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PPL companies

LG&E and KU Enerpgy LLC
Mr. Jef.f DBRPUBI‘I State Regulation and Rates
Executive Director 220 West Main Street
Kentucky Public Service Commission PO Box 32010
211 Sower Boulevard Louisville, Kentucky 40232
www.lge-ku.com
P.O.Box 615
Frankfort, Kentucky 40602-0615 Rick E. Lovekamp
Manager - Regulatory Affalrs
February 24, 2015 TSN

F 502-627-3213
rick.lovekamp@lge-ku.com

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

Dear Mr, DeRouen:

Pursuant to the Commission’s Order dated September 30, 2010 in the
aforementioned case, Louisville Gas and Electric Company (“LG&E”) and
Kentucky Utilities Company (“KU"), (coliectively, the “Companies™) submit
one copy of the Securities and Exchange Commission (“SEC”) Form 10-K
for PPL Corporation and its current and former subsidiaries for Period Ended
December 31, 2014. This information is being made pursuant to Appendix C,
Commitment No. 21.

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

Please confirm your receipt of this filing by placing the File Stamp of your
Office with date received on the extra copies. Should you have any questions

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

Sincerely,

SEST. i

Rick E. Lovekamp
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Annual report with a comprehensive overview of the company

The information contained herein may not be copied, adapted or distributed and Is not warranted o be accurate, complete or timely. The user
assumes all risks for any damages or losses arising from any use of this information, except to the extent such damages or losses cannot be
limited or excluded by appiicable faw. Past financial performance is no guarantee of future resulls.



UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

[Xi ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the fiscal year ended
December 31,2014
OR
[ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the transition period from
o

Commission File Registrunt; State of Incomporation; IRS Employer

Number Address and Telephone Number Identification No,

1-11459 PPL Corpoaration 23-2758192
{Exact name of Registrant as specified in its chanter)
(Pennsylvania)
Twa North Ninth Street
Allentown, PA 18101-1179
(610}774-5151

1-32944 L Energy Supply, LLC 33-3074920
(Exact name of Registrant as specified in its cherter}
{Dclaware)
Two North Ninth Street
Allentown, PA 18101-1179
{610)774-5151

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

333173665 LG&E and KU Energy LLC 200523163
(Exact name of Registrant ns specified in its chanter)
(Kentucky)
220 West Main Street
Louisville, Kentucky 40202-1377
(502)627-2000

1-2893 Louisville Gas and Electric Company 610264150
{Exact name of Registrant as specified in its charter)
(Kentucky)
220 West Main Street
Louisville, Kentucky 40262-1377
{(502)627-2000

1-3464 Kentucky Utilities Company 61-0247570
{Exact name of Registrant as specified in its chaner)
(Kentucky and Virginia)
One Quality Street
Lexington, Kentucky 40507-1462
(502)627-2000



Securitics registered pussuant to Section 12(b) of the Act:

afe lass ofen change op whi zistered
Common Stock of PPL Comoration New York Stock Exchange
Junior Subordinated Notes of PPL Capital Funding, Inc.

2007 Scrics A due 2067 New York Stock Exchunge

2013 Series B due 2073 New York Stock Exchange

Securitics registered pursuant to Section 12(g) of the Act:

Common Stock of PPL Electric Utilities Corporation

Indicate by check mark whether the registrants are well-known seasoned issuers, as defined in Rule 405 of the Sccurities Act.

PPL Comporation Yes X No___
PPL Encrpy Supply, LLC Yes_ No X
PPL Electric Uilities Comormtion Yes No X
LG&E and KU Energy LLC Yos No X_
Louisville Gas and Electric Company Yeu__ No X
Kentucky Utilities Company Yes____ No X_
Indicate by check mark T the registronts are not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
PPL Compomtion Yes___ No X __
PPL. Energy Suppiy, LLC Yes No X __
PPL Electric Utilities Comormation Yes___ No X __
LG&E und KU Energy LLC Yes No X _
Louisville Gas und Electric Company Yes. No X |
Kentueky Utilities Company Yos___ No X

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

PPL Corpomation Yes X No_
PPL Energy Supply, LLC Yes X No__
PPL Etectric Utilities Comporation Yes X No___
LG&E and KU Energy LLC Yes X _ No___
Louisville Gas and Electric Company Yes X No___ .
Kentucky Utilities Company Yes X No___

Indicate by check mark whether the registrants have submitted clectronically and posted on their comporate Web site, ifany, every Interactive Data File
required 1o be submitted and posted pursuant to Ruie 405 of Regulation 8§-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter
period that the registrints were required to submit und post such files).

PPL Corpomition Yes X No____
PPL Energy Supply, LLC Yes _X No____
PPL Electric Utilities Corporation Yes X No___
LG&E and KU Energy LLC Yes X No__
Louisville Gas and Electric Company Yes X No___

Kentucky Utilitics Company Yes X No



Indicate by check mark ifdisclosure of delinquent filers pursuant to ltem 405 of Regulation 5-K is not contained herein, and will not be contained, to the best
of registrants' knowledge, in definitive proxy or information statements incomorated by reference in Pan Il of this Formn 10-K orany amendment to this Form
10-K.

PPL Corporation [X]
PPL Energy Supply, LLC [X]
PPL Electric Utilitics Comporution [X]
LG&E and KU Energy LLC [X]
Louisville Gas and Electric Company [X1]
Kentucky Utilities Company [X]

Indicate by check mark whether the registrants are large accelerated filers, accelerted filers, non-necelerted filers, orn smeller reporting company. Sce
definition of "lurge accelemied filer," "accelerated filer” and "smaller eponing company” in Rule 12b-2 of the Exchange Act. (Check one):

Lanze accelerated Accelerated Non-accelerated Smaller reporting
filer filer filer company
PPL Comoration [X] [ 1 jiol [ 1}
PPL Encrgy Supply, LLC il [ ] [X] i
PPL Elcctric Utilities Corporation [ L) [ 1 [X] it}
LG&E and KU Energy LLC [ [ 1 {X] [ 1
Louisvitie Gas and Eleciric Company i1 ] [X] [F=}
Kentucky Utititics Company [ 1] [ 1 {X] [Tl
Indicate by check mark whether the registrunts are shell companies (as defined in Rule [2b-2 of the Act).
PPL Cormpormtion Yes No X
PPL Energy Supply, LLC Yes No X
PPL Electric Utilities Corpomtion Yes ____ No X
LG&E and KU Energy LLC Yes___ No X
Louisville Gas and Elcetric Company Yes No X
Kentucky Utilities Company Yes ____ No X

As of June 30, 2014, PPL Corpomation had 664,018,408 shares ofits $0.01 par value Commen Stock outstanding. The aggregate market value of these
common shares (based upon the closing price of these shares on the New York Stock Exchange on that date) held by non-affiliotes was $23,592,574,036. As
of January 30,2015, PPL Corporation had 666,968,138 shares of'its $0.01 par value Common Stock outstanding,.

PPL Corporation indirectly holds all of the membership interests in PPL Energy Supply, LLC.

As of January 30, 2015, PPL Cormormation held all 66,368,056 outstanding common shares, no por value, of PPL Electrie Utilitics Comoration.

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

As of January 30,2015, LG&E and KU Energy LLC held alt 21,294,223 outstending common shares, no par value, of Louisville Gas and Electric Company.
As of January 30, 2015, LG&E and KU Energy LLC held all 37,817,878 outstanding common shares, no par value, of Kentucky Utilitics Company.

PPL Enerpy Supply, LLC, PPL Electric Utitities Corporation, LG&E and KU Encergy LLC, Louisville Gas snd Electric Company and Kentueky
Utilittes Company meet the conditions set forth in General Instructions (1)(1)(#) and (h) of Form 10-K and are therefoce lling this form with the reduced
disclosure format,

Documents incorporated by reference:

PPL Compomtion has incorporated herein by reference centain sections of PPL Corporation's 2015 Notice of Annual Meeting and Proxy Statement, which will

be filed with the Securities and Exchange Commission not later than [20 days after December 31, 200 4. Such Statements will provide the information
required by Part 11l of this Repont.
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This combined Form 10-K is separtely filed by the following Registrants in their individual capacity: PPL Corporation, PPL Energy Supply, LLC, PPL
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herein relating to ony individual Registrant is filed by such Registruni solely on its own behalfand no Registrant makes any representation as to infommation
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GLOSSARY OF TERMS AND ABBREVIATIONS

PEL Corporation and its subsidiuries

KU -Kentucky Utilitics Company, a public utility subsidiary of LKE engaged in the regulated genemtion, transmission, distribution and salc of electricity,
primarily in Kentucky.

LG&E - Louvisville Gas and Electric Company, o public utility subsidiary of LKE engaged in the regulated generation, transmission, distribution and sale of
clectricity and the distrbution and sale of natural gas in Kentucky.

LKE - LG&E and KU Energy LLC, a subsidiary of PPL and the parent of LG&E, KU ond other subsidiaries.

LKS - LG&E and KU Services Company, a subsidiary of LKE thot provides services to LKE and its subsidiaries.

PPL - PPL Cerporation, the purent holding company of PPL Electric, PPL Energy Funding, PPL Capital Funding, LKE and other subsidiaries.
PPL Brunaer fstend - PPL Brunner Istand, LLC, a subsidiary of PPL Generation that owns generating operations in Pennsylvania.

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

PPL Electric - PPL Electric Utilitics Corporation, a public utility subsidiary of PPL engaged in the regulated transmission and distribution of electricity in its
Pennsylvanis service arca and that provides electricity supply to its retail customers in this area s a PLR.

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

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

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

PPL EU Services - PPL EU Services Cormporation, a subsidiary of PPL that, beginning in 2015, provides suppornt services and comporete functions such as
finoncinl, supply chain, human resources and information technology services primarily to PPL Electric and its affiliates.

PPL Generatinn - PPL Generation, LLC, a subsidiary of PPL Energy Supply that owns and opertes ULS. genemting facilities through various subsidiaries.

PPL Global - PPL Global, LLC, a subsidiory of PPL Encrgy Funding that primarily through its subsidiarics, owns and operates WPD, PPL's regulated
clectricity distribution businesses in the UK

PPL Hoftwond - PPL Holtwood, LLC, o subsidiary of PPL Generation that owns hydroclectric generting opermtions in Pennsylvania.
PPL Ironwond - PPL lronwood LLC, an indireet subsidiary of PPL Generation that owns genemting operations in Pennsylvania.

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

PPL Montour - PPL Montour, LLC, n subsidiary of PPL Generation that owns genernting operations in Pennsylvania.

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



PPL Susquehanna - PPL Susquehanna, LLC, a subsidiary of PPL Generation that owns a nuclear-powered genemting station.
PPLIVEM - PPL WEM Holdings Limited, an indirect UK subsidiary of PPL Global.

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

PPL W - PPL WW Holdings Limited, an indirect UK subsidiary of PPL Global.

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

Subsidiary Registrant(s) - Registrants that are direet or indirect wholly owned subsidiaries of PPL: PPL Energy Supply, PPL Electric, LKE, LG&E and KU.
I'PD - refers to WPD Ltd end its subsidinries together with a sister company PPL WPD Ltd,

IVPD (East Midiands) - Westem Power Distribution (East Midlands) plc, a British regional electricity distribution utility company.

1WPD Lid - Westem Power Distribution Limited, an indirect UK. subsidiary of PPL Global. Iis principal indirectly owned subsidiaries ane WPD (East
Midlands), WPD (South Wales), WPD (South West) and WPD (West Midiands).

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

WPD (South Wales) - Western Power Distribution (South Wales) ple, a British regional electricity distribution utility company.
WPD (Sauth Wexe) - Western Power Distribution (South West) plc, a British regional electricity distribution vtility company.

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

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

Other perms and ghbreviatipng
£ - British pound steding.

2001 Mortgage Indenture - PPL Eleetric's Indenture, dated as of August 1, 2001, to The Bank of New York Meillon (as successor to JPMorgan Chase Bank),
as trustee, as supplemented.

2018 Equity Unit(s) - a PPL cquity unis, issued in June 2010, consisting of'a 2019 Purchase Contract and, initially, 2 5.0% undivided beneficial ownership
intercst in $1,000 principal amount of PPL Capital Funding 4.625% Junior Subordinated Notes duc 201 8.

2018 Purchases Contract(s) - n contract that is o component of a 2010 Equity Unit requiring holders te purchase shares of PPL commion stock on or prior te
July 1,2013.

2811 Equity Unit{s) - 2 PPL equity unit, issucd in April 2011, consisting of a 201 | Purchase Contract and, initially, a 5.0% undivided beneficial ownership
interest in $1,000 principal amount of PPL Capital Funding 4.32% Junior Subordinated Notes due 2019,



2011 Purchuase Contruct(s} - o contract that is a component ofa 2011 Equity Unit requiring holders to purchase shares of PPL common stock on or prior to
May 1,2014.

201 h} acconnt - A sub-nccount established within a qualified pension trust to provide for the payment of retirce medical costs.

Act 11 - Aet 11 of 2012 that became effective on Aprl 16,2012, The Pennsylvanin legislation nuthorizes the PUC to approve two specific mtemaking
mechanisms: the use of'a fully prejected future test year in base mte proceedings and, subjeet to centain conditions, a DSIC.

Act 129 - Act 129 of 2008 that became effective in Oclober 2008, The law amends the Pennsylvania Public Utility Code and ¢reates an energy cfficiency and
conscrvation program and smart metering technology requirements, adopts new PLR electricity supply procurement rules, provides remedies for market
misconduct and changes to the AEPS,

AEPS - Atemative Encrgy Pontfolio Standard,

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

AOCI - necumulated other comprehensive income or loss.

ARQ - asset wetirement obligation.

Buscload generation - includes the output provided by PPL's nuclear, coal, hydroclectric and qualifying facilitics.

Basix - when used in the context of derivatives and commodity trading, the commodity price differential between two locations, products or time periods.
Bef-billion cubic fect.

Cune Run Unit 7 - a natural gas combined-cycle unit under construction in Kentucky. jointly owned by LG&E and KU, which is expected 1o provide
additional clecide genemting capacity of 640 MW (141 MW and 499 MW to LG&E and KU)in 20135,

CCR - Coal Combustion Residuals. CCRs include {ly ash, bottom ash and sulfur dioxide scntbber wastes.
Clean Air Act - federal legislation enacted to address certain environmental issues related to air emissions, including acid min, ozone and toxic air emissions.

COBRA - Consolidated Omnibus Budget Reconciliation Act, which provides individuals the option 1o temporarity continue employer group health
insurance coverage after termination of employment.

COLA - license application for a combined construction permit and opemting license from the NRC for a nuclear plant.

CPCN - Certificate of Public Convenience and Necessity. Authority granted by the KPSC pursuant to Kentucky Revised Staute 278.020 to provide utility
service to or for the public or the construction of certain plant, equipment, propeny or facility for fumishing of utility service to the public.

CSAPR - Cross-State Air Poliution Rule,

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

DDCP - Dircctors Deferred Compensation Plan.
Depreciation not nermalized - the flow-through income tax impact related to the siate regulatory treatment of depreciation-related timing differences.

il




DNO - Distribution Network Operator in the UK

Daodd-Frank Aci - the Dedd-Frank Wall Street Reform and Consumer Protection Act that was signed into low in July 2010.

DOE - Depantment of Encrgy.

DAJ - Department of Justice.

DPCR{ - Distribution Price Control Review 4, the UK. five-year rte review period appliceble to WPD that commenced April |, 2005.
DPCRS - Distribution Price Control Review 5, the UK five-year rate review petiod applicable 10 WPD that commenced April 1, 2010,
DR1P - Dividend Reinvestment and Direet Stock Purchase Plan.

DSIC - the Distribution System Improvement Charge authorized under Act 11, which is an altemative rmtemaking mechanism providing more-timely cost
recavery of qualifying distibution system copital expenditures.

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

DUaS - Distnibution Use of System. This forms the majority of WPD's revenues and is the charge to electricity suppliers who are WPD's customers and use
WPD's network to distribute electricity.

EBPE - Employee Benefit Plan Board. The administrator of PPL's U S, qualified retirement plans, which is charged with the fiduciary respansibility to
oversce and manage those plans and the investments associated with those plans.

ECR - Environmental Cost Recovery. Pursuant to Kentucky Revised Statute 278,183, Kentucky electric utilities are entitled to the cunent recovery of costs
of complying with the Clean Air Act, o8 amended, and those fedeml, state or local environmental requirements that apply to coal combustion wastes and by-
products from the production of cnergy from coal.

EE! - Electric Energy, Inc,, owns and opemtes a coal-fired plent and a natural gas facility in southemn lllinois. KU's 20% ownership interest in EEl is
accounted for as an equity method investment.

E.ON AG - a German comporation and the parent of E.ON UK ple, and the indirect parent of EON US investments Cotp., the fonner parent of LKE.
EP-A - Environmental Protection Agency, & U.S. govemment agency.

EPS - comings pershare.

Equity Units - refers collectively to the 2011 and 2010 Equity Units.

ERCOT - the Eleetric Reliability Council of Texas, operator of the clectricity transmission network and electricity energy market in most of Texas.
ESOP - Employee Stock Ownership Plan.

EWG - cxempt wholesale generator,

EJV. Brows - a penerating station in Kentucky with capacity of 1,594 MW.

FERC - Fedeml Encrgy Regulatory Comimission, the US. federal agency that regulates, among other things, intersiate transmission and wholesale sales of
clectricity, hydmelectne power projects and related matters,



Fitchi - Fiteh, Inc., a credit rating ngency.

FTRs - financial transmission rights, which are financial instruments established to monape price risk related to electricity transmission congestion that
entitle the holder to receive compensation or require the helder to remit payment for certein congestion-related transmission charges based on the level of
congestion between two pricing locations, known as source and sink.

GAAP - Genenily Accepted Accounting Principlesin the US.

GBP - British pound sterling.

GHG - greenhouse gas(es).

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

GI'h - pigawait-hour, one million kilowati-hours,

Haldea - Talen Energy Holdings, Inc., a Delaware Corporation, which was formed for the purposes of the spinefTtransuction.

IBREW - Intemational Brotherhood of Electrical Workers.

ICP - Incentive Compensation Plan.

ICPKE - Incentive Compensation Plan for Key Employecs.

If-Canverted Method - A method applied to calenlate diluted EPS for a company with outstanding conventible debt. The method is applied as follows:
Interest charges (after-tax ) applicable to the convertible debt are added back to net income and the convenible debt is assumed to have been converted to
equity ot the beginning of the period, and the resulting common shares are treated as outstanding shares. Both adjustments are made only for pumposcs of
calculating diluted EPS. This method was applied in 2013 and 2014 to PPL's Equity Units prior to settlement.

Tatermediate and peaking generation - includes the output provided by PPL's oil- and natural gas-fired units.

fronwood Acgaisition - in Aprii 2012, PPL tronwood Holdings, LLC, an indirect, wholly owned subsidiary of PPL Energy Supply, completed the acquisition
from a subsidiary of The AES Compomtion of il of the equity interests of AES Ironwood, L.L.C. (subsequently renamed PPL Ironwood, LLC) and AES
Prescott, L.L.C. (subscquently renamed PPL Prescets, LLC), which together own and operte, o natural gas combined-cycle unit in Lebanon, Pennsylvania,
Iromwood Facility - o nateral gas combined-cycle unit in Lebanon, Pennsylvania with o summer mting ol 662 MW.

IRS - Intemal Revenue Service, n US. govemment agency.

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

KU 2010 Mortgage Indenture - KU's Indenture, dated as of October 1, 2010, to The Bank of New York Mellon, as trustee, as supplemented.

&V - Kilovelt,

kVA -kilovolt ampere.

&Wh - kilownit-hour, busic unit of electrieal encrgy.

LCIDA - Lehigh County Industrial Development Authority.



LGRE 2010 Mortguge Indenture - LGEE's indenture, dated os of October 1, 2010, to The Bank of New York Mellon, as trustee, os supplemented.
LIBOR - London Interbank Offered Rate.
LTHP - Long Term Infrastucture Improvement Plan.

MACRS - Modificd Accelerated Cost Recovery System that is used to reeover the basis of most business and investment property placed in service afier
1986.

MATS - Mercury and Air Toxics Standarnds,

MDEQ - Montana Department of Eavironmental Quality.
MEIC - Montana Environmental Information Center.
MMBreu - One million British Therma! Units.

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

Muoady's - Moody's Investors Service, Inc., o credit mting apency.
MW - megawatt, one thousand kitowatis,

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

NDT - PPL Susquchanna's nuclear plant decommissioning trust.
NERC - North American Electric Reliability Comporation.

NGCC - Natral gos-fired combined-cycle generating plamt,

NOL - Net operating loss.

NorthiVesrern - NorthWestem Camoration, a Delaware corporation, and successor in interest to Montana Power's clectricity delivery business, including
Montana Power's rights and obligations under contraets with PPL Montana,

NPAS - the normal purchases and normal szlcs exception as permitted by derivative accounting rules. Derivatives that qualify for this exception may receive
accrual accounting trestment,

NRC - Nuclear Repulatory Commission, the U.S. federal agency that regulates nuclear power facilities.

NGy - non-utility genemtors, generating plants not owned by public wtilities, whose electrical output must be purchased by utilities under the PURPA ifthe
plant meets cerain criteria.

OCT - other comprehensive income or loss.

Cfirem - Office of Gas and Elcctricity Markets, the British agency that regulates tansmission, distribution and wholesale sales of electricity and related
matters.

Opacity - the degree to which emissions reduce the transmission of light and obscure the view of an object in the background. There are emission regulations
that limis the opacity of power plant stack gas emissions.
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OVEC - Ohio Vailey Electric Corporation, located in Piketon, Ohiv, an cntity in which LKE indirectly owns an 8.13% interest (consists of LG&E's 5.63% and
KU's 2.50% interests), which is accounted for as a cost-method investment. OVEC owns and operates two coal-fired power plants, the Kyger Creek plant in
Ohio and the Clifty Creek plant in Indiona, with combined summer mting capacities of 2,120 MW,

PADEP - the Pennsylvania Department of Environmental Protection, a state govemment agency.
PEDF - Pennsylvanin Economic Development Financing Autherity,

PJIM - PIM Interconnection, L.L.C,, operator of the clectricity transmission network and electricity energy market in all or pants of Delaware, lllinois, Indiana,
Kentucky, Maryland, Michigan, New Jersey, North Carelina, Ohio, Penasylvania, Tennessee, Virginia, West Virginia and the District of Columbia.

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

PP&E - propenty, plant and equipment,

PUC - Pennsylvania Public Utility Commission, the state agency that regulates certain ratemaking, serviees, sccounting end operations of Pennsylvania
utilitics.

Purchuse Contraci(s) - refers collectively to the 2010 and 201 1 Purchase Contracts, which are companents of the 2010 end 201! Equity Units,

PURP- - Public Utility Regulatory Policics Act of 1978, legislation passed by the U.5. Congress to encourage energy conscrvation, cfficient usc of resources
and equitable mtes,

RAV - repulatory osset value. This term, used within the UK repgulatory environment, is also commonly known as RAB or regulotory asset buse. RAV s
bused on historical investment costs ot time of privatization, plus subscquent allowed additions less annual regulatory depreciation, ond represents the value
on which DNOs carn a retum in accordance with the regulatory cost of eapital. RAV is indexed 10 Retail Price Index in order 1o ollow for the effects of
inflution. Since the beginning of DPCRS in April 2010, RAV additions have been based on o percentage of annual total expenditures. Although calculated
differently, RAV is intended to represent expenditures that have a fong-term benefit to WPD (similar to capital projects forthe U.S. regulated businesses that
are generatly included in rate base).

RCR.t - Resource Conservation and Recovery Act of 1976.

RECs - Renewable Energy Credits.

Regional Transmission Expansion Plan - PIM conducts a long-mnge Regional Transmission Expansion Planning process that identifics changes and
additions to the grid necessary to ensure future nceds are met for both the reliability and the economic performance of the grid. Under PIM agreements,

transmission owners are obligated 10 build transmission projects assigned to them by the PJM Board.

Regalation S-X - SEC repulation goveming the fonn and content of and requirements for financial statements required to be fled pursuant to the federal
securities laws.

RFC - Reliability Firsr Corporation, one of cight regional entitics with delegated authority from NERC that woik 1o safepuard the reliability of the bulk
power systems throughout North Ametica.

RIO-ED] - R110 represents "Revenues = Incentive + Innovation + Qutputs - Electricity Distribution.” RIIO-EDI refers to the initial cipht-year mte review
period applicable to WPD commencing Apniil 1, 2015,

Riversumne - Riverstone Holdings LLC, a Delsware limited liability company and ultimate parent company of the entities that own the competitive power

gcncration business to be contributed to Talen Encrgy other than the competitive power generation business to be comributed by vintue of the spinoffof a
newly formed parent of PPL Encrgy Supply.
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RJS Power - RIS Generation Holdings LLC, a Delaware limited liabtlity company controlled by Riverstone, that owns the competitive power generation
business to be contributed by its owners 10 Talen Energy other than the competitive power generation business to be contributed by virtue of the spinoffofn
newly formed parent of PPL Encrgy Supply.

RMC - Risk Mansgement Committee,

RTO - Regionsl Tmnsmission Organization.

S& P - Standand & Poor's Ratings Scrvices, a credit rating agency.

Sarbanes-Oxley - Sarbanes-Oxley Act of 2002, which sets requirements for management's assessment of intemal controls for financial reponing. It also
requires an independent nuditor to make its own nssessment,

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

SEC - the U.S. Sceuritics and Exchange Commission, a U.S. govemment agency primanly responsible to protect investors ard mointain the integrity of the
sccurities markets.

SERC - SERC Reliability Comporation, one of cight regional entities with delegated authority from NERC that work to safeguand the retiability of the bulk
power systems throughout North America.

SIFMA Index - the Sccurities Industry and Financia! Markets Associstion Municipal Swap Index.
SI1P - PPL Comporation's 2012 Stock Incentive Plan.
Smurt meter - on electric meter that utilizes smant metering technology.

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

SMGT - Southern Montana Electric Generation & Transmission Cooperative, inc., ¢ Montana cooperative and purchaser of clectricity undera long-term
supply contract with PPL Energy Plus that was terminated effective Aprl 1,2012.

SNCR - selective non-catalytic reduction, o poilution control process for the removal ol nitrogen oxide ffrom exhaust gases using ammonia,

Spark Spread - 2 measure of gross margin representing the price of power on & per MWh basis less the equivalent measure ofthe naturl gos cost to produce
that power. This measure {s used to describe the gross margin of PPL and its subsidinrics’ competitive natural gas-fired generating fleet. This termis also used
to describe a derivative contract in which PPL end its subsidiarics sell power and buy natural gas on ¢ forward basis in the same contract.

Superfind - foderal environmental statute that addresses remediation of contaminated sites: states also have similar statutes,

Tulen Energy - Talen Energy Corpomtion, the Delaware corporation formed to be the publicly traded company and owner of the competitive genemtion
osscts of PPL Encrgy Supply and centain afiiliates of Riverstone,

7C2 - Trimble County Unit 2, a coal-fired plant located in Kentucky with a net summer capacity of 732 MW. LKE indirectly owns ¢ 75% intercst {consists of
LG&E's 14.25% and KU's 60.75% interests) in TC2, or 549 MW of the capacity.

Tolling agreement - agreement whereby the owner of an electricity genemting ficility agrees to use that facility to convert fuel provided by a third parnty into
clectricity for delivery back to the third pany.

Tatal shareowner return - change in market value of o share of the Company's common stock plus the value of uil dividends paid on a share of the common
stock during the applicable performance peried, divided by the price of the common stock as of the beginning of the performance period.
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TRA - Tennessee Regulatory Authority, the state agency that has jurisdiction over the regulation of rates and service of utilities in Tennessee,

Treasury Stock Method - A method applied to calculate diluted EPS that assumces any proceeds that could be obtnined upon exercise of options and wamants
{and their equivalents) would be used to purchase comman stock at the sverage market price during the relevant period.

FuR - value-nt-risk, a statistical medel that attempts to estimate the value of potential [oss overa given holding period under nonmal market conditions at a
given confidence level.

I"EB - Voluntary Employec Benefit Association Trust, accounts for health and welfare plans for future benefit payments for employces, retirees or their
bencficiaries,

I/tE - vorinble interest entity.

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

I'SCC - Virginia State Corporation Commission, the state agency that has jurisdiction over the regulation of Virginia comomations, including utilities.
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FORWARD-LOOKING INFORMATION

Statements contained in this Annual Report conceming cxpectations, belicis, plans, objectives, goals, strategies, future cvents or performance and underlying
assumptions and other statements that are ether than statements of historical fact are "forward-locking statements” within the meaning of the fedem! sccurities
laws. Although the Registrants believe that the expectations and assumptions reflected in these statements are reasonable, there can be no assurance that
these cxpectations will prove to be comrect. Forward-iooking statements are subject to many risks and uncertaintics, and nctunl results may differ materially
from the results discussed in forward-looking statements. In addition to the specific factors discussed in "ltem 1 A. Risk Foctors” and in "Item 7. Combined
Management's Discussion and Analysis of Financisl Condition and Results of Opemations” in this Annual Repon, the following are among the important
factors that could cause actual results to differ materially from the forward-looking statements.

fucl supply cost and availability;

continuing ability to recover fuel costs and environmental expenditures in a timely manner at LG&E and KU, and natural gas supply costs at LGEE;
weather conditions affecting generation, customer energy use and operating costs;

operation, availability and operating costs of existing generation facilities;

the duration of and cost, including lost evenue, associated with scheduled and unscheduled outages ot our gencrating facilities;

trmsmission and distribution system conditions and operating costs;

cxpansion of altemative sources of electricity generation;

laws or egulations to reduce emissions of "preenhouse” gases or the physical effects of climate change;

collective lubor bargaining negotiations;

the outcome of litigntion against the Registrants and their subsidinrics;

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

the commitments and linbilitics of the Registrants and their subsidiarics;

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

competition in retail and wholesale power and natural gas markets;

liquidity of wholesale power markets;

defaults by counterpantics under energy, fuel or other power product contracts;

markel prices of commodity inputs forongoing capital expenditures;

capital market conditions, including the availability of capital or credit, chonges in interest mies and certain cconomic indices, and decisions reganding
capital structure;

stock pricc pedormance of PPL;

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

interest rates and their effect on pension, retiree medical, nuclear decommissioning liabilitics and interest payable on certain debt sceurities:
volatility in or the impaoct of other changes in financial or commodity markets and cconomic conditions;

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

changes in securities and credit mtings;

changes in foreign currency exchange rates for British pound sterling;

cumrent and fiture environmental conditions, regulations and other requirements and the related eosts of complinnee, including environmental capital
cxpenditures, emission allowance costs and other expenses;

legal, reguintory, political, market or other reactions to the 2011 incident ot the nuclear generating facility at Fukushima, Japan, including additional
NRC requircments,

changes in political, repulatory or economic conditions in states, regions or countries where the Registrants or their subsidiaries conduct business;

receipt of necessary govermnmental permits, approvals and rate relief;

new state, federai or forcign legislation or regulatory developmeats;

the outcome of any rate cnses or other cost recovery or revenue filings by PPL Electric, LG&E, KU or WP'D;

the impact of any sigte, federal or foreign investipations applicable to the Registrants and their subsidiories and the energy industry;

the effect of nny business or industry restructuring;

development of new projects, markets and technologies;

performance of new ventures; and

busirness dispositions or acquisitions, including the anticipated formation of Talen Energy via the spinoff of PPL Encrgy Supply and subsequent
combination with Riverstonc's competitive gencmtion business and our ability to realize expected benefits from such business transactions.



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

New factors that could cause actual results to differ matenially from those described in forward-looking statements emernze from time to time, and it is not
possible for the Registrants to predict all such factors, or the extent to which any such factor or combination of factors may cause actual results to differ from
those contained in any forward-looking statement, Any forward-looking statement speaks only as of the date on which such statement is made, and the
Registrants undertake no obligation to update the information contained in such statement to refleet subsequent developments or information.

(]



PART I

ITEM 1. BUSINESS

General
{All Registrants)

PPL Corporation, headquartered in Allentown, Pennsylvania, is an energy end utility holding compaony that was incorporated in 1994, Through its
subsidiaries, PPL delivers electricity to customers in the UKL, Pennsylvanig, Kentucky, Virginia and Tennessee; delivers natura) gas to customers in
Kentucky; penerates electricity from power plants in the northeastem, northwestern and southeastem U.S.; and markets wholesale orretail encrgy primarily in
the northeastern and northwestem portions ofthe US, Beginning in 2010, PPL expanded the rate regulated portion of its business, principally through the
2010 acquisition of LKE and the 2011 ncquisition of WPD Midlands, in addition, in June 2014, PPL and PPL Energy Supply exccuted definitive agreements
with affilintes of Riverstone to combine their competitive power genemtion businesses into a new, stand-alone, publicly traded compny named Talen
Encrgy. Sce "Anticipated Spinoff of PPL Encrgy Supply" below for mere infornation.

PPL's principal subsidiaries nt December 31, 2014 are shown below {* denotes o Registrant),

I'PL Corporation® I
PPL Capitab Funding l
PPL Global LKE* reL Eleceric® PPL Enerpy Supply*
® Engages in the regulated » Engoges in the regulated
distribution of electricity transmission and distribution of
in the U.K. electricity in Pentsylvania
I
L |
LGLE™ kL* PI'L Energy IMus PPL Generatlon
® Engages in the reguloted » Engages in the regulnted # Perfurms energy marketing ® Engapes in the
generation, transmission, generation, fransmission, and trading activitics competitive generation
distribution and sale of distribution 2nd sale ol ® Purchases fuel of eleetrivity, primarily
electricity, and electricity, primarily in in Pennsylvania and
distribution and salz of Kentucky Muntana
natural gas in Kentucky
LK, Regulated Kentucky Repulated Pennsylvania Repulated Segment Supply
Sepment Sepment Sepment

In addition to PPL Carporation, the other Registrants included in this filing are:

PPL Energy Supply, LLC, headguartered in Allentown, Pennsylvania, is an indirect wholly owned subsidiary of PPL formed in 2000 and is an energy
company that through its principal subsidisries is pimarily engaged in the competitive generation and marketing of electricity in the northeastem US. PPL
Enerzy Supply's principal subsidianies are PPL EnergyPlus, its marketing and trading subsidiary, and PPL Generation, the owner of its generating facilities in
Pennsylvania and Montana. As noted above, in June 2014, PPL snd PPL Encrzy Supply exccuted definitive agreements with affiliates of Riverstone to
combine their competitive power gencration businesses into a new, stand-alone, publicly traded company named Tulen Energy. Sec "Anticipated Spinoff of
PPL Enerzy Supply" below for more information,

PPL Electric Unilities Corporation, headquartered in Allentown, Pennsylvania, is a direct wholly owned subsidiary of PPL incomorated in Pennsylvania in
1920 and a regulated public utility that is an electricity transmission and distribution service provider in eastemn and central Pennsylvania. PPL Electric is
subject to regulation as a public utility by the PUC, and certain of its transmission activities are subject to the jurisdiction of the FERC under the Federl
Power Act.



LG&E and KU Energy LLC, headquartered in Louisville, Kentucky, is n wholly owned subsidiary of PPL since 2010 and a holding company that owas
regulated utility opertions through its subsidinrics, LG&E and KU, which constitute substantiully all of LKE's nssets. LG&E and KU are engaged in the
gencration, transmission, distribution and salc of clectricity. LG&E also cogages in the distribution and sale of natural gas, LG&E ond KU maintain their
scparate corporle identities and serve customers in Kentucky under their respective nomes. KU also serves customers in Virginia under the Old Dominion
Power name and in Tennessee under the KU name. LKE, fonned in 2003, is the successor to o Kentucky entity incorporated in 1989,

Louisville Gas and Electric Company, headquartered in Louisville, Kentucky, is a whelly owned subsidiary of LKE and a regulated utility engaged in the
generation, transmission, distribution and sale of electricity and distribution and sale of natural gas in Kentucky, LG&E is subject to regulation as a public
utility by the KPSC, and centain of its tmnsmission activitics are subject 10 the jurisdiction of the FERC under the Federal Power Act. LG&E was
incorporated in 1913.

Kemtucky Utilities Company, headgquanered in Lexington, Kentucky, is a wholly owned subsidinry of LKE and a regulated wtility engaged in the generation,
transmission, distribution and sale of electricity in Kentucky, Virginin and Tennessee. KU is subject to regulation ns a public wility by the KPSC, the VSCC
and the TRA, erd centain of its transmission and wholesale power octivitics are subject to the jurisdiction of the FERC undcr the Fedeml Power Act. KU was
incorperated in Kentucky in 1912 and in Virginia in 1991, KU serves its Virginia customers under the Old Dominion Power neme and its Kentueky and
Tennessee customers under the KU nome.

{PPL and PPL Energy Supply)

Anticipated SpinofTof PPL Encernry Supply

In recognition of the changes in recent years in the wholesale power markets, PPL perdformed an in-depth analysis of its business mix to determine the best
available opportunities to maximize the value of its competitive generation business for shareowners. As a result, in June 2014, PPL and PPL Energy Supply
exccuted definitive agreements with affilinztes of Riverstone to combine their competitive power generation businesses into a new, stand-nlone, publicly
trded company named Talen Energy. Under the teans of the agreements, at closing, PPL will spin off to PPL shareowners & newly formed entity, Talen
Energy Holdings, Inc. (Holdce), which at such time will own all of the membership interests of PPL Encrey Supply and all of the common stock of Talen
Energy. Immedintely following the spinoff; Holdeo will merge with a special purpose subsidiary of Talen Energy, with Holdco continuing as the surviving
company 1o the merger and as a wholly owned subsidinry of Talen Encrgy and the sole owner of PPL Encrzy Supply. Substantially contemporincous with
the spinofTand merger, RIS Power will be contributed by its owners to become o subsidiary of Tolen Encrgy. Following completion of these transactions,
PPL sharcowners will own 65% of Talen Energy snd affiliates of Riverstone will own 35%. PPL will have no continuing ownership interest in, control of, or
affiliation with Talen Energy and PPL's shareowners will reeeive a number of Tulen Energy shares at elosing bused on the number of PPL shares owned as of
the spinoffrecord date. The spinoff will have no effect on the number of PPL common shares owned by PPL sharcowners or the number of shares of PPL
common stock oulstanding. The transaction is intended to be tox-free to PPL ond its sharcowners for US. federal income tax purposes ond is subject to
customary closing conditions, including receipt of certain regulatory approvals by the NRC, FERC, DOJ and PUC. In addition, there must be available,
subject to certain conditions, ot least $1 billion of undrawn credit capacity undera Talen Enerpy (or its subsidiaries) revolving credit or similar facility. Any
letters of eredit or other credit suppont measures posted in connection with energy marketing and rading transactions at the time of the spinofTare excluded
from this ecalculation.

On December 18, 2014, the FERC issued a final order approving, subject 1o certain market power mitigation requirements, the combination of the
competitive genention assets to form Talen Energy. On January 27, 2015, PPL and an affiliate of RIS Power filed o joint response with the FERC aceepting
additional marketl power mitigation measures required for the FERC's approval. PPL and RIS Power oniginally proposed divesting cither of two groups of
assets cach having approximately 1,300 MW of genemting capacity, PPL and RIS Power have ngreed thet within 12 months after closing of the transaction,
Talen Energy will divest generating nssets in one of the groups (from PPL Energy Supply's existing portfolio, this includes cither the Holtwood and
Wallenpaupack hydroelectric facilities or the Ironwood facility), and iimit PJIM energy market offers from assets it would retain in the other group to cost-
binsed offers.

The transaction is expected 1o close in the sccond quancrof 2015, Tolen Energy will own and operate 5 diverse mix of approximately 14,000 MW (afier
divestitures to meet FERC market power standards) of generating capacity in certain U.S. competitive energy morkets primarily in PJM and ERCOT.



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

Sce Note R to the Financial Statements for additional information.

Meontana Hydro Sale

In November 2014, PPL Montana completed the sale to NorthWestem of 633 MW of hydroclectric generating facilities located in Montana for
approximately $900 million in cash. The sale included 11 hydroclectric generating fucilities and related ussets.

Sec Note 8 to the Financial Statements for additional information.

Distibution of PPL Global (PPL Energy Supply)

In January 2011, PPL Energy Supply distributed its cntire membership interest in PPL Global 1o its parcnt, PPL Encrgy Funding (the parent holding company
of PPL Energy Supply and PPL Global with po other material operations), to better nlign PPL's organizational structure with the manner in which it manoages
these businesscs pnd reports segment information in its conselidated financial statements. The distribution sepamied the U.S.-bnsed competitive energy
marketing and supply business from the U.K.-based regulated clectricity distribution business.

dsitjons
(PPL LKE, LGEE and KU)

On November 1, 2010, PPL acquired all of the limited liobility company interests of EON U.S. LLC from a wholly owned subsidiary of E.ON AG. Upon
completion of the acquisition, EON US. LLC was renamed LG&E and KU Energy LLC.

(PPL)

On April 1,2011, PPL, through an indirect, wholly owned subsidiary, PPL WEM, acquired all of the outstanding ordinary share capital of Centmal Networks
East plc and Centrzl Networks Limited, the sole owner of Central Networks West ple, together with cenain other related asscts and linbilities (collectively
refemred to as Central Networks and subscquently defincd herein as WPD Midlands), from subsidiaries of EON AG. WPD Midlands operates two regulated
distribution networks in the Midlands area of England and is included in the UK. Regulated segment.

Sepme formatio

{PPL)

PPL is organized into four eportable scgments as depicted in the chan above: UK Repulated, Kentucky Regulated, Pennsylvania Regulated and

Supply. PPL's reporiable segments primarity refiect the activities of its related Subsidiary Registrants, except that the reportable segments are alse allocated
certuin corporaie level financing and other costs that are not included in the results ofthe applicable Subsidiary Repistrants. The UK. Regulated segment
has no related Subsidiary Registrant. Upon completion of the anticipated spinoff of PPL Encrgy Supply in the sccond quarter of 2015, PPL will no longer
have o Supply segment.

A comparison of PPL's three regulated segments is shown below:



Kemucky Feansylvania

L.k Reguluied Regulated Hepulsted
For the year ended December 31, 2014:
Operating Revenues (in billions) s 26 % 2 s 20
Net Income Attributable 1o PPL Sharcowners {in millions) 1) L, 3R s 263
Electric energy delivered {GWh) 75,813 31,543 37,026
At December 31, 20M4:
Regulatary Asset Base (in killions) (a) s 95 % 83 8§ 49
Service arca (in square miles) 21,600 9.400 10,000
End-users (in millions) 7.8 1.3 1.4
{a) Represents RAV for UK, Regulated, copitalization for Keatucky Reguloted und rate base for Pennsylvenin Regulated.
See Note 2 to the Financial Statements for additionat finencial information about the segments.
{All Registranty except PPL)
PPL Encrgy Supply, PPL Electrie, LKE, LG&E and KU each operate within a single reponable segment.
. UK, Repulared Sepment (PPL)
Consists of PPL Glabal which primarily incindes WPD's regwlated electricity diswribution operations, the results af hedging the wranslation of
WPD's carnings from British pound sterling into US. dollars, and certain costs, such as US. income taxes, administrative costs and allocared
financing costs.
WPD, through indirect wholly owned subsidiarics, operates four of the 15 regulated distribution networks providing clectricity service in the UK. The
number ol network customers {end-users) served by WPD totals 7.8 million across 21,600 square miles in Wales and southwest and central England.
Detnils of revenue by category for the years ended December 31 are shown below.
1014 b ] ] W2
Hevenue % of Revenue Hevenue % oF Revenoe Revenue “a 0f Revenoe
Utility revenues 5 5518 o8 5 2,359 98 § 2289 98
Encrgy-reloted businesses 44 2 44 2 47 p
Tatal 5 2,621 1006 $ 2,403 100 § 2.336 100

The majority of WPD's utility revenue is known as DUoS and is from providing regulated electricity distribution services to licensed third pany cnergy
suppliers who use the network to trensfer electricity to their customers, the end-users,

WPD's enemgy-reifated business revenues include ancillury activities that support the distribution business.

Franchise and Licenses

The operations of WPD's principal subsidiarics, WPD (South West), WPD (South Wales), WPD {East Midiands) and WPD (West Midlands), are regulated by

Ofgem under the direction of the Gas and Electricity Markets Authority, The Electricity Act 1989 provides the fundamental mmework of electricity
companies and established licenses that require cach of the DNOs 1o develop, maintain and operate efficient distribution networks.

WPD is autherized by Ofgem to provide electrdcity distribution services within its concession arcas and service termitories, subject to centain conditions

and

obligations. Forinstance, WPD is subject to Ofgem regulation with respect to the regulated revenue it can eam and the quality of service it must provide, and

WPD can be fined or have its licenses revoked if it does not meet the mandaled standard of service.

Ofgem has formal powers to propose modifications to each distribution license. In January 2014, Ofgem and WPD agreed to o reduction of £5 perresidential
cnd-user in the 2014/15 regulatory year to be recovered in the 20016/2017 regulatory year. See "liem 7. Combined Management's Discussion and Analysis of
Finencial Condition and Results of Operations - Overview - Distribution Revenue Reduction” for additional information. In May 2014, Ofgem made license

changes as part of the RIIO-EDI process discussed below.



‘ompetition

Although WPD operates in non-cxclusive concession arcas in the UK., it cummently faces little competition with respect to end-users conneeted to its
network. WPD's four distribution businesses are, therefore, egulated monopolics which operate under repulatory price controls,

venug g nfation

Ofgem has established a price control mechanism that provides the amount of base demand revenue that a regulated business can cam and provides foran
increase or reduction in revenues based on incentives or penaltics for exceeding or underperforming relative to pre-cstablished targets, WPD is cumently
operating under DPCRS which is effective for the period from April 1, 2010 through March 31,2015,

In October 2010, Ofpem announced changes to the regulatory framework that will be effective for the UK electricity distribution sector, including WPD,
beginning April 2015. Throughout the following discussion of this regulatory frmmework, the use ofthe term "customers” refers to the end-users of WPD's
regulated distibution networks. The framework, known as RIIO (Revenues = Incentives + Innovation + Outputs), is intended to:

+  cncounage DNOs to deliver safe, reliable and sustainable network service ot long-term value to customers;

«  enable DNOs to finance the required investment in a timely and efficient way; and

» remunerate DNOs according to their delivery for customers.

In addition 1o extending the price control period from five to cight years, the key components of RIIO-EDI are:

« increascd emphasis on outputs and incentives;

« cnhanced stakebolder engagement including network customers;

= & stronger incentive framework to encourage more efficient investment and innovation;

« teplacement of the current Low Carbon Network Fund to continue to stimulate innovation;

« depreciation of RAV flor additions afier Apri) 1, 2015 will be extended from 20 years to 45 years, with a tansitional armngement that will gradually
chunge the life over the price control period that will result in an average life of 35 years for RAV additions during RIIO-ED1., RAV nt March 31,
2015 will continue to be depreciated over 20 years. The asset lives used to determine depreciation expense for U.S. GAAP purposes are not the same
as thosc used for the depreciation of the RAV and os such vary by asset type and ore based on the expeeted useful lives of the assets;

« the nbility for DNOs 1o be fasi-tmeked through the process, providing several benefits to the qualified DNOs, including the ability to collect the fast-
track incentive, which is additional revenuce equivalent to 2.5% of total annual expenditures during the 8-year price controi period (approximately
$43 million annuelly for WPD), greater revenue certninty and a higher level of cost savings retention; and

« cupital retum comprised of a 10 year trailing average debt allowance, to be adjusted annually, and an equity allowance determined by Ofgem with a
debt 1o equity mtio 0of65:35. The real cost of equity determined by Ofgem for {ast-tracked DNOs was 6.4% and 6.0% for slow-tracked DNOs and will
be uplified by inflation as measured by the Retail Price Index (RPI) to determine the nominal cost of equity.

In November 21 3, Ofigem determined that the B-year business plans of all four of WPD's DNOs were suitable for accelemited consideration or "fast tracking®
and as a result merited early setttement of their price controls for the 8-year RIIO-ED! period stanting April 1, 2015, This was confirmed in February 2014,

The UK. regulatory structure is an incentive-based structure in contrast to the typical U.S. regulatory structure which operates on a cost-recovery model. The
buse demand revenue that a DNO ean cam in each yearofa price control period is the sum of: (i) the regulator's determination of efficient operuing costs,
including centain pension deficit funding, (if) a retum on capital from RAV plus an annual adjustment for inflation os determined by the RPL, (iii) a retum of
capital from RAV (i.c. depreciation), (iv) an allowance for taxation less a potential reduction for tax benefits from excess leverage, (v) legacy price control
adjustments from preceding price control periods and (vi) certain pass-through costs over which the DNO has no control. As WPD's four DNOs were fast-
tracked through the price control review process for RIIO-EDI, their base demand revenue also includes the fast-track incentive discussed above, The RII0-
ED1 price control will also include an Annual heration Process. This will allow base demand revenues to be updated durning the price control for financial
adjustments covering tax, pension and cost of debt issues, ndjustments reluting to actual and allowed tota) expenditure together with the total cost incentive
mechanistn and the information quality incentive (1Q!) discussed below, and legacy price control adjustments from preceding price control periods. This
process calculates an incremental change to base revenue, known as the "MOD." RIO-ED! prices will be sct using a forecast of RPLwhich is trued up 2 yeors
later.



During DPCRS, WPD's total base demand revenue for the five-year period was profited in 2 manner that resulted in 2 weighted-average increase of about 5.5%
per year for all four DNOs. In the first year of RIIO-ED], base demand revenue will decrease by about 11.8% primarily due to a change in the profiling
approach and o lower weighted-average cost of capital. For each regulatory year thereafier, base demand revenue will increase by approximately 1% per
annum before inflation for the remainder of RIIO-ED1.

In addition to base demand revenue, certain other items are added or subtracted to amive at allowed revenue. The most significant of these are discussed
below.

During the price control period, WPD's revenue is decoupled from voiume, However, in any fiscal pesiod, WPD's revenue could be negatively affected ifits
tanifls and the volume delivered do not fully recover the allowed revenue for a panticular period, Conversely, WPD could also over-recover revenue. Over
and under-recoveries are added or subtracted to base demand revenue in future years. Over and under-recovered amounts arising from 2014/15 onwards and
rcfunded/recovered under RITO-EDI wili be refunded/recovered on a two year log (previously one year). Therefore the 2014/15 over/ under-recovery
adjustment will occurin 2016/17 instead of in 2015/16, In 2016/17, WPD will recoverthe £5 per residential network customer reduction provided forin
2014/15 as that amount is currently considered an under-recovery. Under applicable U.S. GAAP, WPD docs not record ¢ receivable forunder-recoveries, but
does record a linbility for over-recoveries. WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP, Sce Note |
to the Financial Statements for additienal information.

Ofizem has established incentive mechanisms to provide significant opporntunitics to enhance ovemll retums by improving network cfficiency, reliability and
customer service. Some of the more significant incentive mechanisms include:

s Information Quality Incentive (1QI) - The 1Q1 is designed to incentivize the DNOs to provide pood quality information in the business plans they submit
to Ofpem during the price control review process and to exccute their business plans as submittied. The 1QI climinates the distinction between capital
expenditure and operating expense and instead focuses on total expenditure:

« DPCRS - 85% of all network related expenditure is allocated to RAV und currently recovered over 20 years through the regulatory depreciation of
RAV and 15% is recovered in the year of expenditure together with business support, non-operational capital expenditures und traffic manogement
expenditures. The IQI provides for incentives or penalties at the end of DPCRS under the rolling RAY incentive mechanism based on the ratio of
actual expenditures to the expenditures submitted to Ofgem that were the basis for the revenues allowed for the five-year price control period. In
addition, at the beginning of DPCR 3, WPD was awarded $301 million in 1QI revenue of which $222 million will be included in revenue throughout
the current price control period with the balance recovered over 20 years through the RAV mechanism.

« RIIO-ED1 - 80% of 101al costs will be allocated to RAV with 20% recovered in the year ofexpenditure, As a result of being fast-tracked, WPD's
DNOs are able to retain 70% of any amounts not spent against the RITO-EDI plan and bear 70% of uny over-spends. The cost incentive or penalty
mechanism will be calculated each yearon a 2 year lag basis as part of the annual MOD process discussed above.

o Intcruptions Incentive Scheme (11S) - This incentive has two major components: (1) Customer interruptions (Cls) and (2) Customer minutes lost (CMLs),
and both arc designed to incentivize the DNOs to invest and operte their networks to manage and reduce both the frequency and duration ofpower
outages, During DPCRS the target for cach DNO is based on o benchmark of data from the last four years of the prior price contrel period, The 115 target
under RII0-ED] will be divided inte interruptions caused by planned and unplanned work. The target for planned work will be calculated as the annual
avempe level of planned intermaptions and minutes lost over a previous three year period. The target for unplanned interruptions for the first year of
RIIO-EDI is specified in the DNO's license and tarpets for bath the Cls und CMLs become more demanding exch year.

» Inaddition to the IIS, the broad meosure of customer service is enhanced. This broad menasure encompasses:
o customer satisfaction in supply interruptions, connections nnd general inquires;

» complaints;
» stukcholder engapement; ond
s dclivery of social obligations,

The following table shows the amount of incentive revenue, primarily from IS, which WPD has camed since the beginning of DPCRS:



Incentive Enrned Regulatory Year Ended Incentive

Repulntory Year Ended (in millluns) Included in Revenue
March 2011 $ 30 Match 2013
March 2(H2 83 Mareh 20H4
March 2013 104 March 2015
March 2014 125 March 2016

For regulatory years 2015/16 through 2018/19 allowed revenue will also be reduced to reflect Ofgem's final decision on the DPCR4 line loss incentives snd
penaltics mechanism, WPD has a liability recorded related to this future revenue reduction; therefore, this will not impact fitture camings, See Note 6 to the
Financial Statements for edditional information.

Sce "Item 1A. Risk Factors - Risks Related to UK. Regulated Segment” for additional information on the risks associated with the UK. Regulated Scgment.

! isfamers

WPD provides regulated electricity distribution services to licensed third party energy suppliers {its customers) who use the network to transfer electricity to
their customers, the end-users. WPD bills the energy supplier for this service and the supplicr is responsible for bitling the end-users. Ofgem requires that all
licensed clectricity distributors and suppliers become parties to the Distribution Connection and Use of System Agreement, This agreement specifies how
creditworthiness will be determined and, as @ result, whether the supplier needs to collaterlize for its payment obligations.

s Nentueky Regoloted Segment (PPL)

Consists af the operations of LKE, which owns and operates regulated public utilitics engaged in the generation, transmission, distribution and sale
of electricity and distribution and sale of natural gas, representing primarily the activities of LGEFE and KU, In addition, certain financing costs are
allocated to the Kentucky Regulated sepmeny,

{PPL, LKE, LG&E and KU)

LG&E and KU, direct subsidiarics of LKE, are engaged in the regulated gencration, transmission, distribution and sale of electricity in Kentucky and, in KU's
case, Virginia and Tennessce. LG&E also engages in the distribution and sale of netural gas in Kentucky. LG&E provides electric service to approximately
400,000 customers in Louisville and adjacent arcas in Kentucky, covering approximatety 700 square miles in ninc counties and provides natural gas service
to approximately 321,000 eustomers in its electric service arca and eight additional counties in Kentucky. KU provides clectric service to approximately
515,000 customers in 77 counties in central, southeastem und western Kentucky, approximately 28,000 customers in five countics in southwestem Virginia,
and fewer than ten customers in Tennessee, covering approximately 4,800 non-contiguous square miles. KU also sells wholesale electricity to 12
municipulitics in Kentucky under load following contraets. In Virginia, KU operates under the name Old Dominion Power Company.

Details of operating revenues by customer class for the years ended December 31 are shown below.

24114 2013 2012
Yo ul Y% of Rl
Revenoe Revenue Revenue Revenue Revenue Revenue
Commercial 5 Bl5 26 770 26 § 723 a5
Industrial 627 20 587 20 551 20
Residential 1,281 40 1,205 40 1,071 39
Retail - other 279 9 260 9 270 10
Wholesale - municipal 109 3 Lo 4 102 4
Wholesale - otlier {a) 37 2 44 1 42 i
Total $ 1.168 100 § 2,976 [og $ 2,759 100




2014 20123 2011

Yo ol %% aof % af
Revenue Revenue Revenue Revenue Revenue Revenue

LG&E

Commercial 5 433 28 § 405 29 % KFE) 28
Industrial 194 I3 186 13 170 13
Residential 650 43 614 44 548 41
Retail - other 130 8 119 B 131 10
Whalesale - other (a} {b) 126 8 B6 6 101 B
Total 5 1,533 100 § 1410 14 3 1,324 100
KU

Commercinl § 382 22 % 365 22 3 349 23
Industrial 433 5 4 25 181 25
Residential 631 36 501 36 528 34
Retail - other 14% 9 141 9 139 9
Whalesale - municipol 109 6 Lo 7 102 7
Wholesale - other (a) (b) 33 2 27 ! 30 2
Total 5 1,737 100 § 1.635 100 § 1,504 100

{2) Includes wholesale power and transmission revenues.
(b) Includes intercompany power sales und transmission revenues, which ore eliminated upon consolidation at LKE.

Eranchises and Licenses

LG&E and KU provide clectricity delivery service, and LG&E provides natural gas distribution service, in their respective service termitories pursuant to
certain franchises, licenses, statutory service ureas, casements and other rights or permissions granted by state legislatures, cities or municipalities or other
cntities,

Competition

There are cumrently no other clectric public utilities operating within the clectrie service areas of LKE, From time to time, bills are introduced into the
Kentucky Generat Assembly which seck to suthorize, promotce or mandate increased distributed genemtion, customer choice or other developments, Neither
the Kentucky Geneml Assembly nor the KPSC has adopted or approved a plan or timetable for retail clectric industry competition in Kentucky, The nasture or
timing of legislative or egulatory actions, ifany, regurding industry restructuring and theirimpact on LKE, which may be significant, cannot currently be
predicted. Virginia, formerly o deregulated jurisdiction, has enacted legislation that implemented o hybrid model of cost-based regulation. KU's operations
in Virginin have been and remain regulated,

Aliernative energy sources such us electricity, oil, propanc ond other ficls provide indireet competition for naturm] gas revenues of LKE. Marketers may also
compete 1o scll natural gas to certein large end-users. LG&E's notural gos tariffs include gas price poss-through mechanisms relating to its sale of natumal gos
as a commodity; therefore, customer natural gas purchases from altemative suppliers do not gencrally impact profitability. However, some large industrial
and commercisl customers may physically bypass LG&E's facilities and seck delivery service dircetly from interstate pipelines or other natural gas
distribution systems.

Power Supply
At December 31, 2014, LKE owned, controlled orhad a minority ownership interest in generating capacity (summer mting) of 8,087 MW, of which 3,342
MW related to LG&E and 4,745 MW related to KU, in Kentucky, Indiona, and Ohio. See "item 2, Propertics - Kentucky Regulated Scgment” for a complete
tist of LKE's penerating facilities.

The system capacity of LKE's owned or controlled generation is based upon a number of factors, including the operating experience and physical condition
ofthe units, and may be revised pedodically to reflect changes in circumstances.

During 2014, LKE's Kentucky power plants generted the following amounts of electricity.

GWh
Fuel Souree LKE LG&FE KU
Coal (a) 33,768 14,944 18,824
Oil / Gas 1,505 522 o83
Hydro 344 272 72
35,617 15,738 19,879

Total (b}




() Includes 896 GWh of power gencrated by and purchased from OVEC for LKE, 610 GWh for LG&E and 276 GWh for KU
(b} This peneration represents a 1.4% increase for LKE, a 5.4% increase for LG&E and a 1.6% decrease for KU from 2013 output.

A majority of LG&E' and KU's generated clectricity was used to supply its retail and municipal customer basc.

LG&E and KU jointly dispatch their generation units with the lowest cost genemation used to serve their retail ond municipal customers. When LG&E has
cxcess generation capacity afier serving its own retail customers ond its generation cost is lower than that of KU, KU purchases electricity from LG&E. When
KU has excess peneration capacity after serving its own retail and municipal customers and its genertion cost is lower than that of LG&E, LG&E purchases
clectricity from KU.

See "ltem 2, Properties - Kentucky Regulated Scgment” for additional information reganding LG&E's and KU's Cane Run Unit 7 which is currently under
construction, and LG&E's and KU's CPCN application to construct a solar generating facility at the E.W. Brown genemting site. As a result of environmental
requirements, LG&E ond KU anticipote retiring five older cozl-fired electric gencrating units at the Cane Run plant in 2015 and the Green Riverplant in
2016, which hove a combined summer capacity rating of 724 MW. In addition, KU retired the remaining 71 MW conl-fired unit st the Tyrone plant in
February 2013 ond retired a 12 MW gas-fired unit at the Hacfling plant in December 2013,

Fuel Supply

Coal is expected to be the predominant fuel used by LG&E and KU for busclond generation for the foresceable fiture, Mowever, natural gos will play a more
significant role starting in 2015 when Cone Run Unit 7 is expected to be placed into operation us bascload gencration, The natural gas for this generating
unit will be contracted from suppliers sepormtely from LG&E's natural gas customers. Naturl gas and oil will continue to be used for internmediate and
peaking capacity ond flamc stabilization in coal-fired boilers.

Fuel inventory is maintained ot levels estimnted to be necessury to avoid opemtional disruptions at coal-fired generating units. Reliability of coal deliveries
can be affected from time to time by a number of factors including fluctuations in demand, coal mine production issucs and other supplier or transporter
operating difficultics. To enhance the relinbility of natural gas supply, LG&E and KU have secured long-term pipeline capacity on the interstate pipeline
serving the new NGCC unit at Cane Run and six simple cycle combustion turbine units.

LG&E and KU have entered into coal supply agreements with various supplicrs for coal deliveries through 2019 and nomally augment their coal supply
agreements with spot market purchases, as needed,

For their existing units, LG&E and KU expect for the foreseeable future to purchase most of their coal from westem Kentucky, southem Indiana and southemn
Illincis. 1n 2015 and beyond, LG&E and KU may purchase certain quantities of uitra-low sulfur content coal from Wyoming for blending at TC2. Coal is
delivered to the generating plants by barge, truck and rail,

(PPL, LKE and LG&E)

Naryral Gas Distribueion Supply

Five underground nateral gos stormge fields, with o current working natural gas capacity of approximately 15 Bef, are used in providing natumt gas service to
LG&E's firm salcs customers. By using natural gas storage facilities, LG&E avoids the costs typically assoeiated with more expensive pipeline transponation
capacity to serve peak winter heating loads. Natuml gas is stored during the summer scason for withdrawal during the following winter heating

scasen. Without this storge capacity, LG&E would be required 1o purchase additional natuml gos and pipeline transpontation services during winter months
when customer demand increases and the prices fornatur gas supply and transporiation services are typically at their highest. Several suppliers under
contracts of varying duration provide eompetitively priced notural gas. At December 31, 2004, LG&E had 12 Befof natumal gas stored nnderground with a
camying value of $54 million.

LG&E has a pontfolio of supply amangements of varying terms with a number of suppliers designed to meet its firm sales obligations. These natural gas

supply amangements include pricing provisions that arc market-responsive, In tandem with pipeline transponation services, these natural gas supplies
provide the reliability and flexibility nccessary to serve LG&E's natural gus customers.
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LG&E purchases natural gas supply transportation services from two pipelines. LG&E has contracts with one pipeline that are subject to teanination by
LG&E between 2015 ond 2020. Total winter season capacity under these contraets is 194,900 MMBtu/doy and summer scason capacity is 88,000
MMBiu/day. Additionally, LG&E has a contract with the same pipeline for the month of January 2015 with a total capacity of 35,000 MMBtu/day, ond a
contract with a sccond pipeline with a total capacity of 20,000 MMBtu/day during both the winter and summer scasons that expires in October 2018,

LG&E expects to purchase natural gas supplies forits gas distribution operations from onshiore producing regions in South Texas, East Texas, North
Louisiana and Arkansas, as well as gas ofginating in the Rockics, Marcellus and Utica production arcas.

(PPL, LKE, LG&LE anmd KU)

Transmission

LG&E and KU contract with the Teanessee Valley Authority to act as their transmission reHability coondinator and contract with TranServ Intemational, Inc.
10 act as their independent tansmission opemtor.

In February 2013, LG&E and KU submitted a compliance filing to the FERC reflecting their panticipation with other utilities in the Southeasterm Regional
Transmission Planning group relating to certain FERC Order 1000 requirements. FERC Order 1000, issued in July 2011, establishes certain procedural and
substantive requirements relating to participation, cost allocation and non-incumbent developer aspects of regional and inter-regional clectric transmission
planning activities.

Rates

LG&E is subject to the junsdiction of the KPSC and the FERC, and KU is subjcct to the jurisdiction of the KPSC, the FERC, the VSCC and the TRA. LG&E
und KU operte under a FERC-approved open access transmission 1anff (OATT).

LG&E's and KU's Kentucky base rates are calculated based on a return on capitalization (common equity, long-term debt and shon-term debt) including
adjustments for certain net investments and costs recovered separately through other means, As such, LG&E und KU genemlly cam a retum on regulatory
455Cts.

KU's Virginin basc rates are calculated bused on a retum on rate base (net utility plant plus working capital less defemred taxes end miscellancous
deductions). All regulotory assets and liabilities, except the levelized fuel factor, are excluded from the retum on rte base utilized in the calculation of
Virginia base rates; therefore, no return is camed on the related assets.

KU's rates to 12 municipal customers for wholessle requirements are caleulated based on annual updates to a formula rate that utilizes o retum on rte base
(nct utility plant plus working capitai less deferred taxes and miscellancous deductions). All regulatory assets and linbilities are excluded from the retum on
rate base utilized in the development of municipal rtes; therefore, no retum is enmed on the related nsscts. In April 2014, nine municipalitics submitted
notices of termination, under the original notice period provisions, 1o cease taking power under the wholesale requirements contracts. Such terminations are
to be effective in 2019, except in the case of one municipality with o 2017 effective date. In addition, a tenth municipality has a previously scttled
termination date of 20] 6.

Sce Note 6 to the Financial Statements for additional information on cost recovery mechanisms.
¢ Case

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual basc electricity rates of approximately $30 million ot LG&E and
approximately $153 million at KU and an increase in annual base gos mtes of epproximately $14 million at LGRE. The proposed base mte increases would
result in electricity mte increases of 2.7% at LG&E snd 9.6% at KU and a gas mte increase of 4.2% al LG&E and would become effective in July 2015.
LG&E's and KU's applications each include a request for authorized retums-on-equity of 10.5%. The applications arc bused on a forecosted test year of July
1,2015 through June 30, 2016. A number of parties have been granted intervention requests in the proccedings. A hearing on the applientions is scheduled
to commence on April 21,2015, LG&E and KU cannot predict the outcome of these proceedings.
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. Pennsyivania Regulated Segmeny (PPL)

Includes the regilated electricity delivery operations of PPL Electric,
(PPL and PPL Electric)

PPL Electric delivers clectricity to approximately 1.4 million customers in o 10,000-square mile temitory in 29 counties of eastemn and central
Pennsylvonia. PPL Electric nlso provides electricity supply to retail customers in this arca as 2 PLR under the Customer Choice Act,

Details of revenues by customer elass for the years ended December 31 are shown below,

2014 2013 M2
Revenue Yu ol Revenue Revenne % 0f Revenue Hevenue Ye of Revenue

Diswibution

Residential 3 1,285 63 § 1,215 65 § 1.108 63

Industrial 52 g 52 3 53 3

Commercial 367 18 363 19 166 21

Oiher 5 (L 26 l
Transmission 335 6 251 13 210 12

Total b3 2,044 160 SE 1A 100§ 1,763 100

Frauchise, Licenses and ther Resulations

PPL Electric is authorized 1o provide eleetric public utility service throughont its service area as a result of grants by the Commonwealth of Pennsylvania in
corporate charters to PPL Electric and companies which it has succeeded and as a result of certification by the PUC. PPL Electric is pranted the right to enter
the streets and liphways by the Commonwealth subjeet to centain conditions. In general, such conditions have been met by ordinance, resolution, permit,
acquiescence or other action by an appropriate local political subdivision or agency of the Commonwealth.

Comperition

Pursuant to authorizations from the Commonwealth of Pennsylvania and the PUC, PPL Electric opemites a regulated distribution monopoly in its service
area, Accordingly, PPL Electric does not face competition in its clectricity distribution business. Pursuant to the Customer Choice Act, generation of
clectricity is a competitive business in Pennsylvania, and PPL Electric does not own or operate any genertion facilities.

The PPL Elcctric transmission business, operating undera FERC-approved PIM Open Access Transmission TarifY, is subject to competition pursuant 10 FERC
Onler 1000 from entitics that are not incumbent PIM trnsmission owners with respect to the construction and ownership of trmnsmission facilities within
PIM.

Rares and Repulation
Transmission

PPL Electric's transmission facilities arc within PIM, which operates the electricity tansmission network and electsie cnergy market in the Mid-Atlantic and
Midwest regions of the ULS,

PIM serves os a FERC-approved RTO 1o promote greater perticipation and competition in the region it serves. In addition to operating the clectricity
transmission network, PIM also administers regional markets for energy, capacity and ancillary services, A primary objeetive ofany RTO is to scparate the
operation of, and access to, the tmnsmission grid from market participants that buy or sell clectricity in the same markets, Electric wtilities continue to own
the transmission assets and to receive their share of transmission revenues, but the RTO direets the control and operution of the transmission

facilities. Certain types of transmission investment are subject to competitive processes outlined in the PIM tarifi,

As a transmission owner, PPL Elcctric's tmnsmission revenues are recovered through PIM in accordance with a FERC approved tariff that atlows recovery of
incurred transmission costs, a retum on trnsmission-related plant and an sutomatic annunl update based on a formula mte mechanism. Asa PLR, PPL
Electric also purchases transmission services from PIM. Sce "PLR" below.




Sece Note 6 to the Financial Statements for additional information on mtc mechanisms.
Distribution

PPL Electric's distribution base rates are calculated based on a retum on rate base (net utility plant plus o cash working capital aliowance less plant-related
deferred taxes and other miscellancous ndditions and deductions). Al regulatory assets and linbilities sre excluded from the retum on rate base; therefore, no
return is carned on the related assets unless specifically provided for by the PUC. Cunently, PPL Elccirie's Smast Meter rider and the DSIC are the only
regulatory assets caming a retum. Certain operating expenscs are also included in PPL Electric’s distribution basc mtes including wages and benefits, other
operation and maintenence cxpenses, depreciation and taxes.

Pennsylvania's AEPS requires clectricity distribution companies and clectricity generation suppliers to obtain a portion ofthe electricity sold to retail
customers in Pennsylvanin from oltemative energy sources. Under the defoult service procurement plans approved by the PUC, PPL Electric purchases alt of
the aliemutive energy peacration supply it needs to comply with the AEPS.

Act 129 created an energy cfficiency and conservation program, a demaond side management program, smart metering technology requirements, new PLR
generation supply procurement rules, mmedics for market misconduct and changes to the existing AEPS.

Act 11 suthorizes the PUC 1o approve two specific ratemaking mechanisms: the use of o fully projected future test year in base rate proceedings and, subject
to certnin conditions, the use ofa DSIC. Such altemative ratemaking procedures and mechanisms provide opportunity for accelerated cost-recovery and,
thercfore, are important te PPL Elcctric as it is in a period of significant capital invesiment to maintain and enhance the relinbility of its delivery system,
including the replacement of aging assets. In January 2013, PPL Electric filed a petition requesting permission to establish a DSIC. In Moy 2013, the PUC
approved PPL Electric's proposed DSEC with an initial mte effective July 1, 2013, subject to refund after hearings. The PUC also assigned four technical
recovery calculntion tssucs to the Office of Administrative Law Judge for hearing and preparation of o recommended decision. In Aupust 2014, the presiding
Administrative Law Judge issued a recommended decision which would not have a significant impact on PPL Electric. This matter remains pending before
the PUC.

See "Regulatory Mutiers - Pennsylvania Activitics” in Note 6 to the Financial Statements for additional information regarding Act 129, Act 11 and other
legislative and repulatory impacts.

ELR

The Customer Choice Act requires Eleettic Distribution Companies (EDCs), including PPL Electrie, or an alternative supplicr approved by the PUC o act as
a PLR of clectricity supply for customers who do not choose to shop for supply with a competitive supplier and provides that electricity supply costs will be
recovered by the PLR pursuant to regulations established by the PUC. As of December 31, 2014, the following percentages of PPL Elcctric's customer load
were provided by competitive suppliers: 50% of residential, 83% of small commercial and industrial and 99% of large commercial and industrial
customers. The PUC continues to be interested in expanding the competitive market for electricity. Sce "Regulatory Matters - Pennsylvania Activities” in
Nete 6 1o the Financial Stetements for additional information.

PPL Eleciric's cost of clectricity generation is bused on a competitive solicitation process. The PUC approved PPL Electric's defoult service plan forthe
period June 2013 through May 2015, which includes 4 solicitations forclectricity supply held in April and October, annually. Pursuant to this plan, PPL
Eleerric contracts forall of the electricity supply for residential, small commercial and small industrial customers, large commercial and large industrial
customers who clect 1o take that service from PPL Electric. These solicitations include 8 mix of 12- and 9-month fixed-price load-following contracts for
residential, smal! commercial and small industrisf customers, and 12-month real<iime pricing contmcts for large commercinl and large industrial customers 1o
fulfill PPL Elcctric's obligation to provide customer electricity supply #s a PLR. In April 2014, PPL Electric filed 2 new Default Service Plan with the PUC for
the period of June 1, 2015 through May 31, 2017. The petition was approved by the PUC on January 15, 2015.

Numcrous aiternative suppliers have offered 1o provide genemtion supply in PPL Electric's service teritory. Since the cost of generation supply is a pass-
through cost for PPL Electric, its financial results are not impacted ifits customers purchase clectricity supply from these nlternative supplicrs. Sce "Encrgy
Purchase Commitments” in Note 13 to the Financial Statements for ndditional information reganding PPL Electric's soticitations.
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«  Supply Sepment (PPL)

Consists primarily of the activities of PPL Energy Supply's subsidiaries, PPL Generation and PPL EnergyPlus. PPL Genvrarion owns and operaies
campetitive domestic power plants to generate electricity and acguires and develops competitive domestic generation projects. PPL EncrgyPlus
markets and trades electricity, natural gas, and other energy-related products in competitive wholesale and retail markets. In addition, certain
[financing and other costs are allocated to the Supply segmens. Upan completion of the anticipated spinaff of PPL Energy Supply in 2015, PPL will no
longer have a Supply segment. See "Amticipared Spinaff of PPL Energy Supply” above for additional informarion.

(PPL and PPL Energy Supply)

PPL Encrgy Supply's genemtion assets are primarily located in Pennsylvania and Montana, PPL Energy Supply enters into encrgy and energy-related
cantracts 10 hedge the variability of expected cash flows associated with its gencrating units and marketing activitics, as well as fortmding purposes. PPL
EncreyFlus sells the clectricity produced by PPL Energy Supply's generution plants based on prevailing market rates. PPL Energy Supply’s total expected
generation in 201 3 is anticipated to be used to meet its committed contrectual sales. PPL Energy Supply has also entered inte commitments of varying
quantitics and terms for 2016 and beyond.

Details of revenue by category for the years ended December 31, are shown below.

2014 013 2002
Revenue % ul Revenue Revenue Yo of Revenmy Revenue %o of Revenue

Energy

Unregulated wholesale energy (a) s 1,892 51 S 2,960 65 § 4,054 76

Unregnlated retnil enerpy 1.243 33 1,027 23 B44 16

Total encrgy 3,135 &4 3,987 48 4,898 92
Energy-related businesses (b) 601 i6 527 11 448 8
Total 5 3,736 100§ 4,514 100 $ 5,346 100

{a) Included in these amounts fur 2014, 2013 and 2012 are $84 miltion, $51 million eod $78 million of wholesale electricity sales to un affifiate, PPL Electric, which are elimiruted
in consolidation for PPL.

{b) Energy-relaled businesses primarily support the generation, marketing and trading businesses of PPL Energy Supply. Their activities include developing renewable energy
projects and providing enerpy-related products and services to commercial and industrinl customers through their mechanical contracting and services subsidiaries. Enerpy-
related businesses for PPL's Supply segment had additional revenues not related o PPL Energy Supply of $13 million for 26112, which are not included in this whle.

Power Supply
PPL Energy Supply owned or controlled generating capacity (summer rating) of 9,896 MW at December 31, 2014, Generating capacity controlled by PPL
Generation ond other PPL Encrgy Supply subsidianes includes power obtained through PPL EnergyPlus’ power purchase agreements. See "licm 2. Properties
- Supply Segmemt" for deiatls of PPL Encrgy Supply's gencrating capacity.

During 2014, PPL Encrgy Supply owncd or controlled power plants that generated the following amounts of clectricity.

GWh

Fugl Souree Norfheastern Northwestern Total
Nuclear 16,903 16,903
Qil / Gas 11,080 11,080
Coal 16,074 4,030 20,104
Hydro (n) 931 3318 4,249
Renewables (b) 413 413

45,401 7,348 52,749

Total

{a) The Northwestern amount reflects generation from hydroeleciric generating lacilities that were sold by PPL Montana to Nosth Westeen in November 2(H4, See Note B 1o the
Financiai Statements for additional information,

{b) PPL Energy Supply subsidiaries own or control renewable energy projects located in Pennsylvania, New Jersey, Vermont and New Hempshire with o generating capacity (summer
rating) of 25 MW I'PL EnergyPlus sells the energy, capacity and RECs produced by these plants into the wholesale market as well s to commercial and industrial customers,
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PPL Encrgy Supply's generation subsidiaries are EWGs that seil electricity into wholesale markets. EWGs are subject to regulation by the FERC, which has
authorized these EWGs to sell the electricity generated at market-based prices. This eleciricity is sold to PPL EnergyPlus under FERC-jurisdictional power
purchase agreements. PPL Susquchanna is subject to the jurisdiction of the NRC in connection with the operation of the Susquchanna nuclear units. Certain
of PPL Enecrzy Supply's other subsidiares are subject to the jurisdiction of the NRC in connection with the operation of their fossil plants with respect to
centain level and density monitoring devices. Certain operations of PPL Generation's subsidiarics are aiso subject to OSHA and comparable state statutes.

Fuel Supply
Coal
Pennsylvania
PPL EncrgyPlus actively manages PPL Encrgy Supply's coal requirements by purchasing coal principally from mines located in northemn Appalachia.

During 2014, PPL Generation purchased 5.6 million tons of coal required for its wholly owned Pennsylvania plants. Coal inventory is maintained ot levels
estimated to be necessary to avoid operational disruptions ot coal-fired pencrating units. Relinbility of conl deliveries can be uffected from time to time by a
number of factors including fluctuations in demand, coal minc production issues and other supplier or transporter openating difficultics. PPL Generation, by
and through its agent PPL EncrgyPlus, hes agreements in place that will provide more then 16 million tons o PPL Generation's projected coal needs for the
Pennsylvania power plents from 2015 through 2018 and augments its coal supply sgreements with spot market purchases, as nceded.

A PPL Generation subsidiary ownsa 12.34% interest in the Keystone plant and a 16.25% interest in the Conemauph ptant. PPL Gencration owns o 12.34%
intercst in Keystonc Fuets, LLC and a 16.25% interest in Conemaugh Fuels, LLC. The Keystone plant contracts with Keystone Fuels, LLC for its coal
requirements, which provided 4.5 million tons of coal 10 the Keystone plant in 2014, The Conemaugh plant requirements are purchased under contract from
Conemaugh Fucls, LLC, which provided 4.5 million tons of coal to the Conemaugh plant in 2014,

All wholly owned PPL Genenition coal plants within Pennsylvania are equipped with scrubbers, which use limestone in their opemtions. Acting as agent for
PPL Generation, PPL EnergyPlus has eatered into limestone contraets with suppliers that will provide for those planis’ requirements through 2016, During
2014, 430,000 tans of limestone were delivered 1o Brunner 1stand and Montour under these contracts, Annual limestone requirements range from
approximately 400,000-500,000 tons,

Montana

PPL Montana ewns a 30% intcrest in Colstrip Unit 3 und NorthWestern owns a 30% interest in Colstrip Unit 4. PPL Montana and NorthWestem have a
sharing agreement that govems cach party's responsibilities and rights relating 10 the operation ol Colstrip Units 3 and 4. Under the terms of that agreement,
cach party is responsible for 15% of the tota] non-coal operating and consiruction costs of Colstrip Units 3 and 4, regardless of whether a particular cost is
specific to Colstrip Unit 3 or4 and is entitled to take up to 15% ofthe available generation from Units 3 and 4. Each panty is responsibile for its own coal
costs. PPL Montana, with the other Colstrip owners, is panty 1o contracts to purchase 100% of its coal requirements with defined coal quality chamcteristics
and specifications. PPL Montana, with the other Colstrip Units 1 and 2 owner, has a leng-term purchase and supply agreement with the current supplier for
Units | and 2, which provides these units 85% 1o 100% of their coal requirements {at owners' option) from January 2015 through December 2019, PPL
Montanag, with the othier Colstrip Units 3 and 4 owncrs, has a tong-term coal supply contract for Units 3 and 4, which provides these units 100% of their coel
requirements through December 2019.

