that provide for the recovery of, and return on, environmental investment 

hin the framework of Moody's August 2009 Rating Methodology for Regulated Electric and Gas CJtilities (the Methodology), for 
,tor 1 Regulatory Framework, and for Factor 2 Ability to Recover Costs and Earn Returns, PPL currently maps to a rating 

factor in the Ba range, reflecting the current significant proportion of the unregulated operations in its business mix and the greater 
unpredictability surrounding these cash flows The score for this rating factor would likely move upward when the acquisition of the 
Kentucky utilities is consummated 

Relative geographic and fuel diversity 

With approximately 12,000 MWs of wholesale generation resources located primarily within the highly liquid and transparent PJM 
market along with the strategic positioning of PPL Supply's assets in Montana, we consider PPL's wholesale market and 
competitive position to be relatively strong PPL also has generating facilities in Illinois, and New England, as well as the regulated 
operations in Pennsylvania, the U K , and potentially Kentucky PPL benefits from a relatively diverse portfolio of fuel resources, 
including coal, nuclear, gas, and hydro, albeit with a significant, and likely increasing, exposure to carbon intense fuels 

Within the framework of the Methodology, for Factor 3" Diversification, PPL maps to a rating factor in the Baa range 

Structural subordination 

PPL's rating also reflects its structurally subordinate position relative to the Baa2 senior unsecured debt of PPL Supply and PPL 
EU, and to debt likely to exist at the Kentucky utilities 

Liquidity Profile 

As a holding company, PPL's primary source of liquidity is the dividends it receives from its operating subsidiaries In 2009, PPL 
received dividends of approximately $1.2 billion, including approximately $940 million from PPL Supply plus approximately $290 
Tillion from PPL EU, which was more than sufficient to cover its overhead costs, interest expense at PPL Capital Funding of 

&. >roximately $40 ,million, as well as dividends to common shareholders of approximately $520 million We anticipate 201 0 full 
year funds will again be sufficient to cover overhead costs, interest expenses at PPL Capital Funding and PPL's common stock 
dividends 

On a consolidated basis in 2009, cash flow from operations of approximately $1.9 billion was sufficient to cover PPL's outlays 
including approximately $1 "2 billion of capital expenditures and approximately $520 million of common stock dividends. In 201 0, 
capital expenditures are projected to be approximately $1.9 billion resulting in total outlays including dividends to modestly exceed 
cash flow from operations Moody's anticipates the cash shortfall to be funded via a combination of internal and external sources. 

While PPL has no parent level debt outstanding, it does fully guarantee all of the debt at PPL Capital, which has no debt 
maturities until 2047 At the subsidiary level, PPL EU's nearest debt maturity is November 2013, when $400 million of senior 
secured notes are due PPL Supply's nearest debt maturity is $500 million of senior notes due November 201 1 At PPL's U K. 
subsidiaries, there is no maturing debt until 2017. This debt continues to be non-recourse to PPL Supply or PPL 

PPL's subsidiaries have external liquidity facilities totaling approximately $5 billion in committed facilities to support the short-term 
liquidity needs that are scheduled to expire between 2010 and 2013, of which approximately $3 7 billion was immediately 
available as of December 31, 2009. The credit facilities each contain one financial covenant PPL Supply's credit facilities have a 
limitation on debt to capitalization ratio to 65% As of December 31, 2009, the ratio as defined in the agreement was 
approximately 46% PPL EU' credit facility limits the ratio of debt to capitalization to 70%. As of December 31, 2009, the ratio as 
defined in the agreement was approximately 44% None of these facilities contain a material adverse change (MAC) clause. PPL's 
overall liquidity is considered satisfactory 

Within the framework of the methodology, for Factor 4, Sub-factor Liquidity, PPL maps to a rating factor in the Baa range 

Rating Outlook 

stable outlook for PPL reflects our view that, in 2010 and beyond, its low-cost, strategically placed, primarily base load 
ierating assets will generate increased cash flows, and that PPL will continue to seek to mitigate the volatility of these market 

uased cash flows by the use of disciplined hedging strategies The stable outlook also assumes that the company will continue to 
successfully manage its fuel and other operating costs, that the transition to the competitive electricity market in Pennsylvania will 
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continue to praceed relatively smoothly, and that planned capital expenditures will be financed in a manner that is supportive of its 
credit quality. The stable outlooks recognize the cash flow stability that should result from PPL's acquisition of E ON U S LLC, 
7nd assumes the transaction will be funded in a manner that is supportive of PPL.'s current credit profile 

I 

Ba 

X 
X 

-- 
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at Could Change the Rating - Up 

- 
B 

An upgrade is ilnlikely in near to medium term Ratings could be revised upward if there were to be a sustained improvement in 
financial metrics, as demonstrated, for example, by a ratio of CFO pre-WC to debt, calculated in accordance with Moody's 
standard analytical adjustments, in the range of 20% An upgrade of PPL Supply would also likely put upward pressure on the 
rating of PPL Corp 

&ctor 2: Ability to Recover Costs and Earn Returns 

Factor 3: Diversification (10%) 

a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) 
Factor 4: Financial Strength, Liquidity & Financial 

Metrics (40%) 

a) Liquidity (1 0%) 
b) CFO pre-WC + Interest I lneterest (7.5%) 
c) CFO pre-WC / Debt (7 5%) 
d) CFO pre-WC - Dividends / Debt (7 5%) 
e) Debt I Capitalization or Debt / RAV (7.5%) 

Rating: 

a) Methodology Implied Senior Unsecured Rating 

(25%) 

-- l _ _ l _ l _ . l l _ . " ~  

What Could Change the Rating - Down 

The ratings could be adjusted downward if there is a meaningful increase in business risk beyond the levels currently 
contemplated, if there is a significant deterioration of plant availability, if the company is unsuccessful in managing the transition to 
a competitive market, if its planned capital expenditures are funded in a manner inconsistent with its current rating level, or if there 
were to be adverse regulatory rulings on transmission and distribution rate cases such that financial metrics deteriorate; as 
demonstrated, for example, by a sustainable ratio of CFO pre-WC to debt, calculated in accordance with Moody's standard 
analytical adjustments, in the low-to-mid teens level. The ratings could also have downward pressure if the financing for the E.ON. 
U.S acquisition is executed in a manner that is inconsistent with PPL's current credit profile 

Rating Factors 

PPL Corporation 

---1- 

IReaulated Electric and Gas Utilities 

'%$tor 1: Recltilatorv Framework (25%) 

--- Ib) Actual Senior Unsecured Rating 

Aaa 

--- 

-I___ 
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Ratings 

Category 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured 
Sr llnsec Bank Credit Facility 
Preference Stock 
Commercial Paper 
Parent: PPL Corporation 
Outlook 
Issuer Rating 

Contacts 

Analyst 
Laura Schumacher/New York 
William L. HesslNew York 

*. 

cdy Indicators 

Moody's Rating 
Stable 
Baa2 

A3 
A3 

Baa2 
Ba 1 
P -2 

Stable 
Baa3 

Phone 
21 2.553.3853 
2125533837 

[I I 
PPL Electric Utilities Corporation 

ACTUALS 
(CFO Pre-W/C + Interest) / Interest Expense [2] 
(CFO Pre-W/C) I Debt [2] 
(CFO Pre-W/C .. Dividends) I Debt [2] 
Debt / Book Capitalization 

2009 2008 2007 2006 

4.9x 5.5x 5.5x 4.5x 

29.4% 27.8% 34.6% 25.5% 

14.5% 23.0% 27.6% 20.5% 

42.9% 49.6% 45.3% 49.6% 

[ I ]  All ratios are calculated using Moody's Standard Adjustments [2] CFO pre-W/C is equal to net cash flow 
from operations less net changes in working capital items 

Note For definitions of Moody's most common ratio temis please see the accompanying User's Guide 

Opinion 

Rating Drivers 

Relatively stable cash flow generated by regulated operations 

egulatory environment that appears to be undergoing an orderly transltton 

Significant planned capital expenditures 

5 /  1 0/20 1 0 
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Cash flow credit metrics appropriate for the rating 
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'orporate Profile 

Electric Utilities Corporation (PPL EU Baa2 senior unsecured, Prime-2 short term, stable) is a regulated utility subsidiary of 
Corporation (PPL Baa3 Issuer Rating, stable), that transmits and distributes electricity to approximately 1 4 million customers 

in eastern and central Pennsylvania PPL EU provides electricity to retail customers as a Provider of Last Resort (POLR) under 
Pennsylvania's Customer Choice Act 

The Pennsylvania power market is in transition 'Through the end of 2009, all of PPL EU's power was supplied under a fixed price 
power purchase agreement with its affiliate PPL Energy Supply, LLC (PPL Supply: Baa2 senior unsecured, stable). Beginning in 
2010, however, PPL El i 's  retail rates for generation are set based on market rates for power, which resulted in significantly higher 
rates for end users (an approximate 30% increase in 2010). Also beginning in 2010, PPL EU is no longer collecting competition 
transition revenue, which has resulted in lower cash flow for the utility 

SUMMARY RATING RATIONALE 

PPL. EU's Baa2 rating is driven by the relatively stable and predictable nature of its regulated transmission and distribution utility 
cash flows; the reasonably supportive regulatory treatment the company has received from the Pennsylvania Public Utilities 
Commission (PPUC), and cash flow credit metrics that are expected to remain appropriate for the rating category The rating also 
considers the moderate business risk profile of the consolidated PPL corporate family, whose other operations include non- 
regulated electricity generation and marketing in Pennsylvania as well as other parts of the United States 

DETAILED RATING CONSIDERATIONS 

Regulatory environment is generally supportive - however still in transition 

Moody's generally categorizes the Pennsylvania regulatory framework as being about average for U S utilities in terms of 
supportiveness of credit quality and ability to recover costs and earn returns PPL EU has historically received reasonable and 

,,4;isition to market rates, to date, the process appears to be working relatively smoothly 
-"ely decisions in its transmission and distribution rate cases, and although the Pennsylvania market remains in the midst of a full 

3 

Given the magnitude of the rate increase that recently occurred for customers in PPL EU's service territory, (approximately 30%) 
we remain somewhat cautious about the potential for political intervention, though we recognize this risk has subsided significantly 
with the passage of time and the reduction in market price for power. In addition, the expiration of generation rate caps applicable 
to three other large regulated Pennsylvania utilities will not occur until 201 I and some legislative proposals related to rate caps 
and rate increase mitigation are still lingering More recently, several lawmakers in Pennsylvania objected to PPL ElJ's March 
2010 distribution rate increase request and asked the PPUC to reject the case, citing that the increase will put a strain on 
ratepayers 

Pennsylvania has been transitioning to a deregulated market for generation since 1998 Ruring this time, PPL EU retained PQLR 
responsibilities in its service territory, and operated under rate caps for generation Through 2009, PPL ElJ met its POLR 
obligation via a PPUC approved fixed price power supply agreement with its affiliate PPL Supply As of January 1, 201 0, the rate 
cap ended, the PQLR agreement was terminated, and the company has now transitioned fully into retail market competition 

Over the past few years, there has been a significant amount of regulatory and legislative concern over the potential for rate shock 
when the generation caps expire In PPL EU's territory rates were at one time expected to increase approximately 40%. However, 
there has also been observable support for the process In November 2008, legislation was passed establishing guidelines for all 
delivery utilities to follow when acquiring power supplies beyond 201 0 which includes a prescribed mixture of long-term, short-term 
and spot purchases PPL EU's procurement process is consistent with these guidelines and the company has generally been 
successful in managing the market transition and attempting to limit rate shock exposure 

Beginning in 2008, PPL EU conducted a series of electricity purchases through a competitive bidding process The power 
purchase plan, approved by the PPUC, included a staggered bidding process involving a number of power blocks awarded by 
PPL EU to suppliers For its 2010 power requirement, PPL EU completed six planned auctions, securing 100% of the expected 

s The company has also completed four solicitations for the January 201 1 through May 201 3 period The price of power 
ured in the last auction, completed in April, is about 16% lower than the prices obtained for 2010 

, I I  an effort mitigate the customer impact of the anticipated 2010 rate increase, PPL ElJ took proactive steps and implemented two 
programs in 2008 and 2009 The advance-payment program, approved by PPUC in August 2008, allowed customers to make 
prepayments toward their 2010 and 201 1 electric bills to enable them to pay a portion of the anticipated increase over 39 months, 
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'PL EU's liquidity is supported by a $190 million 5-year credit facility that expires in May 2012 The committed capacity under this 
ml i ty  was originally $200 million but was reduced by $10 million in December 2008, as a result of terminating the commitment of 

an Brothers Bank, FSB This credit facility is used primarily as back-stop to PPL EU's $200 million commercial paper 
m and to issue letters of credit As of December 31, 2009, the company had no cash borrowings under the facility, no 

commercial paper OLJtStanding, and $6 million of letters of credit outstanding PPL EU's credit facility contains one financial 
covenant, a limitation on the ratio of debt to capitalization of 70% As of December 31, 2009, the debt to capitalization ratio as 
defined in the agreement was approximately 44% The facility does not contain a material adverse change clause 

PPL EU also participates in a $150 million asset-backed commercial paper program through the sale of accounts receivable and 
unbilled revenue to a wholly owned special purpose vehicle As of December 31, 2009, there was no borrowing under this 
agreement This facility expires in July 2010 The company intends to renew it to maintain its current total committed capacity 
level 

PPL EU's Prime-2 rating for its short term obligations recognizes the utility's financial profile and cash flow stability, and assumes 
that the amount of commercial paper and other near term obligations outstanding will be managed within the limits of the 
company's readily available sources of cash, including its committed bank credit facilities. 

PPL. EU's closest long4erm debt maturity is $400 million of senior secured notes due November 2013 

Within the framework of the Methodology, on Factor 4: Liquidity, PPL EU maps to a rating factor in the Baa range. 

Rating Outlook 

The stable outlook reflects our expectation that beyond 2009, PPL EU's financial metrics will generally remain within the ranges 
appropriate for by electric T&D utilities rated Baa The outlook also assumes that PPL EU will finance its significant capital 
expenditure program in a manner that IS consistent with maintaining its current credit profile and that it will continue to successfully 
manage its regulatory relationships 

-Jat Could Change the Rating - Up 
h, 

It is unlikely the rating would be revised upward over the near-to-medium term The rating could move upward if PPL EU finances 
its planned capital expenditures in a manner that improves its financial profile , if for example, PPL EU's ratio of CFO pre-.WC to 
debt, calculated in accordance with Moody's standard analytical adjustments, were to remain in an approximate range of 18-20% 
on a sustainable basis 

What Could Change the Rating - Down 

The rating could be adjusted downward if PPL EU is unsuccessful in managing the transition to competitive markets in a manner 
that allows the timely recovery of its costs for purchased power, or if there were to be adverse regulatory rulings or unfavorable 
legislative ramifications such that we would anticipate a sustained deterioration in financial performance The rating could be 
adjusted downward if there were to be a further material deterioration in financial metrics, if for example, its ratio of CFO Pre-WC 
to debt, calculated in accordance with Moody's standard analytical adjustments, were to move below the low-teens for an 
extended period The rating could be adjusted downward if there is a meaningful increase in the consolidated business risk profile 
of PPL 

Rating Factors 

PPL Electric Utilities Corporation 

5/10/20 10 
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a) Market Position (5%) 
b) Generation and Fuel Diversity (5%) _I.-_-_ 

a c t o r  4: F i n a n c i a l  S t reng th ,  L i q u i d i t y  & F i n a n c i a l  

FO pre-WC + Interest I lneterest (7 5%) 
FO pre-WC I Debt (7 5%) 
FO pre-WC - Dividends / Debt (7 5%) 

tion or Debt I RAV (7 5%) ~ - -  

thodology Implied Senior Unsecured Rating 
ual Senior Unsecured Ratina 
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Announcement: Moody's affirms PPL ratings 

Global Credit Research - 23 Uct  2010 

Approximately $1.7 billion of securities affected 

New York, October 27, 2010 -- Moody's Investors Service affirmed !he ralings of PPLCorporatlon (PPL: Baa3 Issuer Rating) and its subsidiary, 
PPL Capital Funding (PPL Funding: Baa3 senior unsecured (debt guaranteed by PPL)) The outlook for PPL and PPL Funding is stable 

The raling affirmations follow PPL's receipt of Federal Energy Regulatory Commission (FERC) approval of its pending acquisition of E ON U S  
LLC (Baa2 Issuer Rating) and its subsidiaries, Kentucky Utilities (KlJ: Baal Issuer Rating) and Louisville Electric &Gas (LGE: Baal Issuer 
Rating). PPL also received approval from the Kentucky Public Service Commission, the Stale Corporation Commission of Wrginia and the 
Tennessee Regulatory Authority With the receipt of this last regulatory approval from the FERC, we believe there is a very high probabilily the 
transaction will close imminenlly 

The affirmation of PPL's Baa3 Issuer Rating considers the additional regulatory scale, diversity and cash flow stability that will result from its 
acquisition of E ON US (to be renamed LG&E and KU Energy LLC (LKE)) Going forward, we anticipate that over 50% of PPL's assets and cash 
flows will be associated with regulated operations, with about half of those coming from the LKE subsidiaries The rating considers the 
challenges the company continues to face as it manages the transition to a fully competitive market in its Pennsylvania service territory while Its 
wholesale generalion business continues to operate within weakened commodities markets: however, the rating recognizes the overall risk 
reduction and stability that comes as a result of its increased regulatory exposure. The Baa3 rating reflects the supportive regulatory 
relationships that exist at the LKE entities. and assumes these relationships will be maintained under PPLownership 

PPL's Baa3 Issuer Rating is driven by consolidated credit metrics that are expected lo remain within the Baa ranges identified in Moody's August 
2009 Rating &thodology for Regulated Electric and Gas Utilities, for example, the consolidated ratio of cash flow excluding changes in working 
capital (CFO pre-WC) to debt, calculated in accordance with tvbodfs standard analytical adjustments. is expected to remain In the mid-teens 
1-he ratings for Ihe debt instruments of PPL Funding are based on the guarantees provided by PPL The Baa3 Issuerkenior unsecured ratings 
for PPLand PPL Funding also consider their structurally subordinate position relative to the Baa2 or better senior unsecured debt rating 
assigned to several of PPL's primary operating subsidiaries 

The rating afflrmations consider PPL's balanced plan for financing the approximately $6 8 blllion necessary to complete the acquisition of LKE. In 
June 2010, PPLcompleted the sale of 103 5 million shares of common stock and issued approxlmalely $1 15 billion of hybrid -- equity linked - 
securities. generating total proceeds of approximately $3.5 billion in permanent capital Also in June PPLobtained a $6 5 billion bridge loan that 
could be drawn, if necessary, to compiete the transaction We understand PPL now intends to draw temporarily on PPL Energy Supply's new $4 
billion revolving credit facility to obtain approximately $3 billion of additional external flnancing to close the transaction It is our understanding that 
shortly afler the purchase is compiete, PPLwill issue a similar amount of permanent debt financing at a combination of KU. LGE and LKE, 
proceeds of which will be used to repay the PPL Energy Supply credit facility 

The rating outlook for PPL and PPL Funding is stable, an indication that ratings are not likely to be revised in the near term Longer term, ratings 
could be revised upward if there were to be a sustalned improvement in financial metrics; as demonstrated. for example, by a consolidated ratio 
of CFO pre-WC to debl. CalCUlated in accordance with Moody's standard analytical adjustments. in the range of 20%. 

The ratings of PPLor PPL Funding could be adjusted downward if there is a meaningful increase in business risk, i f  there is a significant 
prolonged deterioration of plant availability, if the company is unsuccessful in managing the full transition to a competitive market, if ils planned 
capital expenditures are funded in a manner inconslslent with maintaining credit metrics that are appropriate for its current rating levels in light of 
current market conditions, or if  there were to be adverse regulatory rulings such that financial metrics deteriorate; as demonstrated, for example, 
by a PPL consolidated ratio of CFO pre-WC to debt, caiculaled in accordance with Moody's standard analytical adjustments. in the low teens In 
the event PPL Is unable to obtain the remaining permanent financing for the transaction, there could be downward pressure on the ratings 

The principal methodology used in rating PPL and PPL Funding was Regulated Electric and Gas Utilities rating metliodology published in August 
2009 Other methodologies and factors that may have been considered in the process of rating this issuer can also be found on Moody's 
website 

Please see ratings tab on the issuedentity page on Moodys com for Ihe last rating action and the rating history 

PPL is a diversified energy holding company headquartered In Allentown. Pennsylvania PPL's Pennsylvania regulated transmission and 
distribution operations are conducted through its subsidiary, PPL Electric Utilities; PPL. Energy Supply is a holding company engaged primarily in 
non-regulated generation and marketing of power in the U S and the regulated deiivery of electricity in the U K ; PPL funding is a financing 
subsidiary of PPL. its debt is guaranteed by PPL 

New York 
Laura Schumacher 
Vice President I Seniorbaiyst 
Infrastructure Finance Group 
Moody's Investors Service 
JOURNALISTS: 212-553-0376 
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0 2010 Moody's Investors Service, Inc and/or its licensors and affiliates (collectively, "MOODY'S"). All rights reserved 

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS') CURRENT OPINIONS OF THE 

SECURITIES. MIS DERNES CREDIT RISK AS THE RISK THAJAN ENTITY M N  NOT MEET ITS 
CONTRACTU& FINANCIAL OBUGATIONSAS THEY COME DUE AND ANY ESTIMATED RNANCIAL LOSS 
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT 
NOT LIMITED TO: LIQUIDITY RISK, MARKFF VALUE RISK, OR PRICE VOUUIUTY. CREDIT RATINGSARE 
NOT STNEMENTS OF CURRENT OR HISTORICPL FPCT. CREDIT RATINGS DO NOT CONSTITUTE 
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDAJIONS TO 
PURCHASE, SELL OR HOLD PARTICULAR SECURITIES. CREDIT RAilNGS DO NOT COMMENT ON THE 
SUITABILITY OFPN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS 
VKTH THE EXPECTAJION AND UNDERSTANDING THAT EACH INVESTOR MLL MAKE ITS O W  STUDY 
AND NLUAJION OF EPCH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR 
SPLE. 

REWIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLlJDlNG BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORWTION MAY BE COPIED OR OTHERWISE REPRODUCED, 
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR StJBSEQUENT lJSE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORMOR 
MLWNER OR BY ANV MEANS WHATSOEVER. BYANY PERSON WITHOUT MOODYS PRIOR WRITTEN 
CONSENT. All information contained herein is obtained by MOODYS from sources believed by It to be accurate and 
reliable Because of the possibility of human or mechanical error as well as other factors, however, all information 
contained herein is provided "AS IS" without warranty of any kind MOODYS adopts all necessary measures so that 
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be 
reliable, including, when appropriate, independent third-party sources. However, MOODYS is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process. Under no 
circumstances shall MQODYS have any liability to any person or entity for (a) any loss or damage In whole or in part 
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within 
or outside the control of MOODYS or any of its directors, officers, employees or agents in connection with the 
procurement. collection. compilation, analysis, interpretation. communication. publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential. compensatory or incidental damages whatsoever 
(including without limitation. lost profits), even if MOODY'S is advised in advance of the possibility of such damages, 
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, i f  any, constituting part of the information contained herein are, and must be construed solely 
as, statements of opinlon and not statements of fact or recommendations to purchase, sell or hold any securities. 
Each user of the information contained herein must make its own study and evaluation of each security it may 
consider purchasing, holding or selling NO WARRANIY; EXPRESS OR IMPLIED, AS TO THE ACCURACY, 
TIMLINESS, COMPLETENESS, MERCWAElLITY OR FITNESS FOR ANY PARTICUM PURPOSE OF ANY 
SUCH RATING OR OTHER OPINION OR INFORW?ION IS GNEN OR NW)E BY MOODYS IN ANY FORM OR 
MANNER W HKTSOEVER 

MIS, a whollyowned credit rating agency subsidiary of Moody's Corporalion ("KO"), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any raling, agreed lo pay Lo MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2.500.000 K O  and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes Information regarding certain 
affiliations that may exist between directors of MCO and rated entities. and between entities who hold ratings from MIS 
and have also publicly reported to the SEC an ownership Interest in K O  of more than 5%. is posted annually at 
www.moodvs.com under the heading "Shareholder Relations - Corporate Governance - Director and Shareholder 
Affiliation Policy" 

Any publication into Australia of this document is by MOODYS affiliate. Moody's Investors Service Pty Limited ABN 61 
003 399 657, which holds Australian Financial Services License no 336969 This document is intended to be provided 
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001 By continuing to access 

http://www.moodvs.com


this document from within Australia. you represent to MOODY3 that you are, or are accessing the document as a 
represenlalive of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations 
Act 2001 

Notwithstanding the foregoing, credit ratings assigned on and afler October 1. 2010 by Moody's Japan K K ("MJKK") 
are MJKK's current opinions of the relative future credit risk of entities, credit commitments. or debt or debt-like 
securities In such a case, "MIS in the foregoing statements shall be deemed Lo be replaced with "MJKK' MJKK is a 
wholly-owned credit rating agency subsidiary of MoodY(s Group Japan G K , which is wholly owned by Moody's 
Overseas Holdings Inc., a wholly-owned subsidiary of FXO 

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on (he equity securities 
of the issuer or any form of security that is available lo retail investors It would be dangerous for retail investors to 
make any investment decision based on this credit rating If in doubt you should contact your financial or oher 
professional adviser 
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PPL Corporation 
Allentown, Pennsylvania, United States 

Business Profile 

PPL Corporation (PPL: Baa3 Issuer Raring, stable) is a diversified energy holding company 
headquarrered in Allentown, Pennsylvania. I'PL conducts its regulated businesses in 
Pennsylvania through irs utility subsidiary I'PL Electric Utilities Corporation (PPL EU: Baa2 
senior unsecured, stable). PPL's orher primary subsidiaries are I'PL Energy Supply LLC 
(I'PL Supply: Baa2 senior unsecured, stable) and LG&E and KU Energy LL.C (LJCE: B a d  
senior unsecured, stable). 

PPL Supply is an inteimediate holding company engaged in the generation arid marketing of 
power primarily in the norrheastern and western power markets of the U.S., and in the 
regulated delivery of electricity in rhe U.K. through Western Power Distribution Holdings 
Lrd. (WPD: Baa3 Issuer Rating, stable outlook). 

LKE became a PPL subsidiary November 1, 2010, when PPL acquired E.ON U.S. L.LC 
(since renamed LKE) and its regulated utility subsidiaries Kentucky Utilities Company (KtJ: 
Baal senior unsecured, srable) and Louisville Gas & Electric (LG&E: Baal senior tinseciired, 
stable). I<U and L,G&E operare primarily in Kenrucky, while KU has significantly smaller 
operations in Virginia and Tennessee. We somerimes refer to these entiries as the I h t u c l i y  
utiliries. 
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n Genetally supportive regulatory environments 
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1) Significant capital expcnditure plan 

N Sound liquidity profile 

Increased proportion of regulated businesses 

Volatility and pressure from weak cornmodiries marltets 

Financial nierrics appropriate for the taring 

Reasonable geographic and fuel diversity 

REX t ing R a ti0 i7 a i.c 

PPL's operations consist primarily of regulated utility businesses in the U.S and the U.K., and non- 
regulated merchant generation in the United States. In the recent past, PPL's non-regulated 
operations comprised the majority of its cash flow and assets. In 2009, PPL EU's cash from operations 
represented approximately 32Yo of consolidated total cash flow and 23% of assets, while the CJ.K. 
operations accounted for approximately 13% of cash flow and 21% of assets. The balance O f  55% and 
%Yo, iespectively, was generated by PPL Supply's non-regulated merchant generating business in the 
United States. 

PPL's cash flows, from both regulated and non-regulated operations, have historically been relatively 
stable, reflecting the low-cost nature of the company's generating assets and the Provider of Last Resort 
(POLR) ariangements between its Pennsylvania subsidiaries. Under the POL,R contracts, which 
expired in December 2009, prices were set in conjunction with electric rate caps in PPL's Pennsylvania 
service region. While the P0L.R agreemetics helped to stabilize cash flows and effectively reduced 
overall business risk by providing an offset to the inherent potential volarility of PPL's significant non- 
regulated merchant operation, thc PO1 R contacts also reduced the amount of cash flow that would 
otherwise have come from unregulated operations. For the first nine months of2010, the first year of 
maiket rates in Pennsylvania, we estimate that cash flow from PPL Supply's meichant generation 
operations reptesented ovet 80% of consolidated cash from operations. 

Going foi-ward, we expecr increased volariliry and pressure from chis commodities sensitive business; 
however, rhis risk is mitigated to some degree by PPL Supply's hedging strategy, and on a consolidated 
basis, by PPL's recent acquisition of  regulated operacioiis in  Kentucky. 

As a result of PPL's acquisition of the Kentucky utilities, we anticipate that over 50% of PPL,'s assets 
and cash flows will be associated with regulated operations, with roughly half of that 50% expected to 
come from LKE subsidiaries which is a strong credit positive. Absent the transaction, the regulated 
contributions would have remained significarirly below 50%. The tables below demonstrate PPL.'s 
mix of regulated vetsiis unregulated businesses based on its expectcd EBITDA bclbre and after this 
acquisition. 

7 NOVEMBER 20.20iO C R E W 1  A N A 1  VSIS  CPL CORPORtiTlObl 
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FIGURE 1 8.2 

2OlOE Standalone (’! 
Business Mix 

2OllE Combined 

(1) Based on mid-point of 2010 forecast 

Source. PPL Corporation: Aprrl29,ZOlO Presentation - Value/Balance/Growfli Acquisition oJE.ON U.S. 

Cener-atly Supportive Regulatory Envirorrrrrorais 

As regulated operations represent a signitkant proportion of PPL’s overall business mix, the 
companies’ regulatory relationships are a very important factor in determining its credit quality and 
rating. Overall, PPL‘s regulatory relationships continue to generally be supportive of credit quality. 
PPL EIJ’s transition to competition in  Pennsylvania has gone relatively smoothly, aided by a 
significant decline in commodities prices, which reduced regulated rate shock and encouraged 
“shopping” by PPL.’s POLR customers. PPL also took proactive steps to mitigate the potential shock 
to its customers, introducing phase-in plans that were approved by its regulator. In its U.K. 
jurisdiction, results of the 2009 regulatory review were generally supportive of WPD’s operations for 
the next several years. Meanwhile, the LKE subsidiaries have historically benefitted from credit 
supportive relationships with their principal Kentucky regulator which we expect will be maintained 
under the new PPL ownersliip. 

PPL E U  
Moody’s generally categorizes the Pennsylvania regulatory franiewotk as being about average fot U.S. 
utilities in t a m s  ofsupportiveness of credit quality and ability to recover costs and eatn returns PPL. 
EU has historically received reasonable and timely decisions in its transmission and distribution rate 
cases. In adclirion, the tiansition to market raes within PPL EIJ’s service teriitoiy has gone relatively 
smoothly. 

Given the magnitude of the rate increase that recently occurred for customers in PPL Ell’s service 
rei ritory (approximately 30% for the generacion component), we weie somewhat cautious about the 
potential foi political inteivention; however, chis iislc has subsided significantly with the passage of 
time aid the reduction in  the rriatket price for power. We note, however, that  the expiration of 
generation rate caps applicable to three other large regulated Pennsylvania urilities will not occur until 
201 I and some state legislative proposals related to rate caps and rate increase mitigarion are still 
lingering. 



Pcnnsyfisinia has 1wen rmnsitioning to A dcrcgiltrd marlcet for gcnei.irion rincc 1998. Diuing this time, PPL EU 
rcraind PO1.R re,poi&ilitics in its senisc tci iiiiwy, :rnJ 1+1cr~i~d undcr rate caps for generation. Though 2009, PPL 
F.U met is I'OLR abligiioii via .I I'ciinsylt*aiii!i l'ulrlic Utility Commission (PPUC) approved fued price power supply 

ply. ib dJ.iiiu.ur). I ,  20 l(1, tlic late cap ended a i d  thc POLR agreement w a  
ncd fully into rcr.iil rn.irlcrt compcritinn: Iiowvm-r. PPL EU continues to be the 

t h w  \vas a signifrunt .imounr of' regdato? and kxishrivc concern OPCT the potenrid for rate 
ion aps cxpirrd in l'eimsylvaiia. In 1'1'1. bU's territory lata were at one time expected to 

v.xs however. ~ 1 s o  considcmhlc Icgidatiw and regulatory support Cor the piocess 
axe I,? lo\\-cr coniniodiris p i c a  along with proactive steps taken by PPL to 

lkginning in early ZOOS, PPL EU conductd 3 sciia of clccxricity purchases through a competitive bidding process. In 
Novunkr 2008, lcgishion W;LS p n s d  csmblishing guidelines for all ddivmy utilities to follow when acquiring power 
rupplitrj beyond 20!0 v&& includr; a prtscrihed nlixrure oflong-term, short-term and spot putchmes PPL's power 
purchasc plan, which wm approved by the PPUC. included a staggered bidding process involving a nuniber of power 

cd by PPI. EU xo suppliers. Fur irs 2010 power iequirement, PPL EU completed six planned auctions, 
% uf die cspcctcd nods. TIIC company hLq dqo completed five solicitations for the January 201 1 through 

od, securing about 80% of iu ~io\vcr supply h r  the first five months of 201 1. The price orpower 
pronitnl in the last auction cornplcrd in July w ~ \  W . 2 5  per MWh for rcsidcntial customers, while the average prices 
tbr rhc six 20 10 load solicitations was Y39.4S per MWh for residential customers 

In an cfforr niidgitc rhc cunrinicr impan ortlic anricipaud 2010 rate increase, PPL EU took proactive steps and 
implmienrcd nvo p m p m s  in 2008 and 2009. The advmce.paymcnt program, approved by PPUC in August 2008, 
allowed customen rQ mnkc prepayments roward rlicir 2010 and 202 1 electric Itills to enable them to paya portion of 
the nnricipared incrasc ovcr 39 rnondq bcginiiirig October 1, 2008. Appraximardy 10% of the customers took 

p h i .  PPI, EU h a  LLo implcmcntcd a second "opt-in" program, whcrcbp customers could elect to 
0 rate increase in exccss of 25% ovcr one to nvo years. At December 31,2009, PPL EIJ had recorded a 
6 million fcir these program. Givcn the dtclinc in  .wholrsalc power prices (around 22% lower in PPL EU's 
ion vusus initid 2010 procuieinwiis). die risk of additional a h  dcfrrrnls is now significandylower 

rigmt IO m c  shock ir the Lcr r!iar apptoximmly 30% of PPI. EIJk customers have selected an 
alrcznarr compctirive rlmric supplier, wliich represents about 48% of the total retail load in its service territory. 
Gencntion mtes for rhex consumers mics arc gcnenlly around 10% lower than they would have been with PPL EU as 
:heir povidcr. Customer "shopping", however, should have limited impact on the operating results of PPL EU, as cost 
Dfpowt fcir gcncration is dtiinatdy passed through to customers without margin. 
~ - _ I I  - _____^_.--_II_I-__________-_____ ~ 

PPL EU's transmission and distribution late proceedings have generally been non-contentious. 
Pennsylvania distribution cases have rypically been rendered in less tlian one year with authoked 
increases in excess of two rhirds of [he requested amounts. In its cuirent case, filed March 2010, PPL 
EU requested a $114.7 million revenue increase. based on 11.75% ROE and 45.37% equity ratio. 
Although the requesred increase repiesents a 1.3 4% increase in distribution rates, PPI, EU estimated 
tha r ,  after consideration of ihe lower prices of power pr<iciired for 2.0 11 versus 20 10, ics custctmers' all- 
in costs would increase by only approxiimcely 2.4%. Under reinis o r a  sectlenienL agreemenr ieached 
in August 2010, PPL E.U will receive a bnse rate increase ofS77.5 million (approximately two thirds of 
the originally requested amount). The settlenienL was signed by PPL. IXJ, the Pennsylvania Office of 
Consumer Advocate (OCA), and the PUC Ofke of Trial Staff, and an Administrative Law Judge 
(AT J) has recommended rhc settlement be approved. The co~nparlp anticipares a PPUC decision by 
the end of 2010, with new rates effective January 201 1 .  

Transmission rates are determined by the Federal Energy Ilegulatoiy Commission (FERC). In 
October 2,008, FE.RC granred PPL EU's ieqimt to esral~lisli its transmission races via a fonvard 
looking formula wirh annual true-ups, which FERC: ha? encouraged as a means r o  promote investment 



in transmission. FPRC has also awaided incentive rate tieatment for PPL EU’s participation in a large 
PJM approved transmission pioject. The PPUC allows PPL EU rider iecovery of any FERC, approved 
transmission charges wirhin its Pennsylvania retail rates. 

KU and LGOcE 

The inclusion of the Kentucky utilities in the consolidated PPL family is viewed positively in terms of 
oveiall regulatory suppottiveness. Over 90% of LKE’s cash flow is generated by its operations in 
Kentucky, a regulatory environment Moody’s considers to be relatively suppoi tive to long-term credir 
quality with KU and LGBrE’s regulatory relationships viewed as above the average for US.  state 
1 egulated utili ties. 

In Kentucky, rate cases are generally required ro be settled within one year, ronstruction work in 
progress is generally allowed in rate Lase, and the Kentucky Public Service Conimission (IQSC) has 
approved various tiacking mechanisms that provide for timely cost recovery, and return on investment 
outside of a m e  case, which significantly reduces regulatory lag. 

In its July 2010 older the I<PSC approved electric and gas rate increases for LG&E and KU which 
totaled approximately 75% ofthe amounts requested in Januaiy 2010. The approved ROE ranges 
were 9.75% - 10.75%. As part of the KPSC approval of PPL‘s acquisition, the utilities have agreed to 
a base rate moratorium through January 2013, and a sharing of any earnings in excess of 10.75%. The 
agreement has no impact on the utilities’ ability to seek late adjustments through their existing he1 
and environmental cost adjustment mechanisms. 

Approved tracking mechanisms in LG&E’s and KU’s electric rates include a Fuel Adjustment Clause 
(FAC), a Environmental Cost Recovery Surcharge (ECR) and a Demand-Side Management Cost 
Recovery Mechanism (DSM). The FAC is adjusted monthly and allows the company to adjust rates for 
the difference benveen the kiel cost component of base ntes and rhe actual fuel costs. Additional charges 
(or credits) to custoniers occur if actual fuel costs exceed (or are below) the embedded cost component. 
The KPSC requires public hearings at six-month intervals to examine pasr fuel adjustments. 

The ECR provides L.G&E, and IUJ recovery of costs associated with complying with the Federal Clean Air 
Act and any other environmental requirement which applies to coal combustion wastes and byproducts. 
This is an important factor given that the two Kentucky utilities continue to invest significantly in 
emission control devices. Proceedings are conducted every six-months to evaluate the operation of the 
ECR. Theii rates also include a DSM provision which includes a rate mechanism rhat provides for 
concurrent recovery of DSM costs and provides an incentive for implementing DSM programs. 

LGSrE’s natural gas Iates conrain a Gas Supply Clause (GSC) that provides for quarterly rate 
adjustments to reflect the expected cost of gas supply in that quarter. The GSC also includes a 
mechanism whereby any over (or tinder) recoveries of gas supply costs from prior quarters is refiinded 
(or recovered) fiom ratepayers. 

WPD 

Moody’s scoies WPD’s regulatory environment as above average as compared to most IJ.S. state 
regulated utilities because it is well established and very tiansparerit. The electricity distribution sectoi 
in Gieat Britain is regulated by the Ofice  of‘(& tk Ekcrriciry Markets (Ofgem) under the Electriciry 
Act 1989, the IJtilities Act 2000 and the Energy Act 2004 and 200s. Ofgem has a track record of 
taking a sophisticated and iterative approach, including shared financial n~odels. The regulatory 
framework is Lased on five..yearly settlcnients that define the companies’ revenue entitlenienr based on 



an assumption of efficient costs (which in turn stems from henchmarlting against peers as well as 
independent cost assessment) and a fail return on its capital employed (or RAV) which incorpoiates 
the required investments. [Jnder this framework, the iegulated electiiciry distribution nenvork 
operators (DNOs) are subject to efficiency urgers. Thus, a key challenge f o r  management is to ensure 
that its DNO subsidiaries Western Power Distribution (South Wales) (WI’D South Wales) and 
Western Power Distriburion South West (%‘I’D South West) remain well posicioned, in terms of 
relative efficiency and capital structure, to accommodate the outcome of future price reviews. 

Thc Final Proposals announced by Ofgem in December 2003 set the price limits for the DNOs in 
Great Britain for the five year regulatory period from 1 April 2010 to 31 March 2015 (‘DPCRS’). 
Over that period, WPD South Wales and WPD South West will be allowed to raise prices (after 
revenue profiling) by 6.2% and 7.5% per annum above inflation, respectively, mainly to fund 
substantial increases in network investments. Total expenditure allowed by the regulator was only 
about 1% lower than the DNOs’ combined request. This conipares favorably with the total allowance 
for rhe whole industry, which was 8.4?40 lower than requested, and reflerts the strong level of cost 
efficiency at WPD South Wales and WPD South West. 

While the headline return allowed by Ofgem of 4.0% (post-tax) is materially lower than in the 
previous regulatory period (‘DPCR4’), Moody’s notes chat the DNOs have been allowed some 
additional income for, among other things, DPCR5 cost forecasting under the Information Qiialiry 
Incentive (IQI) mechanism and histoiical quality ofservice (CI & CMLJ. For the WPD Group, such 
additional revenues could amount close to f 8 0  million (in 2007108 prices) in aggregate over the price 
control period. The Final Proposals also provide a number of incentives that could significantly 
improve returns for the best performing companies in the form of additional revenues and the 
retention of certain COST efficiency savings. 

In addition, revenue risk has been somewhat reduced as the volume revenue driver that existed in the 
previous regulatory period (where revenue allowance was partly linked to the volume of electricity 
distributed) has been removed for DPCR5. DNOs continue to have very limited exposure to power 
prices and continue to benefit from a correction factor aimed at offserting the potential mismatch 
benveen allowed and collected revenues 

- .~ 

Votatility and PE‘r-cSUl’e from Weak Commodities Markets 

With the recent Kentucky utilities acquisition PPL‘s nietchant generation business still comprises a 
significant percentage of its consolidated operations. Although PPL‘s consolidated cash flows should be 
more stable and predictable 3s a iesult of the acquisition, PPL Supply remains susceptible to volatility 
and pressure as a result of its exposure to commodity p ice  cycles. 

Through 2009, I’PL Supply was selling the majority of its output under fixed price contracts with its 
affiliate, PPL EU. As a result of this arrangcnienc, PPL. Supply’s cash flows were relatively predictable, 
bu t  not as robust as would be expected fol a Baa2 iated independent unregulared wholesale generating 
company. 

2010 marks the first yeat that PPL. Supply has bccn ablc to sell the majority of its generation supply at 
market rates, and although inarltet prices have declined from rhe highs experienced in 2008, the 
company’s thrcc year rolling lrcdgc srraregy resulted in year to date cash flow that is much more robust 
than prior years. As marlet prices have declined, so have rhe values for which PPL Supply has been 



i . 

able to Iiedge it5 Future production. As a r e d ,  cash flow in 201 1 arid 2012 is expeited to be 
significaiitly lower chan what is anticipated for calendai year 2010. 

PPI, has indicated its strong intent to maintain credir metria appropriate for its racings. To r h e  extent 
PPL Supply’s cash flow remains under pressuie, it may require tnanagenient to alter capital 
expenditure and financing plans for this subsidiary, in order to maintain the curienr Baa2 senior 
unsecured rating. 

The table below summarizes PPL Supply’b hedged position as of Ocrobe! 2010’. Although, PPI’s 
expected hedge prices have declined, the values still remain somewhat greater than iiiarlcer prices. For 
example, a t  the time the data below was presented, PPL Supply saw PJM around the clock average 
prices ar $41 in 201 1 and $43 in 2012 versus an expected aveiage price in the east of$G3 in 201 1 and 
$64 in 20 12. If market prices remain a t  these levels, pressure on PPL Supply’s cash flows will conrinue. 
For 2012, which is less hedged, PPL. Supply is more susceptible to additional margin deterioration. 
Cash flow in these year5 may be more similar to what was experienced in 2008 and 2009. 

TABLE 1 

PPL Supply Segment Asset Hedge Positions 
2010 2011 2012 

Baseload 
Expected Generation * (Million MWhs) 50 3 51 4 54.7 

East 41.7 43 1 46 2 

West 8.6 8.3 8 5  

Current Hedges (%) 100% 97% 68% 

East 100% 98% 63% 

West 700% 94% 94% 

Average Hedged Price (Energy Only) (SIMWh) s 59 $ 56 s 5% 

East $ 60 S 56 5 59 

West 5 50 s 54 s 54 

Expected Average Price (Fully Loaded) (S/MWh) S 68 $ 61 S 62 

East ** S 71 s 63 S 64 

West s 50 s 54 s 54 

% Hedged through Swaps/Options Energy Transactions 97% 96% 67% 

% Hedged through Load-following Transactions 3 yo 1% 1% 

Intermediate / Peaking 
Expected Generation [Million MWhs) 6 7  5 3  5.3 

Current Hedges (%) 87% 1% 0% 

Asof October20, 2070 

* Represents expected sales based on cuirent business plan assumptions 
**  Represents energy, capacity, congestion, and other revenues 
Source PPL Corporalivri 2010 3rdQuarierEmimgs Slide (Ocrober 28,2010) 

’ 1’I’L’s longei ddred hedges are primarily opt ions  h ,ed  1 his wdtesy i s  iniendd to reduce margin requireinciic\, piurect downside r t q h  and prcrenes 
borne upside, however, i t  alqo creates some variability in rhc hedged values I he hedged price< prcscnred represent prohabiliwc outcomes based on 
individudl hedge pararnctcrr and PPI-’< vicw of the liltely movcrnmt at forward rnaikcr prices Although PPI gencrdly cctahIi5hct a floor ar proailing 
niarltec I e \ ~ r l s ,  depending on fartois buch as time to cwrcisc and niaiket volatility, hedge$ may hr npected co serrle at vduec that die  diffeicnt than the 
floor or ceiling prices dt the time the hedge \\’as pur in place 

7 NoVil4iiEl: 3G 2010 
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Financia! Metrics Appropriate f5r the Rating 

I'PL. consolidated credit metria are expected to remain within the Baa ranges identified in Moody's 
August 2009 Rating Methodology for Regulated Electric and Gas Utilities. PPL's consolidated ratio 
of cash blow excluding changes in working capital (CFO pre-WC) to debt, calculated in accordance 
with Moody's standard analytical adjristmenrs, and including the Kentticky utilities, is expected to 
remain in the mid-teens, while its interest coverage ratio is expected to stay above the 4 times level. At 
PPL. EU, credit metria are expected to decline significantly from their current robust levels, with CFO 
pre-WC to debt moving into the low-to-mid teens. The credit metrics of PPL Supply are calculated 
on a consolidated basis, incorporating its ownership of \VI'D. Although WPD provides a soiirce of 
stable regulated cash flows, it is also more highly leveraged than would be appropriate for a similarly 
rated merchant generation company. In 2009, WPD contributed approximately 30Yo of PPL Supply's 
CFO pre-WC and represented approximately 35% of its long-term debt outstanding as of December 
31st. For the twelve months ended September 30, L010,we estimate the ratio of PPL Supply's CFO 
pre-WC/debt excluding WPD to be approximately 270/o. 

.-."_. .."__ -I_ "--. 
TABLE 2 

CFO Pre-WC Interest Coverage 
2007 2008 2009 LTM 9/30/2010 

PPL Corporation 4 ox 3 7x 4 4x 4 2x 

PPL Electric Utilities Corp 5 5x 5 5x 4 9x 3 8x 

PPL Enerrrv Supplv, LLC 4.4x 3.3x 3.4x 4 . 6 ~  

3 2x 3 5x 3 6x NA - Western Power Distribution Holdings Ltd 

TABLE 3 

(CFO Pre-WC - Dividends) / D e b t  
ZOO7 200B 2009 LTM 9/30/2010 

PPL Corporation 16% 11% 13% 14% 

PPL Electric litilities Corp 28% 15% 12% 

PPL Energy Supply, LLC 9% 4% 0% 9% 
___"__l_- 

23% -..II_ 

Western Power Distribution Holdings Ltd 12% 15% 13% NA 

__-l_ll--llll.l _.I .-.- 
TABLE 4 

CFO Pre-WC / Debt  
2007 ZOO8 2009 LTM 313012010 

21% 16% 19% 19% P P L  Corporation 
PPL Electric Uttlities Corp 35% 28% 29% 18% 

- - 

PPI Energy Supply, LLC 22% 15% 13% 22% 

Western Power Distribution HoldinRs Ltd 14% 17% 14% NA 

.-.- ---__-_- --_-_____ --- 
TABLE 5 
Debt  / To ta l  Capital izat ion 

2008 2009 ILTM 9/38/2010 

51% 59% 55% 53% PPL Corporation 

PPL Electric Utilities Corp 45% 50% 43 % 42% 

___________ 2007 _- 
-___ - -_l__.~l_-l 

54% 54% 41% PPI. Energy Supply, L l C  46% 

Western Power Distribution Holdings Ltd 76% 66% 72% NA 
__._________I .__ _- 



TABLE 6 
Baa-rated parent. companies (sorted by %year average) 

CFO Pre-LVC 1 Debt 

C.omoanu Unsec Ratinp. Outlook 5vr Avp 3vr Av: 2009 LTCl 2010 

Exelon Corooration Baal Stable 323% 341% 360% 326% 
-~ 
Duke Enerev CorDoration Baa2 Stable 247% 277% 225% 215% 

~~ 

245% 267% 26 1% 233% 

Baal Stable 243% 233% 220% 2 0 0 %  
_II -- PC&E Corporation Baal Stable 

Sernpra Energy 

Entergy Corporation Baa3 Stable 220% 21 9% 218% 275% 

Public Service Enterprise Group Baa2 Stable 176% 202% 191% 213% 

Xcel Energy Baal Stable 198% 200% 201% 207% 

PPL Corporation Baa3 Stable 186% 188% 188% 17.5% 

__-- 

kmeren Coiporation Baa3 Stable 189% 173% 20.8% 228% 

Edison International Baa2 Stable 188% 173% 18 1% 18.7% 

Baa2 Negative 170% 154% 119% 168% 

FirstEnergy Corp Baa3 Stable 165% 152% 157% 146% 

American Electric Power Company Baa2 Stable 154% 15 1% 176% 165% 

Progress Energy Baa2 Stable 154% 151% 169% 160% 

)ll_”ll __l_l_l_ 

SCANA Corporation 

-. 

MidAmerican Energy Holdings Co Baal Stable 127% 137% 166% 15.5% 

Dominion Resources Baa2 Stable 14.5% 126% 181% 122% 

Source Moody’s 

Strategically Positioned and Relativeiy Diverse Generation Partfolio 

With approximately 10,700 MWs of wholesale generation resources located primarily within the 
highly liquid and transparent PJM market along with the strategic positioning of PPL. Supply’s assets 
in Montana, we consider PPL’s wholesale market and competitive position to be relatively strong. 
PPL also has generating facilities in New Jersey, Vermont, and New Hampshire. 

PPL’s regulated Operations are conducted in Pennsylvania, the LJ.K,, Kentucky, Tennessee and 
Virginia, with its regulated gcneration assets concentrated in Kentucky. 



FIGURE 3 
1J.S. Service Terr i tor ies 

Note: PPL's pre-acquisition territory on the map only includes regulated and iinregulated activities in Pennsylvania 
Source: PPL Corporation. April 29,2010 Presentation - Value/Balance/Growth Acqulrltion ofLXE 

PPL benefits from a relatively diverse portfolio of fuel resources, including coal, nuclear, gas, and 
hydro, albeit with a significant exposure to carbon intense Fuels, which has been increased as a result of 
its acquisirion of the Kentucky utilities that produce over 90% of their energy from coal. 

TABLE 7 

PPL Generat ion Assets 

ByFuel T j e  
Nuclear 2,206 21% 

(Pre-Acquisition) Total Syzlern Capacity (MW)' 

_. l_-__l_.- 

Coal 4,179 39% 

Natural Gas 1,383 13% 

Natural Cas / Oil 2,137 20% 

7% Hydro 

Other 57 1% 
___ 776 -_ - -___I_-__- 

Total 10,738 100% 

Byiocation 
Pennsylvania 9,443 88% 

Montana 1,286 12% 

New lersev 5 0% 

Vermont 3 0% _____ -- -I____ I I______ __ ____ - - ____ - ________ - 
New Hampshire 1 0% 

____- 
Total 10,738 700% 
* Winter ratlrlg syslern rdpaclty a t  Deceinirer j l .ZQG9 Exdudel ahels  thdt ~ ~ r e  held for iaie or tlldt have been divested in Connecticut. New 

-- 
York. Maine Pennsylvania, and lilinois 

Source PPL Corpordbon 

E2 
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TABLE 7 

PPL Generation Assets 

IPre-Acouisition) i o t a (  System Capacity (I&?'$/)' 

fkwetrin Kentuckyl 

8v Fuel Tvpe 
Nuclear 0% 

5,267 70% Coal 

Natural  Cas 2,164 29% 
__l__l_ 

7% Hydro 
Total 7,507 700% 

___ 76 - 

Source. LKE 

~ ... . . .. -. ... .-... .... 
SigrtificaW Capl.kal Expenditure P h i  

For the thiee year period of2010 to 2012, PPL plans to invest a total ofabout $7.2 billion in capital 
expenditures, comprised of approximately $5.3 billion for its non-Kentucky subsidiaries and $1.9 
billion for  the LKE subsidiaries. Significant components of the capital budget include plans for 
approximately 239 MW of incremental capacity at PPL Energy Supply (primarily hydro and nuclear 
uprates) and PPL EU's replacement of aging transmission and distribution assets along with its PJM- 
approved transmission project involving the joint construction of a 1 SO-mile, 500-KV line between its 
Susquehanna substation in eastern Pennsylvania and the Roseland substation in northern New Jersey. 

The $1.9 billion plan for the LKE subsidiaries relates to on-going construction of distribution assets, 
and the redevelopment of the Ohio Falls hydroelectric facility at LG&E, ash pond and landfill 
projects, and the installation of Flue Gas Desulfurization systems at several of KU's generating units. 
Continuing regulatory support for the regulated operations' capital projects and PPL management's 
well-balanced financing strategy will be integtal to the company's future credit profile. 