These units were originally built containing scrubbers and PPL Montana has entered into & long-term contract to purchase the imestone requirements for
these units. The contract extends through December 2030.

Coal supply contracis arc in place to purchase low-sulfur coal with defined quality characteristics and specifications for PPL Montana's Coretie plant. The
contracis covered 100% of the plant's cosl requirements in 2014 and similar contracts are in place to supply 100% of the expected coal requirements throuph
the suspension of plant operations scheduled for no later than April 2015. The plant is expected to be retired in August 2015,



Oil and Natural Gas

Pennsylvania

PPL Generation's Martins Creck Units 3 and 4 bum both oil and natural gas. Duning 2014, 100% of the physical gas requirements for the Martins Creck units
were purchased on the spot market using cither delivered supply or a combination of spot market supply and short-term capacity and oil requirements were
supplied from inventory and replenished by purchases made in the spot market. At December 31, 2014, there were no tong-tenn agreements for oil or natural
gas forthese units.

Short-term and long-term gas transporiation contrcts are in place for approximately 38% of the maximum daily requirements of the Lower Mt. Bethel
combined-cycle facility.

For PPL's ironwood combined-cycle facility, PPL EncrpyPlus has long-term transportation contracts that can deliver up to approximately 25% of lronwood's
maximum daily gas requirements, Daily gas tequirements can also be met through a combination of short-term transportation capacity relcase transactions
coupled with upstream supply.

In addition, PPL EncrgyPlus has secured long-term natum] gas supply for approximately [0% of the combined needs of Ironwood and Lower Mt. Bethel
through 2016.

e

The nuclear fuel cycle consists of several material and service components: the mining and milling of uranium ore to produce uranium concentrates; the
conversion of these concentrates into uranium hexafluoride, o gas component; the enrichment of the hexafluoride gas; the fubrication of fuel assemblies for
insertion and use in the reactor core; and the temporary stormge and final disposal ef speat nuclear fuci.

PPL Susquehanna has a portfolio of supply contracts, with varying expimtien dates, for nuclear fuel materials and services. These contracts are expected to
provide sufficient fuel to permit Unit | to operate into the first quonerof 2020 and Unit 2 to operate into the first quanter 0f 2019, PPL Susquehanna
anticipates entering into additional contmcts to ensure continued operation of the nuclear units.

Federml low requires the U.S, govemment to provide for the permanent disposal of commerctal spent nuclear fuel, but there is no definitive date by which a
repository will be operational. As a result, it was necessary to expand Susquchanna's on-site spent fuel storage capacity. To suppon this expansion, PPL
Susquehanna contrcted for the design and construction of o spent fuel stompe Mcility employing dry cask fuel stomge technology. The facility is modular,
so that additional storage capacity can be added os nceded. The facility began receiving spent nuclear fuel in 1999, PPL Susquehanna estimates, under
current operating conditions, that there is sufficient stomge capacity in the spent nuclear fuel pools and the on-site spent fucl storage facility at Susquehanna
to accommodate spent fuel discharged through spproximately 2017, 1f necessary, the on-site spent fuel stomge facility can be expanded, assuming
appropriate regulatory approvals are obtained, such that, together, the spent fiel pools and the expanded dry fuel storage facility will accommodate ell of the
spent fuel expected to be discharged through 2044, the cument licensed life of the plant.

In 1996, the U.S. Coun of Appeals for the District of Columbia Cireunit ruled that the Nuctear Waste Policy Act imposed on the DOE an unconditional
obligation to begin accepting spent nuclear fuel on or before January 31, 1998, In Junuary 2004, PPL Susquehanna filed suit in the U.S. Count of Fedem]
Claims for unspecificd damages suffercd o5 a result of the DOE's breach of its contract to accept and dispose of spent nuclear fuel. In May 2011, PPL
Susquchanna entered into a settlement ngreement with the U.S. Govemment relating to PPL Susquehanna's lawsuit. The settlement included reimbursement
of cenain costs 1o store spent nuciear fuel at the Susquehanna plant incurred from 1998 through December 31, 2013, and PPL Susquehanna received
payments forits claimed costs for those periods. In exchange, PPL Susquehanna waived any claims sgainst the US. Government for costs paid or injuries
sustained relsted 1o storing spent nuclear fuel at the Susquehanna plant through December 31, 2013, In January 2014, PPL Susquchanna entered into a new
agreement with the DOE to extend the settlement agreement on the same termns as the prior agreement fer an additional three years to the end of 2016.
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Fnerpy Marketing

PPL EncrzyPlus sclls the capacity and clectricity produced by PPL Genermtion subsidiaries, and buys and sells purchased power, capacity, ancillary services,
FTRs, notural gos, oil, umnium, emission allowances and RECs in competitive wholesale and competitive retail markets.

PPL EnergyPlus transacts in competitive retail energy markets, and buys and sells clectricity ond natural gas supply, to meet the diverse needs of business
customers. PPL EnergyPlus sclls retail electricity supply to business customers in Delaware, the District of Coluimbin, Maryland, Montana, New Jersey, Chio
and Pennsylvania ond sells retail notural gas supply to business customers in Delaware, Maryland, New Jersey, and Pennsylvania. The company also offers
clectricity supply to select residential customers in Pennsylvenia. Although retail energy revenues continue to grow, the net margins related to these
activities are not currently a significant component of PPL Encrgy Supply's margins.

Within the constraints of its hedging policy, PPL EncrgyPlus actively manages its portfoltios of energy and energy-related products to optimize their value
and to [imit exposure to price fluctuations. See Note 17 to the Financial Statements for more information.

Campetition

Since the carly 19905, there has been increased competition in U.S. encrgy matkets because of federal and state competitive market initiatives. Although
some states, such as Pennsylvanin and Montaena, have created a competitive market for clectricity genemtion, other states continue 10 consider different types
of regulatory initiatives conceming competition in the power and gos industries. Some states that were considering creating competitive markets have
slowed their plans or postponed fucther consideration, 1n addition, states that have created competitive markets have, from time to time, considered new
marke! rules and re-regulation mensures that could result in more Hmited opportunitics for competitive encergy suppliers. Interest in re-regolation, however,
has slowed duc to recent declining power prices. As such, the markets in which PPL Encrgy Supply poricipates arc highly competitive,

PPL Energy Supply faces competition in wholesale markcets foravailable cnergy, capacity and ancillary services. Competition is impacted by clectricity and
fuel prices, congestion along the power grid, govemmental mandates for new gencration, new market entrants, construction of new gencrating assets,
technological advances in power generation, the actions of environmental and other regulatory authoritics and other factors. PPL Energy Supply primarily
competes with other electricity suppliers based on its ability to aggrepate generation supply at competitive prices from different sources and to efficiently
utilize transportation from third-pany pipelines and transmission from clectric utilities and 180s. Competitors in wholesale power markets include regulated
utilities, industrial companies, NUGs, competitive subsidiarics of regulated utilitics and other energy marketers. Sec "Item 1 A. Risk Factors - Risks Related to
Supply Segment”, "liem 7. Combined Manrgement's Discussion and Analysis of Financial Condition and Results of Operations - Overview" and Notes 13
and 17 1o the Financinl Statements for more information conceming the dsks faced with respect to competitive cnergy markets.

Franchise and Liconses

Sec "Encrgy Marketing” above fora discussion of PPL EncrgyPlus' licenscs in various states. PPL EnergyPlus has a license from the DOE to expont clectric
energy to Canuda. PPL EnergyPlus also has a permit from the National Energy Board of Canada 1o export finn and intermuptible encrgy from Canada to the
Us.

PPL Susquehanna operates Units | and 2 pursuant to NRC operating licenses that expire in 2042 for Unit | and in 2044 for Unit 2.
In 2008, a PPL Encrgy Supply subsidiary, PPL Bell Bend, LLC, submitted a COLA to the NRC fora new nuclear gencrating unit (Bell Bend) to be built
adjacent to the Susquehanna plant. Also in 2008, the COLA was formally docketed and accepted for review by the NRC. PPL Bell Bend, LLC does not

expect to complete the COLA review process with the NRC prior to 2018. See Note 8 to Financial Statements for additional information.

PPL Holtwood operates the Holtwood and Wallenpaupack hydroclectric generating plants pursuant to FERC-granted licenses that expire in 2030 and 2045,
respectively.



o her Corporate Functions (PPL)

PPL Services provides comporate functions such as financial, legal, supply chain, human resources and information technology services. Most of PPL
Services' costs ere charged dircctly to the respective PPL subsidiarics for the services provided or indirectly charged to applicable subsidiaries based on an
nverage of the subsidinries' relative invested capital, operation nnd maintenance expenses and number of cmployees.

Upon completion of the anticipated spinoff of PPL Encrgy Supply and any related transition services to Talen Energy, the remaining corporate functions that
would be provided by PPL Services would primarily be in support of PPL Electrie. As a resuht, n newly created centralized services company has been
formed, PPL EU Services, which will provide the majority of corporaic functions such os financial, supply chain, human resources and information
technology services to PPL Electric. Significant portions of the various corporate functions within PPL Services will be transfermed to PPL EU Services
during 2015 and 2016 as the transition services agreements with Talen Encrgy expirc. Most of PPL EU Services' costs will be charged directly to PPL
Electric for the services provided, with limited amounts charged back to PPL Services ond its affiliates. PPL Services will continuc to provide certain limited
carporate functions, as the size of the organization is being reduced from approximately 1,200 employces to less than 200 employces after the trnsition
services with Talen Enerpy are complete.

PPL Capital Funding, PPL's financing subsidiary, provides financing for the opemtions of PPL and centain subsidinries. PPL's growth in mtc-regulated
businesses provides the organization with an enhanced comporate level financing altemative, through PPL Capital Funding, that further ensbles PPL 1o cost
cffectively suppor targeted credit profiles across all of PPL's rated companies. As a result, FPL plans to further utilize PPL Capital Funding in future
finaneings, in nddition to continucd direct financing by the opemting companics,

Unlike PPL Services pnd PPL EU Services, PPL Capital Funding's costs arc not generally charged to PPL subsidiaries. Costs are charged directly to

PPL. However, PPL Capital Funding participated significantly in the financing for the scquisitions of LKE and WPD Midlonds and certain associated
financing costs were allocated to the Kentucky and UK Regulated scgments. The associated financing costs, as well as the financing costs associated with
prior issnances of centain other PPL Capital Funding sccuritics, have been assigned to the approprinte segments for pumposes of PPL management's nssessment
of segment performance. The financing costs associated primarily with PPL Capital Funding's securitics issuances in 2013 and beyond, with certain
exceptions including the remarketing of the debt component of the 2010 and 2011 Equity Units, have not been directly assigned or altocated to any
segment.

See "Anticipated Spinoffof PPL Energy Supply" above for information on the expected reductions of $75 million in comporale support costs in connection
with the spinofT transaction.

(Al Registranis)

SEASONALITY

The demand for and market prices of clectricity and natural gas are affected by weather. As a result, the Registrants’ operating resnlis in the fiture may
fluctuate substantially on a seasonal basis, especinlly when more severe weather conditions such as heat waves or extreme winter weather make such
fluctuations more pronounced. The patiem of this fluctuation may change depending on the type and location of the facilitics owned, the reteil load served
and the terms of conimcts to purchase or sel! electricity, See "Financial Condition - Environmental Matters” in "ltem 7. Combined Management's Discussion
and Analysis of Financiel Condition and Results of Operations” for sdditional information regarding climate change.

FINANCIAL CONDITION

Sec "Finencial Condition” in "ltem 7. Combined Manngement's Discussion and Analysis of Financial Condition and Results of Operations” for this
information.

CAPITAL EXPENDITURE REQUIREMENTS

See "Financizl Condition - Liquidity and Capital Resources - Forecasted Uses of Cosh - Capital Expenditures” in "Item 7. Combined Management's
Discussion and Analysis of Finzncial Condition nnd Resulis of Operations” for information
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conceming projected capital expenditure requirements for 2015 through 2019, Sec Note 13 to the Financial Statements foradditional information
conceming the potential impact on capital expenditures from environmental matters.

ENVIRONMENTAL MATTERS

The Registrants are subject to certain existing and developing fedeml, regional, state and local laws ond regulations with respect to gsirand water quality, land
use and other environmental matters. The EPA is in the process of proposing and finalizing an unprecedented number of environmental regulations that will
direetly affect the cleciricity industry. These initiatives cover air, water and waste, See "Financial Condition - Liguidity and Capital Resources - Forecasted
Uses of Cash - Capital Expenditures” in "ltem 7. Combined Management's Discussion and Analysis of Financial Cendition and Results of Operations® on
projected environmental capital expenditures for the years 2015-2019. Also, sece "Environmental Mutters” in Note 13 to the Financial Statements for
additional information. To comply with environmental requirements, PPL's forecast for environmental capital expenditures reflects o best estimate projection
of expenditures that may be required within the next five years. Such projections are $2.4 billion for PPL, including $2.2 billion for LKE (31.1 billion cach
for LG&E and KU), and $192 million for PPL Energy Supply. Actuai costs {including capital, emission allowance purchases and opemational modifications)
may be significantly lower or higher depending on the finul compliance requirements and murket conditions. PPL's und LKE's subsidinries muay alse incur
capital expenditures and operating expenses, which are not now determinable, but could be significant. Most environmental complianee costs incurred by
LG&E and KU arc subject to recovery through o mie recevery mechanism. Sce Note 6 to the Financinl Statements for additional information,

EMPLOYEE RELATIONS

At December 31, 2014, PPL and its subsidiaries had the following full-time employces.

PPL Energy Supply {(a) 4,156
PPL Electric 222
LKE
KU 949
LG&E 1,029
LKS — 103
Total LKE 3,482
PPL Global {primarily WPD) 6,473
PPL Services and other — Lis8
Towl PPL -~ TA6E

(2} Includes labor union employees of mechanical contracting subsidiaries, whose numbers tend to fluctuate due to the nature of this business.

At December 31, 2014, the breakdown of the total work foree thet is represented by lubor unions was:

Number of Employecs Percent of Total Workforee
PPL (a) 5,062 52%
PPL Energy Supply 2482 60%
PPL Electric 1,319 62%
LEE 855 5%
LG&E 714 BY9%
KU 141 15%

(a) Includes 4,076 employees of WPD who are members of lobor upions {or 63% of PPL's UK. workforce). W'D recopnizes four unions, the largest of which represents 41% of its
union workforee. WPD's Electricity Business Agreement, which covers 4,001 union employees, may be amended by ngreement between WPD and the unions and can be
terminated with 12 months' notice by cither side,

See "Anticipated Spinoff of PPL Energy Supply™ in Note 8 to the Financial Statements and "Labor Union Agreements” in Note 13 to the Financial Statements
for details on the elimination of approximarcly 430 domestic positions at PPL, PPL Energy Supply and PPL Electric,

AVAILABLE INFORMATION
PPL's Internet website is www.pplweb.com. Under the Investor heading of that website, PPL provides access to ull SEC flings of the Registrants (including
annual reports on Form 10-K, quanedy reponts on Farm 10-Q, cumrent reports on Form 8-K, and amendments to these reports filed or fumished pursuant to

Section 13(d) or 15(d)) free of charge, as soon as reasonably practicnble after filing with the SEC. Additionally, the Registrants' filings are availoble at the
SEC's wehsite (www.sec.gov)and at the SEC's Public Reference Room at 100 F Street, NE, Washington, DC 20549, or by cailing 1-800-SEC-0330.

20



ITEM 1A, RISK FACTORS

The Registrants face various risks associated with their businesses. Our businesses, financial condition, cash flows or results of operations could be materially
adversely affected by any of these risks. In addition, this report also contains forward-looking and other statements about our businesses that are subject to
numerous risks and uncertninties. See "Forward-Looking Information," "ltem 1. Business,” "ltem 7. Combined Munagement's Discussion and Analysis of
Financial Condition and Results of Operations” and Note 13 to the Financie! Statements for more information canceming the risks described below and for
otherrisks, uncertainties and factors thot could impact our businesses and financial results,

As used in this ltem | A., the terms "we,” "our” and "us" genemlly refer to PPL and its consolidated subsidiarics teken as a wholc, or to PPL Encrgy Supply and
its consotidated subsidiaries taken as a whole within the Supply segment discussions, or PPL Electric and its consolidated subsidiarics tiken as a whole
within the Pennsylvania Regulated segment discussion, or LKE and its consolidated subsidiaries taken as a whole within the Kentucky Regulated segment
discussion.

(PPL and PPL Energy Suppiy)
Risks Relnting to Our Agreement to Spin off PPL Energy Supply and Form Talen Energy Corporation

The proposed spinoff of PPL Evergy Supply and the combination with RIS Power are cantingent upon the satisfuction of a wnber of conditions and may
present sitnations that could have an adverse cffect o us.

The proposed spinoff of PPL Encriry Supply and the subscquent combination with RIS Power to form Talen Energy are complex transactions, subject to
various conditions, and may be affected by unanticipated developments or changes in market conditions, On November 5, 2014, Talen Energy filed a
registration statement with the SEC containing detailed information regarding Talen Energy. Completion of the proposcd spinoffof PPL Energy Supply and
subsequent combination with RIS Power will be contingent upon a number of factors, ineluding that (i) PPL reccives o favomble legal opinion of'tax counsct
as deseribed below; (ii) the SEC declares eifective Talen Energy's repistration statement relating to registration of Talen Energy common stock and no SEC
stop order suspending cifectiveness of the registration statement be in effect priorto the PPL Energy Supply spinoff; (iii) the Talen Energy common stock be
authorized for listing on the New York Stock Exehange; (iv) certain regulatory approvals have been obtained, including approval by the NRC and the FERC,
Hant-Scoti-Rodino clearance and centain approvals by the PUC and (v) there be, subject to certain conditions, at least $1 billion ofundrawn eredit capucity
undera revolving credit facility or similar facility available to Talen Energy and its subsidiarics (for purposes of which any Ietters of credit or other credit
support measures posted in connection with energy marketing and trading transections then outstanding shall not be considered s drawn against such
facility). The spinoffand subsequent combination may be terminated by mutual written consent ol the parties or subject to centain other cirumstances,
including the failure to complete these trensactions by June 30, 2015 or, ifthe required regulatory approvals have not been obtained at such time but the
other conditions to the consummation of these transactions have been orare copable ofbeing satisfied, December 31, 2015. For these and other reasons, the
spinoff and subscquent combination may not be completed on the terms or within the expected timeframe, ifat all.

if the propesed spinoff of PPL Encrgy Supply doex net gualifi us a tax-free distribution under Sections 355 and 368 af the Internal Revenue Code of 1986,
us amended (the "Code”), including as a result of subseyuent acquisitions of stock of PPL or Talen E nergy, then PPL and/or its shareowners may be
reguired to pay substaniiul US, federal income tuxes.

Among other requirements, the completion of the proposed spinofTof PPL Energy Supply and subscquent combination with RJS Power is conditioned upon
PPL's reeeipt of'a legal opinion of tax eounsel to the effect that the spinoff will qualify as o reorganization pursnant to Scetion 368{a)(1 XD and a tax-frec
distribution pursuant to Section 355 of the Code. Although receipt of such legal opinion will satisfy a condition 1o complction of the spinaffand subsequent
combination, that legal opinion will not be binding on the IRS. Accordingly, the IRS may reach conclusions that are different from the conclusions reached
in such opinion. PPL is not aware of any facts or circumstances that would cause the factual statements or representitions on which the legal opinion will be
based to be materially different from the facts ut the time of the spinoff, 17, notwithstanding the receipt of such opinion, the IRS were to determine the
Distribution to be taxsble, PPL would, and its shereowners could, depending on their individual circumstances, recognize a tax lisbility that could be
substantial. In addition, notwithstanding the reccipt of such opinion, ifthe IRS were to detemmine the Mergerto be taxable, PPL sharcowners may, depending
on their individual circumstances, recognize a tax liability that could be material,



in addition, the spinoff will be taxable to PPL pursuant to Section 355(c) of the Code if there is a 50% or greaterchange in ownership (by vote or vatue) of
cither PPL or Talen Energy, directly or indirectly, as part of a plan or series of related tmnsactions that include the spineff. Because PPL's sharcowners will
colectively own more than §0% of Taten Energy's cornmon stock following the spinoffand subscequent combination, the combination alone will not cause
the spinoff to be taxable 10 PPL under Section 355(c) of the Code. However, Section 355(c) of the Code might apply if nequisitions of stock of PPL before or
after the spinofT, or of Talen Energy after the combination, are considered to be part ofa plan or series of related transactions that include the spinoff. PPL is
not awnre of any such plan or serics of tmnsactions that include the spinoff,

PPL may not be successful in realizing the fildl amosunt of antivipated annnial savings as o resalt of the proposed spinoff of PPL Encrgy Supply.

In connection with the spinoffof PPL Encrgy Supply, and following any required transition services period, PPL is targeting 1o reduce is annual corporute
support costs by an cstimated $185 million. This includes §110 million of corporate support costs to be cither eliminated or transferred to Talen Energy and
$75 million of corporate support cosis to be eliminated as a resull of work force and other corporate cost reductions. If for any reason PPL cannot realize all or
a significant portion of the $75 miilion corporate cost savings it could have an adverse cffect on PPL's cash flows and results of operations.

Risks related to our UK. Segment

Our U.K. distribution business contributes more than 50% of PPL's tetal anmual net income and exposes us to the following additional risks related to
operating ouside the US., including risks associated with changes in UK, lawy amd regulations, taxes, economic conditions and political conditions and
paolicies ofthe UK, government and the European Union. These risks may reduce the results of eperations from our UK. distribution business or affect aur
ability to access UK. revennes for payment of distributions or for other corporate parposes in the U.S,

« chaages in laws or regulations relating to UK opemtions, including mte regulations, operational performance and tox laws and regulations;
« changes in government policics, personnel or approval requirements;

» changes in general economic conditions affecting the UK;

» regulatory reviews ol tariffs for distribution companies;

e changes in labor relations:;

« limitations on foreipn investment or owrership ofprojects and retums or distributions to foreign investors;

« limitations on the ability of foreign companies to borrow money from foreign lenders and lack of local eapital or loans;

» changes in U.S. 1ax law applicable 1o texation of foreign eamings; and

» compliance with U.S, foreign compt practices laws.

We ure subject to increased foreipn cirrency exchange rate risks hecause a majority of our cash flows and reported earnings ave currently generoted by
anr UK, business operations,

These risks relate primarily to changes in the relaiive value of the British pound stering und the U.S. dollar between the time we initially invest US. dollars
in our UK businesses, and our strategy to hedge against such changes, and the time that cash is repatrinted to the U.S. from the UK, including cash flows
from our U.K. businesscs that may be distributed to PPL or used for repayments of intereompany loans or other gencral corpomte purposes. In addition, PPL's
conselidated reported camings on a U.S, GAAP basis may be subject to increased carnings translation risk, which is the result ofthe conversion of camings s
reported in our UK businesses on a British pound sterling basis to o U.S. dollar basis in accordance with U.S. GAAP requirements.

Our UK. delivery business is subject to risks with respect to rate regulation and operutional performance.
Our UK delivery businesses are mte-regulated and operate under an incentive-based regulatory frmmework. Managing operational risk is critical to the UK.

Regulated segment’s financial performance. Distuption to these distrdbution networks could reduce profitability both directly by incurring costs for network
restoration and also through the system of penaltics and rewards that Ofigem administers reluting to customer service levels,

ta
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A faifure by any of our UK. regufated businesses to comply with the terms of a diseribution ficense may lead to the issnance of an enforcement order by
Ofzem that could hove an adverse impact on PPL,

Ofgem has powers to levy fines ofup to ten percent of revenue forany breach of a distribution license or, in centain circumstances, such as insolvency, the
distribution license itsell may be revoked. Ofgem also has fonmal powers to propose modifications to each distribution license and there can be no assurance
that a restrictive modification will not be introduced in the future, which could hnve an adverse effect on the operations and financial condition of the UK
regulated businesses ond PPL.

(PPL, PPL Encrgy Supply and LKE)
Risk Related 1o Registraut Holding Companies

PPL's, PPL Energy Supply's and LEKE'S caxlt flows and ability to meet their obligations with respect eo indebteduess and nmder guarantees, and PPL's
ability to puy dividemds, largely depends on the financial performanee of their subsidiaries and, as a resalt, is effectively snbordinuted to ofl existing and
firture fiubifities of those subsidiaries.

PPL, PPL Encrzy Supply and LKE are holding companies and conduct their operations primarily throupgh subsidiaries. Substantially all of the consoliduted
assets of these Registmnts are held by their subsidiaries. Accordingly, these Registrants' cash flows and ability (o meet debt and guaranty obligations, as well
as PPL's ability 1o pay dividends, are targely dependent upon the camings of those subsidiades and the distbution or other payment of such eamings in the
form of dividends, distributions, loans, advances or epayment of loans and advances. The subsidiaries are separatc and distinct legal catitics and have no
obligation to pay dividends or distributions to their parents or to make funds available for such a payment. The ability of the Registrants' subsidiaries to pay
dividends or distributions in the future will depend on the subsidiaries' future camings and cash flows and the needs of their businesses, and may be restricted
by their obligations 10 holders of their outstanding debt and other creditors, as well as any contractual or legal restrictions in effect at such time, including the
requirements of state cormporate law applicable to payment of dividends and distdbutions, and regulatory requirements, including restrictions on the ability of
PPL Eiectric, LG&E and KU 10 pay dividends under Section 305(a) of the Federal Power Act.

Because PPL, PPL Energy Supply and LKE are holding companics, their debt and guaranty obligations arc effectively subordinated to all existing and fiuture
liabilities of their subsidiaries. Although certain agreements to which certsin subsidiaries are parties limit their ability to incur additional indebtedness, PPL,
PPL Encrgy Supply and LKE and their subsidiarics retain the ability to incur substantial additional indcbtedness and other liabilitics. Therefore, PPL's, PPL
Energy Supply's and LKE's rights and the rights of their creditors, including rights of any debt holders, to participate in the assets of any of their subsidiaries,
in the event that such a subsidiary is liquidated or reorganized, will be subject to the prior claims of such subsidiary's creditors, in addition, if PPL. clects to
reeeive distributions of camings from its foreign opemtions, PPL may incur U.S. income taxes, net of any availoble foreign tax credits, on such amounts,

(Al Registrants except PPL Energy Supply)
Risks Related to Domestic Repulated Utility Operations

Our domestic regulated utility businesses fice many ofthe same risks, in addition to those risks that are unique to cach of the Kentucky Regulated segment
and the Pennsylvania Regulated segment. Set forth below are risk factors common to both domestic regulated segments, followed by sections identifying
separiely the risks specific to cach of these scgments.

Our prafitability is highly dependent on vur ability to recover the costs af providing energy and utility services to our customers and carre an adequate
rettiri o our capital investments, Regulators may waot apprave the rates we reqiest and existing rates may be challenged.

The rates we charge our utility customers must be approved by onc or mare federal orstate regulatory commissions, including the FERC, KPSC, VSCC, TRA
and PUC. Although rate regulation is generally premised on the recovery of prudently incurred costs and a reasonable rate of retumn on invested capital, there
can be no assurtnce that regutatory authoritics will consider all of our costs to have been prudentty incurred or that the regulutory process by which mtes are
detemmined will always result in rates that achieve full recovery of our costs or an adequate retum on our capital investments. Federa! or state agencies,
interveners and other permitted parties may challenge our rte requests, and ultimately reduce, alter or fimit our current rates or future mtes we

seek. Although ourrates are penerally regulated based on an analysis of our costs incurred in o basc year or based on future projected costs, the mies we are
sllowed to charpe may or may not match our costs



at any given time. OQurdomestic reguinted utility businesses are subject to substantial capital expenditure requirements over the next several years, which
will likely require rate increase requests to the regulaters. 1f our costs are not adequately recovered through mtes, it could have un adverse effect on our
business, results of operations, cash flows and financial condition.

Our domestic wtility businesses are subject to significant and complex governmemal regulusion.

In addition 1o regulating the mtes we charge, various federal and state regulatory nuthorities regulate many aspects of our domestic utility opemtions,
inciuding:

s thetemms and conditions of our service and operutions;

« financial and capital structure matters;

» siting, construction and opertion of facilities;

« mandatory relinbility and safety standards under the Energy Policy Act of 2005 and other standands of conduct;
« accounting, depreciation and cost ellocation methodologies;

= 10X matters;

« offiliate transuctions;

« acquisition and disposal of utility nssets and issuanee of securitics; and

« various ather matters, including encrpy efficiency.

Such regulations or changes thereto may subject us to higher opemating costs or incrensed capital expenditures and filure to comply could result in sanctions
orpossible penaltics which may not be recovemble from customers.

Changes in rransmission and wholesale power market stractures couldd increase costs or reduce revennes,

Wholesale revenues fluctuate with regional demand, fuel prices and contracted copacity. Changes to transmission and wholesale power market structures and
prices may occur in the future, are not predictable and may result in unforeseen cffects on energy purchases and sales, transmission and related costs or
revenues. These can include commerciol or regulatory chanpes affecting power pools, exchanges or markets in which our domestic utilities participate.

(hir desestic regulated basinesses wdertake significant capital projeces and these activities are subject to unforescen cosw, defays or failures, as well uy
risk of inadeguate recovery of resulting costs.

The domestic repulated utility businesses are capital intensive and require significant investments in encrgy generation (in the case of LG&E and KU) and
transmission, distribution and other infrastructure projects, such as projects for environmental compliance and system reliability. The completion of these
projects without delays or cost overruns is subject to risks in many arcas, including:

« approval, licensing and pennitting;

« land acquisition and the availability of suitable land;

= skilled lobor or equipment shonages;

» construction problems or delays, including disputes with third-party intervenors;
« increascs in commodity prices or lubor rates;

» contracter perfomance;

o cnvironmentol considerations and regulations;

« weantherand geological issues; and

s political, labor and repulatory developments.

Failure to complete our capitsl projects on schedule oron budpet, or at atl, could adversely nffect our financial pedenmance, operations and future growth if
such expenditures are not granted mte recovery by our egulators.

We ure subject to the risk thas onr work force amd its knowledge base muay become depleted in coming years.
PPL is experiencing an increase in attrition due primarily to the number of retiring employecs, with the risk that eritical knowledge will be lost and thaot it

may be difficult to replace depanted personne! due to a declining trend in the number of available skilled workers and an increase in competition for such
workers.



Risks Specific to Kentucky Regulated Segment
(PPL, LKE, LG&LE and KU)
The casts of complinnee with, and labilities nnder, environmental lawy are significant and are subject to contivuing changes.

Extensive federal, state and local environmental laws and regulations are applicable to LG&E's and KU's gencration business, including its air emissions,
water discharges and the management of hazardous nnd solid waste, among other business-related activitics, und the costs ofcomplitnce or alleged non-
compliance cannot be predicted but conld be material. in addition, our costs may increase significantly if the requirements or scope of environmental faws,
regulations or similar rules are expanded orchanged. Costs may take the form of increased capital expenditures or operating and maintenance expenses,
monetary fines, penaltics or forfeitures, operations changes, permit limitations or other restrictions. At some of our older generating facilities it may be
uneconomic for us to install necessary pollution control equipment, which could cause us to retise those units. Market prices for energy and eapaeity also
affect this cost-cfTectivencss analysis, Many of these environmental lnw considertions are also applicable to the aperations of our key suppliers, or
customers, such as cosl producers and industrial power users, and may impact the costs of their products and demand for our serviees,

Ongoing changes in envivonmental repufations or their implemenation requivements and our related complionce stravegies entaif a number of
nncertainties.,

The environmental stundards goveming LG&E's and KU's busincsses, particularly as applicable to coul-fired generation and related activities, continue to be
subject to uncentainties due to engoing rulemakings and other regulatory developments, legisiative ectivities ond litigation, Revisions to applicable
standards, changes in compliance dendlines and invalidation olrules on appeal may require major chinges in compliance strategies, opemtions or assets and
adjustments to prior plans. Depending on the extent, frequeney and timing of such changes, the companies may be subject to inconsistent requirements
under muftiple repulatory progmms, compressed windows for decision-making and short compliance deadlines that may require agpressive schedules for
construction, permitting and otherregulatory approvals. Under such circemstances, the companies may face higher risks of unsuccessfl implementation of
environmental-related business plans, noncompliance with applicable environmental ules, delayed or incomplete rate recovery or increased costs of
implementation.

Risks Specific to Pennsylvanin Reguloted Segment
{(PPL and PPL Electric)

We plan to sefectively pursue growel of transmission and distribution copaeity, which involves ¢ number of uncertaintios and muy not aeliieve the desired
financial results.

We plan to pursue expansion of our transmission and distribution capacity over the next several years. We plan to do this through the potential constmction
oracquisition of tansmission and distribution projects and capitel investments to upgrade transmission and distribution infrastructure. These types of
projects involve numerous risks, With respect ta the construction or uequisition of transmission and distribution projects, we may be required to expend
significant sums for preliminary engincering, permitting, resource explortion, legal and other expenses before it can be established whether a project is
feasible, economically attractive or capable of being financed, Expansion in our regulated businesses is dependent on future load or service requirements
nnd subject to appliceble regulatory processes, The success of both a new or acquired project would likely be contingent, among other things, upon the
negotiation of satisfactory construction contracts, obtaining acceptable financing and maintaining acceptable credit ratings, as well as receipt of required and
appropriate govemmental approvals. If we were unable to complete constntetion or expansion of o project, we moy not be nble to recover our investment in
the project,

We face comperition for transmission profects, which could adversely affect our rate base growth

FERC Order 1000, issued in July 2011, establishes certain procedurl and substantive requirements relating to participation, cost allocation and non-
incumbent developer aspects of regional and inter-regional clectric transmission planning activities. The PPL Eleciric transmission business, operating under
a FERC-npproved PIM Open Access Transmission TarifT (OATT), is subject to competition pursuant to FERC Order 1000 from entities that are not incumbent
PJM transmission owners with respeet to the construction and ownership of transmission facilities within PIM. Increased competition can result in lower rate
base growth.



We could be subject to higher costs and/or penalties related to Pennsyfvania Conservation and Energy Efficiency Programs.

PPL Electric is subject to Act 129 which contains requirements for cnergy efficiency and conservation programs and for the use of smarnt metering technolopy,
imposes PLR clectricity supply procurement rules, provides remedies for market misconduet, and made changes to the existing AEPS. The law also requires
clectric utilitics to meet specified goals for reduction in customer electricity usage and peak demand. Utilities not meeting these Act 129 requirements arc
subiccet to significant penaltics that cannot be recovered in rates. Numerous factors outside of our control could prevent compliance with these requircments
und result in penalties to us,

Risks Related to Supply Segment
(PPL and PPL Energy Supply)

e face intense competition in the competitive power generativs murket, which muy adversely affect our ability to operute profitably and generute
positive caxty flaw,

QOur gencration business is dependent on our ability to operate successfully in a competitive environment and is not assured of any rate of retumn on capital
investments through a regulated rate structure. Competition is affected by electricity und fuel prices, new murket entrants, construction by others of
penerating sssets and transmission capacity, technological advances in power generation, the actions of environmental and other regulatory authorities and
other factors. Thesc competitive factors may negatively affect our ability to sell electricity and related products and servicees, as well as the prices that we
receive for such products and scevices, which could adversely affect our results of operations and ourability to grow curbusiness.

We sell ouravoilable enerpy and capacity into competitive wholesale morkets through contracts of varying dumtion. Competition in the wholesale power
markets occurs principally on the basis ofthe price of products and, to o lesser extent, reliability and availability, We believe that the commencement of
commercial operation ofnew electricity gencrating facilitics in the regional markets where we own or control generation eapacity and the evolution of
demand side management resources will continue to increase competition in the wholesale electricity market in those regions, which could have an advemse
effect on clectricity and capacity prices.

We also face competition in the wholesale markets for gencration eapacity and ancillary services. We primarily compete with other electricity suppliers
bascd on eurability to aggregate supplics ot competitive prices from different sources and to efficiently utilize tmnsportation from thind-party pipelines and
transmission from electric utilities, 1ISOs and RTOs. We also compete sgainst other energy marketers on the basis of relative financial condition and access 1o
credit sources, and our competitors muy have greater financial resources than we have,

Competitors in the wholesale power markets in which PPL Generation subsidiaries and PPL EnergyPlus operate include regulated utilities, industrial
companies, non-utility generators, competitive subsidiarics of repulated utilities and financial institutions.

We ure expased to operational, price and credit visks asseciuted with selling apd muarketing produces in the wholesale and retail electricity murkets,

We purchase and sell electricity in whelesale markets under market-based mtes throughout the US. end alse enter into shont-term agreements to market
availoble electricity and capacity from our generation assets with the expectation of profiting from market price fluctuations, !f'we are unable to deliver firm
cupacity and eleetdeity under these agreements, we could be required to pay damages. These domages would generally be based on the difference between
the market price 1o acquire replacement capacity or clectricity and the contract price of any undelivered capacity or clectricity. Depending on price volatility
in the wholesale clectricity markets, such dumages conld be significant. Extreme weather conditions, unplanned generation facility outages, environmentul
compliance costs, transmission disruptions and other factors could afiect our ability 1o mect our obligntions or cause significant increases in the market price
of replacement capacity and electricity.

Our wholesate power agreements typically include provisions requiring us to post collaterul for the benefit ofour counterpantics ifthe market price of enerzy
varies from the contract prices in excess of certain pre-determined amounts. We cumently belicve that we have sufficient liquidity to fulfill our potential
collateral obligations under these power contracts. However, our obligstion to post collaterl could exceed the amount of our facilitics or our ability to
incrense our ficilities



could be limited by financial markets or other factors. See Note 7 to the Financinl Statements for a discussion of credit facilities.

We also face credit sk that counterpartics with whom we contract in both the wholesale and metail markets will default in their performance, in which case we
may have to sell our clectricity into a lower-priced market or make purchases in s higher-priced market than existed at the inception of the

contract. Whenever feasible, we attempt to mitigate these risks using various means, including agreemenis that requine our counterparties to post collateral
for our benefit if the market price of energy varics from the contmct price in excess of certain pre-determined amounts. However, there can be no assurance
that we will avoid counterparty nonperformance risk, including bankniptcy, which could adversely impact our ability to meet our obligations to other
partics, which could in tum subjcct us to claims for damages.

Adverse changes in commaodity prices and related costs may decrease aur futare energy margins, which conld adversely affect our earnings and cash flows,

Our encrgy margins, or the amount by which our revenues from the sale of power exceed our costs to supply power, are impacied by changes in market prices
for clectricity, fuel, fuc! trmnspontation, emission allowances, RECs, clectricity capacity and relnated congestion charges and other costs. Unlike most
commaoditics, the limited ability 1o store electricity requires that it must be consumed at the time of production. As a result, wholesale market prices for
clectricity may fluctuate substantially over relatively short time periods and can be unpredictuble. Among the factors that influence such prices are:

o demand for electricity;

s supply of electricity available from current or new peneration resources;

s varable production costs, primarily firel (nnd associnted transporctation costs) and emission allowance cxpense for the gencration resources used to meet
the demand for clectreity;

» trunsmission capacity and service into, or out of, markets served;

e changes in the regulatory framework for wholesale power murkets;

s liquidity in the whoelesale electricity market, as well as peneral creditworthiness of key panicipants in the market; and

s weather and cconomic conditions affecting demand for or the price of electricity or the facilitics neeessary to deliver eleciricity.

Our risk management policy and progroms reluting o electricity and firel prices, interest rates und counterparty credit amd non-performance risks may not
work as planned, and we may suffer econemic losses despite such programs.

We actively manage the market risk inherent in our genemtion and enerpy marketing nctivitics, ns well as our debt and countemparty credit positions. We
have implemented procedures to monitor compliance with our risk management policy and programs, including independent validation of transaction and
market prices, verification of risk and transaction limits, portfolio stress tests, sensitivity analyses and daily portfolio reporting of various risk management
metrics. Nonctheless, our risk management programs may not work os planned. For example, actual electricity and fiel prices may be significantly different
ormore volatile than the historical trends and assumptions upon which we based our risk management calculations. Additionally, unforeseen market
disruptions could decrease market depth and liquidity, negatively impacting our ability 1o enter into new tmnsactions. We enter into financial contracts to
hedge commodity basis risk, and as a result are exposed to the risk that the correlation between delivery points could change with actual physical

delivery. Similarly, interest rates could change in significant ways that our risk menagement procedures were not designed to address. As a result, we cannot
nlways predict the impaet that our risk management decisions may have on us ifactual events result in greater Josses or costs than eur risk models predict or
greater volatility in ourcamings and financial position.

In addition, our trding, marketing and hedging activities are exposcd 10 counterparty credit risk and market liquidity risk. We have adopted a credit risk
management policy und program to evaluate counterpanty credit risk. However, if counterparties fail to perform, we may be forced to enter into aliemative
amangements ot then-current matket prices. In that event, our financial resulis could be adversely affected.

We do not always hedge against risks associated with electricity and firel prive volatility.
We attempt to mitigale risks associated with satisfying our contractual electricity sales obligations by either reserving generation capacity to deliver
clectricity or purchasing the necessary {inancial or physical products and services through competitive markets to satisfy our net firm soles contracts. We also

rautinely enter into contracts, such as fuel and clectricity purchase and sate commitments, to hedge our exposure to fue! requirements and other clectricity-
related commodities. However, based on economic and other considerations, we may decide not to hedge the entire exposure of our operations
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from commedity price risk. To the extent we do not hedge agninst commodity price risk and applicable commodity prices chrnpe in ways that would be
adverse to us, our results of operations and financial position may be adversely affected. To the extent we do hedge against commodity price nisk, those
hedpes may not ultimately prove to be effective.

The accounting for vur hedging activities may inerease the volatilicy in our quarterly and annnal finsocial resufes.

We engage in commodity-related marketing and price-risk management activitics in order to physically and financinlly hedge our exposure to market risk
with respect to electricity sales from our generation assets, fuel utilized by those assets and emission allowances.

We genemily attempt to balance our fixed-price physical and financial purchases and sales commitments in terms of contract volumes and the timing of
performance and delivery obligations through the use of financial and physical derivative contrets. These derivatives are recorded on the balance sheet at
fuir value with changes in the fair value resulting from fluctuations in the underlying commedity prices immediately recognized in camings, unless the
derivative qualifies for cash flow hedge accounting ireatment or the NPNS exception. Whether a derivative qualifies for cash flow hedge accounting
treatment depends upon it meeting specific criteria used to determine if the cash flow hedge is and will remain appropriate for the term of the

derivative. Specific criteria are also required in onder to elect the NPNS exception, which penmits qualifying hedges to be treated under the acerual
accounting method. All cconomic hedges may not necessarily qualify for cash flow hedge accounting treatment or the NPNS exception, or we may elect not
1o utilize cash flow hedge accounting or the NPNS exception. As a result, our quarerly and annual results are subject to significant fluctuations causcd by
changes in market prices.

Changes in techaology may negatively impact the value of car power plas.

A basic premise of our pencration business is that gencrating electricity a1 ceniral power plants achieves economies of scale and produces eleetricity at
relatively low prices. There are altemate technologics to supply clectricity, most notably fuct cells, micro turbines, batteries, windmills and photovoitaic
(solar) cells, the development of which has been expanded due 1o global climate change concems. Research and development activitics are ongoing to scek
improvements in alternate technologics. It is possible that advances will reduce the cost of altemative gencration to a level that is cqual to or below that of
certain central station production. Also, as new technologics are developed and become available, the quantity and pattern of electricity usage (the
"demand") by customers could decline, with o comesponding decline in revenues derived by generators. These altemative energy sources could result in a
decline to the dispatch and capacity factors of our plunts. As a result of all of these factors, the value of our genemtion facilities could be significantly
reduced.

The full-reguirements sales contracts that PPL EnergyPlus is awarded do not provide for specific levels of load and aetual load significantly below or
whove our forecasts could adversely affect var cnergy margins.

We penerally hedge our full-requirements sales contracts with our own generation or enerpy purchases from third partics, [Tthe actual load is significantly
lower than the expected toad, we may be required to resell power at a lower price than was contracted forto supply the Joad obligation, resulting in 2
financial loss. Altemnatively, a significant increase in load could adversely affect our energy margins because we are required under the termns of full-
requirements sales contracts to provide the energy necessary to fulfill increased demand at the contmct price, which couid be lower than the cost to procure
additional energy on the open market. Therefore, any significant decrease or increase in load compared with our forecasts could have a material adverse
cffect on our results of operutions and financial position.

We may experience discuptions in our fuel supply, which could adversely affect our ability tv aperuate onr generation fucifities,

We purchase fucl and other products consumed during the production of electricity (such as coal, natural gus, oil, water, uranium, lime, limestone and other
chemicals) from a number of suppliers. Delivery of these fucls to our facilities is dependent upon the continuing financial viability of contractual
counterpartics as well us the infrustructure (including rail lines, rail cars, barge facilitics, madwoys, dverways and notural gas pipelines) available to serve
cach generation facility. Asa result, we are subject to the risks of disruptions or cunailments in the production of power at our pencration facilities if fucl is
unavailable at any price orif a counterparty fuils to perform or if there is a disruption in the fuel delivery infmstructure. Disruption in the delivery of fuel,
including disruptions as a result of weather, transpoerniation difficulties, global demand and supply dynamies, labor relations, environmental regulations or the
financial viability of our fucl supplicrs, could adversely affect our ability to opemie our ficilities, which could result in lower sales and/or higher costs and
thereby adversely affect our results of operations.



Unforescen chunges in the price of coal and patural gas could cause us to incur excess coal inventories and contract termingtion costs.

Extraordinarily low natural gas prices could cause nastural gas to be the more cost-competitive fucl compared to coal for genemting electricity. Becouse we
cnterinto puaranteed supply contracts to provide for the amount of coal needed to operate our base load coal-fired penemting facilities, we may experience
periods where we hold excess amounts of coal if fucl pricing results in our reducing oridling coal-fired genemting facilities in favor of opemting available
altemative natural gas-fired generting facilities. In addition, we may incur costs to terminate supply contracts for coal in excess of our generating
requirements.

If the services provided by the transmission fucilities that deliver the wholesale power from our generation facilities are ingdeguate, our ability o sell and
deliver wholesale power may be muterially adversely affected. Furthermore, any changes in the structisee and operation of, or the vavious pricing
fimitations imposed by, the RTOs and IS0y that aperate these transuission facilities may adversely affect the profitability of aur gencration fucilitics.

We do not own or control the transmission facilities required to sell the wholesale power from our generation facilities. If the transmission service from these
fucilitics is unavailable or disrupted, or ifthe transmission copacity infrastructure is inadequate, our ability to sefl and deliver wholesale power may be
materially adversely affected. RTOs and 1SOs provide tmansmission scrvices, adminisier transparent and competitive power markets and mainszin system
relinbility. Many ofthese RTOs and ISOs operate in the real-time and day ahead markets in which we sell energy. The RTOs and [SOs that oversee most of
the wholesale power markets imposce, and in the futurc may continue 1o impose, offer cups and other mechanisms to gurnd npainst the potential exercise of
market power in these markets us well as price limitations. These types of price limitations and other regulatory mechanisms may adversely affect the
profitability of our gencration facilities that scll energy and capucity into the wholesale power markets. Problems or delays that may arise in the formation
and opemtion of maturing RTOs and similar market structures, or changes in geopraphic scope, rules or market operations of existing RTOs, may also affect
our ability to sell, the prices we receive or the cost to transmit power produced by our penemting focilities. Rules goveming the various regional power
markets may also change from time to time, which could affect eur costs or revenues. As a result, our financial condition, results of epertions and cosh flows
may be materially adversely affecied.

The FERC has issucd regulations that require wholesale eleciricity transmission services to be effered on an open-sccess, non-discriminatory basis. Although
these regulations are designed to encourge competition in wholesale market transactions for electricity, there is the potential thot fair and cqua) access to
transmission systems will not be available or that transmission capacity will not be avaoilable in the amounts we require. We cannot predict the timing of
industry changes zs a resuft of these initiatives or the adequacy of transmission fucilities in specific markcts or whether 1805 and RTOs in applicable matkets
will efficicntly operate transmission networks and provide related services.

Becanuse our generation facilities are purt of imterconnected regional grids, we face the risk of Blockout due to a disruption on o neighboring
interconnected system.

Major electric power blackouts nre possible and have oceunred, which could disrupt electrical service for extended periods oftime. 1o blackom were 1o
occur, the impact could result in interruptions to our opemtions, increased costs to replace existing contractual obligations, the possibility ofregulatory
investigations and potential opertiona! risks to our facilities, Additionally, in tesponse to the blackout, there could be changes ordevelopments in
applicable regulations or market structures that coudd have longer-tenm impact on our busincss and results of operations.

Despite federal and state deregulation initiatives, our generation businesys is still subfect to extensive regwdation, whicl may increase our costs, redice our
revenues, or preveni or deluy operation of onr fucilities.

Our genemtion subsidinries scll clectricity into the wholesale market. Generally, our genemtion subsidiaries and our marketing subsidinries are subject to
regulation by the FERC. The FERC has authorized us to sell generation from our facilities and power from our mark eting subsidiarcs at market-based

prices. The FERC retrins the authority to modify or withdraw our market-based riie authority and to impose "cost of service™ rates if it detenmines that the
market is not competitive, that we possess market power or that we arc not charging just and reasonable rtes. Any reduction by the FERC in the mtes we may
receive orany unfavorable regulation of our business by state regulators could materially adversely affect our results of operations. Sec "Regulatory Issucs -
FERC Murket-Based Rate Authority” in Note 13 to the Financial Statements for information regarding recent court decisions that could impact the FERC's
market-based mte authority program.



In addition, the acquisition, construction, ownership end operation of electricity generation fucilities require numerous pemnits, approvals, licenses and
certificates from fedeml, state and local governmental agencies, We may not be able to obtain or maintain afl required regulntory approvals, Ifthere isa
delay in obtaining any required regulatory approvals or ifwe fail to obtain or maintain any required approval or fail 10 comply with any applicable law or
regulation, the opemtion of our assets and oursales of clectricity could be prevented or delayed or become subject (o ndditionsl costs.

Our custs to comply with existing and new environmental and related worker Iicalth and safery laws are expected to continue to e signiftcant, and we plan
ta incur siguificant capital expenditures for pollution control improvements that could adversely affect our profitability and tiquidity or cause the
continued operation of certain generation fuvifities to be uncconomic.

Our business is subject to extensive federal, state and local statutes, rules and regulations relating to environmental protection and worker health and

safety. Numerous governmental authorities, such as the EPA and snnlogous state apencies, have the power to enforce compliance with these laws and
regulations and the permits issued under them, ofientimes requiring difficelt and costly response netions. These taws and regulations may impose numerous
obligations that are applicable to our opemtions, including the nequisition of permits to conduct regulated activities, the incurmence of capital or operating
cxpenditures 1o limit or prevent releascs of hazardous materials from our opemtions, the imposition of specific standards addressing worker protection, and
the imposition of substantial tiabilitics and remedia! obligations for pollution or contamination resulting from our operations. To comply with cxisting and
future environmental requirements and as a result of voluntary pollution control measures we may take, we have spent and expect to spend substantial
amounts in the future on environmental control and compliance. Failure to comply with these laws, regulations and permits may result in joint and severl,
strict Hebility for adminisimtive, civil and/or criminal penalties, the imposition of remedial obligations, and the issuance of injunctions limiting or
preventing somie or all of sur operations. Private panies may also have the right to pursuc legal actions to enforce compliance, ns well 85 to scek damages for
non-compliance, with environmental laws, regulations and permits er for personal injury or property damage.

Our opemtions also pose risks of environmental liability due to leakage, migration, relcases or spills of hozardous substances to surface or subsurface soils,
surface water or groundwater, Certain environmental laws impose strict as well as joint and several liability (that could result in an entity paying more than
its fair share) for costs required to remediate and restore sites where hazardous substances, hydrocarbons, or solid wastes have been stored orreleased. We
may be required to remediate contaminated properties currently or formerly owned or operated by us or facilitics of third parties that received waste generated
by our operations regardless of whether such contamination resulted from the conduct of others or from consequences of our own actions that were in
compliance with nll applicable laws at the time those actions were taken. In addition, claims for damages to persons or property, including nateral resources,
may result from the environmental, health and safety impacts of our operations.

The trend of more expansive and stringent environmental [egislation and regulations applied to the power gencration industry could continue, resuliing in
increased costs of doing business and conscquently affecting profitability. Many states and cnvironmental groups have challenged cenain federl laws and
regulations relating to air cmissions, water discharge and intake requirements, and management of CCRs as not being sufficiently strict. As a result, state and
federal regulations have been proposed or adepted that would impose more stringent restrictions, which could require us to significantly increase capital and
operting expenditures for ndditional environmental controls. At some of our older penemting facilities it may be uneconomic for us to install necessary
environmental controls to comply with new or proposed repulations, which could cause us to retire those units.

We may not be able to obtain or maintain all environmental regulatory approvals necessary for our planned capital projects which are nceessary to our
business. If there is a delay in obtaining any required environmental regulatory spproval orif we fail 1o obtain, maintain or comply with any such approval,
operations at our affected facilities could be halted, reduced orsubjected to additional costs.

We are subject to certain risks associared with nuclear generation, inchding the risk that our Susquehanng nuclear plant coald become subiject 1o
increased security or safety requiremenis that would increase capital and operating expenditures, uncertainties regarding spent nuclear fuel, and

uncertainties associated with decommissioning our plunt at the end of its licensed fife.

Nuclear generation aceounted for about 32% of PPL Encrgy Supply's 2014 competitive power generation output. The risks of nuclear generation genemlly
include:
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« the potential hammful effects on the environment and human licalth from the operation of nuclear facilities and the stomge, handling and disposal of
radiosctive materials;

« limiwtions on the amounts and types of insurance commerciaily avajlable to cover losses and liabilitics that might arise in connection with nuclear
operations; and

« uncertaintics with respect to the technological and financial aspects of decommissioning nuclear plants ot the end of their licensed lives. The licenses
for our two nuclear units expire in 2042 and 2044. Sce Note 19 to the Financial Statements for ndditional information on the ARQ related (o the
decommissioning.

The NRC has broad authority under federal law to impose licensing requirements, including sccurity, safety and employee-related requirements for the
opertion of nuclear gencration facilitics. In the event of noncompliance, the NRC has autherity to impose fines or shut down o unit, or both, depending
upaon its assessment of the severity of the situation, until complinnce is achieved. In addition, revised scourity or safety requirements promulgated by the
NRC, particularly in response to the 2011 incident in Fukushima, Japan, could necessitate substantial capital or opersting expenditures at our Susquehanna
nuclear plant. There nlso remains substantial uncentainty regarding the temporary storage and permanent disposal of spent nuclear fuel, which could result in
substantia! additional costs to us that cannot be predicted. In addition, although we have no reason to anticipate a serous nuclesr incident at our
Susquchanna nuclear plant, if an incident did oceur, any resulting opertional loss, damages and injurics could have a material adverse effect on our results of
operations, cash flows and financial condition. Sec Note 13 to the Financial Statements fora discussion of nuclear insurince.

We plen 1o optimize our competitive power generation operations, which invelves a number of uncertuinties und may not achieve the desired financial
residts,

We plan to optimize our competitive power generation operations. We plan to do this through the construction of new power plants or modification of
existing power plants, and the poteatinl closure of centain existing plants and acquisition of plants that may become available for sale. These types of
projects involve numerons risks. Any planned power plant modifications could result in cost overruns, reduced plant cfficiency and higher operating and
other costs. With respect to the construction of new plants or modification of existing plants, we may be required to expend significant sums for preliminary
cnpinecring, pemitting, resource explomtion, legal and other expenses before it can be established whether a project is feasible, cconomically attractive or
capuble of being financed. The success ofboth o new or acquired project would likely be contingent, among other things, upon obteining acceptable
financing and maintaining acceptable credit mtings, as well as receipt of required and appropriate governmental approvals. If we were unable to complete
construction or expansion of a project, we may not be able to recover our investment in the project. Furthermore, we might be unable to operate any new or
modified plants as efficiently as projected, which could result in higher then projecied operting and other costs and reduced camings.

Risks Relnted to AH Sepments
(All Registrants)
The aperation of our businesses is subject to cyber-buscd security and imtegrity risk,

Numerous functions affecting the efficient operation of our businesses are dependent on the secure and reliable stomge, processing and communication of
clectronic data and the use of sophisticated computer hardware and software systems. The operation of our generation plants, including the Susquehanna
nuclear plant, and ofour energy and fucl trading businesscs, as well as our transmission and distribution opemtions are alf reliant on cyber-based
technologics and, thereflore, subject to the risk that such systems could be the tarpet of disruptive actions, principally by temorists or vandals, or otherwise be
compromised by unintentional events. As a result, operations could be interrupted, property could be damaged and sensitive customer information lost or
stolen, causing us to incur significant losses of revenues, other substantial liabilities and damages, costs to replace or repair damaged equipment and damages
{0 our reputation.

Adverse cconomic conditions could adversely affect our financial condition and resufts pf operations.

Adverse cconomic conditions and the declines in wholesale encrgy prices, panially resulting from adverse cconomic conditions, have significantly impacted
our eamings. The breadth and depth of these negative economic conditions had o wide-ranging impact on the U.S. business environment, including our
businesses. In addition, adverse ceonomic conditions also reduce the demand for clectricity and natural gas and/or reduce our customers' ability to pay their
bills, This reduced demand continues to impact the key domestic wholesale encrgy markets we serve (such as PIM) and our Pennsylvania and Kentucky
utility businesses. The combination of lower demand for power and increased supply of natural gas has put downward price pressure on wholesale energy
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markets in general, funher impacting our energy marketing reselts. In general, economic and commodity market conditions will continue to impact our
unhedged future energy margins, utility profits, liquidity, enmings growth and overall financial condition.

Tucreases in electricity prices and/or a weak economy, can lead to changes in legistative and regulatory policy, including the promaortion of energy
efficiency, conservation and self-generation, which muy adversely impact our business,

Encrgy consumption is significantly impacted by overall levels of economic activity and costs of energy supplics. Economic downtums or periods of high
cnergy supply costs can lend to changes in or the development of legislative and regulatory policy designed to promote reductions in energy consumption

and increased energy efficiency and self-gencration by customers. This focus on conservation, energy efficiency and self-gencmtion may result in o decline
in clectricity demand, which could in turn adversely affect our business.

A downgrade in our credit ratings conld negatively affect onr ability to aceess capital and inerease the cost of maintaining onur credit facilities and any
nmew defr,

Credit ratings assigned by Moody's and S&P to our businesscs and their finencial obligations have a significant impact on the cost of capital incurred by our
businesses. A ratings downgmde could increase our shont-term bamowing costs and negatively affect our ability to fund liguidity needs and access new long-
term debt at acceptable interest rates. Sce "ltem 7. Combined Management's Discussion and Analysis of Financial Condition and Results of Operations -
Finznciol Condition - Liquidity nnd Capital Resources - Ratings Triggers” for additional information on the financial impact of a downgrade in our credit
ratings.

Disruption in financial markers could adversely affect our financiaf condition and results of eperations.

Our businesses are ieavily dependent on credit and access to capitel, among other things, for financing capital expenditures and providing collateral to
suppor hedging in our cnergy marketing business. Regulations under the Dodd-Frank Act in the U.S. and Basel 11l in Europe may impose costly additional
requirements on our businesses and the businesses of others with whom we contract, such as banks or other counterparties, or simply result in increased costs
to conduct our business or nccess sources of capital and liquidity upon which the conduct of our businesses is dependent.

We could be negatively affected by rising interest rates, dowagrades to our credit ratings, adverse credit market conditions or other negative developments
in pur ability o aceess capital markets,

In the ordinary course of business, we are reliant upon adequate long-term and shont-term financing to fund our significant capital expenditures, debt service
and openting needs. Asa capitnl-intensive business, we are sensitive 10 developments in interest rtes, credit rating considerations, insurance, sccurity or
collateral requirements, market liquidity and credit availability and refinencing opportunitics necessary or advisable to respond to credit market

changes. Changes in these conditions could result in increased costs and decreased availability of eredit.

Our aperating revenues could fluctuare on o seasonal basis, especially as a resnlt of extreme weather conditions.

Our businesses are subject to seasonat demand cycles. Forexample, in some markets demand for, and market prices of, clectricity peak during hot summer
months, while in other markets such peaks occurin cold winter montlis. As a result, our overall operating results may fluctuate substantially on a seasonal
basis if weather conditions such as heat waves, extreme cold, unseasonably mild weather or severe stomms occur. The pattems of these fluctuations may

change depending on the type and location of our facilitics and the terms of our contmets 1o sell electricity.

Operating expenses conld be affected by weather conditions, incluwding storms, as well as by significant man-made or accidental disturbances, inctuding
ferrorism or natural disasters.

Weather and these other fictors can significantly affect our profitability or operations by causing outages, damaging infrastucture and requiring significant
repair costs. Storm outages and damage ofien directly decrease revenues and increase expenses, duc to reduced usage and restoration costs.

Our businesses are subject o physical, market ond economic risks relating to potentinl effeers of climare change.

Climate change may produce changes in westher or other environmental conditions, including temperature or precipitation levels, and thus may impact
consumer demand for clectricity. In addition, the potential physicel effects of climate change,
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such ns increased frequency ond severity of storms, floods, and other climatic events, could disrupt our operations and cause us 1o ineur significant costs in
preparing for or responding to these effeets. These or other meteorological changes could lead to increased operating costs, capital expenses or power
purchase costs. Greenhouse gns regulation could increase the cost of electricity, particularly power penerated by fossil fuels, and such increases could have a
dcpressive cffect on regional economies. Reduced economic and consumer activity in our service arcas — both generlly and specific to certain industries
and consumers accustomed to previously lower cost power — could reduce demand for the power we penemte, market ond deliver. Also, demand forour
encepy-related services could be similarly lowered by consumers' preferences or market factors favoring energy efficiency, low-carbon power sources or
reduced clectricity usnge.

We cannot predict the outcome afthe legal proceedings and investigations currently being conducted with respect to aur curvent and past businesy
activities. Anadverse determination could have a material adverse effect on our financial condition, results of vperations or cash flows,

We arc involved in legal proceedings, claims and Eitigation and subject to ongoing stote and federal investigations arising out of our business operations, the
most significant of which are summarized in "Federl Matters™ in Note 6 and "Legal Matters," "Regulatory Issucs” and "Environmental Matters - Domestic” in
Note 13 to the Finoncinl Statements. We cannot predict the ultimate outcome of these matters, nor can we reasonably estimate the costs or liabilitics that
could potentially result ffom a negative outcome in cach case,

Significant increaxes in our operation and maintenance expenses, including health care and pension costs, could adversely affect our fiuture carnings and
liguidity.

We continually focus on limiting and redueing our operation and maintenance expenses, However, we expect to continue to face increased cost pressures in
our operations. Increased costs of materials and labor may result from general inflation, increased regulatory requirements (especially in respect of
environmental regulations), the need for higher-cost expertise in the work force or other factors. In addition, pursuant to coltective bargaining agreements, we
are contractually committed to provide specified ievels of health care and pension benefits to cenain current employees and retirces, We provide a similar
level ofbenefits to our management employees. These benefits give rise to significont expenses. Due to geneml inflation with respect to such costs, the
aging demographics of our workforce and other factors, we have experienced significant health care cost inflation in recent years, and we expect our health
cure costs, including prescription drug coverage, o continie 10 increase despite measures that we have taken and expect to take to requirc emplayces and
retirces to bear o higher portion of the costs of their health care benefits. In addition, we expect to continue to incur significant costs with respect to the
defined benefit pension plans for our employees and retirees. The measurement of our expected fiture health care end pension oblipations, costs and
liabilities is highly dependent on o variety of assumptions, most of which relate to factors beyond our control. These assumptions include investmen? retums,
intervst rates, health care cost trends, inflation rates, benefit improvements, salary increases and the demographics of plan panticipants, If our assumptions
prove to be inaccurate, our future costs and cash contribution requirements to fund these benefits could increase significantly.

Ve may be required o record impaiviment chuarges in the future for certain of onr investments, which conld udversely affect our earnings.

Under GAAP, we are required to test our recorded goodwill and indefinite-lived intangible nssets for impaimment on an nnnual basis, or more frequently if
cvents ar circumstances indicate that these nssets may be impaired. Although no impainuents were recorded based on our annual review in the founth quarter
of 2014, we are unable to predict whether future impairment charges may be necessary.

We also review our long-lived tangible and finite-lived intangible assets, including equity investments, for impeimment when events or circumstances
indicate that the cammying value of these assets may not be recoverable. Sce Notes 1 and 16 to the Financial Statements for additiona! information on
impairment charges teken and analysis performed during the reponting perods. We are unable to predict whether impainment charges, or other losses on sales
of other assets or busingsses, may occur in future years,

We aiay incur labifities in connection with discontinued aperations.

In conneetion with various divestitures, and centain other transactions, we have indemnified or guaranteed parties against centain liobilitics, These
indemnitics and guarantees relate, among ather things, to liabilitics which may arise with respect to the period during which we or our subsidiaries operated o
divested business, and to certnin ongoing contmctual relationships nnd entitlements with respect to which we or our subsidiares made commitments tn
connection with the divestiture. Sce "Guarantees and Other Assurances” in Note |3 10 the Financial Statements.
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We are subject to Hability visks reluting to our generation, transmission and discribution operations,

The conduct of our physical and commercial operations subjects us to many rsks, including risks of potential physical injury, propeny damage or other
financial liability, caused to or by employees, customers, contractors, vendors, contractual or financial counterparties and other third partics.

Our focilitics may not operate ay planued, which may increase aur expenses and decrease our revennes and have an odverse effect en our financial
performance.

Operation of power plunts, transmission and distribution facilitics, information technology systems and other assets and activities subjects us to a vardety of
risks, including the breakdown or hiluse of cquipment, accidents, sccurity breaches, viruses or outages affecting information technology systems, lnbor
disputes, obsolescence, delivery/transportation problems and disruptions of fuel supply und performance below expected levels. These events may impact
our ability to conduct our businesses efficiently and lead to increased costs, expenses or losses. Operation of our delivery systems below our expectations
may result in lost revenue and increased expense, including higher maintenance costs which may not be recoverable from customers. Planned and unplanned
outnges at our power plunts may require us 1o purchise power at then-current market prices to satisfy our commitments or, in the altemative, pay penalties and
damages for failure to satisfy them.

Although we maintain customary insumnce coverage for certain of these risks, no assurance can be given that such insurance coverage will be sufficient to
compensate us fully in the event losses occur,

We are subject ta risks associated with federal and state tax laws and regidations,

Changes in tax [aw as well as the inherent difficulty in quantifying potential tax effects of business decisions could negatively impact our results of
opemtions. We are required to make judpments in order to cstimate our oblipations to tuxing authodties. Thesc tax obligations include income, propenty,
gross receipts and franchisc, sules and use, employment-related and other taxes. We also estimate our ubility to utilize tax benefits and tox credits. Due to the
revenue needs of the jurisdictions in which our businesses operte, varous tax and fec increases may be proposed or considered. We cannot predict whether
stuch tax legislation or regulation will be introduced or enacted or the effect of any such changes on our businesses. If enacted, any changes could increase
tax expense and could huve a significant negative impact on our results of operations and cash flows,

We are required to abtain, aod to comply with, govermment permits and approvals.

We are required to obtain, and to comply with, numerous permits, approvals, licenses and certificates from federal, state and local govenmental

agencics. The process of obtaining and renewing necessaty permits can be lengthy and complex and can sometimes result in the establishment of permit
conditions that make the project er activity for which the permit was seught unprofitable or otherwise unattractive, In addition, such permits or approvals
may be subject to denial, revocation or medification under varous eircumstances, Failure to obtain or comply with the conditions of permits or approvals, or
failure to comply with any applicable laws er regulations, may result in the delay or temporary suspension of ouroperations and clectricity sales or the
curtailment of our power delivery and may subject us to penaltics and other sanctions. Although various regulators routinely renew existing leenses,
rencwal could be denied or jeopardized by various factors, including failure to provide adequate financinl assurance for closure; failure to comply with
environmental, health and safety laws and regulations or permii conditions; local community, political or other opposition; and executive, legislative or
regulatory action.

Qur cost or inability to obtain and comply with the pemmits and approvals required for our operations could have a material adverse effect on our operations
and cash flows. In addition, new environmental legislation or regulations, if enacted, or changed interpretations ofexisting laws may clicit claims that
historical mutine medification activities ot our facilities violated applicable laws and reguelntions. In nddition 10 the possible imposition of fines in such
cases, we may be required to undertake significant capital investments in pollution control technology and obtain additional eperating permits or approvels,
which could have an adverse impact on our business, results of operations, cash flows and financial condition.

War, ather armed conflicts or terrorist attacks contd have a moterial adverse effect on our business.
War, terronist attacks and unrest have coused and may continue to couse instability in the world's financinl and commercial markcets and have contributed 1o

high levels of volntility in prices for oil and gas. Instability and unrest in the Middle East, Afghanistan, Ukrinc and Trag, as well as threats of war or other
amed conflict elsewhere, may cause further disruption 10
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financial and commercinl markcts snd contribute to even higher levels of volatility in prices for oil and gas. In addition, unrest in the Middle East,
Afghanistan, Ukmine and Iraq could lead to ncts of temorism in the United States or elsewhere, and scts of temorism could be directed pgainst companies such
us ours, Armed conflicts and terrorism and their effects on us or our markets may significantly nffect our business and results of operations in the future. In
addition, we may incur increascd costs for seeurity, inciuding additional physical plant security and security personnel or odditional capability following o
terrorist incident.

PPL Corporation, PPL Encrpy Supply, LLC, PPL Eleetrie Utilities Corporation, LGRE and KU Enerpy LLC, Louisville Gas and Electric Company
und Kentucky Utilities Compuny

None.
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LK. Regulated Segment (PPL}

ITEM2, PROPERTIES

For a description of WPD's service termitory, sec "ltem 1. Business - General - Segment Information - UK. Regulated Segment.” WPD has electrie distribution
lines in public strects and highways pursiant to legistation and rights-of-way sccured from property owners. At December 31, 2014, WPD's distribution
system in the UK includes 1,624 substations with a total capacity of 68 million kVA, 56,882 circuit miles of overhead lines and 80,672 underzround cable

miles,

Rentucky Regulnted Segment (PPL, LKE, LGRE and KU}

LG&E's and KU's properties consist primarily of regulated gencration facilities, clectric transmission and distribution assets and natural gus transmission and
distribution assets in Kentucky. The capacity of generation units is based on 2 number of factors, including the operating experience and physical condition
of the units, and may be revised periodically to reflect changed circumstonces. The electric penerating capacity at Deeember 31, 2014 was:

LKE LGS&E KU
Total MW Ownership or Ownership or Ownership or
Copacity Lease Interest Lease Interest Lease Llnlerest
Frimary Fucet/Plan Sunimer in MW %o Ownership It MW %s Ownership In MW
Cual
Ghent - Units |- 4 1,932 1,932 100.00 1,932
Mill Creek - Unils 1- 4 1,472 1472 10iL00 1,472
E.W. Brown - Units 1.3 682 682 180.00 682
Canc Run - Units 4 - 6 563 363 100.00 563
Trimble County - Unit 1 () Sl 383 75.0 3B3
Trimble County - Unit 2 (a) 132 549 14.25 104 60,75 445
Green River - Unils 3-4 161 161 100.00 161
OVEC - Cliflty Creck (b) 1,164 95 5.63 66 250 an
OVEC - Kyger Creek (b) 956 78 5.63 54 2,50 24
#,171 3915 2,642 3273
Natueral Gas/Oil
E.W. Brown Unit § {c} 134 134 53.(H 7l 47,10 63
E.W. Brown Units 6 - 7 (d) 292 292 38.00 11t 62.00 181
E.W. Brown Units 8 - 11 (c) 484 484 100.(H{ 484
Trimble County Units 5 - 6 314 314 29.00 51 71.00 223
Trimble County Units 7 - 10 G628 628 37.00 233 63.00 396
Paddy's Run Units 11 - 12 35 35 100.00 35
Paddy's Run Unit 13 147 147 53.00 78 47.0H 69
Haefling - Units 1 -2 24 24 100.00 24
Zom Unit 14 4 100.00 4
Canc Run Unit 11 14 14 160.00 14
2.086 2086 646 1.440
Hydro
Ofio Falls - Units 1-8 54 54 100.00 54
Dix Dom - Units 1-3 32 32 100.00 32
B6 R6 54 32
Tl i0,345 8,087 3,342 4,745

{ny Trimble County Unit | and Trimble County Unil 2 are joinlly ewned with llinois Municipal Electric Agency and Indiono Municipal Power Agency. Ench owner is entitied to its
proportionate share of the units' total output and funds its proportionate share of capital, fuel and other operating costs. See Note 12 to the Financial Statements for additienal

informatian.

(b} This unit is owned by OVEC, LG&E and KU have a power purchase agreement that entilles LG&E and KU 10 their proportionate share of the unit's total output and LG&E and
KU fund their propartionate shate of fuel and ather operating costs. Clifty Creck is focated in Indiang ond Kyger Creek is located in Objo. See Note 13 ta the Finaneial

Statemenis {or additional information.

(c} There is an intet air cooling system attributable to these units. This inlet air cooling system {s not jointly owned; however, it is used fo inerease production on the units to which it
relates, resulting in on additional 10 MW of capacity fur LG&E and an additional 88 MW of capacity for KU,

{d) Includes n sule-leaschack interest through December 2017 on two combustion turhines. LG&E and KU provided funds to fully defease the lease including the purchase price for
the period up 1o the exercise date of an carly purchase option contained in the icase. LGEE and KU may exercise the early purchase option in 2015, The financin] statement

treatment of this transaction is the same as if LG&E and KU had retained their ownership interesis,

For a description of LG&E's and KU's service areas, see "Item 1. Business - Genenal - Segment information - Kentucky Regulated Scgment.” At December 31,
2014, LG&E's trmnsmission system included in the aggregate, 45 substations (32 of which ore shared with the distribution system) with a total eapacity of 8
million VA and 675 pole miles of lines, LG&E's distribution system included 97 substations (32 of which are shared with the transmission system) with a

total capacity of
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5 million kVA, 3,881 circuit miles of overhead lines and 2,452 underground cable miles. KU's transmission system included 138 substations (58 of which ar
shared with the distribution system) with o total capacity of 14 million kVA and 4,079 polc miles of lines. KU's distribution system included 479 subsiations
(58 of which are shared with the transmission system) with a total capacity of 7 million kVA, 14,084 circuit miles of overhead lines and 2,375 underground
cable miles.

LG&E's natural gas tmnsmiission system includes 4,338 miles of gas distribution mains and 395 miles of gas transmission mains, consisting of 255 milces of
gas trunsmission pipeline, 126 miles of gas transmission storge lines, 14 miles of gas combustion turbine lines end one mile of gas transmission pipcline in
regulator facilitics. Five underground natural ges storage fields, with a total working natural gus capacity of approximately 15 Bef, are used in providing
natural gas service to ultimate consumers. KU's service ares includes an additional 11 miles of gas transmission pipeline providing gas supply to natural gas
combustion turbine clectricity generating units.

Substantially all of LG&E's and KU's respective real and tangible personal propeny located in Kentucky and used or to be used in connection with the
generation, transmission and distibution of electricity and, in the case of LG&E, the stomge and distribution of natural gas, is subject to the lien of either the
LG&E 2010 Mortgage Indenture or the KU 2010 Mortgage Indenture. Sec Note 7 to the Financial Statements for additional information,

LG&E and KU continuously reexamine development projects based on market conditions and other factors to determine whether to proceed with the
projects, sell, cancel orexpand them or pursue other options. LG&E nnd KU plan to implement the following capucity increases and decreases at the
following plants located in Kentucky.

LG&E kLl
Tutal Net Year of
Sumimer MW Incremental
Capaclty Ownuership or Ownership or Caparity
[nerense / Lease Interest Lease Juterest Increase /
I'rimary FocliPlant {Decrease) % Ownership I MW %o Ownership In MWW Decrease
Coal
Cane Run - Units -6 - (a) (563) 100.00 {563) 2015
Green River - Units 3-4 - (b) (161} 100.00 [1L:10) a0l6
Total Capacity Decreases 24 =‘§-62 ===“6;)'
Nuturet Gas
Cane Run - Unit 7 (¢) 640 22,060 141 T8.00 494 2015
Bluegrass Unit 3 (d) 165 100.00 |65 15
Svlar
E.W. Brown (e) 10 39.00 3 eloo 6 2016

Total Capacity Increases

815

505

(n) LG&E anticipates retiring these units by the end of 2015, See Notes B and 13 to the Financinol Sutements for additional jaformmation.

{b) KU had nnticipated retiring these units by the end of 2015, however KU received a waiver from the Commonwealth of Kentucky to operate these units umil April 2016, Sce
Notes 8 and 13 10 the Financial Statements for additional information.

{c) In Moy 2012, LG&E and KU received approvai io build this unit ut the existing Cone Run site. See Noie B w the Financiol Statements for additionat infermation,

{d) On Avgust 26, 2014, LG&E cnd KU entered into a Capacity Purchase and Tolling Agreement with Bluegrass Generation Company, LLC. This apreement, which is effective May
1, 2015 tireugh April 30, 2019, is an operating lease in which LG&E and KU will purchase capacity produced up to 165 MW for 30 hours cach year.

(e) In December 2004, LG&E atd KU received approval from the RPSC o build this unit ot the existing E.W. Brown site. Se¢ Note ¥ to the Financial Statements for additionul
informatisin

Pennsylvanin Repylated Seement (PPL and PPL Electric)

Fora deseription of PPL Electric's service territory, see "ltem 1. Business - General - Segment Information - Pennsylvania Regulated Segment.* PPL Electric
had electric trunsmission and distribution lines in public strects ond highways pursuant to franchises and rights-of~way secured from property owners. At
December 31,2014, PPL Electric’s transmission system includes 43 substations with a totul capacity of23 million kVA and 3,989 pole miles in service. PPL
Electric's distribution system includes 352 substations with a total capacity of 13 million kVA, 37,211 circuit miles of overhead lines and 8,320 underground
cable miles. All of PPL Electric’s facilities are locnted in Pennsylvania. Substantially oll of PPL Elcctric’s distribution propertics and certnin transmission
properties are subject 1o the lien ofthe PPL Electric 2001 Mortgage Indenture. See Note 7 to the Financial Statements for additional information.

Sce Note 8 to the Financial Statements for information on the Regional Trinsmission Line Expansion Plan,
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Supply Segment (PPL and PPL Energy Supply}

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

The capacity of gencration units is based on o number of factors, including the opemting experience and physical conditions of the units, and may be revised
periodically to reflect chanped cireumstances. PPL Energy Supply's electric generating capacity (summer mting) at December 31, 2014 was as follows.

PPL Energy Supply's

rimary Fucl/Plant Tatal MW Capaclty "o Ownershlp Qwnership in MW Lucation
Nutural Gasiil
Martine Creek 1,700 100.00 1,700 Pennsylvania
lronwoad 660 100.80 660 Pennsylvania
Lower Mt. Bethel 533 100.00 538 Penasylvania
Combustion turbines 354 100.00 354 Pennsylvonia
3,252 3.252
Coal
Maniour 1,504 100.80 1,504 Pennsylvania
Brunnoer Island 1,411 100.00 1,411 Pennsylvonia
Colstrip Units 1 & 2 (a) 6ld 50.00 307 Montana
Concmaugh (n) 1,111 16.25 278 Pennsylvonia
Colstrip Unit 3 {a) 740 30.00 222 Montana
Keystone (a) 1,710 12.34 211 Pennsyivonio
Corette {b) 148 100,00 148 Montana
7.838 4,081
Nuclear
Susquehonno {a) 2,494 90.00 2245 pennsyivania
ilydru
Holtwood 249 100.00 249 Pennsylvanin
Wallenpoupuck 34 100.00 44 Pennsylvonin
293 293
Qualilying Fucllities
Renewables (c) 16 140,00 16 Pennsylvania
Renewables 9 100.00 9 Vaorious
z5 25
Total -t — |

a} This unit is joinlly owned. Each owner is entitied to jis proportionate share of the unit's total output and funds its proportionate share of fuel and other sperating costs. See Note
12 to the Financial Statements for additional information.