..-- .- 
TABLE 8 
Capital Expenditures: 2010 - 2012 

Total 
2010-2012 

_I 

(S Million) 2010 201 I 2012 

_ _ ~ - -  PPL Family (ex LKE) 
Generating facilities $671 5673 $507 $1,851 

Transmission & Distribution 675 853 913 2,441 

Environmental 63 19 99 181 

Other 115 108 106 329 

$4,802 Sub-Total $1,524 $1,653 $1,625 

Niirlwr Fuel 151 173 17 1 495 

___^__--- _ _ ~  _ _ _ _  -. 

-- __I___-_________-_--.-__ ___ 

Total $1,675 $1,826 $1,796 $5,297 

LG&E and KU Enerm $610 $651 $661 $1,922 

Total $2,285 $2,477 $2,457 $7,219 
Sources PPL Carp f0-Q (3Q 20/0) 6. E ON US Acquisition Presenlafion (April 29 2010) 
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Sound Liquidity Profile 

PPL maintains an adequate liquidity piofile, with sufficient credit facilities to support its operations. 
On a consolidated basis in  2009, cash flow honi opeiations of approximately $1.9 billion was 
sufficient to cover PPL's outlays including appioximately $ 1.2 billion of capital expenditures and 
approximately $520 million ofcornmon stock dividends. In 2010, cash flow is expected to be well in 
excess of $2 billion which will be more than sufficient to cover capital expenditures and dividends for 
the yeai. In 20 1 1, primarily as result of lower merchant power prices, PPI 's consolidated cash flows 
are anticipated to decline, and ale not expected to cover planned capital expenditures (including those 
at LKE) and common dividends Shortfalls are expected to be met via a combination of debt and 
equity financing. 

During 2010, PPL's acquisition of LKE required approximately $6.8 billion which was funded via a 
balanced Combination of debt and equity. In June 2010, PPL completed the sale of 103.5 million 
shares of common stoci< and issued approximately $1.15 billion of equity linked debt securities, 
generating total proceeds of approximately $3.5 billion in permanent capital. Also in June PPL. 
obtained a new $4 billion credit facility at PPL. Supply, which was executed on October 19th with 
appioximately $3 billion drawn to initially complete the I X E  acquisition on November 1st. PPL 
subsequently issued approximately $1.5 billion of first mortgage bonds at KU, $535 million of first 
mortgage bonds at LG&E and $875 million of senior unsecured notes at LKE which were used to 
repay the PPL Supply credit facility. O n  Noveniber 18"', PPL reduced the size of PPL Supply's 
revolver to $3 billion. 

As a holding company, PPL's primary source of liquidity is the dividends it receives from its operating 
subsidiaries. In 2009, PPL received dividends of approximately $1.2 billion, including approximately 
$940 million from PPL Supply plus approximately $290 million from PPL EU, which was more than 
sufficient to cover its overhead costs, interest expense at PPL Capital Funding of approximately $40 
million, as well as dividends to common shareholders of approximately $520 million. We anticipate 
2010 full year dividend funds will again be sufficient to cover overhead costs, interest expenses a t  PPL 
Capital Funding and PPL.'s common stock dividends. Going forward, we expect total dividends from 
subsidiaries (including LKE) to be approximately $900 million, sufficient to cover common dividends 
of approximately $700 million and parent level interest expense of approximately $145 million. 

While PPL has no parent level debt outstanding, it does fully guarantee all of the debt a t  PPL, Capital, 
which has no debt maturities until 2047. At the subsidiary level, PPL EU's nearest debt maturity is 
November 20 13, when $400 million of senior secured notes are due. At LKE, the nearest maturities 
are $400 million ofsenioi unsecured notes due 2015, and $250 million of first mortgage bonds at 
each of IUJ and L.GE. also due  in 201 5. PPL Supply's nearest debt maturity is $500 niillion of senior 
notes due November 201 1. At PPL's 1J.1<. subsidiaiies, there is no maturing debt until 2017. The 
1J.K. sribsidiaiy debt continues to be non-recourse to PPL Supply or PPL. 

As of Sepreniber 30, 20 10, PPL's subsidiaries had exterrial liquidity facilities totaling appioxiiiiately 
$4 6 billion in committed facilities to support their short-term liquidity needs, of which approximately 
$4.1 billion was immediately available. These facilities were scheduled to expire between 201 1 and 
2013. 
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TABLE 9 

Liquidity Profile as of September 30,2010 
Cash and Cash Expiraton Totd l  Borrowings Unused 

[$ Million I f  Million) Equivalents Credit Faciliry Date Capacity LCS Caparity 

PPL Corporation $4,853 None NA NA NA 

PPL Energy Supply, LLC $4,442 5-year Credit Facility Juri-12 $3,225 $5 $3,220 

3-year Bilateral Credit Facility Mar-13 $200 $85 $115 

5-year Structured Credit Facility Mar-11 $300 $143 $157 

$3,725 $233 $3,492 

5177 
_I 

PPL Electric Utilities Corp. $297 5-year Credit Facility May-I2 $190 $13 -- 
Asset-backed Credit Facility Jul-11 $150 $0 $150 

f188 3-year Credit Facility J t~ l -12  f210 f0 f21O 
-. 

I__ - WPD Holdings Ltd. 
~ - I  

5-year Credit Facility Jan-13 f150 f l 2 l  €29 

f60 Uncommitted Credit Facilities €63 f3  

Total I4l $4,698 $431 $4,266 

______I-_ I_________ -.-I_ 

- ______II- .-- 

[I] Credit facility information includes domestic facilities only Cash-on-hand information includes cash held by WPD Holdings 

121 In October 2010, PPL Energy Supply terminated the $3 2 billion 5-year facility and installed a $4 billion facility PPL Energy Supply subsequently borrowed 53 2 billion from the new 

131 Out of the 5340 million facility capacity, the 5190 million 5-year facility expiring in May 2012 has been replaced by a new $200 million facility expiringin December 31,2014, upon the 

141 US0 to UK Pounds conversion rate was approximately 1496, implied by PPL's disclosure of liquidity figures in both currencies in its 3Q 2010 10-Q 

revoiver to  help fund a portion of financines required for E ON U S acquisition 

close of E ON LJ S transaction 

In conjunction with the E.ON IJ.S. transaction, PPL replaced and extended the majority of its 
domestic facilities. PPL Supply's previous $3.2 billion 5-year facility w3s replaced by a new $4 billion 
facility expiring December 2014, and PPI. EU's previous $1 90 million facility was replaced by a new 
$200 million syndicated facility also expiring December 2014. PPL, also established a $400 million 
four-year crcdit facility at cach of LG&E and I W .  

In  addition to the new $4 billion 5-year facility (subsequently reduced to $3 billion), in November 
2010, PPL Supply's marketing subsidiary, PPL, Energy Plus LLC, put in place an $800 million secured 
energy marketing and trading facility, guarantced by PPL Supply, which company will ablc to use to 
satisfj. collateral posting obligations with counrerparties participating i n  the facility. The facility 
cspiies in Octobei 2015. 

PPL's credit facilities each contain one financial covenant; a maximum debt to capitalization ratio of 
65% at I'PL, Supply and 7096 at LG&E ant1 1U.J. None of these hcilirirs, however, contain a material 
adverse change (MAC) c h s e .  

I 
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T A K E  10 

Domestic Credit Facilities as of November 1, 2010 (Post Acqusition) 

Eniitv Facility Exoiration Date Total Facilities 

PPL Energy Supply, LLC Multi-year Credit Facility Dec-14 5 4000 * 
3-year Bilateral Credit Facility Mar-I3 200 

__ 

Secured Trading Facility Sep-15 800 

5,000 

Multi-year Credit Facility Dec-14 200 

__ - __" 

-_I_____ 

.-- - P P L  Electric Utilities Corp. 

Asset-backed Credit Facility Jul-11 150 

Louisville Gas & Electric Multi-year Credit Facility Dec-14 400 

Kentucky Utilities Multi-year Credit Facility Dec-14 400 

-- 
- 

Total Domestic Credit Facilities $6,150 

* Reduced to 53 billion as of NovernberlB, 2010 

PPL Corporation is well positioned at its Baa3 Issuer Rating. The rating and stable outlook is 
supported by the additional regulatory scale, diversity and cash flow predictability that conies from its 
acquisition of the Kentucky utilities and our expectation that going forward, over 50% of PPL's assets 
and cash flows will be associated with regulated operations, a strong credit positive. Regulatory 
relationships will continue to be a key factor driving ratings, particularly as PPL implements significant 
capital expenditure programs at all of its utility subsidiaries. PPL's wholesale generating subsidiary, 
PPL Supply, benefits from a relatively strong market and competitive position stemming fiom its base- 
load generation portfolio which is located primarily near load serving entities within the highly liquid 
and transparent PJM market. However, the company still faces challenges from weakened 
commodities markets which are likely to put pressure on its credit metrics and may require 
management to alter capital expenditure and/or financing plans to maintain PPL. Supply's current 
Baa2 senior unsecured rating. 



PPL Corporation 
(S Thousands, as Adjusted) 

- 200G 2007 2008 2009 LTM3Q10 

Interest Expense $516,236 $576,020 $611,169 $532,483 $668,964 

CFO $1,860,149 $1,562,472 $1,622,326 $1,914,660 $2,354,917 

$161,000 $(178,000) $(9,000) $106,000 $189,000 Change in w/c 

CFO-W~C $1,699,149 $1,740,472 $1,631,326 $1,808,660 $2,165,917 

Change in other A&L $(5,000) $(110,000) $(87,000) ~(3,000) ~(193,000) 

FFO $1,704,149 $1,850,472 $1,718,326 $1,811,660 $2,358,917 

Dividends $(394,816) $(453,472) $(489,660) S(515.660) 5(517,917) 

CFO-wlc-dividends $1,304,333 $1,287,000 $1,141,667 51,293,000 $1,648,000 

RCF (FFO-DIV) $1,309,333 $1,397,000 $1,228,667 $1,296,000 $1,841,000 

CaDEx $(1,431,333) $(1,702,000) $(1,741,667) $(1,297,000) $(1,453,000) 

As RDt Gross Debt $7,835.000 $7,568,000 $7,838,000 $7,143,000 $8,839,000 
~~ 

As Rpt Total Debt $7,877,000 $7,660,000 $8,517,000 $7,782,001) $9,020,000 

Change in Debt S(217,OOO) $857,000 $(735,000) $1,238,000 

Pension Adjustment $370,000 $69,000 $904,000 $1,290,000 $1,290,000 

$470,916 $478,430 $478,430 Lease Adjustment 

$751,000 

Total Adjustments $1,094,730 $537,071 $1,425,916 $1,819,430 $2,519,430 

_l_l_- 

$423,730 $417,071 -- 

- Other Adjustment $301,000 $51,000 $51,000 ssi,ooo 

Total Adj Debt $8,971,730 $8,197,071 $9,942,916 $9,601,430 $11,539,430 

Minority interest $60,000 $19,000 $319,000 $319,000 $268,000 

Total Adi Equity $5,122,000 $5,761,592 $4,987,069 $5,410,592 $7,538,592 

Deferred Tax Liability (LT) $2,331,000 $2,180,408 $1,742,931 $2,143,408 $2,458,408 

Total Adj Capitalization $16,484,730 $16,158,071 $16,991,916 $17,474,430 $21,804,430 

(CFO-w/c t interest) / interest 4 3x 4 ox 3 7x 4 4x 4 2x 

21 2% 16 4% 18 8% 18 8% 18 9% (CFO-w/c) / Debt 

19 0% 22 6% 17 3% 18 9% 20.4% FFO / Debt 

( 0 - w / c  - Dividends) l Debt 14 5% 15 7% 11 5% 13 5% 14 3% 

RCF / Debt 14 6% 17 0% 12 4% 13 5% 16 0% 

--____ ___ - 

-___-____ _~ 

__- 

Debt / Capitalization 54 4% 50 7% 58 5% 54 9% 52 9% 

FCF I Debt 0 4% -7 2% -6 1% 1 1% 3 3% 
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PPL Electric lltilties Corporation 
($ Thousands, as Adjusted) 

2006 2007 2008 2009 L T M 3 Q l O  

interest Expense $160,526 $142,813 5140,324 $ 143,108 $123,997 

CFO $579,474 5560,188 $640,188 $286,188 $328,188 
Change in w/c $15,000 $(76,000) $13,000 $(275,000) S(21.000) 

$561,188 $349,188 CFO-W/C $564,474 $636,188 $627,188 

51,000 $(58,000) $1 1,000 - 
Change in other A&L S( 13,000) $1,000 

FFO $577,474 $635,188 $616,188 $560,188 $407,188 

- Dividends $(110,141) $(129,188) S(108.188) $(284,188) $(126,188) 
CFO-w/c-dividends $454,333 $507,000 $519,000 $277,000 $223,000 
RCF (FFO-Div) $467,333 $506,000 $508,000 $276,000 $281,000 

CapEx $(296,333) $(286,000) $(275,000) $(298,000) $(363,000) 

As Rpt Gross Debt $1,978,000 $1,674,000 51,769,000 $1,472,000 $1,472,000 

As Rpt Total Debt $2,020,000 $1,715,000 $1,864,000 $1,472,000 I $1,472,000 

Change in Debt $(305,000) $149,000 $(392,000) $ -  

__ Pension Adjustment - s -  $ - $264,600 $309,400 $309,400 
lease Adiustment $66.000 s -  s -  5 -  s -  
Other Adjustment $125,000 $125,000 $125,000 $125,000 $125,000 
Total Adjustments $191,000 $125.000 $389,600 $434,400 $434,400 

Total Adj Debt $2,211,000 $1,840,000 $2,253,600 $1,906,400 $1,906,400 

Minority Interest s -  $ -  s -  $ -  s -  
Total Adi Equity $1,434,000 $1,461,000 $1,521,000 $1,771,000 $1,815,000 

Deferred Tax Liability (LT) $814,000 $763,000 $767,000 $769,000 $811,000 

Total Adj Capitalization $4,459,000 $4,064,000 $4,541,600 $4,446,400 $4,532,400 

( 0 - w / c  + Interest) / Interest 4 5 x  5 5x 5 5x 4 9x 3 8x 

(CFO-w/c) / Debt 25 5% 34 6% 27 8% 29 4% 18 3% 

21 4% FFO / Debt 26 1% 34 5% 27 3% 29 4% 

11 7% (CFO-w/c ~ Dividends) / Debt 20 5% 27 6% 23 0% 14 5% 

RCF / Debt 21 1% 27 5% 22 5Y" 14 5% 14 7% 

.- _-I__- 

-- 

Debt / Capitalization 49 6% 45 3% 49 6% 42 9% 42 1% 

FCF / Debt 7 8% 7 9% 11 4% -15 5% -8 4% 



---" .- 
PPL Energy Supply, LLC 
(S Thousands, as Adjusted) 

2006 200i 2006 2009 LTI.130 IO 

$307,216 $363,000 $445,317 $389,640 $452,027 Interest Expense 

CFO S 1,331,667 $1,115,000 $1,088,966 $1,481,072 $1,907,072 

$140,000 $(124,000) $78,000 - $533,000 $299,000 

$1,191,667 $1,239,00Q $1,010,966 -~ $948,072 $1,608,072 

Change in other A&L $(14,000) $(SS,OOO) $(170,701) $(261,928) $(250,928) 

$1,205,667 $1,324,000 $1,181,667 $1,210,000 $1,859,000 FFO 

Dividends * S(712,OOO) $(759,000) $(750,000) S(943,OOO) __ $(968,000) 

$479,667 $480,000 $260,966 $5,072 $640,072 CFO-w/c-dividends 

RCF (KO-Div) $493,667 $565,000 $431,667 $267,000 $891,000 

$(1,037,667) $(1,379,000) $(1,431,667) S(968,OOO) $(1,056,000) CapEx 

$(418,000) $(1,023,000) $(1,092,701) $(429,928) $(116,928) FCF 

Change in wlc 

CFO-wIc 

As Rpt STD s- -- $51,000 $584,000 $639,000 $181,000 

As Rpt Gross Debt 55,376,000 $5,070,000 $5,196,000 $5,031,000 $5,562,000 

As Rpt Total Debt $5,376,000 $5,121,000 $5,780,000 $5,670,000 $5,743,000 

Change in Debt s(255,OOO) $659,000 $(110,000) $73,000 

Pension Adjustment $246,000 $- $639,400 $980,600 $980,600 

$470,916 $478,430 $478,430 Lease Adjustment $423,730 $417,071 

Other Adjustment $- s- $- s- $ "  

Total Adiustrnents $669,730 $417,071 S 1,110,3'16 $7,459,030 $ 1,459,030 

Total Adj Debt $6,045,730 $5,538,071 $6,890,316 $7,129,030 $7,202,030 

Minority Interest $60,000 $19,000 $18,000 $18,000 $18,000 

Total Adj Equity $4,518,320 55,162,282 $4,755,304 $4,529,345 $8,578,345 

Deferred Tax Liability (LT) $1,358,680 $1,402,718 $1,100,696 $1,504,655 $1,784,655 

Total Ad) Capitalization $11,982,730 $12,122,071 $12,764,316 $13,181,030 $17,583,030 

(CFO-w/c + Interest) / Interest 4 9x 4 4x 3 3x 3 4x 4 6x 

(CFO-wlc) / Debt 19 7% 22 4% 14 7% 13 3% 22 3% 
-I 

FFO / Debt 19 9% 23 9% 17 1% 17 0% 25 8% 

( 0 - w l c  - Dividends) / Debt 7 9% 8 7% 3 8% 0 1% 8 9% 

RCF I Debt 8 2% 10 2% 6 3% 3 7% 12.4% 

Debt / CaDitaiization 50 5% 45 7% 54 0% 54 1% 41 0% 

-1 6% ____ ____-I 
-6 9% -18 5% -15 9% 6 0% -~ FCF / Debt __ ____I_--- _ -  

* Dividends in  2001 adjusted far special dividcnds to PPL Corp associated wth Latin American asset sales 

?mi 
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Western Power Dis t r ibut ion Holdings 
(f Thousands, as Adjusted) 

2009 

Net Interest Exoense f92.180 f 85.988 f79.642 f85.242 
__ 2006 2007 ZOO8 -- - 

f 148,429 Capital Charges f 107,200 f 121,400 fl22,404 

CFO f232.533 f282.333 f289.033 f267.233 
Change in w/c f5.300 f74.900 f59.200 f28.600 

f238,633 f229,833 C.FO-w/c f227,233 f207.433 
Change in other A&L f -  f -  f -  f -  

f238,633 FFO f227,233 f 207,433 f229,833 

Dividends f(15,OOO) f(33,500) f(30,OOO) f(18,800) 
f212,233 f 173,933 f 199,833 f219,833 CFO-wlc-dividends 

f 2 19,833 RCF (FFO-Div) f212,233 f173,933 f 199,833 

CapEx f(180,033) f (208,633) f(211,733) f (221,133) 
FCF f37,500 f40,200 f47,300 f27,300 

f9,lOO As Rpt 5TD 

As Rpt Gross Debt f 1,063,400 f 1,211,400 f1,129,500 f 1,300,600 
As Rat Total Debt f 1.072.000 f 1.220.200 f 1.139.800 f1.309.700 

____- 

-__. 

f8,600 f 8,800 f10,300 ____ 

Change in Debt f 148,200 f(80,400) f 169,900 

Pension Adjustment f 172,900 f 160,800 f90,300 f329,400 
Lease Adiustment f12.000 f 15.600 f 17.400 f 19.200 

Other Adiustment f91.300 f89,400 f74.200 f (9,500) 
f339,lOO f181,900 Total Adiustments f276,200 f265,800 

Total Adj Debt f1,348,200 f 1,486,000 f1,321,700 f 1,648,800 

Minoritv Interest f -  f -  f- f -  
Total Adj Equity f77,300 f150,000 f342,300 €362,800 

f264,500 Deferred Tax Liability (LT) f308,900 f322,800 
Total Adj Capitalization $ 1,734,400 $ 1,958,800 $ 1,989,600 $ 2,276,100 

Adj Net Debt f 1,343,800 f 1,330,500 f 1,252,000 f1,644,400 

RAV (Regulatory Asset Value) f 1,587,200 f 1,669,600 f 1,694,900 f 1,772,900 

(CFO-w/c+ Interest) / Interest 3 5x 3.4x 3 9x 3 8 x  

f325,GOO -- 

16 9% 14.0% 17 4% 14 5% (GO-wlc) I Debt 

FFO / Debt 16 9% 14.0% 17 4% 14 5% 
___l____l_ I _ . ~  I_____ 

(CFO-wIc - Dividends) / Debt 15 7% 11 7% 15 1% 13 3% 
RCF I Debt 15 7% 11 7% 15 1% 13 3% 
Debt / Capitalization 77 7% 75 9% 66 4% 72 4% 

Adiusted ICR 2 3x 2 ox 2 3x 2 l x  

Net Debt I RAV 84 7% 79 7% 73 9% 92.8% 
14 5% FFO I Net Debt 16 9% 15 6% 18 4% 

RCF / Caoex 12x 0 8x 0 9x 1 ox  
__ I_ 



-- . - _ _ _ ~ - -  -.- "...-- 
Louisville Gas and Electric Company  
(S Thousands, as Adjusted) 

2006 2007 2008 2009 LTM3Ql0 

Interest Expense $45,688 $52,467 $68,509 $52,716 $49,981 

CFO 5337,333 $191,333 ~193,000 ~324,000 $215,000 

$88.000 S(46.000) $(72,000) $53,000 $(113,000) Change in w/c 

CFO-W/C $249,333 $237,333 $265,000 $271,000 $328,000 

S(5,000) Change in other A&L ~(14,aoa) ~(38,000) $47,000 $(16,000) 

~218,000 szw,ooo $333,000 FFO $263,333 $275,333 

Dividends $(99,000) $(69,000) S(40.000) $(80,000) $(55,000) 

CFO-w/c-dividends $150,333 $168,333 $225,000 $191,000 $273,000 

RCF (FFO-Div) $164,333 $206,333 $178,000 $207,000 $278,000 

CapEx $(149,333) ~(206,333) $(247,000) s(i90,ooo) $(171,aoo) 

FCF $89.000 $(84,000) $(94,000) $54,000 $( 11,000) 

As Rpt STD $68,000 $78,000 $222,000 5170,000 $122,000 

As Rpt Gross Debt $820,000 $984,000 $896,000 $896,000 $896,000 

As Rpt Total Debt $888,000 $1,062,000 $1,118,000 $1,066,000 $1,018,000 

Change in Debt $174,000 ~56,000 $(s2,000) ~ ( 4 ~ , o a a )  

Pension Adiustment $52,000 $13,000 $143.000 $1 16,000 $116,000 

Lease Adjustment $30,000 $30,000 $36,000 $36,000 $36,000 

$- $- s-  s- $- - Other Adjustment 

Total Adjustments $82,000 $43,000 $ 179,000 $152,000 $152,000 
_.__...-. 

Total Adj Debt $970,000 $1,105,000 $1,297,000 $1,218,000 $1,170,000 

Minority interest $- $- $- $ -  $- 

Total Adj Equity $ 1,164,000 S 1,161,000 $1,234,000 $i,253,ooa $1,315,000 

Deferred Tax Liability (LT) $333,000 $342,000 $360,000 $373,000 $416,000 

Total Adj Capitalization $2,467,000 $2,608,000 $2,891,000 $2,844,000 $2,901,000 

(CFO-w/c + Interest) / Interest 6 5x 5 5x 4 9x 6 lx 7 . 6 ~  
(CFO-w/c) / Debt 25 7% 21 5% 20 4% 22 2% 28 0% 
FFO / Debt 27 1% 24 9% 16 8% 23 6% 28 5% 

(CFO-w/c - Dividends) / Debt 15 5% 15 2% 17 3% 15 7% 23 3% 

RCF / Debt 16 9% 18 7% 13 7% 17 0% 23 8% 

Debt / CaDitaltzation 39 3% 42 4% 44 9% 42 8% 40 3% 
__I___- 

FCF / Debt 9 2% -7 6% -7 2% 4 4% -0 9% 



-- . - - - ~ -  
Kentucky Utilities Com.pany 
(S Thousands, as Adjusted) 

2006 2007 2008 200s LTM3010 

Interest Expense $43,905 $59,232 $83,044 $83,950 $85,835 

CFO $227,000 $318,000 $298,000 $266,667 $376,667 

Change in w/c $(46,000) $(l,OOO) $(10,000) S(87,OOO) $(72,000) __ 

CFO-WIC $273,000 $319,000 $308,000 $353.667 $448,667 

S(25,OOO) S(6,OOO) $(5,000) $7,000 $104,000 Change in other A&L 

FFO $298,000 $325,000 $313,000 $346,667 $344,667 
.I__ --I 

Dividends $- $- s- s- s(50,000) 

CFO-w/c-dividends $273,000 $319,000 $308,000 $353,667 $398,667 

RCF (FFO-DIV) $298,000 $325,000 $313,000 $346,667 $294,667 

CapEx S(351,OOO) S(749,OOO) S(692,OOO) __.- $(522,667) $(362,667) 
FCF S(124,OOO) S(431,OOO) S(394,OOO) S(256,OOO) $(36,000) 

As Rpt STD $97,000 $23,000 $16,000 $45,000 $61,000 

$843,000 $1,264,000 $1,532,000 $1,682,000 $1,682,000 As Rpt Gross Debt 

As Rpt Total Debt $940,000 $1,287,000 S 1,548,000 $1,727,000 $1,743,000 

Change in Debt $347,000 $261,000 $179,000 $16,000 

Pension Adjustment s50,000 $20,000 $123,000 $97,000 $97,000 

Lease Adjustment $36,000 $36,000 $54,000 $60,000 $60,000 

"̂._ 

Other Adjustment $- s- s- 5- s 
Total Adjustments $86,000 $56,000 $177,000 $157,000 $157,000 

Total Adj Debt $1,026,000 $1,343,000 $'1,725,000 $1,884,000 $1,900,000 

Minority Interest s- $- $- s- s- 
Total Adi Equity $1,193,000 $1,435,000 $1,744,000 $1,952,000 $2,029,000 

Deferred Tax Liability (LT) $289,000 $285,000 $279,000 $336.000 $378,000 

Total Adj Capitabzation $2,508,000 $3,063,000 $3,748,000 $4,172,000 $4,307,000 

(CFO-wlc + interest) 1 Interest 7 2x 6 4x 4 7x 5 2x 6 2x 

(CFO-wlc) / Debt 26 6% 23 8% 17 9% 18 8% 23 6% 

FFO I Debt 29 0% 24 2% 18 1% 18 4% 18 1% 

(CFO-w/c - Dividends) / Debt 26 6% 23 8% 17 9% 18 8% 21 0% 

RCF / Debt 29.0% 24 2% 18 1% 18 4% 15 5% 

Debt I Capitalization 40 9% 43 8% 46 0% 45 2% 44 1% 

FCF I Debt -12 1% -32.1% -22 8% -13.6% -1  9% 
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Ratliig Action: Moody's downgrades the lssiier Ratings for EON U.S. and its subsidiaries 

Global Credit Research - 25 Oct 2010 

k t v  York, Oclober 25,2010 - Mwdy's Investors Service today dwngraded the bsuer Rating of E.ON US. LLC (E.ON [IS.) to 8aa2 from A3 
and the Issuer RaUngs of Its two ulilitysubsidiaries, Kentucky Utililies Company (KU) and Louisville Gas and EIeclric Company ([.WE), to Baal 
from A2. Moody's also downgraded KU and LCAE's short-term ratings for variable rate demand debt to Ptime-2 from Prime-I. These rating 
actions conclude the review for posslble downgrade that commenced on April 29.2010. The rating outlooks for E,ON US., KU and LGgE are 
slable. 