(b} Operations will be suspended at the Corette plant by April 2015 and the plant is expected to be reticed in August 2015,

(c) Includes facilitics owned, controlied or for which PPL Energy Supply has the rights to the owput.

As a condition of obtaining FERC approval ofthe spinofT transaction, certain of the above plants will be divesied. See "ltem . Business - General -
Anticipated Spinof of PPL Enetgy Supply” for additional information.

Amounts guaranteed by PPL Montourand PPL Brunner Island in connection with an $800 million sceurcd energy markcting and trading facility are sceured
by licns on the gencrating facilities owned by PPL Montourand PPL Brunner Island. Sce Note 7 to the Financial Statements for additional information,

ITEM 3. LEGAL PROCEEDINGS

See Notes 5, 6 and 13 to the Financiad Statements for information regarding legal, tax litigation, regulatory and environmental proceedings and matters.

ITEM 4, MINE SAFETY MSCILOSURES

Not applicable.
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PART 11

ITEMS. MARKET FOR THE REGISTRANT'S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

See "ltem 7. Combined Management's Discussion and Analysis of Financial Condition and Resulis of Operations - Financial Condition - Liquidity and
Capital Resources - Forecpsted Uses of Cash” for information regarding conain restrictions on the ability to pay dividends for all Registrants.

PPL Corporation

Additional information for this item is set forth in the scctions entitled "Quartery Finencial, Common Stock Price and Dividend Data,” "Item 12. Sccurity
Ownership of Certain Beneficial Owners and Management and Related Stockhelder Matters” and "Sharcowner and Investor Information” of this repon. At
Jenuary 30,2015, there were 62,423 common stock sharcowners ofrecord.

Therc were no purchases by PPL of its common stock during the fourth quarter of 201 4.

PPL Energy Supply, LLC

There is no established public trading market for PPL Energy Supply's membership interests. PPL Energy Funding, a direet wholly owned subsidiary of PPL,
owns ull of PPL Enerzy Supply's outstanding membership interests. Distributions on the membership interests will be paid ns determined by PPL Energy
Supply's Board of Managers.

PPL Energy Supply made cash distributions to PPL Encrgy Funding of $1.9 billion in 2014 and $408 million in 2013.

PPL Electric Uiilities Corporation

There is no cstablished public trading mardket for PPL Electric's common stock, as PPL owns 100% of the outstanding common shares, Dividends paid to PPL
on those common shares are determined by PPL Electric's Board of Direetors. PPL Electric paid common stock dividends to PPL of $158 million in 2014 and
$127 million in 2013,

LG&E and KU Energy LLC

There is no established public truding market for LKE's membership interests. PPL owns all of LKE's outstanding membership interests. Distributions on the
membership interests will be paid as determined by LKE's Board of Dircctors. LKE made cash distributions to PPL of $436 million in 2014 and $254 million
in2013.

Lounisville Gas and Electric Compuny

There is no cstablished public trading market for LG&E's common stock, as LKE owns 100% of the outstanding commen shares. Dividends paid to LKE on
those common shares are determined by LG&E's Boand of Directors. LG&E paid commeon stock dividends to LKE of §112 million in 2014 and $99 million
in2013.

Kentucky Utilities Company

There is no cstablished public trading market for KU's common stock, as LKE owns 100% of the outstanding common shores, Dividends paid to LKE on

those common shares are determined by KU's Borrd of Directors. KU paid common stock dividends to LKE of $ {48 million in 2014 and $124 million in
2003,
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PPL Corporation (a) (b) 2014 20103 2052 2051 (e} 2000 (c)

Income Items (in millions)

Opemting revenues $ 11,499 § 11,721 § 12,132 § I2,580 § 8370

Opemting income 3amn 1278 3,026 2,950 1826

Income from continuing operations aficr income taxes

attributable to PPL sharcowners 1,583 1,096 1486 1,399 937

Net income nttributable to PPL shiarcowners 1,737 1,130 1,526 1,495 038
Balance Sheet Items (in millions) (d)

Total nssets 48,864 46,259 43 634 42,648 32837

Shon-temm debt 1,466 701 652 578 694

Long-term debt 20,30 20,907 19476 17,993 12,663

Noncontrolling interests 18 268 268

Comimon equity 13,628 12,466 10,480 10,828 £210

Total capitalization 35485 34,074 30,626 29,667 21835
Financlal Ratios

Retum on average comman cquity - % 13.0 9.8 13.8 149 133

Ratio of camings 1o fixed charges (c) 3.1 23 29 29 26

Common Stock Data
Number of shares outstanding - Basic (in thousands)

Year-cnd 665,849 630321 581,944 578,405 48339)
Weighted-avermge 653,504 608,983 580,276 550,395 431345
Inceme from continuing operations after income taxcs

available to PPL common sharcowncrs - Basic EPS $ 241 % 1.79 3 255 § 253 % 216
Income from continuing operations after income taxes

available 10 PPL common sharowners - Diluted EPS 3 238 § 170 8 154 § 253 % 216
Net income available to PPL common sharcowners -

Basic EPS 5 204 % 185 § 261 % 21 8 217
Net income available to PPL common sharcowners -

Diluted EPS 5 261 § 176 § 260 3 270 § 217
Dividends declared per share of comimon stock ) 149 § 147 § 144 § 140 § 1.40
Book valuc per share (d) S 2047 § 19.78 § 1801 % 1872 § 1698
Market price per share (d) s 3633 § 3009 § 2863 3 1042 % 16.32
Dividend payout rtio - % (f) 57 84 55 52 65
Dividend yield - % (g} 4.1 49 5.0 48 53
Price eamings ratio {f} (g) 13.9 17.1 11.0 10.9 12.1

Sales Dats - GWh
Domestic - Electric energy supplied - retail 46,368 44,564 42,379 40,147 14,595
Domestic - Electric energy supplied - wholesale (h) 57,355 61,124 54,958 63,701 74,105
Domestic - Electric cnergy delivered - retail 68,569 67,848 66,931 67,806 42,463
U.K - Eleciric epergy delivered 75,813 78,219 77467 58,245 26,820

tat  The cornings cach year were offecied by several items that management considers special. See "Results of Operations - Segment Results” in "ltem 7. Combined Maenagement's
Discussion and Analysis of Financial Condition and Resuls of Operations” for o deseription of special items in 2014, 2013 and 2012, The earnings were alsa nffected by the
sales of various busincsses. See Note 8 o the Finoncial Statements for o discussion of discontinued operations in 2014, 2013 and 2012.

{b)  Sec™ftem 1A. Risk Factors" ond Notes 1, 6 and 13 10 the Finoncial Statements for a discussion of uncertaintics that could afTect PPL's future financiul condition.

(c) 2011 includes eight months of WPD Midlands octivity folowing the April £, 2011 pequisition, as PPL consolidates WPD on o one-month log. 2010 includes two months of LKE
activity following the November 1, 2010 ocquisition.

(d)  As ol each respective year-end,

{c} Computcd using earnings and fixed charges of PPL and its subsidiaries. Fixed churges consist of interest on short- ond long-term debi, amortization of debt discount, expense
ond premium - net, ether interest charpges, the estimoted interest component of operating rentals and preferred securities distributions of subsidinries. See Exhibit E2(u) for
additienal information,

(N Based on diluted EPS.

{g) Based on yeor-end market prices.

{h) GWh are included until the ransaction closing for facilitics thot were sold.
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ITEM 6, SELECTED FINANCIAL AND OPERATING DATA

PPL Encergy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky
Utilities Compatny

Item 6 is omitted os PPL Energy Supply, PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructiens (I)(1)(a) and (b) of Form 10-K.
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Hem 7. Comb

(Al Registranis}

This cambined "ltem 7. Management's Discussion and Analysis of Financial Condition and Results of Operations” is scpanately filed by PPL Corporation and
cach of its Subsidiary Registrants. Informution contained herein reinting to any individual Registrant is filed by such Registrant solely on its own bchalf, and
no Registmnt makes any representation as to information relating to any other Registrant. The specific Registrant to which disclosures are applicable is
identificd in parenthetical headings in italics above the applicable disclosure or within the applicable disclosure for each Registrant's related activities and
disclostres. Within combined disclosures, amounts ore disclosed forany Registmnt when significant.

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

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

e "Overview" provides a description of each Registrant's business strategy, a description of key factors expected to impact future camings and a discussion
of imponant financial and opertional developments,

e "Results of Operations” for PPL provides a detailed anelysis of eamings by segment, and for the Subsidiary Registrants, includes a summary of
camings. Forall Registrants, "Margins” provides explanations of non-GAAP financial measures and "Statement of Income Analysis" addresses
significant changes in principal line items on the Statements of Income, comparing 2014 with 2013 and 2013 with 2012,

« "Financial Condition - Liquidity and Capita! Resources” provides an analysis of the Registrants' liquidity positions and credit profiles. This section also
includes a discussion of forccasted sources and uses of cash and rmting ngency nctions,

e "Finuncial Condition - Risk Mansgement® provides an explanation of the Registrants' risk management progroms reluting to market and credit rsk.

« "Application of Critical Accounting Policies" provides an overview of the accounting policies that arc panicularly imponant to the results of operations
and financial condition of the Registrants and that require their management to make significant estimates, assumptions and other judgments of’
inlierently uncertain matters,

[ et |y
Fora description of the Registrants and their businesscs, see “Item 1. Business.”
Business Strategy

{All Registrants except PPL Encrgy Supply)

The strategy for the regulated businesses of WPD, PPL Electric, LKE, LG&E and KU is to provide efficient, relinble and safe operations and strong customer
service, maintain constructive regulatory relationships and achieve timely recovery of costs, These regulated businesses also focus on providing
competitively priced caergy to customers and achieving stable, long-term growth in cemings and rate basc, or RAV, as applicable. Both rute base and RAV
are expeeied to grow for the foreseeable future os a result of significant capital expenditure programs to maintain existing assets and 1o improve system
reliability and, for LKE, LG&E and KU, to comply with federl nnd state environmental regulations related to coal-fired clectricity gencration

facilitics. Future RAV for WPD will also be affected by RIIO-EDH , effective April 1, 2015, os the recovery period for assets placed in service afier that date
will be extended from 20 o 45 years, with o transitional amangement that will gmdually change the life over the price control period that will result in an
uverage life of 35 years for RAV sdditions during R{IIO-EDL. The RAV balance at March 31,2015 will continue to be recovered over 20 years, In addition,
incentive targets have been adjusted in RINO-EDI, resuliing in lower overall incentive revenues available to be camed. Sec "Financial
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and Operational Developments - Other Financial and Opemtional Developments - RIIO-EDI - Fast Tracking" below for additional informatien.

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

For the UK. regulaied businesses, during the mic review period applicable for the cight year period beginning Apnl 1, 2015, 80% of network related
expenditures are added to the RAV and, topethier with adjustments for inflation and a retum on the RAV, recovered through allowed revenue over 35 years
(45 years for additions after Apdl 1, 2023); RAV is intended to represent expenditures that have a long-tenm benefit to WPD (similar to eapital projects for the
U.S. repulated businesses) with other expenditures being recovered in the current year. The RAV balance at March 31, 2015 will continue to be recovered
over 20) years.

(PPL)

Eamings generated by PPL's UK. subsidiaries are subject 1o foreign cumrency translation risk. The UK. subsidiaries also have currency exposure to the US.
dollnrto the extent they have U.S. dollar denominated debt. To manage these risks, PPL generally uscs contracts such as forwards, options and cross currency
swaps that contain characteristics of both interest rate and foreign cumrency exchange contracts.

(PPL and PPL Energy Supply)

in June 2014, PPL and PPL Encrey Supply executed definitive agreements with affilinles of Riverstone to combine their competitive power generation
businesses into a new, stand-alone, publicly traded company named Talen Energy. Under the terms of the ngreements, ot closing, PPL will spin offto PPL
sharcowners a newly formed entity, Talen Encrgy Holdings, Inc. (Holdeo), which at such time will own ull of the membership interests of PPL Energy Supply
and all of the common stock of Talen Energy. Immediately following the spinoff, Holdeo will merge with ¢ special purpose subsidiary of Talen Energy, with
Holdco continuing os the surviving company to the merger and os a wholly owned subsidiary of Talen Encrgy and the sole owner of PPL Energy

Supply. Substantially contemporancous with the spinoff and merger, RJS Power will be contributed by its owners to become a subsidiary of Talen

Enerpy. Following completion of these transactions, PPL sharcowners will own 65% of Talen Encrgy and affiliates of Riverstone will own 35%. PPL will
have no continuing ownership interest in, control of, oraffiliation with Talen Energy.

See "liem 1, Business,"” "Item 1 A. Risk Factors” and "Finaneial and Operational Developments - Other Finaneial and Operational Developments - Anticipated
Spinofl of PPL Encrgy Supply” below for additional information,

The sirategy for PPL Encrgy Supply is to optimize the value from its competitive gencration asset and marketing portfolios while mitigating near-term
volatility in both cash flows and camings. PPL Energy Supply endeavors te do this by matching caergy supply with load, or customer demand, under
contracts of varying durations with creditworthy countempantics to capture profits while effectively managing exposure to energy and fuel price volatility,
countempanty credit risk and operational risk. PPL Energy Supply is focused on maintaining profitability and positive eash fow during this cument period of
low encrgy and capacity prices,

{All Registrants)

To manage financing costs and aceess to credit markets, and to fund capital expenditures, o key objective of the Registrants is to maintain targeted credit
profiles and liquidity positions. In nddition, the Registrants have financial and operationat risk management progroms that, among other things, are designed
to monitor and manage exposure 1o camings and cash flow volatility related 1o, as applicable, changes in enerpy and fuc! prices, interest raics, counterparty
credit quality and the operuting performance of generating units. To manage these risks, PPL penerally uses contracts such as forwards, options, swaps and
insumnce contracs.
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Finuncial and Operational Developments

Eamings (PPL}

PPL's camings by reportable segment were as follows:

5 Change
2014 13 012 2004 vs. 20M13 2013 vs, 2012

U.K. Regulated 5 DRI § g2 1§ B03 $ 60§ 114
Kentucky Regulated 32 07 177 5 130
Pennsylvania Regulated 263 209 132 54 I
Supply (a) 7 (272} 414 579 (686}
Corporate and Other (k) (127 (36) (91) (36)
Net Income Attributable to PPL Shurcowners 3 1,737 § 1,130 5 1.526 3§ 607 § (396)
EPS - hasic 5 264 § 185 § 261 § 0.79 § {.76)
EPS - diluted (c) 5 261§ 176 § 260 § DR5 § (0.84)
(o} In November 2014, PPL Montana completed the sale of 633MW of hydroclectric penerating facilities 1o NorthWestern. PPL recognized a pre-tax gain of $237 million {8137

(b)

(<}

million after-tax) as a result of the transaction. 2013 includes o charge of $697 million (8413 million after-tax } fur the termination of the operating ease of the Colstrip coal-fired
electeicity generating fucility ond an impairment chatge of $65 mitlion {$39 million ofter-tax) for the Coretic coal-fired plant ond related emission allowances. See Notes 8 and 16
to the Financial Statements Tur additionn] information.

Primarily represents financing and certain other costs incurred of the corporate level that have not been allvcated or assigned 1o the segments, which are presented 1o reconcile
segment information (o PPL's consolidated resulls. 2014 includes most of the costs rebated to the anticipated spinofT of PPL Energy Supply. See the following tuble of special
items for additivna] information. For 2012, there were no significant smounts in this category.

See “201 ) Equity Units” below and Note 4 to the Financinl Statements for information on the Equity Units” impuct on the colculation of 2004 and 2013 diluted EPS.

The following after-tox gains (losses), in total, which management considers special items, impacted PPL's results.

2014 2013 2112
U.K, Repulaled 5 75 % 67 § 107
Kentucky Regulated 3 {16)
Pennsylvania Regulated (2)
Supply 110 (531) 18
Corpornte and Other {a) (75)
Total PPL 5 108 § (461) 3 109

{a)

2014 includes §46 million of deferred income tox expense w adjust valuation allowances on deferred tax assets for state net operating loss carryforwards, $17 million of external
iransition und transaction costs and $12 million of PPL Scrvices’ separation benefits related to the enticipated spinoff of PPL Energy Supply. See Note & to the Financial
Statements for sdditional information.

Sce "Results of Operations™ below for further discussion of PPL's results of operations and details of special items by reportable segments and analysis of the
consolidated results of operations.,

20135 Outlook

(PPL)

Higher camings are cxpected in 2015 compared with 2014, after adjusting for special items, certain dissynergies reflected in the Comporate and Other
category previcusly recorded in the Supply segment, and camings from the Supply segment. The factors underlying these projections by segment and
Subsidiary Registrant are discussed below (on an after-tax basis).

(PPL's UK. Regnlated Segment)

Higher eamings are projected in 2015 compared with 2014, primarily driven by lower income taxes and o more fuvorable foreipn currency exchanpe rate,
partially offset by lower utility revenue,

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

Higher camings arc projected in 2015 compared with 2014, primarily deven by anticipated electric and gas base mte inereeses and retumns on additional
environmental capital investments, pantially offset by higher operation und mainienance expense, higher depreciation and higher financing costs.
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(PPL's Pennsyivania Repulated Segment and PPL Electric)

Lower camings are projected in 2015 compaored with 2014, primarily drven by higher operation nnd mainienance expense, higher depreciation and higher
financing costs, partially offsct by higher transmission margins and retums on distribution improvement capitnl investments.

(PPL's Supply Segment and PPL Energy Supply)

In anticipation of the spinoff of PPL Energy Supply, no forward looking information, including an camings forecnsy, is being provided for PPL's Supply
segment and PPL Energy Supply for 2015,

(PPL's Corporate and Other Category)

Lower costs are projected in 2015 compared with 2014, primarity driven by the reduction of dissynergics related to the Supply business spinoff through
comarate restructuring cfforts and lower income taxes.

(Al Registranis)

Ezmings in future periods are subject to various risks end uncenzintics. Sce "Forward-Looking Information,” "item 1. Business,” "lem | A. Risk Faclors,” the
rest ofthis Item 7, and Notes 1, 6 and 13 to the Financial Statements {as opplicable) foro discussion of the risks, uncenaintics and factors that may impact
future eamnings.

Other Financinl and Operational Developments

Economic and Market Conditions

(Al Registranes except PPL Efectric)

The businesses of PPL Encrgy Supply, LKE, LG&E and KU are subject to extensive federl, state and local environmental laws, rules and reguiations,
including those pertaining to coal combustion residunls, GHG, efMuent limitation goidelines and MATS. See "Financial Condition - Envirmnmental Matters
below for ndditional information on these requirements. These ond other stringent environmental requirements, combined with low energy margins for

competitive genemtion, have led several energy companies, including PPL, PPL Energy Supply, LKE, LG&E and KU, to announce plans to either
temporarily or permanently close or place in long-term reserve status, and/or impair certain of their coal-fired generating plants,

(PPL and PPL Energy Supply}

As a result of current economic and market conditions, the announced transaction with affiliates of Riverstone to form Talen Enerpy, PPL Encrgy Supply's
current sub-invesiment grade credit mting und Talen Energy's expected sub-investment grade credit rating, PPL Encrgy Supply continucs to monitor its
business and operational plans, including capital and opemtion and maintenance expenditures, its hedging strategies and potential plunt modifications te
bum [owercost fuels. Sce "Margins - Changes in Non-GAAP Financial Mceasures - Unregulated Gross Energy Marmpins” below for additional informasion on
energy marging. 2014 energy margins were lower compared 10 2013 due to o higher average hedge price in 2013, partially offset by higher pricing on
unhedged genertion.

(PPL, LKNE, LG&E and KU}

As a result of the environmental requirements discussed above, LKE projects 32.2 billion (51.1 billion cach at LG&E and KU) in capital investment over the
next five years and anticipates retining five coal-fired units (three st LG&E in 2015 and two at KU in 201 6) with 8 combined summer eapucity rating of 724
MW (563 MW at LG&E and 161 MW at KU). KU retired a 71 MW coal-fired unit at the Tyrone plant in February 2013 and a 12 MW gas-fired unit at the
Haefling plant in December 2013, The retirement of these units is not expected to have a materisl impact on the financial condition orresults of operations
of PPL, LKE, LG&E and KU. See Note 8 to the Financial Statements for additional information reparding the anticipated retirememt of these units as well as
the construction of o NGCC in Kentucky expected 10 be opemtional in May 2015 and o 10 MW solar facility expected to be operational in 201 6.

The KPSC has adopted a series of regulatory mechanisms (ECR, DSM, GLT, fuel adjustment clause, gas supply clause and recovery on certain construction
work-in-progress) that provide fortimely recovery of prudently incurred costs (including
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costs nssocisted with environmental requirements). The Kentucky utility businesses are impacted by changes in customer usage [evels, which can be driven
by a number of factors including weather conditions and cconomic factors that impact the load utilized by customers.

(Al Registrants)

The Repistrants cannot predict the impact that future cconomic and market conditions and regulatory requirements muy have on their financial condition or
tesults of operations.

Labor Union Agreements
(PPL, PPL Energy Supply and PPL Electric)
PPL, PPL Encrpy Supply and PPL Eleetric finalized a new three-year labor agreement with IBEW local 1600 in May 2014 and the sgreement was ratified in

carly June 2014, As part of cffonts to reduce operitions and maintenonce expenses, the new agreement offered a one-time voluntary retirement window to
certain bargaining unit employees, As o result, for the year ended December 31, 2014, the following total separation bencfits have been recorded.

PI*L Encrpy
I'rt. Supply PrL Elcetric
Pension Benefits s -1 1" s i
Severance Compensation i 6 1
Total Seporation Benefits b 20 5 17 § 3
Number of Employees 123 105 17

The separation benefits arc inciuded in "Other operation and maintenonce" on the Statement of Income. The liobility for pension benefits is included in
"Accrued pension obligations™ on the Balance Sheet at December 31,2014, All of the severance compensution was paid in 2014, The remaining terms of the
rew labor agreement are not expected to have a significant impact on the financisl results of PPL, PPL Encrgy Supply or PPL Electric.

Anticipated Spinaff of PPL Energy Supply
(PPL, PPL Energy Supply and PPL Electric)
Following the announcement of the transaction to form Talen Energy as discussed in "ltem 1. Business - General - Anticipated Spinoff of PPL Energy

Supply”, cflonts were initiated to identify the appropriate staffing for Talen Energy and for PPL and its subsidiaries following completion of the
spinofl Organizational plans and stafling selections were substantially completed in 2014,

The new arganizational plans identify the need to resize and restructure the organizations. As a result, during 2014, charges for employee sepamtion benefits
were recorded in "Other operation and maintenance” on the Statement of Income and in "Other cument liabilitics” on the Balance Sheet as follows.

L Energy PIrL
PI'L Supply Electric

Separation benefits s 36 S 16 § 1
Number of positions 306 112 14

The separation benefits incurred include cosh severance compensation, lump sum COBRA meimbursement pgyments and outplacement services. Most
separations and payment of sepamtion benefits are expected to occurin 2015.

Additional employce-related costs to be incumed primarily include accelerated stock-based compensation and pro-rated performance-based cash incentive
and stock-based compensation awards primarily for PPL Energy Supply employces and for PPL cmployees who will become PPL Enerpy Supply employees
in connection with the transoction. These costs will primarily be recognized at the spinofTclosing date. PPL and PPL Energy Supply cstimatc these
additional costs will be in the range o' 330 million to $40 million.
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(PPL}

As a result ol the spinofTannouncement, PPL recorded 550 million of deferred income tax expense in 2014 to adjust vaiuation allowances on defemred tax
assets primarily for state net operating loss catry forwards that were previously supporied by the future camings of PPL Encrpy Supply.

In addition, PPL recorded 527 million of third-panty costs in 2014 related to this transaction. Of these costs, $19 million were primarily for investment bank
advisory, legal and accounting fees to facilitate the transaction, and are recorded in "Other Income (Expense) - net” on the Statement of Income. An
additionnl $8 million of consulting and other costs were incuned o ready the new Talen Energy organization and reconfigure the remaining PPL serviee
functions. These costs are recorded in "Other operation and maintenance” on the Statement of Income, PPL currently estimates o range of total third-party
costs that will uitimately be incurred of between $60 million and $70 million.

The assets und liabilitics of PPL Energy Supply will cantinue to be classified as "held and used” on PPL's Balanee Sheet until the closing of the
transaction. In conducting its annual goodwill impairment assessment in the fourth quarter of 2014 for its Supply scgment reponting unit, PPL determined
that the cstimated fair value of PPL Encrgy Supply excecded its comying valuc ond no impaiment was recognized, However, an impairment loss could be
recognized by PPL at the spinoff date if the aggregate camying amount of PPL Encrgy Supply's assets and liabilitics exceeds its appregate fair value at that
date. PPL cannot predict whethier an impoairment Joss will be recorded at the spinoff'date.

(PFPL Energy Supply)

In nccordance with business combination accounting guidance, PPL Energy Supply will treat the combination with RJS Power as an acquisition and PPL
Encrgy Supply will be considered the acquirer of RIS Power.

Montana Hvdre Sale (PPL and PPL Eneryry Supply)

In November 2014, PPL Montana complieted the sale to NorthWestern of 633 MW of hydroclectric generating facilitics located in Montana for
approximately $900 million in cash. Asa result of the sale, PPL and PPL Energy Supply recorded gains of$237 million (5137 million afier-tax) and $306
million (5206 million after-tax), included in "Income (Loss) from Discontinued Operations (net of income taxces)” on the 2014 Statement of Income. Sce Note
f 1o the Financinl Statements for additional informution including the components of Discontinued Opertions.

(PPL)
Ofgem Review of Line Loss Calculation

In March 2014, Ofgem issucd its final decision on the DPCR4 linc loss incentives and penaities mechanism. As o result, during the first quanter of 2014, WPD
increased its existing linbility by $65 million for over-recovery of linc losses with o reduction to "Utility"” revenues on the Statement of Income, In June
2014, WPD applied for judicial review of certain of Ofgem’s decisions refated to closing out the DPCR4 line loss mechanism but was denied permission to
apply for judicial review and WPD now considers the matter closed. The recorded fiability ot December 31, 2014 was 399 million. The total recorded
liabitity will be refunded to customers from April 1, 2015 through March 31,2019, Sce Note 6 to the Financial Statements for additional information.

RIQ-EDI - Fast Tracking

In February 2014, WPD clected to accept the decision of Ofgem to set the real cost of equity to be used during the RIIO-EDI period at 6.4% compared to
6.7% proposed by WPD, and remain in the fast-track process. The change in the cost of equity is not expected to have a significant impact on PPL'Y results of
operations. Also, in February 2014, Ofgem published lormal confimation that WPD's Business Plans submitted by its four DNOs were nceepted os submitted,
or"ast-tracked,” for the eight-year price control period starting April 1, 2015, Fast tracking nffords several benefits to the WPD DNOs including the ability to
cotlect additional revenue equivalent to 2.5% of total annual expenditures during the cight-year price control period, or approximately $43 million annually,
greater revenue certainty and a higher level of cost savings retention. The period to challenge the fast tracking expired in Junc 2014 and no third pantics
have filed objections. Sce "Item |. Busincss - Segment Information - UK. Regulated Segment” for additional information on RIIO-ED].
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Distribution Revenne Reduction

In December 2013, WPD and other U.K. DNOs announced sgreements with the UK. Department of Energy and Climate Change and Ofgem to a reduction of
£5 perresidential customer of electricity distribution revenues that otherwise would have been collected in the regulatory year beginning Aprit 1,2014. Full
recovery of the revenue reduction, together with the associated carmying cost, was expected to occur during the regulatory year beginning April 1,2015 for
three of the WPD DNOs, and over the cight year RIIO-EDI regulatory period for the fourth DNO, However, in July 2014, Ofgem decided that full recovery
will occur forall WPD DNOs in the regulatory year beginning April [, 2016, Eamings for the UK Regulated segment were adversely affected by $3 [ million
in2014. PPL projects camings in 2015 will be adversely affected by $15 million and camings for 2016 will be positively affected by $32 million with the
remainder to be recovered in fater periods.

2011 Equity Units

In Murch 2014, PPL Capital Funding remarkcted $978 million of 4.32% Junior Subordinated Notes due 2019 that were originally issued in Aprl 2011 asa
component of PPL's 2011 Equity Units. In connection with the remarketing, PPL Capital Funding retired $228 million ofthe 4.32% Junior Subordinated
Notes due 2019 and issued $350 million of 2.189% Junior Subordinated Notes due 2017 and $400 million of 3.184% Junior Subordinated Notes due

2019. Simuhancously the newly issued Junior Subonlinated Notes were exchanged for 5350 million of 3.95% Senior Notes duc 2024 and $400 million of
5.00% Scnior Notes due 2044, In May 2014, PPL issued 31.7 million shares of common stock at $30.86 per share to settle the 2011 Purchase Contracts. PPL
received net cash proceeds of $978 million, which were used to repay shoni-term debt and for general corporate purpaoses.

Kerr Dam Project Arbitration Decision and Impairment (PPL Energy Suppiy)

PPL Montana previously held a joint operating license issued for the Kerr Dam Project, which was sold to NorthWestem as part of the Montana hydro salein
November 2014, Between 2015 and 20235, the Confederated Salish and Kootenai Tribes of the Flathead Nation {the Tribes) have the option to purchase, hold
and operate the Kerr Dam Project. In March 2014, an arbitration panel issucd its final decision holding that the conveyance price payable by the Tribes for
the Kerr Dam Project is $18 million, As o result of the decision and the Tribes having given notice of their intent to exercise the option, in the first quancrof
2014 PPL Energy Supply recorded an impaimment charge of $18 million (310 million afier-tax) to reduce the camrying amount to its fuir value. See Note 16 to
the Financial Statements for additional information on the impairment. Additionally, as a result of a puarantee included in the sale agreement with
NonhWestern, if the Tribes exercise theiroption and purchase the Kerr Dam Project for $18 million s expected, PPL Montana must pay NorthWestem $12
miltion, which is reeorded us o liability on the Balanee Shect at December 31,2014,

Susquehanna Turbine Blade Inspection (PPL and PPL Energy Supply)

PPL Susquchanna continues to make modifications to address the causes of turbine blade cracking at the PPL Susquehanna nuclear plant first identified in
2011. Unit 1 completed its planned refucling and turbine inspection outage in June 2014 and installed newly designed shorter last stage blades on one of the
low pressure turbines. This change allowed Unit | to run with reduced blade vibration and no cracking during 2014, In the first, second and third quaners of
2014, Unit 2 was shut down for blade inspection and replacement, as well s additional maintenance. The financial impact of the Unit 2 putages was not
material, Based on the positive experienee on Unit 1, the same shon blade moedification will be installed on two of the three turbines on Unit 2 during the
scheduled refueling outage in spring 2015. PPL Susquchanna continucs to monitor blade performance and work with the turbine manufacturer to identify
and resolve the issues causing blade cricking.

Regional Transmission Expaunsion Plan (PPL and PPL Electric)

In July 2014, PPL Electric announced that it had submitted o proposal to PJM to build n new regional transmission line. As currently proposed, PPL Electric
is pursuing approval of this project from Pennsylvania, New Jersey, New York and Maryland. The proposed line would min from westem Pennsylvania into
New York and New Jersey and also south into Marylund, covering approximately 725 miles. The proposed line would enhance the ability to move power
inter-regionally and intm-regionally improving reiiability and cost effectiveness. As proposcd, the projeet wounld begin in 2017 and the line would bein
opcration between 2023 and 2025. The project is estimated 1o cost $4 billion to 86 billion and requires numenous approvals from FERC, PIM and New York
Independent System Operator. There can be no assurance, however, that the project will be approved as proposed. Additionztly, PPL Electric is continuing
to study the projeet and may modify it in the future.
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Storm Damage Expense Rider (SDER) (PPL Electric)

In its December 28, 2012 final rate case order, the PUC directed PPL Electric to file a proposed SDER. In March 2013, PPL Electric filed its proposed SDER
with the PUC and, as pant of that filing, requested recovery of the 2012 qualifying storm costs related to Hurricane Sandy. 1n April 2014, the PUC issucd a
final order approving the SDER with o January 1, 2015 cffcetive date and initinlly including actual storm costs compared to collections from December 2013
through November 2014, As a result of the order, PPL Electric reduced its 2013 repulatory liability by $12 million related to collections in excess of costs
incumed from Junuary 1,2013 to November 30, 2013 thot are not required to be refunded to customers. Also, as part of the order, PPL Electric was authorized
to recover Hurricane Sandy storm damage costs through the SDER over a threc-ycar period beginning 3anuary 2015, On Junc 20, 2014, the Officc of
Consumer Advocate (OCA) filed a petition for review of the April 2014 order with the Commonwenlth Court of Pennsylvania, On December 3, 2014, the
OCA filed o complaint against PPL Electric's initin]l SDER filing. In January 2015, the PUC issued a final order closing the investigation and modifying the
effective date of the SDER to February 1,2015. Sce "Pennsylvania Activities - Stonm Damage Expense Rider” in Note 6 to the Financial Statements for
additional information.

FERC Whalesale Formula Rates (LKE and KU)

In Scptember 2013, KU filed an opplication witl: the FERC to adjust the formule rate under which KU provides wholesnle requirements power sales to 12
municipal customers. Among other changes, the application requests an amended formula whereby KU would charge cost-based mtes with a subsequent te-
up to actual costs, replacing the cument formula which docs not include a true-up. KU's epplication proposed an authorized retum on equity off

10.7%. Certain clements, including the new formula rate, became effective April 23, 2014, subject to refond. In April 2014, nine municipalities submitted
natices of termination, under the orginal notice period provisions, to cease taking power under the wholesale requirements contracts. Such terminations are
to be effective in 2019, except in the case of one muenicipality with 0 2017 effective dote. In addition, a tenth municipality has a previously settled
termination date of 2016. In July 2014, KU apreed on settlement tenms with the two municipal customers that did not provide termination notices and filed
the settlement proposal with the FERC for its approvel. In Aupust 2014, the FERC issued an order on the interim settlement ogreement allowing the
proposed rates to become effective pending a final order. [T approved, the setticment agreement will resolve the rate case with respect to these two
municipalitics, including an authorized retumn on equity of 1% or the return on equity awarded to othier parties in this case, whichever is lower. Also in July
2014, KU madc a contractually required filing with the FERC that addressed certain rate recovery matters affecting the nine terminating municipalitics
during the remaining temm of their contraets. KU and the terminating municipaolitics continue settlement discussions in this proceeding. KU cannot cumently
predict the outcome of its FERC npplications regarding its wholesale power agreements with the municipalities.

Rate Case Proceedings (LKE, LGRE and KU}

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates of approximately $30 million ot LG&E and
approximately 3153 million st KU and an increase in annual base gas mates of approximately $14 million 01t LG&E. The proposed base mte increases would
result in clectricity rate increases of 2.7% at LG&E and 9.6% at KU ond a gos mte increase of 4.2% at LGRE and would become cifective in July 2015.
LG&E's and KU's applications each inelude a request for authorized retums-on-cquity of 10.50%. The applications are based on a forccasted 1est yeas of July
I, 2015 through June 30, 2016. A number of panties have been granted intervention requests in the proceedings. A hearing on the applications is scheduled
to commenee on April 21, 2015, LG&E and KU cannot predict the outcome of these proceedings.

Results of Operations
{(PPL)
The discussion for PPL provides a review of resulis by reportable segment. The "Margins" discussion provides explanations of non-GAAP financial measures
(Kentucky Gross Margins, Pennsylvanin Gross Delivery Margins and Unregulated Gross Encrgy Margins) and a reconciliation of non-GAAP financial

measures to "Operating Income.” The "Statement of Income Analysis” discussion addresses significant changes in pancipal line items on PPL's Statements of
Income, comparing year-to-year changes. "Segment Ezmings, Margins and Statement of Income Analysis” is preseated separtely for PPL,
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Tables analyzing changes in amounts between periods within "Segment Eamings” and "Statement of Income Analysis” are presented on a constant UK.
foreign currency exchange rte basis, where applicable, in order to isolate the impact of the change in the exchange rate on the item being explained. Results
computed on o constant UK. foreign cumency exchange rate basis are caleulated by translating current year results at the prior year weighted-averge UK
forcign curmency exchange mtc.

(Subsidiary Registrants)
The discussion fer each of PPL Encrgy Supply, PPL Electric, LKE, LG&E and KU! providcs o summary of camings. The "Margins” discussion includes a
reconeiliation of non-GAAP financial meosures to "Operting Income” and "Statement of Income Analysis™ nddresses significant chaniges in principal line
items on the Statements of Income comparing year-to-year changes. "Eamings, Margins and Statement of Income Analysis” arc presented separately for PPL
Energy Supply, PPL Electric, LKE, LG&E and KU.
PPL Segment Earnings, Margins and Statenient of Incomse Analysis

Segment Earnings

1K iated Se t
The UK. Regulated scgment consists of PPL Global which primarily includes WPD's regulated clectricity distribution opertions, the results of hedging the
translation of WPD's camings from British pound sterling into U.S. dollars, and centain costs, such as U.S. ineome taxes, administrative costs, and allocated
financing costs. The UK Regulated segment represents 57% of Net Income Attributable to PPL Sharcowners for 2014 and 33% of PPL's assets at December

31,2014,

Net Income Attributuble to PPL Sharcowners includes the following results:

§ Chanpe
2014 013 ni2 2014 vs, 2013 2013 vs. 2012

Utility revenues H 2573 § 2,359 § 2,289 214 70
Energy-related businesses 48 44 47 4 (3}

Total operating revenues 1,621 2,403 2336 24 67
Other operation and maintenance 451 470 451 (y 19
Depreciation 337 300 279 37 21
Taxes, other than income 157 147 147 10
Energy-related businesses 31 29 34 2 {5)

Taotal operating expenses 976 946 911 30 33
Other Income (Expensc) - net 127 (39} (51) 166 12
Interest Expense 46k 425 4214 36 4
Income Toxes 324 71 150 258 (79)
Met Income Attributable to PPL Shareowners S o3 s 931 E’é r | 4 P | ]

The changes in the resuits ofthe UK Repulated segment between these periods were due to the factors set forth below, which reflect centain items that
management considers special and effects of movements in foreign cummency exchange on separate lines within the table and not in their respective Statement
ofincome line items. See below for edditionn] detail of the special items.

2014 vs. 2003 2013 vs. 2012

UK
Lltility revenues s 91 § 240
Other aperation and maintenance 46 4m
Depreciation {19) {25)
Enterest expense (15) am
Other 4 1
[ncome taxes {24)
us
[nterest expense and other 4 (1)
Income taxes {40 1
Foreign currency exchange, after-tax 5 (3]
Specinl items, after-tax 8 {40)
Total 5 60 S 119

50



UK.

Higher utility revenues in 2014 compared with 2013 primarnily duc to $194 million from the April 1,2014 and 2013 price increases, partially offset by
$88 million from lower volume due prrimarily to weather and 58 million from lower third-party engincering revenue.

Higher utility revenues in 2013 compared with 2012 primarily duc to the Apnl 1, 2013 and 201 2 price increnses.

Lower other operation and maintenance in 2014 compared with 2013 primarily due to $38 million flrom lower pension expense and $9 million from
lower third-panty engineering expense.

Higher other eperation and maintenance for2013 compared with 2012 primarily due to higher network maintenance expense.
Higher depreeiation expensc for both periods primarily due to PP&E additions, net.

Higher interest expensc in 2014 compared with 2013 primarily due to an October 2013 debt issuance.

Higher interest expense in 2013 compared with 2012 primarily due to debt issuances in April 2012 and October 2013,
Higherincome taxes in 2014 compared with 2013 primarily due to higher pre-tax income.

Income tnxes in 2013 compared with 2012 were flat despite higher pre-tax income primarily due to lower UK. tax rates.

U.s.

Th

Higher income taxes in 2014 compared with 2013 primarily due to a $19 million inercase primarily in taxable dividends and a $19 million benefit in
2013 related to an IRS ruling regarding 2010 UK. camings and profits calculations.

Lower income taxes in 2013 compared with 2012 primarily due to a $42 million adjustment related to an IRS ruling regarding 2010 UK. camings and
piofits calculations, partinlly offsct by a $27 million increase in taxable dividends.

c following after-tax gains (losses), which management considers special items, alse impacted the UK Regulated segment's resuits.

Income Statement
Line lem 2014 2013 2012

Other Income

Foreign currency-related economic hedges, net of tax of ($68), $15, $18 (a) {Expense) - net 5 127 § (29) $ {33)
WPD Midtands acquisition-related ndjustments:
Other operation

Separation benelits, net of tax of $0, $1, 34 (b) and maintenance {4) (11}

Other acquisition-related adjustments, net of tax of 50, (82}, (81} 8 2
Oher:

Change in U.K. income tax rate (¢) Income Taxes 84 75

Wind full Profits Tex litigation (d) Income Taxes 43

Change in WPD line loss accrual, net of tax of $13, $10, ($23) (c) Utility {53) (35) 74
Total $ 75§ 67 5 167
(o} Represents unrealized gains (losses) on comracts that economically hedge anticipated GBP-denominated enmings.

{b)
(c}

(d)

(e)

Represents severunce compensation and carly retirement deficiency costs

The UK. Finance Act of 2813, cnacted in July 2013, reduced the U.K.'s staistory income tax rade from 23% to 21%, effective April 1, 2014 and from 21% 1o 20%, cffective
April 1, 2015, The UK. Finance Act of 2012, enacted in July 2012, reduced the UK. statutory income tax rate from 25% to 24% retroactive to April 1, 2012 and frem 24% to
23% effective April |, 2013, Asa result, PPL reduced its net deferred tax lishility and recognized a deferred tax benefit in 2013 and 2012,

In May 2013, the U.S. Supreme Court reversed the December 2001 ruling by the U.S. Court of Appeals for the Third Cireuit concerning the ereditability ol the UK. Windfull
Profits Tax for U.S. Federal income tax purpuses. As a result, PPL recorded a $43 million income tax henefitin 2013, See Note § 1o the Financial Statements for additional
information,

In November 2012, Ofpgem issued additional consultation an the final DPCRA lice [nss close-out that published vatues for each DNO. Based on this, WPD Midlands reduced its
Tine loss ltability for DPCR4 and DPCRS by a 1otal of 597 million, pre-tax, in 2012, In 2013, WD Midiands increased its line Joss accrual by $45 million, pre-tax, based on
additional informotion provided by Ofgem regarding the caleulation. 1n Muarch 2014, Ofgem issued its finol decision on the DPCR4 line lass incentives and penalties
mechanism  As a result, WPD increased its existing Hability by $65 miilion, pre-tax, for over-recovery of line losses. See Nole 6 o the Financial Statements for additional
information.

51



Kentucky Regulated Seoment

The Kentucky Regulsted scgment consists primarsily of LKE's regulated electricity generation, transmission and distribution operations of LG&E and KU, as
well as LG&E's reguiated distibution und sale of natuml gas. In addition, certain financing costs are allocated to the Kentucky Regulated segment. The
Kentucky Regulated segment represents 1 8% of Net Income Attributable to PPL Sharcowners for 2014 and 27% of PPL's asscts at December 31,2014,

Net Income Attributable to PPL Sharcowners includes the following resulis:

5 Change

2014 2013 2012 014 vy, 2013 2013 v, 2412

Utility revenues 5 3.168 § ZH7E 5 2,759 § 192 § 217
Fuel 965 R96 R72 69 24
Energy purchases 253 217 195 36 22
Other operation apd maointenance R15 778 778 37
Depreciation 354 334 346 20 {12y
Taxes, other than income 52 48 40 4 2

Toul eperating expenses 2,439 2273 2237 166 36
Other Income (Expense} - net 9) (7} (15) (2) §
Other-Than-Temporary [mpairments 13 (25)
Interest Expense 219 M2 219 Fi ()]
Income Taxes 189 179 L] 1o 99
Incosne (Loss) from Discontinued Operations (net of income 1axes) 2 (6 {2) H
Net Income Attributable to PPL Shareowners S. — —312, S. —— —3(]'7' -S _‘ 77| -S —5 5“]30

The changes in the results of the Kentucky Repgulated segment between these periods were due to the fictors set forth below, which reflect amounts classified
as Kentucky Gross Margins and centain items that management considers special on sepamte lines within the table and not in their respective Statement of
Income tine items. See below for additional detail of the special itcms.

2004 va. 2013 20113 vs, 20112

Kentucky Gross Margins b M8 231
Other operation and maintensnce (35) (5)
Depreciation (14} (34)
Taxes, other than income (3) {n
Other Income (Expense) -net () it
Interest Expense (7) )
Intome Taxes {10} (83)
Special items, after-tax (3} 19

5 55 130

Total

s Sec "Margins - Changes in Non-GAAP Financial Measures" for an explanation of Kentucky Gross Margins.

« Higherotheroperation and maintenance in 2014 compared with 2013 primarily due to $14 million of higher expenses due 1o the timing and scope of
scheduled generation maintenonce outages, $9 million of higher bad debt expense and higher storm cxpenses of $8 million.

» Higherdepreciation in 2014 compared with 2013 duc to additions to PP&E, net.

s Higherdepreciation in 2013 compared with 2012 primarily due to cnvironmental costs related to the 2005 and 2006 ECR plans now being included in
buse rates. As i result, $51 miflion of depreciation associated with those environmental projects is shown as depreciation in 2013, Depreciation for these
ECR plans was included in Kentucky Gross Marginsin 2012 and 2011, This increase was partially offset by lower depreciation due to revised mtes that
were effective January 1,2013, Both events are the result of the 2012 rate case proceedings.

« Higherinterest expense in 2014 compared with 2013 primarily duc to $22 million of higher expense resulting from the issuance of $500 million of First
Meortgage Bonds in November 2013 and higher shont-tenm debt balances panially offset by = $10 miflion loss on extinguishment of debt in 2013 related
to the remarketing of the PPL Capitnl Funding Junior Subordinated Notes component of the 2010 Equity Units and simultancous exchunge into Senior
Notes in the second quanerof 2013, and a $5 million decrense due to lower rates on the related Senior Notes as compared with the Junior Subordinated
Notes.



s Higherincome taxes in 2013 compared with 2012 primarily due to higher pre-tax income.

The following afier-tax gains (losses), which management considers special items, also impacted the Kentucky Regulated segment's results.

Income Statement
Line Itern 2014 2013 2

Impairments:
Other asset impairments, net of tax of $0, $0, 310 (a) Other-Than-Temporary-lmpairments 3 {15)
LKE acquisition-related adjustments:
Income Taxes and Other operation

Net opernting loss carryforward and other fox-related adjustments and maintenance 4
Other:
LKE discontinued operations (b) Disconlinued Operations s 2 (5)
EE!l adfusiments, net of tax of $0, $6, $0 () Other Income (Expense) - net ]
Total b - 1§ (16)

{a} KU recorded an impairment of its equity method invesument in EEL. See Nate 16 1o the Financial Statements for additional information.
(b) 2012 includes an zdjustment recorded by LKE 1o a5 indemnification liability.
(¢} Recorded by KU.

Pennsvlvania Regulated Sepment

The Pennsylvania Regulated sepment includes the regulated clectrieity transmission and distibution opemtions of PPL Eleetric. The Pennsylvania
Regulated segment represents 15% of Net Income Attributable to PPL Sharcowners for 2014 and 16% of PPL's assets at December 31,2014,

Net Income Attributable to PPL Shorcowners includes the following results:

§ Chanpge

2014 213 2012 20104 vs, 2013 21113 v 2{112

Utility revenues s 2044 3 1,870 § 1,763 % 174 § 107
Encegy purchases

External 587 588 550 (1 a8

Intersegment B4 51 78 33 27}
Dther operation ond mointenance 543 531 576 12 {45}
Diepreciation 145 174 160 7 K
Tuxes, other than income 107 103 105 4 (2)

Totwl operating expenses 1.506 1.451 1,469 55 {18}
Other Income (Expense) - net 7 1] 9 1 N
Interest Expense =5 108 o9 14 9
Income Taxcs 160 108 3] 52 40
Net Income 263 09 136 54 73
Net Income Attributable 1o Noncontrolling Interests 4 {4}
Net Income Atisibutable (o PPL Sharcowners E_—____ 235 0% % l3yp . SEE 77

The changes in the components of the Pennsylvanic Regulated segment's results between these periods were due to the factors sct forth below, which reflect
amounts classificd as Pennsylvania Gross Delivery Margins and a certain item that management considers special on separate lines and not on their
respective Statement of Income fine items. See below for additional detail of the special item.

2014 vs. 2013 2013 vs. 2012

Pennsylvanis Gross Delivery Margins H 118 § 114
Oiher operation and mointenance 13 23
Depreciation (7 (18)
Taxes, other than income 5

Other Income (Expense) - net 1 (3)
Interest Expense (14) (%)
Income Taxes (55) (39}
Noncontrolling Interests 4
Special liem, sfter tax (2)

“T'otal s 54 § 77
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« Sce "Margins - Changes in Non-GAAP Financial Measurcs” foron explanation ef Pennsylvania Gross Delivery Margins.

« Lowcerother operation and maintenance for 2014 compared with 2013, primarily due 1o $16 mitlion of lower payrol] related expenses due 1o lower
headeount, less maintenance projects and more focus on capital work in 2014,

Lower other operation and maintenance for 2013 compared with 2012, primarily due to lower storm costs of $25 million and lower support group costs of
$10 million, partially offsct by $12 million increased vegetation manogement costs.

« Higherdepreciation for both perods primarily due to transmission PP&E additions as well as additiens related 10 the ongoing effons to ensure the
reliability of the delivery system and the replacement of nging infrastructure.

« Higherinterest expense for both periods primarity duc to the issuanece of first mongage bonds in July 2013 and June 2014.

« Higherincome taxes in 2014 compared with 201 3, primarily duc to higher pre-tax income which increased income taxes by $46 million and tax bencfits
related to federal ond state income tax reserves of $8 million in 2013,

Higher income taxes in 2013 compared with 2012, primarily due to higher pre-tax income which increased income taxes by 547 million, partially offset
by $8 million of income tax retum adjustments primarily recorded in 2012, largely related 1o changes in flow-through regulated tax depreciation.

The {ollowing after-tax loss, which management considers a special item, also impacted the Pennsylvania Regulated segment's results.

Incame Statement
Line Item 2014 2013 2012

Other Operation
Seporation benefits - borgeining unit voluntary program, net of tax of $1, 30, 50 {a) and Maintenanee H 2) % 13

{8) In Junc 2014, PPL Elcctric’s largest IBEW local ratificd n new three-year lobor agreement. 1n connection with the new agreement, bargaining unit one-time voluntary retirement
henefits were recorded. See Note 13 1o the Finoncial Staternents for additional information.

Su Scg

The Supply segment primarily consists of PPL Encrgy Supply's wholesale, retail, marketing and trading activities, as well as its competitive generation
operations, In addition, certain financing nnd other costs are allocated to the Supply segmemt. The Supply segment represents 17% of Net Income
Attributable to PPL Sharcowners for 2014 and 23% of PPL's assets at December 31,2014,

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

Net Income Attributable to PPL Sharcowners includes the following results.

5 Chanpge
2014 2013 2012 2004 vs, 2013 2013 vs, 2012
Energy revenues
Extzrnal (a) H 3051 § 3936 § 4,816 § (885) $ (BB0)
Intersepment B4 51 79 33 (28)
Energy-related businzsses 601 327 461 74 66
Total operating reventies 3.736 4,514 5,356 (778) (842)
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5 Change

2014 2013 2012 2014 vs. 2013 2053 vs, 2012

Fuel (a} 1,196 1,049 965 147 B4
Encrgy Purchases (a) 209 1,171 1812 (962} (641}
Other operation and maintenance (h) 1,007 1,026 1,014 (19} 12
Lass on lease terminotion (c) 697 {697) 697
Depreciation 257 299 276 (2) 23
Taxes, other than income 57 53 54 4 (1)
Energy-reloted businesses 573 512 450 61 62

Total operating expenses 3.339 4,807 4,571 (1,468} 236
Other Income (Expense) - net kli} 32 16 (2} 16
Interest Expense 181 216 212 5 4
Incotme Taxes 93 (LNE)] 220 267 {394}
Income (Loss) from Discontinued Operations {c} 154 12 46 122 (14)
Nel Income 07 {271} 415 578 (646)
Net Ingome Atiribuiable 1o Nencontrolling lnterssts 1 ! )
Net Income Atributable to PPL Sharcowners § 307§ {172) § 414 8 5_-"'9 $ {646)

(a) Includes the impact from energy-refated econamic activity. See "Commodity Price Risk (Non-trading} - Economic Activity” in Note 17 to the Finoncial Stntements for additional
information.

(b) 2013 includes an impairment charge of $65 millios ($39 million after-tax ) for the Corene coul-fired plant and refated emission allowances. See Note 16 10 the Financial
Statements for additionz! information.

{¢) See Note 8 to the Financial Statements for additional information.

The chunges in the results of the Supply segment between these periods were due to the factors set forth below, which reflect smounts classified as
Unregulated Gross Energy Margins and certain items that mangegement considers specinl on separate lines within the table and not in their respective
Stetement of Income line items. See below for udditional detail of the special items.

2014 vs, 2013 2013 vs, 2012

Unregulated Gross Energy Margins M {188) § (194}
her operation and maintctiance (7) 42
Depreciation 2 (23)
Taxes, athet thun income 2 4
Other [ncome (Expense) - net {2) 19
Interest Expense 33 4
Other 3 (5}
Incame Taxes #2 23
Discontinued operations, afier tax 17 |
Special items, afier tax 641 (549)
Total 5 579§ (686}

»  Sec "Margins - Changes in Non-GAAP Finencial Measures" for an explanation of Unsegulated Gross Energy Margins.

o Higherother operation and maintenance in 2014 compared with 2013 primarity duce to higher project expenses, including refucling outage expenses, o
PPL Susquechanna of $28 million, partially offset by the elimination of rent expense of $20 million associated with the Colstrip lease which was
terminated in December 2013,

Lower other operation and maintenance in 2013 compared with 2012 primarity duc to lower fossil and hydroclectric expenses of $27 million, lunzely
driven by lower outage expenses in 2013 and lower pension expense of $11 million.

« Higherdepreciation in 2013 compared with 2012 primerily duc to PP&E additions.
e Higherother income (expense) - net in 2013 compared with 2012, however ne individual jtem was significont in compurison to the prior year.
s Lowerinterest cxpense in 2014 compared with 2013 primarily due to the repayment ofdebt in July and December 2013,

« Lowecrincome taxes in 2014 compared with 2013 due to lower pre-tax income, which reduced income taxes by $54 million, $16 million of lower taxes
duc to state tax rate changes and $12 million related to lower adjustments to valuation sllowances on Pennsylvania net operating losses.
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Lower income taxes in 201 3 compared with 2012 due to lower pre-tax income, which reduced income taxes by $52 million, and $10 million related to
the impact of prior period tax retum adjusiments, partially offset by $38 million of higher taxes due to state tax rate chenges.

The following after-tax gains (losses), which management considers special items, also impacted the Supply segment's results,

Income Statement

Line [tem 2014 2013 2002
Adjusted enerpy-reluted economic activity - net, net of tax of $4, $54, (326) (a) H h) § {(m s 38
Impairments:
Discontinued
Kerr Dam Project impairment, net ol tax of §§, 30, $0 (b) Operations {am
Other income
Adjustments - nuclear decommissioning trust investments, net of tax of 30, $0, $(2) {Expense) - net 2
Other operation ond
Other psset impairments, net of tax of $0, $0, $0 mainiennhce (1)
Other operation and
Curette asset impairment, net ol 1ax of $0, $26, 30 (<) mainichince (39

Spinoff of PPL. Energy Supply:

Other operation und

Separation benefits, net of 1ax ol $6, $0, $0 (d) mainicnance (10)
Other operation and
Transition costs, net of tax of $0, 30, §0 mainienence mn
Other:
Change in tax sccounting method refuted to repuirs Income Taxes ()]
Other aperation and
Counterparty bankrupicy, net of tax of 30, ${1), 35 (£} maintenance 1 {6)
Unregulated wholesale
Whalesale supply cost reimbursement, net of tax of 50, 50, $0 energy 1
Otlier operation and
Ash basin leok remediotion adjustment, net of tax of $0, 50, $(1) maintenonce i
Coal contract modification payments, net of 1ax of 30, $0, $12 (f) Fucl {n
Other opertion and
Separation benefits - bargaining unit voluntary program, net of tax of §7, 80, 80 ¢g) maginkenance {10}
Loss on Colsurip operating lease twrmination, net of @x of $0, $284, $0 (k) Lass on lease termination (413)
Mechanical contracting und engineering revenue adjustment, net of lax of (§7), $0, $0 (i) Enerpy-relaed businesses 1
Discontinued
Sale of Montana hydroelectric penerating facilities, net of tax of (3100}, $, $0 (j) Operations 137
Total (%) $ 110 § (53 3 1

W)
(h}
(G
(d)
(e)
n
(g}
(h)

Represents unrenlized goins {lusses), after-tax, on economic activity. See "Cammurdity Price Risk (Non-trading) - Economic Activity” in Note 17 to the Financial Statements for
additional information. Amounts have heen adjusted [or insignificant smaeunits for option premiums.

in 2014, an arbitration panet issued its final decision holding that the conveyance price payuble to PPL Montana was $18 million. As a result, PPL Energy Supply determined the
Kerr Dam Project was impaired and recorded a pre-tax chorge of $18 million. See Note 16 to the Financinl Statements for additional information,

In 2013, PPL Energy Supply determined its Coretie plunt was impoired ond recorded o pre-tax charge off $65 million far the plant und related emission allowances. See Note 16
to the Financial Statements for additional information.

PPL Energy Supply recorded scparation benefits refated to the anticipated spinofT tronsaction. See Note 8 to the Financial Statements for additional information.

In October 2011, a wholesale eustomer, SMGT, fled for bankrupicy protection under Chapter 11 of the U.S. Bankrupicy code, In 2012, PPL EncegyPlus recorded an additional
allowance for unpaid ameents under the long-term power contract, [n March 2012, the U5, Bankruptey Court for the District of Montang approved the request 1o terminnte the
contraet, effective April [, 2012 in June 2013, PPL EnergyPlus received an epproval for an administrstive claim in the amount of $2 millien.

As aresult of lower electricity ond natural gas prices, cool-fired generation output decreased during 2012, Contract modification payments were incurred 10 reduce 2012 and
2013 coal deliverics.

in 2014, PPL Enerpy Supply's largest IBEW local ratificd a new three-year labar agreement. In connection with the new agreement, bargaining unit one-time veluntary
retirement benefits were recorded. See Note 13 to the Finoneial Stntements Tur additional information.

in September 2013, PPL Montana cxecuted o definitive agreement to sell 1o NorthWestern certain hydroelectric generating lacilities located in Montana. To facilitate the sale, PPL
Montang terminated its operating lease arrangement reloled to partiol interests in Units 1, 2 and 3 of the Colstrip coal-fired eleciric generating facility in December 2013 and
sequired tiose interests, collectively, for $271 millien. Al lease termination, the existing lease-related assets on the balance sheet were written off and the scquired Colstrip assets
were recorded nt foir value ns of the vequisition date. PPL and PPL Energy Supply recorded a pre-tax chorge of $697 million Tur the termination of the lease. Sec Note 8 1o the
Financial Statemenis for additional information
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(i) In 2014, PPL and PPL Energy Supply recorded $17 million to "Energy-related businesses” reveniues on the 2014 Statement of Income related 1o prior periods and the timing of
revenue recognition for n mechanical cantracting and enginecring subsidiary. See Note | to the Financinl Statements for additional information.

i) In November 2014, PPL Montano completed the sale of 633 MW of hydroeleetric generating facilities o NorthWestern. PPL Energy Supply recognized a pre-tax gain of 3306
million (8206 million sfer-tax ) as o result of the trunsaction. PPL recognized o pre-tax guin of 3237 million (5137 million afier-tax) os a result of the transaction, which reflects
the allocativn of $64 million ol miditional poodwill. Sec Note 8 to the Financial Statements for additional information.

{k} PPL Encrgy Supply's 2014 special items were $§79 million and reflect the $206 million after-tax gain [rom the sale of the hydroelectric penerating facilities discussed in footnote
i}

Reconciliation of Econamic Activity

The following tabie reconciles unrealized pre-1ax gains (losses) from the toble within "Commedity Price Risk (Non-trading) - Economic Activity” in Note 17
to the Financial Statements to the special item identificd as "Adjusted cnergy-related economic activity, net.”

2iH 4 2013 2012

Operating Revenues
Unregulated wholesale energy s 325 § (721) § ain
Unregulated retail energy 29 12 (17

Operating Expenses
Fuel (27 ) (14)
Energy Purchases (327} 586 442
Energy-related economic activity (a) (127} 100
Option premiums {b) (10} {4} (1
Adjusted energy-related ceonomic activity {10y [LETH) 99

Less: Economic activity realized, associnted with the monetization of certain

full-requirement sales contracts in 2010 35
Adjusted energy-related economic activity, nel, pre-tax S=_£ S=£g S==-_6é
s (6) 3 {77} & 38

Adjusted energy-related economic activity, net, after-tax

(o) See Nute 17 10 the Finoncial Stalements for sdditional information.
(b)  Adjustment for the net deferral and amortization of option premiums over the delivery period of the item that was hedged or upan realization. Option premiums are recorded in
"Unregulated wholesale energy” und "Encrgy purchases” on the 5w of fncome.

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

s "Kentucky Gross Margins” is o single financial performance measure of the electricity generation, transmission and distribution operations of the
Kentucky Repulated segment, LKE, LG&E and KU, a5 well os Kentucky Regulated sepment’s, LKE's and LG&E's distribution and sale of natural gas, In
calculating this measure, fuel, energy purchases und certain variable costs of production (recorded as "Other operation and maintenance” on the
Statemenis of [ncome) are deducted from revenues. In addition, cenain other expenses, recorded as "Other operstion and mointenance”, "Deprecintion”
and "Taxes, other than income” on the Statements of Income, associated with approved cost recovery mechanisms are offset agninst the recovery of those
expenses, which are included in revenues. These mechanisms allow for direet recovery of these expenses and, in some cases, retums on capital
investments and performance incentives. Asa result, this measure represents the net revenues from electnicity and gas operations.

e "Pennsylvania Gross Delivery Margins” is a single financial performance measurg of the electrcity delivery opermtions of thc Pennsylvania Regulated
segment and PPL Elcetric, which includes transmission and distribution activities. In calculating this measure, utility revenues snd expenses associated
with approved recovery mechanisms, including energy provided as a PLR, are offset with minimal impact on camings. Costs associnted with these
mechenisms are recorded in "Energy purchases,” "Other operation and maintenance,” which is primarily Act 129 costs, and "Taxes, other than income,”
which is primarily gross receipts tax. This performance measure includes PLR energy purchases by PPL Electrie from PPL EncrgyPlus, which are
reflected in "PLR intersegment utility revenue (expense)” in the reconciliation table below (in "Energy purchases from affiliate” in PPL Electric’s
reconciliation toble). As a result, this measure represents the net revenues ffom the Pennsylvania Regulated segment's and PPL Electric's electricity
dclivery operations,
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"Unregulated Gross Energy Margins” is a single financial performance measure of the competitive encrpy activities of the Supply segment ond PPL
Energy Supply, which are managed on a geographic basis. In calculating this measure, energy revenues, including opemting revenues nssociated with
certain businesses classificd as discontinued operations, are offsct by the cost of fuel, energy purchases, certnin other opertion and maintenance
expenses, primarily ancillery charges, gross receipts tax, recorded in "Taxes, other than income,” and operating cxpenses associated with certain
businesses clossified as discontinued operations. This performance measure is relevant due to the volatility in the individual revenue and expense lines
on the Statements of Income thot comprise "Unregulated Gross Energy Margins.” This volatility stems from a number of factors, including the required
netting of certain transuctions with 1S0s and significant fluctuations in unrealized gains and losses. Such fuctors could result in gains or losses being
recorded in cither "Unreguloted wholesale energy,” "Unregulated retail energy” or "Energy purchases® on the Statements of Income.  This performance
measure includes PLR revenues from encrgy sales to PPL Electric by PPL EnergyPlus, which are reflected in "PLR intersegment utility revenue
(cxpense)” in the reconciliation table below (in "Unregulated wholesale energy to affiliate” in PPL Encrzy Supply's reconciliation table). "Unregulated
Gross Energy Margins” excludes adjusted energy-related economic activity, which inctudes the changes in fair value of positions used to cconomically
liedge a portion of the economic value of the competitive genertion usscts, full-requirement sales contracts and retail activities. This cconomic value is
subject to changes in fair value due to market price volatility of the input and output commedities (c.g., fuel and power) prior to the delivery period that
was hedged. Adjusted energy-related cconomic activity includes the incffective portion of qualifying cash flow hedpes and premium amertization
associated with options. Unrealized goins and losses related to this activity ore deferred and included in "Unregulated Gross Energy Margins” over the
delivery period of the item that was hedged or upon realization.

These mensures are not intended to reploce "Operating Income,” which is determined in nccordance with GAAD, as an indicatorofoverall operating
performance. Other companics may use diffcrent measures to analyze and repont their results of operitions. Management believes these measures provide
additionnl usefol critcria to make investment decisions, These performance measures are used, in conjunction with other information, by senior monagement
und PPL's Board of Dircctors to manage the operations, analyze actual results compared with budget and, in certnin cascs, to measure certain comporate
financial goals used to determine variable compensation.

Reconcilintion of Non-GAAP Fingneial Mensures

The following tables contain the compaonents from the Statement of Income that are included in the non-GAAP finuncial measures and a reconciliation to
PPL's "Operting Income™ for the years ended December 31,

2014 23
Unrepu bted Unregulatad
Kentucky  1'A Gruss Giruss Kenturky I'A Gross Gruss
Gross ellvery Laemy Operaling Grss Dadivery Enemy Opernting
Alurging Marglns Murglns Other (n) Income () Murping Marginy Marpins (hir {n) tncnme ()
Operatieg Revenues
Utility § 3,068 § 2,044 § 2570 (¢) § 7,782 % 2976 § ].K70 2355 (c) § 7.201
PLR intersegtment ulility
revenue (expense) (d} (84) § B4 {(51) % 5i
Unrepgulated wholesale energy 1,490 I8 (e) E,808 3,623 (714} (e) 2,909
Unregulated retail encrgy () 1,216 23 {c) 1,239 1,015 B (e) 1,023
Energy-reboted brsinesscs 670 670 5RE 588
Tatal Operating Revenues 3,168 1,960 2,794 3,581 11,499 2,976 1,819 4,489 2.237 11,721
Operating Espenses
Fuel 965 1,169 27 (B 2,161 896 1,045 3 (g) 1,944
Energy purchoses 253 547 (12n 312 (e) 1,041 27 S8H 1.745 (543} (e} 1,967
Other operation and
muintenance 0g 103 n 2,579 3803 47 #2 20 2,580 2,779
Loss on lease terminotion (Note B) 697 697
Depreciation 11 1,209 1,220 5 1,137 1,142
Taxes, other than income a oR 43 231 3714 1 95 37 218 351
Energy-relsied businesses ] G20 (4] 7 556 563
Total Operating Expenses 1,330 THE 1.121 4.988 B 227 1,216 765 2,854 4,608 9,443
Income (Loss) from
Discontinued Operatians 117 (117) (h) 139 - (aEmy s
Total § KIS 8 172 S 1.786 § (1.524} $§ 337128 1760 53 1054 5 1974 § (25100 S 2,278
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2012

Crperating Revenues

Utillity

PLR intersegment utility
revenue (expensc) (d)

Unregulated wholesale energy

Unregulated retail encrpy ()

Energy-reluted businesses

Total Operating Revenues

Operuting Expenses
Fuel
Enecrgy purchases
Other operation and
mainiepance
Depreciation
Taxes, ather than income
Energy-reiated busincsses
Total Opernting Expenses
Income (Loss) from
Discontinued Operations

Totul

(a) Represents amounts exciuded from Margins,

Unregulated
Kentucky  PA Gross Gross
Gross Delivery Envrgy Operating
Murpins Marpins Marpins Other (n) Income {h)
5 279 8 1,763 3 23B6(c) § 6,808
(78} § 78
4,266 {290} (&) 3,976
861 2N (=) 840
508 508
2,759 1.685 5,205 2483 12132
72 931 34 (g) 1.837
195 550 2,207 (397} (c) 2588
101 to4 19 2,567 2,791
51 14136 1087
a1 34 217 353
484 484
1,219 745 3,191 3,551 9,106
154 {154) (h)
5§ 1540 5% 940 3 2,168 § (1,622 3 3.026

() Asreported on the Stalements of Tecome.
(c) Primarily represents WED's utility revenue.

(d) Primarily reloted to PLR supply seld by PPL EnergyPius to PPL Eleciric.

(¢) Includes energy-related economic activity, which is subject to fluctuntions in value due to market price volatility. See "Commodity Price Risk (Non-trading) - Economic Activity”

within Noie 17 ta the Financial Stutements. For 201 2, "Unregulated wholesale energy” and "Energy purchases” include a net pre-tax loss ol 535 mitlion related 1w the

munctization of certain full-requirement sales cantracts.
() Albaugh retail energy revenues conlinue to grow, the net margins related to these activities are not currently a significant component of Unregulated Gross Energy Margins.
() Includes economic activity related o fuel as described in "Commodity Price Risk (Non-trading) - Economic Activity” within Note 17 10 the Financial Statements. 2012 includes o
net pre-tox loss of $29 million related to coal contract modification payments.
(I} Represents the revenues associated with the bydroelectric generating focilitics located in Montana that are clussified as discontinued operations.  These revenues are not reflected in
"Operating Income” on the Stiements of Income.

apnges in Non-GA inancial

FASIIES

The following table shows the non-GAAP financial measures by PPL's reportable segment and by component, as applicable, for the year ended December 31

as well as the change between periods. The factors that gave rise to the changes are deseribed following the able,

Kentuchy Regulated
Kentucky Gross Margins
LG&E
KU
LKE

I'ennsylvania Regubuted
Pennsylvania Grass Delivery Margins
Distribution
Transmission
Towl

Supply
Unregulated Gross Encrgy Maorgins

Eastern U.S,
Western U.5,
Total

S Change

2014 2013 2004 vs. 2013 2413 vs, 2012

H 833 8 791 % 727 42 64
1,005 969 813 16 156

$ 1838 § 1.760 $ 1.540 78 221
H 837 § BO3 8 730 34 73
335 251 210 B4 4]

5 1,172 § 1,054 § 940 [18 114
H 1,551 8 1,756 § 1,867 (145) (1)
105 218 301 (23) (83)

5 1,786 § 1,974 § 2,168 (138) (194}
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Kentucky Gross Margins

Kentucky Gross Margins increased in 2014 compared with 2013, primarily due to retumns on additional environmental capital investments of $535 million
(327 million at LG&E and $28 miliion at KU} and higlier volumes of $13 million (55 million at LG&E and $8 million at KU). The change in volumes was
driven by unusually cold weather in the first quatterof2014.

Kentucky Gross Margins increased in 2013 compared with 2012, primarily due to higher base mtes of $102 million (544 million ot LG&E and $58 million a1
KU), environmental cost recoveries added to base rates of $53 miltion (53 million at LG&E and $50 million at KU), retumns from additional environmental
capita] investments of 334 million ($16 million ot LG&E and $18 million at KU), higher fuel recoveries of $18 million (87 miilion at LG&E and $11 million
at KU)and higher volumes of $6 million (32 million higher at KU, partially offset by $3 million lower ot LGEE).

The increase in buse rotes was the result of new KPSC rates effective January 1, 2013 at LGEE and KU, The environmenta cost recoveries added to base rates
were due to the transfer of the 2005 and 2006 ECR plans into base rates as a result of the 2012 Kentucky rate cases for LG&E and KU. This transfer results in
depreciation and other operation and maintenance expenses associated with the 2005 and 2006 ECR plans being excluded from Kentucky Gross Margins in
2013, although the recovery of such costs remain in Kentucky Gross Margins througl base rates.

Pennsyivania Gross Delivery Margins

Distributian

Distribution margins increased in 2014 compared with 2013, primarily due to an $18 million favomble effect of distribution improvement capital
investments and a $12 miition benefit from a change in estimate of a regulatory liability.”

Distribution margins increased in 2013 compared with 2012, primarily due to o $53 million favomble effect of price, largely comprised of higher base rates,
cffective January 1, 2013, 2 515 million impact of weather, primarily due to the adverse effect of mild weather in 2012 and higher volumes of $5 million.

Tripenission

Transmission margins increased for both perods, primarily due to increased capital investments.

Unregulated Gross Energy Marging

Eastern 1S

Eastem margins decreased in 2014 compured with 2013, primarily due to lower baseload energy prices of $354 million and lower capacity prices of $34
million, partially offset by net gains on commodity positions of $75 million, favorble assct performance of $70 million, $38 miilion related to weather as
discussed below and gas optimization o7$26 millioa.

During the first quanter of 2014, the PIM region experienced unusually cold weather conditions, higher demaend and congestion pattems causing rising
natural gas and electricity prices in spot and near-term forwamd markets. Duc to these market dynamics, PPL Energy Supply captured opportunitics on

unhedged generstion, which were primarily offset by under hedged fuli-requirement sales contracts and retail electric.

Eastern marging decreased in 2013 compared with 2012, primarily due to $435 million of lower baseload energy prices, partially offset by $198 million of
higher capacity prices and 5100 million of increased nuclear genertion volume.

Western LS.
Western margins decreased in 2014 compared with 2013, primarily due to Jower wholesale energy prices.

Western margins decreased in 2013 compured with 2012, primarily due to $69 million of lower whelesale energy prices and §15 million of lower net
cconomic availability of coal and hydmclectric units,
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Statement of Income Anskysis —
Ltility Revenues

The increase {(decrease) in utility revenues was due to:
2004 vs. 2013 20013 ve 2012

Domestic:
PPL Eleciric (a) 5 175 § 106
LKE (b) 192 27
Tatal Domestic 3a7 323
U.K:
Priee {c) 194 =1
Volume (d) (B8) 5
Line loss accrual adjustments (¢) (20) {142}
Foreign currency exchange rotes 142 27}
Third-party engineering revenue (8) 13
Other {6)
Total UK. 214 H
Total $ 581 § 393
b —— W —

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

(b) See "Kentucky Gross Margins” for further information

{c) The increase in 2014 compared with 2013 waos due 1o price increnses effective April 1, 2014 and April 1, 2013, The increase in 2013 campared with 2012 was due 1o price
increases efTective April 1, 2013 and April 1, 2012,

(d) The decrease in 2014 compared with 2013 was primarily due o the adverse effect of weather. The increase in 2013 compared with 2012 was primarily due to the favorable
effect of weather.

{#) The decrease in both periods wos primarily due 1o unfuverable loss acerusl adjustments in 2014 and 2013 hased on Ofgem's consultation doguments on the DMCH4 line toss
incentives and penalties and Ofgem's final decision on this maotter in March 2004 See Note 6 to the Financiol Statements for additional information

Certuin Operating Revenues und Expenses Ineluded in "Marginsg®

The following Statement of Income line items are included nbove within "Margins” and are not discussed separately.

20104 vs, 20013 2013 vs. 24112
Unregulated wholesale encrgy 5 (1,101) % (1,067)
Unreputated retoil enerpry 216 183
Fuel 217 107
Energy purchases {926) (58E)

Energy-Related Businesses

Net contributions from energy-related businesses increased by $17 million in 2014 compared with 2013, During 2014, PPL and PPL Energy Supply recorded
a 317 million increase to "Encrgy-related businesses” revenues on the Statement of income related to prior periods and the timing of revenue recognition fora
mechanical contmeting and engincering subsidiary. Sec Note ! to the Finoncial Statements foradditionul information.

Other Operation aad Mainlenance

The increase (decrease) in other operation and maintenance was duc to:

2014 vs 20113 2003 vs. 2012
Duomestic:

LKE timing and scope of scheduled generation mointenance outages s 4 $ (21}
PPL Electric Act 129 costs incurred (a) 6 24)
PPL Electric vegetntion managerment (b} {4) E2
PPL Electric payroil-related costs (¢} (16) 3
P'PL Electric storm costs () 18 (26)
PPL Susquehanna (€} et} (3)
PPL Energy Supply fossil and hydroelectric planis () {78) a1
Bargaining unit ene-time voluntary retirement benefits (Note 13) 20

Scparation benefits related 1o spinoff of PPL. Encrgy Supply (Note B} 36

Stock compensation expense I3 2
Other 6 (15
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214 vs 2013

2013 vs, 20112

UK.:

Network maintenanee {(g) 3 32
Third-party engineering (9) 12
Pension (h) (38) L
Separation bencfits ) (13}
Employee-related expenses {3) (7)
Foreign currency exchange roies 23 (4)
Acquisition-related adjustments 12 (8
Otter a) (4)

3 24 3 (1)

(a}

(h)

(c)
(d)
(e)
(f)

(g
{h)

Relates to expenses associated with PPL Electric’s PUC-approved energy cfficiency and conservation plan with programs starting in 2010, These expenses are recovered in
customer rates. The decrease in 2013 compured with 20H 2 results from the number of programs and the timing of such programs. Phase 1 of Act 129 closed in May

2083, Phase 2 programs began in June 2013,

The increase in 2013 compared with 2012 was due ta increased activities related 1o maintaining and increasing system reliability for both the fransmission and distribution
systems,

The decrease in 2014 compared with 2013 was due to lower headeoouny, less maintenance work and more focus on capital prajects in 2014,

The increase in 3014 compared with 2013 was due to more storm events. The 2012 expenses were unusually high due 1o Hurricane Sandy expenses.

The increase in 2004 compared with 2013 was primarily due 10 project cxpenses, including refueling outage expenses.

The decrease in 2014 compured with 2013 was primarily due 10 0 $65 million impairment charge in 2013 related to the Coretie plant and the elimination of $20 million of rent
expense associated with the Colstrip lease which was terminated in Decemher 20013, The increase in 2013 compared with 2012 was primarily due to the $65 million impairment
charge in 2013 related 1o the Coreste plant, partially offset by lower fossil and hydroelectric expenses of $24 million, largely driven by lower outage expenses in 2013 See Note
16 to the Financial Statements for additiona) information on the Corette plant impairmen.

The increase in 2013 compared with 2012 was primarily due to vegetation manogemenl.

The deerease tn 2014 compored with 2013 was primarily due to lower amuortization of prior period losses and an increase in expected asset returns.

Loss on Lease Termination

A $697 million charge was recorded in 2013 for the termination of the Colstrip opemting lease to facilitate the sale ofthe Montana hydroclectric genemting

facil

itics, See Note 8 to the Financiul Statements for additional information.

Depreciation

The

increase (decrease) in depreciation was due to;

2004 vs 2413 3 vs, 2012

Additions to PP&E, net $ 75 3

LKE

lower depreciation rates effective Jansary 1, 2013 (&) (22)

Adjustments to PPL. Montana ossets (b) (L5)

Forei
Tatal

(2}
(b)

gn currency exchange rates I8 {3}
5 YL 55

A result of the 2012 rate ease.
Lower depreciation expense in 2014 due to the impairment recorded ot PPL Montana for the Corette plant and the wrile-down of assets in conjunction with the termination of the
operating Jease ay the Colstrip focility, hoth of whieh accurred in 2013,

Taxes, Other Than income

The

increase {decrease) in taxes, other than income was due to:

004 vs. 2013 2083 v 20]2

State fross receipts tax (o) s 12
State capital stock tax s (5)
Foreign currency exchange rotes 10
Other i 4
Total s 231 8 (1 !

(o) The increase in 2014 compared with 2013 was primarily due fo higher retail electric revenves. This tux is included in "Unrepubated Gross Energy Margins” and "Pennsybvania
Gross Delivery Morpins".



Other Income (Expense) - net
The increase (decrease) in other income (expense) - net was duc to:

24 vs, 2013 2113 vs, 2013

Economic forcign curtency exchange contracts (Note 17) 5 150 § 14
Earnings on securities in NDT funds § 1
Charitabie cantributions {5) {15}
Trunsaction costs related (o spinoff of PFL Energy Supply (Note 8) (19}

Other 1 16
Total i 141 % 16

See Note 15 to the Financial Statements for additional information.
Other-Than-Temporary Impairments

Other-than-temporary impairments decreased by 326 million in 2013 compared with 2012 primarily due to a $25 million pre-tax impairment of the EEI
investment in 2012. See Notes 1 and 16 to the Financial Statements for additienal information.

Interest Expense
The increase (decrease) in interest expense was due to:

2014 vs. 2003 2013 vs, 2002

Long-tern debi interest expense () 1 15 § 7
Short-term debl interest expense 6 3
Hedging activities and incflectiveness (n 4
Capitnlized interest (b) 12 {2)
Net amorization of debt discounts, premiums and issuance costs (B} {4)
Luss on extinguishment of debt (c) (1) 1]
Foreign currency exchange rales 19 4}
Other [ed] {11
Total s 30 § 43

(8} The increase in 2014 compared with 2013 was primarily due to debt issuances at WPD (West Midlands) in October 2013, LG&E and KU in November 204 3 and PPL Electric in
June 2014 and July 2013, Patiolly offsetting the increase was repayment of debt at PPL Enerpy Supply in July and December 2013,

The increase in 2013 compared with 2012 was primarily due w debt issuances ot PPL Capital Funding in March 2013, June 2012 and October 2012, PPL Electric in July 2013
ond August 2012, and WPD (East Midlands) in April 2002, Partially offseiting the incrense was the repayment of PPL Encrgy Sepply debt in July 2013,

{h) Includes AFUDC, The incrense in 2014 campared with 2013 was primarity due to the Holtwood hydroclectric expansion project placed in service in November 2013,

{¢} In March 20t4, 0 §9 million loss was recorded related to PPL Capital Funding's remarketing and debt exchange of the junior subordinated notes originally jssued in April 201) as
a compaonent of the 2011 Equity Units, In May 2013, o $10 million loss was recorded refated to PPL Capital Funding's remarketing and exchange of the junior subordinnie notes
that were originally issued in June 2010 as a component of PPL's 2010 Equity Unils.

Income Taxes

The increase (deerease) in income taxes was due to:

2004 vs, 2013 2013 vs, 2012

Change in pre-tax income at curfent petiod thx rates s 420 § (31
State valuntion oflawance adjustments {a) 31 It
State deferred wx rale change (b) (16) 34
Federal und state tax reserve ndjustments (¢) 42 (42)
Federal and stale 1ax return adjustments (d} 7 2n
U.S. income tox un foreign earnings net of foreign tax credit (¢) 44 {17
UK. Finance Act adjustments (f) 96 {22
Impact of Lower UK. income tax rates () (17} {16}
Otlier 1] 28
Total § 618 § {355)
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{a) The valuation allowances recorded on PPL's state delerred tax assets primarily relate to Pennsylvania nel operating loss carry forwaeds. Pennsylvanio requires thit each
carporation file a separate income tax return and has significant annual limitations on the deduction for net operating loss carryforwards. Currently, Pennsylvania allows an
annual maximum deduction equal 10 the greater of $4 million or 25% of taxahle income. Legislation enacted in 2013 increased the annual maximum deduction to the greater of
55 million or 30% of taxable income for tax yeors beginning in 2015,

As a result of the PPL Energy Supply spinoff aanouncement, PPL recorded $50 million of deferred income tax expense during 2014 to adjust the vatuation allowance on
deferred tax nssets primzrity for state net operating loss carryforwards that were previously supporied by the eamings of PPL Energy Supply.

During 2013 and 2012, PPL recorded $24 million and $2 million of stute deferred income tax expense related (o a deferred tax valuntion aflowance primarily due 1o a decrease in
prajected future taxable income over the remuining carryforwerd period of Pennsylbvanio net opernting losses.

{b) Changes in stite apportionment resulied in reductions to the future estimated state tax rate ot December 31, 2014 and 2012, and an increase to the future estimated state tax rate at
December 31, 2013, PPL recorded an insignificant deferred tax henefit in 2014, a $15 million deferred tax expense in 2013 and 2 $19 million deferred tax benefit in 2012
refated 1w its stite deferred tux liabilities.

e} In May 2013, the U.5. Supreme Court reversed the December 2011 ruling, by the U.S. Court of Appeals for the Third Circuit, concerning the creditability of UK. Windfall
Profits Tax for U.S. federal income tax purposes. As a resull of this decision, PPL recorded a tax benefil of $44 milfion during 2013, See Note 5 to the Financial Statements for
additional information,

PPL recorded a tax benefit of $7 million during 2013 and $6 million during 2012 1o federnl and state income tax reserves related 1o stranded cost securitization.  The reserve
bulance at December 31, 2013 related to stranded coss securitization was zero.

(d) Buring 2012, PPL recarded $16 million in federal and state income tax expense related 1o the filing of the 2011 federal and stale income tax returns. Of this amount, $5 million
relates to the reversal of prior years” siate income tax benefits related 1o regulated depreciation. PPL changed its method ol aceounting for repoir expendilures for tax purpeses
effective for its 2008 wx yeor,

(e} During 2014, PPL recarded $47 millian of income tx expense primarily sitributable to taxable dividends.

Buring 2013, PPL recorded $28 million income tax expense resulting from increased taxable dividends offset hy o0 $19 million income tax benefit associnted with a ruling
uhtnined from the IRS impaciing the recoleulntion of 2000 UK. earnings and profits thar was reflected on an amended 20H0 U.S. wx return

During 2012, PPL recorded a $23 miltion adjusiment to federal income tax expense related to the recalculation of 2010 UK, camings and profits.
{f} The U.K.'s Finance Act 2013, cnacted in luly 2013, reduced the U K. statutory income tax rate from 23% o 21% effective Aprit 1, 2014 and from 21% 10 20% cfTective April 1,
2015, Asao result, PPL reduced its net deferred tax Babilivies and recognized a $97 million deferred wx benefit in 2013 reloed to both rate decreases.

The U.K.'s Finance Act 2012, enacted in July 2012, reduced the UK statutory income tax rate from 25% w0 24% retroactive to April 1, 2012 and from 24% to 23% effective
April |, 2013. As nresult, PPL reduced its nel deferred tax linbilities and recognized a $75 million deferred tax benefit in 2012 related 1o both rate decreases.

See Note 5 to the Financial Statements for additional information on income taxcs.

lncamme (Loss) from Discontinued Operations (net of income taxes)

Income (Loss} from Discontinued Operations (net of income taxes) primarily includes the results of operations of the Montana hydroelectric generating
fucilities for all periods presented. Sce "Discontinued Operations - Montana Hydro Sale” in Note 8 to the Financial Statements for additional

information. Income (Loss) from Discontinued Operations (net of income taxes) increased by $120 million in 2014 compared with 2013 primarly due to the
gain on the sale of the Montana hydroelectric generating facilities, and decreased by $6 miilion in 2013 compared with 2012 primarily due to lower cnergy

margins due to lower energy prices.

PPL Encrgy Supply: Earnings, Margins and Statement of Income Analysis

Earnings

2n14 20E3 M2
Net Income (Loss) Attributable to PPL Energy Supply Member 5 410 § (230) § 474
Special items, gains (losses), after-tax 179 (531} 18

Excluding special items, earings in 2014 compared with 20113 decreased, primarily due to lower margins resulting from lower encrgy and capacity prices,
peninlly offset by favorable bascload assct performance, goins on centain commadity positions, net benefits of unusnally cold weather in the first quanterof
2014 and lower financing costs,

Excluding special items, eamings in 2013 compared with 2012 deereased, primarily due to lower baseload energy prices and higher deprecintion, pantially
offsct by higher capacity prices, higher nuclear generation volume and lower opemtion and maintenance expense,
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The table below quantifics the changes in the components of Net Income (Loss) Attributable to PPL Energy Supply Member between these periods, which
reflect amounts classified as Unregulated Gross Encrgy Marpins and cenain items that management considers special on separate lines within the table and
not in their respeetive Statement of income line items. See PPL's Results of Operations - Segment Eamings - Supply Segment for the detnils of special items.

2014 vs, 20113 2013 vs, 2012

Unregulated Gross Energy Marging S (188) § {194)
Other operation and maintenance (§)] a5
Deprecintion 2 (2N
Taxes, other than income = §
Other Income (Expense) - net (2) 15
Interest Expense 25 (1)
Other {6) 3)
Income Taxes 17 24
Discontinued Operations, after-tax 17 I
Speciol items, ofter-tax 710 {54
Toll S 640 3 (704)
Margins

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

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and o reconeiliation to
“Opcrating Income” for the years ended December 31,

2014 2013
Unrepulated Unrepuolated
Gruss Energy Operuting Gross Enerpy Operating
Muarpins {Mher () Incnme (1)) Margins Other (a) Income {h)
Operating Revenues
Unregulated whaolesale cnergy s 1490 § Jik(c) § 1,808 § A623 § (F14)(c) § 2,909
Unrepguloted whalesale energy
1o affilinte B4 84 51 51
Unregulated retail energy (d) 1,216 27(c) 1,243 1,015 12{c) 1,027
Enerpy-related businesses 6l 601 5217 527
Total Operating Revenues 2,790 946 3,716 4.689 {175) 4,514
Operathng Expenses
Fuel 1,169 27(c) 1,196 1,045 4(c) 1,049
Enerpy purchases {121% ERLITTS] 209 1,745 (574) (<} 1,171
Other operation and meintenance 28 945 1,007 20 1,006 1,026
Loss on lease termination (Note B) 697 697
Deprecintion 297 297 299 290
Tuxes, other than income 43 14 57 37 16 5
Encrgy-relnted businesses 8 563 573 7 505 512
Total Operating Expenses 1,121 2,218 3,319 2,854 1,953 4,507
Discontinued Operations 17 (nm 139 (139 (D
Total $ 1,786 $ (1,349) 5 397 § 1,974 % {2,267 $ 1293)
2
Unreguiuted
Gross Energy Operating
Marglns Other {n) Incomu (b
Operating Revenuoes
Unregulated whalesale energy $ 4,266 § (290)i(c) $ 397
Unregulated wholesale encrgy
to affiliate 78 78
Unregulated retail enerpy (d) 61 [tka1t4] 844
Energy-relaied busincsses 448 448
Total Operating Revenucs 5.205 141 5346
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2012

Unrepuloted

Gross Enerpy Operating
Marpins O1her () Income (b)
Operating Expenscs
Fuel 93§ 34 (&) 965
Energy purchoses 2,207 (386) (c) 1,823
Other operation and mnintenance 19 o978 997
Depreciation 272 I
Tuaxes, other thon income 34 21 55
Energy-related businesses 432 432
Total Opersting Expenses 3,191 1,351 4,542
Discontinued Operations 154 (154) ()
Total 5 2068 § {1.364) 5 B04

{a) Represents amounts excluded from Margins.

(b} As reported on the Statements of Income.

() Includes energy-reloted econamic activity, which is subject to Muctuations in volue due to morket price volatility. See "Commodity Price Risk (Non-trading) - Econemic Activity"
within Note [7 to the Finoneinl Statements, For 2082, "Unregulated wholesale energy® and "Energy purchases” include 4 net pre-tax loss of §35 million related to the
monetization of cenain lull-requirement sales controcts.

{d) Although retail energy revenues continue to grow, the net margins related to these activities are not currently 4 sipnificant component of Unregulated Gross Encrgy Margins.

(e} Includes economic activity reluted to fuel as described in "Commadity Price Risk (Non-trading) - Econemic Activity" within Notz 17 te the Financial Statements. 2012 includes a
net pre-tax loss of 529 million related to conl controct modification payments.

{f) Represents the revenues associated with the hydroelectric genernting facilities located in Montana that are clussified as discontinued operations. These revenues are not refllected in
"Operating Income” on the Staterments of Income.

Statement of Income Analysis -
Certain Operating Revenues and Expenses Included in "Margins®”

The foilowing Statement of Income line items are included above within "Margins" and are not discussed scpamtely.

2014 v, 20121 2013 va. 2012
Unregulated wholesale energy 5 (1,101) § (1.067)
Unregulated wholesale energy to alfiliate 33 (27)
Unrepuloted retail enerpy 216 143
Fuel 147 LE]
Energy purchases (962) (650)

Encrgy-Related Businesses

Net contributions from energy-related businesses inereosed by $13 million in 2014 compured with 2013, During 2014, PPL Energy Supply recorded 2 §17
million increase to "Energy-related businesses” revenues on the Statement of Income reiated to prior periods and the timing of revenue recogaition fora
mechanical contracting and engincering subsidiary. Sec Note | to the Financial Statements for additional information.

Other Operation and Maintenunee

The increasc (decrease) in other operation and mainienance was due to;

2004 vs, 2013 2013 vs, 2012

Fossil and hydroclectric plants (a) $ ("4) 8 41
PPL Susquehanna (k) 28 [E)]
PPL EnergyPlus (c) 1 {18)
Bargaining unit one-time valuntary retirement benefits (Nate 13) 17

Separation benefits related to spinofT of PPL Energy Supply (Note 8) 16

Other (3) 9
Tﬂm[ H s“;!i

{a) The decrease in 2014 compared with 2013 was primarily due to a $65 million impairment charge in 2013 related 1o the Coretic plant and the climination of $20 million of rent
expense associsted with the Colsirip lease which was ferminated in December 2013 The increase in 2013 compared with 2012 was primarily duc o the $65 million impairment
charge in 2083 reluted to the Carette plant, purtially ofTset by lower fossit and hydrocelectric expenses of $24 million, lorgely driven by lower outape expenses in 2003, Ses Note
i6 1o the Financial Statements for additional information on the Corette plant impairment.

{B) The increase in 2014 compared with 2013 was primarily due to project expenses, including refueling outage expenses.
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(¢} The decrease in 2013 compared with 2012 was primarily due to SMGT filing under Chapter 11 of the U.S. Bankrupicy Code. $11 million of receivables hilled to SMGT were
fully reserved in 2012,

Loss on Lease Terminution

A 3697 million charze was recorded in 2013 for the termination of the Colstrip operating lease to facilitate the sale of the Montana hydroclectric generating
facilitics. Sec Note 8 to the Financin) Statements for additional information.

Depreciation

Depreciation decreased by $2 million in 2014 compared with 2013, primarily due to decreases of $15 million from the impaimment recorded at PPL Montana
for the Corette plant and the writc-down of assets in conjunction with the termination of the operating lease at the Colstrip facility, both of which occurred in
2013, These decreases were partistly offsct by increases of $13 million from PP&E additions in pan due to the completed PPL Holtwood project in

2013, Sec Note 16 1o the Financial Statements for additionn! information on the Corette impairment and Note B to the Financial Stotements for information
on the Colsirip operating lcasc termination.

Depreciation increzsed by 527 million in 2813 compared with 2012 primarily duc to net PP&E additions.

Taxes, Other Than Income

Taxes, other than income increased by 34 million in 2014 compared with 2013 due to an 58 million increase in state gross receipts tax offset by a $4 million
decrease in state capital stock tax.

Other Tncome {Expense) - net

Other income (expense) - net decreased by $2 mitlion in 2014 compared with 2013 and increased by $13 million in 2013 compared with 2012, The deercase
in 2014 compared with 2013 resulbted from 2013 including a gain of $8 million related to adjustments to liabilities for o PPL Energy Supply former mining
subsidiary portinlly offset by a $5 million increase in 2014 in net camnings on NDT funds. The inerease in 2013 compared with 2012 primarily related to the
former mining subsidiary's gains discussed above.

Interest Expense

The increase (decrease) in interest expense was due to:

014 vy, 2083 2003 vs, 2012
Long-term debt interest expense {a) s (50) § 1
Short-term debi interest expease 7 (1]
Capitalized intzrest (b) 14 2
Net amertization of debt discounts, premiums and issunnce costs 4) [4)]
Other 2) 1
3 (35) § 1

Tatal

(8) The decrease in 2014 compared with 2013 was primarily due w the repayment of debt in July and Decetnber 2013,
(b} The increase in 2014 compored with 2013 was primuarily due to the Holtwood ydroeleetric expansion project placed in service in November 2013,

{ncome Taxes

The increase (decrease) in income taxes was duc to:

2004 vs. 2013 2003 vs. 2012
Change in pre-tax income at current period tax rates [ 298 % (439)
State deferred tux rate change () (16) kT
Federa) income tux credits (h) 8 3
Federal and stale tax reserve adjustments (¢) (6} 8
Other {9} {1
Total s 275 § (395)

{a) Changes in staic appertionment resubted in reductions to the future estimated state 1ax rate a1 December 31, 2014 and 2012, and an increase to the future estimated stale 1ax rate ol
December 20813, PPL Encrgy Supply recorded an insignificant deferred 1ax benefil in 2014, o $15 million deferred tax expense in 2013, and 2 $19 million deferred tax benefit in
2012 related to its state deferred wnx linhilities.
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(b} During 2013 and 2012, PPL Energy Supply recorded deferred tax benefits related to investment tax credits on progress expenditures for the Holiwood hydroefectric plamt
expransion. Sce Note 8 to the Finaneial Stutements for additional information.

{c) During 2013, PPL Encrgy Supply reversed $3 million in tax benefits related to 5 2008 change in methed of accounting fur certain expenditures for tax purposes and recorded 34
million in federal tax expense relaied to differences in over (under) payment interest rates applied to oudit claims as o result of the U.S. Supreme Coun decision refated 1o Windfall
Profits Tax,

Sce Note § 1o the Finencial Statements for additional information on income taxes.

Income (Loss) from Discontinued Operations (net of income tuxes)

Income (Loss) from Discontinued Operations (net of income taxes) primariiy includes the results of operations of the Momans hydroclectric generating
fucilitics for all periods presented. Sce "Discontinued Operations - Montana Hydro Sale” in Note 8 to the Financial Statements for additional

information. Income (Loss) from Discontinued Opermtions (net of income taxcs) increased by $191 million in 2014 comparcd with 2013 primarsily due to the
gnin on the sale of the Montana hydroelectric generating facilities, and decrcased by $14 million in 2013 compared with 2012 primarily due to lower energy

margins due to lower cnergy prices.

PIPL Electric: Earnings, Murgins und Stntement of Income Analysis

Enrnings

20t4 2013 2012
Net Income Avaitable 1o PPL 3 263 3 209 8§ 132
Spectal item, pain (loss), afler-tax (2)

Excluding a special item, pre-tax camings in 2014 compared with 2013 increased, primarily duc to retums on additional transmission and distribution
improvement capital investments, lower other operation and muinicnance expense and a benefit from a change in estimate of o regulatory liability, pantially
offset by higher interest expense and depreciation.

Pre-tax comings in 2013 compured with 2012 increased, primarily due to higher distribution base rtes that became effective January 1, 2013, retums on
additionn} transmission capita] investments, and lower operation and maintenance expense due to lower storm costs, partially offset by higher deprecintion.

The table below quantifics the changes in the components of Net Income Available ta PPL between these periods, which reflect amounts classified as
Pennsylvania Gross Delivery Margins and a certain item that management considers special on scparte lines within the table and net in their respective
Statement of Income linc items. See PPL's Results of Operations - Sepment Eamings - Pennsy!vania Regulated Segment for details of the special item.

24 vs. 2013 2413 vs. 2012

Pennsylvania Gross Delivery Marpins s 118 % 114
Oihet operation and maintenance 13 oX|
Deprecintion {7) (18)
Taxcs, ather than income 3
Other Income (Expense) - net 1 (3)
Interest Expense {14} {9}
Income Toxes (55) (39)
Distributions on Preference Siock 4
Special ifem, afier tax i2)

el 5 54 2_ 77

Murpgins

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

The following tables contain the components from the Stotements of income that are included in this non-GAAP finoncial measure and o reconcilistion to
"Opcrating lncome."
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Operating Hevenues

Operating Expenses
Enerpy purchases
Enceygy purchoses from afTilinte
Other operation and
maintenance
Deprecintion
Taxes, other than income
Total Operating Expenses

Total

Operating Revenues

Opuruting Expuenses

Energy puschases

Energy purchoses from offilinte

Otlier aperation and

maintenance
Depreciation
Taxes, other than income
Total Operating Expenses

Total

(0} Represents amounss excluded from Margins.
{b)  Asreported on the Statements of fncome.

Statement of Income Ananlysis —

2014 3
PA Gross PA Gross
Delivery Operating Delivery Operating
Marging Other {u) Income () Margins Other (1) Incore (b}
2,044 5 2044 8 1,870 s 1,870
547 587 588 588
L) .2] 51 51
113 440 543 82 8 449 531
1. LBS 178 178
98 9 107 05 8§ 103
872 434 1,506 816 635 1.451
1,172 (634) § 538 1.054 § {635y § 419
2012
PA Gross
Belivery Operating
Margins Other (0} Income (h)
1,763 5 1,763
550 550
T8 74
14 472 5
L6l (1)
91 14 105
523 {21 1.469
940 646) § 294

Certuin Operating Revenues and Expenses Included in "'Pennsyivania Gross Delivery Margins”

The following Statement of Income line items are included above within "Pennsylvania Gross Delivery Margins" and are not discussed separately.,

Operaling revenucs
Enerpy purchoses
Encrygy purchases from affiliate

Other Operation and Muaintenance

The increase (decrease) in other operation and maeintenance was due to:

Act 129 costs incurred (n)
Vegetation management (b}
Payroll-related costs (c)

Allocation of certain corpurate support group costs

Storm costs (d)

Bargaining unit one-time voluntary retirement benefits (Note 13)

Other
Total

20104 vs. 2013

2013 vs. 2002

$ 174
)
38

204 vs. 20013

H 107
kL]
(27

2003 vs. 2012

$ 6 8 24)
4) 12
(16) 4
7 (L)
|1 (26)
k!
(2) (1)
3 12 § {45)
T

(n) Relates to expenses associnted with PPL Electric's PUC-approved energy cfficiency and conservation plan with programs starting in 2010, These expenses are recovered in
customer rotes. The decrease in 2013 compared with 2012 resuelts from the number uf programs and the timing of such programs. Phase | of Act 129 clased in May

2013, Thase 2 programs began in June 2013
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(b) The increase in 2013 compared with 2012 was due to increased activities related to maintining and increasing system reliability Tor both the transmission and distribution systems.
(c) The decrease in 2014 compared with 2013 was due to lower headeount, less maintenance work and more focus on capital projects in 2014,
(d) The increase in 20F4 compared with 2013 was due o more storm events. The 2012 expenses were unusually high due to Hurricane Sandy expenses.

Depreciation

Depreciation increased by $7 million in 2014 compared with 2013, and by $18 million in 2013 compared with 2012, primarily due 1o transmission PP&E
additions as well as ndditions reloted to the oagoing efforts to ensure the reliability of the delivery system and the replacement of aging infrastructure.

Financing Costs

The increase {(decrease) in financing costs was due to:

2014 vs, 20123 2003 v, 21112
Long-term debt interest expense (a) H 15 § 12
Distributions on Preference Siock (b} {4)
Other (1) (3)
Totu] 5 14 5 3

{a} The increase in 2014 compared with 2013 was due to debt issuances in June 2014 and July 2013, The increase in 2013 compared with 2002 was due 1o debt issuances in July
2013 and August 2012,
(b) The decrease in 2013 compared with 2012 was due to the June 2012 redemption ol all 2.5 million shares of preference stock.

Income Taxes

The increase (decrease) in income taxes was duc to:

2014 vs, 2011 2013 v, 2012
Change in pre-tux income at current perjod tax rates 5 443 47
Federal and stute tax reserve adjustments (o) .1 {1}
Federal nnd staie tax retumn adjustments 2 (8
Other {Z) 2
Total $ 52§ 40

{n) PPL Eleetric recorded o tax benefit of $7 million during 2013 and $6 mitlion during 2(H2 to federal and state income tax reserves related to stranded costs securitization. The
reserve balanee at December 31, 2083 related to steanded costs seeuritization was 2ero

See Note 5 to the Financial Statements for additional information on income taxcs.

LKE: Earaings, Margins and Statement of Income Analysis

Earnings
2014 2013 2012
Net Income $ 344 8 347 8 219
Special ilems, gains {losses}, after-lax 3 {16}

Enamings in 2014 compared with 2013 decreased primarily due to higher operation and maintenance expense driven by the timing and scope of scheduled
generation maintenance outages, higher bad debt expense, storm-relnted expenses, higher financing costs and higher deprecistion expense partinlly offset by
retums on additional environmental capital investments snd higher sales volumes. The changes in sales volumes were driven by unusually cold weather in
the first quarier of 2014,

Exchuding special items, camings in 2013 compared with 2012 increased primarily due to higher clectricity and gas base rates that went into cffect January 1,
2013 and returns on additional environmental capital investments.

The table below quantifies the changes in the components of Net Income between these periods, which reflect amounts clossified as Margins ond cenain

iterns that management considers special on separate lines within the toble and not in their respective Statement of Income [inc items. See PPL's "Results of
Operalions - Segment Eamings - Kentucky Regulmed segment” for details of the special items.
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2014 vs 2013

2003 va. 2012

Margins - 220
Other operation and mainlenance (35) t5)
Depreciation {14) 34)
Taxes, other than income {3) 48}
Other Income (Expense)-net (1) 7
Interest Expense 22) &
Income Toxes 3 {84)
Specinl items, olier-tax {3) 19
Total [RT 128
Margins

"Margins" is a non-GAAP financial pedormance mensure that munogement utilizes os an indicator of the performance of its business. See PPL's "Results of
Opcrations - Margins” for an explanation of why munagement believes this measure is useful and the undedying drivers of the changes between
periods, Within PPL's discussion, LKE's Margins are referred to as "Kentucky Gross Mamgins."

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and a reconciliation to

“Operating Income,”

014 2013
Operating Oprrating
Murgins {ther (u) Incume (1) Marypins Other (a) Incume ()
Operating Revenues 5 3,168 s 3,168 2976 5 2,976
Operatlag Expenses
Fuel 965 965 H94 896
Energy purchoses 253 253 207 217
Other operation and maintenance 99 716 815 oy 8 681 78
Depreciation il 343 354 5 329 334
Taxcs, other than jncome 2 50 52 I a7 AR
Total Operating Expenses 1,330 1109 2,439 1216 1.057 2273
Total $ 1,838 % {1,109} § 729 1,760 5 (1,057} § 703
§— = _ m— —
2062
Operating
Marpins {ther (1) Inceme (v
Operating Revenoes - 2,159 2,759
Operating Expenses
Fuel 872 872
Encrgy purchascs 195 195
Other operation and maintenance 101§ 677 778
Depreciation 50 295 346
Taxes, athier than income 46 46
Tolal Operuting Expenses i,21% 1oi4 2.237
Total 3 1,540 % [1,018) 522
—_—

(o) Represents amounts excluded from Margins.
(b) Asreported on the Statements of fncome.,

Statement of Income Analysis —
Certain Operating Revenues and Expenses Included in “Marpins”
The following Statement of Income line items and their related increase {decrease) are included above within "Margins” and are not discussed scparately.

2014 vs. 2013 2013 vs. 2002

Operating Revenues s 192 § 217
Fuel 69 3
Energy purchases 36 o)
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Other Operation and Maintenanee

The increase (decrease) in other operation and maintenance was due to:

2004 vs 20013 2013 vs, 2012
Timing and scope of scheduled generation maintenonce outages H 14 3 {21)
Bad debt expense g (5}
Storm expenses 8 3
Gas maintenatice 3
Other (a) 3 bk
Total 3 e

{a) The increase in 2013 compared with 2012 was primarily duc to $9 million of higher expenses related to software maintenance and property and liability insurance expenses, $6
million of increased generation expenses and $4 million of adjustments to regulutory sssets snd liabilitics.

Depreciation

The increase (decrease) in depreciation was due to;

2014 vs, 2013 2413 vs, 2012
Additions to PP&E, net ] 0 8 10
Lower depreciation rates effective Junuary I, 2013 {0} {23}
Tota! s 20 § (12)

(a) A result af the 2012 rate case.
Other Income (Expense) - net

Other income (expense) - net increased by $8 million in 2013 compared with 2012 primarity due to losses from the EEl investment recorded in 2012, The
EEIl investment was fully impaired in the fourth quanter o 2012,

Other-Than-Temporary Impairments

Other-than-tempomry impairments decreased by $25 million in 2013 compared with 2012 due to a $25 million pre-tax impainnent of the EE] investment in
2012. Scc Notes 1 and 16 to the Financial Statements for additional information.

Interest Expense

Interest expense increased by $22 mitlion in 2014 compared with 2013 primarily due to the issuance of $500 million of First Mongage Bonds in November
2013 and higher shon-tenn debt balances in 2014,

Interest expense decreased by $6 million in 2013 compared with 2012 primarily due to amortization of a fair market value adjustment of $7 million in 2013,

Income Taxes

The increase (decrease) in income texes was due to:

2004 vs, 2013 203 vs, 2012
Change in pre-tax income s 15 86
Net operating loss carryforward adjustments {a) g
Other 2 5
Totml 5 3 8 1680

(8) Adjustments recorded in 2012 1o deferred taxes reloted to net eperating loss carryforwards based on income tax return adjustments.




Inceme (Loss) from Discontinued Operations (net of income tnxes)

Income (loss) from discontinued operations (net of income taxes) increased by $8 million in 2013 comparcd with 2012 primnrily duc 1o an adjustment in
2012 1o the estimated liability forindemnifications related to the tenmination of the WKE lease.

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

4 2012 12

Net Incame s 169 § [63 § 123

Enmings in 2014 compared with 2013 increasced primarily duc to retums on additionai environmental capital investments snd higher sales volume partially
oftsct by higher operation and maintenance driven by storm-related expenses, financing cosis, depreciation and income tax expense, The changes in sales
volume were driven by unusualiy cold weather in the first quaner of 2014,

Eamings in 2013 compared with 2012 increased primarily due to higher electreity and gas base rates that went into effect January 1, 2013 and retums on
ndditional environmental capital investments.

The table below quantifies the changes in the components of Net Income between these perieds, which reflect amounts classified as Margins within the table
and not in their respective Statement of Income line items.

2004 ve 21D Z000 vs. 2012

Margins 5 42 8 64
Other operation and maintenunce (4) anm
Deprecintion (N k)
Taxes, other than income ()
Other Income (Expense) - net (1) 1
Interest Expense (15) 8
Income Taxes {9) (25)
Taotal ] [ 40
Margins

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

The following tables contain the components from the Statements of Income that are included in this non-GAAP financial measure and 1 reconciliation to
"Operating Income.”

2004 2013

Operating Operuting

Marging Othier {u) Incame (0} Marpius Otleer (a) Incatne (b}
Operating Revenues 5 1,533 5 1,533 M 1,410 5 1,410

Operating Expeases

Fuel 404 404 367 367
Enerpy purchases 244 244 205 205
Other operation and mainterance 47 5 332 379 45 5 328 373
Depreciatton 4 153 157 2 146 148
Taoxes, other than mcome 1 24 15 24 24
Total Gperotinge Expenses 0 509 1.209 619 498 i.017
Total 3 833 § {509} § 324 3 791 § {494) 3 293



2012

Operating

Marpins Other {u) Income (h)
Operating Reveues 5 1,324 1 1,324

Operating Expenses

Fuel 374 34
Energy purchases 175 175
Other aperation and mainienance 45 3 k1L 363
Depreciation B 139 152
Taxes, ether thon income 23 23
Tatal Operating Expenses 597 494 (RLY)
Tatal 3 27 5 (490 $ 237

{2} Represents amounts exciuded from Margins.
(B} Asreported on the Statements of Income

Statement of Income Analysis —
Certain Operating Revenoes und Expenses Included in "Margias"

The following Statement of Income line items and their related increase (decrease) are included sbove within "Margins” and are not discussed separately.

2004 vs. 2013 2003 v, 2002
Retail and wholesale 1] 94 § 104
Electrie revenue from affiliae 28 (18)
Fucl 37 {7}
Energy purchases 35 33
Energy purchases from affiliate 4 {2)
Other Operution and Mainteaunce
The increase (decrease) in other operation and maintenance was due to:

20Ed vs. 2003 2003 vs. 2012
Storm expenses $ 4 8 3
Bad debt expense 3
Cas maintenance 3
Other (a) (1) <
Total 5 __& L 10
(a) Theincrease in 2013 compared with 2012 wus primarily due to 56 million of higher expenses related 1o software maintenance and propeny and liahility insurance expenses.
Depreciation
The increase {decrease) in depreciation wus duc to:

2014 vs, 2013 2413 vs, 2012
Additions 1o PP&E, net H g 5 4
Lower depreciation rates cffective January 1, 2013 (a) (L]
Toral 5 33 4

(8} Aresultof the 2012 rate case.
luterest Expense

Interest expense increased by $15 million in 2014 compared with 2013 primarily due to the issuance of $250 million of First Mongage Bonds in November
2013 and amontization of a fair matket value adjustment of $7 million in 2013,

Interest expense decreased by $8 million in 2013 compared with 2012 primarily due to amortization of a fair market value adjustment of 87 million in 2013.
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income Taxes

Ineome tuxes increased by 89 million in 2014 compared with 2013 and increased by $25 million in 2013 compared with 2012 primarily due to the change in
pre-tax income.

Sec Note 5 to the Financial Statements for additional information on income taxes.
KLUt Earnings, Margins and Statement of Income Analysis

Earnings

2014 2013 2012

137
{15

Net Income s 220 §
Special items, zains (losses), after o

ta
I3
— e
[

Excluding special items, camings in 2014 compared with 2013 decreased primarily due to higher other operation and maintenance expense driven by the
timing and scope of scheduled generation maintenance outages, higher financing costs and higher depreciation expense partially offset by retums on
additional environmental capital investments and higher sales volumes. The changes in sales volumes were driven by unusually cold weather in the first
quanerof2014.

Excluding special items, camings in 2013 compared with 2012 increased primarily duc 1o higher electricity base mies that went into effect Janoary 1,2013
and retums on additional environmental capital invesiments.

The table below guentifics the changes in the components of Net Income between these peniods, which reflect nmounts classified as Margins and centzin
items that management considers special on separate lines within the table and not in their respective Statement of Income line itcms. See PPL's "Results of
Opcrations - Segment Eamings - Kentucky Regulated segment" for details ol these special items.

2004 vy, 23 2003 vs. 2012

Margins 5 i § 156
Othier operation and maintenance {26) (1)
Depreciation (7 (39)
Tuxes, other thun income 3

Other Income (Expense) - net 3 4
Intcrest Expense (7} (1)
Income Taxes (3} (44)
Special ilems, ufter-lax (1) 16
Total [ (# 8 91
Margins

"Margins" is a non-GAAP financial performance measure that management utilizes as an indicator of the performance of its business. Sec PPL's "Results of
Opermtions - Margins" for an explanation of why management believes this measure is useful and the undedying drivers of the changes between
periods. Within PPL's discussion, KU's Margins are included in "Kentucky Gross Mangins.”

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

K] 23

Operating Operating

Margins Qther {(a) Income () Margins Other (o} Tncome (b}
Opcerating Revenues 5 1,737 b 1,737 H 1,635 5 1,635

Operating Expenses

Fuel 561 561 524 539
Energy purclases 111 11 1 #1
Other eperation and mainicnance 52 s 356 408 51 5 330 42
Depreciation 7 190 97 3 183 186
Taxcs, other than income 1 26 27 1 23 24
Total Operming Expcnscs 732 372 1,304 il 534 1,202
Total $ 1.005 $ (572) § 433 $ 964 5 {536) $ 433
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012

Operating

Marpins Other (a) Incame (1}
Operating Hevenues s 1,524 $ 1.524

Operuting Espenses

Fuel 498 498
Energy purchaoses 109 109
Othier operation and maintenance 55 § 29 84
Depreciation 49 144 193
Taxes, other than income 23 23
Total Operating Expenses 71l 396 1,207
Total § 413 § (496} $ 317

(1) Represeats amounts excluded from Margins.
(b)) Asreported on the Statements of Income

Stutement of Incotme Analysis —
Certain Opersting Revenues and Expenses Encluded in "Margins®

The following Statement of Income line items and their related inercase (decrease) are included above within "Margins” and are not discussed scparately.

2004 v, 2013 2003 vs. 2012
Retail and wholesale $ 98 § 1l
Electric revenue from affiliate 4 {2
Fuel 32 |
Enerpy purchuses | (10}
Energy purchases from offiliate 29 (t8)
Other Operation amd Maintenance
The increase (decrease) in other operation and maintenance was due to;

2014 vs. 2013 2003 v M2
Timing zod scope of scheduled peneration mointznance outages 5 14 8 (an
Bad debt expense 3 (2)
Starm expenses 4
Other (a) 3 21
Total $ 26 8 ()

(a) Tie increase in 2003 compured with 2012 was primarily due 1o $7 million of higher expenses related 10 sofiware maintenance and properly and liability insurance expenses, $7
million of increased peneration expenses snd $4 million of odjustments 1o regulatory nssets and linbilities.

Depreelation

The increase (decrease) in depreciation was duc 1o;

20014 vs. 2013 2013 vs, 2002
Additions to PP&E, net $ 11 3 6
Lower depreciation raies effective January 1, 2013 (2 {3
Tatal s 11 § (7)

(a} A result of the 2012 rate case,
Other Income (Expense} - net

Other income {expense) - net increased by $5 million in 2013 compared with 2012 primarily duc to losses from the EEl investment recorded in 2012, The
EEl investment was fully impaired in the fourth quanerof 2012,
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Other-Than-Tempoeracy Impairments

Other-than-temporary impairments decreased by $25 million in 2013 compared with 2012 due to a 325 million pre-tax impuimment of the EEL investment in
2012, See Notes | and 16 to the Financial Statements for additionul information.

Interest Expense

Interest expense increased by $7 miltion in 2014 compared with 2013 primarily duc to the issuance of $250 million of First Mortgage Bonds in November
2013,

Income Taxes
Income taxes increased by $54 million in 2013 compared with 2012 pramarily duc to the change in pre-tux income,
See Note 5 to the Financial Statements for udditional infonmation on income taxes.
Finuneinl Condition
The remainder of this liem 7 in this Form 10-K is presenied on a combined basis, providing information, as applicable, forall Registrants.
Liguidity and Capital Reseurces
{Afl Registrants)

The Registrants' cash fiows from operations and access to cost effective bank and capitul markets are subject to risks and uncenainties. See "Item LA, Risk
Factors” for a discussion of risks and uncennintics that could affect the Registrants’ cash flows.

The Registrants had the followinp at:

Enerpy PPL

I'PL ta) Supply Electrie LKE LG&E kL
BDecember 34, 2014
Cash nnd cash equivolents H 1,751 8 352 % 214 8 2n s 0 s 11
Short-term investments 120
Short-term debt 1,466 630 3575 264 236
Notes payable with offilintes 41
Deecwber 31, 2013
Cash and cash equivalents 1,102 239 a5 35 3 2
Nuotes receivable from affiliaes 150 70
Short-term debt 701 an 245 20 150
Decestiber 31, 2012
Cash and cash equivalents 90l 413 140 43 n 2
Shori-term debt 652 356 125 55 70
Notes payable with offiliates 25

{a) At December 31, 2014, $285 million of cash and cash equivalents were denominated in GBP. If these amounts would be remined as dividends, PPL would not anticipate a
material incremental U.S. tax cost. Historically, dividends paid by foreign subsidiaries have heen limited to distriboticns of the current year's carnings. See Note 5 to the Financial
Statements for additionu] information on undistributed earnings of WPD,

Nct cash provided by (used in) operating, investing and financing activities for the years ended December 31 and the chunges between perods were as
follows,
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Hitd

Opcrating activitics
Investing activities
Financing activities

2013

Opcrating activities
[nvesting activities
Financing activities

20012

Opcrating activitics
Investing activities
Financing oclivitics

2004 vs, 2013 Change
Operating activities
Envesting activitics
Financing activities

2003 vs, 2002 Chanpe
Operating actjvities
Investing activities
Financing aclivities

Cpemting Activities

PeL

The components of the chanpe in cash provided by (used in) opemting activitics were as follows.

2004 vs 2013

Chassgre - Cash Provided (Used):
Net income
Non-cush components
Working capital
Defined bencfit plon funding
(nher operating octivities

Total

2003 vs, 2012

Chunge - Cash Pravided (Used):
Net imcome
Non-cash components
Working capital
Defined benefit plan funding
Other operating activities

Total

(PPL and PPL Encrgy Supply)

A significant portion of PPL's Supply segment and PPL Energy Supply's operating cash flows is derved from its competitive baseload genemtion
activitics. Sec Note 8 to the Financial Statements for information on the anticipated spinoff of PPL Energy Supply, expected to occur during the sccond

Enerpy PrL
PPL Supply Electric LKE LG&E 148
3403 % 462 613 § 959 371 3 566
13,329 497 (791) (L,191) (656) (603}
583 (K46} 367 178 KT a7
2857 % 410 i Chi] k1. 1 445
(4,295) (631) {1,080) (1.502) (577} (853}
1,631 47 442 574 197 358
2,764 % 784 389 § 744 305 $ 500
(3,123) (469) (613) (753) (286) (481
48 (281) 44 0] (22 (30}
546 8 52 90 % 79 5 3% b
%66 1,128 289 3 (eL)] 250
{1,048) {893) {75) (394) 90 (331)
93 % 37 134 % 176 61 § {5}
(1,172} (162) (467) (749} {(291) (373)
1,583 328 394 581 219 344
rrL
Eneegy P
PPL Supply Electric LKE LG&E, KL
G606 % 430 54 % (3 6 5 {8)
(478} (656) {53) 26 91 166
440 {46) 7 (29 (65) (96}
144 ™ 70 123 35 ol
(166} 37 12 (118} {62) {51}
346§ 52 490 5 79 5 % 71
- T
{400y $ [704) 73 5 128 10 3 L]
5435 313 31 40 (3m (68)
{332) G5 t2 iih 12 (15)
34 {38) (34) (98} @2n (44)
236 {10} 53 K7 [i11] 31
93 § (374} i34 § 176 6f $ {5}

quarteraf 2015, PPL Encrgy Supply employs a formal hedging program for its bascload gencration flect, the abjective of which is to provide a reasonable
ievel of near-term cash flow and eamings certainty while preserving upside potential over the medium term to benefit from power price increases. See Note
17 to the Financial Statcments for further diseussion, Despite PPL Energy Supply's hedging practices, future cash flows from operating activities are
influcneced by energy and capacity prices and, therefore, will fluctuate ffom period to period.
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PPL's and PPL Encrgy Supply’s contracts for the sale and purchase of clectticity and fucl ofien require cash collaterl or cash equivalents (c.g. letters of
eredit), or reductions or terminations of o portion of the entire contract through cash settiement, in the event of a downgrade of PPL's or its subsidiaries’ or PPL
Encrgy Supply’s or its subsidiarics' credit ratings or sdverse changes in market prices. For cxample, in addition to limiting its trading obitity, if PPL's orits
subsidiarics' mtings were lowered to below "investment grade” or & further downgrade of PPL Energy Supply's or its subsidiaries’ credit ratings and there was a
10% adverse movement in energy prices, PPL and PPL Encrgy Supply estimate that, based on their December 31, 2014 positions, they would have been
required to post additional collater! of opproximately $427 million for PPL and approximately $321 million for PPL Energy Supply with respect to
clectricity and fucl contracts. PPL and PPL Enengy Supply had adequate liquidity sources at December 31, 2014 if they would have been required 10 post
this ndditional collateral. PPL and PPL Energy Supply have in place risk management programs that are designed to moniter and manage exposure to
volntility of cnsh flows related to changes in energy and fuet prices, intcrest mites, foreign cumency exchange rates, counterparty credit quality and the
operating performance of generating units.

(PPL}

PPL had o $546 million increase in cash provided by operating activitics in 2014 comparcd with 2013.

s Netincome improved by $606 million between the periods. However, this incleded an additions] $478 million of net non-cash benefits, including a
$426 mitlion charge in 2013 to terminate the operating lease arrangement for intesests in the Cotstrip facitity in Montana and acquire the previously
leased interests, a $41 1 million decrease in unrealized losses on hedging activitics, and a $246 million pre-tax gain in 2014 on the sale of the
Montana hydroelectnic generation facilities. These non-cash benefits were pantiatly offset by o $568 million increase in defemed income tax
cxpense. The net $128 million increase from net income and non-cash adfustments in 2014 compared with 2013 reflects the $271 million payment
in December 2013, to terminute the operating lease amangement for interests in the Colstrip facility in Montana and acquire the previously Teased
interests, partially offset by a decline in unrcgulated pross energy margins in 2014.

¢  The 3440 million increase in cash from changes in working capitel was partinlly due to an incrense in taxes payable {(prmanly due to increased
taxable income in 2014), a change in uncenain fax positions between the pedods, lower returns of counterparty collateral and changes in accounts
receivable and unbilled revenue.

» The $166 millien decrease in cash from other operating activities was partially due to net proceeds of $104 million for scitlement in 2013 of forwanl
stafting interest rate swaps.

PPL had a $93 miltion increase in cash from operting activities in 2013 compared with 201 2.
« Netincome deelined by $400 million between the periods, but included net non-cash charges 0f $545 million, These net non-cash charges included

n charpe of $426 million in 2013 to terminate the operating lease arrangement for interests in the Colstrip facility in Montana and tcquire the
previously leased interests, $209 miltion of higher unrealized losses on hedging activitics and $135 million of changes to the WPD line loss
accrual. These non-cash charges were pantially offset by a $352 million decrease in deferred income tuxes. The net $145 million increase from net
income and non-cash adjustments between the perods was pamarily due to higher evenues and marging from regulated utility opemtions, panially
offéct by the $27] million payment in December 2013 to terminate the opersting lease amangement for interests in the Colstrip facility and acquire
the previously leased interests and lower unregulated gross energy margins.

o The $332 million decrease in cash from changes in working capital was primarily due to increases in accounts reccivable (primarily due to extended
payment tetms at LG&E and KU, higher rates and colder weatherin 2013 at LG&E, KU and PPL Elcctric and increases at PPL Energy Supply’s
mechanical contracting business) and ehanges to centain 1ax -related accounts,

o The $236 million increase in cash provided by other opermting activities was partially due to net proceeds of $104 million forsetitement in 2013 of
forward starting interest rate swaps.

(PPL Eneryy Supply)

PPL Encrgy Supply had a $52 million increase in cash provided by operating sctivities in 2014 compared with 2013,
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o Netincome improved by $639 million between the periods, however, this included an additional $656 million of net non-cash benefits, including a
$315 million pre-tax gain in 2014 on the sule of the Montana hydroclectric genermtion facilitics, n $426 million charge in 2013 to terminate the
aperating lease arangement for interests in the Montana Colstrip facility and acquire the previcusly feased interests, and $167 million of lower
unrcalized losses on hedging activitics. These non-cash benefits were pantially offset by o $270 million decrease in deferred income tax benefits. The
net $17 million decline from net income and non-cash adjustments in 2014 compared with 2013 reflects lower unregulnted gross energy marging, higher
operation and maintenance expenses and other factors. Cash provided by operating nctivities in 2014 included a $176 million payment to PPL in
November 2014 to satisfy the tax liability related to the gain on the sale of the PPL Montanz hydroclectric facilities. Cash provided by operating
ectivitics in 2013 included a $271 million payment in December in connection with terminating the operating lease ammangement for interests in the
Montana Colstrip facility and acquiring the previously leased interests.

o Pension funding was $78 million lowerin 2014,

PPL Energy Supply had a $374 million deerease in cash from opemting activities in 2013 compared with 2012, Net income declined by $704 million
between the periods, but included net non-cash charges of $313 million. These net non-cash cherges included a charge of $426 million in 2013 to terminate
the operating bease arrangement for interests in the Montana Colstrip facility and acquire the previously leased interests associated with the lease termination,
$212 million of higherunreatized losses on hedging activities, and a $65 million charge in 2013 for the impairment of the Corette facility. These non-cash
charges were partinlly offset by a $448 million decline in deferred income taxes. The net 3391 million decline from net ineome and non-cash adjustments in
2013 compared with 2012 was primarily duc to a $271 million payment in December 2013, also in connection with terminating the operating lease
arrangement for interests in the Montana Colstrip facitity and acquiring the previously leased interests. The decrease in cash between the periods also reflects
lower unregulated gross enerpy margins in 2013 eompared with 2412,

(PPL Eleciric)

PPL Electric had a $90 million increase in cash provided by operating activities in 2014 compared with 2013.
e Netincome improved by $54 million bewween the perods. However, this included an additional $53 millien of net non-cash benefits, primarily due
to a decrease in deferred income tax expense.

o Pension funding was $70 million lower in 2014,

PPL Electric had o $134 million increasc in cash from operating activities in 2013 compared with 2012,
« Netincome impraved by $73 million between the periods and included net non-cash charges of $31 millien. The 3104 million increase in cosh in
2013 versus 2012 was primarily due to higher distribution base rates that became effective January 1, 2013 and higher tansmission margins from
additional capital investments.

e The 552 million increase in cash from other operating activitics was pantially due 1o changes in centain tax-related accounts.
{LKE}

LKE had a $79 millien increase in cash provided by operating activities in 2014 compared with 2013,

o LKE's non-cash components of tiet income included a $195 million incrense in deferred income taxes primarily due to an inerease in accelerated tax
deprecintion over book depreciation as a result of additional assets in service in 2014,

+ Thedecrease in cash from working capital was driven primarily by an increase in income tax receivable and a decrease of income tax payable from
PPL as o result of the use of excess tax depreciation deductions, and an increase in inventory duc to increesed conl purchases in anticipation of o
cold December similar to that of 2013, panially offsct by decreases in accounts receivable and unbilled revenues due to extended payment terms,
higher rates and colder December weatherin 2013,

o Thedecrease in cash from LKE's other operating activities was driven primerly by $86 million in proceeds from the setttement of interest rate swaps
received in 2013,
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LKE had a $176 million increase in cash provided by openiting activities in 2013 comparcd with 2012,

» LKE's non-cash componcnts of net income included a $121 million increase in deferred income taxes pimarily due to utilization of net operting
losses.

o Thedeercase in cash from working capital was driven primarily by increases in accounts receivable snd unbilled revenues due to extended payment
terms, higher rates end colder December weather in 2013, offset by an inerease in accounts payable duc to timing of fuel purchase commitments and
payments,

s Theincrease in cash from LKE's other operating uctivities was driven primarily by $86 million in proceeds from the settiement of interest mie swaps.

(LO&E)

LG&E had a $5 million increase in cash provided by operating activitics in 2014 compared with 2013,

o LG&E's non-cush componcents of net income included a $92 millton increase in deferred income taxes pimarily duc to an increase in aceelerted twx
depreciation over book depreciation as a result ol additional assets in service in 2014,

» The decreasce in cash from working capital was driven primonly by an increase in income tax receivable from LKE as o result of the use of excess tax
depreciation deductions, and an increase in accounts receivable from affilintes, partislly offset by decreases in accounts receivable and unbilled
revenues due to extended payment terns, higher rates and colder December weather in 2013,

¢ The decrease in cash from LG&E's other operating activities was driven primarily by 343 million in proceeds from the settlement of interest rate
swaps received in 2013,

LG&E had a $61 million increase in cash provided by operating activitics in 2013 compared with 2012,

»  The increase in cash from working capital was driven primarily by an incresse in accounts payeble due to timing of fitel purchase commitments and
payments and an increase in necrued taxes due o decreased payments for property texes in 2013, panially offset by increases in accounts receivable
and unbitled revenues due 10 extended payment terms, higher rates and colder December weatherin 2013, and higher fuel and underground gas
storoge inventory in 2013 attributable to an increasce in fuel and noteral gas prices.

o Theincrease in cash from LG&E's other operating activities was driven primarily by $43 million in proceeds from the settlement of interest rate
swips received in 2013,

(KU)

KU had a $71 million increase in cash provided by operating activitics in 201 4 compared with 2013,

« KUs non-cash components of net income included a $155 million increase in defemed income taxes primarily due to the utilization of net opemting
losses and an increase in accelerted tax depreciation over hook depreciation as a result of additional assets in service in 2014,

o The decrease in cash from working capital was driven primarily by an increase in income tax receivable and a decrease of income tax payable from
LKE us a result of the use of exeess tux depreciation deductions, and an increase in inventory due 1o increased coal purchases in anticipation of'a
cold December similar 1o that of 2013, partiully offset by decreases in accounts receivable and unbilled revenues due to extended payment temms,
higher rates and colder December weather in 2013 and an increase in accounts payable to affiliates.

o Thedecrease in cash from KU's other operating activities was driven primarily by $43 million in proceeds from the settlement of interest rate swaps
received in 2013,

KU had a §5 million deerease in cash provided by operating stetivities in 2013 compured with 2012,
¢ The decrease in cash from working capital was driver primarily by increases in accounts reecivable and unbilled revenues due to extended poyment

terms, higher rates and colder December weather in 2013, offset by an increase in accounts payable due to timing of fuel purchase commitments and

payments.
o  Theincrease in cash from KU's other operating activities was driven primarily by $43 million in proceeds from the settlement of interest mte swaps.

Investing Activilies
(Afl Registranis)

The components of the change in cash provided by (used in) investing activitics were as follows.
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rrL
Encrpy PrL

rL Supphy Electric LKE LGRE KL
2014 vs. 2013
Change - Cush Provided (Used);
Expenditures for PP&EE 5 12a g 167 § (28} § 172 5 {7 § 251
Acquisitions & divestitures, net L0 900
Notes receivable with affiliates
nclivity, net 300 140
Restricted cash ond cash
cquivolent nctivity (69) (#6)
Purchase and sale of
investments, net {121} ()
Other investing octivities 134 148 17 (1) (1)
Tatal 3 b § LI2E § 89 § s 7% 3 250

2003 vs. 2012

Change - Cush Provided (Used):
Expenditures fur PPEE s (1,107) § 65 8 (279) § (hh6) § (291) § (375)
Acquisitions & Jivestitures, net #4 B4
Notes receivable with olTiliates

activity, net (198) (150} (R5)
Restricted cash and cash
cquivalent activity 16) (126)
Other investing nctivilies {33} 13 {34) 2 rl
Total $ (1.172) § {163) $ (467} § (749) § 291) § (373)

(PPL)

For PPL, in 2014 compured with 2013, the decrease in "Expenditures for PP&E” was panially duc to expenditures made in 2013 for the Holtwood
hydmoclectric expansion project at PPL Energy Supply and construction of Cance Run Unit 7 for both LG&E and KU, partially offset by expenditures made in
2014 at WPD (primarily due 10 projects to enhance system relinbility and the cffect of foreign cumency exchange rates). "Acquisitions & divestitures, net”
reflects the 201 4 sale of PPL Montana's hydroclectric generation facilities. Sec Note 8 to the Financial Statements for additional information. The chunge in
"Other investing activities” was the result of investing inflow of' $ 164 million, in 2014, from U.S. Depanment of Treasury grants for the Rainbow and
Holtwood hydroclectric expansion projects.

For PPL, in 2013 compared with 2012, the change in "Expenditures for PP&E" was due to increased spending on projects to enhance system reliability at
WPD and PPL Electric, the Susquehunna-Roseland transmission project at PPL Electric, environmental air projects at LG&E's Mill Creck and KU's Ghent
plants, construction of Cane Run Unit 7 for both LG&E and KU and coal combustion residuals projects at KU's Ghient and E'W. Brown plants. The change in
"Restricted cosh and cash equivalent activity” was primarily reloted to margin deposit retums in 2012 at PPL Energy Supply.

(PPL Encrgy Supply)
For PPL Energy Supply, in 2014 compared with 2013, the decrease in "Expenditures for PP&E" was punially due to expenditures made in 2013 forthe
Holtwood hydroelectric expansion project. "Acquisitions & divestitures, net” reflects the 2014 sule of PPL Montana's hydroelectric gencration facilities. See

Notic 8 to the Financial Statements for additional information. The change in "Other investing activities” was the result of investing inflow of $164 million,
in 2014, from U.S. Department of Treasury gronts for the Rainbow and Holtwood hydroclectric expansion projects.

For PPL Encrgy Supply, in 2013 compared with 2012, the change in "Acquisitions & divestiturs, net” nelated to the disbusement in 2012 for the [ronwood
Acquisition, The change in "Notes receivable with affiliates, net” resulied from repayments received in 2012, The change in "Resiricted cash and cash
cquivalent activity™ was primarily related to margin deposit retums in 2012,

(PPL Electric)

For PPL Electric, in 2014 compared with 2013, the change in "Noles receivable with affiliates, net” resulted from proceeds received in 2014 from repayments.



For PPL Electric, in 2013 compared with 2012, the change in "Expenditures for PP&E" was duc to increases for projects to enhance system reliability and the
Susquehunna-Roscland transmission project,

(LKE)

In comparing 2014 with 2013, cash used by investing activities decreased as a result ofthe decrease in expenditures for KU, partially ofiset by the increase in
expenditures for LG&E. The decrease in expenditures for KU was primarily due to lower expenditures for the construction of Cane Run Unit 7 and coal
combustion residuals projects at the Ghent and the E.W. Brown plants, partinlly offsct by higher expenditures for environmenta! air projects at the Ghent and
the E.W. Brown plants. The increase in expenditures for LG&E was primarily due to environmental air projects at the Mill Creck plant and the gas service
riscr program, partially offsct by lower expenditures for the construction of Cane Run Unit 7.

In compuoring 2013 with 2012, cash used by investing activities increased s o resubt of the incrense in expenditures primarily due to environmental air
projects at LG&E's Mill Creck and KU's Ghent plants, construction of Cane Run Unit 7 for both LG&E and KU and coal combustion residuals projects at KUs
Ghent and EW. Brown plants.

(LG&E)

In compuring 2014 with 2013, cash used by investing activitics increased ss a result of the increase in expenditures primarily due to environmental air
projects at the Mill Creck plant and the pas service rser program, partially offéet by lower expenditures for the construction of Cane Run Unit 7.

In compuring 2013 with 2012, cash used by investing activities increased as o result of the increase in expenditures pimanily due 1o environmental air
projects at the Mill Creek plant and the construction of Cane Run Unit 7.

(KU)
In comparing 2014 with 20113, cash used by investing activities decreased as a result ofthe decrease in expenditures primarily duc to lower expenditures for
the censtruction of Cane Run Unit 7 and coal combustion residuals projects at the Ghent and the E'W. Brown plams, pantiolly offset by higher expenditures

for environmental air projects at the Ghent and the E.W, Brown plants,

In comparing 2013 with 2012, cash uscd by investing activities increased as a result of the increase in expenditures primarily due to environmental air
projects at the Ghent plant, construction of Cane Run Unit 7 and conl combustion residuals projects at the Ghent and E.W. Brown plants.

{All Registrants)

Sce "Forecasted Uses of Cash” for detadl regarding projected capital expenditures for the years 2015 through 2019,
inancing jvitigs

(Al Registrants)

The components of the change in eash provided by (used in) financing activities were as follows,

PIi'L
Energy PrL
I'PPE Supply Electrie LKE LG&E KL

2004 va. 2013
Change - Cash Provided (Used):

Debt issuance/retirement, net ] (1,541) § 438 8 {62) § (496) § {248) § (248)

Stock isswances/redemptions, net (263)

Dividends (89) (31} (13} 24)

Capital contributions'disiributions,

net (2.336) 58 (7 71 {66)

Changes in net shori-term debt () 728 986 (4 276 279 a

Other financing nctivitics 117 13 1 1 1
Total 3 (1.048) § {#93) § i75) § (396) § 90 § {331)
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L
Enerpy PPL

I'"L Supply Electrie ILKE LG&E KL
13 vs. 2OE2
Chunge - Cash Provided (Used):
Debt issuance/retirement, net s 176 § (738) % 99 % 496 $ 248 3 248
Stock issuances/redemptions, net 1,515 250
Dividends (45) {3 (24) (24)
Capital contributions/distributions,
net 1,393 55 144 e 157
Chunges in net shori-term debt {0) (25) (3i2) 20 (55) (90) (1]
Other finnncing activitics {38) {15} [ {4) {1) {1}
Total s 1,583 § 328 5 398 § SHL % 219 3 KR

(1) Includes net increase (deerease) in notes poyable with affiliates.
(PPL)

In 2014, PPL required $1.05 billion less cash from finuncing activities primarily duc to improvements in cash from operations of $546 million and the
proceeds of $164 mitlion from the U.S. Department of Treasury grants (as described in "Investing Activitics” above) and the use of cash on hand which
helped support the significant capital expenditure programs of ils subsidiaries.

In 2013, PPL required $1.6 billion additional cash from financing activities primarily to suppon the significant capital expenditure programs of its
subsidiarics. Financing nceds were pantiatly mitigated by $93 million of additional cosh provided by operating activitics.

(PPL Energy Supply)

In 2014, financing activities included distributions of $836 million to PPL of the proceeds from the PPL Montana hydroelectric generation facilities sale, net
ofa tax liabiiity punyment discussed in "Operating Activities" above, and proceeds from the U.S. Department of Treasury PPL Holtwood 1ax grant (See Note §
to the Financial Statements for information on these transactions. Both receipts are included within "Investing Activities” above.).

In 2013, financing activitics included net capital contributions el'$1.1 billion from PPL to PPL Energy Supply to fund the debt maturities discussed below,
to repay shont-tenn debt and to terminate the operating lease armngement for interests in the Montana Colstrip facility and acquire the previously leased
interests. Debt repayments included the $300 miilion debt maturity and the $437 million repayment of outstanding debt related 10 the acquisition of the
previously leased Lower Mt. Bethel facility.

{PPL Electric)
In 2014, PPL Electric required $75 million less cash from financing activities to suppont its significant capital expenditure program, primarily due to the
receipt of $150 million on notes receivable from affilintes (s deseribed in "investing Activities” above) and improvements in cesh ffom operations ol $90

milon.

In 20113, PPL Electric required $398 million additional cash from financing activities 1o suppont its significant capital expenditure program. Financing nceds
were partialty mitigated by $134 million of additional cash provided by operating activitics.

(LKE)

In comparing 2014 with 2013, cash provided by financing activities decreased as a resuht of the $500 miliion long-term debt issucd by LG&E and KU in
November 2013 and higher distributions 10 PPL, paninlly offset by an increase in short-term debt and an increase in notes payable with affilintes to fund
capital expenditures.

In comparing 2013 with 2012, cash provided by financing activitics incrcased as a result of the long-term debt issuance at LG&E and KU and higher capital

contributions from PPL. The procecds from the issuance of long-term debt were mainly used for capital ex pendituses related to environmental air projects
and the construction of Cane Run Unit 7,
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(LGEE)

In comparing 2014 with 2013, cash provided by financing activitics increused duc 1o an incresse in shor-ierm debt 1o fund capital expenditures snd an
increase in contibutions from LKE, offset by the 3250 million of long-term debt issued in November 2013,

In comparing 2013 with 2012, cash provided by financing activitics increased as a result of the $250 million long-1enm debt issuance. The proceeds from the
issuance of long-term debt were mainly used for capital expenditures related to environmental air projects and the construction of Cane Run Unit 7.

KU)

In comparing 2014 with 2013, cash provided by financing activitics decreased as a result of the $250 million long-term debt issued in November 2013,a
decrease of contributions from LKE and higher dividends to LKE.

In compaeing 2013 with 2012, cash provided by financing activitics increased as a result of the $250 million long-term debt issuance and higher capital
contributions from LKE. The proceeds from the issuance of long-term debt were mainly used for capital expenditures related 1o environmental air projects
and the construction of Cane Run Unit 7.

(Al Registrants)

See "Long-term Debt and Equity Securities” below for ndditional information on current year setivity. Sec "Forecasted Sources of Cash" for n discussion of
the Repistrants' plans 1o issue debt and equity sccurities, as well as a discussion of credit facility capucity available to the Registrants. Also see "Forecasted
Uses of Cash” fora discussion of PPL's plans to poy dividends on common securities in the future, as well as the Registrants' maturities of long-term debt.

Long-term Debt and Equity Securities (PPL, PPL Eneryy Supply und PPL Electric)

Long-temn debt and equity securitics activity for 2014 inchuded:

Debt Net Stock
Issuunces {(a}) Retirementy Lssuasices
FrL ] 296 % 546 8 1,074
PPL Energy Supply 309
PPL Electric 296 10
Not-cosh Transuetiouns:
PPL {h) $ 750 § 750

(8) [lssuances are net of pricing discounts, where applicable and exclude the impoct of debt issuance costs.
(b) Represents the remarketing of Yunier Subordinated Notes that were issued as o component of PPL's 2001 T quity Units and simultaneousty exchanged for Senior Notes,

Sce Note 7 to the Financizl Statements for additional information about long-term debt and cquity securities.

Auction Rate Secugties (LNE, LGEE and KU)

At December 31, 2014, LGEE's and KU's tax-cxempt revenuc bonds in the form of auction mite sccuritics total $231 million (3135 million at LG&E and $96
million at KU). These bonds continue 1o expericnce failed nuctions and the interest rate continues 1o be sct by a formula pursuant to the relevant indentures.

For the period ended December 31, 2014, the weighted-average rate on LG&Es and KU's auction rate bands in total was 0.15% (0.14% at LG&E and 0.16%
at KU).

Forecasted Sources of Cash

(All Registrants)

The Registrants expect 1o continue 10 have adequate liquidity available from operating cash flows, cash and cash equivalents, eredit facilitics and
commercial paper issuanees. Additionally, subject to market conditions, the Registrants and their subsidiaries may access the capital markets, and PPL
Electric, LKE, LG&E nnd KU anticipate receiving equity contributions from their parent or memberin 2015, As a result of the proposed spineff of PPL

Encrgy Supply to form Talen Encrgy, PPL Encrgy Supply does not expect to receive cash cquity contributions from its memberin 2015, Additionally, under
the terms
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of the spinofTagreements with affilintes of Riversione, PPL Energy Supply is gencrally prohibited from making distributions or other paymenis to PPL orany
PPL affilinte that is not a subsidiary of PPL Encrgy Supply, with the exception of specific distributions and other pryments set forth in the spinoff
agreements. These exceptions are generally limited to a planned distribution from PPL Encrey Supply to PPL during the first quarter of 2015 in un amount
not to exceed $191 milljon.

Credit Facilities
The Registrants maintain credit facilities 1o enhiance liquidity, provide credit suppont and provide a backstop to commercial paper programs. Amounts

borowed under these credit facilitics are reflected in "Short-term debt” on the Balance Sheets. At December 31,2014, the tolul committed borrowing
capacity under credit facilities and the use of this borrowing capacity were:

External
Letters al
Credh
apd
Commereial
Committed Paper L nused
Capacity Burrowed Tssucd Cupacity

PPL Capital Funding Credit Facilitics £ 750 s 2l 5 729
PPL Encrpy Supply Credit Pocilities 3150 % 430 259 2,241
PPL Electric Credit Facility 300 i 199
LKE Credit Facility 75 75
LG&E Credit Fuility 500 264 234
KU Credit Facifities 598 434 164
Total LKE Consolidated 1.173 75 69% RiLl

Total U.S. Credit Facilities {n} (b) (c) E 5'32 $ 705§ 979§ 3,689
Tatal LK Credit Facilitics (¢) (4) (<) R B Sy Sa—

{8) The syndicated credit Mucilities, us well as KU's letter of eredit focility, each eantain a finoncial covenant requiring debt to latal capitnlization not 1o exceed 65% for PPL Energy
Supply and 70% for PPL Capital Fundiog, PPL Electrie, LKE, LG&F und KU, as caleulated in accordance with the facility, and ather customary covenants. Sce Note 7 to the
Financial Statements for sdditional information regarding these credit facilities.

th)  The commitments under the domestic credi facilities are provided by a diverse bank proup, with no one bank and its affiliates providing an agprepate commitment of moere than
the following percentages of the total committed copacity: PPL - 10%. PPL Energy Supply - 9%, PPL Electric - 6%, LKE - 21%, LG&E - 7% and KL - 37%,

{c) Euch compony pays cusiomary fees under its respective syndicated credit factlity, us does KU under its letter of credit fzeility, and barrewings penerally bear interest at LIBOR-
hased rates pius an applicable margin

(d) The facilities canwin financisl cuvenanis ro mwaintain an inlerest coverage ratio of oot less than 3.0 times consolidated earnings before income wxes, depreciation and smortization
eod total net debt not in excess of 5% of its RAV, calculated in accordance with the credit Mueility

() At December 31, 2014, the unused capacity under the U K. cammitted eredit facilities was approximately $1 .4 billion The commitments under the U.K 's credit facilities are
provided by o diverse bank group with no one bank providing moere than 13% of the total committed capacity.

In addition to the financial covenants noted in the table nbove, the credit greements poveming the above credit feilitics contain various other

covenants, Fuilure to comply with the covenants after applicable gmce pedods could result in ncceleration of repayment of borrowings and/or termination of
the spreements. The Registrants monitor compliance with the covenants on a repular basis. At December 31, 2014, the Registranis were in compliance with
these covenants, At this time, the Registranis belicve that these covenants and other borrowing conditions will not limit access (o these funding sources,

Asa result of the propesed spinoif transaction, PPL Energy Supply has syndicated a $1.85 billion credit facility which is currently fully committed. This
syndicated credit facility will replace the existing $3 billion PPL Encrgy Supply syndicated credit facility and will be effective upon closing ofthe spinofl
trensaction. See "item . Business" ead "Financial and Opemtional Developments - Other Financial and Opemtional Developments - Anticipated Spineffof
PPL Encrgy Supply" above foradditional information.

During the second quanter of 2014, PPL Energy Supply's corporate credit rating was lowered 1o below investment grade. At December 31, 2014, the
additional collateral posted as a result of the downgrade was § 190 million, PPL Energy Supply primarily issued letters of credit under its credit faeilities
noted above to post the required collateral. PPL Energy Supply continues to have adequate access te the capital markets and adequate capacity under its
credit facilities and does not expect a material change in its financing costs as a result ol the downgrade.
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See Note 7 to the Financial Staternents for lunher discussion of the Registrants' credit facilities.

Intervompany (LKNE, LGEE and KU}

Committed Other tsed L nusedd

Capaciiy Borrowed Capacity Capaciiy
LKE Credit Focility ] 235 % 41 1 184
LG&E Muney Pool (a) 500 s 264 236
KU Muoney Pool (o) 500 236 264

(o) LG&E and KU porticipote in an intercompany agreemen! whereby LKE, LGAFE and‘or KU muke available funds up to $500 millivn af on interest rate bosed on a market index of
commercinl paper issues. However, the FERC has issued o maximum shart-term debt limit for each mility at $500 million fram any source.

Cammercial Paper (Al Registrants)
PPL Electric, LG&E and KU maintain commercial paper programs to provide aa additional finuncing source to fund short-temm liquidity needs, as

necessary. Commercial paper issuances, included in "Shori-term debt" on the Bajance Sheets, are supported by the respective Registrant's Syndicated Credit
Facility. The following commercial paper programs were in ploce at:

December 31, 2004 December 31, 2013
Cammueretal Commuercisl
Paper L nused Paper
Capacily Issuances Capacity Issuunces
PPL Electric $ 300 $ 300 S 20
LG&E 350 § 264 L1 20
KU 350 236 114 150
Total LKE 700 500 200 170
Tata) PPL 5 1000 § 500 § 500 § 150

In August 2014, PPL Energy Supply terminated its commercial paper program.
Long-term Debt and Equity Securities
(PPL}

PPL and its subsidiaries cumrently plan to incur, subject to market conditions, approximately $2.2 billion of long-tenn indebtedness in 2015, of which $600
million is to rfinance cxisting long-term debt.

PPL also plans to issue approximately $200 million of common stock in 2015.
The remaining procecds will be used to fund capital expendilures and for general corporate pumposcs.
(PPL Encrgy Supply)

Subjeet to market conditions, PPL Energy Supply may issue long-lerm debt securities in 2015 1o fund its current debt maturity obligations or for general
corporate purposes, if necessary.

(PPL Elcctric)

PPL Electric cumently plans to issuc, subject to market conditions, approximately $450 million of long-term indebtedness in 201 5, the proceeds of which
will be used to fund capital expenditures and for general corporate purposes.

(LKE LG&E and K1)
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LG&E und KU currently plan to issue, subject to market conditions, approximately $550 million for LGRE and $500 million for KU, of first mongage bond
indebtedness in 20135, the proceeds of which will be used to refinance $500 million of maturing first mortgapge bonds for LG&E and KU (3250 million cach),

10 fund copital expenditures and for general corporate purposes. LKE plans to refinance its $400 million bond maturing in 2015 with proceeds from an
intercompany loan ffom a PPL affilinte.

Comributions from Parent:Member (Al Registrants except PPL)

From time to time, PPL Encergy Supply's and LKE's members or the parents of PPL Electric, LG&E and KU make capital contributions to subsidiaries. The

proceeds from these contributions are used to fund capital expenditures and for other genem! corporate purposes and, in the case of LKE, to moke
contributions to its subsidiaries. PPL Energy Supply does not expect to receive cash equity contributions from its member in 2015,

Forecasted Lises of Cash

{dA!l Regiserants)

In addition to expenditures required for normal operating setivities, such as purchased power, payroll, fuel and taxes, the Registrants currently expect (o incur

future cash outflows for capital expenditures, various contractual obligations, payment of dividends on its common stock, distributions by PPL Encrgy

Supply and LKE to their members, and possibly the purchase or redemption of a portion of debt securitics.

Caprital Expenditures

The table below shows the Registrants' current capital expenditure projections for the years 2015 through 2019, Expenditures for the domestic regulated

utilities are expected to be recovered through mtes, pending regulatory approval,

BRL
Cunstructitn expenditures (a) (h)
Generating facilities
Distribution fucilities
Transmission facilities
Environmental
Other
Toto] Consiruction Expenditures
Nuclear fael

Toual Capital Expenditures
'L Encrizy Supply
Canstruction expenditeres (a) (b)
Generating facilities
Environmental
Other
Total Construction Expenditures
Nuckzar fuel

Total Capital Expenditures
PPL Electric {(n)} (b}
Distribution focilitics
Transmission facilitics

Total Capital Expenditures
LKE (b
Generating [ocilities
Distribution facilitics
Transmission focilities
Environmental
Other

Tuotal Capital Expenditures
LG&E (b}
Generating facilities
Distribution focilitics
Transmission facilitics
Environmental
Other

Tutal Capital Expenditures

Frojeeied

Tutal 205 ZNE6 2017
s 2751 § 523 § 457 § 392 546 R33
9,969 2,035 1,975 1,980 U973 2,006
3,085 746 T48 775 731 685
23l 609 47 394 S 382
380 73 91 78 68 70
19,102 1986 3,678 3,623 3,839 3,976
366 106 §5 120 126 129
5 19668 § 4492 § 3,763 3§ 3,743 3,965 4.105
5 1,317 & 325 5 k1) B 241 281 16y
|33 41 2] 34 13 12
42 9 B 9 B 8
1,481 375 331 284 302 189
566 106 85 10 126 129
$ 2047 § 481 § 416 5 104 424 IR
1) 2383 440 § 462 8 500 500 481
3328 687 694 692 658 597
b3 5711 § 1,127 § 1,156 § [.192 1.15K 1.078
5 1433 % 197 § i56 § 151 265 6hd
1,209 245 231 248 213 241
357 39 53 B4 73 1]
2,196 569 386 364 508 369
294 55 73 62 51 53
$ 5489 $ L1357, -% 920 % 209 1.120 1415
5 595 § 9z s 85 § 69 92 257
742 i58 162 154 129 139
90 16 12 2% 17 20
1,126 kR3] 199 177 261 148
134 25 34 28 23 25
3 2687 3 632 § 492 § 453 321 589
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KL (h)
Generating facilities
Distribution facilities
Transmission facilitics
Environmental
Qther

Total Capital Expenditures

Projected

Total M8 e W7 LIRS iy
5 838 § 105 § 71 3 82 % 173 3 407
467 87 90 94 94 2
267 43 41 39 56 1]
1.070 224 187 187 47 221
57 29 33 34 29 a7
5 2799 % 493 427 % 456 % 599 815

{m} Construction expenditures include copitalized interest and AFUDC, which are expected 1o total approximuoiely $171 mitlion for PPL; 564 million for PPL Energy Supply and $67

million for PPL Eleetric.

(b} The 2015 total excludes smounts included in accounts payahle as of December 3, 2014,

Capital expenditure plans are revised periodically 1o reflect changes in operational, murket and regulatory conditions. Forthe years presented, this table
includes estitnited costs to meet a projected cepacity need at LKE in 2021 and PPL Electric's asset optimization progmm to replace aging transmission and
distribution usscts as well as the Susquehanna-Roscland and Nontheast/Pocono projects. This table alse includes LKE's environmental projeets related to
existing and proposed EPA complisnce standards (actual costs may be significantly lower or higher depending on the final requirements and market
conditions, most environmental compliance costs incurred by LG&E and KU in serving KPSC jurisdictional customers are generally eligible for rcovery
through the ECR mechanism). See Note 6 to the Finencial Statements for information on LG&E's und KU's ECR mechanism and CPCN filing, and Note 8 to
the Financial Staiements for information on significam development plans. See "ltem 2. Properties” for information on planned projects to expand capacity.

In addition to cash on hand and cash from opertions, the Registrants plen to fund capital expenditures in 2015 with proceeds from the sources noted below.

FPL Energy
Source PPL Supply PPL Electric LKE LG&E hL
[ssuance of common stock X
Issuonce af long-tlerm debl securitics X X X X X
Equity contributions from parent/member X X X X
Short-1erm debi X X X X X

X  Expected funding source

Comractual Obligations

The Registrants have nssumed various financizl ebligations and commitments in the ordinary course of conducting business. At December 31,2014,

estimated contractual cash obligations were as follows,

Total 2015 2006 - 2017 2008 - 2019 Alter 20019

IrrL
Lang-term Debt (a) $ 20426 § 1,535 § 1137 794 16,960
Interest un Long-term Debi (h) i6,521 0942 1,747 1.655 12,1717
Operating Leases (¢) 135 36 45 20 34
Purchase Obligations (d} 6,359 2,543 1,800 78% 1228
Other Lang-term Liabilities

Reflected on the Balance

Sheet under GAAP (e} (1) 889 4H1 408
TFotal Contractual Cash Obligotions $ 44,330 S_____S_SB: i_ 5.137 % 3,157 3‘1&?
PI'L Energy Supply
Long-term Debt (a)} $ 2238 % 535 § 358§ 407 934
Intetest on Long-term Debt (b) 799 120 164 117 394
Operating Leases (c) 39 11 21 5  ;
Purchase Obligntions (d) 2,400 790 Bi3 419 378
Cther Long-teem Linbilities

Reflected on the Balance

Sheet under GAAP (e) () 73 73
Total Contractual Cash Obligations 3 3.549 § 1,539 § 1,356 § 348 1,716
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'PL Elvetric
Long-lerm Debt (a)

Interest on Long-term Debt (b)

Purchase Obligations (d)

Other Long-term Linbilities
Reflecied on the Balance
Sheet under GAAP (¢} (f)

Total Contracwal Cosh Obligations

LKE
Long-term Debt (o)

Interest an Long-werta Debi (b)

Operating Leases (c)

Coal and Naiural Gas Purchase

Ohligations (g}

Unconditional Power Purchose

Oblignatians (h)

Coenstructivn Obligations (i)
Pension Benelit Plan Obligations (¢)

Other Obligations

Totat Contractual Cush Obligations

LG&E
Long-term Debi (a)

Interest on Long-term Debt (b)

Cperating Leases {¢)

Coal snd Natural Gas Purchase

Oblipations (g)

Unconditional Power Purchuse

Obligations (1)

Construction Obligations (i)
Pension Benefit Flan Obligations (¢)

Oiher Obligations

Total Contractual Cosly Obligations

KU
Eong-term Debt (o)

Interest ot Long-term Debi (b)

Operating Leases (¢}

Coal apd Narural Gas Purchase

Obligations (g)

Unconditional Power Purchase

Obligations (h)

Construction Ohligations (i)
Pension Benefit Plan Obligations (¢)

Other Obligations

Total Contractual Cash Obligations

Total 2005 2 6-2017 218 - 219 After 2019
2,614 100 $ 2,514
2376 19 229 229 1,799
149 68 45 45 3
32 12
5211 319 274 274 S 1334
4,585 900 219 138 S 3,318
2,767 159 193 293 2012
73 16 19 12 2
1871 732 800 256 83
876 6 53 61 736
875 #01 7
52 52
96 74 15 7
11,105 2,760 1473 767 § 6,195
1,359 250 219 138 % 752
927 47 87 81 712
2R 6 7 4 ]
972 340 137 " 83
607 18 37 42 510
542 472 70
2t 21
31 25 3 2
4R 1.179 861 379 § 2,068
2,101 250 s 1851
1,648 75 149 155 1.269
41 9 12 7 13
H99 392 363 144
269 8 16 19 226
37 313 4
15 15
50 34 1 5
5340 1.096 555 330§ 3359

(1) Refleets principal maoturitics based on stited muoturity or earlicr put dates. See Note 7 to the Finoneial Stiements for a discussion of the remarketing feature related to the REPS, as
well as discussion of varinble-rate remarketable bonds issued on behall of PPL Encrgy Supply, LG&E and KLU The Registrants do not have any significant capital [ease

obligations.