Separately, Nwdy's confirmed KU and LmE's olrtstanding lax-exempt debt atA2. The rating confirmation considers Ihal, In the case of LGgE, 
the formerly iinsecured debt has been secured with first mortgage bonds provided to the trustee and, while KUs bonds are currently unsecured, 
the utility intends to secure them in a similar manner over the next week. H Is body's policy to generally rate first mortgage bonds of investment- 
grade rated utilities two alpha-nunietic ratings higher than its Issuer Rating or senior unsecured debt rating. 

R A T W  RATDUPLE 

The downgrade of EON US., KU and LGgE's Issuer Ratings follows receipt of several regulatory approvals, most notably from the Kentucky 
Public Service Commission (KPSC), relating to the propased sale of E.ON LIS. by EON AG (E.ONA2 senior unsecured) to PPLCorp. (PPk 
Baa3 senior unsecured) for approximately $7.625 billion. 

While approwl from the FERC remains outstanding, wo believe there is a high probability Uiat it will be received and thal the transaction will 
close in a matter of weeks. Upon closlng of the IransacUon, E.ON US. will become a subsidiary of PPLand will be renamed LGgE and KU 
Energy L1.C (LKE), with KU and LG&E remaining as distinct and separate operaling entities. In the unlikely scenario that the merger is not 
consummated, the Issuer Ratings for E.ON U.S., LGgE and KU would likely revert back to their respeclie prior assigned levels. 

"E.ON's ovmrshlp of E.ON US., KU and LGBE was an important factor supporling their prior respective ksuer Ratings" sald Moody's Vice 
President Scott Solomon. 'Speclfcally, E.ONs size, scale and credit profile provided liquidity and financial flexibility In the form of signifcant 
inter-company funding along with a liberal dividend policy that slrenglhened the related company's respective financial position and provided 
ralings lift". 

~ - -  - 

Today's downgrades viere lriggered by the expected near-term transfer of ownership and the eliminatim of any ratings TrR. E.ON US., KU an 
LG&E's ratings, however, are well pos'KmxJ vrilhin their newly assigned rating calegories and reflective of sound financial metrics and a 
generally Supportive regulatory environment that provides for above-average cost recovery. Fluctuabns in KU and L G W s  cost of fuel and 
purchased power, for instance, are recoverable vrith minimal regulatory lag while Investments and costs borne by the utilities in order to remi 
compliant with the Clean Alr Act are recoverablo through an environmenlal surcharge mechanism. 

n 

KU and LGgE's ralio ofconsolidated cash flow before changes in working capital (CFQ pre W/C) to debt and CFO pre-WIC interest coverage 
for the hvelve monlhs ended June 30,2010, were each approximalely 20% and 5.6 times, respectively. Financial metrics for both utilities are 
expected 10 trend modestly upward over lhe near-term due in large part to rate increases that became effective inAugust 2010. That belng said, 
h U i  ublities are expected to Increase their respective dividend paymenls under PPLownership. E.ON US. Is expected to generate consolidated 
CFO pre-W/C to debt metrics in U w  mid-to-upper teens and CFO pre-W/C interest coverage above 4 times, placing it firmly in the mid-Baa 
rating category. 

KU and LME, combined. had approximatety92.6 billion of long-term debt outstanding at December 3 2, 2009. Of this amounta approximately 
70% was intercompany debt provided by E.ON affiliates (the remaining 30% Is tax-exempt debt that will remain outslanding). While the absolute 
amount of debt at KU and LGE Is not expected to be Impacted by the proposed acquisition, PPL anticipates ullimately refinancing the 
intercompany debt with first morlgage bond debt olferings at KlJ and LGgE and senior unsecured debt at LKE (the renamed E.ON U.S.) 

Moody's Issuer Ratings are an opinion of the ability of an entity lo honor its senior unsecured financial obligations. Specific debt issues maybe 
rated diiferently and are considered unrated unless rated by body's. That belng said, it is Moody's expectation that any debt offering by LKE 
woukl likety be rated Boa2 

The KPSC's approval of the acquisition included Iwo commiimenls affecting rates. The first places a moralorium ~1 any base rate increases by 
KU and LGBE until 1/1/13. The second provision eslablishes a mechanism under which earnlngs at Ihe utilities In excess of a $0"75% ROE will 
be shared equally between ratepayers and sharelwlders. The agreement has no impact on the utilities' ability lo seek rate adjustments Ihrough 
their existing fuel end environmenlal cost adjustment mechanisms. 

The stable ouilook considers the modes1 expected improvement In financial metrics over the near-term and the supportive regulatory 
environment In which the utilities operate. 

Upward pressure may niaterialize for KU and LGBE if they achieve financlal melrks such as CFO pre-WC to debt in excws of 25% and 
retained cash flow to deb1 of greater lhan 17% on a sustainable basis. LKE's raling may be upgraded if it achieves consolidated CFO pre-WC lo 
debt In excess of 19% on a sustainable basis. 

KU, LGgE and LKE's ratings could be downgraded shoukl the utilities encounter unexpected problems integrating with PPLor if unexpected 
changes are made to the regulatory compact that currently provides for timely recovery of costs. Financial melrics that may trfgger downward 
rating pressure include, for KU and LG&E, ratios of CFO pre-WC to debt of below 16% or, in the case of LKE, below 13%. 

Tile principal methodology used In rating E. ON U.S. LLC was Regulated Eiectric and Gas Utilities raling methodology published In August 2009. 
Other methodologies and faclors lhat may have been considered in the process of raUng this issuer can also be found on Moody's website. 

E.ON US. LLC Is headquartered in Louisville, Kentucky. 



REGULATORY OISCLOSURES 

information sources used lo prepare the credit rating are the bllwiing: parties involved in the ratings, parties not involved In the ratings, public 
information, confidential and proprielary Moody‘s Investors Ser\rce’s information, confidential and proprietary Wdy’s Analylics’ Information. 

body% lnveslors Service considers the quality of Information available on h e  lssuer or obligation salisfaclory for the purposes of maintaining a 
credit raling. 

MOODYS adopts all necessary measures so (hat lhe Information it uses in assigning a credil rating is ofsufficient qualiiand from sources 
MOODYS considers lo be reliable including. when appropriale, independent lhird-party sources. thvever, MOODYS is not an audaor and 
caniml in every inslance IndependenUyverify or validale InforniaUon received in the rating process. 

Please see ratings Lab on the issuer/entity page wr h/bodys.com for Ihe last rating ackn and the rating hisiory. 

The date on which some Credit Ratings were first released goes back to a time before Moody‘s Investors Service’s Credit Ratings v/em fully 
digilized and accurate data may not be available. ConsequenUy, W y s  lnvestors Service provides a date thal i t  believes is the mosl reliable 
and accurate based on the informalion mat is available lo ii. Please see the ralings disclosure page on our website www.moodys.com for further 
Information. 

Please see Ihe Credil Policy page on bodys.com for the melhodolo@s used In determlnlng ratings, furlher Informalion on h e  meaning of each 
rating category and Uie definition of delault and recovery. 
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Q 2010 Moody’s hveslors Service, lnc. andlor ils licansors and affiliates (cdlectively, ’WODYS”).AlI righls reserved. 

CREDIT RATlNGSAnE MOODY’S INVESTORS SERVICE, INC.’S (“MIS”) CURRENT OPINIONS OF THE 
REWIVE FUTURE CREDIT RISK OF ENTITIES, CREDiT COMMITMENTS, OR DEBT OR DEBT-LIKE 
SECURITIES. MIS DEFINES CREDIT RISKAS THE RISK THATAN ENTITY MWNOT MEET ITS 
CONTRXTUAL, FINANCW OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATE0 FINPNCW, LOSS 
IN THE EVENT OF DEFNLT. CREDIT RATINGS DO NOT ADDRESSMY OTHER RISK, INCLUDING BUT 
NOT LIMITED TO: LIQUIDITY RISK, MPRKET VALUE RISK, ORPRICE VOWILITY. CREDIT RATINGSPIIE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FKT. CREDIT RATINGS DO NOT CONSTITUTE 
INVESTMENT OR FINPNCWPLADVICE, AND CREDIT WINGSPRE NOT RECOMMENDATIONS TO 
PLJRCHASE, SELL, OR HOLD PARTICUM SECLIRITIES. CREDIT RATINGS DO NOT COMMENT ON THE 
SLJJTABILITY OFAN INVESTMENT FORANY PAIiflCUuui INVESTOR. MIS ISSUES ITS CREDIT RATINGS 
M T H  THE EXPECTATIONAND UNDERSTANDING T W  W H  INMSTORWLL MPKE ITS O W  STUDY 
AND EVPLUATION OF EPCH SECURITY T H R  IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR 
SNE. 

R.L INFORM4TDN CONTAINED HEREIN IS PROTECTED BY LAW, LNCLUDlhY; BUT hOT LINKED TO, 
COPYRGHT LAW, AND NONE OF SUCH IVFORMTON ffAY BE COPED OR OTHERWEE REPRODUCED, 
REPACKAGED, FURTHER TRANSWED, TRANSFERRED, DISSEMBNATED, REDISTRIBUTED OR RESOLD, 
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORM OR 
M4NNER OR BYANY h E W S  WHATSOEVER, 0YANy PERSON WlTHOUT MOODYS PRIOR WRKTEN 
CONSENT. All lnfornration contafned herein is oblained by MOODYS from sources believed by il to be accurale and 
reliable. Because of the possibility of human or rnechenkal error as vrell as olher faclors, however, ail Information 
contalned herein is provided “AS IS‘ wiUlout warranty of any kind. MOODYS adopls all necessary measures so thal 
Ihe informalion il uses In assigning a credit rating is of sufficient quality and from sources body‘s considers to be 
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reliable, Including. when appropriate, Independent third-party sources. However, MOOD'fS Is not an auditor and 
cannot in every Instance independentfyverify or validale information received in the rating process. Under no 
circumstances shall MOODYS have any liabiiityto any person or entily for (a) any loss or damage in wholo or in part 
caused by, resulting from, 01 relating lo, any error (negligent or othenvlse) or other circunistance or contingency wilhin 
or outside the control of MOOD'fS or any of ils directors, officers, employees or agents in conneckn with the 
procurenienl, coileclion, conipilalion, analysis, interpretelion, communicalion, puMicatlon or delivery of any such 
information, or (b) any direct, indirect, special, consequenlial, compensatory or incidental damages whatsoever 
(including wilhout limitation, lost profits), even i f  MOODYS is advised in advance of the possibility of such damages, 
resulting from the use of of inability to use, any such information. The ratings, financial reporting analysis, projections, 
and other observations, if any, constituting part of the information contained herein are, and must be construed solely 
as, stalements of opinion and not slalemenls of fact or recommendations to purchase, sell or hold any securities. 
Each user of the informalion conlained herein must make ils awn study and evaluation of each security it may 
consider purchasing, holding or selling. NO W A R M ,  EXPRESS OR lWLiED,AS TO THE ACCURACY 
TIELINESS, CONPLETENESS, MERCtiAJ@ABLTTY OR FITNESS F O R M  P A R T E M  PURPOSE OF ANY 
SUCH RATING OR OTHER OPINDN OR INFORN14TON IS GWEN OR W E  BY MOODY'S INANYFORMOR 
M N E R  WHATSOEVER. 

MAS, a v/hoily.owned credit rating agencysubsldiary of h d q s  Corporation ("No'). hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, dsbenlures, notes and commercial paper) and 
preferred stock raled by MiS have, prior lo assignment of any rating, agreed to pay lo MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approxinielefy$2,500,000. Mc;O and M E  also mainlain policies 
and procedures to address the independence of W ' s  ratings and raling processes. information regarding certain 
afJilialions lhat may exist belween direclors of K O  and rated entities, and behveen entilies who hold ratings from hAs 
and have also publicly reported to the SEC an ownership Interest in MCO of more than 5%. Is posted annualfy a l  
wvn*i.moodvs.com under the heading "Sharehofder Relations - Corporate Governance - Director and Shareholder 
Affdialion Policy." 

Any publicalion inloLulslraiia of lhis document is by MOODY'S affiliate, Modfs hvestors Senice Ply Limiled ABN 61 
003 399 657. which holds Australian Financial Services License no. 336969. This document is inlended to be provided 
only Io "wholesale clients"wilhin the meaning of seclion 761 G of the Corporatiomkt 2001. By conlinuing lo access 
ihis document from withinAuslralia, you represent lo M O D Y S  that you are, DT are accessing the document as a 
represenlative of, a l'thoiesaie clienl" and lhat neither you nor Ole enljty you represent will directly or indirectly 
disseminate this docunienl or ils contents to W a i l  clienls"with1n the meaning of seclion 761G of the Corporalions 
Act 2001. 

Nobiihslanding the foregoing, credit ratings assigned on and afier October 1,2010 by W o q s  Japan K.K. ('MIKK") 
are MJKK's currenl opinions of the relalive fulure credit risk of entilies, credit cornmilments, or debt or debt-like 
securities. In such a case, 'MS" in the foresoing statements shall be deemed lo be replaced with "WKK'. MIKK is a 
wholfy-owned credil rating agency subsidiary of Moody's Group Japan G.K., which is wltdiy owned by W d y ' s  
Overseas Holdings hc., a whdiy-cxuned subsldiary of K O .  

This credit ralng is an opinion as to Ihe creditworihiness or a debt obligation of the issuer, not on the equity securities 
of the issuer or any form of security that is available to retail Investors. it would be dangerous for relail lnveslors lo 
make any investment decision based on this credit rating, If in doubt you should contact your Enancial or other 
professional adviser. 

http://wvn*i.moodvs.com




PPL Corp. 
Primary Credit Analyst: 
Aneesli Piabliu New Yurk ( 1  12 12-438-1 285, aneesli_prabliii~stanciarda~idpoocs coni 

Major  Rating Factors 

Rationale 

0 u tl o o k  

B i i  s i ness De sc r i p t i o i i  

Rating Methodology 

Business Risk Profile 

Financial Risk Profile 

www.standardandpoors.cont/ratingsdirect I 



Major tiatirig Factors 
Strcngths: 
0 Stahlc cash t’low gcncirnrion tlii.otigh hctlging acrivitics, 

0 The 20 10 rcqticst for pIopos:ils .ivcrngctl a high $99 per  ktLVIi, 
0 Well above  t l ic  K.54 pcr M \ X %  ittll rcqti i rcnients prices, 

0 Iicgulatory support for the rcitc mitigation for 20 I O ,  
0 Sonic o1x:rating clivcrsity in the nicrcliant gt:ricr;ition fleet. 

Wcnlincsses: 
* \Vcakcr business risk profile nfter the expiration o f  n long-term coiitrnct with affiliatc PI’L EO,  
0 Lower wl io l csa l c  powci.  anit ii;iturnI gas prices and higher volatility i n  cnergy n n c l  commodity prices ovcr the past 

y c3 r, 
* Lingo ing rcgulntory tinccrtaiiity o\w transition to compctirive markets in Pcnnsylvania, 

0 Ncgative trcc ci ish flow in L009,  and 

0 IJnnnticipatcd ti atiing opcrations that resulted in a b l ’ l ‘ ~ 1  Ioss i n  2008 rnised conccrfis n I i o t i t  risk nppetitc, 
tolerance Icvcls :ind cfiicncy of risk nianagcnicut. 

Encrgy Stipply L 1 . C  (I’I’L, Encrgy). (;ivcn t l ic Icgal ring-fencing provisions in plac.c, Standiird LY‘ I’oo~’s annlyzcs I’PL, 
Llcc:tric Utilities C‘orp. (I’I’LEU) a d  Wcstcrn I’owcr Distrih~ition Holdings 1.tt.l. (WI’L)) n s  equity invcstiiitiitS, with 

tlivitlcncls t o  1’1’1. as tlicir primaIy coiitrihution to  thc consolidntcd cntiiy. Tlic lower-risk tliviclcnds from rlicsc two 

coriipiiiics, which contrilxitc almut LO‘% t o  l’l’l.’s cash flow, tcnipcr tlic mcrchant risk from 1’1’1- Energy. 

5kLin t la r t l  Ibor‘s I RatiiigsDirect on the Global Credit Portal I Fci~ruary 8 2010 



l J P L .  1:ncIg)’s gciicr:itioii i s  c u i  i c i i t l y  ;iIiotit 99”h lieclgcd in LO I O .  Also, ihc I>tilL of  total projccrctl m a r g i n  i s  tinder 

coiitr‘ict rhrougli 20 I I with iiiorc thnn 85%. of gcticrntion hcdgcd in t l i ~ i i  yeat. Yet, tlic company is crposcd t o  rlic 
vicissitudes of t l ic  wl io lcsa lc  m c r c i i n n t  niarkcts im:;itisc i t s  fleet is csscnt ia l ly  ;i price t:ikcr“ 7 hc hcxlgctl pcicciiiagc 
drops  off  to  cil-x)iit c.5‘%, in 20 I L :inil po in ts  t o  the nccd foi i’i’1. h ic rgy  to constant ly  c:ntcr into n e w  1 X J l l ~ ~ ; l ~ t S  to 

n i i t igntc  cnsh flo\v ‘r olatility. W h i l e  1’1’1. Energy lias hedged a high pr.opoiiion ot  i ts  cco i ion i ic  g c n c i x t i o n  ,it cxpcstc t l  

avcr’:igc prices o f  4;68-$’7O pcr MWi, nnci at iiiargins consis tent  with i t s  husincss p l a n s ,  t l i c ~ c  ior \ \aId iontr;ic:ts wcrc 
partly c:ntcrcd into w h e n  niarltct pt iccs were st i l l  high. X4;irgins \vi11 l ike ly  crotlc, should tlic cc,onomis s l o w d o w n  
l inger  (forward prices Lire alreacly lo\vcr) a n d  <is wntriicts roll o f f  a n d  can only l i e  rencwcct ;it Iowci~ pr icc  IC! CIS .  

i)cspire niajoi. rcgulatory risks having clihed, 1’1’L‘s htrsincss proiilc is somewhat tsnipcrcd h y  uncer ta in ty  a b o u t  tlic 

tuttii c of c o m p c t i t i v r  marke ts  in I’cnrisylvania. Tlic I’cnnsylvnnia legislation a n d  thc I’cnns).lvariia I’tihlic I.Irilitics 

C;oniniission (I’l’lJC;) have generally hccn supportivc: of dcicg i i ln t ion,  iind tlic:rc have bccn no s ign i f icant  oppos i t i on  

t o  rhc t rans i t ion t o  rnnrkcts o r  t o  the i n i ~ ~ l c i i i c n t a t i o n  of n e w  r’arcs. Sti l l ,  thc: inc.rcasc in sripply coht t i  i o i  I’I’l-EU’s 
I’OLli requi rement  rcsults in t i  27% increase in overall mtcs--:in increase thnt \vc v i e w  as  matclrial. I‘hc incrr::isc in 

PI’L Ell’s rates is  all the niorc conspicuous, in o u r  view, Iicciitisc tlic rates will increase J ispropor t i [ )n f i tc ly  coniparcd 
with siipply c o s t  incicnscs of other ut i l i t ies t h a t  aIc : i I s o  coining off the i r  t rans i t i on  plans. 

Recogniz ing the rcgdatoi,v risk posed b y  ;I ra tc  shock,  in 2008. PPI. t i i  filccl ii r a t c  sn ioo t l i i ng  plan t h a t  0ffci.s 

custonicrs a plinsc-in pian to hlcntl into l i i ghc i  i atcs in 20 I O  hy ma l t i ng  add i t i ona l  payments during Octolxtr ZOOS 
through 2009. T h e  plan was approtcd I>y the IWJC, w h i c h  wc  hclic\:c h a s  mir igatccl rcgtiliitory r isks to ’in c w c i i t  a s  

ir results in rc la t ivc ly  niodcr,ntc (.j‘%,.S‘%,) anniial incrt:nicrits to customer bi l ls  d u r i n g  2008-20 12, ins tcac l  o f  ;i 
onc- t imc incicnsc in LO IO.  As a resti l t  oi s i ish deferra l  plans, w c  hcl icvc the t r i ins i t ion to niarliet pi.escrits L i  

d imin ished p i o l x i h i l i t y  of  n i ; i j o r  aclvcrsc Icgislati\rc or rcgularory outcoincs. 

www standardandpoors.corn/ratingsdirect 



( > l.1 t 1 00 I< 
‘2 lie iicpntivc otitlook on 1’1’1. rd lcc ts  i t s  wcalc tinancial measures. A n  outlook revision t o  stiihlc wil l  I,c prcclic:1tcd on 

I’I’L’s finnnii:il I i s k  profile irnproviiig iii 2OIO, wirh FIX) to dcht ic:ichiiig ri rangit of i I %-X‘%, Altliotigh the 
t o i w a i . c i  curve i s  in contango, recent  aioiintl-~lic-cl[,ck prices in the I’]M havc heen in  tlie low $50 area per XlMh for 
20 I i ;inJ 20 12, ; l i d  ! o w c r  thnn l)l’t.’s avtwagc hdgccl  price of cibout $60 per IciWi. To mainr;iin ratings, 1)I’l. will 
nccd to mancuvcr uliroiigli potenti,il longer-tcriii depressed nini,kct conditions and generate a steady lcvcl of c;ish 
flo\v consistent with i t s  ckht hindcn that also allows i n te rna l  funding of its inucstme:nr progrnm iii a i i imncr  that 

p~cscrvcs crcdir quality. T-hc ixtings could Iw Iowurct i  if FFO to debt lcvcls do nor iniprovc t o  I rvc Is  tha t  iipproacli 
io%, cspci:i;iIly i f  tlic company docs not iicliicve 11 pos i t i vc  free cnsh flow position. 

R u si n cs s 1.1 cs c r i p t i on 
1’1’1~ is a n  Allentown, i’a.-lxiscci c‘rici gy company that  owns hoth regiil;itcd niid unrcgulntctl businesses. ’rile 
lJ.S.-hascd rcgiilatcd btisincsscs cons is t  of l)l’l.ElJ, iiii electricity clistribtition coinp iny for I .4 iiiillioii custoiiieIs in  
cc n tra I :i 11 d cii stcr n I’c n n s y I v;i 11 ia . O the r r cg ti 1 ;i t ctl I> 11s in csscs. site li a s  a pas c l  is t  r i  h ti t i o n coni pi1 ii y in I’c i i  n s):l V J  n ia, 

were divested in 2008. 

I’PL also owns PPI. Ijiicrgy, an intcrniccliatc Iiolcling company for hoth [cgulatctl and nnrcgulatcd opcintions. The 
regci1atcc.l opcr;itions of 1’1’1 tlneigy ‘11 e hoiiscil t in t lc r  I T L  Global, which prov i t lcs  clec:ti ic del ivery scivicc in t h c  

11°K. I’PL Global’s sigriific;int iiivcstnicnt is in WI’D, a lJ.l<.-hscd electricity t ransmiss ion and cl istr ihutioi i  (T‘cYI.1)) 
suhsi t l iary  providing scrvicc to 2.6 million iiscrs. Ml’D companies accoiintcd t o r  27,700 GWh of clcctriciry 
deliveries. In 2007, PPL,  (;l(iIxil elivcsted i t s  significant i n te rna t i ona l  iiivwtniciits in C h i l c  iind l<ol iv ia for a h o t i t  G S S O  
i i i i  I I ion I 
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\Yiliile 1’1% h~lonrann i s  p ro jec t  h n n L c t l  arid its t i c l i t  i s  non-rccotirsc t ( J  tlic pirent,  I’PL has  man:igccl I ’ l l  ktoiit;in3 

;is pait- of  i t s  sore  operat ions ,ind hns  proviclcd ;i f i i i anc in l  support through tlic Liva i l : ih i l i ty  of :i S 100 millioii l i n e  of 
i r c t f i t .  A s  a rcsulr, w e  considix a nic:ljtlrc o f  parental slippoi t in  addit ion to I’I’L M o n t a n a ’ s  st:ind-:ilonc c rc t l i t  

pi  oiilc in  dcterinining that entity’s credit ratings. 

B risi ness Risk h a  fi I e 
Untlcr t hc  p l a n  appr(ivcd h y  the I’I’UC in I99S, PI’L E N  rcstriicturtd into an c l c c t i k i t y  I & l >  coinpaiiy, with t he  

gem-ation ~isscts h o u s e d  tmilcr I’PL Encigy, a scparatc trnrcgulatcil :itfili;itc. ‘The I’PUC rccltiircd PI’L.L:U t o  o p c i x t c  

t is t lw prov ider-ot - last - resor t  (1)Ot.R) supp l i e r  until LO I O ,  \\.it11 tlic cost  of power piisscd t h r o u g h  to iatcpaycrs. To 
pi-oviclc time t o  transition to iiiiirkct, the r c s t r u c r u r i n g  plan also requ i red  PI’IL Enrrgp  t o  cntcr a long-term s t i pp l y  

ar r ; ingcnicnt  to scrvc I’l’LI~XJ’s 1’01.R l onc l .  

I’P1,EU’s POLR obligation hitherto provided stability to cash flow through the eiid of 2009. 
1’1’L’s business r i s k  pi’ofi lc i s  largcly prctlicatcci on PI’L Energy’s h i n e s s  risk profilc I iccatisc of tlic clominnncc of 

PI’L Energy’s cash flow in t h e  1iai.ciit’s overa l l  c . a l i  flow. 1)I’L. E,ncrgy’s c d i  flow coiitri1)tirion Iiad nver:igecl 70% of  
I’I’L’s over rlic piist Few ycnrs. \Wtl a n d  1’1’1 111.1 iiic inclutlcd o n l y  ‘is equ i t y  investments in this cnlc t i la t ion.  

lic!causc of tlic full rcquircnicnts c o n t r a c t  with I’I’LEIJ ;it capped priccs through 2009 (scc tablc 1 bclo\v), 1’1’1. 
E,rieigy cxpci.iencccl rclutivcly low vn r ia l i i l i t y  in cnsh tlow. The P O L R  conti act with PI’LEU proc idcci t he  Gcn(-:o 
\vith price certainty on ahout 40,000 (.;Wli, or aliout 70‘%, ot  i t s  cspcctcd economic production of about  5 5,000 
CAYiIi“ -The low-opcrnting r isk, rhc long-tcrm iinturc of tlic supp ly  controct, and thc C;enC;o’s p o s i t i o n  ;is thc 

incumbcnt u t i l i t y  prwvidcr aIIo\~cd t i s  t o  assign :I “strong” htisiness r isk  profile to 1’1’1- bctwccn 2001 and 7009. 