(b} Assumes interest payments through stated matsrity o corlier put dates. For PPL, PIPL Energy Supply, LKE, LOG&E and KU the payments herein are sobject 10 change, as
payments for debr that is or hecomes variable-rate debt have been estimated and for PPL, payments denominaied in British poumds sterling bave been translated to U8, doflarsat a

current foreign currency exchange rate.

{c) See Note 9 to the Financinl Statemnents for additional information.
(d) The amaunts include agreements o purchase goods or services that are enferceable and legally binding and specify all significant terms, including: fixed or minimum quantitics
to be purchascd; Nixed, minimum or variohle price provisions; and the approximate timing of the transsetion  Primarily includes as applicable, the purchase obligations of

clectricity, coal, nuclear fuel and limestone os well us certain construction expenditures, whicl ure also included in the Capital Expenditures table presented shove. Finoncial

swaps (for PPL and PPL Energy Supply) and open purchase orders that are provided on demand with no firm eammitment are excluded from the smounts presented.
(¢} The amounts fur PPL include WPD's contractual deficit pension funding requirements arising from sctuarial valustions performed in March 2013 The UK clectricity regulator
currently aflows o recovery of a substantisl portion of the contributions telating 1o the plan deficil. The amounts also include contributions made or committed 0 be made in
2015 for PPL's and LKE's U.S. pension plans {for PI'L Energy Supply, PPL Electric, LG&E and KU includes their share of these emounts). Based on the current funded status of
these plans, except for WPD's plons, no cash contributions are required. See Note ] to the Fingnciol Statements for a discussion of expeeied contributions.
() At Decemnber 31, 2014, tota) unrecognized tax benefits of $20 millian for PPL and $15 million for PPL Encrgy Supply were excluded from this table as moanagement cannot

reasanably estinate the amound and perjod of future payments. See Note 5 1o the Financial Statements for add itionaf information.
(g) Represents contracts to purchase conl, natural gos and natural pas ransportation See Note 3 to the Financia) Starements for additional information

(b} Represents future minimum payments under OVEC power purchase agreements throeph June 2040, See Note 13 w the Financtal Statements fur additional information
(i} Represents construction commitments, including commitments for the LG&E's Mill Creck and KU's Ghent and EW. Brown environmental air projects, LGAE's and KU’s Cane
Run Unit 7, KU's E W Brown landfill and LG&E's Obio Falls refurbishiment which ore also reflected in the Capital Expenditures table presented above
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Dividends, Distributions
(PPL)

PPL views dividends as an integral component of sharcowncer retumn and cxpects to continue to pay dividends in amounts thot are within the contexi of
maintaining a capitalization structure that supports investment grade credit rtings. Future dividends will be declared at the discretion of the Board of
Directors and will depend vpon future camings, cash flows, financial and legal requirements and other relevant factors ot the time. Subject to certain
exceptions, PPL may not declare or pay any cash dividend or distribution on its capital stock during any period in which PPL Capital Funding defers interest
payments on its 2007 Series A Junior Subordinated Notes due 2067 or 2013 Series B Junjor Subordinuted Notes due 2073, At December 31, 2014, no interest
puyments were deferred.

Al Registrants excepr PPL)

From time to time, as determined by their respeetive Board of Directors or Board of Managers, the Registrants pay dividends or distributions, as applicable, to
their respective shurcholders or members, PPL Encrgy Supply expects to distribute to its member an amount not to exceed $191 million in the fist quanerof
2015. Centnin of the credit facilities of PPL Encrgy Supply, PPL Electric, LKE, LG&E and KU include minimum debt covenant ratios that could efiectively
restrict the payment of dividends or distributions. See "Forecasted Sources of Casht” above for information on additional restrictions on PPL Encrgy Supply's
ability to make distributions to its member, PPL.

(Al Registrants)
See Note 7 to the Financial Statements {or thesc and other restrictions related to distributions on capital interests for the Registrants and their subsidiaries.
Purchase or Redemprion of Debt Securities

The Registrants will continne to evalvate outstanding debt secoritics and may decide to purchase or redeem these sccurities depending vpon prevailing
muarket conditions and available cash.

fiald ey cli g

Moody's, S&P and Fitch have periodically reviewed the credit mtings of the debt of the Registrants and their subsidinries. Based an their respective
independent reviews, the mting agencies may make contain ratings revisions or mtings affirmations. n January 2015, Fitch withdrew its rmtings for PPL, PPL
Capital Funding, PPL Encrgy Supply, PPL Electric, LKE, LG&E, and KU,

A credit rating reflects an assessment by the rating ageney of the creditworthiness associated with an issuer and particular securities that it issves. The credit
ratings of the Registrants and their subsidiaries arc based on information provided by the Registrants and other sources. The mtings of Moody's, S&P and
Fiteh arc not o recommendation to buy, sell or hold any sccuritics of the Registrants or their subsidiares. Such ratings may be subject to revisions or
withdrmwal by the agencies at any time and should be evaluated independently of cach ather and any other rating that may be assigned to the securities. The
credit ratings of the Registrants and their subsidiaries affect their liquidity, access to capital markets and cost of bormowing under their credit facifities.

The following table sets forth the Registmnts' and their subsidiaries’ credit ratings for outstanding debt securities or commercial paper programs ns of
BDecember 31,2014,
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Senlor Lisecured Setior Secured Commereial Paper

[ssuee Moody's S&1 Fitch Moody's H&P Fiteh Mundy's S&P Flich
PPL
WPD Ltd. Ban3 BBB-
WPD (East Midlands} Banl BBB
WPD (West Midlands) Baai BBB
WD (South Wales) Baal BHB A-
WPD (South West) Baal BBR A- P2
PPL Capital Funding Baaj BRB- BBH
PIL and PPL Enerpgy Supply
PIL Enerpy Supply Hal BB BB
PPL and PIPL Electric
PPL Electric AL A- A- p.2 A-2 F2
PP and LKE
LKE Ban2 BBB- BBB+
LG&E Al A- A+ i A2 F
KU Al A- A+ p-2 A-2 P

A downgmde in the Registrants' or their subsidiades' credit rmtings could resuit in higher borrowing cosis end reduced access to capital markets. The
Registmants and their subsidiaries have no credit mting triggers that would result in the reduction of access 1o capital markets or the acceleration of maturity
dates of outstanding debt.

In addition to the credit ratings noted ubove, the rating agencies have taken the following actions related 1o the Registrants and their subsidiarics.

(PPL)

In Junuary 2014, Moody's affirmed its ratings and revised its outlook 1o stable for PPL.

In March 2014, Moody's, S&P and Fitch nssigned rtings of Baa3, BBB- nnd BBB, respectively, to PPL Capital Funding's $350 million 3.95%; Senior Notes
duc 2024 and $400 million 5.00% Scnior Notes due 2044, Fitch also assigned a stable outlook to these notes,

In April 2014, Moody's affirmed its ratings with a stable outlook for PPL WEM, WPD (East Midlands), WPD (West Midlands), PPL WW, WPD (South Wales)
and WPD (South West).

In April 2014, Fitch affinmed its ratings with a stable outlook for PPL and PPL Capital Funding,
In June 2014, Moody's affinned its ratings and revised its outlook to positive for PPL and PPL Capital Funding.

In June 2014, S&P affimmed its ratings for PPL, PPL Capital Funding, PPL WEM, WPD (East Midlunds), WPD (West Midlands), PPL WW, WPD (South Walcs)
and WPD (South West) and placed the issucrs on CreditWatch with positive implications.

In June 2014, Fitch affimmed its ratings with a stable outlook for PPL and PPL Capital Funding.

In August 2014, Fitch affirmed its ratings and revised its outlook to negative for WPD (South Wales). Fitch also affirmed its mtings with a stable outlook for
PPL WW and WPD (South West).

in October 2014, Fitch affirmed and withdrew its long-term and short-term issucr defoult ratings for PPL Capital Funding.

In October 2014, Moody's and S&P affirmed their ratings and outlooks for WPD (East Midlands), WPD (West Midlands), WPD (South Wales) and WPD
(South West). In addition, Moody's and S&P have assigned Baa3, P-3, Stable and BBB, A-2, CreditWaich Positive long and shont-term issuer ratings to
Western Power Distribution Ltd, the new holding company for the four DNOs, following a Icgal entity restructuring implemented in October 2014, The issuer
ratings of PPL WW and PPL WEM have nlso been withdrawn.



(PPL and PPL Encrgy Supply)
In April 2014, Fisch affinned its rtings with a negative outlook for PPL Energy Supply.

In May 2014, S&P lowered its long-term issuer rating and senior unsecured rmting fiom BBB to BB+ und its commercial paper rating and short-tenm issuer
nating from A-2 to A-3 with a stable outlook for PPL Energy Supply.

In June 2014, Moody's Jowered its senior unsecured mting from Ban2 to Bal snd its commercinl paper rating and shori-term issuer mating from P-2 to Not
Prime with a negative outlook for PPL Energy Suppty. Moody's also assigned a Corporate Family Ruting ofBal, a Probability of Default Rating of Bal-PD
and a Speculative Grade Liquidity rating of SGL-1 to PPL Energy Supply.

In June 2014, S&P lowered its long-term issuer rating and senior unsecured rating from BB+ to BB and its commercial paper rating and short-term issuer
rating from A-3 to B for PPL Energy Supply and placed the issuer on CreditWatch with negative implications,

In June 2014, Fitch lowered its long-term issuer default mting and senior unsecurcd debt tuting from BBB- to BB and its commereinl paper mting und short-
term issucr default mting from F3 to B for PPL Encrgy Supply and placed the issuer on Rating Watch Negative.

(PPL and PPL Elecrric)

In January 2014, Moody's upgrded its long-tenm issuer rating and senior unsccured mting from Baa2 to Banl and scnior secured rating from A3 to A2,
affimed its commercial paper mting and revised its outlook to stable for PPL Electric.

In April 2014, Fitch affimmed its rtings with a stable outlook for PPL Electric.
In Junc 2014, S&P affirmed its mtings for PPL Electric and placed the issuer on CreditWatch with positive implications.

In Junc 2014, Moody's, &P and Fitch assigned ratings of A2, A- and A-, respeetively, to PPL Electric's $300 million 4.125% First Mortgage Bonds due
2044, Fitch also assigned s stable outlook to these notes.

In December 2014, Fitch upgraded its long-term issucr mtings from BBB to BBB+ for PPL Elcctric,
(PPL, LKE, LG&E and KU)
In January 2014, Moody's affimed its mtings and revised its outlook to stable for LKE,

In January 2014, Moody's upgraded its long-term issuer ratings and senior unsecured mtings from Baal to A3 and senior sccured ratings from A2 to Al
affinmed its commercial paper ratings and revised its outlook o stable for LG&E and KU.

In February 2014, Moody's effimed its mtings for KU's 2000 Series A Solid Waste Disposal Facility Revenuc Bonds, KU's 2004 Series A and 2008 Serics A
Environmental Facilitics Revenue Bonds and KU's 2006 Serics B Envimnmental Facilities Revenue Refunding Bonds.

In April 2014, Fitch affimed its mtings with o stable outlook for LKE, LG&E and KU.

In June 2014, S&P affinned its ratings for LKE, LG&E and KU and placed the issuers on CreditWateh with positive implications.

In June 2014, Moody's affirmed its mtings and revised its outlook to positive for LKE,

In Junc 2014, S&P offimmed its mtings for KU's 2000 Serics A Solid Waste Disposal Facility Revenue Bonds, KU's 2004 Series A and 2008 Serics A
Environmental Facilitics Revenue Bonds and KU's 2006 Series B Environmentat Facilitics Revenue Refunding Bonds and placed them on CreditWatch with
positive implications.

In September 2014, Moody's affirmed its ratings for KU's 2000 Serics A Solid Waste Di sposal Facility Revenue Bonds, KU's 2004 Series A and 2008 Serics A

Envionmental Facilities Revenue Bonds and KU's 2006 Series B Environmental Facilitics Revenue Refunding Bonds,
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In October 2014, 5&P affimcd its mtings for KU's 2000 Series A Solid Waste Disposal Facility Revenue Bonds, KU's 2004 Series A and 2008 Series A
Environmental Facilitics Revenue Bonds and KU's 2006 Scrics B Environmental Facilities Revenue Refunding Bonds.

In December 2014, S&P confirmed its mtings for LG&E's 2001 Scries A Pollution Control Revenue Bonds, LG&E's 2001 Series B (Louisville/Jefferson
County Metro Govemment, Kentucky ) Pollution Control Revenuc Bonds and LG&E's 2001 Series B (County of Trimble, Kentucky) Pollution Control
Revenue Bonds.

In December 2014, Moody's assigned an Al mting for LG&E's 2001 Serics A Pollution Control Revenue Bonds, LGEE's 2001 Series B (Louisville. Jefferson
County Metro Government, Kentucky) Pollution Control Revenue Bonds and LG&E's 2001 Serics B (County of Trimble, Kentucky) Pollution Control
Revenue Bonds.

In December 2014, Moody's downgraded its long-tem ratings from Aal to Aa2 for KU's 2000 Series A Solid Waste Disposal Facility Revenue Bonds, KU's
2004 Serics A and 2008 Serics A Environmental Facilities Revepee Bonds and KU's 2006 Scries B Environmental Facilitics Revenue Refunding Bonds.

Ratings Tripeers
(PPL}

As discussed in Note 7 to the Financial Statements, certain of WPD's senior unsecured notes may be put by the holders to the issuer for redemption if the long-
term credit ratings nssigned to the notes are withdrawn by any of the mting agencies (Moody's, S&P, or Fitch) or reduced to a non-investment grade mting of
Bal or BB+ in conncciien with a restracturing event. A rostructuning event includes the loss of, or a material adverse change to, the distribution licenses
under which WPD (East Midlands), WPD (South West), WPD (South Wales) und WPD (West Midlands) operate and would be a trigger event for each
company. These notes totaled £3.8 billion (approximately $5.9 billion} nominal value at December 31,2014,

(All Registrants excepi PPL Electric)

Various derivative and non=dcrvative contracts, including contmcts for the sate and purchase of electricity and fuel, commodity transpontation and storage,
interest mte and foreign cumrency instruments (for PL), contain provisions thai requise the posting of additional collateral, or pemmit the counterparty to
terminate the contract, ifPPL's, PPL Energy Supply's, LKE's, LG&E's or KU's or their subsidiaries’ credit rting, as applicable, were to fall below investment
grade. See Note 17 to the Finuncial Statements fora discussion of "Credit Risk-Related Contingent Features," including a discussion ol the potential
additional collateral requirements for PPL, PPL Energy Supply, LKE and LG&E for derivative contricts in a net liability position at December 31, 2014.

Guarantees for Subsidiates (PPL and PPL Energy Suppiv)

PPL and PPL Energy Supply guaranice certain consolidated affiliate financing amangements. Some ofthe guarantees contain financial and other covenants
that, if not met, would limit or restrict the consolidated affiliates' access to funds under these financing armangements, accelerate maturity of such
amngements or limit the consolidated affiliates” ability to enter into centain transactions. At this time, PPL and PPL Encrgy Supply belicve that these
covenants will not Hmit access to relevant funding sources. See Note 13 to the Finaneial Statements for additional information about gunmntees.
Off-Balance Sheet Arrangements (A1l Registrants)

The Registrants have entered into certain agreements that may contingently require payinent to u guaranteed or indemnified party. See Note 13 to the
Financial Statements for a discussion of these agrecments.

Risk Management
Muatket Risk
(Al Registrants)

Sec Notes 1, 16, and 17 to the Finunciai Statements for information about the Registrants risk management objectives, valuation techniques and accounting
designations.
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The forward-looking information presented below provides estimates of what may occur in the future, assuming cenain adverse market conditions and model
nssumptions. Actual future resufts may differ materially from those presented. These disclosures are not precise indicators of expected future losses, but only
indicators of possible losses under normal market conditions at a given confidence level.

Commaodity Price Risk (Non-trading)
(PPL, LKE, LGRE, and K1)

LG&E's and KU's retail electric and natuml gas mtes and municipal wholesale eleetric rates are set by regulatory commissions and the fuel costs incurred are
directly recoverable from customers. As a result, LG&E and KU are subject to commodity price risk for only a small portion of on-going busincss
opcrations. LG&E und KU sell excess economic generation to maximize the value of the physical sssets at times when the assets are not required to serve
LG&E's or KU's customers. Sce Note 17 10 the Financial Statements for additional information.

tPPL and PPL Electric)

PPL Elcetric is exposed to market price and volumetric risks from its obligation as PLR. The PUC has approved a cost recovery mechanism that allows PPL
Electric to pass through to customers the cost associsted with fulfilling its PLR abligation. This cost recovery mechanism substantially climinates PPL
Electric's exposure to market price risk. PPL Efectric also mitigates its exposure to volumetric risk by entering into full-requirement enerpy supply contmcts
for the majority ofits PLR obligutions. These supply contrmets transfer the volumetric risk associoted with the PLR obligation to the cnergy suppliers.

(PPL and PPL Energy Supply)

PPL Energy Supply segregates its non-truding activities into two categorics: hedge activity and economic activity. Transactions that are accounted for as
hedge activity qualify for hedge accounting treatment. The cconomic activity category includes transactions that address a specific risk, but were not
cligible for hedge accounting or for which hedge accounting was not elected. This setivity includes the changes in fair value of positions used 1o hedge a
portion of the cconomie value of PPL Encrgy Supply's competitive generation assets and full-requirement sales and retail contracts. This economic activity
is subject to changes in fair vatue due 1o market price volatility of the input and output commodities {e.g., fuc] and power). Althouph they do not receive
hedge accounting treatment, these transactions are considered non-trading nctivity, Sec Nole 17 to the Financial Statements for additional information.

To hedpe the impact of market price volatility on PPL Energy Supply's energy-related assets, liabilities and other contmctunl amangements, PPL Enerzy
Supply both sells und purchases physical energy ot the whelesale level under FERC market-based toriffs throughout the U.S. and enters into finuncial
exchange-traded and over-the-counter contracts. PPL Energy Supply's non-trading commodity derivative contmcts range in maturity through 2019,

The following tnbles sets forth the changes in the net fair value of non-trading commodity denivative contrets ot December 31, See Notes 16 and 17 to the
Financial Statcments for additional information.

Gains (Losses)

2k 4 2013
Fair volue of contracts outstanding at the beginning of the period $ 107 § 473
Contzacts realized or otherwise settled during the period 32y (452)
Foir value of new contracts entered into during the period (o) (1 53
Gther changes in fair value {3710 23
Fair value of contracts outstanding ot the endd of the period S_I_S_i _S____l_[&

{a) Represents the fair value of contracts at the end of the gquarter of their inception

The following table segregates the net fair velue of non-trading commedity derivative contracts at December 31, 2014 based on the observability of the
information uscd to determine the fair value.
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Net Asset (Llability)

Maturity Maturity
Less Than Maturity Maturity in Excess Tutal Fulr
1 Year 1-3 Years 4-5 Yeurs of 5 Yeurs Vulue
Suurce of Fair Value
Prices based on significant observable inputs (Levei 2) 5 Iz % {32) 8 10 5 (1m
Prices hrased on significant unobservable inputs (Level 3) 46 i6 1 63
Fair value of contracts outstanding at the end of the period s—____i‘l S____Jl_6.)‘ L__-___‘_I 5 53

PPL Encrgy Supply sells clectricity, capacity and related services und buys fucl on a forward basis to hedge the value of energy from its peneration assets. If
PPL Energy Supply were unable to deliver firm cupacity and energy or to accept the delivery of fuel under its agreements, under cenain circumstances it
could be required to pay liquidating damages. These damages would be based on the difference between the market price and the contract priee of the
commadity. Depending on price changes in the wholesale enery markets, such damages could be significant. Extreme weather conditions, unplanned
power plant outages, tmnsmission disruptions, neaperformuance by counterparties (or their counterpanties) with which it has energy contracts and other factors
could affect PPL Enerpy Supply's ability to meet its obligations, or cause significant increases in the market priee of replacement energy. Although PPL
Energy Supply ottempts to mitigate these risks, there can be no assurance that it will be able to fully meet its firm obligations, that it will not be required to
pay damages for failure to perform, or that it will not experience counterpanty nonperfermance in the fliture.

Commodity Price Risk (Trading)

PPL Energy Supply's irading commodity derivative contrmcts mange in maturity through 2020, The following table sets forth changes in the net fair value of
trding commodity derivative contracts al December3 1. See Notes 16 and 17 to the Financial Statements for additional information.

Gainy {Losws)
2004 2013
Fair vatue of cortracts outstanding ot the beginning of the period s s i
Contracts realized or otherwise settled during the period 6 (1))
Fair value of new contracts entered into doring the period (1) 5 3
Other changes in fair value 492 {8)
Fair vatue of contracts outstanding ot the end of the period $ 48 S 3

(2} Represents the foir value of contraces at the end of the quanter of tieir inception

The following 1able segregates the net fair value of trading commodity derivative contracts at Deeember 31, 2014 basced on the observability of the
information used to determine the fair value.

Net Asset (Llahillty)

Mutarisy Maturity
Less Than Muturity Muturity in Excess Total Fair
1 Year 1-3 Yeurs 4-5 Years of 5 Years Value

Source of Fulr Value
Prices quoted in active markets for identical instruments {Level 1} s k s 1
Prices bitsed on significant observahle inputs (Level 2) (1§ 18 2) {1}
Prices based on significant unobservable inputs (Level 3) 6 14 17 3 11 48
Fair value of contracts outstanding ut the end of the period S-.*(Bl S__,._25 '5.__.,_15, E—_:_”, H

VaR Models

A VoR model is utilized to measure commodity price risk in unregulated gross enerpy margins for the non-trading and trading ponfolios. VaR isa statistical
model that atiempts to cstimate the value of polentinl loss over a given holding period under normal market conditions at a given confidence level. VoR is
caleulated using a Monte Carlo simufation technique based on a five-day holding period at a 95% confidence level. Given the company's disciplined
hedging progrmm, the non-trading VaR cxposure is expected to be limited in the shon-term. The VaR for portfolios using end-of-month results for 2014 was
as follows,
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Trading Non-Trading

95% Confidence Level, Five-Day Holding Period

Pegiod End s 4 % 7
Average for the Period 7 10
High 1t 5
Low 4 5

The imding pontfolio includes all proprietary trading positions, regondless of the delivery period. All positions not considered proprietary trading are
considercd non-treding. The non-trading portfolio includes the entire portfolio, including gencration, with delivery periods through the nexi 12

months. Both the trading and non-trading VaR computations exclude FTRs due to the absence of reliable spot and forward markets. The fair value of the
non-trading and tmding FTR positions was insignificant at December 31, 2014,

Interest Rare Risk (All Registrams)

The Registrants and their subsidianes issue debt to finance their operations, which exposes them to interest mie dsk. The Registrants and their subsidiaties
utilize various financial derivative instruments to adjust the mix of fixed and floating interest mtes in their debt portfolios, adjust the dumtion of theirdebt
portfolios and lock in benchmark interest mtes in anticipation of future financing, when approprinte. Risk limits under the risk management program arc
designed to balance risk exposure to volatility in interest expense and changes in the fair value of the debt portfolios due to changes in the absolute level of
interest rtes,

The following interest rate hedges were outstanding at December 31,

2014 2013
Effcet of o Effect uf'n
Fuir Value, HMe Adveese Maturities Fair Value, L0%% Adverse
Eapusure Net - Asset Movement Runglnp Exposure Nel - Asset Muovement
1edped {Liabilllv) (n) in Rates (b) Throuph fledged (Linhility) () En Rates (b}
PPL
Cash flow hedges
Interest rate swops {c) 5 1,600 § (108) § (59) 45 8 1,328 'S 91 {44)
Cross-currency swups (d) 1,262 24 {165) 2028 1,262 {3y (177
Economic hedges
Interest rate swaps {¢) 179 {49} {3) 2033 179 an (4)
LKE
Cash fow hedges
Interest rate swaps (c) 1,000 {66) (44) 2045
Economie hedges
Inlerest rate swaps () 179 49) 3) 2033 179 (A7 {4)
LG&E
Cash Mow hedges
Interest rute swaps (£) StH) 33 {22) 2045
Economic hedges
Interest rate swaps () 179 {49) {3 20133 179 {37} )]
KU
Cash flow hedges
[nterest rade swaps (¢) S04 [KEk]] (22) 45

(o) Includes accrued interest, if applicahte

{h) Effects of adverse movements decrease ussets or increase liahilities, as upplicable, which could resubt in an asset hecoming a linhility  Sensitivities represent a 10% adverse
movement in interest rates, except far cross-currency swaps which also includes foreign currency exchange rales.

{c) Changes in the fnir value of such cash flow hedges are recorded in eqoity or as regulatory assets or regolatory liahilities, if recoverable throwph regulated rates, and reclassified
into earnings in the same period during which the item being bedped alfects carnings,

(d} Cross-currcacy swaps are utilized to hedge the principal 2nd interest payments aof WPD's LLS. dollar-denominated senior notes. Changes in the fair velue of these insiruments are
recorded in equity and reclassified inta camings in the same period during which the item being hetfped affects camings.

(¢) Realized chappes in the fair value of such cconomic hedges are recoverable throupgh repulated rates and any subsequent changes in the fair vatue of these derivatives ure included
in reguistory nssets or regulatery liahilities.

The Registrants are exposed to o potentind increase in interest expense and 1o changes in the fair value of their debi portfolios. The estimated impact of a
10% adverse movement in interest rates at December 31 is shown below.
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PI'L Envcryy rPrL

PI'L Supply Electric LKE 1LG&E Rl
2004
Encrease in interest Not Not Not Not Not Not
expense Significant Significant Significant Significant Significant Significant
Inerease in fair volue
of debt s 707 $ 46 3 £32 § 138 8§ 44 5 R2
2003
Inerease in interest Nt Nut Nat Not Not Not
cxpense Signiftcam Significant Significant Significam Significant Significan
Encrease in fair volue
ol debt 1] 732 % 48 5 20 § 146 % 45 % 85

Forcign Currency Risk (PPL)

PPL is exposed to foreign curmency risk, primarily through investments in UK. affilintes. In addition, PPL's domestic operations may make purchases of
cquipment in cumencics other than US. dollars. See Note | to the Financial Statements for additiona! information reganding forcign currency transiation.

PPL has adopted a foreign currency risk management program designed to hedge cenain foreign currency exposures, including firm commitments,
recognized assets or libilitics, snticipated transactions and net investments. In addition, PPL enters into financial instruments to protect against foreign
currency translation sk of expected comings.

The following forcign cummency hedges were outstanding at December 31.

2014 2013
Effeet of a 10% Effect of a 10%
Fair Value, Adverse Movement Muturities Fair value, Adverse Movenienl
Exposure Nel - Asset in Feredgn Currency Ranplug Exposure Not - Asset In Forvign Curreitcy
Hedped {Liabilliy ) Exchange Hates (a) Throngl Hedged {Liubilliv) Exchunge Rates {(a)
Net investment
hedges (b) £ Ziv ¥ I7 % {34) 016 £ 301 % {20) % (49)
Ecunomic
hedges (c) 1,368 m {193y 2016 1,425 (86) (222)

(o} Effects of sdverse movements deerease assets or increase liabilitics, as applicable, which could result in an asset becoming o lubility

(b) To proteet the value of a portion of its net investiment in WPD, PPL exccutes forward contracts to sefl GBP  The positions outstanding exclude the amount of mtercompany loans
clussified oy net invesiment hedges. Sce Note 17 0 the Financiol Statements for sdditional infermation,

(¢} To economicaily hedge the ranslation of expecied earnings denominated in GBP 1o U.S. dollars,

NDT Funds - Securitics Price Risk (PPL and PPL Energy Supply)

in connection with certain NRC requirements, PPL Susquehanna maintains trust funds to fund cenain costs of decommissioning the PPL Susquehanna
nuclear plant {Susquchanna). At December 31, 2014, these funds were invested primarily in domestic equity securities and fixed-rate, fixed-income sccurities
and are reflected at fair valuc on the Balance Sheets. The mix of securitics is designed to provide retums sufficient to fund Susquehanng's decommissioning
and to compensate for inflationary increases in decommissioning costs. However, the equity securitics included in the trusts are exposed to price fluctuation
in equity markets, and the values of fixed-rate, fixed-income securitics are primasily exposed to changes in interest rates. PPL actively monitors the
investment performance and periodicaltly reviews asset allocation in accordance with its nuelcar decommissioning trust policy stalement. At December 31,
2014, o hypothetical 10% increase in interest rates and a 10% decrcase in equity prices would have resulted in an estimated $73 million reduction in the fair
value of the trust assets, compared with $66 miilion at December 31, 2013, See Notes [6 and 20 to the Financial Statements for additional information
reparding the NDT funds,

(Al Registrants)
Dcfined Benefit Plans - Securities Price Risk

Sec "Application of Critical Accounting Policies - Defined Benefits" for additional information regarding the effect of securities price risk on plan ssscts.
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Credit Risk

Credit risk is the risk thot the Registrants would incur a loss as a result of nonperformance by counterparties of their contractual obligations. The Registrants
maintain credit policies and procedures with respect te counterparty credit (including requirements that counterpanties maintain specificd credit ratings) and
require other assurances in the form of credit suppont or collateral in certain circumstances in order to limit counterpanty credit risk. However, the Registrants,
as applicable, hove concentrations of suppliers and customers among electric utilities, financial institutions and other energy marketing and trading
companics. These concentrations may impact the Registrants’ overall exposure to credit risk, positively or negatively, as counterparntics may be similady
affccted by changes in economic, regulatory or other conditions.

(PPL and PPL Energy Supply)

PPL Energy Supply includes the effect of credit risk on its fair value measurements to reflect the probability that a counterparty will default when contracts
are out of the money (from the counterpacty's standpoint). In this case, PPL Encrgy Supply would have to sell into a lower-priced market or purchase in a
higher-priced market. When necessary, PPL Energy Supply reconds an allowance for doubtful accounts to reflect the probability that a counterparty will not
pay fordeliverics PPL Energy Supply has made but not yet billed, which are reflected in “Unbilled revenues” on the Balance Sheets.

{PPL and PPL Electric)

ln 2013, the PUC approved PPL Electric's PLR procurement plan for the period of June 2013 through May 2015, To date, PPL Electric has conducted all of
its planned competitive solicitations. [n 2014, PPL Elcctric filed a request with the PUC for approval of PPL Electric’s PLR procerement plan forthe period
of June 2015 through May 2017, which was approved in January 2015,

Under the standard Supply Master Agreement (the Agreement) for the competitive solicitation process, PPL Electric requires all supplicrs o post coliaterl if
their credit exposure exceeds an esteblished credit limin. In the event a supplier defaults on its obligation, PPL Electric would be required to scek
replacement power in the marker, Allineremental costs incurred by PPL Electric would be recoverable from customers in future mtes. At December 31,2014,
most of the successfu] bidders under all of the solicitations had an investment grade credit mting from S&P, and were not required (o post collateral under the
Apgreement. A small portion of bidders were required to post an insignificant amount of collateral underthe Agreement. There is no instance under the
Agreement in which PPL Electric is required to post collater! to its suppliers.

Sce Notes 13, 14, 16 and 17 to the Financial Statements for additional information on the competitive solicitation process, the Agreement, credit
concentration and credit risk,

Foreipn Curreney Translation (PPL)

The value of the British pound sterfing fluctuates in relation ta the U.S. dollar. In 2014, changes in this exchange rate resulted in a forcign cumency
trnslation loss of $290 million, which primarily reflecied a $680 million decrease to PP&E and poodwill offset by a decrease of $390 million te net
liabilities. In 2013, changes in this cxchange mte resulied in o foreign cumency tanslation gain of $150 million, which primarily reflected a $330 million
increase to PP&E and goodwill offset by an increase of $180 million to net linbilities. In 2012, changes in this cxchange mte resulted in o foreign currency
translation gain of $99 million, which primarily reflected a 3181 million increase 1o PP&E offset by an increase of $82 million to net liabilities. The impact
of foreign currency transiation is recorded in AOCL

(Al Registrants)
Related Party Transactions
The Registrants ore not aware of any materinl ownership interests or operating responsibility by senior menagement in outside partnerships, including leasing

transactions with variabie interest entitics, or other entities doing business with the Registrants, Sce Note 14 to the Financial Statements for additional
information on related party transactions for PPL Energy Supply, PPL Elcetric, LKE, LGEE and KU
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Acquisitions, Development snd Divestitures

The Registrants from time to time evaluate oppoenunities for potential acquisitions, divestitures and develoapment projects. Development projects are
reexamined based on market conditions and other factors to determine whether to proceed with the projects, scil, cancel or expand them, execute tolling
agreements or pursuc other options. Sce Note 8 to the Financial Statements for informotion on significant activitics.

(PPL and PPL Energy Supply)

See Notce 8 to the Financial Statements for information on the anticipated spinefl of FPL Encrgy Supply and the completed Montans hydro sale,
Environmental Matters

(Al Registrants except PPL Eleciric)

Extensive fedenl, state and local environmentat luws and regulations are applicable to PPL's, PPL Energy Supply’s, LKE's, LG&E's and KU's air emissions,
water discharges and the management of hazardous and solid waste, as well as other aspects of the Registrants’ businesses, The cost of compliance or alleged
non-compliance cannot be predicted with certainty but could be material. in addition, costs may increase significantly if the requirements or scope of
environmental laws or regulations, or similar rules, are expanded orchanged. Costs may take the form of inereased capital expenditures or operating and
maintenance expenses, monetary fines, penaltics or other restrictions. Many ol these environmental law considerations are alse applicable to the operations
ofkey supplicrs, or customers, such as coal producers snd industrial power users, and may impact the cost for their products or their demand for the
Registrants' services.

The following is a discussion of the moere significant environmental matters. See Note 13 to the Financial Statements and "ltem 1. Business - Environments!
Matters” for additional information on cnvironmental matters.

Climpate Change

Physical effects associated with climate change could include the impact of changes in weather pattems, such as storm frequency and intensity, and the
resultant potential damage, us applicable, to the Registrants’ gencration assets, clectricity transmission and delivery systems, as well as impacts on the
Registrants' customers. In addition, changed weather pattems could potentinlly reduce annual minfall in areas where PPL, PPL Encrgy Supply, LKE, LG&E
and KU have hydroclectric generating facilitics or where fver water is used to cool their fossil and nuctear (us applicable) powered gencrators. The
Registrants cannot currently predict whether their businesses will experience these potential risks or estimate the cost of their related consequences.

In June 2013, President Obama released his Climaote Action Plan which reiterates the goal of reducing GHG emissions in the U.S. through such actions as
regulating power plant emissions, promoting inereased use of rencwables and clean energy technology, and establishing more restrictive energy efficiency
standards. Additionaily, the Climate Action Plan caltls for the U.S. to prepare for the impacts of climate change. Requirements related to this could affect the
Registrants and others in the indusicy as modifications may be needed to clectricity delivery systems to improve the ability to withstand major storms in
order to meet those requirements. As funher deseribed below, the EPA has proposed rules pursuant to this directive, which it expeets to finatize in the second
orthind quarierof 2015, The EPA has also announced that it will be developing a federul implementation plan which would apply to any states that fail to
submit nn acceptable state implementation plan, The Administmtion's increase in its estimate of the "social cost of carbon™ {which is used to calculate
benefits associated with proposed regulations) from $23.80 to $38 per metric ton for 2018 may alse lead to more costly regulatory requircments.

In Jonuary 2014, the EPA issued a revised proposal to regulate carbon dioxide emissions [rom new power plants, The proposed limits [or coal-fired plants can
only be achiceved through carbon capture and sequestration, o technology that is not presently commerciaily visble and, therefore, effectively preclude the
construction of new coal-fired plants. The proposed standards for new gas-lired plants may also not be continuously achicvable, The preclusion of new coal-
fired plants and the compliance difficuities posed for new gas-fired plants could have a significant industry-wide impaoct.

The EPA has also issued a proposed regulation addressing carbon dioxide emissions [fom existing power plants. The existing plant proposal contuins
stringent, state-specific mte-based reduction goals 1o be achicved in two phases (2020-2029 and 2030 and beyond). The regulation of carbon dioxide
cmissions from existing plants could have a significant industry-wide impact depending on the siructure and stringency ofthe final rule and state
implementation plans.
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Waters of the United States

On April 21, 2014, the EPA and the U.S, Army Corps of Engincers published a proposed mile that could greatly expand the Clean Water Act definition of
Waters of the United Siates. If the definition is expanded as proposed, permits and other regnlatory requirements may be imposed for many matters presently
not covered (including vegetation manngement for tansmission lines and activities affecting storm water conveyances and wetlands), the implieations of
which could be significant. The EPA plans to make centain changes to the proposcd regulation based on comments received. The ULS. House and Senate are
considering legislation to block this regulation. Until a final rule is issued, the Registrants cannot predict the outcome of the pending nulemaking.

Coal Combuostion Residuals (CCRs)

In June 2010, the EPA proposed two approaches to regulating the disposal and management of CCRs (as cither hazardous or non-hazardous) under the
RCRA. On December 19, 2014, the EPA issued its pre-publication version of the rule repulating coal combustion residuals (CCRs), imposing extensive new
requirernents, including locution restrictions, desipn and operating standards, groundwater monitoring and correetive action requirements and closure and
post-closure care equirements on CCR impoundments and landfills that are located on active power plants and are not closed. Under the rule, the EPA will
regulate CCRs as non-hazardous under Subtitle D of RCRA and allow beneficial use of CCRs with some restrictions. The CCR mle will become cffective six
months afier publication in the Federal Register with publication expected in carly 201 5. PPL expects that its plants using surface impoundments for
management and disposal of CCRs or the past management of CCRs and continued use to manage waste waters will be most impacted by this rule. The rule’
specific closure requirements for CCR impoundments and lond(i1ls may require increases to AROs for these facilities at the Registrants’ coal-fired plants.

PPL, PPL Energy Supply, LKE, LG&E and KU cannot predict how this rule will impact their facilities, but the financial and operational impact could be
significant,

Efftuent Limitation Guidelipes

In June 2013, the EPA published proposed regulations to revise discharge limitations for steam electric genertion wastewater permits. The proposed
limitations are based on the EPA review of availuble treatment technologics and their capacity for reducing pollutants and include new requirements for fly
ash and bottom ash tmnspon water and metal cleaning waste waters, as well as new limits for serubber wastewater and lundfill leachate. The EPA's proposed
ELG repulations olso contrin some requircments that would affect the inspection and opertion of CCR facilities, if finalized as proposed. The proposal
contains several altemative approaches, some of which could significantly impact PPL's, PPL Energy Supply's, LKE's, LG&E's and KU's coal-fired

plants. The final repulation is expected to be issucd by the thind or fourth quarter of 2015, At the present time, PPL, PPL Energy Supply, LKE, LG&E and KU
are unable 1o predict the outcome of this matter ar estimate a range of reasonably possible costs, but the costs could be significant. Pending finalization of
the ELGs, certain states (including Pennsylvania and Kentucky) and cnvironmental groups are proposing more stringent technology-based Hmits in pemnit
renewsls, Depending on the final limits imposed, the costs of compliance could vary significantly from the cument capital expenditures projections as
discussed in "Capitnl Expenditures” above and costs could be imposed ahead of federl timelines.

Clenn Water Act 316(h}

The EPA's final 316(b) rule for existing facilitics became effective on October 14, 2014, and regulates cooling water intake structures and their impact on
aquatic organisms, States are allowed considerable authority to interpret the mule. The rule requines existing facilities to choose between several options to
reduce the impact 1o aquatic organisms that become trapped ngainst water intake screens (impingement) and to determine the intoke structure's impact on
squatic organisms pulled through a plant's cooling water system {entrainment). Plants already cquipped with closed-cycle cooling, an acceptable option,
would likely not incur substantial costs. Once-through systems would likely require additional technology to comply with the mile. Mill Creek Unit | and
Brunner [5land (all units) are the only units expeeted to be impacted. PPL, PPL Energy Supply, LKE, LG&E and KU are evaluating compliance strategies but
do not presently expect the compliance costs to be materal.
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MATS

In February 2012, the EPA finalized the MATS rule requiring fossil-fuel fired plants to reduce emissions of mercury and other hazardous eir pollutants by
April 16,2015. The nule was challenged by industry groups and states, and was upheld by the D.C. Circnit Court in April 2014. On November 23, 2014, the
U.5. Supreme Count gmnted a petition for review of the rule. The nule provides for a three-year compliance deadline with the potential for a one-ycar
extension as provided under the statute, LG&E, KU and PPL Energy Supply have received compliance extensions for certain plants. PPL, PPL Encrgy
Supply, LKE, LG&E and KU are generally well-positioned to comply with MATS, primarily duc to recent investments in environmental controls at PPL
Energy Supply and approved ECR plans to instell additional controls at some of LG&E's and KU's Kentucky plants.

With respect to PPL Energy Supply's Pennsylvania plants, PPL Energy Supply belicves that installation of chemical additive systems and other controls may
be necessary at certain coal-fired plants, the capital cost of which is not expeeted to be significant. PPL Encrgy Supply continues to analyze the potential
impact of MATS on operating costs. PPL Encrgy Supply is retrofitting the scrubbers af its Calstrip, Montuna plant, the cost of which is not expected to be
significant. PPL Encrzy Supply will suspend operations at the Corette plant by April 2015 and the plant is expected to be retired in August 2015 due to
expected market conditions and costs to comply with the MATS requirements. The Corette plant asset group was determined to be impaired in December
2013. Sec "Application of Critical Accounting Policies - Asset Impairment (Excluding Investments)” for additional information.

LG&E's and KLTs anticipated retirements of genemting units at the Cane Run and Green River plants in 2015 and 2016 arc in response to MATS and other
environmental regulations. Fhe retirement of these units is not expected to have a material impact on the finuneial condition or results of opcrations of PPL,
LKE, LG&E or KLU

CSAPR

The EPA's CSAPR addresses the interstate transport of fine particulates and ozone. 1n sccordance with an October 2014 U.S. Court of Appeals decision,
CSAPR establishes interstate allowence trading programs for sulfur dioxide and nitregen oxide emissions from fossil-fueled plants in two phases: Phase | in
2015 and Phase 2 in 201 7. Sulfur dioxide emissions are subject to an annual trading program and nitrogen oxide emissions are subject to annual and ozone
season programs. Oral arzuments pertaining to outstanding challenges to the EPA' CSAPR will be heard before the D.C. Circuit Coutt on February 25,2015,

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

Regjonal Haze

Under the EPA's regional haze programs (developed to climinate man-made visibility degredation by 2064), states are required to make reasonable progress
cevery decade through the application, among other things, of Best Avuilable Retrofit Technology (BART) on power plants commissioned between 1962 and
1977. To date, the focus of regional haze regulation has been on the western U.S. As for the castern U.S., the EPA determined that region-wide reductions
under the CSAPR trading program could, in most instances, be utilized under state programs to satisfy BART requirements for sulfur dioxide and nitrogen
oxides. However, the EPA's determination is being challenged by environmental groups and others,

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

In Mentuna, the EPA finalized a Federal Implementation Plan (FIP) of the Regional Haze Rules in Septemnber 2012, with stricter emissions limits for PPL
Energy Supply's Colstrip Units [ & 2 basced on the installation of new controls (no limits or additional controls were specified for Colstrip Units 3 & 4), and
stticter cmission limits for the Coretie plant (which arc not based on additional controls). The cost of the additional controls for Colstrip Units 1 & 2 could be
significant. PPL Encrgy Supply is meeting the stricter permit limits at Corette without any significant changes to operations, although other requircments
have led to the planned suspension ol operations at Corette beginning in April 2015 (scc "MATS" discussion above). Both PPL snd environmental groups
have appeated the final FIP to the U.S. Count of Appeats for the Ninth Circuit and litigation is ongoing.
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National Ambient AirQuality Standands

In 20108, the EPA revised the National Ambient Air Quality Standard forozone. As a result, states in the ozone transpon region (OTR), including
Pennsylvania, are required by the Clean Air Act to impose additional reductions in nitrogen oxide emissions based upon reasonably available control
technologies. The PADET is finnlizing a rule requiring nitrogen oxide reductions for fossil-fucled plants. The PADEP is expected to finalize this rufe in carly
2015. The EPA proposcd to further strengtiien the ozone standard in November 2014, which couid lead to further nitrogen oxide reductions, particulariy for
PPL, PPL Encrpy Supply, LKE, LG&E, and KU fossil-fueled plants within the OTR. The EPA is under coun order to finalize the standard by October 1,
2015, Stutes are also obligated to address interstate transport issues associoted with new ozone stundands through the establishment of "good neighbor” state
implementation plans for those states that are found to contribute significantly to another states’ non-uttainment. The EPA recently sent a policy memo to
state agencics to facilitate the development of these plans, including modeling data showing which states are contributing. The implementation of such
plans could have on impact on the structure and stringency of CSAPR Phase 2 reductions (discussed above).

In 2014, the EPA finalized u new, more stringent ambient air standard for sulfur dioxide and required states to identify arcas that meet the standord and areas
that are in “non-attainment”. I July 2013, the EPA finalized non-attainment designations for parts of the country, including pant of Jefferson County in
Kentueky and part of Yellowstone County in Mentana. Attninment is duc forboth arcas by 2018, States are working to finalize designations for other nreas
and in April 2014, the EPA proposed timeframes for completing these designations. PPL, PPL Enerpy Supply, LKE, LG&E and KU anticipate that some of
the measures required for compliance with the CSAPR, the MATS, or the Regiona! Hoze Rules (as discussed above), such as uppraded or new sulfur dioxide
scrubbers at centain plants and, in the case of LG&E and KU, the previously announced retirement of eoal-fired genemting units at the Cane Run, Green River
and Tyronc plants, will help to achicve complionce with the new sulfur dioxide standard. Ifadditional reductions were to be required, the financial impact
could be significant. The short-term impact on the Corette plant from the EPA's final designation of pant of Yellowstone County in Montana as non-
attainment is not expected to be significant, as the plant's operations will be suspended by April 2015 and the plant is expected to be retired in August
2015. In addition, MDEQ recently submitted a request to the EPA for a determination that this area is in attainment. Ifthe EPA agrees with this request, then
the deadlines associated with non-attainment would be suspended.

In December 2012, the EPA finalized o new, more stringent, annual National Ambient Air Quality Standard for fine paniculates. The rules were challenged
by the D.C. Circuit Count snd upheld in May 2814, Fina! designations for the 2012 panticulate standand were published in Yanuary 2015 identifying non-
attainment arcas in Pennsylvonin and Kentucky. PPL Encrgy Supply plants in Pennsylvania are not expected to be required to make further reductions
towands achieving attainment. In Kentucky, mitigation in Jefferson County is expected to be supponted by projects already underway st Cane Run and Mill
Creck and in Northern Kentucky by projects at Ghent and Trimble County. States bave umil 2021 to achieve attainment in noa-sttainment arcas.

(Al Registranis)

Competition

Sce "Competition” under each of PPL's reportable sepments in "ltem 1. Business - Gencml - Segment Information™ and "ltem 1A. Risk Factors” fora discussion
of competitive factors affecting the Registrants.

New Accounting Guidanee

Sce Notes 1 and 22 1o the Financial Statements for a discussion of new accounting guidance sdopted and pending adoption.

Application of Critical Accounting Policies

Financial condition and results ofoperations are impacted by the methods, assumptions and estimates used in the application of critice] accounting
policies. The following accounting policics are particularly important to an understanding ofthe reported finuncial condition or results of opemations, and
require management to make estimates or other judgments of matters that are inherently uncertain. Changes in the estimates or other judgments included
within these accounting policies coutd result in a significant change to the information presented in the Financial Steiements (thesc accounting policies ane
also discussed in Note 1 to the Financin] Statements). Senior management has reviewed with PPL's Audit Committee these critical accounting policies, the
following disclosures regarding their application and the estimates and ussumptions regarding them,
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Price Risk Management (4!l Regisirants except PPL Electric)

Sce "Price Risk Management" in Note | to the Finsneial Statements, os well as "Risk Management” above.

Defined Benefits

(Al Registrants)

Cerain of the Registrants' subsidiaries sponsor or participote in, as applicable, various qualified funded and non-qualified unfunded defined benefit pension
plans and both funded ond unfinded other postretirement benefit plans. These plans are applicable to the majority of the Registrunts' employces (based on
cligibility for their applicable plans). The Registrants and certain of their subsidiaries record an asset or Hability to recognize the funded status of all defined
benefit plans with an off5etting entry to AGCl or in the casc of PPL Electric, LG&E and KU, regulatory assets and liabilitics for amounts that are expected to

be recovered through regulnted customer mtes. Conscquently, the funded status of ]l defined benefit plans is fully recognized on the Balance Sheets. See
Note 11 to the Financial Statements for additional information ebout the plans and the sccounting for defined benefits,

A summary of plan sponsors by Registrant and whethera Registrant or its subsidiades sponsor {8) or panticipate in and receives allocations (P) fiom those
plans is shown in the table below,

FPL Encrpy

Plan Sponsor I’I'L Supply PI'L Electric LRE LG&E kL
I'PL Services 5 P P

WD (a) S

PI'L Muontana 8

LKE S r r
LG&E 5

(#)  Daes not sponsor or participate in other postretirement benefits plons,

Management makes certain assumptions regarding the vatuation of benefit obligations and the performance of plan assets. When accounting for defined
benefits, delayed recognition in camings of differences between setual results snd expected or estimuted results is a guiding principle. Annual net perodic
defined benefil costs are recorded in current eamings based on estimated results. Any differences between actunl and estimated results are recorded in AOCH,
orin the case of PPL Electric, LG&E and KU, regulatory assets and liabilisics, for amounts that ure cxpected to be recovered through repuiated customer
rates. These amounts in AOC] or regudatory assets and liabiiities are amortized 1o income over future periods. The delayed recognition allows fora smoothed
recognition of costs over the working lives of the employees who benefit under the plans. The primary assumptions are:

e Discount Rate - The discount rate is used in calculating the present value ofbencfits, which is based on projections of benefit payments to be made in the
future. The objective in sclecting the discount raic is to measure the singlc amount that, ifinvested at the measurement daie in a portfolio of high-guality
debt instruments, would provide the necessary future cash flows to pay the accumuluted benefits when due.

» Expected Retum an Plan Assets - Management projects the long-term rutes olretum on plan assets that will be camed over the life of the plan. These
projected retums reduce the net benefit costs the Registrants recond currently.

s Rate of Compensation Increase - Management projects employees' annual pay increases, which arc used to project employces' pension benefits ot
retirement.

s  Health Care Cost Trend Rate - Management projects the expected increases in the cost ofhealth care.

In addition to the cconomic assumptions obove that are evaluated annually, Manapement must also make assumptions regarding the life expectoncy of
cmployees covered under their defined benefit pension and other postretirement benefit plans. At December 31, 2014, the plan sponsors adopted the new
mortality tables issued by the Society of Actuaries in October 2014 (RP-2014 base tables) for all U.S. defined benefit pension and other postretirement benefit
plans. In addition, plan sponsors updated the basis for estimating projected morality improvements and selected the IRS BB-2D two-dimensional
improvement scale on a generational basis for all U.S. defined benefit pension and other postretirement benefit plans. These new mortality assumptions
refleet the recopgnition of both improved Yife expectancics and the expectstion of contineing improvements in life expectancies. The use of the new base
tabies and improvement scale resulted in an increase
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to U.S. defined benefit pension and other postretiement benefit obligations, an increase to future expense and a decrease to funded status.

For the yearended December 31, 2014, PPL's USS, defined benefit pension and other postretirement benefit plans incurred sctuarinl losses of $62 1 million
primarily due to the decresse in discount rtes and updated monality assumptions partially offsct by asset gains in excess of assumed rmtes of retum.

{PPL)

In selecting the discount rate for its UK. pension plans, WPD stants with a cash flaw analysis of the expected benefit payment stream for its plans. These plan-

specific cash flows nre matched against a spot-rate yield curve to determine the assumed discount rate, which uses an iBoxx British pounds sterding
denominated carporate bond index as its base, From this base, those bonds with the lowest and highest yiclds are climinated to develop an appropriste
subset of bonds. An individusl bond matching approach, which is used for the U.S. pension plans as discussed below, is not used forthe UK. pension plans
because the universe ofbonds in the UK. is not deep enough to adequately support such an approach.

(Al Registrants)

In selecting the discount rtes for U.S. defined benefit plans, the plan sponsors start with a cash flow analysis ofthe cxpeeted benefit payment stream for their

plans. The plan-specific cash flows are matched against the coupons and expected matunity values of individually selected bonds. This bond matching

process beging with the full universe of Aa-rated non-callable (o callable with make-whole provisions) bonds, serving as the base from which those with the

lowest and highest yields arc eliminated 10 develop an appropriate subset of bonds. Individual bonds are then sclected based on the timing of cach plan's
cash flows and parameters are established as to the percentage of each individual bond issuc that could be hypothetically purchased and the sumlus
reinvestment mtes to be assumed.

To determine the expected retum on plun assets, plan spensors project the long-tenn rates of return on plan assets using a best-estimate of expecied retums,
volatilities and correlations for each assct elass. Each plan's specific current and expected asset allocations are also considered in developing a reasonable
retum assumption,

In selecting a rate ofcompensation increase, plan sponsers consider past cxperience in light of movements in inflation rates.

The following tuble provides the weighted-average assumptions used for discount rate, expected retum on plan assets and mte of compensation increase it
December 31.

Assumption / Registrant g 2013
Discount rate
Pension - PPL (U.5.) 4.25% 5.12%
Pension - PPL (UKD 3.85% 4.41%
Pension - PPL Energy Supply 4.248% 5.18%
Pension - LKE 4.25% 5.18%
Pension - LGAE 4.20% 5.13%
Other Postretirement - PPL 4.08% 4.41%
Ciher Postretirement - FPL Energy Supply 3.81% 4.51%
Other Postreticement - LKE 4.06%, 4.91%
Expected return on plan assets
Pension - PPL (U.5.) 7.00% 1.00%
Pension - PPL (UK.} 7.19% 7.19%
Pension - PPL Energy Supply 7.00% 7.00%
Pension - LKE T7.00% 7.00%
Pension - LG&E 1.00% T.00%
Other Postretirement - PPL 6.06% 5.96%
Other Pastretirement - LKE 6.85% 6.75%
Rate of compensaiion Increase
Pension - PI'L (L1.5.) 3.929; 397%
Pension - PPL (U.K.) 4.00% 4.00%
Pension - PPL Energy Supply 4.03%% 3.94%
Pension - LKE 3.50% 4.00%
Other Postretirement - PPL 3.86% 3.96%
Other Postretirement - PPL Enerpy Supply 4.03% 3.94%
Oher Postretirement - LKE 3.50% 4.00%
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In selecting health care cost trend mics, plan sponsoss consider past performance and forecasts of health care costs. At December 31,2014, the health corc
cost trend rates for all plans were 7.2% for 201 5, gradually declining to an ultimate trend rate of 5.0% in 2020,

A variznce in the assumptions listed above could have a signilicant impact on accrued defined bepefit 1iabilities or assets, reporied annual net perodic
defined benefit costs snd AOCT or regulatory assets and lobilities. At December3 |, 2014, the defined benefit plans were recorded in the Repistranis'
financial statements as follows.

I'PL Encrgy

P Supply PP Eleetric LKE LG&E kil
Balance Sheet:
Regulatory asseisdiabilitics $ 704 $ 374§ 3 $ 215 M 117
Pension [iabilities 1,766 5 99 211 307 57 59
Oiher postretirement
benedit liabilities 242 44 40 152 85 s2
AOCI {pre-tax) (3,133} {496) 73
Statemnent of Income:
Drefined henefits costs 5 HE $ 42 8 14 5 a4 5 4 ] 5
Increase (decrease) from
priot year (B1) { {7} (11} (L] (a)

The following tables reflect changes in certain assumptions based on the Registrants' primary defined benefit plans. The tables refleet cither an increase or

decrease in cach assumption. The inverse ofthis change would impact the accrued defined benefit liabilitics or assets, reponted annual net periodic defined
benefit casts and AOCI er regulatory assets and liabilitics by a similar amount in the opposite direction. The sensitivities below reflect an evaluation of the
change based solely on o change in that assumption.

Actusrial assamplion

Discount Rate (0.25%)
Expected Retern an Plan Assets {0.25%)
Raote of Compensation Increase 0.25%
Health Care Cast Trend Rate {n) "

(g} Only impacts oihier postretirement benefits.

Ingrease {Decreas)

Defined Bencfit Regulatory Defined Benclit
Actnarial sssumption Liahilitivs AOC! (pre-tax) Assets/Liahitities Cusls
el
Discount rate 5 548 8 (459) 1 49 5 6
Expected return on plun assels n'a na n‘a 29
Rate of compensation increase 76 (64} £2 13
Health care cost trend rate (a) 5 (1) 4 |
'L Energy Supply
Discount rate 64 (64) 4
Expected retumn on plon ausets n'a nis na 4
fute of corpensation increase 9 (9 2
PI'L Electric
Discount rate 50 50 3
Expecied return en plan asseis nfa na 3
Raote of compensation inerease 7 T 1
LKE
Discount rates 63 (24) 39 3
Expected return on plan assets n'n nt n'a 3
Rate of compensation increase 11 a) 5 1
Health care cost rend rate (a) 4 1} 3
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Inerease (Decrease)

Defined Benefir Regulatury Defined Benefit
Liahilirivs AOCH{pre-tux) Assets/Elabllities Custs

LG&E
Discount rates 21 rfa 21 i
Expected resurn on plan assets ‘a n‘a n'a 1
Rate of compensation incrense 2 nfa 2
Healih care cost rend rate (a) | n/s |

Kl
Driscount rates 18 n/a 18 1
Expected return on plan assets nia nn n'z 1
Rate of compensation increase 3 n/n 3
Health care cost trend rate (2) ) n‘a 3

(a) Only impacts other postretirement benefits,
Asset Impairment (Excluding Investments)
(All Registrants except PPL Electric)

Impairment analyses are performed for long-lived assets that are subjeet to depreciation or amortization whenever events orchanges in circumstances indicate
that a long-lived asset’s carrying amount may not be recoverable. For these long-lived assets classified as held and used, such events or changes in
circumstances are:

« asignificant decrease in the market price ofan asset;

» asignificant adverse change in the extent or manncr in which an asset is being used or in its physical condition;

o asignificant adverse change in legal factors or in the business climate;

o anaccumulation ofcosts significantly in excess of the amount originally expected for the acquisition orconstriction of an asset:

» ncument period operating or cash flow lass combined with a history of losses or a forecast that demonstrutes continuing losses; or

»  dcument expectation that, more likely than not, an asset will be sold or otherwise disposed of significantly before the end of its previously estimated
useful life.

Foralong-lived asset elassified as held and used, an impairment is recognized when the camrying amount of the assct is not recoverable and exceeds its fir
value. The carrying amount is not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition
of the asset. If the asset is impaired, an impatrment loss is recorded 1o adjust the asset's carrying amount to its estimated fair value. Management must make
significant judgments to estimate future cash flows, including the useful lives of the asscts, the forward prices for revenue and fuel components in the markets
where the assets are utilized, the amount of capite! and operations and maintenance spending and management's intended use of the assets. Alternate courses
ofaction are considered to recover the carrying mount ofa long-lived nssct, and cstimated cash flows from the "most likely" altemative arc used to ussess
impairment whenever one aliernative is clearly the most likely outcome, [fno altemative is clearly the most likely, then a probability-weighted approach is
uscd taking into consideration cstimated cash flows from the altematives. For assets tested for impaiment as of the balance sheet date, the estimates of future
cash flows used in that test consider the likelihood of possible outcomes that existed at the balance sheet date, including an assessment of the Hikelihood of a
future salc of the asscts, That asscssment is not revised based on events that occur afier the balance sheet date. Changes in assumptions and cstimates could
result in materially different results than these identified and recorded in the financial statements.

(PPl and PPL Energy Supply)

In September 2012, PPL Encrgy Supply announced its intention, beginning in April 2015, ta place the Corette coal-fired plant in Montana in long-term
reserve status, suspending the plant's operation, due to expected market conditions and the costs to comply with MATS requirements. PPL Energy Supply
had been menitoring the plant for potentinl impainment since this anneuncement and wntil the fourth quarter of 201 3, no impairment was indicated as various
price scenarios allowed for reeovery ofthe asset. During the fourth quarter 0£2013, in connection with the completion of its anaual business planning
process, management updated its fundamental view for long-term power and gas prices. Based upon this fundamental view, management altered its
expectations regarding the probability that the Corette plant would opente subsequent to its initiatly being placed in long-term reserve status. Asa result,
based on an undiscounted cash flow analysis, the camying emount for Corette was determined to no longer be recoverble. PPL Energy Supply performed an
intemal analysis using an income approach based on discountcd cash llows to assess the fair value of the Coretie assct group. Assumptions used in the fair
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value assessment were forward energy prices, expectations for demand for energy in Corette's market and expected operation and maintenance and capital
expenditures that were consistent with assumptions used in the business plonning process. Through this nnalysis, PPL Energy Supply detemnined the fair
value of the asset group to be negligible. This resulted in PPL and PPL Energy Supply reconding an impaimment charge of $65 million, or $39 million afier-
tax for the Corette plant and related excess emission allowances. PPL Energy Supply now expects to retire the Corette plant in August 2015,

PPL Montana held a joint operating license issucd for the Kerr Dam Prajeet, The license extends until 2035 and, between 2015 and 2025, the Confederated
Salish ond Kootenai Tribes of the Flathead Nation (the Tribes) have the option to purchase, hold and operate the Kerr Dam Project. The parties submitted the
issuc of the sppropriate smount of the conveyunce price to arbitration in February 2013, In March 2014, the arbitmtion panel issued its final decision
holding that the conveyance price payable by the Tribes to PPL Montana was $18 miltion. As a result of the decision, PPL Energy Supply performed o
recoverability test on the Kerr Dam Project. PPL Energy Supply performed an intemal analysis using an income approach based on discounted cash Aows (a
PPL proprietary modcl) to ossess the fuir value ofthe Kerr Dam Pmoject. Assumptions used in the PPL proprictury model were the conveyance price, forwand
energy price curves, foreensted generation, and forecasted operntion and maintenance expenditures that were consistent with assumptions used in the
business planning process and a morket participant discount rte, Through this analysis, PPL Encrgy Supply determined the fair value of the Kerr Dam
Project 1o be $29 million ot March 31, 2014, resulting in PPL and PPL Encrgy Supply recording nn impaimment charge of $18 million, or $10 million after-
tax. The Kerr Dam Project was included in the sale of the Montana Hydroelectric facilities and the assets were removed from the Balance Shect.

The depressed levels of energy and capacity prices in PIM, as well as mansgement’s forward view of these prices using its fundamenta) pricing medels, has
put pressure on the recoverability assessment of PPL Energy Supply's investment in its Pennsylvania coal-fired generation assets. In the fourth quorter of
2013, after updating its fundamental pricing models in conjunction with the annual business planning process, management tested the Brunner Island and
Montour plants for impairment and concluded ncither plant was impaired as of December 31, 2013, The recoverability assessment is very sensitive (o
forward energy and capacity price assumptions, as well os forecasted operation and maintenance and capital spending. Therefore, a further decline in
forecasted long-ternn enerpy or capucity prices or changes in environmental laws requiring additional capital or operation and maintenance expenditures,
could nepatively impact PPL Encrgy Supply's operations of these facilitics and potentialiy result in fature impaimment charges for some or all of the camying
value ofthese plants, There were no cvents or cheanges in circumstances that indicated a recoverability assessment was required 1o be pedomed in 2014, The
carrying value of the Pennsylvania conl-fired genertion ussets tested was $2.6 billion as of December 31, 2014 (31,4 biltion for Brunner Island and $1.2
billion for Montour),

Scc Note 13 1o the Financial Statements for additional information on MATS and other environmental requirements for coal-fired genceration plants.
{All Registrants, except PPL Eleerric)

For a long-lived assct classified as held for sale, an impairment exists when the carrying amount of the asset (disposal proup) exceeds its fair value less cost to
sell. Ifthe asset (disposal group) is impaired, an impairment loss is recorded to adjust the carrying amount (o its fair vatue tess cost to sell. A gainis
recognized in future periods for any subsequent increase in fair value less cost to sell, but not in excess of the cumulative impairment previously recognized.

For detennining fuir value, quoted market prices in active markets are the best evidence. However, when market prices arc unavailable, PPL, PPL Energy
Supply, LKE, LG&E and KU consider all valuation techniqucs appropriate under the circumstances and for which market panicipant inputs can be
obtained. Genemlly discounted cash flows are used to estimate fair value, which incorporates market panticipant inputs when available. Discounted cash
flows are calculated by estimating funare cash flow streams and determining the present value of the cash flow streams using risk adjusted discount mtes.

Goodwill is tested for impairment at the reporting unit level. PPL hes determined its reporting units 1o be ot the same level as its reponable scgments. PPL
Energy Supply, LKE, LG&E and KU coch opentte within a single reponable segment and single reporting unit. A goodwill impairment test is performed
annually or more frequently if events or changes in circumstances indieate that the comying amount of the reporting unit may be greater than the reporting
unit’s fair value. Additionalty, goodwill is tested for impaimment afier a pontion of goodwill has been allocated to o business to be disposed of.
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PPL, PPL Encrzy Supply, LKE, LG&E and KL may clect cither to initially make a qualitative evaluation about the likelihood of an impairment of goodwill
orto bypass the qualitative evaluation and test goodwill for impairment using & two-step quantitative test. If'the qualitative evaluation {referred to as "step

zero") is elected and the assessment resulis in a determination that it is not more likely than not that the fair value of a reponting unit is less than the camrying
amount, the 1wo-step guantitative impaimment test is NOt necessary.

When the two-step quantitative impairment test is clected or required as o result of the step zero assessment, in step one, PPL, PPL Encrgy Supply, LKE,
LG&E and KU deiermine whether 2 potential impainnent exists by comparsing the estimated fair value of a reporting unit with its camying amouny, including
goodwill, on the measurement date. If'the estimated fair value exceeds jis camying amount, goodwill is not considered impaired. I the camrying amount
exceeds the estimated fair value, the second step is performed to mesure the amount of impairment loss, ifany.

The second siep of the quantitative 1est requires a calculation ofthe implied fair value of goodwill, which is determined in the same manner as the amount of
goodwill in a business combination. That is, the estimated fuir value ol a reporting unit is allocated to all ofthe assets and labilitics of that reporting unit ns
if the reporting unit had been acguired in a business combination and the estimated fair value of the reporting unit was the price paid to acquire the reporting
unit. The excess of the estimated fair value of a reporting unit over the amounts assigned to its asscts and liabilities is the implied fair valuc of poodwill. The
implied fair value of the reponting unit's goodwill is then compared with the carrying amount of that goodwill. If the comying amount exceeds the implied
fair value, an impaimment loss is recognized in an amount equal to that excess. The loss recognized cannot exceed the camying amount of the reporting unit's
goodwill.

PPL (forits UK. Regulated and Kentucky Repulnted segments), and individually, LKE, LG&E ond KU elected to performn the qualitative step zero evaluation
of goodwill in the fourth quanerof 2014, These evaluations considered the excess of fair value over the camrying value of each reporting unit that was
calculated during step onc of the quantitative impairment tests performed in the fourth quaner of 2012, und the relevant events and circumstances that
occured since thase tests were performed including:

o cument year financial performance versus the prior year,

+ changes in planncd capital expenditures,

« theconsistency of forccasted free cash flows,

« camnings quality and sustsinability,

« changes in market participant discount mtes,

« changes in long-term growth rates,

e changes in PPL's murket capitolization, and

e thcoverall cconomic and regulatory environments in which these regulated entitics operate,

Based on the overall favorable results of these evaluations, manasgement did not conclude it was more likely than not that the fuir value of these reporting
units were less than their carrying values. As such, the two-stcp quantitative impaiment test was not performed.

PPL {for its Supply segmeni) and PPL Enerpy Supply clected to bypass step zero. Therefore, the goodwill forthese reporting units was tesied for impaimment
using the quantitative test in the fourth quener of 2014, and no impairment was recognized. Management used both discounted cash flows and market
multiples, which required significant assumptions, to estimate the fair value of the mponting units. A decrease in the forecasted cash flows of 10%, an
increase in the discount rate by 0.25%, ora 10% decrease in the market multiples would not have resulied in an impaiment of goodwil! for these reporting
units.

Loss Accruals (Al Registranis)

Losses are accrued for the estimaed impacts of varous conditions, situations or circumstances involving uncettain or contingent future outcomes. For loss
contingencies, the loss must be secnued if (1) information is availuble that indicates it is probable that a loss has been incuned, given the likelihood of the
encenain fisture events, and (2) the amount of the loss can be reasonably estimated. Accounting puidance defines "probable” as cases in which "he future
event orevents are likely to oceur.” The sccrual of contingencies that might result in gains is not recorded unless recovery is assurcd. Potentinl loss
contingeneies for environmental remediation, [itigation claims, regulatory penalties and other cvents are continuously assessed.
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The nccounting aspects of estimated loss accruals include (1) the initial identification and recording of the loss, (2} the determination of triggering events for
reducing a recorded loss acerual, and (3) the ongoing assessment as to whether a reconded loss accrnal is sufficient. All three of these aspects require
significant judgment by management. Intemal expertise and outside expens (such as lnwyers and engincers) are consulted, as necessary, to help estimate the
probability that a loss has been incurred and the amount (or rmnge) of the loss.

For PPL, sce Note 6 to the Financial Statements for a discussion of the Ofgem Review of Line Loss Calculation, including the $65 million increase to this
liability recorded in 2014,

Centain other events have been identified that could give rise to a loss, but that do not meet the conditions for accraal. Such events are disclosed, but not
recorded, when it is "rasonubly possible” that a loss has been incurred. Accounting guidance defines "reasonably possible™ as cases in which "the fulure
event of cvents occurring is more than remote, but tess than likely to occur.”

When an estimated loss is accrued, the triggering cvents for subsequently sdjusting the loss accrual are identificd, where applicable. The triggering events
generally occur when new information becomes known, the contingency has been resolved and the actual toss is settled or written off, or when the risk of loss

has diminished or been climinated. The following are some of the triggering cvents that provide for the adjustment of cenain recorded loss secruals:

« Allowances for uncollectible accounts are reduced when accounts are written off afier prescribed colliection procedures have been exhausted. a betier
estimatc of the allowanee is determined or underlying amounts are ultimately collected.

« Environmental and other litipation contingencies arc reduced when the contingency s resolved and actual payments are made, a better estimate of the
loss is detenmined or the loss is no longer considercd probable.

«  Actions or decisions by certain regulators could result in o better estimute of a previously recorded [oss acerual.

Loss accruals are reviewed on o regular basis to assure that the recorded potential loss exposures are appropriate. This involves ongoing communication and
analyses with intemal and extemal legal counsel, engineers, business unit management and other partics,

Sce Notes 6 and 13 to the Financial Statements for disclosure of loss contingencics acerued and other potential loss contingencies that have not met the
criteria for sccrual.

Asset Retirement Obligations

{All Registrunts except PPL Electric)

ARO linbilities arc required to be recognized for lepal obligations associated with the retirement of long-lived assets. The initial obligation is measured at its
cstimated fair value. An ARO must be recognized when incurred if the fair value of the ARO can be reasonably estimated. An equivalent amount is recorded
as an increase in the value of the capitalized nsset and amonized to cxpense overthe useful life of the asset. Until the oblipation is settled, the liability is
increased, through the recognition of aceretion expense in the statement of incotme, for changes in the obligation due to the passuge of time.

(PPL, LKE, LG&E and KU)

In the case of LG&E and KU, becuuse costs of removal are collected in rates, the deprecistion and accretion expenses related to an ARO are recorded as o
repulatory asset, such that there is no camings impact.

{AN Registrants except PPL Electric)

See Note 19 to the Financial Statements for additional information on AROs.

In determining AROs, manegement must make significant judgments and cstimates to caleulate fair value. Fuir value is developed using an expected present
vilue technique based on assumptions of market participants that considers estimated retirement costs in current period dollars that are inflaced to the
anticipated retirement date and then discounted back 10 the date the ARO was incurred. Changes in assemptions and estimates included within the

calculations of the fair value of AROs could result in significantly different reselts than those identified and recorded in the financial statements. Estimated
ARO costs and settlement dates, which affect the camrying value of the ARO and the related capitalized nssct, are reviewed
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periodically to ensure that any material changes sre incomporuted into the latest estimate of the ARO. Any change to the capitalized asset, positive or
negative, is generally amortized over the remaining life ofthe associated long-lived asset.

At December 31, 2014, the total reconded balances and information on the most significant recorded AROs were as follows.

Most Significant AROs

Tutal
ARQ Amouni
Recorded Reenrded Yo of Total Descriptinn
Nuclear decommissioning, ash ponds,

PPL 5 761 § 587 i, land fills and natural gas mains
FPL Energy Supply 425 6y 7 Nutlear decommissioning
LKE 285 214 76 Ash ponds, londfills and notural gos mains
LGLE T4 A 02 Ash ponds, landfitls and notural gas maoins
RU 211 172 K2 Ash ponds and landfills

The most significant assumptions surrounding AROs are the forecasted retirement costs {including the settlement dates and the timing of cash flows), the
diseount rates and the inflation rates. At December3 |, 2014, a 10% change to retirement cost, g 0.25% decrease in the discount rate ora 0.25% increase in
the inflation rate would not have a significant impact on the ARO liabilities of the Registrants. For PPL and PPL Energy Supply, there would be no
significant change to the annual depreciation expensc of the ARO assct or the annual seerction expense of the ARO linbility #s a result of these changes in
assumptions. As noted nbove, these fiuctors do not impact the Stefements of Income of LKE, LG&E and KU,

Income Taxes (Al Registranis)

Significant management judgment is required in developing the provision forincome taxes, primarily duc to the uncertainty related to tax positions taken or
expected 10 be taken in tax retums, valuation allowances on deferred tax assets and whether the undistributed camings of WPD are considered indefinitely
reinvested.

Significant management judgment is required to determine the amount of benefit recognized related o an uncertain tax position. Tox positions are evaluated
following o two-step process. The first step requires an entity to detenmine whether, besed on the technical merits supporting a panticulor tzx position, it is
more likely than not (greater than a 50% chance) that the tax position will be sustained. This determination assumes that the relevant taxing authority wilk
cxamine the tax position and is aware of ail the relevant facts sumounding the tax position. The second step requires on entity to recognize in the financial
statements the benefit of a tax position that meets the more-likely-than-not recognition criterion. The benefit recognized is measured ot the largest amount of
benefit that has a likelihood of realization, upon settlement, that exceeds 50%. Managemnent considers a number of factors in assessing the benefit to be
recopnized, including negotiation of o settlement.

On a quarterly basis, unccnain tax positions are reassessed by considering information known as ol the reporting date, Based on management's assessment of
new information, a tax benelit may subsequently be recognized fora previously unrecognized tax pesition, a previously recognized 1ax position may be
derecognized, or the benefit of'a previously recognized tax position may be remeasured. The amounts ultimately paid upon resolution of issues mised by
taxing authorities may differ materally from the amounts acerued and may materally impact the finuncial statements in the future.

At December 31, 2014, it was reasonably possible that during the next 12 months the 1otal samount of unrecognized tax benefits could increase or decrease by
us much as the following,

Increase Decrease

PPL 5
'L Energy Sopply 15

These potential changes could result from subsequent recognition, derceognition and/'or changes in the measurement ol uncenain tax positions related to the
timing and utilization of tax credits and the related impact on oltemative minimum tax and other eredits, the timing and/or valuation of certain deductions,
intercompany transactions and unitary filing groups. The events that could cause these changes are direct settlements with taxing authoritics, litigotion,
lepal or administrative guidance by relevant taxing authoritics and the tapse of an applicable statute of limitation. In addition, for PPL, this change could
also relate to the creditability of forcign 1axes and the timing and wiilization of forcign 1ax credits. For PPL Electric, LKE, LG&E and KU, no significant
changes in unrecognized tax benefits are projected over the next 12 months.



The balance sheet classification of unrecognized tax benefits and the need for valuation atlowances to reduce deferred tax assets also require significant
management judgment, Unrecognized tax benefits are classified as cument to the extent management expects to seitle an uncertain tax position by payment
orrceeipt of cash within one year of the reporting date. Valuation allowances are initinlly recorded and reevatuated each reponting period by assessing the
likelihood of the ultimate realization of o deferred tax asset. Management considers o number of factors in assessing the realization of a deferred tax asset,
including the revemsal of temporary differences, future taxable income and ongoing prudent and feasible tax planning strategies. Any tax planning strategy
utilized in this assessment must mect the recognition and measurement criteria utilized to account for an uncenain tax position. Management also considers
the uncentainty posed by political risk and the effect of this uncertainty on the various factors that management takes into account in evaluating the need for
valuation allowances. The amount of deferred tax asscts uliimately realized may differ materially from the estimates utilized in the computation of valuation
allowances and may materially impact the financial statements in the future.

See Note 5 to the Financial Statements for income tax disclosores, incleding management’s conclusion that the undistributed camings of WPD are considered
indefinitely reinvested. Based on this conclusion, PPL Global does not recerd ULS, income taxes on WPD's undistributed camings.

Repulatory Assets and Liahilities
{PPL)

WPD eperates in an incentive-bused regulatory structure under distribution licenses granted by Ofgern. WPD's clecireity distibution revenues are set every
five years (changing to every cight years beginning on Aprit 1, 2001 5) through price controls that are not direetly based on cost recovery, Therefore, WPD is
not subject to accounting for the efitets of certain types of regulation as prescribed by GAAP and docs not recond regulatory assets and liabilities.

{All Registranis except PPL Energy Supply)

PPL Electric, LG&E and KU, are subject to cost-bused rate regulution. As n result, the effects of regulatory actions are required to be reflected in the financial
statements. Assets and liabilities are recorded that result from the repulated mtemaking process that may not be recorded under GAAP for non-regulated
entitics. Regulatory nssets generlly represent incurred costs that hove been deferred because such costs are probable of future recovery in regulated customer
rates. Regulatory Habilities are recognized foramounts expected 10 be retumed through future regulated customer rates. In cenain cascs, regulatory
liabilities are reconded based on an understanding or agreement with the regulator thot rates have been set to recover costs that are expected to be incured in
the future, and the regulated entity is accountable forany amounts charged pursuant 1o such rates and not yet expended for the intended pumose.

Management continually assesses whether the regulatory assets atre probable of future recovery by considering factors such as changes in the applicable
regulatary and political environments, the ability to recover costs through regulated rtes, recent rte orders to other regulated entities, and the status of any
pending or potential deregulation legisiation. Based on this continual assessment, management believes the existing regulatory assets are probable of
recovery. This assessment reflects the cumrent political and regulotory climate at the stote and federal [evels, and is subject to change in the future. 1f future
recovery of costs ccases to be probable, the regulatory asset would be written-off. Additionatly, the regulatory agencics can provide flexibility in the manner
and timing of recovery of regulatery assels,

At December 31, 2014, regulatory assets and regulatory linbilities were recorded as reflected in the table below. All regulatory asscts are cither currently
being recovered under specific mite orders, represent amounts that are expected to be recovered in future mies or benefit future periods based upon cstablished
regulatory prictices.

reL
PFL Elvctric LKE LG&E KL

Regulatory asscls s 1,599 § 909 § 690 § 418 3 bir o
Repulatory labilities 1,083 94 98Y 468 521

Sce Note 6 to the Financial Statements for additions] information on regulatory assets and liabilitics.
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Revenue Recngnitinn - Unbilled Revenue (PPL Electric, LKE, LG&EE amd KU)

Revenues related to the sale of energy are recorded when service is rendercd or when energy is delivered to customers, Because customers are billed on
cycles which vary based on the timing of the actual meter reads taken throughout the month, estimates are recorded for unbilled revenues at the end of cach
reporting period. Such unbilled revenue amounts reflect estimates of the deliveres to customers since the date of the last reading of their meters. The
unbilled revenue estimates refleet consideration of factors including daily lotd models, estimated usage for each customer class, the effect of current and
different rate schedules, the meter read schedule, the billing schedule, actual weather data and where applicable, the impact of weather normalization or other
regulatory provisions of rate struciures. At December 31, unbilled revenucs recorded on the Balance Sheets wene as follows.