Table 1 

2002 2003 2004 2005 2006 2007 2008 2009 
$/MWh 4230 4210 4a10 4410 4780 4840 4910 5020 
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LI  nc‘c r ta i 11 t y s i i i  r o t i  nd i n g t 11 I: sl 1 ~i p: a n t  1 form o t I’ 1’1.1 1 J’s p( )s t-t 11 11 b i t  ion s ti p pl y prc )ai rcni c 11 t, I’P 1. E nt: t g y 11 ii s 

11 r ogr (,xi v c I y c n tcrccf h ) r w n  rd s w  n ps/opti o n 3  e 11 c rg y t r  :I n sa c ti ( )n s fc ) r p Ii y s i (:;I I ii n d f i  na nc i a I clc I i  vc  r y \v i  tli 
t i  oi I i ticdfi n a ri c i a I co 11 n ter p i  rtics. 1 .In I i I< c th e c o n  I ract  \VI  th 1’1’1 li 1.1 thcsi: 17 I  ( )c k sa I cs o f  powc I lin vc nc ) 1 oa ti to1 low i ng 
oh l i gn t i ons  ,ind arc IC%;.; i i  

Pl’L 1:iicigy‘s gcnortitioii is cuirent ly ;ibout 99‘.% Iicdgcd in 2 0  10. Also ,  the I ~ t i l k  of t o t a l  projcctcd margin is Iinclec 

coi i t r i ic : t  through Z O I  I with n iorc  than S S ‘ h  of gcncrarion hedged i n  t1i:it yciii: f--lo\vcvcr, llic licdgcil pcrcriitagc 

drops ()if to ;ihoiit 55‘K iii 20 I2 and  m a y  force 1’1’1.. l:ncrg\r to constantly cntct into ~ i c w  c:onrrilcts r o  mitig.itc cnsli 
flow vol : i t i l i ty~ \’c’liilc 1’1’1. Energy h n s  hctigccl a high pi~ctportion o f  its econoriiic gciier n t ion  a t  crpcctccl avcixgc 
prices hctwccn %6S nntf $70 pcr h.l\Vh, and fit margins consistcnt wit-li i t s  btisincss pl;ins. these for\vfii*d 1:ontr:icts 

wcrc ixirtly cnrcrcd into w h e n  ninrltct prices \vcrc still high. blaigins will likely c:rocic, sliotild tlic icccssion;li-y 

slowdown linger ( f o rw , i rd  priccs arc n1rc;idy lower) x i d  ;is c o i i t i  acts roll off nncl can only he rcncwcci ai  lowcr price 
I c \r c I s . 

PPLEU’s nativc load still offers incumbent opportunity. 
1’1’1. Energy’s current stiatugy is to  enter into shot t -  to mcclitini-term I~locl; power i o n t i n i t s  for the output  of irs 
merchant gcncration. f-lotvcvci; with n ntii i i lm- o f  f i nanc ia l  iiistittitioiis wiilidrnwiiig f r o m  tlic power nini kcts, i t ’ s  

trnl ikcly, o r  at hcst iinclcar, th3t 1’1’1. kncrgy will h e  ; i I h  to  continue hedging i t s  gcncration throtrgh s\vaps/options 
trunsnctions in LO 12 and hcyctncl. 

W”-liU’s load still offers I’PL Emrgy t hc  opportunity to hccigc its gcncration in lond following sonti’ncts. ‘ I h  r t w i l t s  

of  I’l’I~~,LJ’s 70 I O  rcqiicst for proposal ( R I P )  priccs---six for  S 5 0  XIW each--1iavc dctcimiricd a fu l l  requirements pr i ce  

(see tiihlc 2) averaging nhotit $9‘9 per MWh: significantly higher than the  r‘atcs cmbeddt:d i n  t he  erstwhile I ) O L  I< 
cont i  act. T o  bc i:lcar, these voliinics are not contrnctcd wirh P P L .  llncigy. kitlier, 1’1’1 Energy I ’ lt is (tlic riiarkcting 
a rm of the PPL. group) won sonic, but not a s ign i f i can t  part of thc I<Fl’s in \vhich other supply p r o v i d e r s  also 
par t ic ipated.  Yut, the results provide :inccdotril cvidciicc t h a t  PI’L Encrgy has opporttinitics to  Iicclge its gcncration a t  

pricts cignifit:;intly Iiighci tlian the S 54 pcr X I W h  it rcceivctl i n  2009. 

Table 2 

PPLEU RFP solicitation outcomes 

2010 2010 2010 2010 2010 2 0 L  2011 2011 2011 Supply period 

RFP h i e  July I ,  Uci I lvkilch 8, Sept 8. LIdrch  9. Oct 9, Aug 8. UCi 9, Jail 10. 
20 io  2010 2010 2010 2010 2010 2010 2010 2010 

50 9 A-IC price 

Fall reqciireineiits pierniuiii 35 5 41 I 40 40 8 33 8 31 31 5 38 3 31 8 
Auction result !ja 105 108 9 112 3 86 8 82 aa F 96 ax I 

.~ 
62 5 63 9 68 9 7 1  5 53 51 57 2 57 7 ~ _ _ _ _  ___ 

~ -.-. .I_____-___...__- _I -~ ~ 
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I ‘ i o i i i  a ,:redit srnnctpoint, \vi: v i c w  hlock s,iIcs 3s I css  r i s k y  c o n i p i r c J  with t i i l l  i~e(1tiircnii:nrs ohl ig ; i t io i is  b ~ i i i r s c  1o:id 
following ioiitriicts mi1 result iii Iaigcr l i q u i d i t y  i ’cclt i i ic i i icnrs, sliotild prices tall f r o i n  t l ic  prices coi i tr : icrcd. 

F t i r~ t l i c r i i i o r c ,  these conti  iicts t x p o s c  1’1’1. Encrgfs nini~gins t o  iiiarl<ct risks, inc lud ing,  hut n o t  l i n i i t c d  to, load 
shaping,  tticl, and voluiiic risks. N o t  having to  scrvicc load l’ollowing oh l i ga t i ons  in t l ic  cunciit ~ i i \ i r n i i i i i c n r  is 
v icwecl  n s  tiivor;ihle. For inzti incc,  i i l r i i o b t  Z I ’%, of I)I’L,EIJ’s na t i ve  load is currciitlv shopping, s ip i i f i i . a i i t l y  t i p  from 

rlic stable 3‘%-4‘!,h I I through the tr:in.;ition period whcn cListoiiicrs p,iill consitlci,ibly Itnvcr rates. 

Lingering regulatory uncertainty in Pennsylvania. 
L k s p i t c  cLisiiig of  i i w j o r  regu la to ry  i,isks, I’I’L’s htir;incss pro f i le  is somewlint t e i i i pc rcd  by tincci m i n t y  n h o t i t  the 

future  of c o n i p c t i t i w  m n r k c t s  in Pennsylvania.  The 1’cnnsl;lvaiii:i leg is la t ion nnd the I’PIJC Ii;ivc gciicrnlly bccn 

s u p p o r t i v e  of dci cgtilation, c i i i d  r1ici.c l iavc I m n  no sigi i i f ’ icunt o p p o s i t i o n  to the t r n n s i t i o n  t o  iii;irlicts o r  to t l i c  

i m p l c n i c i i t a t i o n  of iic\v raws. Sti l l ,  r i sks  c o u l d  nrist: Froiii t h e  menriingtul incrcasc in c t i s to i i i c r  ratcs in 20 10 over 
2009. 

In M a y  2007, lJl’l.li~J r csc i vcd  approwl from rhe PIYIC for s i s  rcgulnrly schcdiilccl I<Fl’s, whic:h \VCI c he ld t w i c e  11 

ycai. i n  M a r c h  a r i d  Septoinhcr 2007-2009, toi i t s  20 I O  1’0Lli  supply rcq i i i rc i i ic i i ts .  \X’c vicwcd the phascd RFl’s ;is 
ci,cdit suppor t i ve  f o r  I’I’LliU and  I’PL Energy, ;is each Kt1’  would cstnhl ish a poi tion ot tho stipply prices ;ind was 
c x p c c t c d  to m i t i g a t e  t l i e  po ten t i a l  for (1 rate shock in LO I O  hy hlcnding in supply prices ovc i  tinic. Convcrscly, the 

thrcc-year p rocx i r cmcn t  pci ior1 dlso p r o v i d e d  1’1’1. with acicqtiatc timc to nt l i t is t  i t s  cap i ta l  stri ictt~rc i f  stipply pr iccs 

had tlecl i r icd . 

T h c  Rl I’ siipply prwtircmciit pi.occcdcd on sclicdulc and four.  IiFPs \vcw coniplctcd hcforc the in1p.t of the 
f i nanc ia l  cr isis nnd t l i c  cnstiing ccoiiomic slowdown hnriiictl the powcr markets,. \Vholcsnle poivcr pr ices dcclincrl 
(. Irnni; i t i idly conipnrccl to tlic priccs prevailing around jt inc 2008, when m o s t  c o m m o d i t y  riiiiikcts petikcd. ‘FJblc 
s h o w s  oiii’ ca lcu l s t i ons  of t l i c  hlciiticd load following p r i c i n g  in PPI. Eli’s RFl’s aiid an cs t ima tc  o f  t he  pricing t h a t  

c a n  he cxpcctcd c u r r c n t l y  i n  die f o r w a r d  mni kcts. 

Table 3 

Full requirements price 2009(S/MWh) 2010 (S/MWh) 2010 (YO of total) Prevailing forward markets (S/MWh) 
ATC ciicrqy 60 G7 50 
Load sliape/conges~iori G I 4 2  

15 17 15 Capacity price1 

\/~iI~iirictric risk 4 3  5 4 

- 
____-__. 

Full rerluirements price 54 3 99 1 8G 5 
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I<l-‘l’s pi)scss l i n g e r i n g  rcgiiIiitoi,y r isks. E x p i r i n g  c o m p e t i t i v e  t rans i r i on  cliargcs (CI(;) in 2009 o f  ;ilx)ti[ S 1 1 psi. 
X.1W’Ii so f ten  tlic i m p a c t  of thc iiizrcasiiig supply coniporicnt o i i  tlic overa l l  itistonier charge in 20 IO. Still, r h c  
i i i c r c x e  i n  supply  costs f o r  I’PL.I~,U’s 1’Ol.R r t :qu i ie i i icnt  results in a 27‘14, h i l a c  ( s c r  tab le 4) in ovc;rnll r-;iws--aii 

instense t h a t  \vc \ i c w  ns s ign i f icant .  .Ihc iiicrcascl i n  I~l’LEIJ’s ra tes  i s  all tlic: more  corispicuous, in otii view, 1ictr;iusc 
I’PL El!’s tiitcs will r isc dispi-oportion3tcl\. conipnr-cci with supply cost h ikes  of othcr t i t i l i t ics  th:lr a i e  d s o  c o i i i i i i g  o f f  
their t i ,ans i t io i i  plans. This i s  hesausc 1’1’1 ‘s t r a n s i t i o n  to m d w r  \vas ,ihcad o f  other I ’cni isylvanin utilities b y  ;i year 
(2010, whil t :  niost o t l i c i s  ‘iic 20 1 I ). A s  ii rcsult, 1’1’1 ELJ’S post-tr- ‘ insir ion slipply procii i~cniuit  stn i , tcd betore rhc 
Credi t  CI isis, during w1iic.h pr iccs w:re st i l l  high. 

Table 4 

2009 2010 Year-over-year increase (%I 
ISlMWhl 
Distributioii 34 R 37 1 

Traiisrnissiori 7 5  5 4  

Eiierqy and capacity* 54 3 99 i n  82 5 
CTC 10 8 

ITC 0 
STAS state taxes 0 0 
Total bill 107 5 136 6 21 1 
’Ancillaries iiicliiderl iii eiiergy and capaciiy charge ?Based oi l  six soliciliiiions 

I t ccogn iz ing  the i.cgul;itory risk poscd by a i x t c  shock, in 2008, P P L  E l l  f i led :i I: 2 siiioothing plan t h a t  offcrs 
c i i s ton i c rs  n phasc-in p l a n  to hlcnd inro highcr ratcis in 20 IO h y  ninking a t ld i r i ona l  payments during O c t o b c r  2008 
thioiigli 2009. -I lie plan \viis appro\ri.d h y  rhc I’I’tJC, w l i i c l i  w e  hcl icvc h a s  rn i t i ga tcd  regulntoi,y i.islis to ai1 cs tc i i t  a s  

i t  rcst i l ts  in rc la t i \ .c ly  moclcr-ate (S‘%-S”/) annt ia l  increments to  cus ton ic r  h i l l s  during 2(108-2012, ins tead of n 
onc - t ime  incrcasc in 20 10” As a result of s u c h  t lcfcrral pLiiis, we I i c l i w e  t h e  t r a n s i t i o n  to nuarkct  presents ;I 
J i n i i n i s h c d  p r -o l x ih i l i t y  o f  m a j o r  acivci sc  leg is la t ive o r  regu la to ry  otitconics. 
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its iorwaid s;iIcs. Uranitiiii is  t i i l l y  coiitriictcd thi.oiigli tlic 20 I F-LO I6 wirh m o i c  r h a i i  IO snpplicrs. PPl. E,iicrgy 

r cq i i i r cs  ahotit 9 niillion toris of- con1 in tlic h t ,  split ahout 7. j  i i i i l l i o i i  roiis tor the who l l y -owr ie t l  ,\.lonroiii i i r i c l  

131 unncr Island units ,ind I I i t i r i l l i o n  roils f o r  Keystone i i n d  (.:onciii;ingh (which i s  prociirccl b y  the opcraror, I i c l i a n t  

I: iicrgy)" h s t c r n  coal rcqiiirciiicnt i s  nliiiost ent i re ly hctlgctl f o r  
tlirorigli 2012, altlioiigh c x i ~ o s ~ i r c  t o  c o a l  pric:i:s increascs attci. 70 10. 
availability ariil coal i s  s r i pp l i c t l  f i o r i i  f ive clivei,sc. regions and tlii,om$ i 2 cliff'c:rent c o m x t s .  In 2007, IJI't. hiicr'gy 

Lilso signed ii contract tliiit will pi ovidc one-third of its ticistern coni I cqtiireiiicnt through 20 I S  nnd provide fuel 
s ti p p1 y s t a 11 i I i ty. 

10 ;it l c ~ c l s  t1i:it match lip po\\,ci s;alcs Iicidgcs 
lic compnnv ni.iint;iiris strong sourcing 

Still, t he  pcrccntnsc of stipl-ily to  \\:holly-ownccl plants nt f iwd hnse prices has dccliiicd f t o i i i  IOO% in  past yc,irs t o  

ahout 93% in 20 10 a n c l  i s  c s p c c t d  to  he about j u s t  28% a n d  5% f o r  20 1 1 and 20 1.2, rcsptui\cly.  TIlc rcst will l ie  

stiI>jcct to pi ice iollars (with ;i niasimtirn pricc t o  limit ctspostire). .AdtJitionnlly, rhcrc i s  1 1 0  abi l i ty  to hedge any costs 
associGitcd with n e w  mining rctgLi1;itions of niincs, ivhich ;ire ndt lct i  to Ixise pi ics. Owning to cxtr(:nie volat i l i ty  n n t l  a 
sharp  spikc in cr)al pi iccs during 2005, PI'L Energy's coal costs cscccdcd estimates. While i:oiil prices havc t lcclincd 

f rom record highs, tlic company remains c x p o s i ~ l  to volat i l i ty  in prices. 

Stipply i i i i d  pr ic ing  in the \Vest is not a significant risk as hoth (:olstrip a n d  Corcttc: arc either minc mouth fL1cilitic.s 

or 1oc;itcd in c lose p r o x i m i t y  to coal supplics. Supply volunics :ire also hcclgsd to  n high levcl throiigli 10 12. 

Operating performance lias bccn satisfactory with sonic exceptions. 
PI'L Encrgy's strategy i c l i cs  significnnrly on the operating performnncc of its nierchniit gcnci,;ition assets, a s  

ciut-of-scivicc i t t i i t s  csposc P P L  Energy t o  olwii marker purchases to  nicct its contrnctiiiil ohligations. Coiiscci i ic i i t ly, 

tlic compniiy tcquircs consiclcrnblv cnpital cxpendirurcs to ensiirc efficient a i i t l  l c l iab lc  operation. I)I'L Energy's 
gtiicration asscts have  generally chi ionst i ,ntcd good rcliiihility and nvnilnhility, with  c c l i i i v a l c n r  avn i l ab i l i t y  of a13o t i t  

YO'%. i iowcvcr, in 2008, PI'1.. Ehcrgy experienced Iowcr coal plant aviiilahility due t o  the collapse of t h e  

s u b s t i  t ict i i re surroiincling tlic hloiitotir linit 1 cooling t o w e i  and tuhc  Icuks ;it Brtiiinei- lslnnd from superheater 
pc!rforrii;iiicc issues. Tlic Vlontoi i r  un i t  1 cooling t(i\vcr si ihstiwturc Iias since hccn rcplnccd and tlic t h inne r  
supcrhcatci p io jcc t  was also nccclcratcd and coiiiplcted hy f i rs t  I i i i l f  2009. 

The flcct's gciieriitioii capacity h a s  incrcascd niodcstly. I n  J u l y  2005, 1'1'1. t!iicrg); ncq~ i i rcc l  thc 66.5 k1\V A t 3  
Ironwood ro l l  in PjM. I'hc lii s t  pliasc of  nuclcar t iprates a t  Siisclticlianiia unit I w x  complctctl in .ZOOS, w h i l e  unit 2 
iipr;ite of ;ibotit 145 M\V LWS coiiiplctcd iii 2009. I lowcvei ,  r h c  f k e t  loses aI1otit 60 M W  tr.c)m ckriitiiig afrei, thc 
s c i ~ i  h hers ;I re tu I 1 y in sta I I ctf . 
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hasc t h a t  pi o v i J c s  for r(!\cntic nud c~isli flow stn1,ility. arid tlicir, pos i t i ons  as riionopoly c i is t r ih t i tors  o f  e lect r ic i ty  

Miii,gins Iiii\;c i r i i p r o \ c d  due to ni3i l i c t  b tab i l i t y ,  consistent growth, ,ind fiivorahlc custoii ici niis. 

A n  cstiiI>IisIiccI r c g t i l n t o r y  cnvirorii i ici i t  t i nde rp ins  p r c d i m i h l c  c n s h  flo\vs Juring the LOOT-LO IO rcgiiliitoi y period. I n  
]:ire 2004, the compnnics wccivccl a favoriihlc r a w  dc tc i  i n i n a t i o n  f o r  ilic n e s t  f ' iw-yc: ir  ra te  I 

reccivc icventic recove ry  o n  a foinitila o f  "i<l'I m i n t i s  X " :  1<1'1 i s  t l ic re ta i l  pi.icc i i i d c s  (a  iiicasiiic ot  inf1;ition) and  
" X "  is a n  cf t ic icr icy  hctor. Liltc a11 tJ.k. di!,trihtitioii iict.woi Ii opcr.itors, ho\vc.vcr, \Y'I'l> is cupowcl io rlic r isk  ot  t l i c  

I cgtilatory rcsclt evety f i vc  !'cars. 'Thc rcgularor.v r i sk  \viis itnderscored in rlic Off ice of G:is ;and tlccti.icity M n r l t c t s '  

(Ol-'GLA4) August 2009 i n i t i a l  propos'ils for tlic 10 10-20 1 T pwiod. 'I h e  pioposcd cost o f  inpital is I o ~ v c r  than tha t  

~ i l l ~ i w c d  in othci  I cccnt regtilatory scrtlenicnts. I n  aildition. t he  total cspentlittirc :illo\vanic i s  a l s o  lower t h a n  

r e q  ti es t cd in the co i i i  pari i cs' ii n 'i I b ti s i n css pl '1 n s, I f  i 111 plcni cn rc:d ii s p r ,o  p( )sccl, t l ie  reset c() ti I C 1  Ii a r ni \Wl.)' s ti i i  a ricin I 
risk profile. 

WPU's  operating pcrformancc i s  so l ic i ,  a s  illwxratcd 11) rlic two operating companies' otitpcrform;inic of  the key 
service tai'gcts in the liitcst regulatory iiwssiiicnt (Arigust 2009) l i p  OFGEbl. WPIl 's  c a p i t a l  cxpcni1ittii.c wis  in l i n c :  
\+.it11 regu la to ry  targets in 2009. Despite the f;.ivoraI>Ic rcgtilatorv o u t c o n i c  s o  far, Wl'D's f i nanc ia l  m e t i  ics nnd i t s  

s u h s i d i w i c s  arc expected to r e m a i n  Ioiv hut stable. 1'1'1 ' s  s t r i i tcgy i s  to ieceivc cliviclcnds from \Y'l)l> w h i l c  providing 

D niiiiiiiial lcvcl of s u p p o r t .  

1'1'1- Montana stipplictl Noith\Vcstcrn Inc. wirh 450 X1W fit an avcmgc of $ 3 2  per MWh throtigh J u l y  2007. 'I h e  
I>clo.vv-market n a t u r e  o f  the  contract p;ivcd thc w a y  f o r  a n  cstcnsion. \Vhilc pricing f o i  t h e  supply i s  i i iutc i  inlly 
higher anti startcd a t  ahotit $47 pcr MWIi and  will inc ic i isc  to about $ S i  pci~  M\Vh b y  2014, rhc vol i inics t inder  
contract will Ix lower. IJntlci the tcrni of thc c o n t r ~ t ,  I V L  btontana is providing varying supplv, f r o n i  n high OF 
325 XlW, o n  pcak, in 2007, dowii to 200 M l V  o n  peak in LO 14. Still, with rl ic lcvcrngctl lease Joivn to SLOO 

inillion, the level of debt supports I'PL Montana 's  rating (plcasc scc full report on 1Lit ingsl:) ircct ptihlishcd J a n .  LA, 
2010). 

Profitability 
PPL's pi o f i t a l i l i r y  i s  Inrgcly t l i  ivcn hy  r l ic  1'1'1. b'nergp's stipply p o r t f o l i o ' s  pc i  iortnanc.c, w h i c h  is projcctcd to  

i n c i u s c  to alx)t i t  S5'X o t  c a s h  tlow after 20 I O .  1'1'1. Ekergy cntlciivois to ciistirc iii;irgin and cash tlow s tnh i l i t p  l i y  

entering into s l i o r t -  to intcriiiccli;itc-tcriii con t rac ts  for t l ic  expcc.rcd outpiit o f  its plmits, whilc hcdging a large 
p o r t i o n  O i  tlic cspei:tcd fticl i o  be tisctl. \Vc c x p c c t  20 I0 and 201 I to Ii;i\.c rclativcl! low variali i l i ty hiit with 
incrcasirig open csposurc  in 20 12. i < i s k s  :ire s ign i f i can t l y  h ighc i  in 2CI I 1 a n d  Iicyond hcc,iiisc of poteiiiiol cai l>oi i  

r isl is. Tlic for\c:ird sriip i s  not liquid anti f'orward priccs JIL' $t i l l  weak.  
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I'i'L Energy's sul isi t l iary. 1'1'1.. ,\.lantana, I c x c s  n 5 0 %  interclst in Colstrip units 1 ar id  2 r i n d  i i  , 3 O ' h  in terest  in unit 3 

uiidcr four 36-)c;ir, i io i i -ca i ice l l ; ih le  ope ra t i ng  Icascs. I.licrc o p c i  iitiiig leases arc not rccorclctl on 1'1'1 f..iicrgy's 
h n l a r i i c  slicer, ;ind LIS ii rcsiilr, St;ind:irtl &. Poor's cnpitalizes tlicsc leases resu l t i ng  in the addition of iilwtit S L O O  
inillion of off-1~;ilance-slicet dtbt cqiiivnlciir. 

111 adclition, in j t i n c  2 . 0 0 S ,  I'I'L Uncrg) I'liis agiccd to acqiiirc the 664 Srl\V AES lronwoocl l o n g - t e r m  tolling 
agi.ct:iiiciit. \\[!c impiitc a $ 3 L i  million dchr rclntccl to th i s  tolling agrccrncnt .  

Corporate govcrnance/Risk colerance/Financial policies 
Stnnclnrci t!k Poor's views I'I'L's f inn i ic in l  p o l i c y  ;is soiiicwliat aggrcssiw f r o m  a bondholder's perspect ive due  to 

iii:inagcnicnt's cmp l ins i s  on shnrchol(.lcr returns in the I-eccnt p i s t .  In 2007-200S, despite i t s  suhsrnri t ial  cnpitnl 

cspciicliturc progrnm tha t  rcsultcd in a negat ive free cash tlow. inanagcnicnr chose t o  use ahoui $7 1 i million ( i f  the 
$850 million in sale proccccls Froin the I. atiii A r i i c r i cn i i  t l ivest i turcs f o r  hilying hack stock even iis the ir icrcasc in 

cap i ta l  spend ing  t u  add1 css cnv i r  onn icn ta l  iicctls nccessitiitcd the use of ex te rna l  dcbt finniicing. Ke(x i ise (if  tlie 

dccli i ic in power prices, \v(! do not cxpci't  any share I cptircliasc through the Forecnst pci,iod (20 I J ) , ,  

Cash flow adequacy 
In LOO8, I'I)L,'s f ina ix . ia l  pcrformancc iind ciish flow g c i i c r n t i o n  dc tc r i o ru tc t l  f rom '1 coinbination of 
liiglici~-tliaii-cspcctc~l coal costs,  inipact on cash flow f r o i n  lower coa l  plant a v a i l u h i l i t y  due  to ;I m a j o r  outage at 

Monrot i r  tt ibc I caks  at i3runncr Island, ant i  f r o m  n in r l c - to -modc l  l o s s  on proprietary tixiing, and mark(!ting losses 

on forwnrd off-pcnlt cnci-gy purchases f o i ,  2009-20 12" 

\Vc espcctcd f i nanc ia l  m c t r i c s  to improvc soi i tcwh;i t  in LOOY n s  rlic issucs m c n t i o i i c d  ;il)ovc were rcsolvctl bot did 
t a s ign i f i can t  upward  monicnturn I ~ c c a t i s ~  ratcs w e r c  s t i l l  capped. With coa l  cost  dc-cliiiing anit tht: 

o p e r a t i o n a l  isst ies Icsolvcd, 1'1'1 's  ( i n c l u d i n g  I'I'L.IiU and \VI'1) a s  cqti ity i nvcs tmcn ts )  actjiistctf t F 0  to dcl)t  

improvcc l  to ahoiit 24.7% trom ahotit I6'% in 200s. \While t F 0  to tlcbt hiis improved, i t  r'crnnins low conipatul to 

tlic expec ta t i on  of 3 0 ' % -  3.5%: iiic;istircs that arc more  consis tent  with the c o m p a n y ' s  hnsincss r i s k  p r o f i l e  of 
"satisfactorv". Yet, ra t i ngs  WCI c not ilffktetl kccausc w e  expcct 11 s igr i i f ica i i t  inipio\eiiiciit in the coi i ipi iy 's  

t i r innc ia ls  a s  i r  csics i t s  i:appetl supply traitsition pcr io t f .  01ir ncsiicivc outlook i-eflccts t h c  w:ik f inai iLia1 riicti ics.  

huppoi ring t-hc f innitcia1 niciisiii cs, Iioivcvci, i s  t l i c  c.rpet:tiiriori ot ~i iiiocicst t i  cc cash tlow positivc p o s i t i o n  in 2009 
lor 1'1'1. 
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a r c  collriis, which pioviclc iipsidc slioiilei coiiiiiiodit\ prices rccovcr. I’hi. h d g c  price incor poratcs t l ic cost  of options, 
which arc (xi ieiirly J t  rhcir tloor riilw clue t o  LicprcssL“1 mnikcr pi ice$;. 