2014 2013
PPl Electric 3 113 3 116
LKE 167 180
LG&E 76 H5
KU 9l 45

Other Informution (A Registrants)
PPL's Audit Committee has approved the independent auditor to provide audit and nudit-related services, tax services and other services penmitied by

Sarbunes-Oxley and SEC rules. The audit and audit-related services include services in connection with statutory and reguiatory filings, eviews of offering
documents and registration statements, and intemal control reviews,
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ITEM TA. QUANTITATIVE AND QUALITATIVE MSCLOSEURES ABOLUT MARKET RISK

PPL Corporation, PPL Energy Supply, LLC, PPL Llectrie Utilities Corporation, LG&E wmd KU Enerpy LLC, Louisville Gas and Eieetric Company
and Kentucky Utilities Company

Reference is made 1o "Risk Management™ for the Registrants in "ltem 7. Combined Management's Discussion and Analysis of Financial Condition and
Results of Operations.”
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Report of Independent Repistered Public Accounting Firm

The Board of Directors and Sharcowncrs of PPL Comoration

We have audited the accompanying consolidated balance sheets of PPL Corporation and subsidiarics as of December 31, 2014 and 2013, and the related
consolidated statements of income, comprehensive income, equity, and cash flows for cach of the three years in the period ended December 31, 2014, Qur
audits also included the financial statement schedule listed in the Index at Item 15(a}(2). These financial statements and schedule are the responsibility olthe
Company's management. Our responsibility is to cxpress an opinion on these financial statements and schedule based on our audits,

We conducted our qudits in accordance with the standards of the Public Company Accounting Ovemight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on & test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion,

In our opinion, the financial statements refermed to above present fairy, in all material respects, the consolidated financial position of PPL Comomtion and
subsidiarics at December 31, 2014 and 2013, and the consolidated results of their operations and their cash flows for each of the three years in the period
ended December 31, 2014, in conformity with U.S. genemily accepted accounting principles. Also, in our opinion, the related financial statement schedule,
when considered in relation to the basic financial statements taken as a whole, presents fitly in all material respects the information set fonh therein,

We nlso have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), PPL Corporation and
subsidiaries' intemnal control over financial reporting as of December 31, 2014, based on criteria established in Intemul Contol-Integrmated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) and our report deted February 23, 2015, cxpressed an
unqualified opinion thercon.

‘v Emst & Young LLP

Philadelphis, Pennsylvania
February 23,2015
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Repart of Independent Registered Public Acenunting Firm

The Board of Directors and Sharcowners of PPL Corporation

We have audited PPL Compomtion and subsidiarics' intcmal control over financial repornting as of December 31, 2014, based on criteria established in Intemal
Control-Integrated Framework issucd by the Committee of Sponsoring Organizations of the Treadway Commission (2013 fromework) {the COSO criteria).
PPL Corporation and subsidizrics' management is responsible for maintaining effective intemal control over financiul repornting, and for its asscssment of the
cffectiveness of intemal control over financial reporting included in Management's Reporst on Internal Contsol over Financial Reponing at ltem 9A. Our
responsibility is to express an opinion on the company's intemal control over financial reponting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether effective intemal control over financial reporting was maintained in 2ll material
respeets. Our audit included obtaining an understanding of intesnal control over financial reporting, assessing the risk that o material weakness exists, testing
and evaluating the design and operating effectiveness of intemal control based on the assessed sk, and performing such other procedures as we considerned
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company's intemal control over financial reporting is n process designed to provide reasonable assumnce reparding the reliability of financial reponting
and the preparation of financial statements for extemal purposes in accordance with genermily accepted accounting principles. A company's intemal control
over financial reporing includes those policies and procedures that (1) pertuin to the maintenance of records that, in reasonable detail, accumtely and fuirly
reflect the transactions and dispositions ol the assets of the company; (2) provide reasonable sssurmnce that tinsactions are recorded as necessary to pemit
preparation of financial statements in accordance with US, generally accepted accounting principles. and that receipts and expenditures of the company are
being made only in accordance with authorizations of mansgement and direetors of the compuny; and (3) provide reasonable assurince regarding prevention
ortimely detection of unauthorized acquisition, use, or disposition of the company's asscts that could have a material cffect on the financiai statcments.

Because of its inherent limitations, intermal control over financial reporting may not prevent or detect misstatements, Also, projections of any evaluation of
effcctiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

In our opinion, PPL Corporation and subsidiardes maintained, in ail materisl respects, cffective intemal control over financial reporting as of December 316,
2014, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets
of PPL Corporation and subsidiaries as of December 31, 2014 and 201 3, and the related consolidated statements of income, comprehensive income, cquity,
and cash flows for each of the three years in the period ended December 31, 2014, and our report dated February 23, 2015, expressed an unqualificd opinion
thercon.

/s/ Emst & Young LLP

Philadelphie, Pennsylvania
Februnry 23, 2015
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Report of Independent Registered Piblic Accounting Firm
The Board of Managers and Sole Member of PPL Energy Supply, LLC

We have nudited the accompanying consolidated balance sheets of PPL Encrgy Supply, LLC and subsidiaries as of December 31, 2014 and 2013, and the
related consolidated statements of income, comprehensive inceme, cquity, and cash flows for each of the three years in the period ended December 31, 2014,
These financial statements nre the responsibility of the Company's management. Our responsibility is to express an opinion on these finuncial statcments
basced on our audits,

We conducied our audits in accordance with the standards of the Public Company Accounting Oversipht Board (United States). Those standards require that
we plen and perform the rudit to obinin reasonable nssurance about whether the financial statements are free of material misstatement. We were not engaged
to perform an sudit of the Company's internal control over financial reporting, Our sudits included consideration of intemal control over financial repornting
as a basis for designing audit procedures that are appropriate in the circumstances, but not for the pumpose of expressing an opinion on the effectivencess of the
Company's intemal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial stutements, assessing the accounting principles used and sipnificant estimates made by management,
and cvaluating the overall financial statement presentation. We belicve that our audits provide a reasonabic basis for our opinion.

In our opinion, the financial statements referred to above present fairdy, in all material respects, the consolidated financial position of PPL Encrgy Supply,
LLC and subsidiaries at December 31, 2014 and 2013, and the consolidated resubts of their operations and their cash flows for each of the three years in the
period ended December 31, 2014, in conformity with U.S. generally accepted accounting principles.

‘s Emst & Young LLP

Phitadelphia, Pennsylvania
February 23, 2015
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The Board of Directors and Stockholder of PPL Electric Utilitics Corporation

We have audited the accompanying consolidated balance sheets of PPL Electric Utilities Comporation and subsidiades as of December 31, 2014 and 2013,
and the related consolidated statements of income, sharcowners' equity, and cash flows for cach of the three years in the period ended December 31, 2014,
These finuncinl statements are the respensibility of the Company's manapement. Our responsibility is to cxpress an opinion on these financial statements
based on our audits,

We conducied our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstotement. We were not engoged
to perform an audit of the Company's intemal control over finencial reporting. Our audits included considertion of intemal control over financial reporting
us o basis for designing audit procedures that are approprinte in the circumstances, but not for the purpose of expressing an opinion on the cflectiveness of the
Company's intemal control over financinl reporting. Accondingly, we express no such opinion. An audit also includes examining, on o test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant cstimates made by manngement,
and evalunting the overall finuncial statement prescntation. We believe that our audits provide a reasonable basis for our opinion.

ln our opinion, the financial statements refemed 1o above present faidy, in all material respects, the consolidated financial position of PPL Electric Ltilities
Corporation and subsidirres at December 31, 2014 and 2013, and the consolidated results of their operations and their cash flows for cach of the three years
in the period ended December 31, 2014, in conformity with U.S. gencrally accepted accounting principles.

's; Emst & Young LLP

Philadelphia, Pennsylvania
Febmary 23, 2015
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Report of Independent Registered Public Accounting Firm
The Boand of Directors and Sole Member of LG&E and KU Energy LLC

We have audited the sccompanying consolidated balance sheets of LG&E and KU Energy LLC and subsidiaries as of December 31, 2014 and 2013, and the
related consolidated statements of income, comprehiensive income, equity, and cash flows for cach of the three years in the period ended December 31, 2014,
Our audits also included the financial statemens schiedule listed in the Index at em 15(@)2). These financtal statements and schedule are the responsibility
of the Company's management. Our responsibility is to express un opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Bourd (United States). Those stondards require that
we plen and perform the audit 10 obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged
1o perform an audit of the Company's intemal control over financial reporting. Our audits included consideration of intemal control over financial reporting
as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's intemal control over financial reporting. Accordingty, we express no such opinion. An audit also includes examining, on a tesl basis, cvidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and sipnificant cstimates made by management,
and cvaluating the overall financial statement presentation. We believe that ouraudits provide a reasonable basis for our opinion.

In our opinion, the financial statements refermed to above present fainy, in all material respects, the consolidated financial position of LG&E and KU Energy
LLC and subsidiaries at December 31, 2014 and 201 3, and the consolidated results of their opemtions and their cash flows for cach ol the three years in the
period ended December 31, 2014, in conformity with ULS. generlly accepted accounting principles. Alse, in our opinion, the reinted finzncial statement
scheduie, when considered in relation te the basic financial statements tuken as a whole, presents fairly in atl material respects the information set forth
therein.

5 Emst & Young LLP

Louisville, Kentucky
February 23, 2015
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Report of Independent Registered Public Accounting Firm

The Boand of Dircctors and Stockholder of Lowisville Gas and Eleciric Company

We have audited the accompanying balance sheets of Louisville Gas and Electric Company as of December 31, 2014 and 2013, and the related statements of
income, equity and cash flows for each of the three years in the period ended December 31, 2014, These financial statements are the tresponsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States), Those standards requine that
we plun and perform the audit to obtain reasonable assurance about whether the financial statements are free of materinl misstetement. We were not engaged
to perform an sudit of the Company's intemal control over financial reporting. Our avdits included consideration of inlemal control over financial reporting
as a basis fordesigning audit procedures that are appropriate in the circumsiances, but not for the purpose of expressing an opinion on the cffectiveness of the
Company's intemal control over finuncinl reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test busis, evidence
supporting the amounts and disciosures in the financinl stalements, assessing the accounting principles used and sigaificant cstimates made by management,
and evaluating the overnl! financial statement presentation. We belicve that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred 10 shove present fuirdy, in afl material respects, the financial position of Louisvilic Gas and Electric Company
at December 31, 2014 and 2013, and the results of its operations and its cash Mows for cach of the three years in the period cnded December 31, 2014, in
conformity with U.S. gencrally aceepted accounting prineiples.

/s/ Emst & Young LLP

Louisville, Kentucky
February 23, 2015
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Report of Indepepdent Registered Puhlic Accounting Firm
The Board of Directors and Stockholder of Kentucky Utilities Company

Wi have audited the sccompanying balance sheets of Kentucky Utilities Company as of December 31, 2014 and 2013, and the related statements of income,
equity and cash flows for cach of the three years in the period coded December 31, 2004, These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in nccordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit 10 obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged
to perform an audit of the Company’s intemul control over financial reporting, Our audits included consideration of intemal control over financial reporting
as o basis for designing audit procedures that ure appropriste in the circumstances, but not for the purpose of expressing an apinion on the effectiveness of the
Company's intemal control over financial reporting. Accordingly, we express no such opinion. An audit also ioclndes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial siatements, assessing the accounting principles used and significant estimates made by management,
and cvaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the finaacial statements referred to above present firly, in all material respects, the financial position of Kentueky Utilities Company at
December 31, 2014 und 2013, and the results of its operations and its cash flows for cach of the three years in the period ended December 31, 2014, in
conformity with U.S. generally accepted accounting principles.

/s/ Emst & Young LLP

Louisville, Kentucky
February 23, 2013
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ITEMB. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,

L. Corporation and Subsidiaries
(Miflions of Dollars, except share daw)

2054 PN k) 2012
Operating Revenues
Utility b 7,782 § 7,201 & 6,808
Unrepulated wholesale encrpy LB08 2,909 3976
Unregulated retail energy 1,239 1,023 840
Encrgy-reloted businesses 670 588 508
Total Operating Revenues 11.499 11.721 12.132
Operating Expenses
Operation
Fuel 2,161 1,944 1.837
Energy purchases 1f41 1.967 2558
Other operation and maintenance 2,803 2,779 279
Loss on lease termination (Note 8) 697
Depreciation 1,220 1,142 1.087
Taxes, other than income 374 351 352
Enerpy-related businesscs 628 563 484
Total Operating Expenses $.227 9,443 9.106
Operating income 3272 2278 3,026
Other Income {Expense) - net 118 (23) (39)
Other-Than-Temporary Impoiments 2 1 21
Interest Expense 1.024 994 951
Incone from Continuing Operntinns Before Income Taxes 2,364 1,260 2,009
Income Taxes 741 j63 518
Income from Contiouing Operntions Afier Income Taxes 1,583 1,097 1,491
Income (Loss) from Discontinued Operations (net of income taxes) 154 34 40
Net Income 1,737 1,131 1,531
Net Income Attributable to Noncontrolling Interests 1 5
Net Ineome Attributable 1o PPL Shareowners $ 1,737 § 1,130 § 1,526
Amounts Attributable te PPPL Sharcowners:
Income from Continuing Operations Afict Income Toxes $ 1583 § 1096 $ [ 486
Income (Loss) from Discontinued Operations (net of income taxes) i54 34 40
Net Income S 1,737 § 1,130 § 1.526
Earnings Per Shure of Common Stock;
Income from Continuing Operations After Income Taxes Available to PPL
Common Sharcowners:
Basic $ 241 8 $ 55
Diluted 5 238 % § 2.54
Net Income Available to PPL Common Shurcowners:
Basic 5 264 8 185 & 261
Diluted 8 261 8 1.76 § 2.60
Dividends Declared Per Share of Common Stock $ 149 § 147 § .44
Welphted-Average Shares of Commuon Stock Outstanding (in thousands)
Basic 653,504 608,983 580276
Diluted 665,973 663,073 581,626

The accompunying Notes to Finanetal Statemonts are an integrad part of the finsncial sserements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FORTHE YEARS ENDED DECEMBER 31,

PPL Corporation and Subsidiarics

(Millinas of Dollars)

Net income

Other comprehiensive income (loss):

Amounts arising during the period - gains (losses), net of tax (expensce) benefit:
Foreign cumrency translation adjustments, nct of tax of (88), $4, 82
Available-for-sale securitics, nct of tax of (339), ($72), (831)

Quolifying derivatives, net of tax of $23, (341),{$32)
Equity investees' other comprehensive ineome (loss), net of tax of $0, 80, (31)
Defined benefit plans:

Priorservice costs, net of tax of (34), (81), 30

Net actuorial gain (loss), net of tax of $225, ($73), 8343

Reclassifications te net income - (gains) losses, net of tax expense (benefit):
Avuilable-for-sale secuntics, net of tax of $7, 54, §1
Qualifying derivatives, nct of tax of $23, $80, §278
Defined benefit plans:

Priorservice costs, net of tax of (33), (84), ($5)
Net actuarial loss, net of tex of ($34), ($49), (§29)
Total other comprehensive income (1oss) attributable 10 PPL Sharcowners

Comprehensive income (loss)
Comprchensive income nttributable to noncontroiling intercsts

Comprehensive income (loss) uttributable to PPL Shareowners

2014 2013 2012
$ 1,737 § 1,131 § [,331
(275) 138 04
s 67 29
(1 45 39
2
5 2 1
(509) 71 965)
(6} (6) (7
(64} (83) (434)
4 [ 10
111 135 79
(T0%) 375 {1.152)
1028 1,506 379
i 5
$ A28 11505 $ 374

The aceompunying Notes to Financial Statements are an integral part of the financial statenents.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,
I'PL Corporation and Subsidiarics
(Millions of Dollars}

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by (usced in) operating activitics
Depreciation
Amortization
Defined benefit plans - expense
Deferred income taxes and investment tax credits
Unrealized (gains) losses on derivatives, and other hedging activities
Pre-tax gain from the sale of the Montana hydroclectric genemtion business (Note 8)
Loss on leasc termination (Note 8)
Adjustment 1o WPD linc loss secrual
Stock compensation cxpense
Other
Change in current assets and current liabilitics
Accounts receivable
Accounis payable
Unbilled revenues
Fuel, materials and supplics
Countemany collateral
Taxes payable
Uncertain tax positions
Other
Other opemting activitics
Defined benefit plans - funding
Other asscts
Other liabilities
Net cash provided by (used in) operating activities
Cush Fiows from Investing Activitics
Expenditures for property, plant and equipment
Expenditures for intangible asscts
Proceeds from the sale of Montana hydroclectric generation business (Note 8)
Ironwood Acquisition, net of cash acquircd
Purchases of nuclcar plant decommissioning trust investments
Proceeds from the sale of nuclear plant decommissioning trust investments
Proceeds from the receipt of prants
Purchases of other investments
Net (increase) decrense in restricted cash and cash equivalents
QOther investing activities
Net cash provided by {used in) investing activitics
Cash Flows from Financing Activities
Issuance of tong-term debt
Retirement of long-term debt
Repurchase of common stock
Issuance of common stock
Payment of common stock dividends
Redemption of preference stock of a subsidiary
Bebt issvance and credit facility costs
Contract adjustment payments on Equity Units
Net increase (decrease) in short-term debt
Other financing activitics
Net cash provided by {used in) financing activitics
Effect of Exchange Rutes on Cash und Cash Equivulents
Net Increase (Decrease) in Cash and Cash Equivatents
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents a1 End of Period

Suppiemental Disclosures of Cash Flow Information
Cash paid (received) during the period for:
Interest - net of amount capitalized
Income taxes - net

2014 2013 2012
5 1,737 § 1,131 S 1.531
1,237 1,161 1,100
128 222 186
90 176 166
640 7 424
(175) 236 27
(246)
426
65 45 (90)
64 51 49
57 49 3l
($3) (165) 7
) 25 29
9 27 (19)
(134 7 (18)
(17} (B1} (34}
158 20 24
(114} )
80 (35) 55
“19) (563) (607)
12 7 (33)
23 194 (2)
3,403 2.857 2.764
(1,090} (4.212) {3,105)
(95) (95) a1
90{)
(84)
(170 (159) (154)
154 144 139
164 4 4
{120
(89) (20) 9%
17 43 52
(3.329) i4.295) 3.123)
296 2,038 1223
(546) (747) {108)
(74)
1,074 1410 7
(967) (87R) {833)
(250)
22) 49) (17)
(22) {82) (94)
T 19 74
(N (37) (19)
583 1.631 48
(8) 8 10
649 201 (3010)
1,102 901 1202
$ 1,751 § 1,i02 § 901
$ 959 § 916 § 847
$ 190 § 128 % 73

The accempuanying Notes to Financiul Statements arce an integrd part of the financial starements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 3t,
PPL Corporation and Subsidiarics
(Millions of Doflars, shares in thousiands)

2014 2013
Assels
Current Assets
Cash and cash equivalents 5 1,751 § 1,102
Short-term investments 120
Restricted cash and cash cquivalents 180 83
Accounts receivable (less reserve: 2014, $46; 2013, 564)
Customer 923 923
Oiher 171 97
Unbilled mvenues 735 835
Fucl, materiels nnd supplics 836 702
Prepayments 87 153
Deferred income taxes 129 246
Price risk management assels 1158 942
Regulutory asscls 37 33
Other current agscis 3z 37
Total Current Assets 6,159 3153
Investments
Nuclear plant decommissioning trust funds 950 864
Other investments 15 43
Total Investments 985 907
Property, Plapi und Equipment
Regulated utility plant 30,5608 27,735
Less: accumulated depreciation - repulated utility plant 5361 4.873
Regulated utility plant, net 25,207 21882
Non-regulated property, plant and equipment
Gencration 11310 11,881
Nuclear fuel 624 591
Other f85 834
Less: accumulated depreciation - non-regulated property, plant and equipment G404 6.172
Non-regulated propenty, plant and cquipment, net 6,415 7.134
Construction work in progress 2975 307t
Propenty, Plant and Equipment, net 34.597 33.087
Other Noncurrent Assels
Regulutory asscts 1,562 1246
Goodwill 4,005 4225
Other intangibles 925 947
Price risk management asscls 319 337
Other noncurrent asscts A2 357
Total Other Noncurrent Assets 7,123 7112
Total Assets s 48864 3 46.259

The aceompanving Notes wm Financia! Statements are an integral part of the financial statenenis
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Corporation and Subsidizrics
fMillions of Dollars, shares in thuusands)

Liabilities and Cquity

Current Liabillties
Short-term debt
Long-tcrm debt due within one year
Accounts payable
Taxes
Interest
Dividends
Price risk management liabilitics
Regulntory linbilities
Other current linbilitics
Total Current Lisbilitics

Long-terny Debt

Deferred Credits und Other Noncurrent Linbilities
Deferred income taxes
Investment 1ax credits
Price risk management liabilitics
Accrued pension oblipations
Assct retirement obligations
Regulatory linbilities
Other defemred eredits and noncurrent liabilities
Tatal Deferred Credits and Other Noneurrent Liabilitics

Commitments nnd Contingent Linbilities (Notes 5,6 and 13)

Equity
Common stock - $0.01 par value (2}
Additional paid-in capital
Eamings reinvested
Accumuiated other comprehensive loss
Totol Equity

Total Linbilities and Equity

{2y 780,000 shares authorized; 665,849 and 630,321 shares issued and ouistanding 01 December 31, 2004 and 2013

2014 2013
1,466 § 701
1.535 315
1,356 1308

230 114
314 325
249 232
1,126 829
91 90
1,076 998
7443 4912
18.856 20.592
4,450 3928
159 342
252 415
1,756 1286
739 687
992 1,048
589 583
8937 8289
7 6
Y433 8316
6,462 5,709
2.274) (1.565)
13,628 12466
48864 § 46.259

The accompunying Notes to Financial Statements are an integral part of the financial statements



CONSOLIDATED STATEMENTS OF EQUITY

PPL Corporation and Subsidiaries
{Milliony of Doliars)

December 31,2011
Common stock issued
Commeon stock repurchased
Stock-based compensation
Net income
Dividends, dividend equivalents,
redemptions and distributions
Other comprehensive
income (loss)

December 31, 2012

Common stock issucd

Commen stock repurchased

Cash settlement of equity forward
agreements

Stock-based compensation

Net income

Dividends, dividend cquivalents,
redemptions and disiributions

Other comprehensive
income (loss)

December 31,2013

Common stock issued
Stock-based compensation
Net income
Dividends, dividend cquivalcnts,
redemptions and distributions
Other comprehensive
income (loss)

December 31,2014

PPIL Shareawners

{2} Shates in thousands. Each share entitles 1the holder to one vole on any guestion presented a1 any sharcowners' meeting,

128

The accompanying Notes to Financial Statememts are an integral part of the financial statemenis,

Cammun
stock Accemulated
slares Additional nther Non-
uutstanding Common puid-in Earnings camprchensive cuntrolling
(a) stock capital reinvested loss interests Total
578,405 $ 65 6813 % 4,797 § (TB8) § 268 § 11,096
3,543 99 99
“)
18 18
1,526 5 1,531
6 {845) (255) {1,094)
{1,152} (1.152)
581,944 % 6 % 6936 § 5478 § (1.940) $ IR $ 10,498
50,807 5 1,437 $ 1437
(2,430) (74) {74)
(13) (13)
30 30
5 1,130 ) 1 1,131
(899) (19) (918)
5 375 375
630321 % 6§ 8316 % 5709 § {1.565) § 8 12,466
35528 'S 1% 1,089 5 1,090
28 a8
3 1.7137 1,737
(984) (984)
5 (709) {709)
(65,849 § 78 0433 § 6.462 § (2.274) b 13,628



CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,

PPL Encrey Suppty, LLC and Subsidiaries
{Aillions of Dollars)

Operating Revenues
Unrcgulated wholesate energy
Unregulated wholesale encrgy to affiliate
Unmegulated retail energy
Energy-related businesses
Total Operating Revenues
Operating Expenses
Operation
Fuel
Encrgy purchuses
Other operation and maintenance
Loss on lease terminution (Note 8)
Depreciation
Taxes, other than income
Encrgy-related businesses
Tatal Operating Expenses

Operating Income (Loss)

Other Income (Expensc) - net

Interest Expense

Income (Loss) Irom Cantinuing Operations Before lneome Taxes
Income Taxes

Incoine (Loss) from Continuing Operations After Income Taxes
Income (Loss) from Discantinued Opemtions (net of income taxes)
Net Income (Loss)

Net Income (Loss) Atiributable to Noneontrolling Interests

Net Income (Loss) Attridbutuble to PPL Enerpy Suppty Member

Amounts Atributable 1o PPL Energy Supply Member:
Income (Loss) from Contintting Operations Afier income Taxes

Income (Loss) from Discontinued Operations {n¢t of income taxes)

Net Income (Loss)

2014 2013 2012

S 1LB0Y § 2909 § 3976

B4 51 78

1,243 1,027 844

] 537 448

3,736 4514 5346

1,196 1,049 965

200 1171 1,821

1,007 1.026 997

697

297 299 am

57 53 55

573 512 432

1339 4,807 4542

347 (293) 804

an 32 19

134 159 158

303 420) 665

116 {159) 236

187 (261) 429

223 32 46

410 (229} 473

] 1

3 4t 5 (230) § 474

5 187 § (262) § 428

223 32 46

$ 410§ {230) § 474
——

The accompunrying Noter to Finarcial Statememis are an integral part of the financial statentents.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FORTHE YEARS ENDED DECEMBER 31,

PPL Encepy Supply, LLC and Subsidiarics

{Miilions of Dollars)

Netineome (loss)

Other comprehenstve Income (loss):
Amounts arising during the period - gains {losses), net of tax (cxpensc) benefit:
Available-for-sale sccurities, net of tax of (340), ($72), (831)
Qualifying derivatives, net of tax of $0, 30, (546)
Defined benefit plans:
Prior service costs, net of tax of (36), (51), 50
Net actuarial gain {loss), net of tax of $83, (§49), $56
Reclassifications to net income - {gains) losses, net of 1ax expease (benefis):
Avuailable-for-sale sccurities, net of tax of $7, $4, $1
Qualifying derivatives, net of tax of $17, 584, 5291
Defined benefit plans:
Prior service costs, net oftax of (31 ), (83}, (82}
Nct actunrial loss, nct of tax of ($4), (810), ($2)
Total other comprehensive income (loss) attributable to
PPL Encrpy Suppty Member

Comprehensive income (Inss)
Comprehensive income attributabic to noncontrolling interests

Comprehensive income (loss) attributuble to PPL Epergy Supply Member

2014 2013 2012
410§ (229) § 475
35 67 29

68

8 3 1
{120 71 (82)
{6) (3] (7
(25) (123) {463)
3 4 5

5 14 10
(100) 29 {439)
310 (200) 16
1 1

310 S (201) $ as

The uccompanying Notes to Financial Statements are an integral part of the financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR TIIE YEARS ENDED DECEMBER 31 3

PPL Energy Supply, LLC and Subsidiaries
(Millions of Dollars)

20114 2413 2012
Cash Flows from Operating Activities
Net income (loss) 5 410 § (229) § 475
Adjustments to reconcile net income to net cash provided by {used in) operating activities
Depreciation 313 318 285
Amortization 163 156 119
Defined benefit plans - expense 42 51 43
Defered income taxes and investment tax credits (26) (296) 152
Impaimment of usscts 20 65 3
Unrealized (gains) losses on derivatives, and other hedging activities 4 171 (41}
Pre-tax gain from the sale of the Montana hydroelectrc generation business (Note 8) (315)
Loss on [ease termination (Note 8) 426
Other 36 2 19
Change in current assets and current lighilitics
Accounts receivable 17 23 (54)
Accounts payable 2 (56) (22
Unbilled revenues 68 83 33
Fucl, materials and supplics 7 (31) (29}
Prepayments (53) {(5) {1)
Counterpurty collateral (a7 (81) {34)
Price risk management asscts and tinbilitics 30) 7 (28]
Taxes payable {3) an (27)
Other “t) (16) a7
Other operating activities
Defincd benefit plans - funding 35 (113} (75)
Other asscts 3 ) 1)
Other liabilitics (30) 17
Net cash provided by (used in) operating activitics 462 410 784
Cush Flows from Investing Activities
Expenditurcs for property, plant and equipment (416) (583) (648)
Procceds from the sale of the Montana hydroclectric genertion business (Note 8) 900
Ironwood Acquisition, net of cash ncquired (84)
Expenditures for intangible assets {46) (42) 45)
Purchases of nuclear plant decommissioning trust investments (170) (159) (154)
Proceeds from the sale of nuciear plant decommissioning trust investments 154 144 139
Procceds from the receipt of grants 164 3
Net (increase) decrease in notes receivable from offiliates 198
Net (increase) decrease in restricted cash and cash cquivalents {108) (22 104
Other investing activitics 19 28 21
Net cash provided by (used in) investing activities 497 (631) (469)
Cash Flows from Financing Activities
Retirement of Tong-term debt 309 {747} 9)
Contributions from member 739 1,577 563
Distributions to member (1,906) (408) (787)
Net increase (decrease) in short-term debt 630 (356) {44)
Other financing activities (19) (G))]
Net cash provided by {used in) financing nctivities (846) 47 (281)
Net Inerense (Decrease) in Cash and Cash Equivalents 113 (174) 34
Cash and Cash Equivalents at Beginning of Period 239 413 379
Cash and Cash Equivalents at End of Period $ 351 8 239 & 413
Supplemental Disclosurcs of Cash Flow Information
Cash paid (received) during the period for:
Interest - net of amount capitalized $ 122 § A 150
Income taxes - net 5 310 § 189 % 128

The accompanying Notes 1o Financil Statements are an integral past of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Energy Supply, LLC and Subsidiarics
(Afitiions ef Dollars)

Assets

Current Asscts
Cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable (fess reserve: 2014, 82; 2013, 821)
Customer
Other
Accounts receivable from affiliates
Unbilled revenues
Fuel, materials und supplics
Prepayments
Price risk management asscts
Other cument assets
Total Current Assets

Investments
Nuclear plant decommissioning trust funds
Cther investments
Total Investments

Property, Plont and Equipment

Non-regulated property, plant and equipment
Generation
Nuclear fuct
Other

Less: accumulated depreciation - non-tegulated property, plant and cquipment
Non-regulated property, plant and equipment, net

Construction work in progress

Property, Plant ond Equipment, net

Other Noncurrent Assets
Goodwill
Other intangibles
Price risk management assets
Othcr noncurrent pssets
Total Giher Noncument Assets

Total Assets

The accompanyving Notes 1o Financlel Statements are an integral part of the finuncial stafenents

a2

2014 2013
352 § 239
176 68
186 233
113 97
36 45
218 286
455 358
70 20
1,079 RGO
26 27
2,701 2333
950 B64
30 37
980 901
11,318 11,891
624 591
193 288
6,242 6,046
5,993 6,724
443 450
6436 7.174
7 86
257 266
239 338
15 86
643 766
10,760 $ £1.074
— i




CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
PPL Encrpy Supply, LLC nnd Subsidiaries
(Milliany of Datlars)

Linhilities and Equity

Current Liabilities
Short-term debt
Long-term debt due within one year
Accounts payable
Accounls payable to affilistes
Taxes
Interest
Price risk management liobilitics
Other current lizbilitics
Tota! Current Liabilities

Long-term Bebt

Deferred Credits and Other Noncurrent Linbilities
Deferred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asget retirement obligations
Other deferred credits and noncurment liabilitics
Total Beferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liabilities (Note 15)
Member's eoquity

Total Liabiiities and Equity

The accompanving Notes to Financial Statements are an integral pant of the financial stazements.

133

2014 2013
630
535 304
361 393
50 4
28 3l
16 )
1,024 750
246 278
2,890 1,782
1,683 2221
1,223 1114
27 205
193 320
299 11
415 393
123 130
2280 2273
3907 4,798
10,760 11074




CONSOLIDATEDSTATEMENTS OF EQUITY
PPL Enerpy Supply, LLC and Subsidiarics

(Millions of Dailars)

December 31,2011

Net incame {loss)

Other comprehensive income (loss)
Contributions from member
Distributions

December 31,2012

Net income (loss)

Other comprehensive income (loss)
Contributions from member
Distributions

December 31,2013

Net income (loss)
Othercomprehensive income (loss)
Contributions from member
Distributions

December 31, 2014

Non-
Member's controlling
cquity interests Total
4,019 18 § 4,037
474 ] 475
(439) {439)
563 563
(787} {1} (788)
3.830 18§ 3848
{230) 15 (229
29 29
1,577 1,577
{408) (19 (427)
4,798 —_ b 4.798
410 $ 410
{100) (1o
739 739
(1,940} (1.940)
3907 5 3.907

The aecompanying Notes lo Financial Sutements are an integral part of the financial statements,
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
PPL Electrie Utlitics Corporatien and Subsidiaries
(Mitlinns of Dudfars)

2014 013 2012
Operating Revenues 5 2,044 5 1,870 % 1,763
Operating Expenses
Openation
Encrgy purchases 587 588 350
Encrgy purchascs from affiliate 4 5t 78
Other operation and maintenance 543 531 576
Depreciation 183 178 160
Taxes, other than income 107 103 103
Total Operating Expenses 1.506 1.451 1.469
Operating Income 538 419 294
Other Income {Expense) - net 7 6 9
Interest Expense (22 108 99
Income Before (ncome Taxes 423 317 204
Income Taxes 160 108 o8
Net lncame (a) 263 209 136
Distributions on Preference Stock 4
Net Income Available 1o PPL 5 263 3 209 § 132

(2) Ngt income approximates comprehensive income

The acenmpanying Notes to Financial Statemenis are an integral part of the fisancisl statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,

PPL Electric Utilities Corporation and Subsidiories
(Milfioas of Dollars)

Cash Flows from Operating Activitics
Net income

Adjustments to reconcile net income 1o net cash provided by (used in) operating nctivities

Depteciation
Amortization
Defined benefit plans - expense
Deferred income taxcs and investment tax credits
Other
Change in current assets and current liabilitics
Accounts receivable
Accounts payable
Prepayments
Taxes payable
Other
Otheroperating activities
Defined benefit plans - funding
Other assets
Other linbilities
Net cash provided by (used in) operating activities

Cush Flows from Investing Activities
Expenditures for property, plant and equipment
Expenditurcs for intangible assets
Net {(increase) decrease in notes receivable from affiliate
Otherinvesting activitics
Net eash provided by {used in) investing activities

Cash Flows from Financing Activities
Issuonce of long-term debt
Retirement of long-term debt
Contributions from PPL
Redemption of preference stock
Payment of common stock dividends 1o parent
Net increase (decrease) in short-term debt
Other finoncing activities
Net cash provided by {used in) financing activitics

Net Increase (Decrease) fn Cash and Cash Equivalents
Cush and Cosh Equivalents at Beginning of Period

Cash and Cash Equivalents ot End of Period

Supplemental Disclosures of Cash Flow Informution
Cash paid (reccived) during the period for:
Interest - net of amount capitalized
Income taxes - net

The accompanying Notes 1o Financial Statements are an integr! part of the finuncial statements.

2014 2013 2012
$ 263 § 209 § 136
185 178 160
19 to I8
is 21 n
87 127 14
(23) 9) (%)
(64) (29) k|
3 12 8
1 36 2
75 49 12
18 (15) (14)
(23) (93) (59)
19 B 3
11 10 18]
613 533 389
(931) {903) (624)
(26) (39) (%

150 (150)
16 12 20
(791) (1.080) {613)
206 348 249

10y

263 205 150
250)
{158) (127) (95)

(20) 20
) ) (10)
367 442 44
189 (115) (180)
25 140 330
$ 214§ 25 § 140
$ 110§ 87 $ 81
s 40 5 45) § 42)



CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,

PPI'L Electric Utilities Corparation and Subsidiaries
(Mitlions of Dallars, shares in thonsanals)

Assets

Current Assets
Cash and cash cquivalents
Accounts receivable (less reserve: 2014, 517; 2013, $18)
Customer
Crher
Accounts receivable from affiliotes
Notes receivable from affiliate
Unbilled revenues
Matenals and supplics
Prepayments
Defemed income taxes
Regulatory asscts
Other current assets
Total Cument Assets

Property, Plant and Equipment
Regulated wtiility plont
Less: accumelated depreciation - regulated utility plant
Regulated utility plant, net
Construction work in progress
Propenty, Plant and Equipment, net

Other Noncurrent Assets
Regulatory asscts
Intangibles
Other noncurrent asscts
Total Other Noncument Asscts

Total Assets

2014

2013

5 214 § 25

32 284

1 5

1 4

150

13 116

13 35

10 40

58 85

12 6

12 16

819 766

7,589 6,888

2,517 2417

3072 1470

738 591

5810 5,062

897 772

235 211

24 35

1,156 1.018

$ 7785 § 6846
—

The accompaniing Notes fo Fineneial Suitements are an integral purt of the finunciad statements,



CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
IPL Electric Utilities Corporation and Subsidiaries
(Millinns of Dollars, shares in thousands)

2014 2013
Liabilitics and Equity
Current Lighilities
Short-term debt 3 20
Long-term debt due within onc year $ 100 10
Accounts payable 325 295
Accounts poyable to affilintes 70 57
Taxes 85 51
Intercst M 34
Regulatory liabilitics 76 76
Other current liabilities 103 82
Total Current Liabilities 793 615
Loag-term Debt 250 23035
Deferred Credits and Other Noncurrent Linbilitics
Defermed income taxes 1483 1399
Accrucd pension obligations 212 %6
Repulatory linbilitics 18 i35
Other deferred credits and noncurment lizbilities 60 57
Totnl Defemed Credits and Other Noncurrent Liabilities 1,773 1567
Commitments and Contingent Liabilitics (Notes 6 and 13)
Stackholder's Equity
Common stock - no par value (a} 364 o4
Additional paid-in capital 1,603 1,340
Eamings reinvested 750 645
Total Equity 2,717 1349
Tatul Liubilities and Equity § 7.785 § 6.846

{a) 170,000 shares authorized; 66,368 shores issued and outstanding ot December 31, 2014 and 2013,

The accampanying Netes w Financial Statements are an integral part of the financial statements
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CONSOLIDATED STATEMENTS OF SHAREOWNERS' EQUITY

PPL Electrie Utilities Corporation and Subsidiarics

(Millionys of Dollars)

December 31, 2011

Net income

Redemption of preference stock

Capital contributions from PPL

Cash dividends declared on preference stock

Cash dividends declared on common stock
December 31, 2012

Net income

Capital comtributions from PPL

Cash dividends declared on common stock
December 31, 2013

Net income
Capital contributions from PPL
Cash dividends declared on common stock

December 31, 2014

{u} Shares in thousands. All common shares of PPL Eleerric stock are owned by PPL

Common
stock
shares Additional
outstanding Preferred Common paid-in Earnings
{u) securities stock cupital retavested Tatal
66368 3 250 3 364 § 979 % 532 % 2025
136 136
(250) 6 (6) (250}
150 150
{4) (4)
{95) {95}
66368 5 3 364 3 1,135 § 563 % 2,062
[ —— .
b 209 % 209
S 205 205
(127) (127)
66,368 3 i6d % 1,340 § 645 § 2.349
—_— E—— _
g 263 § 263
g 263 263
(158) (158)
66368 3 364 § 1603 § 750 % 2,717

The accompanying Noses 1o Financial Stntements are an imtegral past of the financial statements.
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CONSOLIDATED STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
LG&E and KU Encrgy LLC and Subsidiaries
(Millions of Doliars)

2014 2013 2012
Operating Revenues S 3168 2976 $ 2,158
Operating Expenses
Operation
Fuel 965 896 872
Energy purchases 253 217 195
Other operation and maintenance 815 778 778
Depreciation 354 334 346
Taxes, other than income 52 48 46
Total Operating Expenses 2434 2273 i EF]
Operating Income 729 703 512
Other Income (Expensc) - net 9) 7} (15}
Other-Than-Temporary Impaimments 25
Interest Expense 167 144 150
Interest Expense with Affiliate 1 1
tncome from Continning Operations Before Income Taxes 553 551 331
Income Tuxcs 209 206 106
Ineome from Continuing Operations After Income Taxes 344 345 L]
Income {Loss) from Discontinucd Operations (net of income 1nxcs) 2 (6
Net Income $ 344 347 5 219

The accompanying Notes to Financial Statemenss are an ittegral part of the financigl slalements
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FORTHE YEARS ENDED DECEMBER 31,

LG&E and KU Esergy LLC and Subsidiarics

(Millians of Dofiars}

Net inceme

Other comprehensive income (fossy:
Amounts arising during the period - gains {losses), net of tax
{expense} benefit:
Equity investee's other comprehensive income (loss), net
oftax of $0, $0,($1)
Defined benefit plans:
Prior scrvice costs, net of tax of $4, $0, 0
Net actuarial gain (loss), nct olMax of $32,(518),813
Reclassification to net income - (gains) losses, net of tax
expense (benefit):
Equity investees' other comprehensive (income) loss, net of
1ax of §0, 80, $0
Defined benefit plans:
Prior service casts, net of tax of S, 20, 80
Net actuarial loss, net of tax of $0, $0, 50
Total other comprehensive income (loss)

Comprehensive income {foss) attributable to member

2014 2413 2012
REE 347 5 213
i
{7)
{80) 28 1)
{1
1
1) 1
{58) 28 (19)
286 % 375 § 200

The accompanying Netes (o Financial Statements are an integral part of the financial statements



CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,

LG&E and KU Encrgy LLC and Subsidiaries
(Mitlions of Dollars)

Cash Flows frem Operating Activitics
Net income
Adjustments {0 recencile net income to net cash
provided by (used in) operating activitics
Depreciation
Amonization
Defined benefit plans - cxpense
Deferred income taxes and invesiment 1ox credits
Impairment of asscts
Other
Change in current assets and current liabilities
Accounts reccivable
Accounts payable
Accounts poyable to sffilintes
Unbilled revenues
Fucl, materinls and supplies
Income tax receivable
Taxes payable
Other
Other operating activities
Defined benefit plans - funding
Scttlement of intcrest rate swaps
Oiher assels
Other liabilities
Net cash provided by (used in) operating activities
Cush Flows from Investing Activities
Expenditures for property, plant and cquipment
Net (increase) decrease in notes receivable from affilintes
Other investing activitics
Net cash provided by (used in) investing activitics
Cash Flows from Financing Activities
Net increase {(decrease) in notes payable with affiliates
Issuance of long-term debt
Net increase (decrease) in short-term debt
Debt issunnce and credit facility costs
Distributions to member
Contributions from member
Net cash provided by (used in) financing activities
Net Increase (Deerease) in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Period
Cash snd Cash Equivalents ut End of Periad

Supplensental Diselosures of Cash Flow Inlurmation
Cash paid {received) during the period for:
Interest - net of amount capitalized
Income taxes - net

2014 2013 pd{] 4
3 344 § 347 § 219
354 334 346
25 22 27
25 48 40
449 254 133
25
16 5 3
20 29 (9)
12 10 1
) I (1)
13 24 (10
(32) m 8
(136) 1 2
I3} 13 1
() 22
(45) (168) (70)
86
{7) 9 (8)
@ 4 38
999 920 744
{1.262) (1434) (768)
70 (70) 15
1 2
(1.191) {1.502) (753)
41 (25) 25
496
130 120 125
8 (6) ]
(436) (254) {155)
248 243
178 574 )
{14) (8) (16)
35 43 59
5 a § 35 § 43
s 157 § 137 139
5 (75) § (67) § 45

The accampanying Netes to Financial Statements are an imtegral part of the financial statements.
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,

LG&E and KU Encrpy LLC and Subsidinries
(Mittions of Ballarsi
Assets

Current Assels
Cash and cash cquivalents

Accounts receivable (fess reserve: 2014, $25; 2013, 522)

Customer

Cther
Unbilled revenues
Notes receivable from affiliates
Fuel, materials and supplics
Prepayments
Income taxes receivable
Deferred income taxes
Repulatory asscts
Othercurrent assets
Total Current Asscis

Property, Plant and Equipment
Repgulated wtility plamt
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Other, nct
Construction work in progress
Property, Plant and Equipment, net

Qther Noncurrent Assets
Repulatory assets
Goodwill
Otherintangibles
(her noncurrent assets
Total Other Noncument Assets

Totul Assets

214 2013

21 8 35

231 224

18 20

167 180

70

a1 278

28 21
136

16 159

25 Pl

3 3

956 1017

10,007 8,526

1067 778

8940 7748

5 3

1.559 1,793

10,504 9.544

665 474

996 996

174 224

101 98

1936 1,789

13396 $ 12350

The avcompanying Notes io Financial Statements are an integral part of the fingncial statements
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CONSOLIDATED BALANCE SHEETS AT DECEMBER 31,
LG&E and KU Energy LLC and Subsidiarics
(Mitlioas uf Dolfars)

Lialilities and Lquity

Current Liabilitics
Short-term debt
Long-term debt due within one year
Notes payuble with affiliates
Accounts payable
Accounts payable to nffilintes
Customer deposits
Taxes
Price risk managemcent liabilities
Price risk management lisbilitics to affiliates
Regulatory linbilitics
Interest
Other current liabilities
Total Currcnt Liabilities

Long-term Debs

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxes
Investment tax credits
Price risk management lisbilitics
Accrued pension obligations
Asset retirement obligations
Regulatory liabilitics
Other defemmed credits and noncurrent liabilities
Total Deferred Credits and Other Noncurrent Liabilities

Commitments and Contingent Liahitlities (Notes 6 and 15)
Memhber's equlity

Total Lizbilities and Equity

204 2013

5 37518 245
b
41

399 346

2 3

52 50

36 39

5 4
66

15 14

23 23

131 111

2.245 835

3,667 4,565

1,241 965

131 135

43 33

305 152

274 245

974 1,033

268 238

3,236 2,800

4.248 4.150

] 13.396 § 12350

—_— == —

The accompanying Notes in Financial Statements are an integral part of the financial siatements.
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CONSOLIDATED STATEMENTS OF EQUITY

LG&E and KU Energy LLC and Subsidiaries
fAfillinny of Dollars)

December 31,2011

Net income

Distributions to member

Other comprehensive income (loss}

December 31, 2012

Net income

Contributions from member
Distributions to member

Other comprehensive income (loss)

December 31,2013

Net income

Contributions from member
Disttibutions to member

Other comprehensive income {loss)

December 31,2014

The accompanying Notes to Finunciul Statements are an integrad part of the financial staiemens,
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3

Member's

Equity

3,741
219
{155)
(19)
3,786
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Louisville Gas and Electric Company

{Millions af Dollars)

Operating Revenues
Retail and wholesale
Electric revenue from affiliate
Total Opcrating Revenues

Operating Expenses
Operation
Fucl
Energy purchases
Energy purchascs from affilinte
Other operation and maintenance
Depreciation
Taxes, other than income
Total Opemting Expenses

Operating Income

Other Income (Expense) - net
Interest Expense

Income Before Income Taxes
Income Taxes

Net Income {n)

(a) Netincome equals comprehensive income.

20104 2013 2012
1,445 § 1351 § 1247
48 59 77
1,513 1,410 1324
404 367 374
230 195 163
14 10 12
379 373 363
157 148 152
25 24 73
1.209 1,117 1,087
124 293 237
(3) (2) 3)
49 34 42
272 257 192
103 94 69
169 $ 123

The accampanying Notes to Financial Sttements are an integral part of the financial statements.



STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,

Lauisville Gas and Eleetric Company
{Millions of Dollarx)

Cash Flows from Operating Activities
Net income

Adjustments to reconeile net income to net cash provided

by (uscd in) opemting activities
Depreciation
Amortization
Defined benefit plans - cxpense
Deferrcd income taxces and investment tax credits
Other
Change in current asscts and current liabilities
Accounts receivable
Accounts payablc
Accounts payable to offiliates
Unbilled revenues
Fucl, materials and supplics
Income tax receivable
Taxces payable
Other
Other operating activities
Defincd benefit plans - funding
Scttlement of interest mte swaps
Other assets
Other liabilitics
Net cash provided by (used in) opemting activities
Casli Flows fram luvesting Activities
Expenditures for property, plant and equipment
Net cash provided by (used in) investing activities
Cash Flows from Financing Activities
Issunnce of long-temm debt
Net incrcase {decrease) in short-term debt
Dcbt issuance and credit facility costs
Payment of common stock dividends to parent
Contributions from parent
Met cash provided by (uscd in) financing activities
Net Increase (Decrense) in Cash and Cash Equivalents
Cash and Caosh Equivalents at Beginning of Period

Cash und Cash Equivalents at End of Period

Supplemental Bisclosures of Cash Flaw Information
Cash poid (received ) during the period for:
Interest - net of amount capitalized
Income taxes - net

2014 2013 2012
s 169 S 163 5 123
157 148 152
12 6 1
9 18 18
118 26 69
2 9 (13)
(35) 23) )

25 16
) 1 (3)
Y (13) 53]

{H) (12)

(74)

8 9 M
8 (N
(13) {48) Qan

43
2) 9 24)
2) 6 22
371 366 305
(656) (577) {286)
(656) (577) (286)

248
244 {35) 55
{2) 3) )
(112) (99) (75)

157 86
287 197 22)
2 (14) (3)
8 L] 25
$ 10§ 8 S 2
5 46§ 36 S 39
$ 65 § 5t S 5

The uccompanying Notes te Financial Siatements are an imtegral part of the fingncial satemenis.
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BALANCE SHEETS AT DECEMBER 31,

Louisville Gas and Electric Company
(Miflions of Dollars, shares in thousands)

Assels

Current Assets
Cash and cash equivalents
Accounts receivable (less reserve: 2014, 82; 2013,52)
Customer
Other
Unbilled revenues
Accounts receivable from affiliates
Fuel, materinls and supplics
Prepuyments
Income taxes receivable
Regulntory asscls
Other current assets

Total Current Assets

Property, Plant and Erquipment
Regulated utility plant
Less: accumulated depreciation - repulated utility plant
Reguiated utility piant, net
Construction work in progress
Property, Plant and Equipment, net

Gther Noncurrent Assets
Regulatory asscts
Goodwill
Otherintangibles
Other noncurrent assets
Tota] Oiher Noncurrent Assets

Tatal Assets

2014 2013
16 § 8
107 102
1 9
7% 85

23
162 154
8 7

74
21 17
1 3
493 385
4,031 1,383
456 332
1575 3,051
676 651
4,251 3,702
397 303
389 189
97 120
35 35
01§ 847
5662 $ 4534

The aecompanying Notes to Fingncial Statements are an furegral part of the finanetal statements.
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BALANCE SHEETS AT DECEMBER 31,

Louisville Gns and Electric Company
(Mitlions of Dailars, shares in thousangdsi

Liabilities and Equity

Current Liahilkties
Short-term debt
Long-temn debt due within one year
Accounts paynble
Accounts payable 1o affilisies
Customer deposits
Taxes
Price risk management liobilities
Prce risk menagement liabilities (o affilintes
Regulatory Jinbilitics
Interest
Other current linbilities
Tolul Current Liabilities

Long-term Debt

Deferred Credits and Other Noneurrent Linhilities
Defemred income taxes
Investment tax credits
Price risk management liabilities
Accrued pension obligations
Asset retirement obligations
Repulatory linbilitics
Other defemed credits and noncurrent liabilitics
Total Deferred Credits and Other Noncurmrent Liabilities

Commitments and Contingent Liabilities (Notes 6 and 15)

Stockholder's Equity
Common stock - no par velue (a)
Additional paid-in capital
Eamings reinvested

Total Equity

Tatal Linbilitivs and Equity

{a) 75000 shares uthorized; 21,294 shares issued and outstanding a1 Decembier 31, 2014 and December 31, 2013

2014

2013

264 20

250
240 166
20 24
25 24
19 11
5 4

1
1 9
6 6
42 32
914 296
1103 1353
700 582
36 8
43 12
57 19
66 68
458 482
111 104
1471 1325
424 424
1,521 1364
229 172
2174 1960
5662 § 4934

The uccompanying Notes w0 Financial Statements are an insegral purt of the financial statements.



STATEMENTS OF EQUITY
Louvisville Gas and Efectric Company
rMillions of Deflars)

December 36,2001
Nct income
Cash dividends declared on common stock

Becember 31,2052

Net income

Capital contributions from LKE

Cash dividends declared on common stock
December 31,2013

Net income
Capital contributions from LKE
Cash dividends declared on common stock

December 31,2014

(#)  Shares in thousands, All common shares of LGAE stock are owned by LKE.

Comnman
stock
shares Atlclitinnal
wutstuniing Cammuon paid-in Earnings
fu) stagk capitu) reinvested Total
21294 § 424 1278 60 1,762
123 ko)
(75) (75)
21204 § 424 1,278 108 1.814
163 163
86 86
(99) (99)
21294 § 424 i,364 i72 1960
169 169
157 157
(112) (112)
21294 § 424 [ 5N i 2,174

The accompanying Notes to Finauciel Statenrents are an integral part of the financial statements.
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STATEMENTS OF INCOME FOR THE YEARS ENDED DECEMBER 31,
Kentucky Utilities Company
(Millions of Dullars)

Operating Revenues
Retnil and wholesale
Electric evenue from affiliate
Total Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchases
Encrgy purchases from affilinie
Other operation and maintenance
Depreciation
Taxcs, other than income
Total Operating Expenses

Operating Income

Other Income (Expense) - net
Other-Than-Temporary Empainments
Interest Expense

Income Before Income Taxes

Income Taxes

Net Income (1)

(o} Netincome approximates comprehensive income

2014 2013 2012

1,723 § 1,625 8 1512
14 10 12
1,737 1,635 1524
561 529 498
23 2 32
L 59 77
408 382 384
197 186 193
27 24 25/
1304 1,202 1207
433 433 317
(1) 3) {8)
3

77 70 69
355 360 215
135 132 78
220 § 228 § 137

The aveempanying Notes to Financial Staientents are an integral part of the finuncial staenienis.
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STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31,

henjucky Utilities Company
(Miliions of Dollars)

Cush Flows from Operating Activities
Net income
Adjustments to reconcile net income to nct cash provided
by {used in) opemting activities
Depreciation
Amortization
Defined benefit plans - expense
Deferred income tnxes and investment tax credits
Itnpairment of asscts
Other
Change in curment assets and current linbilitics
Accounis receivable
Accounts payable
Accounts payable to affiliates
Unbilled revenues
Fuel, materints and supplies
Income tax receiveble
Taxes payable
Other
Other operating activitics
Defined benefit plans - funding
Settlement of interest mtc swaps
Other asscts
Other liabilitics
Net cash provided by (used in) operiting activities
Cush Flows from Tnvesting Actlvities
Expenditures {or propenty, plant and equipment
Otherinvesting activitics
Net cash provided by (used in) investing activities
Cash Flows from Financing Activities
Issuance of long-term debt
Net increase (decrease) in shoni-tesm debt
Debt issunnce and eredit facility costs
Payment of common stock dividends to parent
Contribulions from parent
Net cash provided by {used in) financing setivitics
Net hnerease (Decrease) in Cash and Cash Equivaivnts
Cash and Cash Equivalents ot Beginning of Period

Cash and Cash Equivalents at End of Period

Supplementa! Diselosures of Cash Flow Information
Cash paid (received) during the period for:
Inierest - net of amount capitalized
Income taxes - net

2014 2413 iz
3 220§ 228 137
197 186 193
11 14 14
5 18 1
224 69 99
25
13 3) 10
@ A7) (17)
(1 23 I
22 (8)
1 {11} )
(25) 10 7
(60)
{Im 7] 15
(5) 10 6
(3 (65) 2N
43
) i (3)
7 10 26
566 495 500
{604) (853) {480}
1 2
(603) (853) {480
248
86 RO 70
) {3)
(148) (i24) (100)
41 157
27 358 {30)
() (10}
21 21 3]
5 11 3 2] 2l
$ 7358 61 62
s $ 47 (39)

The accompanying Notes to Financial Statements are an integral pari of the finuncial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilities Company
(Afithions of Dollars, shures in thousands)

Assets

Current Assets
Cash and cash cquivalents
Accounts receivable (less reserve: 2014, $2: 2013, 84)
Customer
Other
Unbilled revenues
Fuel, materials and supplies
Prepayments
Income taxes receivable
Regulatory assets
Other current asscts
Total Current Asscls

Property, Plant and Equipment
Reputated utility plant
Less: accumulated depreciation - regulated utility plant
Regulated utility plant, net
Other, net
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
Regulotory assets
Goodwill
Othier intangibles
Other noncurrent asscts
Totul Othier Noncurreat Asscts

Total Assets

214 2013
$ i1 85 21
24 122
6 g
91 95
(49 124
10 4
1]
4 10
4 6
459 391
5,976 3,143
611 446
5,365 4,697
| I
4810 1.139
6.246 5.837
268 171
on7 607
77 1ot
58 56
1010 935
5 17158 % 7.163

The uccompanying Netes to Financial Statements are an integral part of the financial statements.
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BALANCE SHEETS AT DECEMBER 31,
Kentucky Utilifies Compuny
(Millivny of Dollars, shaves in thousands)

2014 213
Linkilities and Equity
Current Linbilitics
Short-term debt S 236 % 150
Long-term debt due within one year 2540
Accounts payable 141 159
Accounts payable 1o affilintes 47 i3
Customer deposits 257 26
Taxes 14 33
Price risk management liabilitics to affilintes 33
Regulatory liabilities 5 3
Interest 11 11
Other cumrent liahilitics 41 36
Total Cument Liabilities 805 445
Long-term Debt 1,841 2091
Deferred Credits und Other Noncurrent Linbilities
Defermred income taxes H#84 658
Investment tex credits 95 97
Accrued pension obligations 59 1t
Assct retirement obligations 208 177
Regulatory liabilities 516 551
ther deferred credits and noncurment liobiiities 101 89
Total Deferred Credits and Other Noncurrent Liabilities 1.863 i.583
Commitments and Contingent Linbilitics (Notes 6 and 15)
Stockholder's Equity
Common stock - no par value {n) 308 308
Additional paid-in capital 2,596 2,505
Accumulated other comprehensive income (foss) |
Eumings reinvested 302 230
Total Equity 3.206 3,044
Tuotal Liabilities and Equity 5 7.715 § 7.163

(a) 80,000 shares outhorized; 37 818 shares issued and outstanding at December 31, 2014 and December 31, 2013

The gccompanying Natexs to Financial Statements are an fitteprad pant of the financiol sussements.
ipanying i !
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STATEMENTS OF EQUITY
kentucky Utilities Compuny
(Millions of Dollars)

December 31, 2011
Nct income
Cash dividends declared on common stock

Other comprehensive income {loss)
December 31,2002

Net income
Capital contributions from LKE
Cash dividends declared on common stock

December 31, 2013

Net income
Capital contributions from LKE
Cash dividends declured on common stock

Other comprehensive income (toss)
December 35, 2054

Commaon Accumulaled
stock other
shares Additinnal cirmprehensive
vutstanding Cuomman paid-in Earnbngs incorme
{n) stuck cuplinl reinyested {lorss) Tatal
37818 § 308 § 2348 B9 2,745
137 137
(100) (100)
$ 1 1
37818 § 308 3 2348 126 § 1 2.783
228 238
3 157 157
{124) {124}
37818 § 308 § 2,505 230 § 1 3,044
210 220
5 91 g1
(148) (148)
{1 (B
37818 § 308 % 2,596 302 § 3.206

(o) Shares in thousands. All common shares of KU stoek are owned by LKE.

The agecompanving Notes to Financisl Statemenes are an integral part of the financial stitements
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COMBINED NOTES YO FINANCIAL STATEMENTS

1. Summary ofSignificant Accounting Policies
(Al Registranis)
General

Capitalized terms and abbreviations appearing in the combined notes to financial statements are defined in the glossary. Doliars arc in millions, except per
sharc data, unless otherwisc noted. The specific Registrant to which disclosures are applicable is identificd in parenthetical headings in italics nbove the
applicable disclosure or within the applicable disclosure for its related activities and disclosures. Within combined disclosures, nmounts are disclosed for
any Repistrant when significant.

isiness nnd Consolidati

(PPL}

PPL is an encrgy and utility holding company that, through its subsidiarics, is pimarily engaged in: 1) the regulated distnbution of clectricity in the UK. 2)
the regulated generation, transmission, distribution and sale of electricity and the repulated distdbution and sale of natural gas, primarily in Kentucky; 3) the
regulated transmission, distribution and sale of electricity in Pennsylvania; and 4) the competitive pencration and marketing of electricity in portions of the
northeastern and northwestern U.S. Headquartered in Allentown, PA, PPL's principal subsidiarics are PPL Glohal, LKE (including its principal subsidiaries,
LG&E and KU), PPL Elcctric and PPL Encrgy Supply (including its principal subsidiarics, PPL EnergyPlus and PPL Generation). PPL's corpomte [evel
financing subsidiary is PPL Capital Funding.

WPD, a subsidiary of PPL Global, through indircet wholly owned subsidiarics operates repulated distribution networks providing clectricity service in the
U.K. WPD serves end-users in Wales and southwest and central England. Its principal subsidiaries are WPD (South Wales), WPD (South West), WPD (East
Midlands)and WPD (West Midlands).

PPL consolidates WPD on o onc-month lag. Moterial intervening events, such as debt issuances that occur in the lag period, are recognized in the current
period financial statements. Events that are signaificant but not material are disclosed.

(PPL and PPL Energy Supply)

PPL Encrgy Supply is an energy company conducting business primarily through its principal subsidiarics PPL Generation and PPL EnergyPlus, PPL
Generation owns and operates o portfolio of competitive domestic power generating asscts. These power plants are located in Pennsylvania and Montana and
use well-diversified fuel sources including coal, ursnium, natural gas, oil and water. PPL EncrpyPlus seils electricity produced by PPL Generation
subsidiarics, participates in wholesale market lond-following auctions, and markets vafous encrgy pmducts snd commodities such as: capacity,
trunsmission, FTRs, coal, natural gas, oil, uranium, emission allowances, RECs and other commoditics in competitive wholesale and competitive retail
markets, primarily in the northeastem and northwestern U.S,

In June 2014, PPL and PPL Energy Supply executed definitive agreements with affiliates of Riverstonce to combine their competitive power generation
busincsses into a new, stund-alone, publicly traded company named Talen Energy. See Nete 8 for additional information.

In November 2014, PPL Montana completed the sale of its hydrmoelcetric generating facilitics. See Note 8 for udditional information.
(PPL and PPL Electric)
PPL Electric is a cost-based mte-regulated nility subsidiary of PPL. PPL Elecinic's principal business is the regulated transmission and distribution of

electricity to serve retail customers in its franchised temitory in castern and central Penasylvanin and the regulated supply of electricity 10 retail customers in
that territory asa PLR.
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(PPL, LKE, LG&E and KU}

LKE is a utility holding company with cost-based mie-regulated utility operations through its subsidianies, LG&E and KU. LG&E and KU awe engaged in the
regulated generation, tansmission, distribution and sale of clectricity, LG&E also engages in the regulated distribution and sale of natural gas. LG&E and
KU maintain their separate identitics and serve customers in Kentucky under their respective names. KU alse serves customers in Virginia (under the Old
Dominion Power name} and in Tennessee under the KU name.

(PPL and PPL Energy Supplv)

"Income (Loss) from Discontinuced Operations {net of income taxes)” on the Statements of Income includes the activities of PPE Montana's hydroelectric
genemting facilities and the gain on the sale of these lacilitics to NorthWestem in November 2014. The related asscts and labilities have not been
reclnssified (o assets/liabilitics of discontinued operations on the balance sheet at December 31, 2013, The Statements of Cash Flows do not sepamitely repon
the eash flows of the Discontinued Operations, Sce Note 8 for additional information.

(Al Registrants)

The financial statements of the Registrants include cach company's own sccounts as well as the accounts of all entities in which the company has g
controlling financial interest. Entities for which a controlling financial interest is not demonstmted through voting interests are evaluated based on
accounting guidance for VIEs, The Registrants consolidate o VIE when they are determined to have o controlling interest in the VIE, and thus are the primary
beneficiary of the entity, The Registmnts are not the primary beneficiary in any matedsl VIEs, Investments in entitics in which o company has the ability to
exercise significant influcnce but does not have a contrlling financial interest arc accounted for under the equity method. All other invesiments ere carmied
at cost or fair value. All significant intercompuny transactions have been climinated. Any noncontrolling interests are reflected in the finencial stetements,

The financial statements of PPL, PPL Energy Supply, LKE, LG&E and KU include their share ofany undivided interests in jointly owned facilities, as well as
their share of the related opemting costs of those facititics, Sec Mote 12 for additional information.

Repulation
(PPL)

WPD operates in en incentive-based regelatory structure under distribution licenses granted by Ofgem. Electricity distribution revenues are set by Ofgem for
a given tite peried through price control reviews that are not directly based on cost recavery. The price control formula that governs WPD's allowed revenue
is designed to provide cconomic incentives to minimize operating, capital and finoncing costs. As a result, WPD is not subject to accounting for the effects
of'certain types of regulation s prescribed by GAAP and docs not record regulatory asscts and liabilities,

(Al Registrants except PPL Encray Suppliv}

PPL Electric, LG&E and KU are cost-based mte-regulated utilitics for which rates ane set by regulators to enable PPL Etectric, LG&E and KU to recover the
costs of providing electric ar gus scrvice, us applicable, and to provide a reasonable retum to sharcholders, Rates are gencrally established based on a
historical or future test period. As a result, the financiz! statements are subject to the accounting for certuin types of regulation as prescribed by GAAP and
reflec the effects of regulatory actions, Repulatory assets are recognized for the effect of transactions or events whene future recovery of underlying costs is
probable in repulated customer rates. The effect of such accounting is to defer centain or qualifying costs that would otherwise currently be charged to
cxpensc. Regulatory liobilities are recognized for smounts expected to be retemed through future regulated customer mites. In cenain cases, regulatory
liabilities are recorded based on en understanding or agreement with the regulator thet retes have been set to recover costs that are expected to be incurred in
the future, and the regulated entity is accountable forany amounts charged pursuant to such rates and not yet expended for the intended pumpose. The
aecounting for regulatory assets and regulatory liabilities is based on specific mtemaking decisions or precedent for each transaction or event as preseribed
by the FERC or the applicable statc regulutory commissions. See Notc 6 for additional details regarding repulatory matters.
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Acconnting Records (Af! Registrants except PPL Encrgy Suppiv)

The system of accounts for domestic reguleted catities is maintained in accordance with the Uniform System of Accounts preseribed by the FERC and
adopted by the applicable state regulatory commissions.

{All Registrants)

LUse of Estimates

The prepermtion of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent liabilities at the date of the financial statements and the reponied amounts of revenucs and expenses during
e reporting period. Actunl results could differ from those estimates.

I,n"-"i ACC!!III s

Potential fosses are accrued when (1) information is available that indicates it is "probable” that o loss hus been incurred, given the likelihood of the uncertain
future events and (2) the smount of the loss can be reasonably estimated. Accounting guidance defines "probuble” as cases in which "the future event or
events ure likely to occur.” The Registrants continuously assess potential loss contingencies for environmental remediation, litigation claims, regulatory
penaltics and other events. Loss oecruals for environmental emediation are discounted when appropriate.

The ucerual of contingencies that might result in gains is not reconded, unless realization is nssured.
Anges i pssificatio

The classification of certain amounts in the 2013 and 2012 financial statements bave been changed to conform to the cument presentation. The changes in
classification did not affect the Registrants’ net income or equity.

Earnings Por Share (PPL)

EPS is computed using the two-cluss method, which is an camings allocation method for computing EPS that treats a penticipating secutity as having rights
to camings that would otherwise have been avuilable to common sharcowners. Share-based payment nwards that provide reeipients a non-forfeitable right 1o
dividends or dividend equivelents are considered participating securities.

Price Risk Management
(AH Registrants)

Enerzy and cnergy-related contrmets are used to hedge the variability of expected cash flows associated with the generating units and marketing activities, ns
well as for trading purposes at PPL Energy Supply. Interest mte contracts are used to hedge exposures to changes in the fair value of debt instruments and 1o
hedge exposures to variability in expected cash flows asseciated with existing floating-rate debt instruments or forecasted {ixed-rate issuances of

debt. Foreign cumency cxchanpe contructs ure uscd 1o hedge foreign cumeney exposures, primarily associnted with PPL's investments in UK

subsidiarics. Similarderivatives may receive different accounting treatment, depending on management’s intended vse and documentation.

Cenain cnergy and cnergy-related contracts meet the definition of a dedvative, while others do not meet the definition of a derivative because they lack a
notional amount or o net settlement provision. In cases where there is no net settlement provision, markets are periodicatly asscssed to determine whether
market mechanisms have evelved that would facilitate net settlement. Certain derivative energy contracts have been excluded fram the requirements of
derivative accounting treatment because NPNS has been elected. These contmcets are accounted for using acerual accounting, Al other contracts that have
been classified as derivative contmcts are reflected on the balance sheets at fair value, These contraets are recorded as "Price risk management asscts” and
"Price risk manasgement lisbilitics" on the Balunce Sheets. The portion of derivative positions that deliver within a year are included in "Curmrent Assets” and
"Current Liabilitics,” while the portion of derivative positions that deliver beyond a yearare recorded in "Other Noncurrent Assets™ and "Deferred Credits and
Other Noncurrent Liabilities.” PPL considers intra-month transactions 1o be spot activity, which is not accounted lor as o derivative.
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Enerpy and energy-related contrmets are assigned o strategy and sccounting classification. Processes exist that allow for subsequent review and validation of
the contract information, Sce Note 17 for more information. The sccounting department provides the traders and the risk management depurtment with
guidelines on appropriate accounting classifications for various contract types and strategics. Somce examples of these guidelines include, but are not limited
10!

s Physical coal, limestone, lime, uranium, clectric transmission, gas transportation, gas storage and renewable energy credit contracts not traded on an
exchange are not derivatives due 10 the lack of net setilement provisions.

« Only contracts where physical delivery is deemed probable throughout the entire term of the contract con gualify for NPNS,

e Physical transactions that permit cash scttlement and financisl transactions do not qualify for NPNS because physical delivery cannot be ssseried;
however, these transactions can receive cash flow hedge treatment ifthey effectively hedpe the volatility in the future cash flows for energy-relnted
commoditics.

s Certain purchased option contracts or net purchased option collars muy receive eash flow hedge treatment.

v Derivative transactions that do not qualify for NPNS or cash flow hedpe treatment, or for which NPNS or cash flow hedge treatment is not elected, are
recorded at fair value through camings,

A similar process is also followed by the treasury department as it relates to interest rate and forcign currency derivatives, Examples of accounting guidelines
provided to the treasury department stafTinclude, but are not limited to:

» Transactions to lock in an interest rate prior 1o a debt issuance can be designated as cash flow hedges, to the extent the forccasted debt issuances remain
probable of occurring.

v Crosscupency transactions to hedge interest and principal repoyments can be designated as cash flow hedges.

« Tmansactions entered into to hedge fluctuations in the fir value of existing debt can be designated as fair value hedges.

» ‘Transactions entered into to hedge the value ofa net investment of foreign operations can be designated as net investment hedges.

s Derivative transactions that do not qualify for cash flow ornet investment hedge treatment are marked to fair value through camings. These transactions
generally include foreign currency swaps und options to hedge GBP camings translation risk associated with PPL's UK subsidiaries that repont their

financial statements in GBP., As such, these transactions reduce eamings volatility due solely to changes in foreipn cumrency exchange rates.

e Derivative tmnsactions may be marked to fuir value through regulatory ssscts/liabilities at PPL Electric, LG&E and KU ifapproved by the appropriate
regulatory body. Thesc transactions generlly include the cifect of interest mte swaps that are included in customer rates,

Cash inflows and outflows reluted to derivative instruments are included as 0 component of operating, investing or financing activities on the Statements of
Cash Flows, depending on the classification ofthe hedged items.

PPL and its subsidiaries have clected not to offsct net derivative positions against the right to reclaim cash collzieral (a receivable) or the obligation to retumn
cush collateral (a payonble) under master netting amangements.

PPL Encrpy Supply reflects its net realized and unrealized puins and losses associated with all derivatives that are held for trading purposes in "Unregulated
wliolesale encrgy” on the Siatements of Income,

Sce Notes 16 and 17 for additional information on derivatives.

(PPL and PPL Electric}
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To meet its obligation as a PLR 10 its customers, PPL Electric hos entered into centain contracts thot meet the definition of o denivative, However, NPNS has
been clected for these contracts. Sec Notes t6 and 17 foradditiona] information.

Revenue
Litility Revenue (PPL)

For the years ended December 31, the Statements of Income "Utility™ line item contains rate-regulated revenue from the following:

014 13 2012
Domestic electric and gas revenue () b3 5209 % 4,842 % 4,519
UK clectric revenue (h) 2.573 2359 2289
Total 5 782 -§ 7.201 5 6,408

{2} Represents revenue from cost-hased rate-reguiated generation, transmission and‘or distribution in Pennsylvania, Kentucky, Virginia and Tennessee, including regulated wholesale
revenue.
(b} Represents regulated electticity distribution revenue from the aperution of WPD's distribution actworks.

Revenue Recopnition
(Ml Registrants}

Opemting revenwes, except for certain energy and energy-related contracts thet meet the definition of derivative instruments and "Energy-related businesses,”
ame recorded based on cnerey deliveries through the end of the calendar month. Unbilled retail revenues result because customers' meters are read and bills
ure rendered throughout the month, rather than all being read at the end of the month. Unbilled revenues for a month are caleulated by multiplying an
estimate of unbilled kWh by the estimated average cents per kWh. Unbilled wholesale energy revenues are recorded at month-end 1o reflect estimated
amounts until actual dollars and MWhs are confirmed and invoiced, Any difference between estimated and actual revenues is adjusted the following month,

Centain PPL subsidiaries panticipate primarily in the PIM RTO, as well as in other RTOs and 1S0s. In PIM, PPL EncrgyPlus is a marketer, a load-serving
cntity and o seller for PPL Energy Supply’s gencration subsidiades. A function of interchange sceounting is to match panicipants' MWh entitlements
{generation plus scheduled bilateral purchases) against their MWh obligations (load plus scheduled bilateral sales) during every hourof every day. I the net
result during any given hour is an entitiement, the panicipant is credited with a spot-market sale 1o the RTO ot the mespective market price for that hour; ifthe
net result is an obligation, the participant is charged with a spot-market purchase at the respective market price for that hour. PPL Energy Supply records the
hourly net sales in its Statements of Income as "Unregulated wholesale energy™ ifin o net sales position and "Energy purchases" if in a net purchase position.

(PPL}

WPD's revenue is primarily from charges to suppliers to use its distribution system to deliver electricity to the end-user. During the price control period,
WPD's revenue is decoupled from volume. However, in any fiscal period, WPD's revenue could be negatively affected ifits tariffs and the volume delivered
do not fully recover the allowed revenue for a particular period. Conversely, WPD could also over-recover revenue. Over and under-recoveries arce added or
subtracted to the base demand revenue in future years. Underapplicable GAAP, WPD does not record o receivable for under-recoveries, but does record a
liability for over-recoveries. WPD is not subject to accounting for the effects of certain types of regulation as prescribed by GAAP and does not record
regulatory assets and Habilities.

(PPL and PPL Encrgy Supply)

PPL Energy Supply reconds non-derivative encrgy marketing activity in the period when the enerpy is delivered. Generally, sales contracts held for non-
trading purposes are repoented gross on the Statements of Income within "Unregulaied wholesale energy" end "Unregulated retail encrgy.” However, non-
trading physicai sales and purchases of eleciricity at major market delivery points (which is any defivery point with liquid pricing available, such as the
pricing hub for PIM West), arc netted and reported in the Statements of Income within "Unregulated wholesale energy” or "Energy purchases,” depending on
the net hourdy position. Certain energy end energy-related contracts that meet the definition of derivative instruments are recorded at fair value with
subsequent changes in fair vajuc recognized as revenue or expense (sce Note 17}, unless hedge accounting is applicd or NPNS is elecied. 1fderivatives mecet
cash flow hedging criteria, changes in fair value are recorded in
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AODCI, The unrealized and realized results of dervative and non-derivative contracts that are designated as propriciery trading activities are reported net on
the Statements of Income within "Unregulated wholesale enerpy.”

"Enecrgy-related businesses” revenue primarily includes revenue from PPL Energy Supply's mechanicat contracting ond engincering subsidiaries. These
subsidiaries record revenue from construction contracts on the percentage-of-completion method of accounting, measurcd by the sctual cost incurmed to date
as a percentage of the estimated total cost for cach contrct. Accondingly, costs and cstimated camings in excess of billings on uncompleted contrcts ure
recorded within "Unbilled revenues” on the Balance Sheets, and bitlings in excess of costs and estimated eamings on uncompleted contracts are recorded
within "Other current labilitics” on the Balonce Sheets. The smount of costs and estimated camings in excess ofbillings was $2¢ million and $14 million at
December 31,2014 and 2013, and the amount of billings in excess of costs and cstimated caomings was 541 million and $75 million at December31, 2014
and 2013,

During 2014, PPL and PPL Energy Supply recorded a $17 million increase to "Energy-related businesses” revenuces and "Income from Continuing Operations
before Income Taxes" on the 2014 Statement of Income related to prior perods and the timing of revenue recognition for a mechanical contracting and
engineering subsidiary. The $10 million after-tax impact of comecting this erorincreased "Income from Continuing Operations sfter Income Taxes” and “Net
Income” on the 2014 Statement of Income. The impact of the error is not materdal to the previously-issued financial statements orto the full year results for
2014,

Aceounts Receivahle
(41l Registrants)

Accounts receivable are reponted on the Balance Sheets at the gross outstanding amount adjusted for an allowance for doubtful accounts. Accounts
receivable that are acquired are initially reconded at fair value on the dote of acquisition.

(PPL, PPL Energy Supply and PPL Electric)

In accordance with o PUC-approved purchase of accounts receivable program, PPL Electric purchases eertain accounts receivable from altemative clectricity
suppliers (including PPL EnergyPlus) at a discount, which reflects a provision for uncollectible accounts. The altemative electricity supplicrs have no
continuing involvement orinterest in the purchased accounts receivable. The purchased accounts receivable are initially recorded at fair valuc using a
market approach based on the purchase price paid and are elassificd as Level 2 in the fair value hierarchy. During 2014,2013 and 2012, PPL Electric
purchased $1.1 biilion, $985 million and $848 million of accounts reecivable from unaffilisted third panties. During 2014, 2013 and 2012, PPL Electric
purchased $336 million, $294 million and $313 million el accounts receivable from PPL EnergyPlus,

Allowance for Doubtfill Accounts (A7 Registrants)

Accounts receivable collectability is cvaluated using a combination of factors, including past due status based on contractual temms, trends in write-offs, the
age of the receivable, counterpanty creditworthiness and cconomic conditions, Specific events, such as bankruptcies, are also considercd. Adjustments to the
allowance for doubtfuil nccounts are made when necessary based on the results of analysis, the aging ol receivables and historical and industry trends.

Accounts reccivable are writien offin the period in which the receivable is deemed uncollectible. Recoveries of accounts receivable previcusly written off
are recorded when it is known they will be recetved.

The changes in the allowance for doubtiul sccounts were:

Adkditions
Balunce at Charged to Balanee at

Bepinning of Period Charged 1o Income Other Accounts Dechisctivns (a) End of Peried
PPl
2014 H 64 1 49 b 67 ] 46
2013 64 39 L] e} 43 {5
2012 54 55(b) 45 64
PPE Encrpy Supply
2014 5 21 $ R4 1) s 2
2013 3 1 1 3 21
2012 15 12{b) 4 28
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Additions

Balance ot Charged to Balamer at

Bepinning of Perind Churged to Income Other Aceounts Beductions (a) End of Perind
PRL Efvetrle
1014 s 18 1 34 s 35 $ 17
2013 18 33 32 18
2012 17 1 31 1B
2014 5 a2 5 14 5 11 5 25
13 19 4 5 4{c) 5 =]
2012 17 9 7 19
LGEE
2014 5 Z b 5 $ (1){c) 5 4 H 2
2013 1 2 1{c} b 2
012 - 3 3 1
KU
2014 £ 4 s B b3 (Ne) s 7 s ¥
23 2 3 3(c) 4 4
2012 2 4 4 2

{a) Primarily refated o uncollecrible accounts writicn oft.

{b} In 2011, a wholesale customer, SMGT, filed for bankrupicy profection under Chaprer 11 of the U.S Bankruptey code. In 2012, PPL EnergyPlus recorded on additional
allowance for uapaid 2eounts under the long-term pewer contract and the U.S. Bankruptey Court for the District of Montanz appraved  request to terminate the contrace. in
2014, PPL EncrgyPlus reccived an insignificant amount of cash, senling the outstonding administrative claim and therefore, the refuted reserve balance was offset against the
aceounts reccivable houlance.