\Y/ith ;ilmost all and SS‘:‘o of‘cconoiiiic gc*iicr:ition hcclgcd f o i ,  20 IO aiitl 20 I I ,  rcspcctivcl;, \vc cxpcct ;in 

irnprovciiiciit in crcclit mcnsurcs iiiicl ;iJjustc:d I-FO t o  tirbt coiild icai:li .?Or!!#- 32%. \While rlicsc fi i innci; i l  r,irios nrc 
on t h e  lower end of rlic ‘ R I Z B ’  r:itiiig, a positiv 
bc considcrcci ndcqitatc to iiiairii-ain rlicsc I atin 

Still, I’PL. will nccd to iii;iiicuvcr rhrougli potentially longer-term dcprc 
lcvcl of cash Ilow (:oiisistciit with its dchr h i  cltn t h a r  a l s o  allows intur 
iiianncr that pi ~ : s c ~ ~ c s  credit qtiality. Althoiigli the forivnrd curve i s  in contango, rcccnt ~irotrntl-tlic-clocl~ prices in 

t h c  I’jM have been in rlic low-S 50 p c r  M\Vh nrca f o r  2(1 I I nncl 20 12, and Io i vc r  than PPI. Is iivcragc Iicdgcci pijic of 
1\Vh (energy o n l y ) .  \Ve cstimate that  on an open FBITL)A bxis ,  1’1’1.’~ gciicration wot~lt l  mnkc 52. t 

hillion - $2.2 billion in gross innrgin i n  LO I2 hascd on thc citrrcnr to rwi rd  ciiwe. Yet, should prictbs i i iovc c l o w n  h y  
2 scanclard deviations (Yth pcrccnt-ilc) w e  cspcct gross margins to  decline to  Y; 1 “Sj hillion - .$ I .9.F hillion hccatisc o f  
tlic espostire of :ihout 45% of the f lcc t ’s  cconomic gcncratioii to  Inar  kct prices. 

Liquidity and liability nia~iagcnient 
1’1’1 ‘s ahility to but t i css  pcrforrnaiicc in 2009 is most notal>le in its licliiidiry manngclncnt. t k l ow  :ire soiilc of  rlic 
I i q ii i ( I  it y c 11 I1 ‘1 n c i  ng s tc ps t;i I\: en hv t h c coni p:i n y : 

t imiting of s i x d i n g  on ths Bcll licnd project to rhc consti t i c t ion  and operating lic:ciisc ap~diLatitJl1 ( (  .oL*AS) 
r c la t cd  costs. 

cc cash flow position (‘ifter clivicicnds arid znpitiil cspeiitlirtircs) will 

d inal-ket conditions nnd gcncratc  a stc:idy 
I funding o i  its invcsrmcnr program in ~i 

T h e  rcttirn of $300 inillion in  c.oll:itcral held h y  I’PLEU relating to thc cspiratioii ot t h e  long-tc>rm c - o i i t r x r .  

0 A one  time dividend of  $200 million from the iiftc:r tax wmplctiori ti aiisition chargcs (C; IO) rcvciiiics rcccivcd hy  
I)I’LElJ during 2000. 

0 tI $200 million disrrilmtion r ccc i vcd  fi,om t h e  recapitalization of suhsidinry WI’I). 

5t:intlartl K: I’oor’s vicws I’I’L’s financ.inl ilcxil,ility a s  adcqtintc c l t i e  to cxpmtccl dcht  i i i3 t i i r i t ies  a n d  availahlc crctiit 
facilities. PI’I I-ncrgy, cscluding &’PI>, h a s  srroiig liqtiiclity, with $4. I I hillion in cicdit tncilitics, $.;.Z bil l ion of  

\vli ic:h iii;itiiix!s Ixyond 2.01 I .  As of L h .  31,  2009, tlicrc was a b o u r  9947 iiiillion in 1 O(’s Lind draws tinder these 
f x i l i r i c s ,  leaving a h o i i t  $3. 1.5 billion :icail,ihlc. t)cl>t mntrtritics fi t  I’PL C‘apital I-iinding anc l  1’l)i Energy s l i o u l d  hc 
iiianagcablc ovci, thc next Icw ycars, with o n l y  a $500 million w i t i i r i t y  ot  1’1’1. Energy  in 20 1 I ani1 ahotir 873s 
inillion i n  LO I 3. 
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A 
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Western Power Distribution (South Wales) PLC 
I w ~ e i  CierJil Rarinq BRBwNegative/A 2 

Senior Unscci~ied ( 2  I~wc~!,J BO& 
Western Power Distribtition (South West) PLC 
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3r?B /I\lcgativiliA 3 
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Research up  d ale: 

-I. Negative 
To laced 0 1 1  

After Acquisition 

We lowered our ratings on diversified energy company PPL Corp. (PPL) and 
its affiliates PPL Energy Supply (PPL Energy), LG&E and KU Energy LLC 
(LKE), Louisville Gas & Electric Co. (LG&E), and Kentucky Ut.ilities Co. 
(KU) to 'BBB' from 'BBB+'. 
We lowered the rating on PPL subsidiary PPL Electric Utilities (PPLEU) to 
'BBB' from 'A-'. 
At the same, time we placed all the 'BBB' ratings on Creditwatch with 
negative implications. 
The short-term ratings on Kentucky Utilities, Louisville Gas & El.ectric, 
and PPLEU are ' A - 3 ' .  
The downgrades and Creditwatch listing follow PPL's proposed acquisition 
of E.ON UK's Central Networks West PLC (CNW) and Central Networks East 
PLC (CNE) . 

On March 2, 2011, Standard & Poor's Rat.ings Services lowered the corporate 
credit ratings on PPL Corp. (PPL) and its affiliates PPL Energy Supply (PPL 
Energy), LG&E and KU Energy LLC (LKE), Louisville Gas & Electric Co. (LG&E), 
and Kentucky Utilities C o .  (KU) to 'BBB' from 'BBB+' and placed these ratings 
on Creditwatch with negative implications. We also lowered the rating on PPL 
subsidiary PPL Electric Utilities (PPLEU) to 'BBB' from 'A-'" The ratings 
actions follow PPL's planned acquisi.tion of E.ON UK's Central Networks West 
PLC (CNW) and Central Networks East PLC (CNE), two distribution networks in 
the United Kingdom. The Creditwatch listing is directly related to the 
execution of the financing plan for the acquisition, which includes a 
commitment by the company for a substant.ia1 issuance of equity. Resolution of 
the Creditwatch will depend on the ability of t h e  company to complete its 
financing activities consistent. with oiir expectations for the 'EBB' ratings. 
Allentown, Pa I -based PPL has about $12 7 bil1.i.m of .long-term debt, including 
$1" 6.3 billion of junior subordinated notes. 

The Creditwatch listing will remain until demonstrated progress on the 
permanent financing plan has been executed in line with our expectations. ?'he 
acquisition requires large permanent financing that has attendant: execution 
risks, and w e  will monitor PPb's ability to finalize this permanent financing 
We could remove the Creditwatch listing and assign a stable outlook if 
financing is consistent with our expectation. We coulcl lower the ratings if 
PPL 1s  unable to fully execute its permanent financing plan in a 
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credit supportive manner consistent with our expectations for '9138' ratings 

K a ti o 11 ale 
PPL's purchase price of E.ON UK's Central Networks utilities includes the 
assumplion of $ 8 0 0  million of public debt and cash of $5.6 billion (excluding 
related transaction expenses and fees) that will be funded through a 
combination of cash, common equity issuance at PPL, unsecured debt at CNW and 
CNE, and unsecured debt at an intermediate holding company (generically called 
UK Holdings) that will own CNW and CNE. In addition, PPI., will issue equity 
units at PPL Capital Funding, which will likely receive high equity credit 
under our rating criteria. Thjs acquisition will raise PPL's regulated cash 
flows to approximately 75% from the current level of 60%. Before PPL bought 
the Kentucky utilities, its regulated cash flows comprised less than 30%. The 
ratings change reflects our revisions, in accordance with our criteria, of 
PPL's business risk profile to excellent from strong and the company's 
financial risk profile to aggressive from significant. 

Our revision of the business profile to excellent reflects the addition of 
fully regulated disti-ibution utilities that have credit; -supportive U.K. 
regul.ation and no commodity exposure, since power for retail customers is 
procured by nonaffiliated retail suppliers. 'The Central Networks utilities are 
contiguous to PPL's existing U.K. utilities. After the acquisition of CNE and 
CNW, we expect 1 J . K .  operations LO be about 30% of PPL's consolidated cash 
flow. With this transaction, we are viewing all of PPZ's utility assets as 
part of a consolidated entity, whereas previously we considered only the 
quality of the utility's dividends to its parent. The stability of CNE and CNW 
along with existing uti.1i.ty assets in the U.K., Kentucky, and Pennsylvania, 
whi.ch we assess as excellent, wil.1 more than offset the business risk profile, 
which we assess as satisfactory, of PPL Energy's merchant generation, 
resulting in an excellent business profile. We expect the merchant generation 
business to comprise less than 25% of pro forma consolidated cash flows. 

Our revision of the financial risk profile to aggressive reflects in part the 
company's financial policies toward acquisitions, including funding with 
aggressive levels of hybrid securities. Furthermore, due to the company's 
strategy to focus on fully regulated operations and also expand its U.K. 
presence, we are incorporating consolidated financial measures for PPL in our 
anal.ysis. When reviewing the financial metrics, we are now including a l l  cash 
flows and debt obligations from the 1 J . K .  ut.ilities and PPLEU in PPL's 
f iriaricial measures. We expect consolidated financial measures, including 
ratios of debt. to EEITDA, funds from operations (FFO) to total debt, and debt 
to capilal, to range in the aggressive category of our financial risk profile 
Debt to EBITDP. should range between 4x and 5x, while we expect the percentage 
of FFO to debt to be i n  the mid-teens. These measures will support. ratings at 
the ' BBB' level on successful completion of Lhe permanent financing. 
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Short-term credit factors 
Standard & Poor's currently views PPL's liquidity as strong under its 
corporate 1.iquidity meth-odology, which categorizes liquidity in five standard 
descriptors. O u r  assessment of liquidity as strong supports PPL's 'BBB' issuer 
credit raring. Projected sources of 1iqui.dity--mainly operating cash flow and 
available bank lines--exceed projected uses--mainly necessary capital 
expenditures, debt maturities, and common dividends--by more than 1 . 5 ~ .  The 
ratio of sources over uses would be positive even after a 50% EBITDA decline. 
Additional factors that support the liquidity are PPL's ability to absorb 
high-.impact, low-probability events with limited need for refinancing, its 
flexibility to lower capital spending, its sound bank relationships, its solid 
standing in credit markets, and its generally prudent risk management. 

The Creditwatch listing will remain until demonstrated progress on the 
permanent financing plan has been executed in line with our expectations. The 
acquisition requires large permanent financing that has attendant execuLion 
risks, and we will monitor PPL's abi1it.y to finalize this permanent financing 
We could remove the Creditwatch listing and assign a stable outlook if 
financing is consistent with our expectation We could lower the ratings if 
PPL is unable to fully execute its permanent financing plan in a 
credit-supportive manner consistent with OUT expectations for 'EBB' ratings 

Related Criteria And Research 
* "CriLcria Methodology: Business Risk/Financial Risk Matrix Expanded," May 
27, 2009 

* "2008 Corporate Criteria: Analytical Methodology,It April 15, 2008 
"2008 Corporate Criteria: Ratios And Adjustments," April 15, 2008 

Ratings List 
Downgraded; Creditwatch Action 

PPL Corp. 
CorporaLe Credit Rating 

PPL Capital Funding Inc 
Senior Unsecured 
Junior Subordinated 

PPI, Energy Supply LLC 
Corporate Credit Rating 
Senior Unsecured 

PPL Electric Utilities Corp 
Corporace Credit Rating 

To From 

BBB/Watch Neg/-- BBB+/Stable/-- 

BBB-/Watch Neg BBB 
BB+/Watch Neg BBB- 

BBB/Watch Neg/ - - 
SBB/Wat.ch Neg BBE+ 

BBBi /Stab1 e /  - 

HBB/Watch Meg/P.-3 A-/Stable/A-2 
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Sen i or Secured 
Recovery Rating 
Preference Stock 
Commerciai Paper 

LG&E and KU Energy I,LC 
Corporate Credit Rat-ing 
Senior Unsecured 

Louisville Gas & Electric Co 
Corporate Credit Rating 
Senior Secured 
Recovery Rating 

Kentucky LJtilities Co. 
Corporate Credit Rating 
Senior Secured 
Recovery Rating 

BBBt/Watch Neg 
1 
BB+/Watch Neg 
A-3/Watch Neg 

BBB/Watch Neg/ - 
BBB-/Watch Neg 

BBB/Watch Neg/-- 
A-/Watch Neg 
1+ 

BBB/Watch Neg/A-3 
A-/Watch Neg 
I+ 

i 

BBB 
A- 2 

BBB+/Stable/-- 
BBB 

EBB t/Stable/ - - 
A 
I+ 

BRB -t / S tab 1 e /A- 2 
A 
l i  

Complete ratings information is available to subscribers of RatingsDirect on 
the Global Credit Portal at www globalcreditportal com All ratings affected 
by this rating action can be found on Standard & Poor's public Web site at 
www.standardandpoors.com. TJse the Ratings search box located i n  the left 
column 
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Research Update: 

the 'BBB' corporate credit ratings on diversified energy 
company, PPL Corp. (PPL), and affiliate PPIJ Energy Supply LLC (PPL 
Energy) on Creditwatch with positive implications. 

LLC, the parent company of Kentucky Utilities Co. (KU) and Louisville Gas 
& Electric Co (LGE). 

Electric IJtilities (PPLEU) . 

Virginia, and Tennessee, and by the Federal Energy Regulatory Commission. 

0 The Creditwatch listing follows PPL's proposed acquisition of E.ON U.S. 

* We affirmed the IA-I corporate credit rating on utility affiliate PPL 

* The transaction requires approvals by state regulators in Kentucky, 

Rating Action 
On April 2 8 ,  2 0 1 0 ,  Standard & Poor's Ratings Services placed its IBBBI 
corporate credit ratings on PPL and affiliate PPL Energy on Creditwatch with 
positive implications following the planned acquisition o f  E.ON U.S. The 
Creditwatch listing indicates that we could either raise or affirm the ratings 
following the completion o f  our review. At the same time, we are affirming the 
IA-I corporate credit ratings on PPLEU. The outlook on PPLEU is negative. We 
are also affirming the 'BBBt' corporate credit ratings on KU and LGE (see 
separate research update) . 

Allentown, Pa.-based PPL has about $4.7 billion of long-term debt at the 
end of 2 0 0 9 ,  excluding debt at PPLEU and the Western Power Distribution (WPD) 
group of companies. 

4 
d - 

R at i 0 I1 ;1 I e 
PPL will fund the all-cash $ 7 . 6 2 5  bjllion (excludimg $25 f l  million in related 
transaction expenses/fees) acquisition through a combination of cash on hand, 
common equity i.ssuance at, PPL, first-mortgage bonds at KU and LGE, and 
unsecured debt at Kentucky Holdings, K U ' s  intermediate holding company. In 
addition, PPL will issue equity units at PPL Capital Funding, which will 
likely receive high equity credit under our rating criteria. The enterprise 
value includes the assumption of $ 9 2 5  mi.llion of tax-exempt pollution control 
revenue bonds at KU and LGE. We consider the acquisition as large for the 
company, but note that. the transaction will include significant amount of 
equity finaiicing and utilize about $ 4 3 5  million of tax benefits, 

O u r  Creditwatch 1 isti.ng factors the inclusion of KU and LGE's business 
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risk profiles into PPL's portfolio. The acquisition would include these two 
fully regulated vertically-integrated electric utilities serving customers in 
Louisville and its surrounding area. The sl-rengths of these utilities include 
relatively predictable utility operations and associated cash flows, 
constructive regulatory environment, and competitive rates. The offsetting 
factor is the reliance on mostly all coal-fired generation, but the assets are 
up to date for current environmental requirements and have a significant 
proportion of future capital spending through 2014 approved in rates. 

The inclusion of the two utilities businesses will rebalance PPL's 
portfol.io towards a greater regulated mix. With regulated operations 
contributing 60%-65% of the overall cash flow after the acquisition compared 
with about 30% in 2009, the "excellent" business risk profile of the utility 
businesses will more than offset the I1satisfactory" business risk profile of 
the generation business. This will result in a pro forma "strongll consolidated 
business risk profile. We expect consolidated debt to EBLTDA and debt to 
capital ratios to range in the "significant" financial risk profile category. 
Projected FFO to debt at 23.5%-25% will likely support ratings at the higher 
end of the 'BBB' category on successful completion of the acquisition. 

financial risk profiles. Given the legal ring-fencing provisions in place, 
Standard & Poor's analyzes PPLEU and WPD as equity investments, with dividends 
to PPL as their primary contribution to the consolidated entity. The 
lower-risk dividends from these two companies, which contribute about 20% to 
PPL's cash flow, temper the merchant risk from PPL Energy. 

The expiration of PPLEU's long-term provider-of-last-resort (POLR) 
supply contract, which hitherto provided cash flow stability, has increased 
volatility of realized margins and PPL's liquidity requirements for 
collateral. As a result, PPL's and PPL Energy's business risk profiles are 
"satisfactory" compared with the Itstrong" position that the company enjoyed 
under the nine-year POLR supply plan with PPLEU. While PPL's cash flow is 
expected to improve because the company has contracted much of its 2010 and 
2011 generation at price levels that are substantially higher than the capped 
prices in 2009, existing ratings also reflect a backwardated EBITDA profile 
and execution risks associated with PPL's ability to achieve stronger 
financial metrics and counter the higher business risk that will come 
attendant with its greater merchant exposure. 

Current ratings on PPL predominantly reflect PPL Energy's business and 

Short-term crcdit factors 
Standard & Poor's views PPL's financial flexibility as adequate, in light of 
expected debt maturities and available credit facilities. PPI, Energy, 
excluding VJPD, has strong liquidity, with $4 11 billion in credit facj lities, 
$3.2 billion of which matures beyond 2011. As of Dec. 31, 2009, there was 
about $947 million in LOCs and draws under these facilities, leaving about 
$3.15 billion available. Debt maturities at PPL Capital Funding and PPL Energy 
should be manageable during t.he next few years, with only a $500 million 
maturity at PPL Energy in 2011 and about $735 mill.ion in 2013. 
Non-discretionary capital expenditure in 2010 aggregates approximately $550 
million, which includes environmental expenditure at Brunner Island and 
replacement of components at: Martin's Creek and Montour Still, discretionary 
spending at. the hydro units at Holtwootl and Montana (Project Rainbow) project 

www.standardandpoors.com/ratingsdirect 



could be substantial 

CreditWatc.11 
The Creditwatch listing will remain until transaction closing, with periodic 
updates. At financial close, we could raise the ratings on PPL, and PPL Energy 
by one notch if financing is consistent with our expectation. IIowever, 
material changes to the expected financial risk profile and cash flow 
generation capabilit-y of the pro forma company could stem this upward 
momentum. The acquisition requires large permanent financing that. has 
attendant execution risks. We will monitor PPL's ability to finalize permanent 
financing, which will also influence the Creditwatch listing. 

Kelared Kcscarch And Research 

Criteria Methodology: Business Risk/Financial Risk Matrix Expanded 

liatitigs List 

Ratings Affirmed; Creditwatch Action 
I-.. 

i ' PPL Corp. 
PPL Energy Supply LLC 
Corporate Credit Rating 

PPL Capital Funding Tnc 
Senior Unsecured 
Junior Subordinated 

PPL Capital Funding Trust I 
Preference Stock 

PPL Energy Supply LLC 
Senior Unsecured 

Ratings Affirmed 

PPL Electric Utilities Corp 
Corporate Credit Rating 

PPL Capital Trust 
Preferred Stock 

PPIl Electric Utilities Corp 
Senior Secured 
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Recovery Rating 
Preferred Stock 
Preference Stock 
Commercial Paper 

I 

BBB 
BBB 
A- 2 

Complete ratings information is available to Ratingsllirect on the Global 
Credit Portal subscribers at www.globalcreditpor-tal.com and RatingsDirect 
subscribers at www ratingsdirect.com. All ratings affected by this rating 
action can be found on Standard & Poor's public Web site at 
www.standardandpoors.com. Use the Ratings search box located in the left 
column. 
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Summary: 

PPL Corp. 
28JUl-2010 

Credit Rating: BBBNVatch PoslNR 

Rationale 
Standard & Poor's 'BBB' corporate credit ratings on PPL and affiliate PPL Energy are on Creditwatch with positive 
implications following the planned acquisition of E.ON U.S. LLC. The Creditwatch listing indicates that we could either 
raise or affirm the ratings after we complete our review. 

Allentown, Pa.-based PPL had about $4.7 billion of long-term debt at the end of 2009, excluding debt at PPL Electric 
Utilities Corp. (PPLEU) and the Western Power Distribution (WPD) group of companies. 

When PPL announced the E ON transaction in April 2010, it had proposed to fund the all-cash $7.625 billion (excluding 
$250 million in related transaction expenseslfees) acquisition through a combination of cash on hand, common equity 
issuance at PPL., first-mortgage bonds at Kentucky Utilities Co (KU) and Louisville Gas & Electric Co (LGE), unsecured 
debt at Kentucky Holdings, and issuance of equity units at PPL Capital Funding PPL will issue equity units at PPL 
"apital Funding. These units will receive high equity credit under our rating criteria. The enterprise value also includes 

I assumption of $925 million of tax-exempt pollution control revenue bonds at KU and LGE. We consider the 
acquisition as large for the company, but note that the transaction includes a significant amount of equity financing and 
has about $435 million of tax benefits. 

In June 2010, PPL successfully raised about $2 4 billion of common equity and placed $1 12 billion worth of equity units. 
We view PPL's ability to raise almost $3 5 billion in equity and equity-like funds to partly finance the acquisition as 
supportive of credit quality. 

Our Creditwatch listing factors the inclusion of KU and LGE's business risk profiles into PPL's portfolio. The acquisition 
would include these two fully regulated vertically-integrated electric utilities serving customers in Louisville and its 
surrounding area The strengths of these utilities include relatively predictable utility operations and associated cash 
flows, a constructive regulatory environment, and competitive rates The offsetting factor is the reliance on mostly all 
coal-fired generation, but the assets are up to date for current environmental requirements and have a significant 
proportion of future capital spending through 2014 approved in rates. 

The inclusion of the two utilities businesses will rebalance PPL's portfolio toward a greater regulated mix With regulated 
operations contributing 60% to 65% of the overall cash flow after the acquisition compared with about 30% in 2009, the 
"excellent" business risk profile of the utility businesses will more than offset the "satisfactory" business risk profile of the 
generation business This will result in a pro forma "strong" consolidated business risk profile We expect consolidated 
debt to EBITDA and debt to capital ratios to range in the "significant" financial risk profile category Projected funds from 
operations (FFO) to debt at 23 5% to 25% will likely support ratings at the higher end of the 'BBB' category on successful 
completion of the acquisition 

L has made a host of commitments to the Kentucky Public Service Commission (PSC), including agreeing to retain 
.,,e LGElKU headquarters in Louisville for another 15 years, promising no merger-related job cuts and agreeing to keep 
the utilities' current management Still, we believe that the transaction has risks While PPL has asserted that the 

I~~tps://~~ww.globalcredi tpoi~al.com/l-atii~~s~irect/showArticlePage.do?rnd=~JY 3>;11&articleId=8 1 I S96&,fr. ." 7/28/20 1 0 



[?8-Juli201 O] Suimnary: PPL, Corp. Page 2 of 3 

transactian is not predicated on merger synergies, the PSC has asked the company to explain why it has not undertaken 
a detailed analysis of potential merger synergies The PSC is also exploring whether PPL's operations in Pennsylvania 

:poses KU to market risks associated with operating in restructured electricity markets Hearings on the merger are 
Jcheduled in September 2010 and a final order expected by late September We also note that LGE and KU have 

related rate cases pending with the PSC 

Current ratings on PPL mostly reflect PPL Energy's business and financial risk profiles. Given the legal ring-fencing 
provisions in place, Standard & Poor's analyzes PPLEU and WPD as equity investments, with dividends to PPL as their 
primary contribution to the consolidated entity. The lower-risk dividends from these two companies, which contribute 
about 20% to PPL's cash flow, temper the merchant risk from PPL Energy. 

The expiration of PPLEU's long-term provider-of-last-resort (POLR) supply contract, which hitherto provided cash flow 
stability, has increased volatility of realized margins and PPL's liquidity requirements for collateral. A s  a result, PPL's and 
PPL Energy's business risk profiles are "satisfactory" compared with the "strong" position that the company enjoyed 
under the nine-year POLR supply plan with PPLEU. While PPL's cash flow is expected to improve because the company 
has contracted much of its 2010 and 2011 generation at price levels that are substantially higher than the capped prices 
in 2009, existing ratings also reflect a backwardated EBITDA profile and execution risks associated with PPL's ability to 
achieve stronger financial metrics and counter the higher business risk that will come attendant with its greater merchant 
exposure 

Short-term credit factors 
Standard & Poor's views PPL's financial flexibility as adequate, in light of expected debt maturities and available credit 
facilities. PPL Energy, excluding WPD, has strong liquidity, with $4.1 1 billion in credit facilities, $3.2 billion of which 
matures beyond 201 1 I As of Dec. 31, 2009, there was about $947 million in letters of credit and draws under these 
facilities, leaving about $3.15 billion available. Debt maturities at PPL. Capital Funding and PPL Energy should be 
manageable during the next few years, with only a $500 million maturity at PPL Energy in 201 1 and about $735 million in 
U 3. i 

,J 

Nondiscretionary capital expenditures in 201 0 total about $550 million, which includes environmental spending at the 
Brunner Island plant and replacement of components at the Martin's Creek and Montour plants. Still, discretionary 
spending at the hydro units at Holtwood and Montana (Project Rainbow) project could be substantial. 

Cred itWa tch 
The Creditwatch listing will remain until the transaction closes, with periodic updates. At financial close, we could raise 
the ratings on PPL and PPL Energy by one notch. However, material changes to the cash flow generation capability of 
the pro forma company or its expected financial risk profile could stem this upward momentum. 

Related Criteria And Research 
Criteria Methodology: Business RisklFinancial Risk Matrix Expanded, published May 27, 2009 

Primary Credit Analyst: 

Secondary Credit Analyst: 

Aneesh Prabhu, New York (1) 212-438-1285, 
a neesli-p ra Lr hu @sta nda rda nd poa rs. c om 
Swami Venkataraman, CFA, San Francisco (1) 415-371-5071, 
swami-venkataraman@?standardandpoors cam 

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any pari 
thereof (Content) may be modified. reverse engineered, reproduced or distributed in any form by any means, or stored in a database 
or retrieval system, without the prior written permission of S&P The Content shall not be used for any unlawful or unauthorized 
purposes SBP, its affiliates, and any third party providers. as well as their directors, officers, shareholders, employees or agents 
(collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content S&P Parties are 

onsible for any errors or omissions, regardless of the cause, for the results obtained from the use of the Content, or for the 
or maintenance of any data input by the user The Content is provided on an "as is" basis S&P PARTIES DISCLAIM ANY 
L EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 

.RCHANTABILITf OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BlJGS, SOFTWARE ERRORS 
dR DEFECTS, THAT THE CONTENTS FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE 
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION In no event shall S&P Parties be liable to any party for any direct, 
indirect, incidental, exemplary, compensatory, punitive. special or consequential damages, costs, expenses, legal fees, or losses 

https ://www. globalcreditpoi-tal .coi/ratiiigsdirect/sliowArliclePage .do?rnd=UY 3 xU&articleId=8 1 1 596&fr. ~. 7/2 8/20 1 0 



[28-J~1;20 101. Summa1y: PPL (301-17. 