(c)  Primorily related to cupital projects, thus the provision was recorded us an adjustment to construction work in progress,

Cash

Cash Equivaients (44 Registrants)

All highly liquid investments with orginal maturities of three months or less are considercd to be cash equivalents.

Restrigted Cash and Cosh Equivalents (PPL, PPL Energy Supply and PPL Electric)

Bank deposits and other cash equivalents that are restricted by ngreement or that have been clearly designated fora specific purpose are classified as
restricted cash and cash equivaients. The change in restricted cash and cash equivalents is reported s an investing activity on the Stutements of Cash

Flows. On the Balance Sheets, the cument portion efrestricied cash and cash cquivalenis is shown as "Restricted cash and cash equivalents™ for PPL and PPL
Encrey Supply and inchuded in "Other current assets™ for PPL Electric, while the noncument portion is included in "Other noncument sssets" foratl three
Registrants,

At December 31, the butances of restricted cash and cash equivalents included the following.

PrL PI'L Envrygy Soppiv I'PL Electrie
I E] 2013 2014 2013 204 2013

Marpin deposits posted to

counterpartics $ 175§ 67 3% 175 % &l
Low carbon network fund (a) 19 27
Funds depasited with a trusice 12 $ 12
Ironworod debl service reserves 17 17 17 17
Othee 13 14 1 I $ 3

$ pod S 134 § 193 § 55 § 3 S 12

{#) Funds received by WD, which are to be spent on upproved initiatives 1o support a Jow carbon environment.

Fair Value Mensurements (A1 Registranis)

The Registrants value centrin financial and nonfinancial assels and Kabilities ot fair vulue. Generally, the most significant fair value measurements relate to
price risk management ussets and liabilities, investments in sccurities including investments in the NDT funds and defined benefit plans, and cash and cash

equivalents. PPL and its subsidiarics use, as appropriate, a market approach (gencerally, data from market transactions), an income approach (gencrlly,
present value techniques nnd option-pricing models) und/or ¢ cost approach (genemlly, eplacement cost) to measure the fair value of an asset or linbitity.
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These valuation approaches incorporate inputs such as abservable, independent market data and ‘'or unobservable data that management believes are
predicated on the assumptions market participants would use to price an ssset or liability. These inputs may incomorate, as applicable, centain rsks such as
nonperdformance risk, which includes credit risk.

The Registrants classify fair value measurements within one ofthree levels in the fair velue hiemarchy. The level assigned to o fair value measurement is
based on the lowest level input that is significant to the fair value measurement in its entirety, The three levels ef the fair value hicrarchy are as follows:

e Level | - quoted prices (unadjusted) in active markets for identical assets or Liabilitics that sre accessible a1 the measurement date. Active markets arc
those in which tmnsactions for the asset or linbility occur with sufficient frequencey and volume to provide pricing information on an ongoing basis.

« Level 2 - inputs other than quoted prices included within Level 1 that are cither directly or indircctly observable for substantially the full term of the
asset or liability.

« Level 3 - unobservable inputs that manasgement believes are predicated on the assumptions market panticipants would use to measure the assct or
liability ot fair value.

Assessing the significance of a particular input reguires judgment that considers factors specific to the asset or liability. As such, the Registrants' assessment
ofthe significance of & particular input may afieet how the assets snd liabilities are clossified within the fair volue hierarchy.

Investments

{All Registrants)

Generally, the eriginal maturity date of an investment and management's intent and ability to sell an investment priorto its original maturity determine the
classification of investments as cither short-tenn or long-erm. Investments that would otherwise be classified as shon-tem, but are restricted as to withdrawal
orusc forother than cument operations or are clearly designated for expenditure in the acquisition or construction of noncurrent assets or for the liguidation

oflong-term debts, are classified as long-term,

Shor-lerm Investments

Shor-tenm investments generally include certain deposits as well as securities that ore considered highly fiquid or provide for periodic reset of intercst

rates. Investments with original maturities greaterthan three months and tess than o year, ns well as invesiments with origina! maturities of greater than a year
that management hos the ability and intent to sctl within a year, are included in "Shon-term investments” ("Other cument assets” if not material) on the
Balance Sheets.

Investments in Pebt gnd Equity Securilies

Investments in debt securities are classified as held-to~maturity and measured at amortized cost when there is an intent and ability to liold the sceuritics to
maturity. Debt and equity secunities held principally to capitalize on fluctuations in their value with the intention of selling them in the near-term are
classified as trading. All other investments in debt and equity securitics are clussified as available-for-sale. Both trading and availuble-for-sale securitics are
carried at fair value. The specific identification method is used to caleulate realized gains and losses on debt and equity securities. Any unrealized pains and
fosses on trading securitics are included in camings.

The criteria for determining whether a decling in fair value of a debt security is other than temporary and whether the other-than-tempornry impaimcnt is
recognized in camings or reporied in OCI require that when a debt sceurity is in an unrealized loss position and:

« there is an intent ora requirement to sell the security before recovery, the other-than-emporary impairment is recopnized cumrently in camings; or

« there is no intent or requirement to sell the security before recovery, the portion of the other-than-temporniry impainment that is considered a credit loss, if
any, is recopnized currently in camings und the remainder of the other-than-tempomey impairment is reperted in OCT, net of tax.
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Unrealized gains and losses on available-for-sale equity sceurities are reponed, net of tax, in OCL. When on equity securfty's decline in fair value below cost
is determined 1o be on other-than-temporary impairment, the unrealized loss is recognized currently in earnings. See Notes 16 and 20 for additional
information on investments in debt and equity securities.

Eguity Method Investment (PPL, LKE and KU}

Investments in entitics over which PPL, LKE and KU have the ability to exercise significant influcnce, but not control, are accounted for using the equity
method olaccounting and are reported in "Other Investments™ on PPL's Balance Sheet and in "Other noncument assets” on LKE's and KU's Balance Sheets. In
accordance with the accounting puidance for equity method investments, the recoverability of the investment is perjodically assessed. ITan identified event
orchange in circumstances requires an impairment evatuation, the fair value of the investment is assessed. The difference between the camrying nmount ofthe
investment and its estimated fair value is recognized as an impaimment Joss whea the loss in value is deemed other-than-tempomry and such loss is included
in "Other-Than-Temporary Impairments” on the Statements of Income.

KU owns 20% of the commen stock of EEL which is accounted for as an equity method investmient. During 2012, KU recorded [osses of 38 million from its
share of EE!'s operating results. In December 2012, KU concluded that an other-than-temporary decline in the vatuc of its investment in EE1 had

occurred. KU recorded on impairment charge of $25 miltion (315 million, after-tax} which reduced the invesiment balance to zero, the estimated fair value ot
December 31, 2014, 2013 and 2012, See Nete 16 foradditionsl information.

Cost Method Ipvestment (LKNE, LGEE and K7}

LG&E and KU each have an investment in OVEC, which is accounted for using the cost method. The investment is recorded in "Other noncument assets” on
the LKE, LG&E and KU Balance Sheets and in "Other investments” on the PPL Balance Sheets. LG&E and KU and ten other eleetric utilities are equity
owners of OVEC, OVEC's power is currently supplied to LG&E and KU and 11 other companies affitinted with the various owners. LG&E and KU own
5.63% und 2.5% of OVEC"s common stock. Pursuant to a power purchase agreement, EG&E and KU are contractually entitled to their ownership percentage
of OVEC"s output, which is approximatcly 120 MW for LG&E and approximatcly 53 MW for KU.

LG&E's and KU's combined investment in OVEC is not significant. The direct exposure to loss s a result of LG&E's and KU's involvement with OVEC is
generally limited to the vatue of their investments; however, LG&E and KU are conditionally respensible fora pro-rata share of certain OVEC

obligntions. As pan of PPL's acquisition of LKE, the value of the power purchase contract was recorded as an intangible asset with an offsetting regulntory
linbility, both of which are being amortized using the units-of-production method until Mach 2026, the expiration date of the agreement. See Notes 13 and
18 for additional discussion on the power purchase agreement.

Long-Lived und Intangible Assets

Property, Plant and Equipment

{All Registrants)

PP&E is recorded at original cost, unless impaired. PP&E acquired in business combinations is recorded at fair value at the time ol acquisition, which
estublishes i1s ofginal cost. Ifimpaired, the asset is written down to fair value at that time, which becomes the new cost basis of the asset, Original cost for
consttucted assets includes material, lubor, contmetor costs, certain overheads and finuncing costs, where applicable. The cost of repaini and minor
replacements are charged to expense as incurred. The Registrants record costs associsted with planned major maintenance projects in the period in which the
costs are incurred. No costs associnted with planned major maintenance projects are accrued in advance of the period in which the work is performed. LG&E
and KU seerue costs of removal net of estimated salvage value through depreciation, which is included in the ealeulation of customer rutes over the assets’
depreciable lives in accordance with regulatory practices. Cost ol removal amounts acerued through deprecintion rates are accumulated as a regulatory
liability until the removal costs are incumed. Sce "Asset Retirement Obligations™ below and Note 6 for additional information, PPL Electric records net cost
of removal when incumred as a regulatory asset. The regulatory asset is subscquentty amortized through depreeiation over a five-year period, which is
recoverable in customer rates in accordunce with regulatory practices.
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(Al Registrants except PPL Energy Supply)

AFUDC is capitalized at PPL Electric as part of the construction costs for cosi-based rate-regulated projects for which a retum on such costs is recovered after
the project is placed in service. The debt component of AFUDC is credited to “Interest Expense” and the equity component is credited 1o "Other Income
(Expense) - net” on the Statements of Income. LG&E and KU generally do not record AFUDC, except for certain instances in KU's FERC approved rates
charged to its municipal customers, as a return is provided on construction wotk in progress.

(PPL and PPL Energy Supply}

Nuclear fuel-related costs, including fucl, conversion, enrichment, fabrication and assemblies, arc capitalized as PP&E. Such costs arc amontized as the fuel is
spent using the units-of-production method and included in “Fuel” on the Statements of Income.

PPL and PPL Energy Supply capitalize interest costs as pan of construction costs. Capitalized interest, excluding AFUDC for PPL, was as follows.

rrL
PItL Enerpy Supply
2014 5 34 3 23
2013 46 17
2012 33 47
Depreciation
(Al Registrants)

Depreciation is recorded over the estimated usefol lives of propeny using various methods including the stmight-line, composite and group methods. When
a component of PP&E that was depreciated under the composite or proup method is retited, the original cost is charged to sccumulaicd depreciation. When
ali or a significant portion of an operating unit that was depreciated under the composite or group method is retired or sold, the property and the related
accumulated deprecintion account is reduced and any gain or loss is included in income, unless otherwise required by regulators.

Following arc the weighted-averige rates of depreciation at December 31,

2014
PrL
Enerpy PIL
Il Supply Electric LKE LG&E KL
Regulated utility plont .92 2,46 180 4.05 3.63
Non-regutated PP&EE - Generalion 328 328
2013
rre
Energy PPL
P, Suppy Eleetric LKE LG&E KL
Regulated utility pioni 2.94 2.61 4.07 4.52 117
Non-repulated PPEE - Generation 310 AL

(PPL, LNE LG&E and K'U)

The KPSC approved new lower deprecistion rates for LG&E and KU as purt of the ratecase settlement agreement reached in November 2012, Effective
January 1,2013, the new rates resulted in annual reductions in depreciation expense of approximately $22 million (88 million for LG&E and $14 million for
KU).

(Al Registrants)

Goodwi zib S50

Goodwill represents the excess of the purchase price paid over the fir value of the identifiable net assets acquired in a business combination.
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Oiheracquired intangible assets arc initinlly mensured based on their fair value. Intangibles that have finite useful lives are amorntized over their useful lives
bascd upon the pattem in which the cconomic benefits of the intangible assets are consumed or otherwise used. Costs incumed to obtain an initial licensc
and renew or extend terms of licenses are capitalized as intangible nssets.

When determining the usefil life ofan intangible asset, including intangible assets that are renewed or extended, PPL and its subsidiaries consider the
expeeted use of the asset; the expected useful Jife of other assets to which the uscful life of the intangible assct may relate; legal, regulatory, or contractual
provisions that may limit the uscful life; the company's historical experience as evidence of its ability to suppon renewal or extension; the cffects of
obsolescence, demand, competition, and other cconemic factors; and the level of maintenance expenditures required to obtain the expected future cash flows
from the asset.

PPL und PPL Energy Supply account for RECs as intangible assets. PPL and PPL Enerpy Supply buy and‘or sell RECs and also create RECs through owned
renewable energy generation facilities. In any perod, PPL and PPL Energy Supply can be a net purchaser or selier of RECs depending on their contractual
obligations to purchasc or deliver RECs and the production of RECs from their enewable energy genemtion facilities. The camrying value of RECs created
from their renewable energy generation fucilities is initially recorded ot zero value and purchased RECs are initially recorded bosed on their purchase

price. When RECs are consumed 10 satisfy on obligation to deliver RECs to meet o state’s Renewable Portfolio Standard Obligation or when RECs are sold 10
thind partics, they are removed from the Balance Sheet ut their weighted-averzge cammying value. Since the economie benefits of RECs are not diminished
until they are consumed, RECs are not smortized; mther, they ure expensed when consumed ora gain or loss is recognized when sold. Such expense is
included in "Energy purchases” on the Statements of Income. Gains and lesses on the sale of RECs are included in "Other operation and maintenance” on the
Statements of Income.

PPL, PPL Encrgy Supply, LKE, LG&E und KU account for cmission allowances as intangible assets. PPL, PPL Energy Supply, LKE, LG&E and KU are
allocated emission allowances by states based on their genemtion facilities’ historical emissions experience, and have purchased emission allowances
generally when it is expected that additional allowances will be needed. The camying value of allocated emission allowances is initialty recorded at zero
value and purchased allowances ore initially recorded based on their purchase price, When consumed or sold, emission allowances are removed from the
Bualance Sheet at their weighted-average camrying value. Since the economic benefits of cmission allowances are not diminished until they sre consumed,
emission allowances are not amortized; rather, they wre cxpensed when consumed or a gain or toss is recognized when sold. Such expense is included in
"Fucl® on the Statements of Income. Gains ond losses on the sale of emission allowances are included in "Other operation and maintenance” on the
Statements of Incotne.

Asset Impajmment (Exclnding Investments)

The Registrunts review long-lived usscts that are subject to depreciation or amorization, including finite-lived intangibles, for impairment when events or
circumstances indicate carrying amounts may not be recovemble.

A long-lived asset elassified as held and used is impaired when the carrying amount of the asset exceeds the sum of the undiscounted cash flows expected to
result from the use and cventund disposition of the asset. If impoired, the asset's carrying value is writicn down to its fair value, Sce Note 16 for a discussion
ofasset impairments, including the Corette coal-fired plant and the Kerr Dam Project, both in Montana.

Along-lived asset classified as held for sale is impaired when the carmying amount ol the asset (disposal group) exceeds its fair value less cost to sell. 1T
impaired, the assct's (disposal group's) camrying value is written down 1o its fair value less cost to sell.

The depressed level of energy and capacity prices in PIM, as well s munagement's forward view of these prices using its fundamental pricing models, has put
pressure on the recoverability assessment of PPL Energy Supply's investment in its Pennsylvania coal-fired generation asscts. In the fourth quanierof 2013,
afier updating its fundamenizl pricing models in conjunction with the annual business planning process, management tested the Brunner [sland and Montour
plants for impainment end concluded neither plant was impaired 25 of December 31, 2013, The recoverability assessment is very sensitive to forwand cnergy
and cepacity price assumptions as well as forecasted operation and maintenance and capital spending. Therefore, o funther decline in foreensted long-term
cnergy or capacity prices or changes in environmental laws requirdng additional capital or operations and maintenance expenditutes, could negatively
impact PPL Encrgy Supply's operations of these facilities and potentiafly result in future impaimment charges for some or all of the camying valuc of these
plants. There were no events or changes in circumstances that indicated a recoverability assessment was required to be
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performed in 2014, The camying valuc of these assets was 2.6 billion as of December 31, 2014 (51.4 billion for Brunner Island and $1.2 billion for
Montour).

PPL, PPL Encrgy Supply, LKE, LG&E and KU review goodwill for impairmment at the reponting unit level annually or more frequently when evenis or
circumstances indicate that the carrying amount of o reporting unit may be greater than the unit's fair value. Additionally, goodwill must be tested for
impairment in circumstances when a portion of goodwill has been allocated to a business to be disposed. PPL's, PPL Energy Supply's, LKE's, LG&E's and
KU's reporting units arc at the operating segment level.

PPL, PPL Encrgy Suppty, LKE, LG&E and KU may elect cither to initially make a gualitative evaluation about the likelihood of an impairment of goodwill
orto bypass the qualitative evaluation and test goodwill for impairment using a two-step quantitative test. If the qualitative evaluation (referred to as "step
zem") is elected and the assessment results in a determination that it is not more likely than not that the fair value of a reporting unit is tess than the carrying
amaunt, the two-step quantitative impaimment tes! is not necessary. However, the quantitative impairment test is required if management concludes it is more
likely than not that the fair value of a reporting unit is less than the carying amount based on the step zero ossessment.

ifthe camying amount of the reponting unit, including goodwill, exceeds its fair value, the implied fair value of goodwill must be calculated in the same
manner as goodwill in o business combination. The fair value ofa reporting unit is allocated 10 all assets and Habilitics of that unit us if the reporting unit
had been acquired in a business combination. The excess ofthe fair vatuc olthe reporting unit over the nmounis assigned 10 its assets and labilities is the
implicd fair valuc of goodwill, Ifthe implicd fair value of goodwill is less thur the carrying amount, goodwill is writicn down to its implicd fair value,

PPL {forits UK. Regulated and Kentucky Repuiated segments), and individually, LKE, LG&E and KU clected to perform the qualitative step zero evalvation
of poodwill in the fourth quarter 0f 2014 and determined that it was not more likely than not that the fair values of their reporting units were Jess than their
camying values,

PPL, forits Supply segment, and PPL Energy Supply elected to bypass step zero and quantitatively tested the goodwill of these reporting units for
impairment in the fourth quarterof 2014 and no impairment was recognized.

sset Retirement Obligotio

PPL and its subsidiarics record liabilities to reflect various legal obligations associnted with the retirement of long-lived assets. Initially, this obligation is
measured at fair value and offset with an incrense in the vatue of the capitalized asset, which is deprecinted over the asset's useful life. Until the obligation is
seitied, the liability is increased through the recopnition of aceretion expense classified within "Otheroperation and maintenance™ on the Statements of
Income to reflect changes in the obligation due to the passage of time, The acerction and depreciation expenses recorded by LG&E and KU are recorded os o
regulatory asset, such that there is no camings impact.

Estimated ARO costs and settlement dates, which affeet the corrying value of the ARO and the related copitulized asset, are reviewed periodically to ensure
that any moterinl changes are incorporated into the latest estimate of the ARO, Any change 10 the capitalized asset, positive or negative, is generally
amortized overthe remaining life ol the associated long-lived asset. See Note 19 for ndditional information on AROs.

Compensation snd Benefits

Defined Benefits (41 Registrants)

Certain PPL subsidiaries sponsor various defined beaefit pension and other postretirement plans, An asset or lability is recorded to recognize the funded
status of all defined benefit plans with an offsetting entry to AOCEor, for LG&E, KU and PPL Electnc, to regulatory assets or liabilities. Consequently, the
funded status of all defined benefit plans is fully recognized on the Balance Sheets,

The expected retum on plan assets is determined based on a market-refated value of plan asscts, which is calculated by rolling forward the prior year market-

related value with contributions, disbursements and long-term expected retum on investments. One-fifth ol the difference between the actual value and the
expected value is added (or subtracted ifnegative) to the expected value to detemmine the new market-related value.
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PPL uses an accelerated amonization method for the ecognition of gains and losses for its defined benefit pension plans. Under the accelermted method,
actuarial gains and losses in excess of 30% of the plun's projected benefit obligation are amortized on a straight-line basis over one-half of the expected
averge remaining service of active plan panicipants. Actuanal pains and losses in excess of 10% of the greater of the plan's projected benefit obligation or
the market-related value of plan assets and less than 30% of the plan's projected benefit obligation are amortized on a strmight-line basis over the expected
average remaining service period of active plan participants.

Sce Note | | fora discussion of defined benefits.

Stock-Based Compensation

(AN Registrants except LGEE and KU)

PPL has several stock-based compensation plans for purposes of granting stock options, restricted stock, restricted stock units and performance units to
cenain employees as well as stock units and restricted stock units to directors. PPL grants most stock-based awards in the first quarter of cach year. PPL and
its subsidiaries recognize compensation expense for stock-based vwards bused on the fair value method. Stock options that vest in installments are valued as
asingle award. PPL grants stock options with an exercise price that is not less than the fair value of PPL's common stock on the date of grant. Sec Note 10 for
a discussion of stock-bascd compensation. All awards are recorded as equity ora liability on the Balance Sheets. Stock-based compensation is primarily
included in "Other operation and maintenance” on the Statements of Income. Stock-based compensation expense for PPL Energy Supply, PPL Electric and
LKE includes an allocation of PPL Services' expense.

Taxes
OMme § axes
(Al Repistrants)
PPL and its domestic subsidiares file a consobidated U.S. federal income tex retum.

Significant management judgment is required in developing the Registrants’ provision for income taxes, primarily due to the uncertainty related to 1ax
positions taken or expected to be taken in tux retums, valuation allowances on deferred tax assets and whether the undistributed camings of WPD are
considercd indefinitely reinvested.

Significant management judgment is also required to determine the amouni of benefit to be recognized in relation to an uncertain tax position. The
Registrants wse a two-step process to evaluate tax positions. The first step requires an entity to determine whether, based on the technical merits supponing o
particulartax position, it is more likely than not (greater than a 50% chance) that the tax position will be sustained. This detennination assumes that the
refevant taxing authonty will examine the tax position and is aware of 2l the relevant facts surrounding the tax position. The second step requires an entity
to recognize in the financial statements the benefit of s tax position that meets the mone-likely-than-not recognition criterion. The benefit recognized is
measurcd at the largest amount of benefit that has a likelihood of realization, upen scttlement, thut exceeds 50%. The amounts ultimately paid upon
resolution of issues mised by taxing suthorities may differ materizily from the amounts acerued and may materially impact the financial statements of the
Registrants in future periods.

Deferred income taxes rellect the net future tax effects of temporary differences between the eamrying amounts of assets and liabilities for accounting purposes
and their basis for income tax purposes, as weli as the tax cifects of net operating losses and tax credit comyforwards.

The Registrants record valuation atlowances to reduee defermed tax assets to the amounts that are more likely than not to be realized. The Registrants
consider the reversal of temporary differences, future taxable income and ongoing prudent and feasible tax planning strategies in initially recording and
subscquently reevaluating the aced for valuntion allowances. Ifthe Registmnts determine that they are able to realize deferred tax assets in the future in
excess of recorded net deferred tax ussets, adjustments to the valuation allowances increase income by reducing tax expense in the period thot such
determination is made. Likewise, if the Registrants determine thut they are not able to realize all or pan of net defemred tax assets in the future, adjustments to
the valuation allowances would decrease income by increasing tax expense in the period that such determination is made.
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The Registrants defer investment tax credits when the eredits are wtilized and amortize the deferred amounts over the average lives of the related assets.
The Registrants recognize interest and penaltics in "Income Taxes" on their Statements of Income.

The Registrants record the receipt of grants related to assets as o reduction to the booek basis of the propenty and the related defemred income taxes as an
immedinte reduction 1o income tax expensc.

Sce Note 5 for additional discussion regarding income taxes including management's conclusion that the undistributed camings of WPD arc considered
indefinitely reinvested. Based on this conclusion, PPL Global docs not record U.S, taxes on WPD's undistributed camings.

{All Registrants except PPL Energy Supply)

The provision for PPL, PPL Elcctric, LKE, LG&E and KU's deferred income taxes for regulated asscts is based upon the mtemaking principles reflected in
rates established by the reguletors. The difference in the provision for deferred income taxes for regulnted assets and the amount that otherwise would be
recorded under GAAP is deferred and included on the Balance Sheet in noencument "Regulatory assets™ or "Repulatory liabilities.”

(Al Registrants except PPL)

The income tax provision for PPL Encrgy Supply, PPL Electric, LKE, LG&E and KL is calculated in accordance with un intercompuny tax sharing agreement
which provides that taxable income be calculated as if PPL Encrgy Supply, PPL Electric, LKE, LG&E, KU and any domestic subsidiarics cach filed a sepamte
retum. Tax benefits ure not shared between companies. The entity that generates a tax benefit is the entity that is entitled to the tax benelit. The effect of
PPL filing a consolidated tax retumn is teken into account in the setthement of cument taxes and the recognition of deferred wxes. At December 31, the
following intercompany tax receivables (payables) were recorded.

24 0t}
PPL Energy Supply ) [[E3. 44
MPL Electric (25) (19
LKE 136 28)
LG&E IS (8)
KU 60 N

Taxes, Other Than Income (A Regiserants)

The Registrunts present sales taxes in "Other current lizbilities" and PPL presents value-added taxes in "Taxes” on the Balance Sheets. These taxes are not
reflected on the Statements of Income. Sce Note 5 for details on taxes included in "Taxes, other than income” on the Statements of Income.

Other
_onses
(Al Registranty)

The Registrants evelunte whether amangemenis entered into contain leases for tccounking purposes. See Note 9 fora discussion of aranpements under which
PPL Energy Supply, LG&E und KU arc lessees for accounting purposes,

ucl, Materials and Supplies
(Al Registrants)
Fuel, patural gas stored underground and materials end supplics are vatued at the lower of cost or market using the sverage cost method. Fuel costs for

cleetric generation are charged to expense as used. For LG&E, natural gas supply costs are charged to expense as delivered to the distribution system. See
Note 6 for further discussion of the fuct adjustment clause and gas supply clause.
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(4# Registrants except PPL Electric)

"Fuel, materials and supplics” on the Balance Sheets consisted of the following at December 31.

PrL P Encrey Supply LKE LG&E KL
2014 2013 014 2013 1014 213 2004 20013 HIIE 2013
Fuel $ 408 8 305 $ 243 % 163 § 166 § 41 % 66 5 64 § 100 § 77
Natural gas stored underground (a) 02 49 7 | ] 54 4 54 44
Moalerials and supplies 366 348 205 193 91 L 42 42 49 47
Tanal 5 B36 8 702 % 455 § 58 § 311 8 278§ 162 § i54 § 149 & 124

(23 The mujority of LKE's and LG&E' natural gas stered undeeground is held to serve retail customers.

Guurnniees (41 Registrants)

Generally, the initial measurement of o guamniee linbility is the fair value of the guaraniee at its inception. However, there are certain gusrantees excluded
from the scope of accounting guidance and other guaranteces that are not subject to the initial recognition and measurement provisions of sccounting
guidance that only require disclosure. Sce Note |3 for further discussion of recorded and unrecorded puamntees.

Treasury Stock (PPL and PPL Electric)

PPL and PPL Electric restore all shares of common stock acquired to nuthorized but unissued shares of common stock upon acquisition.

Foreipn Curmency Trnslation snd Transactions (PPL)

WPD's functional currency is the GBP, which is the local currency in the UK. As such, assets and (iabilities are transluted to US. dolinrs at the exchange mites
on the date of consolidation and related revenucs and cxpenses are trnshated at averge exchange rates prevailing during the period included in PPL's results

of operations. Adjustments resulting from foreign cumency translation are recorded in AOCL

Gains or losses relating to foreign currency transactions are recognized in "Other Incotne (Expense} - net” on the Statements of Income. Sec Note 15 for
sdditional information.

New Acconnting Guidanee Adopted (A Regisiranis)

Accouning for Obligations Resulting from Joint and Several Linbility Amangements

Effective January 1, 2014, the Registrants retrospectively adopied accounting guidance for the recognition, measurement und disclosure of cennin
obligations resulting from joint and sever] liability amangements when the amount of the obligation is fixed at the reporting date. If'the obligation is
determined to be in the scope of this guidance, it will be measured as the sum of the amount the reporting entity agreed to pay on the basis of its amangements
among its co-obligors and any additional nmount the reporting entity expects to pay on behalf of its co-obligors. This guidance also requires additional
disclosures for these obligations.

The adoption ofthis guidunce did not have a significant impact on the Registrants.

Accaunting for the Cumulative Trns|ation Adjusiment upon Derecognition of Cerain Subsidinrics or Groups of Assets within a Forejgn Entity orof an

& [} x t

Effective January 1, 2014, PPL prospectively adopted aceounting guidance thut requires o cumulative translation adjustment 1o be released into eamings
when an entity ceases to have a controlling financial interest in o subsidiary or group of assets within a consolidated foreign entity and the sale ortransfer
results in the complete or substantially complete liquidation ofthe foreign entity. For the step acquisition of previousty held equity method investments that
are forcign entities, this guidance clarifies that the amount ofaccumulated other comprehensive income that is reclassified and included in the caleulation of
a gain or loss shall include any foreipn curency translation adjustment related 1o that previousty held investment.
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Theinitial adoption of this guidence did not have a significant impact on PPL; however, the impact in future periods eould be material

resentation of Unrecoppized Beacfits ¥ i 55 C 5 Simj S50 ‘redit C anls Exist

Effective January 1, 2014, the Registrants prospectively adopted accounting guidance that requires an unrecognized tax benefit, or o portion of an
unrecognized tax bencefit, 1o be presented in the financial statements as a reduction to a defemed 1ax asset for a nct opemting toss camy forward, a similar tax
loss, or a tax credit carryforward. To the extent a net operating loss caryforward, a similar tax toss, o a tax credit carryforwand is not available at the
reporting date under the tax lnw of the applicable jurisdiction to settle any additional income taxes that would result from the disallowance of a tax position,
orthe tax law of the applicable jurisdiction does not require the entity 1o use, and the entity does not intend to usc, the deferred tax asset for such purpose, the
unrccognized tax benefit should be presenied in the financial statements us a liabitity and should not be combined with deferred tax asscts.

The adoption of this guidance did not have a significant impact on the Registrmnts.
2. Segment and Related Informution
{PPL)

PPL is organized into four scgments: UK Reguluted, Kentucky Regulated, Peansylvania Regulated and Supply. PPL's sepments are split between its
reguluted and competitive businesses with its reguluted businesses further sepmented by peographic location.

The UK. Regulaied segment consists of PPL Global which primarily includes WPI's regulated eleciricity distribution operations, the results of hedging the
translation of WPD's camings from British pound sterling into U.S. dollars, and certoin costs, such as U.S. income taxes, administrative costs, and allocated
financing costs.

The Kentucky Reguilated segment consists primarily of LKE's regulated electricity gencration, transmission and distnbution operations of LG&E and KU, as
well as LG&E's regulated distrbution and sale of notuml gas. In addition, cenain financing costs arc aliocated 10 the Kentucky Regulated segment

The Pennsylvania Regulated segment includes the regulated electricity trmnsmission and distribution operstions of PPL Eiectrie.

The Supply scgment consists primarily of PPL Energy Supply's wholesale, retoil, morketing and trading activitics, as well as its competitive gencmtion
operations, In addition, certain finsncing snd other costs are allocated to the Supply segment

In Junc 2014, PPL and PPL Encrgy Supply, which primarily represents PFL's Supply segment, executed definitive agreements with affiliates of Riverstonc to
combine their competitive power generation businesses inte a new, stand-alonc, publicly traded company naomed Talen Energy. The transaction is expected
1o close in the sccond quarter of 2015, Upen completion of this transaction, PPL will no longer have a Supply segment. Sce Note 8 for additional
information.

“Corpornate and Other” primarily includes financing costs incumed o4 the corporate level that have not been allocated or assigned to the segments, as well as
certain other unallocated costs, which is presented to reconeile segment information to PPL's consolideted results.

Financial data for the segments are:

[neome Statement Data 2014 L3 2012
Revenues from external customers by product
UK. Regulated
Udility service (a} ] 27573 -8 2,359 § 2,289
48

Encrgy-related businesses 44 47

Tatal 2,621 2,403 2,336
Rentucky Regulated

Utility service (a) 3,168 2,976 2,759
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Pennsylvania Regulsted
Lhility service (a)

Supply
Energy (b)
Energy-related businesses

Tota)
Corporate and Other
Totzl

Intersegment electric revenues
Supply (c)

Depreciation
UK. Reguloted
Kentucky Reguluted
Pennsyivania Regulated
Supply
Corporate ond Cther
Towl

Amuortization (d)
UK. Regulated
Kentucky Repulated
Pennsyivania Regulated
Supply
Corporate and Other
Tolal

Unrealized (gains) fusses an derivatives and other hedging activities (h)
UK. Repulated
Kentucky Regulated
Supply

Total

Interest Expense
UK. Regulaed
Rentucky Regulated
Pennsylvania Regulated
Supply
Corporate and Other
Total

Income from Continuing Operations Before income Taxes
UK. Regulated
Kentucky Reguluted
Peansylvania ftegulated
Supply () {e)
Caorporate and Other (1)
Total

Income Taxes (g)
U.K. Regulated
Kentucky Regulnted
Pennsylvania Regulated
Supply
Corporate and Other {I)
Tatal

Deferred income taxes and investment tax credits (h
UK. Regulnted
Kentucky Regulated
Peninsylvanio Regulated
Supply
Corparate and Other (f}
Total

'

2014 2013 2012
2,044 1,866 1,760
3,051 3,936 4,816

601 517 461

3,652 4,463 5,277

14 13
11,499 11,721 12,132
84 5 79
337 300 279
354 334 346
185 17% 166
297 299 276
47 31 26
1,220 1,142 1087
17 19 15
5 2 27
19 12 I8
163 156 126

4 [
238 222 T8h

(199) 44 52

12 12 it
12 180 (36)

175 236 77
461 425 421
219 212 2y
122 108 99
181 216 22

41 33

1,023 904 951

1,311 993 953
561 384 263
423 317 204
246 (477} 589

(117) {57)

2,364 1,260 2,000
319 7 150
189 179 80
160 108 68

93 () 220
10 (21)
781 163 518
94 {45} 26
349 254 136
BY 127 14
(110} (291) 141
36 32
556 77 37




2004 2013 2012

Net Income Attributable to PPL Shareowners

U.K. Reputated 982 622 803
Kentucky Repulated 3t2 07 177
Pennsylvania Regulated 263 209 132
Supply (b) (¢) (i) 307 (272) 414
Carporate and Other {f) {117) {16}

Tonal $ 1,737 § 1130 3 1,526
Cash Flow Data 2014 2013 12
Expenditures for lung-lived assets

UK Regulated 5 1438 8 1.28¢ S 1016
Rentucky Regulated 1,262 1,434 768
Pennsylvania Reguelated 957 942 633
Supply 1 568 736
Corporate and Other b 59
Total £ 4,154 § 4,283 § 3,153
As af December 31,
2014 2463
Butance Sheet Dt
Total Assets
U.K. Regulated $ [6.005 $ 15,895
Kentucky Regulaled 13,062 12,0014
Pennsylvania Regulatzd 7,785 6,846
Supply 11,025 11,408
Corporate and Other (j) 987 94
Total < 48,864 S 46,259
2014 2013 2012
Geagraphle Data
Revenues from exlernal customers
UK. s 2,621 § 2403 § 2,336
LERH B.878 9,318 4,796
Total H 11,499 § 1720 8 12,133
As of December 31,
MUE] 2013
Long-Lived Assets
TR 1y 11,942 § 11,384
(U 231572 22,638
Total H 35514 8 34,022

{2} See Nawe 1 for additional information on Lility Revenue.
{b) Includes enrealized goins ond losses from economic activity  See Note 17 for additional infermation
{c)  See "PLR ContractsPurchose of Accounts Reveivable” in Note 14 for o discussion of e basis of accounting between reportable segmems.

{d} Represenis non-cash cxpense items that include amortization of nuclear fuel, regulatory assets, debt discounts and premiums, debt issuonce costs, emission allowances and RECs,

() 2013 includes o charge of $697 million (3413 million after 1ax) for the wrmination of the lease of the Colstrig coal-fired eleetric generating facility. See Note 8 for additional
infermation

(N 2014 includes most of the costs related to the anticipated spingdT of MPL Energy Supply. including deferred income lax expense, transaction and transition eosts and separation
hencfits far PPL Services employves. See Note R for additional information

(g) Represemis both current and deferred income taxes, including invesiment tax credis.

{h) Represents o nen-cash expense item thot is also included in "lncome Taxes.”

() 2014 includes o pain of $237 million ($137 million afer tax) on the sale of the Montno hydroelectric peacrating facilivics. See Note B for sdditional information.

(i) Primarily cansists of unaflocated items, including cash, PP&E and the climination of inter-segment transactions, Increase in 2004 wns primarily due to increased cash on hand

(All Registranis except PPL)

PPL Energy Supply, PPL Electric, LKE, LG&E and KU each eperate within a single reponable segment.
3. Preferred Securities

(PPL}

in June 2012, PPL Eleetric redeemed il $250 million of its preference stock at par value, without premium.
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PPL is authorized to issuc up to 10 million shares of prefemed stock. No PPL preferred stock was issucd oroutstanding in 2014, 2003 or 2012,
(PPL Elcciric)
PPL Electric s authorized to issuc up to 20,629,936 shares of prefered stock. No PPL Electric preferred stock was issued or outstanding in 2014,2043 or

2012, Prior1o Octaber 31, 2013, PPL Electric was authorized 10 issuc up 10 10 million shares of preference stock. In June 2012, PPL Electric redeemed, at
par, ali 2.5 million shares of its outstanding 6.25% Series Preference Stock (Preference Shares), par value of $100 per share.

{LG&E)

LG&E is authorized to issue up to 1,720,000 shares of preferred stock at a $25 par value and 6,750,000 shares of preferred stock without par value. LG&E
hzd no preferred stock issued oroutstanding in 2014, 2013 or 2012,

(KU}

KU is authorized to issue up to 5,300,000 shares of preferred stock and 2,000,000 shares of preference stock without par value. KU had no preferred or
preference stock issued or outstanding in 2014, 2013 or 24 2.

4. Earnings Per Share
{PPL)

Basic EPS is computed by dividing income nvailable 10 PPL common sharcowners by the weighted-average number of common shares outstanding during
the applicable period. Dituted EPS is computed by dividing income available to PPL common sharcowners by the weighted-average number of common
shares outstanding, increased by incremental shares that would be outstanding if potentially dilutive non-perticipating seeurities were converted 10 common
shares as calculated vsing the Treasury Stock Mcethod or If-=Converted Method, as applicable. Incremental non-participating securitics that have a dilutive
impact are detailed in the table below.,

Reconcilintions of the amounts of income and shares of PPL common stock (in thousunds) for the periods ended December 31 used in the EPS calculation
ure:

pLE] 2013 2012
Tncome (Numerator)
Income from continuing operations after income txes atributnble to PPL sharcowners ] [,583 8 1,096 § 1,486
Less amounts allocated to participating securities B [ )
Less issuance costs on subsidinry's preferred securilies redeemed 6
Income from continuing operations afier income taxes available 10 PPL common
shorcowners - Basic 1,575 1,090 1,472
Plus interest charges (net of tux) reloted to Equity Units () 4 A4
Income from continuing operations after income taxes available 1o PPL common
sharcawners - Diluted $_=15ﬁ A s|=_l£:’i
Lneame {luss) Irom discontinued operations (net of income taxes) uvailuble o PIL
common shareowners - Basic ond Dilutcd .5___,& ls___g 5_=£]_
Net income ouributable to PPL shoreowners $ 1,737 § 1,136 § 1,526
L ess amounts sllacated to participating securities 5 i B
Less issuance costs on subsidiary's preferred sccurities redeemed 6
Net income availahle to PPL common shareowners - Basie 1,728 1,124 1,512
Plus interest charges (net of tax) refated to Equity Units 9 44
Net income availuble 1o PPL common shareowners - Dituted 5 1.737 § l.168 3§ 1512
Shares of Common Stack (Denattinator)
Weighted -average shares - Basic EPS 653,504 6OK,983 580,276
Add incremental non-participating sccurities:
Share-based payment awards (b) 1,910 1,062 563
Equity Units {a) 10,559 52,568
Forward sale ogreements ond purchase contracts (b} d6l 87
665,973 663,073 581,626

Weighted-average shares - Diluled EPS
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2014 2013 W12

Busle EPS
Available 10 PPL common shureowners:

Income from continuing epcratians ufier income taxes $ 241 8 179 § 2055
[ncame (loss) from discontinued operations (net of income 1axes) .23 0.06 0.06
NEOIREEE [ 364 § 185 § 2.6
Dfluted EPS
Available to PPL comman shareowners:
Income [rom continuing operations aiter income taxes 5 238 8§ 171§ 2.54
Income (Joss) from discontinued operations (net of income 1axes) 0.23 0.05 {106
Net Income 3 261 § 1.76 5 3,60

(0} In 2084 and 2013, the 1&-Converted Methad was applied to the Equity Units privg 1o settlement. See Note 7 for additional information an the Equity Units, including the jssyance
of PPL common stock to setile the Purchase contracts,
(b) The Treasury Stock Method was applicd o non-participating shate-based payment nwards, forward sale ugreements and the 2010 Purchase Contracts Tor 2002,

For the year ended December 31, PPL issued common stock related to stock-based compensation plans and DRIP as follows (in thousands):
2014

Stock-based compensation plons (a) 2,985
DRIP B68

(u) Includes stock options exercised, vesting of performance units, vesting of restricted stock and restricted stock units and cotversion of stock units granted to directors,

For the years ended December 31, the following shares (in thousands) were exeluded from the computations of diluted EPS because the effect would have
been antidilutive.

2014 2013 1012
Stock options 1,816 4,446 5,293
Performance vnits ] 55 5%
Restricted stock units 3t 29
5. Income and Other Taxes
(PPL)
"Income from Continuing Operations Before Income Taxes” included the following.

2014 2013 2012
Domestic income 5 1,157 § 200 8 1,000
Foreign income 1,207 1,059 1,009

Total 3 2,364 § 1,260 § 2,009

Deferred income taxes reflect the net tax effects of temporary differences between the camrying amouats of nssets and liabilities for accounting purposes and
their basis for income tax pumposes and the tex effects of net operating loss and tax credit carry forwurds, The provision for PPL's deferred income tuxes for
regulated asscts and liabilities is based upon the ratemaking principles of the applicable jurisdiction. Sce Notes 1 and 6 foradditional information.

Net deferred tax assets have been recognized based on management's estimates of future taxable income for the U.S. and cerain foreign jurisdictions in which
PPL's opemtions have historically been profitable,

Significant components of PPL's deferred income tax assets and linbilities were as follows:
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Deferred Tas Asaets
Deferred investment tax credits (a)
Regulotory obligntions
Acerued pension custs
Fesderal boss carryforwards
State loss carryforwards
Federal nnd state tax eredit carry forwards (a)
Foreipn capital loss carryforwards
Foreign loss catryTorwards
Farcign - pensions
Forvign - regulatory oblipations
Foreign - other
Contributions in aid of construction
Domestic - other
Unrealized Josses on qualifying derivaives
Valuation allowances
Tutal deferred tax assets

Deferred Tax Linbllities
Domestic plant - net (o)
Taxes recoverable through future rates
Unrcalized gain on qualifying derivatives
hher regulatory assets
Reacquired debi costs
Foreign plant - net
Domestic - other
Total deferred 1ax liabilities

Net deferred tax linbility

314 2013
63 5 137
131 144
298 i40
151 331
304 304
209 33z
446 467
[ 6
182 02
£k | 26
11 2
i38 137
27 211
46
(700) {663}
1.581 1,786
4,453 4,073
156 151
24 37
" 4
31 34
K54 LAY
S8 78
5,902 5,476
4,321 § 3,690

(a} DBuring 2014, PPL eerepted U.S. government grants for hydroeleotrie plunt expansions resalting in reductions of investiment tax credits previously claimed and reductions in the

carrying value of e related plants. See Note B for additional information

At Decetnber 31, PPL hud the following loss und tax eredit camy forwards,

Lass carry furwards
Federnl net operating losses (o)
State net operating losses (a) (b)
State contributions
Forcign net operating lisses (c)
Farcign capital losses (d)

Credit carryflorwards
Federal investment tax credit
Federn! alternative minimum tax credit
Federal - other
State - other

State capital loss and foreign tax credit carryforwards were insignificant at December 31,2014,

214 Explration
432 2031-2032
5,059 2017-2034
33 2015-2018
29 Endefinite
2,231 Indelinite
135 2025-2028
44 Indetinite
34 2016-2034
L] w32

{2) lIncludes an insignificant amaunt of federal and state net operating loss carryferwards from excess tax deductions related to stock compensation for which o tax benefit will be

recorded in Equity when realized.
(b) A voluntion sllowonce of $238 million has heen recorded against the deferred tax assets for these losses.
(c) A voluation aftowance of $6 million has been recorded ugainst the deferred tax assets for these losses.
td} A valuation allowunce of $346 million has been recorded apninst the deferred tax assets for these losses.

Valuution allowances have been established for the amount that, more likely than not, will not be realized. The changes in deferred tax valuation aliowances

were as follows:
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Additions
Balance ot Chargedd to Balance

Beginning Charged Other at End

uf Perind to [ncome Arcaunts Deductions ol Perlod
2014 s 663 $ 51 % 6 5 26 5 700
2013 T0h 28 THa) 66}
202 724 18 10 46{a) 706

(a)  The reductions of the UK. statutory income tux rate in 2013 and 2012 resulted in 367 million and $46 million in reductions in deferred tax asscts and the commesponding
valuation oll es. Sec "Reconciliation of Income Tux Expense” helow for more information on the impact of the UK Finance Acts 24 3 and
2013.

PPL Global does not record ULS. income taxes an the undistributed camings of WPD, with the exception of certain financing entitics, 85 monzgement has
determined that the comings are indefinitely rinvested. Historically, dividends paid by WPD have been distributions from current year's camings. WPD's
long-tern working capite] foreeasts and capital expenditure projections for the foresceable futune require reinvestment of WPD's undistributed eamings, and
WPD would have to issue debt or access credit facilities to fund any distdbutions in excess of current eamings. Additionally, U.S. long-term working capital
forceasts and capital expeaditure projections for the (oresceable future do not require or contemplate distdibutions from WPD in excess of some portion of
future WPD camnings. The cumulative undistributed eamings are included in "Eamings Reinvested” on the Balance Sheets. The amounts considered
indefinitely reinvested at December 31,2014 and 2013 were $3.7 billion and $2.9 billion, respectively. If the WPD undistributed eamings were remitted as
dividends, PPL Global could be subject to additional ULS. taxes, net of allowable foreign tax eredits. It is not practicable to estimate the amount of additional
taxes that could be payablc on these foreign camings in the event of repatriation to the US.

Details of the components of income tax expense, o reconciliation of federal income taxes derived from statutory tax rates applied to "Income from
Coentinuing Openations Before [ncome Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income” were as follows:

2014 2413 2012
Inctine Tux Expense (Benelit)

Current - Federal s 43 $ {51 s {15)
Current - State 30 (4} {5)
Current - Foreign 152 181 121
Tutal Current Expense 225 1] 101
Deferred - Federal 145 75 547
Deferred - Staie 136 45 (1]
Deferred - Foreign 96 (53} 35
Taoal Deferred Expense, excluding operating loss enery forwards 577 a7 682
Investment tax credit, net - Federal N (8} {10}

Tax expense (benefit) of operating loss carryforwards
Deferred - Federal (1) B 16 (195)
Deferred - State (a2 {18) (60}
Total Tax Expense {Benefit) of Operating Loss Carry forwards (14) 1] {255}
Total income taxes from continuing operations S—TB[ 5 163 § 518
Total income tax expense - Federal 5 389 § 12 s 30
Total income tax expense - State F44 4] 35
Total income tox expense - Foreign 148 128 156

Towl income taxes from continuing aperations s 7Hl § 163 3 318

{0} A 2012 Federal incame tax return adjustment was recorded in 2013 relnted to a reduction in the 2612 NOL recorded in the filed return The reduction was primartly due to PPL's
decision, ot the time of filing, to utilize regular modificd nceelerated cost recovery system (MACRS) depreciation rates for certain non-reguluted assets otherwise eligible for bonus
tax depreciation.

In the table above, the following income tax cxpense (benefits) are excluded from income taxes from continuing opemtions.
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2014 2013 2012

Discontinned operations H 109 % 11 -1 23
Stock-based compensation recorded 10 Additional Paid-in Capital 4 (2) (1}
Valuation atlowance on stole deferred taxes relatzd to issuance costs of Purchuse Contracts
recorded to Additional Pakd-in Capital )
Other comprehensive income 190 159 (526)
Valuation allowance on stote deferred taxes recorded W other comprehensive incime ()]
Total S 395 :§ 166 $ (504)
2014 2013 2012

Reconciliution of Income Tux Expense

Federal income tax an Incame from Continuing Operations Before lacome Taxes a1

sintutory tax rate - 35% s §27 § 441§ 703
Ingrease {decrease) due ta:
State income taxes, net of federal income tax benefit 41 (9) 25
State valuation allowance adjustmenits (a) 55 24 13
Impact of lower UK. income tax rates (b) (L67) {129) {LED)
U 8. income tax on foreign carnings - net of foreign tax credit (¢) 53 9 6
Federol end state tax reserves adjustments (d) (n {43) (1)
Federal and state income tax refurs adjustments (c) | (5) 13}
Impact of the U.K. Finance Acts on deferred tax balances (b) {1 97) (i5)
Federal income tax credits (1) n (% {1
Depreciztion not normalized {7 8) (11}
State deferred tax rate chanpe (g) {1 15 (19}
Intercompany interest on U K. financing entities (B) (1) 9)
Other (11} (i6) {29)
Total increase {decrease) (46) (178) (185)
Total income taxes from continuing opertions $ ELE I 163§ S18
Effeetive income tax rate 33.0% [2.9% 258%
{8) Asaresull of the 'PL Energy Supply spinoff unneoncement. PPL recorded S50 million deferred income tax expense during 2014 10 wljust the valuation allowance on deferred

(b}

(c)

()

{e)

tax assets primarily for site net operating Joss carry forwards that were previously supported by the future earnings of PPL Enerpy Supply  See Note B for additional informution
on the anticipuled spinniT

During 2013, PPL recorded 8§23 million of sine deferred income tax expense related to a deferred tax valeation allowaences primarily due (o 2 deerease in projected future taxahle
income at PPL Energy Supply over he remuining carryforward period of Pennsybvanio net operating losses,

The LK. Finance Act 2013, enacted in July 20i3, reduced the UK. statutory income tax rote from 23% o 21% effective April 1, 2014 and from 21% 1o 2004 effective Apeil |,
2085 Asaresul, PPL reduced its net deferred tax liabilities and recognized 2 deferred tax benelfit during 2083 related 10 both rate decreases.

The UK Finance Act 2012, enacted in July 2012, reduced the LK. susutory income tax rate from 25% w0 24% retraactive to Apeil 1, 2012 and from 24% 10 33% effective Aprit
1, 2003, Asareseh, PPL reduced its net deferved tax linhilities snd recognized o deferred tx benefit during 2012 related to both rale decreases.
Daring 2614, PPL recorded $47 million of income tax expense primarily atiributahle to taxable dividends.

During 2013, PPL recorded $28 million of income tax expense resulting from increased taxsble dividends offses by o $19 milkion income 12x benefit associated with o raling
abtained frem the IRS impacting the recalculation of 2010 L' K. carnings and profits that was reflected on an amended 2010 US, tax retumn

During 2012, PPL recorded a $23 million adjustment to federal income tux expense telated to the recaleulation of 2000 UK carnings and profus.

In 1997, the UK. imposed a Windfalt Profits Tax (WPT) on privatized utilitics, including WPD. PPL Ffiled its federal income tax returmns for years subsequent w its [997 and 1998
claims for refund on the basis that the UK. WPT was creditable. In September 2010, the U8 Tox Court (Tax Court) ruled in PPL's favor in a dispute with the 1RS, concluding
that the U K. WPT is a creditable tax for U.S. tax purpases. Asa result, and with the finalization of other issues, PPL recorded o $42 million fax benefit in 2010, In Junuary 2001,
the IRS appealed the Tax Coort's decision o the U.S. Court of Appeals for the Third Circuit {Third Circuit). tn December 201 1, the Third Circuit issued its opinion reversing the
Tax Court's decision, holding that the UK. WIT is not a creditable tax. As o result of the Third Circuit's ndverse determination, PPL recorded a $39 million expense in 2011, In
June 2012, the LS. Court of Appeals for the Fifih Cireuit issued o contrary opinion in an identical case involving another compony. [n July 202, PPL filed a petition for a writ
of certiorari seeking .S Supreme Court review of the Third Cireuit's opinion  The Supreme Court granted PPL's petition and oraf argument was beld in Febroary 2013, On
May 20, 2013, the Supreme Court reversed the Third Circuit's opinion and ruled that the WPT is o creditable tax,  As a result of the Supreme Court ruling, PPL recorded o 1ax
benefit of $44 million during 2013, ol which $19 million relaes to interest

PPL recorded a tax benefit of $7 million during 2013 and $6 million during 2412 federal and state income tax reserves reloted 1o stranded cost seeuritization. The reserve bolance
0t December 31, 2013 refated to stranded costs securitization was zero,

During 2012, PPL recorded $16 million in federal and state income tax expense related to the filing of the 2011 federal ond state income tax returns. OF this amount, $5 million
relates fo the reversal of prior years' state jncome tax benefits related to regulated depreciation. PEL chiunged its method of sccounting Jor repair expenditures for tax purpases
effective for its 2008 tux year. In August 2011, the [RS issued guidance regarding the use and evaluation of statistical samples and sampling estimotes for network assets. The
RS guidance provided ¢ safe harbor methed of determining whether the repaic expendineres for electric transmission and distribution property cun be currently deducted for tax
purposes. 'PL adopted the safe horber method with the filing of its 2011 federal income tax return.
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(1) During 2013 ond 2012, PPL recorded deferred tax benefits related to investmenl tax credits on progress expenditures for the Holtwood hydroelectrie plant expunsion. See Note 8
for odditionnl information

(2} During 2014, 2013 and 2012, PPL recorded adjusiments related to its December 31 state deferred tax Habilities es a result ol annual changes in state apportionment and the impact
on the future estimated state income tax rate.

Hid 2013 P41
Tuxes, other than income
State gross receipts 147 135 § 135
Fareign property 157 47 137
Domestic Other 70 69 70
Total 374 351 % 352

(PPL Energy Supply)

Deferred income taxes reflect the net tax effects ofiemporary differences between the carrying amounts ofassets and liabilities for accounting purposes and
their basis for income tax purposes and the 1ax effects of net operating loss and tax eredit carry forwards.

Net deferred tax assets have been recognized based on management's estimates of future taxable income for the US. jurisdictions in which PPL Energy
Supply's operations have historically been profitable.

Significant componens of PPL Encrgy Supply's deferred income 1ax assets and liabilities were as follows:

214 2013
Deferred Tax Assets

Deferred investment tax credits (a) it 3 B4
Accrued pension costs 98 39
Federal inss carryloraards 13 I8
Federal tax eredit carryfopwards (a) 13 1
State foss carry forwards 79 BD
Dther 79 69
Valuation allowances {78) (T8)
Total deferred tax assets 224 353

Belerred Tux LinhlHties
Plant - net (a) 1,374 1,192
Unrealized guin on quelifying derivatives 28 38
Other 42 46
Total deferred tax liabilitics 1,444 1,476
1.230 § 1,123

Net deferred tax liability

o) During 2tH4, PPL accepted U.S. government grants for hydroelectrie plant expansions cesulting in reductions of investment tax credits previously claimed and reduetions in the
carrying value of the related plants. See Nete 8 for additional information

Al December 3§, PPL Energy Supply had the following loss and 1ax credit camy forwards.

14 Expiratinn
Luss earryforwards
Federal net operating losses ] 63 2031-2032
State net operating losses (a) 1,224 2018-2034
Credlit corryfoewardy
Federal AMT credit 6 Indefinite
Federal - other 7 2031-2034

{u) A valuation nllowance of $78 million lws been recorded against the defierred tox assets for these losses.

Valuation allowances have been established for the amount that, more likely than not, will not be realized. The changes in deferred 12x valuation allowances
were:



Additinns
Balonce at Charped to Hulanee

Beglnnlong Churged Other ot End

of Peried to bicnme Attounts Deductivns ol Perlod
2014 5 T8 5 TH
2013 74 % 4 T8
2012 72 2 74

Details of the components of income tax expense, 2 reconcitiation of federal income taxes derived from statutory fax rates applied to "Income (Loss) from
Continuing Operations Before Income Taxes" to income taxes for reporting pumposcs, and details of "Texcs, other than income" were as follows:

24 20123 2412
Income Tax Expense {Benefit)
Current - Federal $ 288 g 5 74
Current - State 13 3] 14
Total Current Expense 41 134 93
Defeeret - Federal 66 (285) 187
Deferred - State 11 {27) 7
Tatzl Deferred Expense (Benefit), excloding operating loss carryforwards 77 (312) 194
Investment tax credit, net - federak (2) (3) {2)
Tax expense (benefit) of operating loss corrylorwards
Deferred - Federal (n) i) (48)
Deferred - State (1)
Total Tax Expense (Benefit) of Operating Loss Carry Torwards 22 (49)
Totsl income taxes (benefits) from continuing operations (b} I § (- (159) § 236
Total income tax expense (benefit) - Federal 3 92 % (148) § 211
Total income tax expense (benefit) - State 24 (L 25
Total income tnxes (benefits) from conlinuing operations (h) 3 16§ (159) § 236
(a) A 2012 federa] income tax return udjustment was recorded in 2013 related 1o a reduction in the 2012 NOL recorded in the filed return. The reduction was primarily due to PPL's
deeision, at the time of filing, to utilize regulur MACRS depreciation rates for certain non-regulated assets otherwise eligible for bonus tax depreciation.
(h)  Excludes current and deferred fedesa) and siate tax expense recorded to Discontinued Operations of $181% million, $17 million and $27 million in 2014, 2013 and 2012 Also
excludes federn] and state tax expense (benefit) recorded to OCH of $(56) million, $47 million and $(267) million in 2014, 2013 and 2012,
2014 2013 2012
Reeonclilation of (neawme Tux Expense
Federal income tax on [ncame {Loss) from Conlinuing Operations Before Income Taxes at
statutory tox rate - 35% b 106 § (147} § 233
Increase {(decrease) due to;
State income taxes, net of federal income tax benefit 17 24) 30
Stale deferred tax rate chanpe (a) {1 115 (19}
Federal income tax credits (b) [t] ()
Other (G} 5 3
Total increase (decrease) 10 (12) 3
Total ineome taxes from continuing operations L 116§ (1591 § 236
Effective Income tax rate 38.3% 37.9% 35.5%
(a) During 2014, 2013 and 2012, PPL Energy Supply recorded sdfustmenss related to its December 31 state deferred tax labilites as a resull of annual changes in state
apportionment and the mpoet on the future estimated stote income tax rote.
(b} During 2013 and 2012, PPL Energy Supply recorded deferred tax benefits related to invesiment tax credits on progress expenditures for the Holtwood hydroelectric plant
expansion  See Note B for additional information
2014 2013 212
Taxes, other than income
State gross receipls § 45 8 37 s 35
State capitat stock 1 1 5
Property and ather 11 15 15

Total 5 57 % 55 8 55
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(PPL Electric)

The provision for PPL Electric's deferred income taxes for regulated sssets and linbilitics is based upon the rtemaking principles reflected in mtes established
by the PUC and the FERC. The difference in the provision for deferred income taxes for regulated asscts and liabilities and the amount that otherwise would
be recorded under GAAP is deferred and included in "Repuiatory assets” or "Regulated liabilities” on the Balance Sheets.

Significant compenents of PPL Electric's defemed incomie tax assets and liabilities were os follows.

2014 2013
Deferred Tax Assets
Accrued pension costs § B5 § 42
Contributions in aid of canstruction 1o 109
Regulatory abligations 39 38
State lyss carry forwards 30 a5
Federal loss carryforwards 51 72
Other 54 45
Total deferred 1ax asscts 369 341
Delereed Tux Linbilitics
Electric atility plant - net 1,453 1,366
Taxces recoverable throupgh future rates i) 129
Reacquired debt costs 20 1]
Other regultary assets 173 129
Other 16 ¥
Total deferred tax liabilitics 1.794 i.655
Net deferred tax Liability $ 1425 8 1,314
At December 31, PPL Electric had the following loss carry forwards.
2004 Expiration
{ oss carry forwards
Federal net aperating losses 1 146 2031-2032
Sume net operating losses 467 2030-2032

Credit and stute contribution carry forwards were insignificant at December 31,2014,

Details of the components of income tax expense, a reconciliation of fedemi income taxces derived from statutory tax rates applied Lo "Income Before Income
Taxes" to income taxes for reporting purposes, nnd details of "Taxes, other than income™ were as follows:

anid 2413 2002
lncome Tus Expeuse {Beoefit)

Current - Federal s 60§ (15) & {28)
Current - Sune 15 (4) (18)
Total Current Expense { Benefit} 75 {19} {46)
Deferred - Federal 70 109 162
Deferred - Stote 16 16 42
Total Deferred Expense, excluding operating lass carry forwarnds 6 125 204
Invesiment tax credit, net - Federal (1 (1 (1)

Tax expense {bencfit) of operating loss carryforwords
Deferred - Federa! 4 (72}
Deferred - State {1) (17
Taotal Tax Expense {Benefit) of Operating Loss Carry forwards 3 (89}
Total income lax expense 3 160 § 108 63
Total income 1ax e¢xpense - Federal ] 129 § 97 3 61
Tatal income tox expense - State El 11 7
Tota] income tax expense 5 160 § 1048 § 68
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2014 2013 2012

Reconcilintlon of Income Taxes

Federal income tax on Income Befure Income Taxes at statutory tax rate - 35% 5 148 % lit § 7l
Increase (decrease) due to;
Stale income taxes, net of federal income tax benefit 22 14 9
Federal and state tax reserves adjustments (a) (1) (9} (&)
Federal and state income tax return adjustments (b) 1 m i)
Depreciation not normalized (6) {6} (8)
Other (4) (3} (3)
Tutal increase (decrease) 12 (3} &1
Total income tax expense i 160 5 108 § 6_8
Effective Income tax rate 37.8% 34.1% 33.3%

(w)  FPL Electric recorded o tax benefit of $7 million during 2013 and $6 million during 2012 to federal and state income tax reserves related 1o siranded cost securitization. The
reserve balance at December 31, 2013 related to stranded costs securitization was zero.

(b PPL Eleetric changed its method of accounting for repair expenditures fur 1ax purposes effective Tor its 2008 tax year n August 2011, the [RS issued guidance repording the use
and evaluetion of statistical samples and sampling estimates fot network assets. The IRS guidance provided a safe harbor method of determining whether the repair expenditures
for electric iransmission and distribution property can be currently deducted for tax purposes. PPL Electric adopted the safe harbor method with the filing of its 2011 federal
income tax return and recorded a $5 million adjustment to federal end state income tax expense in 2012 resulting from the reversal of prior years' state incutme 1ax benefits reluted
to regulated depreciation

2014 2013 2012
Taxes, wther {han licome
State pross receipts $ 102 $ 9% % 101
Othser 5 5 4
Tatal ] 107 § 103 § 105

(LKE}

The provision for LKE's deferred income taxes for regulnied nsscts and liobilities is based upon the ratemaking principles reflected in rtes cstablished by the
KPSC, VSCC, TRA and the FERC. The difference in the provision for deferred income taxes for regulated assets and linbitities and the amount that otherwise
would be recorded under GAAP is deferred and included in "Regulutory assets” or "Regulutory liabilitics” on the Balance Shects.

Significant components of LKE's deferred income tax assets and lisbilities were s follows:

2004 2013
Deferred Tux Assets
Net operating lass carryforward 5 82 5 222
Tax credit carryforwards 182 171y
Regulutory linbilities 92 107
Accrued pension costs 53 20
Capital loss carryforward 4
Income taxes due to customers 20 23
Deferred investment tax credits 51 524
Derivative liability 45 14
Other 44 43
Valuation sllowances (4)
Total deferred tax asscis 569 b
Deferred Tax Liabllties
Plan - net 1,639 1,327
Regulstory assels 143 133
Other 12 12
Total deferred tax linbilities 1.794 1,472
Net deferred tax liability - E— L R )|

LKE expects to have adequate levels of taxable income 1o realize its recorded deferred income tax assets,

At December 31, LKE had the following loss and tax credit camy forwards,
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2iHE4 Expirution

Loss carry forwards
Federal net operating losses H 132 2031-2032
Stute net vperating losses 937 2028-2032
State capital losses [ 2016

Credit carry forwards

Federal investment tax eredit 125 2025-2028
Federn] alicraative minimum tax credit 30 Indefinite
Federal - other 27 3 6-2034
Sute - other 8 222

Changes in deferred tux valvation allowances were:

Balance ut Bulawee
Hegloniny at End
of Perfod Additluns Neductions of I'erind
2014 5 4 § @)
2013 5 1{a) % 4
012 5 5
{u)  Primaorily reloted to the expirotivn of state expital loss carey forwards.
Details of the components of income tax expense, a reconciliation of feder) income tuxes derived from statutory tax rates applied to "Income (Loss) from
Continuing Operations Before Income Taxes" to income taxces for reponting purposes, and details of "Toxes, other than income” were:
n14 2013 2
Income Tax Expense {Henefit)
Curyent - Federal 5 (247) § 59 $ (32)
Current - State B 10 2
Total Current Expense (Benefit) {239} (49) (30
Deferred - Federal 437 244 185
Deferred - State 23 20 15
Total Deferred Expense, excluding benefits of operating loss earry furwards 460 264 200
Investment tax credit, net - Federal (4 (4} ()
Tax benefit of operating loss carry forwards
Deferred - Federal M) 4 (46)
Deferred - State {1} (12)
Total Tax Benefit of Operating Loss Carry forwards (8) (5} (58}
Tota] income tax expense from continuing aperations (a) 5_:2_(2 5_____2“=(' E____'_U-ﬁ_
Totad income tax expense - Federai 5 178 % 177 8 10§
Total income tox expense « State 3! 29 3
b 200 8 206 % 106

Tuial income tax expense from continuing operations (a)

{a) Excludes current and deferred federal and state tax expense (benefit) recorded to Discontinued Operations of less than $1 mitlion in 2084, $1 million in 2013, and 5(4) million in
2002 Alse, excludes deferred federal and state tax expense (henefit) recorded (o OCTE of $(36) million in 2014, $18 millivn in 2013 and $(12) million in 2012

it 2013 e
Reconcllintion of Income Taxes
Federal income tax on Income Before Income Taxes at
statutory lax rate - 35% H 194 § 193 § 116
Increase (decrenss) due 1o:
State income taxes, net of federal incotme tax benefit 28 0 [
Amortization of investment tax credit {4) {4 {6)
Net operating loss carry forward (a) {9
Oiher (1) (3) {1}
Tatal increase {decrease) 13 13 {10}
Tota! income tax expense from continuing operations E E 3 26§ 185
Effective income tax rage 37.8% 37.4% 12.0%

(0} During 2012, LKE recorded adjustments o deferred taxes reloted to et operating loss carryforwards based on income tax return adjustments,
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14 2013 2412

Taxes, ather than biconie

Propetty and other b 52 & 48 5 46
Tota! 5 33 5 48 3 46
(LGELE)

The provision for LG&E's deferred income taxes for repulated asscts and liabilitics is based upon the mtemaking principles reflected in rates established by
the KPSC and the FERC. The differcnee in the provision for deferred income taxes for regulated assets and liabilitics and the amount that otherwise would be
recorded under GAAP is deferred and included in "Regulatory assets” or "Regulatory liabilities™ on the Balance Sheets,

Significant compenents of LG&E's deferred income tox assets and linbilities were us follows:

2014 2003
DBefereed Tux Assets
Regulmory liabilities 5 51 8§ 59
Deferred investment tax credits 14 15
Income faxes due to customers 13 19
Derivative liahility 32 14
Other 9 14
Tota) deferred tax nssets 124 121
Deferred Tux Linbillties
Plant - net 694 585
Repulotory assets 94 B3
Accrued pension costs 28 24
Qther 8 #
Totat deferred tax linbilitics 824 00
Net deferred tax [iability 5 00§ 579

LG&E expects to have adequate levets of texable income to realize its recorded deferred income tax assets,
At December31, 2014, LG&E had $4 miltion of state credit carryforwands that expire in 2022,

Details of the components of income tax expense, n reconciliation of federal income taxes derived from statutory tax rates applied to "Income Before Income
Taxes" to income taxes for reporting purposes, and details of "Taxes, other than income™ were:

20104 2013 2012
tncome Tas Expense (Benefit)
Current - Federal 3 (25) § 52 § (2)
Current - State 10 16 1
Total Current Expense (Bencfit) (15) 68 [
Deferred - Federal 114 33 i3
Deferred - State ] (1) &
Total Deferred Expense, excluding benefits of operating loss carry forwards 120 31 it
Invesiment tax credit, net - Federnl {2) (2) (3}
Tax benefit of opernting loss carry forwards
Deferred - Federn! (3}
Total Tux Benefit of Operating Loss Carryforwards (3)
Towl income tax expense § 103§ 94 8 69
Total income tax expense - Federal 5 87 % 80 % 11}
Total income tax expense - State 16 14 9
Total income tax expense 5 103 8 945 69
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2064 2013 2012
Reconcilintion of Income Taxes
Federul income tax an Income Before Income Taxes at
statutory tox rate - 35% 5 95§ 90 § i)
Increase {decrease) due 1o:
Stote income taxes, net of federal income tax benefit 10 5
Amortization of investment tax credit (2) (2) {3}
Other (4)
Tutal increase (decrease) B 4 2
Tatal income tax expense 5 ﬂ 3 94 3 9
EfMective income tax rate 37 9% 36.6% 359%
2014 2013 2012
Taxes, other than income
Property and other s 25, .8 24 & 23
Total $ 15 5 45 23
(KU

The provision for KU's defermed income taxes for regulated assets snd liabilities is based upon the mtemaking principles reflected in rates established by the
KPSC, VSCC, TRA and the FERC. The difference in the provision for defemmed income taxes for regulated wssets and liabilities and the amount that otherwise
would be recorded under GAAP is deferred and inctuded in "Regulatory wssets” or "Regulatory liabilities" on the Balance Shects.

Significant compenents of KU's deferred income tax assets and Habilities were as follows:

Deferred Tax Asscets
Regulotory liabilitics
Deferred investment tax credits
Net operating loss carryforward
Income taxes due 1o customers
Derivative linbility
Other

Totul deferred tax assets

Deferred Tox Linbtitics
Planl - net
Repulatory assets
Other
Totzl deferred tax ligbilitics

Net deferred tax finbility
KU cxpeets to have ndequate levels of taxable income to realize its recorded deferred income tax assets,

At December 31,2014, KU had $4 million of state credit eamyforwards that expire in 2022,

2014 2013
$ 4 s 47
37 38
23
2 4
13
7 8
100 120
922 711
53 50
7 g
983 775
3 HEZ § 655

Details of the components of income 1ax expense, a reconciliation of federa! income taxes derived from statulory tax rates applicd to “Income Before Income

"

Taxes" to income taxes for reporting purpescs, and details of "Taxes, other than income” were:

2014 2013 2012
[neome Tax Expense {Benefit)
Current - Federal 5 (95) 3% 51 § {20
Current - Stale 4 12 (1)
Total Current Expense (Benefit) (H9} 63 (1)
Deferred - Federal 212 13 111
Deferred - State 14 8 11
Total Deferred Expense, excluding benefits of operating loss carryforwards 226 74 123
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lnvestment tax credit, net - Federal
Tax benefit of opecating lass carry forwards
Deferred - Federal

Totul Tax Benefit of Operating Loss Carryforwards
Tutal income tax expense (o}

Total income tax expense - Federal
Teal income tax expense - State
Total income tax expense {a)

{a) Excludes deferred federal and state tax expense (benefitd recorded o OC1 of less thar $(1) million in both 2014 and in 2003 and $1 mitlion in 2012,

Revoncilintion of Income Taxes
Federal income tax on Income Before income Taxes at
statutory Lax ratc - 35%
Increase {decrease) due !
State income taxes, net of federal income tox benefit
Amuortization of invesiment tax credit
Other
Tota] increase (decicase)
Totat income tax expense
EHcetbve income tux rute

Tuaxes, otiter than Income
Property and other
Total

Unrecognized Tax Benefits (A2 Registranis)

Changes to unrecognized tax benefits were as follows:

e,
Beginning of period
Additions based on tax positions of prior years
Reductions based on 1ax posilions of prior years
Sestlements
Lapse of applicabie statute of limitation

End of perivd

PEL Loerpy Supply
Beginning of period
Reductions bused on 1ax positions of prior years
End of perind

PPL Eleetric
Beginning of period
Reductions based on tax positions of prior years
Lopse of applicable statste of limitation

End of peried

014 2013 2012
{2) (2) (3}
(3} (20)
(3) {20
i35 § 132 § M
115§ 12 § 8
20 20 10
5 135 5 132 § 78
2014 2013 2012
124 § 126§ 75
13 14 6
() () (3)
{6
N b 3
135 5 132 § 78
0% 360.7% 36.3%
2014 203 2012
7§ 24 8 23
7 3 s b3
2014 2013
2§ 92
] 3
{2) {32)
(n am
(11
20§ 13
f — e
15 % 30
{15)
15 3 15
$ 26
(an
@
3
[ —— —— .  — |

LKE's, LG&E's and KU's unrecognized tax benefits and changes in those unrecognized tax benefits are insignificant at December 31, 2014 and December 31,

2003,

A1 December 31, 2014, it was reasonably possible that during the next 12 months the total amount of unrecopnized tax benefits could inercase or decrease by
the following amounts. For PPL Electric, LKE, LG&E and KU, no significant changes in unrccognized tax beacfits are projected over the next 12

months.

PPL
PPL Envrpy Supply
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These potentinl changes could result from subsequent recognition, derccognition and/or changes in the measurement of uncertain tax positions related to the
creditability of foreign taxes, the timing and utilization of forcign tax credits and the related impact on alternative minimum tax and other credits, the timing
and/or valuation of centain deductions, intercompany transactions and unitary filing groups. The cvents that could cause these changes are dircet settlements
with taxing authorities, litigation, legal or administmtive guidance by relevant taxing authorities and the lapse of an applicable statute of limitation.

At December 31, the total unrecognized tax benefits and related indircet effects that, if recognized, would decrease the effective tax mtc were us follows. The
amounts for PPL Electric, LKE, LG&E and KU were insignificant.

2014 2013

PPL 1] 19 8 21
PPL Energy Supply 14 14

At Decemnber 31, the following receivuble (payable) balances were recorded for interest related to tax positions. The amounts for PPL Electric, LKE, LG&E
and KU were insignificant.

2014 13

PPL $ 14 % Is
PPL Energy Supply 16 15

The following interest expense (benefit) was recognized in income taxes. The amounts for LKE, LG&E and KU were insignificant.

2064 23 2012
PPL $ 1 5 (30) § )
PPL Enerpy Supply ) 5 (4)
PPL Electric (7 (4)

PPL orits subsidiaries file tax retums in five major tax jurisdictions. The income tax provisions for PPL Energy Supply, PPL Electric, LKE, LG&E and KU
are calculated in accordance with an intercompany tax sharing agreement which provides that taxable income be culculated as if cach domestic subsidinry
filed a separate consolidated retum. Based on this tax sharing agreement, PPL Encrgy Supply or its subsidiaries indircctly ordirectly file tax retums in three
major tax jurisdictions, PPL Electric or its subsidiaries indircctly or directly file tax retums in twa major tax jurisdictions, and LKE, LG&E and KU or their
subsidiaries indirectly or directly file tax retums in two major tax jurisdictions. With foew exceptions, at December 31, 2014, these jurisdictions, as well as the
tax years that sre no longer subjeet to examination, were ns follows:

PrL
PPL Energy Supply PPL Electric LKE LG&FE kL
U.5. {federal) 1997 and prior 1997 and prior 1997 and prior 10/31/2010 and prior 10/31/2010 and prior 10/31/2010 and prior
Pennsylvanio (state) 2010 and prior 2010 and prior 2008 and prior
Kentucky (staie) 2009 and prior 2010 and prior 2011 znd prior 2010 and prior
Montanao {state) 2010 and prior 2010 and prior

UK. (foreign) 201t and prior

6, Utility Rate Regulation

Regulatory Assets and Linhilities

(Al Registrants except PPL Energy Supply)

As discussed in Note | and summarized below, PPL, PPL Electric, LKE, LG&E and KU reflcct the effects of egulatory actions in the financial statements for
their cost-based mte-regulated utility operations. Regulatory assets and liabilities are classified as current if, upon initial recognition, the entire amount

refated to that item will be recovered or refunded within a year of the balance sheet date,

WPD is not subject to accounting for the effects of certain types of regulation as preseribed by GAAP and docs not record regulatory assets and
liahilities. See Note 1 for additions] information.
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(PPL, LKE, LGRE and KU)
LG&E is subject to the jurisdiction of the KPSC and FERC, and KU is subject to the jurisdiction of the KPSC, FERC, VSCC and TRA.

LG&E's and KU's Kentueky base rates are caleulated based on a retum on capitalization (common cquity, long-term debt and short-term debt) including
adjustments for certain net investments end costs recovered separtely through other means. As such, LG&E and KU generlly cam a retum on regulatory
assets,

As u result of purchase accounting requirements, certain fair value smounts reloted to contmets that had favorable or unfavomble torms relative to market
were recorded on the Balance Sheets with an offsetting regulntory asset or liability. LG&E and KU recover in customer rates the cost of coal contracts, power
purchases and emission allowances. As n result, management belicves the regulatory assets and labilities created to offsct the fair value amounts at LKE's
ecquisition date meet the recognition criterin established by existing accounting guidance and climinate any mte-making impact of the fair value
adjustments. LG&E's and KU's customer rates witl continuc to reflect the original contrcted prices for these contracts.

(PPL LKE and KU)
KU's Virginia buse mtes are calculated based on o return on rate base (net utility plant plus working capital less deferred taxes und miscellancous

deductions). All regulatory assets und linbilities, except the levelized fuel factor, are excluded from the retum on rate base utilized in the calculation of
Virginia base mtes. Therefore, no retum is camed on the related assets.

KU's rtes to municipal customers for wholesate requirements arc calculated bused on annual updates to a rate formula thet utilizes a retum on rate base (net
utility plant pius working capital less deferred taxes and miseeHancous deductions). All rcgulatory assets and linbilities are exciuded from the retum on rate
basc utilized in the development of municipal rates. Therefore, no retum is comed on the related nssets,

(PPL and PPL Eleciric)

PPL Elcetric's distribution base rates arc calculated based on a retum on rate base (net utility plant plus a cash working capital allowance less plant-related
deferred taxes nnd other miscellancous additions and deductions). PPL Electrie’s tmnsmission revenues are billed in secordance with a FERC tarif{f that
allows forrecovery of transmission costs incurred, a retum on transmission-retated plant and an automatic annual update. See "Transmission Formula Rate"
below for additionul information on this tariff. All regulatory assets and liabilities are excluded from distribution and transmission retum on investment
calculations; therefore, genemlly no retum is camed on PPL Electric's regulatory assets.