(I"icluding,'.without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if 
advised of the possibility of such damages 

Page 3 o i 3  

redit-related analyses, including ratings, and statements in the Content are Statements of opinion as of the date they are 
dxpressed and not statements of fact or recommendations to purchase, hold, or sell any securities or to make any investment 

sions S&P assumes no obligation to update the Content following publication in any form or format The Content should not be 
L d on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or 
clients when making investment and other business decisions S&Ps opinions and analyses do not address the suitability of any 
security S&P does not act as a fiduciary or an investment advisor While S&P has obtained information from sources it believes to 
be reliable. S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it 
receives 

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of 
their respective activities As a result, certain business units of S&P may have information that is not available to other S&P 
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received in connection with each analytical process 
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Research Update: 

PPL Cory>. Upgraded +' And Off 
Creditwatch On Expected Closing Of E,. 
Acq uisi t ion 

Overview 
0 We resolved the Creditwatch listing on diversified energy company PPL 
Corp. and affiliate PPL Energy Supply LLC (PPL Energy) on the expected 
Nov. 1, 2010, acquisition of E.ON U.S. LLC and its utility subsidiaries, 
Louisville Gas & Electric Co. (LG&E) and Kentucky Utilities Co. (KU), for 
$7.625 billion. 

pro forma consolidated company's expected stronger credit profile due to 
a reconfigured business strategy that we expect will garner at least 
two-thirds of the projected operating cash flows from fully regulated 
utilities. The outlooks are stable. 
We are revising the outlook on utility affiliate PPL Electric Utilities 
(PPLEU) to stable from negative and affirming the IA-' corporate credit 
rating . 

e We are affirming the 'BBB+' corporate credit ratings on E.ON, LG&E, and 
KU. The outlooks are stable. 

0 We are raising the issue rating to 'A/A-2' from 'BBBt' and assigning a 
'l+I recovery rating on LG&E's approximately $575 million of outstanding 
tax-exempt pollution control bonds to reflect the addition of first 
mortgage bonds as collateral and their secured status. 

e We are upgrading PPL and PPL Energy to 'BBB+I from IBBB' to reflect the 

Rating Action 
On Oct. 27, 2010, Standard & Poor's Ratings Services raised the corporate 
credit ratings on PPL and PPL Energy to 'BBB+' from 'BBB'. At the same time, 
we removed the ratings from Creditwatch with positive impl.i.cations, where we 
put them on April 28, 2010, following the acquisition announcement. The 
out1ook.s are stable. We affirmed the 'A.-' rating on PPLEU and revised Lhe 
outlook to stable from negative. In addition, we affirmed the 'BBBtl ratings 
on LG&E and KU, and their parent, E.ON U.S. The out-,looks are stable. Also, we 
raised the rat,ings on LG&E's approximately $575 million of tax--exempt 
pollution control revenue bonds to 'A' from 'BBBt' to reflect the addition of 
first. mortgage bonds as collateral fos the duration of the bonds. For these 
newly collateralized bonds, we are assigning a recovery rating of '1+', 
reflecting our highest expectation of full recovery oE principal (100% 
recoveryj in a default scenarj-o. Fol.lowi.ng the closing of acquisition, E.ON 
1J .S .  will change its name to LG&E and KU Energy LLC. 

consolidated company following the acquisition closing ~ The inclusion of 
regulated LG&E and KU into the PPL portfolio is expected to contribute at 

The  upgrade reflects our opinion of an improved credit profile of the 

Srandard & l'oor's I RatingsDirect on the Global Credit Portal I October 27.2010 2 
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least two-thirds of overall operating cash flow compared with existing 
majority of cash flow coming from unregulated operations. In our opinion, the 
excellent business risk profiles of the regulated utilities will more than 
offset PPL Energy's satisfactory business risk profile. This results in a pro 
forma strong consolidated business risk profile. We expect consolidated debt 
to EBITDA and debt to capital ratios to range in the significant financial 
risk profile category. 

Rationalc 
For the $6.7 billion cash poxtion of the $7.625 billion acquisition (excluding 
$250 million in related transaction expenses/fees), PPL will use cash on hand, 
approximately $2 billion of LG&E and KU debt, and $800-$900 million of senior 
unsecured debt at LG&E and KU Energy LLC (intermediate holding company) that 
will ultimately be issued. In order to complete the acquisition, PPL will draw 
down its PPL Energy credit facility by about $3 billion after which it is 
expected to conduct permanent financing that will be used to repay the 
short-term outstanding debt. PPL has also issued $2.4 billion of common equity 
and PPL Capital Funding issued $1.1 billion of equit.y units that receive high 
equity credit under our rating criteria. 

excluding debt at PPLE1.I and the Western Power Distribution (WPD) group of 
companies. Excluding PPLEU and WPD debt, pro forma PPL debt is expected to be 
about $9 billion. 

LG&E and KK7 are fully regulated vertically-integrated electric utilities 
serving customers in Louisville and its surrounding area. The strengths of 
these utilities include relatively predictable utility operations and 
associated cash flows, constructive regulatory environment, and competitive 
rates. The offsetting factor is the reliance on a fleet of mostly coal-fired 
generation, but the assets are up to date for current environmental 
requirements and have a significant proportion of future capital spending 
through 2014 approved in rates. 

provider-of-last-resort (POLR) supply contract, which hitherto provided cash 
flow stability, has increased volatility of realized margins and liquidity 
requirements for collateral. While PPL Energy's cash flow is expected to 
improve because it has contracted much of its 2010 and 2011 generation at 
substantially higher prices than in 2009, Ratings also reflect a 
backward-dated EBITDA profile and execution ri.sks associated wit.h PPL Energy's 
ability to achieve stronger financial metrics and count,er the higher business 
risk that will come attendant with its greater merchant exposure. Market 
fundament.als also have weakened. The expected tightening of reserve margins in 
the PJM Interconnection has not materialized because of t.he economic slowdown I 
Some drop in demand has depressed RPM prices (rest of RTO pri.ceJ as well as 
auctions/RFPs of neighboring utilities (FirstEnergy, Allegheny) We consider 
PPL's financial risk profile to be significant, with adjusted financial 
measures expected to be in line for the rating. We expect that financial 
measures will continue at current levels as full cost recovery fol!.owing t.he 
acquisition. We expect. consolidated debt to EBTTDA and debt to capital ratios 

Allentown, Pa.-based PPL has about $4.7 billion of long-term debt 

For PPL Energy, the expiration of PPLEU's long-term 

www.standardandpoors.corn/ratingsdirect 3 
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to range in the significant financial risk profile category. Projected FFO to 
debt in the 22%-23% range is expected to support ratings at the higher end of 
the 'BBB' category. 

Short-term credit factors 
The short-term rating on PPL and affiliates is 'A-2'. Standard & Poor's views 
PPL's liquidity as strong under its corporate liquidity methodology, which 
categorizes liquidity in five standard descriptors. Projected sources of 
liquidity, mainly operating cash flow and available bank lines, exceed 
projected uses, mainly necessary capital expenditures, debt maturities, and 
common dividends, by more than 1 . 5 ~ .  Sources over uses would be positive even 
after a SO% EBITDA decline. Additional factors that support the liquidity are 
PPL's ability to absorb high-impact, low-probability events with limited need 
for refinancing, its flexibility to lower capital spending, its sound bank 
relationships, its solid standing in credit markets, and generally prudent 
risk management. We will assess the pro forma liquidity of newly combined 
company once bank credit facilities and other short-term financing have been 
finalized. 

Out Io o k 
The stable outlook on PPL and its subsidiaries, and those of LG&E and KU, 
reflect our expectation that management will maintain a strong business 
profile by focusing on its regulated utilities and not increase unregulated 
operations beyond current levels. The outlook also reflects expectations that 
cash flow protection and debt leverage measures will be in line for the 
rating. Specifically, our baseline forecast includes FFO to total debt of 
about 23%, debt to EBITDA under 4x, and debt leverage to total capital of 
about 5 2 % ,  consistent with our expectations for the ' B B B + '  rating. Given the 
company's mostly regulated focus, we expect that PPL will avoid any meaningful 
rise in business risk by reaching constructive regulatory outcomes and not 
expand its unregulated operations. We could lower the ratings if unregulated 
cash flow expectations lag due to weaker demand for power in the PJM market or 
forecasted financial measures are not sustained at expected levels. Although 
unlikely over the intermediate term, we could raise ratings if the business 
risk profile moves further towards excellent and financial measures exceed our 
base line forecast on a consistent basis, including FFO to total debt in 
excess of 2 3 % ,  debt to EBITDA below 4x, and debt to total capital around S O %  

Related Critcria And Research 
* 2008 Corporate Criteria: Analytical Methodology 
Criteria Methodology: Business RisklFinancial Risk Matrix Expanded 

* 2008 Corporat-e Criteria: Ratios And Adjustments 
* Methodo1,ogy And Assumptions: Standard & Poor's Standardizes Li.quidity 
Descriptors For Global Corporate Issuers 
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PPL Corp. 
PPL Energy Supply LLC 
Corporate Credit Rating BBBt /Stable/- - BBB/Watch Pos/-- 

PPL Capital Funding Inc. 
Senior Unsecured 
Junior Subordinated 

BBB 
BBB- 

BBB-/Watch Pos 
BB+/Watch P o s  

PPL Capital Funding Trust I 
Preference Stock BBB - BB+/Watch Pos 

PPL Energy Supply LLC 
Senior Unsecured BBB+ BBB/Watch Pos 

Ratings Affirmed/Outlook Action 

PPL Electric Utilities Corp. 
Corporate Credit Rating 

LJ Senior Secured 
Recovery Rating 

Preference Stock  
Commercial Paper 

A-/Stable/A-2 A-/Negative/A-2 
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BBB 
A-2 

Ratings Affirmed 
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Louisville Gas & Electric Co 
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Corporate credit rating BBB+/Stable/-- 
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Resenrch Update: Pl'L Corp. Ilpgr~ded To 'BBB+'  And  Off Credit Watch  On F.xpected CIosiizg Of E.Oh' 
A cq1trsrrm I?  

Complete ratings information is available to KatingsDirect subscribers on the 
Global Credit Portal at www.globalcreditportal.com and RatingsDirect 
subscribers at www.ratingsdirect.com. All ratings affected by this rating 
action can be found on Standard EL Poor's public Web site at 
www.standardandpoors.com. IJse the Ratings search box Located in the left 
column. 
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M a j o r R at  i ng Factors 
Strengths: 
* Regulated utilities proditce recurring operating cash flow; 
4 Low-cost coal and nuclear generation; 
* Operating diversity i n  merchant generation fleet; and, 
0 Merchant generation has been contributing stable cash flow due to hedging 

activities. 

. . . . . . ... -. . . - . - .. . . .. 

BBBt/Stable/NR 

Wcaknesses: 
4 More than one-third of consolidated cash flow from riskier unregulated operations; 
4 Exposure to potentially stricter environmental standards, especially regarding carbon dioxide; and 
* Cash flow erosion from lower power prices. 

Ration a1 e 
The ratings on PPL. Corporation reflect the regulated cash flows of vertically integrated utility subsidiaries I<entucky 
IJtilities Co. (IUJ) and L.ouisville Gas & Electric Co. (L.G&E), along with clividend payments from PPL. Electric 
1Jtilities Corp. (PPLEU) and Western Power Distribution Holdings L d .  (WPD), both of which we, for our analysis, 
consider as equity investrnents of PPL .. When determining PPL's credit quality, we consider the predictability of 
PPLEU's and WPD's dividend contributions to PPL. since the utilities are considered to be insulated from the rest of 
PPL through structiiral enhancements that restrict, to some extent, the utilities' business and financial activities. In 
conjunction with these regulated cash flows is the higher business risk of unregulated generation owned through 
PPL Energy Supply LLC (PPL Energy). After incorporating these various affiliates, we consider PPL.'s business risk 
profile to be 'strong'. Allentown, Pa.-based PPL has about $9 billion of long-term debt excluding that of WPD and 
PPLEIJ. 

.-y. 
w 

I'PL's strong business risk profile reflects 'excellent' business risk profiles for the vertically integrated utilities ICU 
and l..G&E, and electric T&D utility I'PL.EIJ and WPD's electric distribution utilities. PPI, Energy's business risk 
profile is considered 'satisfactory', rcflccting the merchant status of the generation portfolio. L.G&E and KU,  
subsidiaries of PPL.'s incermediate holding company L.G&E and K1J Energy LL.C, serve electric and natural gas 
c ti s tom ers sca t te red tli rough out I< en t uc k y, i ncl t i  d i  ng Lo u is v i I I e a n d Lex i ng ton. The s tre ngt lis o f these titi I it ies i ncl LI d e 
relatively preclictable utility operations with steady cash flows, constructive cost recovery, and relatively low ratcs 
derived from low-cost coal-fired generation. Although generation is mostly coal-fired, the plants meet current 
environmental requirements and have a significant amount of capital spending through 2014 that should bc 
recoverable through rates. PPLEU is a low-risk regulated electric T&D ticility that serves about 1.4 million 
custoniers in central and eastern Pennsylvania. Residential and commercial customers comprise about 80% of the 
utility's sales. PPL.El.J's ci.edit profile benefits from an ailtomatic adjustment mechanisiu for recovery of future 
transmission-relalecl costs and a rate rider that provides for the pass tlimugli of power costs to ratepayers outside a 
base rate proceeding. %he future of coiiiperitive power markets i n  Pennsylvania continues to temper the utility's 
business profile. PPLEU's insulation does not isolate it from l'I'L,'s credit quality, and lower ratings on PPL. coulrl 

i 
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result in lower iarings on PPL EIJ. KIP13 I S  a United Kingdom-based holding company thar selves 2.6 million 
cusronieis through elecrric cfistirburion subsidiaries \Vestern P ~ J W ~ I -  Diitribution (South \Vest) PL C and \Vestern 
Powei Distilburion (South \Vales) P L C  

PPL Energy is the intermediate holding company for \W" and iouglily 1 1,500 iVlW of unregulated generation that 
consists of well-located low-cost nuclear and coal plants. With the expiration at  the end of 2009 of a long-term 
supply contracr with affiliate PPLXIJ, PPL Energy's cash flow is expected t o  improve since most of its 2010 a n d  
201 1 generation is under contract a t  substantially h i g h  prices. I--lowever, there is increased margin volatility and 
greater collateral requirements that require more liquidity. Credit quality is negatively affected from lingering 
uncertainty surrounding the competitive generation market in  Pennsylvania. Potential sysremic negative drivers 
include low natural gas prices that would affect the dark spread between coal and natural gas fired generation assets 
and a significantly more restrictive environmental standard than currently expected. We consider PPL,'s financial risk 
profile to be 'significant' and expect adjusted financial measures to be in line for the raring. For our forecasts of PPL, 
we corisider ITLEU and WPD as equity investments and remove all their outstanding debt when we cleconsolitlare 
these two affiliates from PPL.. Projected funds from operation (FFO) to debt i n  the 22.%-230/0 range and debt to 
total capital of about .52% would support ratings at  the higher end of the 'BBB' category. Projected debt to EBI'TDA 
around 4x would further supporr the rating. Projected free operating cash flow is expected to be positive, but with 
net cash flow (FFO less dividends) projected to be less than capital spending levels, external financing would be 
necessary. FFO interest coverage is projected to exceed .Sx. 

Short-term credit factors 
Standard eC Poor's views PPL.'s liquidity as 'strong' under its corpoi'ate liquidity methodology, which categorizes 
liquiclity in five standard descriptors. 'Strong' liquidity supports PPL.'s 'BBB+' issuer credit rating. Projected sources 
of liquidity, mainly operating cash flow and available bank lines, exceed projected uses, mainly necessary capital 
expenditures, debt maturities, and common dividends, by  more than 1 ..Sx. Sources over uses would be positive even 
after a S O %  EBITL)A decline. Additional factors that support rlie liquidity are PPL's ability to absorb high-impact, 
low-probability events with limited need for refinancing, its flexibility to lower capital spending, its sound bank 
relationships, its solid standing in  credit markets, and generally prudent risk management. Debt maturities at PPL's 
funding entity PPL Capital Funding and PPL. Energy should be manageable during the next few years, with a $500 
million rnaturity a t  PI'L. Energy in 201 1 and about $7.35 million in 2013. For PPILU,  the only significant maturity 
through 2014 is a $400 million issuance due in 201 3. 

The stable outlook on PPL.. a n d  its alfiliates reflect o u I  expectation tlxit management will maintain a strong business 
profile by focusing on its regulated utilities and not increasing uriregulareti operations beyond current levels. 'The 
outlook also reflects expectations tha t  cash flow protection ani1 debt leverage measures will be in line for the rating. 
Specifically, oiir baseline forecast includes F F O  to total debt of about 2.3'%, debt t o  EBIIDA under 4s, and  ctel-jt 
leverage t o  total capital of about 5 2 % ,  consistenr with otir expectations f o r  the 'BBB+ '  raring. Given the company's 
mostly regulated focus, we expect t h a t  PPL will avoid a n y  meaningful rise in business i isk by ixaching constructJve 
regulatory outcomes and  not expanding its unregulated operations. \Ve could lowel. the ratings i f  unregulated cash 
flow expectations lag due co weaker deniand for power i r i  the PjM market, oi forecasted financial ineastires a r e  not 
sustainable at expected levels. Although unlikely over die iriterinediate rerni, we co~ild mise ratings i f  the business 
risk profile is considei ed 'excellent' a n d  financial measures exceed oiir hase line forecast on  a consistent kisis, 
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P P L  corp.  

Including FFO to rota1 debt iii ex(es5 o t  ,376, clebt ro EBITTDA below 4 ~ ,  a n d  debt to roul capital a r o u n d  50% 

Table 1. 

-__I_ -.- Industry Sector: Energy 

Ratino 
PPL Corp. Allegheny Energy Inc. FirstEnergy Corp. Public Service Enterprise Group Inc. 

I as of Nov 8,2010 BBBt/Stable/-- BBB-/Stable/-- BEB-/Stable/-- BBB/Stable/A-2 

--Average of past three fiscal years- - 
(Mil.  $) 
Revenues 3,174 5 3,260 6 13,095 3 12.061 4 
Net income from cont oper 351 1 400 2 1,219 0 1,380 4 

2,231 4 Funds from operations (FFO) 992 a 793 3 2,506 1 
Capital expenditures 999 B 976 9 2,652 6 1,599 3 

Debt 4,834 9 4,288 6 16,572 5 8.389 1 

___ 

Cash and short-term investments 464 7 302 5 516 0 337 4 - -- 

Preferred stock 250 0 0 0  0 0  80 0 
Equity 2,758 6 2.844 1 8.605 7 7,719 8 
Debt and equity 7,593 5 7,132 7 25.178 2 16,108 8 

Adjusted ratios 
EBlT interest coverage (x) 2 8  3 2  2 5  5 8  
FFD int cov (X) 4 8  3 8  3 1  5 4  
FFO/debt 1%) 20 5 18 5 15 I 26 6 

06 -_ Discretionary cashflow/debt (%) (7 9) (6 6 )  15 4) 
Net cash flow/capex (%] 48 6 73 4 69 9 99 5 

"'. 
_* 

Total debt/debt plus equity (YO) 63 7 60 1 65 8 52 1 

Return on common equity (%) 11 8 13 7 13 2 18 6 
Cornnion dividend payout ratio (un-adj ) ( % I  139 7 19 0 53 5 46 5 
"Fully adjusted (including postretirement obligations) 

___ 

Table 2 

-.___I____ - Industry Sector: Energy 

--Fiscal year ended Dec. 31- 

2009 2008 2007 2006 2005 
BBBiNegativei-- BBB/Stable/- BBB/Stable/- BBB/Stable/-- BBB/Stable/- -- ~ _ _ _ _ _ _ _ _  Rating history 

(Mil. $1 
Revenues 

Net income from continuinq op~rat ions 30 2 466 3 556 7 436 5 316 1 

l________-- l___~-_  

2 L 9 8 F  ---___ 3,548 2 3.787 6 2.187 7 2,847 6 
- - _ I _ _ ~ - - _ _ _  ____-__ 

Funds from operations (FFO) 1,274 7 720 8 980 4 913 7 699 6 
Capital expenditures 704 8 1,260 2 1.034 2 781 9 449 4 --__ 
Cash and short-term investments 311 3 765 4 317 5 800 6 254 1 

Debt 51102 5.572 6 3.822 0 3.469 8 3 670 1 
_I_ _________--_____ 

Preferred stock 250 0 250 0 250 0 0 0 
2,317 2 - 2 875 4 2,726 6 1.673 9 2 903 0 - _  - - ~ ~ _ _ _ _ _ _ - _  Equity ____ _____. 
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PPL. Corp. 

c": Table 2. 
L, 

Debt arid eouitv 7 985 6 8 299 2 6 495 8 6 372 8 5 987 4 
.I____ -I__ 

, .  

Adjusted ratios 
€BIT interest coverage (xi 1 2  3 5  3 8  3 6  2 5  
FFO int cov (x) 5 9  3 6  5 0  4 8  4 5  

Discretionarv cash ilow/debt ( % I  i o  a (18 1 )  (17 1 )  14 81 ( 1  01 

FFO/debt I % )  24 9 12 9 25 7 263 19 1 - 

Net Cash Flow / Capex (Yo) 105 1 I6 9 48 8 64 5 99 0 
Rebt/debt and equity (Yo) 64 0 67 I 58 8 54 4 61 3 

13 I 
____I___ 

Return on common equity (YO) 10 5) 16 8 19 1 15 8 
Common dividend mvout  ratio lun ad1 1 ( % I  1,723 7 1053 82 5 93 7 0 
'Fully adjusted (including postrerirement obligations) 

Table 3. 

--Fiscal year ended Dec. 31,2009-- 

PPL Corp. reported amounts 

Operating Operating Operating 
income income income Cash flow Cash flow 

Shareholders' (before (before (after Interest from from Dividends Capital 
Debt __I" equity D&A) D&A) D&A) expense operations operations paid expenditures 

Reported 4,198 5 2,607 4 4583 4583 232 2 1905 1,365 5 1,365 5 517 0 703 8 ___ 
- ) Standard & Poor's adjustments 

Y 

Operatinq leases 773 5 1125 41 2 412 4 1 2  71 3 71 3 43 0 
Intermediate (250 0) 250 0 - (16 8) 16 8 16 8 16 8 
hybrids reported 
as debt 

Postretirement 324 8 32 8 32 8 32 8 0 4  17 5 17 5 
benefit 
obligations 

- __ 

Accrued interest 63 4 - 
not included in 
reported debt 

interest 
Capitalized " -  420 (42 0) 142 0) (42 0) 

Share-based 
compensation 
expense 

23 0 

Reclassification 19 0) 
o i  nonoperating 
income 
(expenses] 

Reclassification _ _  - (4158) 
of 
working-capi tal 
cash flow 
changes 

Minority 
interests 

18 0 
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us 
decommissioning 
iund 
contributions 

347 5 347 5 
I__- 

Other 
Total 911 7 268 0 145 3 97 0 650 669 385 0 (90 8) 16 8 1 0  
arfiiislments 

Standard & Poor's adjusted amounts -. 
Operating 

income Cash flow Funds 
(before Interest from from Dividends Capital 

Debt Equity D&A) EBITDA EBlT expense operations operations paid expenditures 
Adjusted 5,1102 2,875 4 603 6 533 8 704 8 5553 297 2 2574 1,7505 1,274 7 
"PPL Corp reported ariiouiits shown arc taken from [lie company's financial statements but might include adjustmerits made by data providers or reclassifications made by 
Standard & Poor's analysts Please note that two reported amounts ioperatiiiy income before D&A and cash flow from opecatiansl are used to derive more than one Standard & 
Poor's.adjusted amourit loperating income before D&A and ERITDA, and cash flow from operations and funds from operations, respectively) Consequently, the first section in 
some tables may feature duplicate descriptions arid amounts 

I_ ___- I_ 

Related Critcria And Rcsearch 
e 2008 Corporate Critei la: Analytical Methodology 
* Criteria Methodology: Business RisMFiiianrial Risk Mati ix Expanded 
e 2008 Corporate Criteria: Ratios And Adlusriiients 

Issuet s 
, e Methodology And Assumptions: Standard & Poor's Stanctardizes Liquidity Descriptors For Global Corporate 

-- 
. . . . . . .  . . .  ... 

. . . .  . . .  . .  . . . . . .  . . . . . . . . .  
PPI. Corp. 

Corporate Credit Rating BBBt/Sta  b I e /N R 
Junior Subordinated (2 Issues) BBB- 
Preference Stock (1 Issue) BBB- 
Senior Unsecured (3 Issues) BBB 

Corporate Credit Ratings History 

27-0Ct-2010 BBBt/Stab le /NR 
28 Apr-2010 BBB/WatcR Pos/NR 
27-Jan-2009 BBB/Negative/NR 

Business Risk Profile Strong 

Financial Risk Profile Siunificant 

. __..__--l.l̂ .-l" __ .-._-_.l..l-____" .. --._ . l_l;l ......... -._____ .. 

"II____-_~_-...-.-_I__-- .I__--- .-...__I.--___--.._--r ---- ...-I _ . ~ -  ...... l____l.-l_.._ll_l__.__ ...... 

_I.L I.-_ _._^___ .-.-I - ~ _ . - _ I _ _ ~ _ _  ^.____ x__I__ _-._. -_I._ _._- __.-I._,-. _-_-_ ~ - ~ - " - .  

Related Entities 
Kentucky Utilities Co. 

Issuer Credit Rating 

Senior Secured (3 Issues) 
Senior Secured (7 Issues) 

LG&E and KU Energy LLC 

Issuer Credit Hating 

BBBt/Stab le /A-Z 
A 
A/A-2 

BBB+/StabIe/-  
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PPL.  corp. 

(, ' . -' 1; 
.~ -. . . . . .. . . . . . . . . _. .. .. . . . . ... - 

Senior tlnsecured (2 Issues) BBB 
Louisville Gas & Electric Co. 
Issuer Credit Rating 
Senior Secured (2 Issues) 
Senior Secured (1 1 Issues) 
Seriior Unsecured (1 Issue) 
PPL Electric Utilities Corp. 
Issuer Credit Rating 
Commercial Paper 
L oca1 Currency 

Preference Stock ( 1  Issue) 

BBBt/Stahle/NR 
A 
A/A-2 
AIA-2 

A-/Stahlc/A-2 

A-2 
BBB 

Senior Secured (6 Issues) A- 
Senior Secured (2 Issues) A/Developing 
PPL Energy Supply LLC 

Issuer Credit Rating BBBt/Stahle/NR 
Senior Unsecured (12 Issues) BBBt 
PPL Montana LLC 

Senior Secured (1 Issue) BBB-/Stable 
Western Power Distribution Holdings Ltd. 
Issuer Credit Rating EBB-/Stahle/A-3 

Senior Unsecured (2 Issues) BBB- 
Western Power Distribution (South Wales) PLC r 

Issuer Credit Rating BBBt/Stable/A-Z 
Senior Unsecured (3 Issues) BBBt 
Western Power Distribution (South West) PLC 

Issuer Credit Rating BBBt/Stahle/A-Z 
Senior Unsecured (4 Issues) BBBt 
'Unless othcrwiye noted all ratings in this report are global scale ratings Standard & Poor s credit ratings on the global scale are romparable arross countries Standard 

& Poor's credit ratings o n  a national scale are relative to obligors or obligations within that specific country 

,,i 
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We resolved the Creditwatch with negative implications and affirmed the 
'BBB' ratings on diversified energy company PPL Corp. and its affiliates 
PPL Electric Utilit.ies (PPLEU), PPL Energy Supply (PPL Energy), LG&E and 
KU Energy LLC (LKE), Louisville Gas & Electric Co. (LG&E), and Kentucky 
Utilities Co. (KU). The outlook on the ratings is stable. 
At the same time, we resolved the Creditwatch listing and affirmed the 
'BEB' ratings on PPL's I J . I< .  affi.liates: PPL WW Holdings Ltd. 
(intermediate holding company formerly known as Western Power 
Distribution Holdings Ltd.) and PPL WW's distribution network operators 
( D N O s )  Western Power Distribution (South Wales) and Western Power 
Distribution (South West); and the new intermediate holding company PPL 
WEM Holdings PLC and its DNOs Western Power Distribution (West Midlands) 
and Western Power Distribution (East Midlands). The outlook on all the 
ratings is stable. 
We raised the short-term ratings on KU, LG&E, PPLEU, Western Power 
Distribution (East Midlands), Western Power Distribution (West Midlands), 
PPL WEM, PPL WW, Western Power Distri.bution (South Wales), and Western 
P o w e r  Distribution (South West) to ' A - 2 '  from 'A-3', and we removed the 
Creditwatch listing. 
The ratings actions and Creditwatch actions come as the result of PPL's 
recently completed common stock and equity offerings. 

Rat i n g Act; o n 
On April 15, 2011, Standard & Poor's Ratings Services affirmed its 'BBBI 
corporate credit ratings on PPL Corp. and its affiliates PPL Electric 
Utilities (PPLEU), PPL Energy Supply (PPL Energy), LG&E and I W  Energy LLC 
(LKE), Louisville Gas & E1ectri.c Co. ( I , G & E ) ,  and Kentucky Utilities Co. (KU). 

A t  t,he same time, we removed the ratings from Creditwatch with negative 
implications, where we put  them on Mar-ch 2, 2011, following the acquisition 
announcement. (See "PPL, Corp. Is Lowered To 'BBB' Arid Placed On Creditwatch 
Wegative After Acquisition Announcernerit, '' published March 2, 201 1 " )  We also 
resolved the Creditwatch listings and affirmed the 'BBB' rar.irigs OII P P I L ' s  U.K. 
affiliates : PPI,  WW 'tloldings Ltd. (interrnedi.ate holding company formerly known 
a s  Western Power Distribution Holdings Ltd. and PPL WWls distribution network 
operators ( D N Q s )  Western Power Distribution (South Wales) and Western Power 
Distribution (South West) ; and the new intermediate holding company PPL WEM 
Holdings PL,C and its D N O s  WesLern Power Distribution (West Midlands) and 
Western Power Distribul.iori (East Midlands) . The outlook on all the ratings is 
stable. We raised the s h o r t - t e r m  ratings on KU, LG&E, PPLEU,  Western Power 
Distribution (WPL)) (East Midlands), WPD (West Midlands), PPL WEPI, PPL WFJ, WPD 
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(South Wales), and WPD (South West) to 'A-2' from 'A-3' I 

,- 

Allentown, Pa.-based PPL has about $12.7 billion of long--term debt, i.ncluding 
$1.63 billion of junior subordinated notes. lncluding all junior subordinated 
notes, we estimate pro forma debt to be roughly $16.6 billion. 

The ratings affirmations and removal of the Creditwatch listings follow PPL's 
recently completed offerings of 92 million shares (after exercise of the 
overallotment option) of PPL common stock (roughly $2.3 billion of gross 
proceeds), and 19.55 million (after exercise of the overallotment option) of 
equity units (roughly $978 million of gross proceeds), to which we assi.gn high 
equity content.. 

PPL completed the equity financing as part of the permanent financing plan for 
the completed acquisi.tion of E.ON U.K.'s Central Networks West PLC and Central 
Networks East PLC. The CrediLWatch listing was directly related to the 
execution of the financing plan for the acquisition, which included the 
company's commitment of a substantial issuance of equity. PPL will use 
proceeds from both issuances to repay a portion of a f3.6 billion 364-day 
bridge facility that funded the acquisition April 1. The company will repay 
the remai.ning balance on the bridge loan with proceeds from future permanent 
debt issuances as indicated by PPL. 

iia ti 011 a1 c 
For the cash portion of its acquisition of E.ON U . I < . ' s  Central Networks, PPL 
issued the common stock and equity units and expects to issue unsecured debt 
at intermediate holding company PPL WEM Holdings PLC and its two new operating 
subsidiaries, WPD (West Midlands) and WPD (East Midlands). PPL's regulated 
cash flows should rise to approximately 75% from 60% before it completes the 
acquisition. Before PPL bought the Kentucky utilities, its regulated cash 
flows comprised less than 3 0 % .  Due to the potential cash flow contribution to 
the consolidated PPIJ family from the enlarged U.K. operations, we believe that 
the U . K .  group is now a core part of PPL's strategy. Therefore, we matched the 
ratings on all these entities with our rating on PPL. We rate PPL WW's senior 
unsecured debt one notch lower than its long-term rating to reflect structural. 
subordination We would take the same approach to rating any debt PPI, WEM 
issues. For more information an the rating methodology for the U . K . .  group, 
pl.ease see "U.K. QpCos WPD West And East Midlands Downgraded To 'BBB/A--3' On 
New Owner; New I-loldCo Rated 'BBE/A-3' ; On Watch Neg, I' published April 12, 
2011" 

Our assessment of the business profile as excellent reflects the addition of 
fully regulated distribution ut ilities thaL have credit supportive U.K. 
regulation arid no commodity exposure, since power for retail customers is 
procured by nonaffiliated ret;iil suppliers The new DNOs ai-e contiguous t.o the 
U K. utilities PPL's already o m s  We expect U K. operations Lo be about 30% 
of PPL's consolidaLed cash flow The stzability of U.K cash flows, which are 
b,ires-only distribution ut iiities, along with existing utility assets i n  
Kentucky and Pennsylvania, all of which wc assess as excellent, will more than 
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offseL the business r i s k  profile of PPI, Energy's merchant generation, which we 
assess as satisfactory, resulting in an excellent business profile overall \Je 
expect t he  merchant gerierar.ion business to comprise less than 25%- of pro forma 
consolidated cash flows. 

We consider the financial risk profile to be aggressive, which reflects in 
part. t.he company's financial policies toward acquisitions, including funding 
with aggressive levels of hybrid securities. The consolidated financial 
measures include all cash flows and debt: obligations from the U . K .  ut.ilities 
and PPLEU in PPL' s Einaricial measures" We expect consolidated financial 
measures, including ratios of debt to EBITDA, funds from operations (FFO) to 
total debt, and debt to capital, to range into the aggressive category of our 
financial risk profjle. Debt to EBITDA should range between 4x and 5x, while 
we expect: the percentage of FFO to debt to be in the mid-t.eens. These measures 
will support ratings at the 'BBB' level on successful compl.etion of all the 
permanent financing. 

Liquidity 
Standard & Poor's currently believes PPII's liquidity is adequate under its 
corporate liquidity methodology, which categorizes liquidity in five standard 
descriptors. (See "Standard & Poor's Standardizes Liquidity Descriptors for 
Global Corporate Issuers,'' published July 2, 201.0. )  Our assessment of PPL's 
liquidity supports our 'BBB' issuer credit rating on the company. Its 
projectzed sources of 1 iquidity--mainly operating cash flow and available bank 
lines--exceed its projected uses--mainly necessary capital expenditures, debt 
maturities, and common dividends-by about 1 . 2 ~  over the next 12 to 18 months. 
We expect net sources to remain positi.ve, even if EBITDA declines more than 
15%. Compliance with financial covenants could survive a 15% drop in EBITDA, 
in our view. Further supporting our liquidity assessment is PPL's ability to 
absorb high-impact, low-probability event,s with limited need for refinancing, 
its flexibility to lower capital spending, its sound bank relationships, its 
solid standing .in credit markets, and its generally prudent risk management. 

The stable outlook on our ratings on PPIJ and its all rated subsidiaries 
reflects our expectation that management will maintain an excellent business 
profile by focusing on its regulated utilities and will not increase 
uriregulat.ed operations beyond current levels. The outlook a:! so reflects our 
expectations that cash flow protection and debt leverage measures will be in 
1 ine  for the rating. Specifically, our base.line forecast: includes FF0 to total 
debt of around 15%, debt to EBU'I'DA between 4r. arid Sx, and debt leverage to 
total capital under 6 0 % ,  consistent with our expectations for the 'BBB' 
rating. Given the company's mostly regulated focus, we expect that PPL will 
avoid any meaningful rise in business risk by reaching constructive regulatory 
outcomes and limit its unregulated operati-ons to existing levels" We could 
lower the ratings if PPL cannot sustain consolidated financial measures of FFO 
to total debt of at least 12%, deht to EBITDA below Sr:, and debt leverage 
under 62%. This could occur i f  market power prices continue to remain weak due 
to ongoing depressed demand. Although unlikely over the intermediat.e term, we 
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could raise ratings if the business profile further strengthens and if 
financial measures exceed our base line forecast on a consistent basis, 
including FFO to total debt in excess of 20%, debt to EBITDA below 4x, and 
debt to total capital around 505;. 

Related Criteria And Research 
e U . K .  OpCos WPD West And East Midlands Downgraded To 'BBB/A-3' On New 

0 U.K.-Based WPD Operating Cos Downgraded To 'BBB/A-3' And Placed On Watch 

e Standard & Poor's Standardizes Liquidi1.y Descriptors for Global Corporate 

e Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, May 

0 Corporate Ratings Criteria 2008: Analytical Methodology, April 15, 2008 
0 Corporate Ratings Criteria 2008: Ratios And Adjustments, April 15, 2008 

Owner; New I4oldCo Rated 'BBB/A-3'; On War.ch Neg, April 12, 2011 

Neg After Same Action On I J . S .  Parent PPL, March 3, 2011 

Issuers, July 2, 2010 

2'7, 2009 

Ratings List 
Ratings AT firmed; Credj tWatch Action, Upgraded 

PPL Corp. 
PPL Energy Supply LLC 
LG&E and KU Energy LLC 

To 

dJ Corporate Credit Rating RBB/Stable/-- 

From 

BBB/Watch Neg/-- 

Kentucky Utilities Co. 
Western Power Distribution (South West) PLC 
Western Power Distribution (South Wales) PLC 
WPD West Midlands PLC 
WPD East Midlands PLC 
PPL WW Holdings Ltd. 
PPL WEM Holdings PLC 
PPL Electric Utilities Corp. 
Louisville Gas & Electric Co. 
Corporate Credit Ra tj nq BBB/Scable/A-2 BER/Watch Neg/A - 3 

Kentucky Utilities Co 

Recovery Rating 
Senior Secured 

LC&E and KU Energy LIJC 
Senior Unsecured 

Louisville Gas & Electric Co 
Senior Secured 
I?ecovery Rating 

A- 
1+ 

A- 
i +  

A-/Watch Neg 

BBB-/Watch Neg 

A-/Watch Ney 
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Senior Unsecured 
Junior Suboidinated 

PPL Electric Utilities Corp 
Senior Secured 

Preference Stock 
Recovery Rating 

PPL Energy Supply LLC 
Senior Unsecured 

PPL WEM tIol.dings PLC 
Senior unsecured 

PPL WW Holdings Ltd. 
Senior Unsecured 

WPD East Midlands PLC 
Senior Unsecured 

WPD West Midlands PLC 
Senior Unsecured 

> Western P o w e r  Distribut _. 
Senior [Jnsecured 

Western P o w e r  Distribut. 
Senior Unsecured 

BBB- 
BB+ 

BBB+ 
1 
BB+ 

BBB 

BBB - 

BBB - 

BBB 

BBB 

on (South Wales) PLC 
BBB 

on (South West) PLC 
BBB 

BBB-/Watch Neg 
BBc/Watch Neg 

BBB+/Watch Neg 

BB+/Watch Neg 

BBB/Watch Neg 

BBB-/Watch Neg 

BBB-/Watch Neg 

BBR/Watch Neg 

BBB/Watch Neg 

BBB/Watch Neg 

BBB/Watch Neg 

Complete ratings information i s  available to subscribers of RatingsDirect on 
the Global Credit Portal at www.globalcreditportal.com~ All ratings affected 
by this rating action can he found on Standard & P o o r ' s  public Web site at 
www. standardandpoors. corn. Use t-he Ratings search box located in the l e f t  
column 
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Major Rating Factors 
Strengths: 
* Regnlated utilities generate steady operating cash flow; 
e L.ow-cost coal and nuclear generation; 
6 Operating diversity in merchant geiieration power plants; and, 
* Rolling hedging strategy for inei chant generation results in stable cash flow. 

BBB/Watch Neg/NR 

Weaknesses: 
* Materially riskier iinregulated operations; 
6 Acquisitive, with aggressive use of hybrid securities for partial funding; 
* Exposure to pending environmental standards, especially regarding carbon dioxide; and 
* Cash flow erosion from lower power prices. 

Ratio na 1 e 
The ratings on PPI. Corp. and affiliates I<entucky I l t  
and KIJ Energy LLC (L.I<E), PPL. Electric Utilities Corp. (PPLEIJ), PPL Energy Supply LLC (PPL Energy), Western 
Power Distribution (South West) PLC, and Western Power Distribution (South Wales) PLC are on CreditWatch 
with negative implications. Affiliate Western Power Distribution I-Ioldings Ltd. is on Creditwatch with developing 
implications. The Creditwatch listings followed PPL.'s planned acquisition of E.ON UK's Central Networks West 
P1.C (CNW) and Central Networks East PLC (CNE), two distribution networks in the LJ.K. The Creditwatch listing 
directly relates to the execution of the financing plan for the acquisition, which iiicludes a commitmelit by the 
company for a substantial issuance of equity. Resolution of the Creditwatch will depend on the company's ability to 
complete its financing activities consistent with our expectations for the 'BBB' ratings. 

Allentown, Pa.-based PPL has about $13.4 billion of debt, including $1.63 billion of junior subordinated notes. 

PPL's purchase price of Central Networks utilities includes the assumption of $800 millioll of public debt and cash 
of $5.6 billion (excluding related transaction espenses and fees) that i t  will fund initially through a bridge loan and 
ultimately thro~tgli a combination of cash, common equity issuance a t  IJPL, unsecured debt at CNW and CNE, and 
unsecured debt at an intermediate holding company (generically IJK Iloldings) that will own CNW and CNE. 111 

addition, 1'1'1. will issue equiry units aL PPL Capital Funding, which will likely receive high equity credit uiitlet our 
rating criteria. This acquisition will raise PPL's regulated cash flows to about 7.5% from the current 60%. Before 
PPI.. bought the Kentucky utilities, its regulated cash flows were less than 30%. The ratings change reflects our 
revisions, in  accordance with our criteria, of PPL's business risk profile to excellent from strong and the company's 
financial risk profile to aggressive from significant. 

es Co. (KIJ), Louisville Gas lk Electric Co. (LGkE) ,  LG&E 

The excellent business profile reflects the addition oi  fully regulated distribution utilities that have credit-supportive 
1J.K. regulation and no commodity esposiire, since power for retail customers is procured by nonaffiiiatecl retail 
suppliers. The Central Networlts utilities are contiguous to PPL.'s existing U.K. utilities. Aftcr the acquisition of CNE 
and CNW, we expect t J . 1 ~ .  operations ID be ahout 30% of PPI.'s consolidated cash flow. With this transaction, we 
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are viewing all of IJIJL's utility assets as pal t of a consolidated entity, whereas previously we tonsidered only the 
quality of [he utility's dividends to its parent. The stabrlitv of CNE and CNW, along w i t h  existing utility assets in 
the [J.K., Kentucky, and Pennsylvania, which we assess as excellent, will mole than offset the satlsf'mory business 
risk profile of PPL Eneigy's merchant generation, resulting III a consoldated btistness profile of excellent. We expect 
the merchant generation business to contribute less than 25% of pro forma consoldated cash flows. 

Our  revision of the financial risk profile to aggressive reflects in part the company's financial policies roward 
acquisitions, including funding with aggressive levels of hybiid securities. Furthermore, due to  the company's 
sti'ategy of focusing on fully regulated operations and also expanding its U.K. presence, we are incorporating 
consolidated financial measures for PPL in our analysis. When reviewing the financial metrics, we are now including 
all cash flows and debt obligations from the tJ .K utilities and PP1.E.U in PPL,'s financial measures. We expect 
consolidated financial measures, inclucling ratios of debt to EBITL)A, funds from operations (FFO) to total debt, and 
debt t o  capital, to range in the aggressive category of our financial risk profile. Debt to EBITDA slioultl range 
between 4x and Sx, while we expect the percentage of FFO to debt to be in the niiti-teens. These measures will 
support ratings at  the 'BBB' level when the company successfully completes its permanent financing. 

Short-term credit factors 
Standard ik Poor's currently views PPL's liquidity as strong under its corporate liquidity methodology, which 
categorizes liquidity in five standard descriptors. Our assessment of liquidity as  strong supports PPL's 'BBB' issuer 
credit rating. Projectcd sources of liquidity--1iiainly operating cash flow and available bank lines--exceed projected 
uses-mainly necessary capital expenditures, debt maturities, arid coininon dividends--by more than 1 ..Sx. The ratio 
of sources over L I S ~ S  would be positive even after a 50% E.BITDA decline. Additional factors that support the 
liquidity are PPL.'s ability to absorb high-impact, low-probability events with limited need for refinancing, its 
flexibility to  lower capital spending, its sound bank relationships, its solid standing in credit markets, and its 
generally prudent risk management. 

Crcdi t Watch 
The Creditwatch listing will remain until the company demonstrates progress on the permanent financing plan in 
linc with our expectations. The acquisition requires large permanent financing that has attendant execution risks, 
and we will monitor PI'l.'s ability to finalize this permanent financing. We could remove the Creditwatch listing and 
assign a stable o u t l o o k  i f  financing is consistent with our expectation. We could lowcr the ratings if PPL. can't ful ly  
execute its permanent financing plan i n  a credit-supportive mannei consistent with our expectations for 'BBB' 
ratings. 

Related Criteria Arid Research 
2008 Corporate (31 iteria: Analytical Rilethodology 

0 Criteria Methodology: Business I<isldFinancial Iiislc Matrix Fxpandetl 
2008 Corporate Criteria: Ratios And Arfj~ist~nents 

0 h4ethodology And Assumptions: Standar,d PC Poor's Standardizes L iquidity LJescriptors For Clohal Corpoiate 
Issuers 
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'.. i 

____- _______l_-__l___-_x-- 

Industry Sector: Energy _____ 

Rating as of March 17, 2011 BBBNatch  Neg/-- BBB /Stable/ BBB/Stable/A 2 
PPL Corp. FirstEnergy Corp. Public Service Enterprise Group Inc. Ameren Corp. 

BBB /Stable/A 3 
_ _ _ - ~  ~ 

_. 
--Average of past three fiscal years-- -~ -_ 

~ _ -  (Mil. $) 
Revenues 5,285 6 13,266 0 11,995 5 7 577 3 
Net income from cont oper 483 9 1,044 0 1,466 6 452 0 
Funds from operations (FFO) 1,560 7 2,675 2 2,494 4 1,836 9 
Capital expenditures 1,1774 2,352 5 1,874 5 1,668 3 
Cash and short-term i n v e s t m e n t r  721 6 812 7 290 2 419 7 

_I_-- 

Debt 8,598 5 17,675 4 8,875 7 9,223 1 

Prcfcrrcd stock 333 3 00 53 3 88 7 
Equity 4,776 7 8,451 R 8,533 B 7,6190 
Debt and equity 13,375 2 26,126 4 17,409 5 16.842 1 

Adjusted ratios 
EBlT interest coverage (x) 2 7  2 4  6 2  3 0  

__ _. 

~ _ _ _ _  

FFO int cov (X) 4 8  3 2  6 0  4 6  
FFOidebt (YO) 18 2 15 1 28 1 199 

(2 81 Discretionary cash flow/debt 1%) (1 2) (2 51 1 0  
Net cash flow / capex (%) 86 6 85 2 97 1 85 0 
Total debtidebt plus equity [YO) 64 3 67 7 51 0 54 8 

"__-"-_____ 

-__l__l_- 

Return on common equity (Yo) 12 7 10 9 17 5 5 6  
Common dividend payout ratio (un-adj ) (%) 111 4 64 2 46 0 95 0 -.-- 
'Fully adjusted [including postretirement obligations) 

Table 2 

lndustrv Sector: Enerov 

--Fiscal year ended Dec. 31-- 

2010 2009 2008 2007 2006 
BBBt/Stable/-- BBB/Negative/-- BBB/Stable/-- BBB/Stable/-- BBB/Stable/- 

- ~ _ _ _ _  
---___ll".l__l~-- Rating history 

_ _ _ _ I ~  -- (Mil. $1 
Revenues 8,521 0 3.548 2 3,787 6 2,187 7 2,847 6 
Operating income (bel D&A) 2,565 0 603 6 1,260 4 1,121 9 1,0163 
Operating income [after O&A) 1,944 9 306 Z 1,018 2 934 4 795 3 
Net income from continuing operations 955 0 30 2 466 3 556 7 436 5 
runds from operations (FFOI 2,686 6 1.274 7 720 8 980 4 913 7 
Capital expenditures 1,567 0 704 B 1,260 2 1,034 2 781 9 

- 
I___-____-_ _____- 

Free operating cash flow 763 6 1,045 7 (503 3) (178 1 )  242 2 
fliscrelioriaiy cash flow 180 8 511 9 ( 1  011 0) (653 B) (166 8) 

1,080 0 311 3 765 4 317 5 800 6 Cash and short-term investments 

3.469 B Debt 15,112 8 5 1102 5,572 6 3 822 0 

-I ___-_I__ - __ - _ _ _  - - _ -I__ - - _"  ___ __ 
_ _ _ _ _ _ _ _ _ _ _ - _ ~  

-- _II ____.--I ^l_l_____l_ _ll_ll_-lll-_-l_ ~~ 
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Preferred stock 500 0 250 0 250 0 250 0 0 0  
Equity 8,728 0 2,875 4 2,726 6 2,673 9 2 903 0 
Debt and equiLy 73.840 8 7,985 6 8,299 2 6,495 8 6,372 8 

Adjusted ratios 
ERlT interest covcraqe (x) 3 0  1 2  3 5  3 8  3 6  

~ ..__.- 
- _ _ _ _ _ ~ I -  

EBlT interest coverage (x)n 3 0  1 2  1 6  3 8  3 6  

EBITDA interest coverage (x) 3 8  2 2  4 4  4 5  4 4  

4 8  FFO int cov (x) 4 8  5 9  3 6  5 0  

FFO/deb\ (%) 17 8 24 9 12 9 25 7 26 3 
._ 

Free operating cash flow/debt ( % I  5 1  20 5 (9 0) (4 7)  7 0  

Oiscretionary cash flow/debt (%) 1 2  10 0 (18 1) (17 1) (4  81 

Net cash flow / capex ( % I  134 3 105 1 16 9 48 8 64 5 

Oebt/debt arid i m ~ i t v  1%) 63 4 64 0 67 1 58 8 54 4 

_I_ 

_- 

Return on common ecluity (YO) 17 a (0 5) 16 8 19 1 1 5 8  

Common dividend payout ratio (un-ad] I ( % )  63 4 1.723 7 1053 82 5 93 7 

"Fully adjusted (including postretirement obligations) \Postretirement obligations using actual returns 

Table 3 

--Fiscal year ended Dec. 31,2010-- 

I PPL Corp. reported amount< 
-- 

(.- 2 - 
Operating Operating Operating 

Shareholders' income income income (after Interest Cash flow from 
Debt equity (before D&A) (before _I_ D&A) D&A) expense ___ operations- 

Reported 13,357 0 8,478 0 2.422 0 2.422 0 1,866 0 593 0 2,033 0 

Standard & Poor's adjustments __I 

Operating leases 662 0 1150 50 9 50 9 50 9 64 1 

Intermediate hybrids (250 0) 250 0 (16 8) 16 8 
reported as debt 

Postretirement benefit 1,177 8 28 0 28 0 28 0 243 8 
obligations 
Accrued interest not 166 0 - 
included i n  reported debt 

Caoitalired interest 30 0 130 0) 

. ~ - l _ _ _ l _ _ _ .  

- I ~  -__ -- 

- 

Share-based 26 0 - 
compensation expense 

Reclassifiration of 
working-rapital cash flow 
chanqes 

__l______l____l l -~___I - .------_-__l___-l ___I_- 

US decornmrssronrng j14 0) 
fund contributions 

Other 1 7 0  

297 6 
~~ 

Total adjustments 1,755 8 143 0 104 9 78 9 64 2 250 0 - _ _ _ ~ _ _ _ _ -  -~ 
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r"";l;.. Table 3 

Standard & Poor's adjusted amounts -- 
Operating 

income Interest Cash flow from 
Debt Equity (before D&A) EBITDA EBlT expense operations 

Adjusted 15,112 8 8,728 0 2,565 0 2,526.9 1,900 9 657 2 2,330 6 

'PPL Corp reported amounts shown are taken from the company's financial statements but might include adjustments made by data providers or reclassifications made 
by Standard & Poor s analysts Please note that two reported amounts [operating income before D&A and cash flow irom operations) are used to derive more than one 
Standard & Poor's-adjusted amount (operating income before D&A and EBITDA. and cash flow from operations and funds from operations, respectively) Consequently, 
the first section in some tables may feature duplicate descriptions and amounts 

- 

PPL Corp. 
Corporate Credit Rating 

Junior Subordinated (2 Issues) 

BBB/Watch Neg/NR 

BBt/Watch Neg 

Corporate Credit Ratings History 

02-Mar-201 1 

27-flct-2010 

BBB/Watch Neg/NR 

BBB+/Stable/NR 

Kentucky Utilities Co. 

Issuer Credit Rating 

Senior Secured (5 Issues) 
Senior Secured (2 Issues) 
Senior Secured (3 Issues) 
LG&E and KU Energy LLC 
Issuer Credit Rating 

Senior Unsecured (2 Issues) 
Louisville Gas & Electric Co. 

Issuer Credit Rating 

Senior Secured (1 1 Issues) 
Senior Secured (1 Issue) 
Senior Secured 12 Issues) 

PPL Electric Utilities Corp. 
Issuer Credit Rating 

Commercial Papor 

Local Currency 
Preference Stock (1 Issue) 

Senior Secured (8 Issues) 
PPL Energy Supply LLC 

Issuer Credit Rating 

BBB/Watch Neg/A-3 

A-/A-3 
A-/NR 

A-/Watch Neg 

BBB/Watch Neg/-- 

BBB-/Watch Neg 

BBB/Watch Neg/A-3 

A./A-3 
A-INR 
A-/Watch Neg 

BBB/Watcti Neg/A-3 

A-3/Watch Neg 

BBt/Watch Neg 

BBBt/Watch Neg 

BBB/Watch Neg/NR 
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P P L  Corp. 

Senior Unsecured (12 issues) 
PPL Montana LLC 
Senior Secured (1 Issue) BBB-/Positive 

Western Power Distribution Holdings Ltd. 
issuer Credit Rating BBB-/Watch Oev/A-3 

Senior Unsecured (2 Issues) 
Western Power Distribution (South Wales) PLC 
issuer Credit Rating BBB/Watch Neg/A-3 

Senior Unsecured (3 Issues) 
Western Power Distribution (South West) PLC 
issuer Credit Rating BBB/Watch Neg/A-3 

Senior Unsecured (4 Issues) 
"Unless otherwise noted, all ratings in this report are global scale ratings Standard & Poor's credit ratings on the global scale are comparable across countries Standard 

& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country 

BBBNatch  Neg 

BBB-/Watch Neg 

BBB/Watch Neg 

BBB/Watch Neg 
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