(Al Registranis except PPL Energy Supplv)

The following table provides information about the regulatory assets and lisbilitics of cost-based rate-regulated utility operations at December 31,

PrL PPL Electric

2004 013 2014 213

Current Reguiutory Assets:

Environmental cost recovery 3 5% 7

Gas supply clouse 15 10

Fuel adjustment clause 4 2

Demand side mnanagement B

Transmission service charpe 6 $ 6

Other 7 6 6 3 6
Total cuerent regulatory assets 5 37 % 313 12 § []
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Noncurrent Regulatory Assets:
Defined benefit plans
Taxes recaverable thraupgh future rates
Starm cosis
Unamortized Joss on deht
Interest rote swaps
Accumelated cast of removal of utility plunt
AROs
Other
Total nencurrent repufatory assels

Current Regulatory Liobilities:
Genesation supply chatpe
Gas supply clause
Transmission service charge
Transtnission fuormula rate
Fucl adjustment clause
Universal service rider
Storm dumape cxpense
Gos line wracker
Other

Tatal current regulotary liahilities

Noticurrent Regulatory Liabilitics:
Accumulated cost of removal of utility plum
Coal contracts (a)

Power purchase agreement - OVEC {(a)
Net deferred tax nssets
Act 129 compliance rider
Defined beneii plans
Interest rate swaps
Other
Total noncurrent regulatory liabilities

Current Regulatory Assets:
Environmental cost recovery
Gas supply clause
Fuel ndjustment clonse
Demand side munngement
Other

Total current regulatory assets

Noncurrent Regulatary Assets:
Defined benefit plans
Storm costs
Unamortized [oss on debt
interest rate swaps
AROs
Other

Total noncurrent regulntory assels

Current Regulutory Linhilitics:
Demand side management
Gas supply clause
Fuel sdjustment elouse
Gas line tracker
Cither

Total current repulotory liabilitics

PeL P, Electric
N4 013 20004 213
720 8 500 3728 287
36 36 316 306
124 147 46 53
77 85 49 57
22 44
114 9K 14 98
79 a4
10 13 1
1,562 § 1,246 %97 § 772
M S 1 s 3
6 3
B 8
42 20 42 2
4
10 10
3 14 3 14
3 6
y 2 3 I
91 § 90 76 8 76
693 § 688
59 98
92 160
26 30
18 15 T 15
16 26
84 Ho
2 5
992 § 1.048 18 § 15
LKE LG&E KL
2014 2013 2004 2013 2004 2014
58 7 48 2 1 s 5
15 10 15 10
4 9 2 2 2
8 3 5
) [
35 S 27 FT 17 B ox 10
34K S 252 215§ 164 133 8 88
4 94 43 51 35 43
2 28 18 18 10 10
(22 44 9 44 13
79 44 8 k4 st 23
19 12 4 5 6 7
665 3 474 397 § 303 268 § 171
2 1 1
68 3 6 8 3
i $ 4
3 6 3 6
4 i 4 |
15 § 14 0§ 9 5 3 5




LKE LG&E KL

2014 2013 2014 2013 2014 2003
Noncurrent Regulatory Liabilities:
Accumubated cost of removal
of utility plant s 693 § 688§ 302 3 299 § 391 3 389
Coal conteacts (o) 59 L] 25 43 34 55
Power purchase agreement - OVEC (a) 92 100 63 69 ) 3
Net deferred tax assets 16 30 24 20 3 4
Defined benefit plans 16 26 16 26
Interest rate swaps 84 86 42 43 42 43
Other 4 5 2 2 2 3
Total noncurrent regukatory liabilities 5 974§ 1033 3 ﬂ 5 A3 8 514 5_ 531

(a)  These linbilities were recorded as offsets to certain intangible asscts that were recorded at fair volue upon the ncquisition of LKE by PPL.

Following is an overview of selected regulatory assets and liabilitics detailed in the preceding tables. Specific developments with respect to ecrtain of these
regulatory assets and liabilitics are discussed in "Regulatory Matters.”

(All Registrants except PPL Encray Supply)

Defined Benefit Plans

Defined benefit plan regulatory assets und lisbilities represent the portion of unrecognized transition obligation, prior service cost and net actuarial Josses
that will be recovered in defined benefit plans expensc through fiuture base mies based upon established regulatory practices and gencrally, are amortized
over the average remaining service lives of plan participants. These regulatory assets and linbilities are adjusted at least annually or whenever the funded
status of defined benefit plans is re-measured. Ofthe regulatory assct and liability balances reeorded. costs of 558 million for PPL., $18 million for PPL

Electric, $40 million for LKE, $25 million for LG&E and $15 million for KU are expected to be amortized into net periodic defined benefit costs in 2015,

Storm Costs

PPL Electric, LG&E and KU have the ability to request from the PUC, KPSC and VSCC, as applicable, the authority to treat expenses related to specific
extraordinary storms as a regulatory asset snd defer such costs for regulatory aceounting and reporting purposes. Onee such authority is granted, LG&E and
KU can request recovery of those expenses in a basc rate ease and begin amonizing the costs when recovery starts. PPL Electric can recover qualifving
expenses caused by major storm cvents, os defined in its retail tariff, over three years through the Storm Damage Expense Rider commencing in the
application yeur aficr the storm occurred, |LG&E's and KU's stonm costs are being amonized through various dates ending in 2020.

Linnmontized Loss opn Debt

Unamortized loss on reacquired debt represents losses on long-term debt reacquired or redeemed that have been deferred und will be amontized and recovered
over either the original life of the extinguished debt or the life of the replacement debt (in the case of refinancing). Such costs are being amortized through
2029 for PPL Electrie, 2035 for LG&E and through 2040 for PPL, LKE and KU.

conmulated Cost emoval of Utility Plu

LG&E and KU accrue for costs of removal through depreciation expense with an offsetting eredit 1o a regulatory lisbility. The regulatory liability is relieved
a5 costs are incurred. See Note | foradditional information.

PPL Electric does not accrue for costs of removal, When costs of removal are incurred, PPL Electric reconls the deferral of costs as a regulatory asset. Such
defemal is included in mtes and smortized over the subsequent five-year period.
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(PPL and PPL Electric)

Generation Supply Chorpe

The generation supply charge is a cost recovery mechanism that permits PPL Electric to recover costs incurred to provide generation supply to PLR
customers who reeeive basic gencration supply service. The recovery includes chamges for generation supply (energy and capacity and ancillary services), as
well as ndministration of the acquisition process. In addition, the genemtion supply charge contains a reconciliation mechanism whereby any over- orunder-
recovery from prior quarters is refunded to, or recovered from, customers through the adjustment fictor determined for the subsequent quarter,

PPL Electric is charged by PIM for transmission service-related costs applicable to its PLR customers. PPL Electric pusses these costs on to customers, who
receive busic peneration supply service through the PUC-approved TSC cost recovery mechanism. The TSC contains a reconciliation mechanism whereby
any aver- of under-recovery from customers is cither refunded to, or recovered from, customers through the adjustment factor determined for the subsequent
year,

SH]{48] 0 ate

PPL Elcetric's transmission revenues arc billed in accordance with a FERC-approved open access transmission tarifT that utilizes o formula-based mte
recovery mechanism. The formula mte is based on prior year expenditures and foreeasted current calendar year transmission plant additions. An ndjustrment
to the prior year expenditures is recorded as a regulatory asset or regulatory lability.

Universal Service Rider (LSRR

PPL Elcetric's distribution rates permit recovery of applicable costs associated with the universal service programs provided to PPL Electric’s residential
customers, Unjversal service progmms include low-income programs, such us OnTrack and Winier Relief Assistance Program (WRAP), OnTrack is a special
payment program for low-income houscholds within the federal poverty level that have difficulty paying their electric bills. This program is funded by
residential customers and administered by community-based organizations. Custemers who participate in OnTrck teceive assistunce in the form of reduced
payment ammangements, protection against lemmination of electric service and refemals to other community programs and services. The WRATD progmm
reduces electric bills and improves living comfort for Jow-income customers by providing services such ns weatherization measures and energy edueation
services. The USR is applied 1o distribution charges for cach customer who receives distribution service under PPL Electric's residential service rate
schedules. The USR contains u reconciliation mechanism whereby any over- or under-tecovery from the curent year is refunded to orrecovered from
residential customers though the adjustment factor determined for the subsequent year.

Storm Pamage Expense

In accordance with the PUC's December 2012 final rate case order, PPL Electric proposed the establishment of a Storm Damage Expense Rider (SDER) with
the PUC, In April 2014, the PUC issucd o finul onder approving the SDER with o January 1, 2015 effective date. On June 20, 2014, the Office of Consumer
Advocate (OCA) filed a petition requesting the Commonwealth Court of Pennsylvania to reverse and remand the April 2014 order, which petition remaing
outstanding. On January 15,2015, the PUC issued on order modifying the effective date of the SDER to February 1, 2015, Sce below under "Regulatory
Matters - Pennsylvania Activities” for additional information on the SDER.

Taxes Recoverble thirough Futyre Rates

Taxes recoverable through fiture rates represent the portion of future income taxes that will be recovered through future rates based upon established
regulatory practices. Accondingly, this regulatory asset is recognized when the offsetting deferned tax liability is recognized. For generat-purpose financial
reporting, this regulatory asset and the deferred tax linbility are not offset; mther, cach is displayed seporately. This regulatory assct is expected to be
recovered over the peried that the underiying book-tax timing differences reverse and the actual cash taxes are incurred,

194



Act 129 Complianee Rider

In compliance with Pennsylvania's Act 129 of 2008 and implementing regulations, Phase Iof PPL Electric's energy efficiency and conservation plan was
approved by a PUC order in October 2009. The order allows PPL Electric to recover the muximum $250 million cost ofthe program mtably over the life of
the plan, from January 1, 2010 through May 31,3013, Phasc [ of PPL's energy cfficiency and conservation plan allows PPL Eleciric to recover the maximum
$185 million cost of the program over the threc year period June 1, 2013 through May 31, 2016. The plan includes progams intended to reduce clectricity
consumption. The recoverable costs include direet and indirect charges, including design and development costs, general and administrative costs and
applicable state evaluator costs. The rates are applied to customers who receive distribution service through the Act 129 Compliance Rider. The actunl
prognrim costs are feconcilable, nnd any over- or under-recovery from customers will be refunded or reeovered ot the end ef the propram. Sce below under
“Regulatory Matters - Pennsylvania Activities” for sdditional information on Act 129,

(PPL, LKE, LG&RE and KU}

Envimpmental Cost Recoverv

Kentucky law permits LG&E and KU to recover the costs, including a retum of operating expenses and a retum of ond on capital invested, of complying with
the Clean Air Act ond those federl, state or local environmental requirements which apply to coal combustion wastes and by-products from coal-fired
clectric generating facilities. The KPSC requires reviews of the past operations of the environmental surcharge for six-month and two-ycarbilling periods to
evaluate the related chanzes, credits and mtes of retum, as well #s to provide for the roll-in of ECR amounts to base rates cach two-year period, The ECR
regulstory asset or liability represents the amount that has been under- or over-recovered duc to timing oradjustments to the mechanism and is typically
recovered within 12 months. As a result of the setilement agreement in the 2012 rie cuse, beginning in 2013, LG&E and KU began receiving a 10.25%
retum on equity for all ECR projects included in the 2009 and 2011 compliance plans. In 2012 and 2011, LG&E and KU were authorized to receive a
10.63% totum on cquity for projects associated with the 2009 compliance plan and a 10.10% retum on equity for projects associated with the 2011
compliance plan.

{3as Sy 158

LG&E's nature] gas mtes contain o gas supply clause, whereby the expected cost of natural gas supply and variances between actunl and expected costs from
prior periads are adjusted quarterly in LG&E's rates, subjeet to approval by the KPSC. The gas supply clause includes a sepamite numml gas procurement
incentive mechanism, which allows LG&E's rates fo be ndjusted unnually to share variances between actual costs and market indices between the
sharcholbders and the customers during each performance-based mte year (12 months ending October 31). The repulatory assets or liabilitics represent the
total amounts thot have been under- or over-recovered due to timing or adjustments to the mechanisms and are typically recovered within 18 months.

Euel Adiustment Clauses

LG&E's and KU's retail electric rates contain a fuel adjustment clause, whereby varsneces in the cost of fucl to generate electricity, including transporiation
cosls, from the costs cmbedded in base rates are adjusted in LG&E's and KU's mtes. The KPSC requires public hearings at six-month intervals to examine past
fuel adjustments and at two-year intervals to review past operations of the fuel adjusiment clause and, to the extent appropriate, reestablish the fucl charge
included in base rates. The regulatory assets or liabilitics represent the smounts that have been under- or over-recovered due to timing or adjustments to the
mechonism and are typically recovered within 12 monihs.

KU also employs a levelized fuel factor mechanism for Virginia customers using an average fiel cost factor based primarily on projected fuel costs. The
Virginia levelized fuel factor allows fuel recovery based on projected fuel costs for the coming year plus an ndjustment for any under- or over-recovery of fuel
expenses from the prior year. The regulatory assets or liabilitics represent the amounts that have been under- or over-recovered due to timing or adjusiments
to the mechenism and are typically recovered within 12 months.
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Demand Side Manggement

LG&E's and KU's DSM programs consist of energy efficiency programs which are intended to reduce peak demand and delay the investment in additional
power plant construction, provide customers with tools and information to become better managers oftheir energy usage and prepare fot potential futur:
legislation goveming encrpy efficiency. LG&E's and KU's rates contain a DSM provision which includes a rate recovery mechanism that provides lor
concurent recovery of DSM costs, and allows for the reeovery of DSM revenues from lost sales associated with the DSM programs, Additionally, LG&E and
KU eam an approved return an equity for capital expenditures associnted with the residential and commercial load management/demand conservation
programs. The cost of DSM propmams is assigned only to the cluss or classes of customers that benefit fiom the Hograms,

Intcrest Rate Swaps
(PPL, LKE, LG&E and KU}

Periodically, LG&E and KU enter into forward-starting interest rate swaps with PPL that have terms identical to forward-sturting swaps entercd into by PPL
with third parties. Net realized gains and losses on all of these swaps are probuble ol recovery through regulated rates; as such, any gains and losses on these
dertvatives are included in regulatory assets or liabilities and will be recognized in "Intercst Expensc” on the Statements of Income over the tife of' the
underlying debt at the time the underlying hedged interest expense is recorded, At December 31, 2014, the total notional amount of forward starting interest
rite swaps outstanding was $1 billion (LG&E and KU each held contracts of $500 million). The swaps mnge in maturity through 2045, There were no
forward starting interest rate swaps outstanding at December 31,2013, Net eash settlements of $86 million were received on swaps that were terminated in
2043 (LG&E and KU each received $43 million). Net realized gains on these temminated swaps will be returned through regulated mites. As such, the nct
settlements were recorded in regulatory liabilitics and are being recopnized in "Interest Expense” on the Statements of Income over the life of the new debt
which matures in 2043, See Note 17 for additional information related 1o the forward-starting interest rate swaps.

(PPL, LNE and LG&E)

In addition to the hedges terminated as o result of the debt issuance, realized amounts associated with LG&E's interest mte swaps, including a terminated
swap contract from 2008, are recoverable through rates based on an order from the KPSC, LG&E's unrealized losses and gains are recorded as a regulatory
asset or liability until they arc realized as inferest expense. Interest expense from existing swaps is realized and recovered over the terms of the sssociated
debt, which matures through 2033, Amortization of the gain or loss related 1o the 2008 terminated swap contract i5 10 be recovered through 2035,

AROs

Asdiscussed in Note 1, the aceretion and depreciation expenses related to LG&E's and KU's AROs are recorded as o regulatory asset, such that there is no
camings impact. When an asset with an ARO is retired, the related ARO regulatory asset is offsot ngainst the associated cost of removal regulatory linbility,
PP&E and ARQ linbility.

Gas Lj nck

In the 2012 mte case order, the KPSC approved the GLT mte reeovery mechanism. The GLT authorizes LG&E to recover its incremental opcrating expenscs,
depreciation and property taxcs, and to eam a 10.25% return on equity for capital associated with the five year gas service riscr, leak mitigation and customer
service linc ownership programs. As part of this progmm, LG&E makes necessary repairs and assutnes ownership of natural gas lines. LG&E annually files
projected costs in October to become cffective on the first billing eycle in January. Afler the completion of a plan ycar, LG&E submits & balancing
adjustment filing to the KPSC to amend mtes charged for the differences between the actual costs and sctua] GLT charges forthe preceding year, The
regulatory assets or liabilities represent the amounts that have been under- or aver-recovered duc to these timing differences.
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Conl Contracts

As a result ofpurchase seeounting associated with PPL's nequisition of LKE, LG&E's and KL''s coul contricts were recorded at fair value on the Balance
Sheets with offscts to repgulatory ossets for those contracts with enfavomble terms relative to cumrent market prices and offsets to regulatory liabilities for those
centracts with favorable terms relative to current market prices. These regulntory assets and liabilitics are being amertized over the same terms os the related
contracts, which expire at various times through 2016,

Wi 1 s¢ Apreement - OVE

As u result of purchese accounting associated with PPL's acquisition of LKE, the fair values of the OVEC power purchase ngreement were recorded on the
balance sheets of LKE, LG&E and KU with offscts to regulatory linbilities, The regulatory liabilitics are being amortized using the units-of-production
method until March 2026, the expimtion date of the agreement at the date of the acquisition.

Repulatory Linbility Associated with Net Deferred Tax Assets

LG&E's and KU's regulmtory linbilitics associated with net defermred 1ax assets reprosent the future revenue impact from the reversal of deferred income taxes
requited primarily for unsmorntized investment tax ercdits. These regulntory labilities are recognized when the ofTsetting deferred tax ussets are
recognized. For geneml-purpose financial reporting, these regulatory liabibitics and the defermed tax assets are not offset; mther, each is displayed separately.

Repulatory Matters

LK. Activitics (PPL)
Ofgem Review of Line Loss Calenlution

In March 2014, Ofgem issued its final decision on the DPCR4 line loss incentives and penaltics mechanism. As a result, during the first quaner of 2014 WPD
increased its existing Hubility by $65 million forover-recovery of linc losses with a reduction to "Utility" revenues on the Statement of Income. Previousty,
WPD recorded an increase of $45 million to the liability with a reduction to "Uility” revenue on the Statement of Income in 2013, compared to a $79 million
reduction of the liability with a credit to "Utility” revenue an the Statement of Income in 2012, In June 2044, WPDapplicd for judicial review of certain of
Ofzem’s decisions reluted to closing out the DPCR4 line loss mechanism, The count held a hearing on November 20, 2014, however, WPD was denicd
permission to apply for judicial review and WPD considers the munter now closed. Other activity impacting the liability included reductions in the liability
that have been included in tariffs and foreign exchange movements. The recorded liability at December 31,2014 and 2013 was $99 million and $74
million. The tota! recorded liability wiil be refunded to customers from April 1, 20105 through March 31, 2019.

Kentycky Actjvities

(PPL, LKE, LGLE ami KU)

Rate Case Proceedings

On November 26, 2014, LG&E and KU filed requests with the KPSC for increases in annual base electricity rates of spproximately $30 million st LG&E and
approximately $153 miilion at KU and on inerease in annual base gos mtes of spproximately $14 million at LG&E. The proposed base mte increases would
result in electricity rate increases of 2.7% ot LG&E and 9.6% at KU and a pas mte increase of 4.2% a1t LG&E and would become ceffective in July 2015.
LG&E's and KU's applications each inciude a request for nuthorized retums-on-cquity of 10.5%. The applications are bascd on a forecasted test year of July

1,2015 through June 30, 2016. A number ol parties have been granted intervention requests in the proceedings. A hearing on the applicstions is scheduled
to commence on April 21, 2015. LG&E and KU cannot predict the outcome of these proceedings.
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(PPL, LKE and LG&E)
CPCN Filings

In Jonuary 2014, LG&E and KU filed an application for a CPCN with the KPSC requesting spproval to build a solar gencemting facility at the E.W. Brown
genemting site. LG&E and KU entered into a stipulation in this proceeding agreeing to certain matters with some interveners and a hearing was held in
November 2014, In December 2014, a final order was issued approving the request to construct the solar generating fucility at EW. Brown ulong with the
acceptance of the provisions in the stipulation agreement.

Bennsvlvanin Activitics (PPL and PPL Electric)
Rate Case Proceeding

In December 2012, the PUC approved a total distribution revenue increase of about 71 million for PPL Electric, including a 10.40% allowed retum on
equity. The spproved rates became effective January 1, 2013.

Storm Damage Expense Rider

In its December 28, 2012 final rate case order, the PUC directed PPL Electric to file o proposed SDER. The SDER is a reconcilable automatic adjusiment
clause under which PPL Electric annually will compare actual storm costs to storm costs allowed in base rates and refund or recoup any differences from
customers. In March 2013, PPE Electric filed its proposed SDER with the PUC and, as part of that filing, requested recovery of the 2012 qualifying stom
costs related to Hurricane Sundy. PPL Electric proposed that the SDER become effective January 1,2013 at a zero rate with qualifying stom costs incurred in
2013 and the 2012 Humicane Sundy costs included in rates effective January 1, 2014, As of December 31, 2013, PPL Electric had a $14 million regulutory
liability balance for amounts expected to be refunded to customers for revenues collected to cover starm costs in excess of actual storm costs incurred during
2013, In Aprit 2014, the PUC issued a final order approving the SDER with a January |, 2015 effective date and initinlly including actual storm costs
compared to collections for December 2013 through November 2014, As a result, PPL Electric reduced its 2013 regulatory liability by $12 million. Also, ns
part ofthe Aprit 2014 order, PPL Elcetric was authotized to recover Humicane Sandy stonn damage costs through the SDER overa three-year period
beginning January 1,2015.

Cn Junc 20,2614, the OCA filed a petition with the Commonwealth Court of Pennsylvania requesting that the Court reverse and remand the Aprit 2014 onder
permitting PPL Electric to establish the SDER. This matter remains pending before the Commonwealth Court. On October 31, 2014, PPL Electric fited with
the PUC & prefiminary calculation ol the SDER for the period January 1, 2015 through December 31,2015 and a tariff supplement pursuant to the April
Order. On December 3, 2014, the OCA filed a formal complaint and public statement with the PUC challenging PPL Electric’s October 31 filings. In response
to the OC A's format complaint, the PUC suspended the effective date of the SDER until April 20, 2015 and opened un investigation. On January 12,2015,
the OCA fited o petition 1o withdmw its complaint against PPL Electric's October 31 filings, On January 13, 2015, the Administmtive Law Judge issued an
initiat decision granting the OCA's petition to withdraw, On January 15, 201 3, the PUC issued o final order closing the investigation and modifying the
effective date of the SDER 1o February 1,2015.

Act 129

Act 129 requires Pennsylvania Electric Distribution Companics (EDCs) to meet specified gosls for reduction in customer electricity usage and peak demand
by specified dates, EDCs not meeting the requirements of Act 129 are subject 10 significant penaltics.

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

In January 201 3, the PUC approved PPL Electric's DSP procurement plan for the period June 1, 2013 through May 31, 201 5. PPL Electric filed a new DSP
procurement plan with the PUC for the period June |, 2015 through May 31,2017, In September 2014, the parties filed with the presiding Administrative
Law Judge a panial settlement resolving all but two issues in the proceeding related to the structure of the DSP, without direct finuncial impact of PPL
Electric, The parties filed
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brics on those two issues, In October 2014, a recommended decision was issued spproving the partial settlement. Exceptions and reply exeeptions were
filed by the parties. On January 15, 2015, an Opinion and Order was issucd approving the partial settlement and granting PPL Elcctric’s Petition with slight
modifications and closing the investigation,

Smart Meter Rider

Act 129 also requires installation of smart meters for new construction, upon the request of consumers and ut their cost, or on 1 depreciation schedule not
cxceeding 15 years, Under Act 129, EDCs are able to recover the eosts of providing smusn metering technology. All of PPL Eleetric's metered customers
currently have advanced meters installed at their service Iocations capable of many of the functions required under Aet 129. PPL Elcctric conducted pilot
projects and technics! evaluations of its curent advanced metering teehnology and concluded that the current technology does not meet all of the
requirements of Act 129. PPL Electric recovered the cost of its evaluations through a cost recovery mechanism, the Smant Meter Rider (SMR). In August
2013, PPL Electric filed with the PUC an annuat report deseribing the actions it was teking underits Smart Meter Plan during 2013 and its planned actions
for 2014. PPL Elcctric also submitted revised SMR charpes that became effective Janvary 1, 2014, On June 30,2014, PPL Elcctric filed its final Sman Meter
Plan with the PUC, In that plan, PPL Electric proposes to replace all of its current meters with advanced meters that meet the Act 129 requirerents. Full
deployment of the new meters is expected to be complete by the end of 2019, The total eost of the project is estimated to be approximately $450

million. PPL Electric proposes to recover these costs through the SMR which the PUC previously has approved for recovery of such costs. The PUC assigned
PPL Electric's plan to an Administrative Law Judge for hearings and preparation of » recommended decision. This matter remains pending before the

PUC. PPL Electric cannot predict the outcome of'this proceeding.

PUC Investigation of Retail Electricity Market

In April 2011, the PUC openced an investigation of Pennsylvania’s retail electricity market to be conducted in two phases. Phase one addressed the statys of
the existing retail market and explored potential changes, Questions issued by the PUC forphasc one of the investigation focused primarily on default
service issues. Phase two was initiated in July 2011 to develop specific proposals for changes to the retail market and defuult service model. From December
2011 through the end 072012, the PUC issued sever] orders and other prenouncements related to the investipation. A final implementution order was issued
in February 2013, and the PUC created several working groups to address continuing competitive issues. Although the final implementation order contains
provisions that will require numerous modifications 1o PPL Electric's curent default service model for reteil customers, those modifications are not expected
to have a materin] adverse effect on PPL Electric's results of operations.

Distribution System Improvement Charge

Act 1} authorizes the PUC to approve two specific mtemaking mechanisms: the use ofa fully projecied fukure test yeor in base rate proceedings and, subject
1o certain conditions, the use of a DSIC. Such altemative mtemaking proeedures and mechanisms provide opportunity for accelerited cost-recovery and,
therefore, are important to PPL Electric s it begins a period of significant capital investment to maintain and enhance the reliability of its delivery system,
including the replacement of aging distribution assets. Tn August 2012, the PUC issued a Final Implementation Order adopting procedures, guidelines and a
mode! tariff for the implementation of Act 11. Act 1 requires utilities to fle an LTHP asa prerequisite to fiting for recovery through the DSIC. The LTIP is
mandated to be u five- to ten-year plan deseribing projects eligible for inclusion in the DSIC.

In September 2012, PPL Electdc filed its LTIP describing projects eligible for inelusion in the DSIC and, in an order entered on May 23,2013, the PUC
approved PPL Electric’s proposed DSIC with an initial mie effective July 1,2013, subject to refund after hearings. The PUC also assigned four technical
recovery caleulution issues to the Office of Administrative Law Judge for hearing and prepamtion of a recommended decision, In August 2014, the presiding
Administrative Law Judge issued a recommended decision which would not huve a significant impact on PPL Electric. Exceptions and reply exceptions
have been filed by the panties. This matter remains pending before the PUC. PPL Electric cannot predict the outcome of this proceeding.

Storm Costs
During 20132, PPL Electric experienced several PUC-reporteble storms, including Humieane Sundy, resulting in total restoration costs of $81 million, of which
$61 million were initially recorded in "Other operation and maintcaance” on the Statement of Income. In pariculur, in tate October 2012, PPL Elcetric

experienced widespread significant damage to its distribution network from Hurricane Sandy resulting in total restoration costs of $66 million, of which $50
million were
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initially recorded in "Other operation and maintensnce" on the Staiement of Income. Although PPL Electric had storm insumnce coverge, the costs incurred
from Hurricane Sandy excecded the policy timits, Probable insurance recoveries recorded during 2012 were §18.25 million, of which $14 million were
included in "Other operation and maintenance” on the Statement of income. At December 31, 2014 and 2013, $29 million was included on the Balance
Sheets as o regulatory nsset. In February 2013, PPL Electric received an order from the PUC granting permission to defer qualifying storm costs in excess of
insurance recoveries associated with Hurricane Sandy. See "Storm Damage Expense Rider” above for information regarding PPL Electric's filing of &
propesed Storm Damage Expense Rider with the PUC.

Fedeml Matiers
FERC Formula Rates (PPL and PPL Elccrric)

Transtmission rates are egulated by the FERC. PPL Electric's transmission revenues are billed in accordunce with a FERC-approved PIM open access
transmission tarfT (OATT) that utilizes o formula-based mie recovery mechanism, The formula mite is caleulated, in pant, boased on financial results as reported
in PPL Electric's annual FERC Form 1, filed under the FERC's Uniform System of Accounts,

PPL Electric initiated its formula rate 2012, 2011 and 2010 Annual Updates. Each update was subsequently chaltenped by a group of municipal customers,
whose challenges were opposed by PPL Electric. Between 2011 und 2013, numerous hearings before the FERC and settlement conferences were convened in
an aticmpt to fesolve these matters. Beginning in the second half of 2013, PPL Electric and the group of municipal customers exchanped confidential
settlement proposals, In September 2014, the panties filed a Joint Offer of Settlement with the FERC resolving all issues in the pending challenges, and
including refunds of certain insignificant nmounts to the municipalities. The settlement judge centified the uncontested settlement to the FERC with a
recommendation that it be approved. The Chicf Judge issucd an order terminating settlement judpe procedures. On February 9, 2015, FERC issued a letter
order approving the Joint Offer of Settlement and directing PPL Electric to file tariff revisions that implement within the PIM OATT the changes to the
formuln rate sct forth in the Joint Settlement.

FERC Wholesale Formula Rates (LKE and KUj

In September 2013, KU filed an application with the FERC to adjust the formula rate under which KU provides wholesale requirements power sales to 12
municipal customers. Among other changes, the application requests an amended formula whereby KU would charge cost-based mtes with o subsequent tnie-
up to actual costs, replacing the current formuta which does not include a truc-up. KU's application proposed an authorized retumn on equity of

10.7%. Cenain clements, including the new formula rate, became effective April 23, 2014, subject to refund. In Aprit 2014, nine municipalitics submined
notices of termination, under the original netice period provisions, to cense tnking power under the wholesale requirements contracts, Such terminations are
to be effective in 2019, except in the case of ane municipality with ¢ 2017 effective date. In addition, o tenth municipality has a previousty settled
termination date of 2016. In July 2014, KU agreed on scttlement terms with the two municipal customers that did not provide termination notices and filed
the settlement proposal with the FERC for its approval. In August 2014, the FERC issucd an order on the interim settlement agreement allowing the
proposed rates to become effective pending o final order. 1Tepproved, the settlement agreement will resolve the rate case with respeet to these two
municipatities, including an authornized retum on equity of 10.0% or the retum on equity awarded to other pantics in this cuse, whicheveris lower., Alsoin
July 2014, KU made a contractually required filing with the FERC that addressed cenain mte recovery matters sffecting the nine terminating municipalities
during the remaining term of their contracts. KU und the terminating municipalitics continue settlement discussions in this proceeding. KU cannot curmrently
predict the outcome of its FERC applications regarding its wholesale power agreements with the municipalities.

7. Finuncing Activities

Credit Arcangements and Short-term Dein

{All Registrants)

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

PPL and the credit facilities and commercial paper programs of LG&E and KU also apply to LKE. The amounts borrowed below are reconded as "Short-term
debt" on the Balance Sheets. The following credit facilitics were in place at;
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Deeember 31, 24114

Becender 31, 2013

Letters of Letters of
Credit Cruddit
and and
Commercial Commercial
Expiration Paper L nused Faper
Date Capucily Horrowed Issued Cupaclty Borrowed Issued
PPE
WPD Lid
Syndicated Credit Facility {a) {c) Dec. 2016 £ 10 £ 103 107 £ 103
WPD (South West)
Syndicated Credit Facility (o) (c) July 2019 245 245
WPD (East Midlunds)
Syndicated Credit Facility (a) (c) July 219 300 64 236
WPD (West Midlands)
Syndicated Credit Facility (o) {¢) July 2019 300 00
Uncemmitied Credit Focilities 105 £ 5 F00 & 5
Total U.K. Credit Facilitics (b) £ 1160 £ 167 £ 5 988 £ 103 £
PPL Capital Funding
Syndicated Credin Facility (c) (d) (D) Nov. 2018 § 300 300 3 270
Syndicaizd Credit Facility (<) (d) July 2019 jon ang
Bilateral Credit Facility (c) (d) Mar. 2015 150 H 21 129
Uncammitted Credit Facility 65 1 i
Totzl PPL Capital Funding Credit Facilities b R15 - = 793 § 270
PPL Envrpy Supply
Syndicated Credit Fueility ¢(c) (d) () Nov. 2017 § 3000 8 630 $ 121 2,249 $ 29
Letter of Credit Facility {d) Mar. 2015 150 134 12 138
Uncommitted Credit Facilitics (4) 100 22 T8 77
Total PPL Energy Supply Credit Fucilities s 3,250 8 630 $ 81 2,339 e L==_Z;Sé
PP, Elvetrle
Syndicated Credit Focility () (d} July 2019 3 300 e aa 5 ) 259 — 3 — 21,
Syndicated Credit Facitity (c) (d)}{D Oct. 2018 3 75 § 75 - s 15
1G&E
Syndicated Credit Facility (c} (d) Suly 2019 5 500 3 264 236 5 20
Kl
Syndicated Credit Facility (c) (d) July 2019 § 400 s 236 164 -3 150
Lenter of Credit Facility (c) (d) (e} Oct. 2017 198 198 198
Total KU Credit Fucilitics $ 598 $ 434 164 ] I48

(a) The facilities contnin financial covenunts to maintain on interest coverage tatio of not less than 3.0 times consolidated earnings befure income wxes, deprecigtion ond
mnartization and ttal net debt nat in excess of 85% of its RAV, caleulsted in accordance with the credit facility.

(b)

(c}
(d)

(5]
n

WPD Lid 's amounts borrowed a8 December 31, 2004 and 2013 were USD-denominated borrowings of $ 161 million and $166 miltion, which bore interest o1 1. 86% and
1.87%%. WPD (East Midlznds) amount borrowed at December 31, 2014 was o GBP-denominated borrowing which equated 1o $106 million and bore interest ot 1.00%. At
December 31, 2004, the unused capacity under the UK. eredit facilities was approximutely $1.5 billion.

Each company pays customuary fees under its respective focility and borrowings generally bear interest at LIBOR-based rates plus an upplicable margin.

The facilities contain a financial covenant reguiring debt 10 1otal copitalization not to exceed 65% for PPL Energy Supply and 70% for PPL Capital Funding, PPL Electric,
LKE, LGAE and K1, as calculsted in accordance with the fecilitics and other customary covenants. Additionally, as it relates to the syndicated and bilaters! credit facilitics and
subject to certain conditions, PPL Copital Funding may request that the capacity o its focility expiring in July 20i9 be increased by up o $100 million and the focilities
expiring in November 2018 and Marel 2015 may be increased by up to $30 million, PPL Energy Supply may request that its focility's capoeity be increased hy up to S500
million, PPL Electric and KU cach may request up to a $108 mitlion increase in its facility's capacity and LKE may request up to a $25 million increase in its facility's
capacity.

KU letter of credit Tacility agreement ullows for certain payments under the leter of credit facility ro be converted to loans rather thun requiring immediate puyment.

At Becember 31, 2084, PPL Energy Supply's and LKE's inferest rates on oustanding borrowings were 2.05% and ) .67%, respectively. At December 31, 2003, PPL Capital

Ir

Funding's and L KE's interest rates on outstanding borrowings were 1 79% and |.67%, respectively

PPL Eleciric, LG&E and KU maintain commereial poper programs to provide an additional financing source to fund short-term liguidity necds, os
necessary, Commereinl paper issuances, included in "Short-term debt” on the Balance Sheets, arc supported by the respective Registrant's Syndicated Credit
Facility. The following commercial paper programs were in place at:



December 31, 2014 Decether 31, 2013

Welghted - Commercial Welghted - Commurcinl
Average Paper Unused Avernge Paper
Interest Rafe Capacity [ssunnces Capacity Interest Rate Issunnves
PPL Electric s 300 H 300 0.23% 5 20
LG&E 0.42% 350 % 204 6 (.24%, 20
KU 0.49% 350 236 114 0.32% 150
Total 5 1,000 $ 500§ 500 $ 150

In August 2014, PPL Energy Supply terminated its commereial paper program.
(PPL and PPL Encrgy Supply)

PPL Energy Supply maintains o $500 million Facility Agreement cxpiring June 2017, which provides PPL Enerpy Supply the ability to request up to $3500
million of eommitted letter of eredit capacity at fees to be agreed upon at the time of each request, based on certain market conditions, At December 3 1 -
2014, PPL. Encrgy Supply had not requested any capacity for the issuance of letters of eredit under this armngement,

PPL Energy Supply, PPL EnergyPlus, PPL Montour and PPL Brunner Island maintain an $800 million secured cnergy marketing and trading facility,
whereby PPL EnergyPlus will receive eredit to be applicd to satisfy collateral posting obligations related to i1s energy morketing and trading activities with
counterpartics participating in the facility. The credit amount is guamnteed by PPL Energy Supply, PPL Montour and PPL Brunner Islund, PPL Montour and
PPL Brunner island have granted licns on their respective gencrating facilitics to secure any amount thcy may owe under their puarantees, which had an
aggregate camying value of$2.6 billion at December 31,2014, The facility expires in November 2019, but is subject to automatic one-year renewals under
certain conditions. There were $64 miilion of secured obligations outstanding under this facility at December31, 2014,

{All Registrants except PPL)
See Note 14 for discussion of intercompany borrowings.,

Long-term Debt (AN Registranis)

Weighted-Average December 31,
Rate Maturities 2014 2013

ke,
Senior Unsccured Notes () 4.28% 2015-2044 8 6018 § 5,568
Senior Secured Notes/First Mortgage Bonds (b) (c) (d) 3.83% 2015 - 2044 6,119 5,823
Junior Subordinated Notes 6.31% 2067 - 2073 930 1,908
Other £S5
Total U.S. Long-term Debi 13,067 13.314

LK.
Senior Unsecured Notes (¢) 5.53% 2016 - 2040 6,627 0,872
Index-linked Senior Unsecured Notes (f) 1.83% 2043 - 2056 732 749
Total UK. Long-term Debr (g) 7,359 7.621
Total Long-term Debt Before Adjustments 20,426 20,935
Fair market value adjustments I8 23
Unamortized preminm ond (discount), net {53) (51)
Total Long-term Debt 20,391 20,907
Less current portion of Long-term Debt (u) 1,535 315
Total Long-term Debt, nancurrent $ 18,856 § 20,592

(=]
=
(L%



Senior Unsecured Notes (a)
Senior Secured Notes

Other
Totwl Long-term Debt Before Adjustments

Fair murket value adjustments

Unamartized premivm ond {discount), net
Total Lonp-term Debt

Less current portion of Leng-term Debt (a)
Total Long-term Debt, noncurrent

PP1, Electric

Senior Secured Notes/First Martgage Bonds () (c)

Other
Total Long-term Debt Before Adjustments

Unamortized discount
Total Long-tcrm Debt
Less current pontian of Long-term Debt

Total Long-tertn Debt, noncurrent

Senior Unseeured Notes
First Mortgage Bonds (b) (d)
Tatal Long-term Debt Before Adjustments

Fair market value adjustments

Unanortized discount
Total Long-term Debt

Less current portion af Long-term Debt
Total Long-term Debt, noncurrent

LGEE
First Mortgage Bonds (b} (d)
Totu] Long-term Debt Before Adjustments

Fair market value adjustments

Uramartized discount
Total Long-term Debt

Less current portion of Loag-term Debt
Tatal Long-term Debt, noncurrent

ku
First Mariguge Bonds (b) (d)
Tota! Long-term Debt Before Adjusiments

Fait market vafue adjustments
Unamortized discount

Total Long-term Debt
Less current portion of Long-term Debt

Total Long-term Debt, noncurrent

Weighted-Avernpe

Beeember 31,

Rate Maturities 2014 2013
5.31% 2015-2036 % 2,193 % 2,493
B.B6% 025 45 49

5
2,238 2,547
{19} (32}
{1}
T2 -
535 304
5 1.683 % 2,221
4.57% 2085-2044  § 1604 0§ 2,314
10
1614 2,324
(12 (9)
2,602 2,315
100 10
3 R e 5 2,308
=
3.31% 2015-2021 % 1,125 & [,125
321% 2015 - 2043 3.460 3.460
4,585 4,585
(1) (1
{17) (L9}
4,567 4,565
900
$ 1,667 % 4.5@
1 H5M M5- 2043 & 1,359 § 1,359
1,359 1,359
() (N
{3) {5}
1,353 1,353
150
5 1,103 § 1,353
3,449 2005-2043 § 2,101 § 2,11
2,1 2,101
1
(tm (1)
2,091 2,091
250
5 1,841 § 2,091

(n) Includes $308 million of 5.70% REset Put Seeurities due 2035 (REPS)  The REPS bear intervest o1 a rite of 5.70% pet annum 1o, but exeluding, October 15, 2015
(Remarketing Date). The REPS ure required to be put by existing holders on the Remarketing Date either for (0} purchase and remarketing by a designated remarketing dealer
or (b} sepurchase by PPL Energy Supply. If the remarketing dealer elects to purchase the REPS for remarketing, it will purcbase the REPS at 100 of the principal amount.
and the REFS will bear interest on and after the Remarketing Date at a new fixed rate per znpum determined in the remarketing. PPL Energy Supply has the right to terminate
the remarketing process. 1T the remarketing is terminated at the option of PPL Energy Supply or under certzin other circumstances, including the occurrence of an event of
defuult by PPL Energy Supply under the related indenture or a failed remarketing for certiin specified reasons, PPL Energy Supply will be reguired do pay the remarketing
dealer a setifement nmount as calealuted in sccordunce with the related remarketing agrecment.

(h) Includes PPL Electric’s senior secured and first morigage bonds that are secured by the lien of PPL Electric's 200 Mortgape Indenture, which covers substantially oll ¢lectric
distribution plunt and certait transmission plant owned by PPL Electric, The carrying value of PPL Electrie’s property, plant und equipment was appraximately $5 8 bittion

and $5.1 billion ut December 31, 2014 and 2013,

Includes LG&Es first mortgage bonds that are secured by the Tien of the LG&E 2010 Maortgage Indenture whicl creates a licn, subject to certain exceptions and exclusions, en
substantinlly all of LGAE's real and tangible personal property loeated in Kentucky and used ar to be used in connection with the generation, trnsmission und distribution of
electricity and the storage and distribution of nutural gas. The aggregate earrying value of the property subject to the lien wos $3.7 billion and $3.2 billion at December 31,

2014 and 2013,



(©

(d}

(el

Includes KU's Mirst morzape bonds that are secured by the lien of the KU 2010 Marigage Indenture which creates a lien, subject to certain exceptions and exclusions, on
substantizlly all of KU's real and tangible personal property located in Kentucky and used or 1o be used in cannection with the generation, transmission nnd distribution of
electricity. The aggregate carrying value of the property subject to the lien was $5.5 billion and §5.) billion a1 December 31,2014 and 2013

Includes PPL Electric's series of senior secured borsds that secure its obligations to moke payments with respect to each series of Pollwtion Control Bonds that were issued by the
LCIDA and the PEDFA on behalf of PPL Electric. These senior secured bonds were tssued in the same principal amount, contain payment and redemption provisions that
correspand ta and bear the same interest rate as such Pollution Control Bonds. These senior secured bonds were issued under PPL Electric’s 2001 Mortgage Indenture and are
secured o5 noted in (b) above. This smount includes $224 million that may be redeemed ot pur heginning in 2015 and $90 million thot may be redeemed, in whole or in part,
at par beginning in October 2020 ond are subject 1o mandatory redetnption upon determination that the interest rate on the bonds would be included in the holders' gross
income {or federal tax purposes.

Includes LG&E's and KL's setics of first mortgage bonds that were issued 1o the respective trustees of (ax-exempl revenue bonds to secure its respective uhligations to make
payments with respect to each series of bonds. The first mortgage bonds were issued in the same principal amounts, contain psyment and redetmption provisions that
correspond to snd bear the same interest rate us such tax-exempt eevenue bonds. These first mortgage bonds were issued under the LG&E 2010 Mortgage Indenture and the
KL 2010 Mortgage Indentire and are secured os noted in (b) ohave. The related tax-exempl revenee bonds were issed by various povernmental entities, principatly counties
in Kentucky, on behall of LG&E and XU, The related revenue hond documents allow LG&E and KU to convert the interest rate mode on the bonds from time to time to 2
commercial paper rate, daily eate, weekly rate, term rate of at [east one year or, in some cases, an auction rate or a LIBOR index rate

At December 31, 2014, the aggregate tax-exempt revenue bonds issued on behalf of LGEE and KU that were in a term rate mode totaled $418 million Tor LKE, comprised ol
£391 million and $27 million for LG&E and KU, respectively. At December 31, 2014, the aggregate tax-cxempt revenue bonds issued on behalf of LG&E and KU that were
in & variable rate mode totaled $507 millien for LKE, comprised of $183 million and $324 million for LG&E and KU, respectively

Several series of 1he tax-exempt revense honds are insured by monoline bond insurers whase ratings were reduced due to exposures retating 1o insuranee of sub-prime
morgages. Of the bands outstanding, $231 million are it the form of insured auction rate seenrities (8135 millios for LO&E and $96 million for KL}), wherein interest rates
are reset either weekly or every 35 doys via an auction process. Beginning in late 2007, the intercst rates on these insured bands began to increase due to investor concerns
haut the creditworthiness of the bond insurers. During 2008, interest rates inerensed, und LG&E and KU expericnced faifed auctions when there were insufficicnt bids for the
bonds. When o fuiled auction occurs, the interest rate is set pursuant o a formula stipulated in the indenture  As noted above, the instruments govemning these ouction rate
bonds permit LG&E and KU to convert the bonds 1o other isterest rate modes.

Certain variable rate tax-exempt revenue bonds totaling $251 million 01 December 3 1, 2014 (823 million for LG&E and $228 miltion for KU), are subjeet to tender for
purchose by LGAE and KU at the option of the holder aad 1o mandatary tender for purchase by LG&E and KU upon the occurrence of certain events.

Includes £225 miltion {3352 million at December 31, 2014) of notes that may he redeemed, in 1otak but natin part, on December 21, 2026, at the greater of the principal value
of z value determined by reference to the gross redemption yield un a neminated U.K. Goverminent hond

The principal amaunt of the notes issucd by WD (Sauth West) and WPD (East Midlands) is adjusted based on changes in a specified index, as detailed in the terms of the
related indenwres. The adjustment 1o the principal amounts from 2003 to 2014 was an increase of approximately £10 million ($16 million) resulting from inflation. In
addition, this amount includes £325 miltion (3352 million at December 31, 2014) of notes issued by WPD (South West) that may be redeemed, in total by series, on December
[, 2026, at the greater of the adjusted principul value and 0 muke-whole value determined by reference to the gross renl yield on o nominated UK, government bond

Includes £3.8 biflion ($5.9 hillivn at December 31, 2014) of notes that may be put by the holders to the issuer for redemption if the long-term eredit ratings assigned to the
notes are withdrawn by any of the rating apencies (Moody's, S&P or Fitch) ot reduced 10 n non-investment grade rating of Bal or BB+ in connection with a restruciueing event
which ineludes the loss of, or = material adverse change 1o, the distribution licenses under whieh the issuer nperates.

None of the outstanding debt sceuritics noted above have sinking fund requirements. The tggregate maturities of long-term debt, based on stated maturitics
or earlicr put dates, for the periods 20135 through 2019 and thereafier ate as follows:

FPL
Enerpy PPL
(Hip¥ Supply Elvetric LKE LG&E KL
2015 $ 1535 1% 535 % 100 § 900 § 250 % 250
2016 839 354 2051 25
2017 298 4 194 194
2018 750 403 98 LH]
2019 44 4 40 40
Thereafter 16,960 038 2514 3,328 152 1.851
Total 5 20,426 § 2338 % 26014 5 4,585 & [H sl 1 2,101

Long-term Debt and Equity Securities Activities

(PPL)

2010 Equity Units

In May 2013, PPL Capital Funding remarketed $1.150 billion of 4.625% Junior Subordinated Notes due 2018 that were orginally issued inJune 2010 asa
component of PPL's 2010 Equity Units. In connection with the remarketing, PPL Capital
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Funding issued $300 million of 2.04% Junior Subordinated Notes due 2016 and $850 million of 2.77% Junior Subordinnted Notes duc 2018, which were
simultancously exchanged for three tranches of Senior Notes: $250 million of 1.90% Senior Notes due 2018, $600 million of 3.40% Senior Notes due 2023
and $300 miltion of 4.70% Senior Notes due 2043, The transaction was accounted for s o debt extinguishment, resulting in a $10 million loss on
extinguishment of the Junior Subordinated Notes, recorded to "Intercst Expensce” on the Statement of Income. The transaction was considered non-cash
activity that was excluded from the Statement of Cash Flows for the yearended December 31,2013, Additionally, in July 2013, PPL issucd 40 million shares
of common stock at $28.73 per share to settle the 2010 Purchase Contracts. PPL received net cash proceeds of $1.150 billion, which were used 1o epay short-
term and long-term debt and for peaenil compomte purposes.

201 | Equity Units

In March 2014, PPL Capital Funding remarketed $978 million of4.32% Junior Subordinated Notes due 2019 that were originally issued in April 2011 as a
component of PPL's 2011 Equity Units. In conncetion with the remarketing, PPL Capital Fending retired $228 million of the 4.32% lunior Subordinated
Notes duc 2019 and issued 5350 million of 2.189% Junior Subordinuted Notes due 2017 and $400 million of 3.184% Junior Subordinaicd Notes duc
2019, Simuliancousty, the newly issued Junior Subardinated Notes were exchanged for 8350 million of 3.95% Senior Notes due 2024 and $400 million of
5.00% Senior Notes due 2044, The trmnszction was accounted foras a debt extinguishment, resulting in a 89 million loss en extinguishment ol'the Junior
Subordinated Notes, ecorded to "Interest Expense” on the Statement of Income. Except forthe $228 million retiement ofthe 4.32% Junior Subordinated
Notes and fees related to the transactions, the activity was non-cash and excluded from the Statement of Cash Flows for the year ended December 31,

2014, Additionally, in May 2014, PPL issucd 31.7 million shares of common stock at $30.86 per share to settle the 201 | Purchase Contmcts. PPL received
net cash proceeds of $978 million, which were used to repuy short-term debt and for general corporate purposes.

(PPL and PPL Energy Supply)
In August 2014, PPL Encrzy Supply repaid the entire $300 million principal amount of its 5.40% Senior Notes npon maturity,
(PPL and PPL Elvcrric)

In June 2014, PPL Electric issued $300 million of 4.125% First Mortgage Bonds due 20144, PPL Electric received proceeds of $294 million, net of a discount
and underwriting fees, which were used for capital expenditures, to repay shont-term debt and for general corporate purposes.

Luegal Separatencess (All Registrants)

The subsidiories of PPL are scparate legal entities. PPL's subsidiaries are not liable forthe debts of PPL. Accordingly, creditors of PPL may not satisfy their
debis from the assets of PPL's subsidiarics absent a specific contractual undentaking by a subsidiary 1o pay PPL's creditors or as required by applicable law or
regulation. Similarly, PPL is not linble for the debts of its subsidiaries, nor ure its subsidiarics luble for the debts ofone another. Accordingly, creditors of
PPL's subsidinrics may not satisfy their debts from the pssets of PPL orits other subsidinrics absent a specific contractual undenaking by PPL or its other
subsidiarics to pay the creditors or as required by applicable law orregulation.

Similarly, the snbsidiaries of PPL Energy Supply, PPL Electric and LKE are cach scparate legal entities. These subsidiaries are not liable forthe debts of PPL
Enerpy Supply, PPL Electric and LKE. Accordingly, creditors of PPL Energy Supply, PPL Electric and LKE may not satisfy their debts from the assets of
their subsidiaries absent a specific contractuael undertaking by a subsidiary to pay the creditors or as required by applicable law or regulation. Similarly, PPL
Encrgy Supply, PPL Electric and LKE arc not liable for the debis of their subsidiarics, nor arc their subsidiarics liable for the debts of one

another, Accordingly, creditors of these subsidiaries may not satisfy their debts from the asscts of PPL Encrgy Supply, PPL Electric and LKE {or their other
subsidindes) absent a specific contmetual undenaking by that parent or other subsidiary to pay such creditors or as required by applicable taw or regulation,
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Distributions and Related Restrictions
(PPL)

In November 2014, PPL declured its quarterly common stock dividend, payuble January 2, 2015, at 37.25 cents per share {equivalent to $1.49 per
annum), Future dividends, declared at the discretion of the Boerd of Directors, will depend upon future eamings, cash flows, financial and legal requirements
and other factors.

Neither PPL Capital Funding nor PPL may deelare or pay any cash dividend or distribution on its capital stock during any period in which PPL Capital
Funding defers interest puyments on its 2007 Series A Junior Subordinated Notes duc 2067 or 2013 Series B Junior Subordinated Notes due 2073, At
December 31, 2014, no interest payments were delerred.

WPD subsidiaries have financing amangements that limit their ability to pay dividends. However, PPL does not, at this time, expect that any of such
limitations would significantly impact PPL's ability to meet its cush obligations.

(PPL and PPL Energy Supply)

Under the terms of the spinofTagrecments with affiliates of Riverstone to create Talen Enerpy, PPL Energy Supply is penerally prohibited from making
distributions or other payments to PPL or any PPL affiliate that is not o subsidiary of PPL Encrgy Supply, with the exeeption of specific distributions und
other payments set forth in the apreements. These exceptions are generally limited ta a planned distribution from PPL Energy Supply to PPL during the first
quarter of 2015 in an smount not to exceed $191 million. At December 31, 2014, PPL Energy Supply's net assets of$3.7 biltion were restricted for the
purposcs of transfeming finds to PPL in the form of distributions, loans or advances.

(All Registrants except PPL Energy Supply)

PPL relics on dividends or loans from its subsidiaries to find PPL's dividends 1o its common sharcholders. The net assets of certain PPL subsidiaries are
subject to legal restrictions. LKE primarily relies on dividends from its subsidinries to fund its dividends to PPL, LG&E, KU and PPL Electric are subject to
Section 305(n) of the Federl Power Act, which makes it unlawful for » publie utility to make or pay o dividend from any funds "propedy inchuded in capital
sccount.” The meaning of'this limitstion has never been clarified under the Federal Power Act. LG&E, KU and PPL Electric believe, however, that this
statutory restriction, as applied to their circumstances, would not be construed orapplied by the FERC 1o prohibit the payment from retained camings of
dividends that are not excessive and are for lawful and legitimate business purposes. In February 2012, LG&E und KU petitioned the FERC requesting
authorization to pay dividends in the future besed on retained camings balances calculated withoul giving effect to the impact of purchase accounting
adjustments for the acquisition of LKE by PPL. In May 2012, FERC approved the petitions with the funther condition that cach utility may not pay
dividends if' such payment would cause its adjusted equity ratio to fall below 30% of total capitalization. Accordingly, at Deeember 31,2014, net assets of
$2.4 billion ($0.9 billion for LGEE and $1.5 billion for KU) were restricted for purposcs of paying dividends to LKE, and net assets o'$2.9 billion (51.2
billion for LG&E and $1.7 billion for KU) were available for psyment of dividends to LKE. LG&E and KU belicve they will not be required to change their
current dividend practices as a result of the foregoing requirement. In addition, under Virginia law, KU is prohibitcd from making loans to affiliates without
the prior approval of the VSCC. There are no comparable statutes under Kentucky lawapplicable to LG&E and KU, or under Pennsylvania low applicable to
PPL Eleetric. However, orders from the KPSC require LG&E and KU to abtain prior consent or approval before lending umounts to PPL,

8. Acquisitions, Development and Divestitures
{All Registrants)
The Registrants from time to time evaluate opportunities for potentinl acquisitions, divestitures and development projects, Development projects are

reexamined based on market conditions and other fictors to determine whether to proceed with the projects, sell, cancel or expand them, execute tolling
agrecments or pursuc other options. Any resulting transactions may impaet future financinl results,
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Divestitures

Anticipated Spinoffof PPL Energy Supply
(PPL and PPL Encrgy Supply)

In Junc 2014, PPL and PPL Enemty Supply executed definitive agreements with affiliates of Riverstone to combine their competitive power genemtion
businesses into a new, stand-nlone, publicly traded company named Talen Energy. Under the terms of the agreements, at closing, PPL will spin ofT to PPL
sharcowners a newly formed entity, Talen Energy Holdings, Inc. (Holdco), which at such time will own all of the membership interests of PPL Encrgy Supply
and all of the common stock of Talen Encrgy. Immedintely following the spinofi, Holdeo will merge with a special purpose subsidinry of Talen Energy, with
Holdco continuing as the surviving company to the merger and as a wholly owned subsidiary of Talen Energy and the sole owner of PPL Energy

Supply. Substantinlly contemperancous with the spinoffand merger, RIS Power will be contributed by its owners to become a subsidiary of Talen

Encrgy. Following completion of these transactions, PPL sharcowners will own 65% of Talen Energy and affiliates of Riverstone will own 35%. PPL will
have no continuing ownership interest in, control of, or affiliation with Talen Energy and PPL's sharcowners will receive o number of Talen Energy shares ot
closing based on the number of PPL shares owned as of the spinoffrecord date, The spinoff will have no effect on the number of PPL common shares owned
by PPL sharcowners or the number of shures of PPL common stock outstanding. The transaction is intended to be tax-free to PPL and its sharcowners for US,
federal income tax purposcs and is subject to customary closing conditions, including receipt of certain regulatory approvals by the NRC, FERC, DOJ and
PUC. In addition, there must be availuble, subject to cenain conditions, at least $1 billion of undrawn credit capacity under a Talen Encegy (orits
subsidiarics) revolving eredit or similar facility. Any letters ofcredit or other eredit suppor measures posted in connection with energy marketing and
trading transactions at the time of the spinofTare excluded from this caleulation.

On December 18,2014, the FERC issued a final order approving, subject to certain murket power mitigation requirements, the combination of the
competitive generation assets to form Talen Enerpy. On Janusry 27,2015, PPL and an affiliate of RIS Power filed a joint response with the FERC uccepting
additional market power mitigation measures required for the FERC's approval. PPL and RJS Power originally proposed divesting cither ol two groups of
assets cach having approximately 1,300 MW of generating capucity. PPL and RIS Power have sgreed that within |2 moenths after elosing of the transaction,
Talen Encrgy will divest generating assets in once of the groups (from PPL Energy Supply’s existing portfolio, this includes either the Holtwood and
Wallenpuupack hydroelectric facilities or the lronwood facility), and limit PIM cnergy market offers from assets it would retain in the other group to cost-
based offers,

The transaction is expected to close in the sccond quarter of 2015,
(PPL, PPL Energy Supply and PPL Electric)

Following the announcement of the transaction to form Talen Energy, efforts were initisted to identify the appropriate staffing for Talen Encrgy and for PPL
and its subsidiarics following compietion of the spinoff. Organizational plans and staffing selections were substantially completed in 2014,

The new organizational plans identify the need 1o resize and restructure the organizations. As a result, during 2014, charges for cmployce separation benefits
were recorded in "Other openation and maintenance” on the Statement of Income and in "Other current liabilities” on the Balance Sheet as follows,

PIL Enerpy PPL
Pri. Suppky Elcetrie

Separation benefits $ 36§ 16 § 1
Number of positions 306 i il 14

The separation benefits ineumed include cash severance compensation, lump sum COBRA reimbursement payments and outplacement services. Most
separations and payment of separation bencfits ar expecied to occur in 2015.

Additional employce-retated costs to be incurred primarily include sccelemied stock-based compensation ond pro-ruted peformance-based cash incentive

and stock-bascd compensation awards, primarily for PPL Energy Supply employees and for PPL employees who will become PPL Energy Supply employces
in connection with the transsction. Thesc costs will be
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recognized at the spineffclosing date. PPL and PPL Energy Supply cstimaic these additionat costs will be in the range of $30 million to $40 mitlion,

(PRL)

As a result of the spinoffannouncement, PPL reconded $50 million of deferred income tax cxpense in 2014, to adjust valustion allowances on defered tax

assets primarily for state net opemting loss carry forwards that were previously supported by the future camings of PPL Energy Supptly.

In addition, PPL recanded $27 million of third-party costs in 2014 related to this transaction. Ofthese costs, $19 million were primarily for investment bank

advisory, legal and accounting fees to facilitate the transaction, and are recorded in "Other Income (Expense) - net” on the Statement of Income. An
additional $8 million of cansulting and other costs were incurred to ready the new Talen Energy organization and reconfigure the remaining PPL serviee
functions. These costs are recorded in "Other operation and maintenance” on the Statement of Income. PPL currently estimates o range of 1otal third-party

costs that will ultimately be incurmred of between $60 million and $70 million,

The assets and liabilitics of PPL Energy Supply will continue to be classified as "licld and used” on PPL's Balance Sheet until the closing of the

transaction. In conducting its annwal goodwill impairment assessment in the fourth quarter of 2014 forits Supply segment reponting unit, PPL determined
that the cstimated fair value of PPL Energy Supply exceeded its carrying value tnd no impajrment was recognized. However, an impairment toss could be
recognized by PPL at the spinoffdate if the aggregate camrying amount of PPL Energy Supply's sssets and liabilities cxceeds its aggregate fair value at that

date. PPL cannot predict whether un impairment loss wilt be recorded at the spinoff date.

(PPL Energy Supply)

In accordance with business combination accounting guidance, PPL Energy Supply will treat the combination with RIS Power as an acquisition and PPL

Encrgy Supply will be considered the acquirer of RIS Power.

Discontinued Operations

Montany Hydro Sale (PPL and PPL Encrgy Supply)

In November 2014, PPL Montana completed the sale to NorthWestern of 633 MW of hydroclectric generating facilities located in Montana for
approximately $900 million in cash. The sale included 11 hydroclectric power facilities and related assets, included in the Supply scgment.

Following are the components of Discontinued Operations in the Statements of Income for the years ended December 31,

2014 2013 2012
BRL
Operating revenues 1] 117 % 139 154
Gain on the sale (pre-tax) 137
Interest expense (a) 9 12 10
Income (loss) before income tuxes 263 49 73
Income (Loss) from Discontinued Operations 154 35 46
PPl Encrpy Supply
Operating revenues 5 117 139 154
Gain on the szle (pre-tax) 306
Interest expense (a} 9 12 0
Income (loss) before income taxes 332 49 73
Income (Loss) from Discomtinued Operations 223 32 46

(a) Represents nllocated interest expense hused upon the discontinued operations share of the net assets of PPL Energy Supply.

Upon completion of'the sale, assets primarily consisting of $544 miflion of PP&E, net, and $82 million of Goodwill for PPL (314 millien for PPL Encrgy

Supply) were removed from the Balance Sheet.

Other (PPL and PPL Energy Supply)

To facititate the sale of the Montana hydmoclectric gencrating facilities discussed abave, PPL Montana terminated, in December 2013, its opemting lease

wmangement related to partial interests in Units 1, 2 and 3 of the Colstrip conl-fired
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clectric generating facility and acquired those interests, collectively, for $271 million. At lease termination, the existing lease-related assets on the balance
sheet consisting primarily of prepaid rent and leaschold improvements were written off and the acquired Colstrip assets were recorded at fair value as of the
acquisition date. PPLand PPL Energy Supply recorded & charge ol $697 million (5413 million afler-tax) forthe tenmination of the lease included in "Loss on
lease tenmination” on the 2013 Statements of Income. The $271 million payment is reflected in "Cash Flows from Opemting Activities" on the 2013
Statements of Cash Flow.

Development
(PPL and PPL Energy Supply)

Hydwelectric Expansion Projects

1n 2009, in light of the availability of tax incentives and potential federal loan gunmntees for enewable projects contained in the American Recovery and
Reinvestment Act of 2009, PPL Energy Supply received FERC approval to cxpand capaeity ut its Holtwood and Rainbow hydroelectrie facilities. In 2013,
the Rainbow hydroclectric redevelopment project in Great Falls, Montana, which increased total capacity to 63 MW, was placed in service. Alsoin 2013, the
125 MW Holtwood project was placed in service.

In 2014, the U.S. Department of Treasury awarded $56 million for the Rainbow hydroelectric redevelopment praject and $108 million for the Holtwood
hydrocleetric project for Specified Energy Property in Lieu of Tax Credits. As o result of the receipt ofthe grants, PPL Energy Supply was required to
recapture investment tax credits previously recorded of $60 million related to the Rainbow project and 3117 millien related to the Holtwood project. The
impact on the finuncial statements for the reeeipt of the grants and recapture of investment tax credits was not significant for 2014, and will not be significant
in future periods.

Bell Bend COLA

n 2008, a PPL Encrgy Supply subsidinry, PPL Bell Bend, LLC (PPL Bell Bend) submitted a COLA to the NRC for the proposed Bell Bend nuclear
generating unit (Bell Bend) to be built adjacent to the Susquehanna plant,

Also in 2008, PPL Bell Bend submitted Parts | and 11 of an application fora federl loan guaranice for Bell Bend to the DOE. In February 2014, the DOE
announced the first loan guarantee for o nuclear project in Georgia. Although cight of the ten spplicants that submitted Part Il applications remain active in
the DOE progmm, the DOE hus stated that the $18.5 billion currently appropritted to support new nuclear projects would not likely be enough for more than
three projects. PPL Bell Bend submits quarterly application updates for Bell Bend to the DOE to remain active in the foan puarantee application process.

The NRC continucs to review the COLA. PPL Bell Bend docs not expect to complete the COLA review process with the NRC priorto 2018, PPL Bell Bend
has made no decision to proceed with construction and expects that such decision will not be made for several years given the anticipated lengthy NRC
license approval process. Additionally, PPL Bell Bend does not expect 1o proceed with construction absent fivorable cconomics, a joint armngement with
other interested parties and a fedem] Joan guarantee or other aceeptable financing. PPL Bell Bend is currently authorized by PPL's Board of Directors to
spend up to $224 million on the COLA and other permitting costs necessary for construction. At December 3 1,2014 and 2013, $188 million and $173
million of costs, which includes capitalized interest, associnted with the licensing application were capitalized and are included on the Balance Sheets in
noncurenit "Otherintangibles.” PPL Encray Supply continues to support the Bell Bend licensing project with a near term focus on obtaining the final
environmental impact statcment. PPL Energy Supply placed the NRC safety review (which supports issuance of their finnl safety evaluation report, the other
key clement of the COLA) on hold in 2014, due to a lack of progress by the reactor vendor with respect to its NRC design centification process, which isa
prerequisite to the COLA, PPL Bell Bend believes that the estimated fair vafue of the COLA currently excceds the costs expected to be capitalized associated
with the licensing application.
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Regional Transmission Line Expansion Plan (PPL and PPL Electric)

Susquehanna-Roseland

In 2007, PIM directed the construction ofa new | 50-mile, 500-kV transmission line between the Susquehanna substation in Pennsylvania and the Roseland
substation in New Jersey that it identified as essentinl to long-termm reliability of the Mid-Atlantic electricity grid. PIM determined that the line was needed to
prevent potential overloads that could sccur on several existing transmission lines in the interconnected PIM system. PIM dirccted PPL Electric to construct
the Pennsylvunia portion of the Susquehanna-Roscland line and Public Service Electric & Gas Company to construct the New Jersey portion of the line.

Construction activitics have been underway on the 101 -mile route in Pennsylvania since 2012, The line is expected to be completed before the peak summer
demand period 0of 2015. At December 31, 2014, PPL Electric's estimated share of'the project cost was $630 million. At December 31, 2014 and 2013, $597
million end $377 mitlion of costs were capitalized and ore included on the Batance Sheet primarily in "Construction work in progress.”

Northeast/Pocono

In October 2012, the FERC issued an order in response to PPL Elcctric’s December 201 request for ratemaking incentives for the Northeast/Pocono
Relinbility project (n new 58-mile 230 kV transmission line that includes three new substations and upgrades to adjacent facilities). The FERC granted the
incentive forinclusion in rate base of all prudently incurred censtruction wosk in progress (CWIP) costs but denied the requested incentive fora 100 basis
point adder to the return on cquity.

In December 2012, PPL Electric submitted an application to the PUC requesting pemission 1o site and construct the project. In January 2014, the PUC
issued a Final Order approving the application. PPL Electric expects the project to be completed in 2016, At December 31,2014, PPL Electric's estimated
cost of the project was $335 million, most of which quatifies for the CWIP incentive treatment.

Enture Capacity Needs (PPL, LKE, LGEE and KU)

To meet new, more stringent EPA repulutions, LG&E and KU anticipate retiring five older coal-fired electric gencrating units at the Cane Run plantin 2015
und the Green River plant in 2016, which heve a combined summer capacity mting of 724 MW. In addition, KU retired the remaining 71 MW coal-fired unit
at the Tyrone plant in February 2013 and retired a 12 MW gos-fired unit at the Haefling plant in December 2013, There were no significant gains or logses
refated to the 2013 retirements,

Construction activity continues on the previously announced NGCC unit, Canc Run Unit 7, scheduled to be operational in May 20135, In October 2013,
LG&E and KU sanounced plans fora 10 MW solar generation facility to be operational in 2016 at a cost of approximately $36 million. In December 2014, 2
final order was issued by the KPSC approving the request to construct the sotar gencrating facility ot £ W, Brown.

9. Leases

(All Registrants except PPL Electric)

PPL and its subsidiaries have entered into various agreements for the lease of office space, vehicles, land, gas storage and other equipment,

Rent - Operating [ eases

Rent expense for the years ended December 31 for opemating leases was ns follows:
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214 2013 2012

PPL -] B0 % 11 8 1i6
PPL Energy Supply 20 55 62
LKE 18 18 18
LG&E 7 7 7
KU i0 10 10

Total future minimum rental payments for ail operating leases are estimated to be:

PrL

PPL Energy Supply LKE LG&E KL
2015 5 36 8 (B} 16 % 68 9
2018 25 il 11 4 7l
2017 20 10 ] 3 5
2018 12 4 7 2 4
2019 ) 1 5 4§ 3
Thereafter 34 2 26 11 i3
Total 5 135 § 39 § 738 28 5 41

10, Stock-Based Compensation

(Al Registrants except LGEE and KU)

In 2012, sharcawners upproved the PPL SIP. This new cquity plan replaces the PPL ICP and incorporates the following ehunges:
« Eliminates the potential to pay dividend equivalents on stock options,

s  Eliminates the sutomatic lapse of restrictions on all equity awards in the event of a "potential” chenge in control and requires that a termination of
employnient occur it the event of a change in control before restrictions lapse.

o  Chunges the treastment of outstanding stock options upon retirement to limit the exercise period to the cardier of the end of the term (ten years from grant)
or five years after retircment,

To further align the executives' interests with those of PPL sharcowners, this plan provides that each restricted stock unit entitles the executive to acerue
additional restricted stock units equal to the amount of quartery dividends paid on PPL stock. These additional restricted stock units would be deferred and
payable in shares of PPL common stock at the end of the restriction pedod. Dividend cquivalents on restricted stock unil nwards granted under the ICP and
ICPKE are currently paid in cush when dividends are declared by PPL,

Underthe ICP, SiP and the ICPKE (togcther, the Plans), restricted shares of PPL common stock, restricted stock units, performunce units and stock options
may be granted to officers and other key employees of PPL, PPL Energy Supply, PPL Electric, LKE and otheraffitiated companies. Awards under the Plans
are made by the Compensation, Governance and Nominating Committee (CGNC) of the PPL Board of Dircetors, in the case of the ICP and SIP, und by the
PPL Corporate Leadership Council (CLC), in the ease of the ICPKE,

The following table details the sward limits under ench ofthe plans.

Annunl Grant Limit Annual Grant Limit
Taral As % of Fur Individual Partichants -
Totul Plan Outstanding Annugi Grant Performance Based Awards
Awurd PPL Common Stock Limit For awuards For nwards
Limlt On First Py of Options denomivated in denaminated in
Plan (Sharesh Each Calendur Year {Shares) shares (Shures) cush {in dollars)
1CP (a} 15,769,431 2% 3,000,000
3P 10,000,800 2,000 (HrD 750,000 ) 15,000,000
ICPKE 14,199,796 2% 3,000,000

{a) Applicable to owstanding awords grunted from Junvary 27, 20046 to January 26, 20§2. During 2012, the total plan award limit was reached and the 1CP was replaced by the
Sip.



Any portion of these awards that has not been granted may be carried overand used in any subsequent year. [Fany award lapscs, is forfeited or the rights of
the participunt terminate, the shares of PPL common stock underlying such an award are again available for grant. Shares delivered under the Plans may be in
the form ol authorized and unissucd PPL common stock, common stock held in treasury by PPL or PPL common stock purchased on the open market
(including private purchases) in accordance with applicable securitics laws,

Restricted Stock and Restricted Stock Units

Restricted shares of PPL common stock are outstanding shares with full voting and dividend rights. Restricted stock uwards are granted as a retention award
for select key exccutives and vest when the recipient reaches a certain age or meets service or other criteria set forth in the excoutive's restricted stock award
agreement. The shares arc subject to forfeiture or accelerated payout under plan provisions for termination, retirement, disability and death of

cmptoyces. Restricted shures vest fully, in certain situations, as defined by each of the Plans.

The Plans allow for the grant of restricted stock units. Restricted stock units are awnrds bused on the fair vatuc of PPL comman stock on the date of
grant. Actual PPL common shares will be issued upon completion of a vesting period, generally three years.

The fair value of restricted stock ond restricted stock units granted is recognized on a straipht-line busis over the service period or through the dute at which
the employee reaches retirement cligibility. The fair vatue of restricied stock and restricted stock units granted to retirement-cligible employees is
recognized as compensation expense immediately upon the dote of grant. Recipients of restricted stock units may aiso be granted the right to receive
dividend equivalents through the end of the restriction period oruntil the sward is forfeited, Restricted stock and restricted stock units are subject to
forfeiture or accelersted payout under the plan provisions for termination, retirement, disability and death of employees. Restricted stock and restricted stock
units vest fully, in certain situations, as defined by each of the Plans,

The weighted-average grant date fair vatue of restricted stock and restricted stock units granted was:

14 2013 2012
PPL 5 3150 § 3030 % 28.35
I'PL !E;u:rgy Supply 31t 3042 24.29
PPL Electric 31.81 30.55 28.51
LKE 30.98 30.00 28.534

Restricted stock and restricted stock unit activity for 2014 was:

Weighred-

Avernge
Restrieted Grunt Date Fair
Shares/Lnlty Yulue Per Shure

il i

Nonvested, beginning of period 3,140,600 § 28.50
Granted 1,197,947 a1.50
Vested (804,582} 26.01
Forfeited (48.445) 30.48

Nonvested, end of peripd 3,485,520 30.07

PI'L. Encrpy Supply

Nonvested, beginning of period 1,343,404 5 28.71
Transferred 70,298 27.43
Granted 465,238 31T
Vested {395,740) 26.19
Farfeited (25,300} 30.54

Nonvesled, end of peripd 1,457,900 30.13

I''L, Fleetric

Nonvested, beginning of peried 265,550 § 25922
Transferred 2,270 20.03
Granted 103,511 31 Bl
Vested (78,370) 26,04
Forfeited (6,150 3065

Nenvested, end of period 286,811 30.04

(85
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Weighted-

Avernge
Itestricted Grant Dute Falr
Shares/Lnits Valne Per Share
LKE
Nonvested, beginning of period 231,553 8 29,17
Granted 112,425 3098
Vested (2,718} 29.97
Nutivested, end of period 341,468 29.76
Substantially atl restricted stock and restricted stock unit awards are cxpected to vest.
The total fair value of restricted stock and restricted stock units vesting for the years ended December 31 was:
2014 13 2012
mL s 21 5 15 8 27
PPL Energy Supply 10 7 6
PPL Electric 2 3 2
LKE 1 3

Performance Units

Performanee units arc intended to encourage and rewand future compomite performance. Performance units represent a target number of shares (Target Award)
of PPL's commen stock that the recipient would receive upon PPL's attainment of the applicable performance goal. Performance is detcrmined based on total
shareowner retum during a three-year performance period, At the end ol the period, payout is determined by comparing PPL's performance to the total
sharcowncr retum of the companies included in the Philadelphia Stock Exchange Utility Index. Awards are pnyable on o graduated basis based on thresholds
thet measure PPL's performance relative to peess thnt comprise the applicuble index on which cach years' swards are measured. Awards can be paid up to
200% of the Target Award or forfeited with no payout if performance is below a minimum established perfonmance threshold. Dividends payable during the
perforimance cycle accumulate and are converted into additional performance units and are payable in shores of PPL. common stock upon completion ofthe
performance period based on the determination of the CGNC of whether the performance goals have been sehicved, Under the plan provisiens, performance
uaiits are subject to forfciture upan termination of employment except for retirement, disability or death of'an employce, in which case the total performance
units remain outstanding and are cligible for vesting through the conclusion of the performance period.

Beginning in 2014, the fair value of performance units granted to retirement-cligible employees is recognized ns compensation expense on a struight-line
basis over o one-ycar period, the minimum vesting period required foran employec 0 be entitled to puyout of the awards. For employees who are not
retirement-eligible, compensation cxpensc is recognized over the shorer of the three-year performance period or the period until the employce is retirement-
cligible, with a minimum vesting and recognition period of one-year, The fair vslue of performance units granted in 2013 and 2012 is recognized s
compcensation expensc on a stright-line basis over the three-year performance period. Performance units vest o a pro mata basis, in certain situations, os
defined by each ofthe Plans.

The fair value of ench performance unit granted was estimated using 0 Monte Carlo pricing model that considers stock beta, o risk-free interest rte, expected
stock volatility and expected life, The stock betu was caleulated comparing the risk of the individunl securities to the uverage risk of the companics in the
index group. The risk-frec interest rate reflects the yield on a U.S. Treasury bond commensurate with the cxpected life of the performance unit. Volatility
averthe expected temm of the performance unit is ealculated using daily stock price observations for PPL and all companics in the index group and is
evaluated with consideration given to prior periods that may need to be excluded based on events not likely to recur that had impacted PPL and the
companies in the indcx group. PPL uses a mix of historie and implied volutility to value awards.

The weighted-avemge assumptions used in the model were:

2004 2003 2012
Risk-[ree interest rate 0.75% 0.36% 0.30%
Expected stock volatility 15.80% 15.50% 19.30%
Expected life 3 years 3 years 3 years
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The weighted-avernge grnt date fair value of performance units granted was;

PPL

I'PL Energy Supply
I'PL Eleciric

LKE

Performance unit activity for 2014 was:

PPl

Nonvested, beginning of period
Granted
Vested

Naonvested, end of period

I'M, Energy Supply
Nonvested, beginning of period
Transferred
Granted
Yested
Nonvested, end of period

PPL Electrie

Nonvested, beginning of period
Granted
Vested

Nonvested, end of period

Nonvested, beginning of perind
Granted
Vestad

Nonvested, end of period

2014 2013
3455 ¢ 34.15 3 L4
34.35 34.20 3140
34.43 33.97 31.37
3a12 3384 31.30
Wrelghied-
Averupe Grant
IPerformanee Date Fair Value
L nits Per Share
793,199 % 32.19
355,553 34.55
(177.036) 2911
1,171,716 33.77
170,609 3 3292
27,656 32812
138,601 34.35
{45,374) 2911
291,492 33
38,210 8 32,37
29,701 34,43
{B.296) 28.99
39,615 33.77
120630 § 31.88
75,174 34.12
{30,858) 29.20
173,946 38,32

The total fair value of performance units vesting for the year ended December 31, 2014 was $5 million for PPL and insignificant for PPL Energy Supply, PPL

Electric and LKE.

Stock Options

PPL's CGNC climinated the use of stock options and changed its long-term incentive mix te 60% performance units and 40% performance-contingent

restricied stock units, resubting in 100% performance-bused long-term incentive mix for equity awards granted beginning in January 2014,

Under the Pluns, stock optians had been granted with an option cxercise price per share not less than the fair value of PPL' common stock on the date of

grant. Options outstanding at December 31,2014, become exercisable in equai installments over o three-year service period beginning one year after the date

af grant, assuming the individual is still employed by PPL ora subsidiary, The CGNC and CLC heve discretion to aceelermte the excreisability of the
options, cxcept that the exercisability of'an option issued under the ICP may not be neceicrated unless the individual remains erployed by PPL ora

subsidiary for one year from the dute of grant. Al options expire no later thun ten years fom the grant date, The options become exercisuble immediately in
centain situations, as defined by each of the Plans, The fair value of options grented is recognized as compensation expense on 4 straight-line basis over the
service period or through the date ar which the employee reaches retivement cligibility. The fair value of options granted to retirement-cligible employees is

recognized as compensation expense immediatety upon the date of grant.

The fair vatue of cach option granted is estimated using a Black-Scholes option-pricing model. PPL uses a risk-free interest rate, expected option life,

expected volatility and dividend yicld 10 value its stock options, The risk-free interest mte reflects the yield fora U.S. Treasury Strip available on the date of
grant with constant rate meturity approximating the aption's expected life. Expected life is celculated based on historical exercise behavior, Volatility over

the expected temm of the options is evalusted with consideration given to pror periads that may need to be excluded bused on events not likely to



recur that had impacted PPL's volatility in those prior periods. Management's expectations for future volatility, considering potential changes to PPL's
business model and other cconomic conditions, are also reviewed in addition to the historical data to determine the final volatility assumption. PPL uscs a
mix of historic and implied volatility to valuc awards. The dividend yield is based on sevenl factors, including PPL's most recent dividend payment, us of

the grant date and the forecasted stock price. The assumptions used in the model were:

Risk-free interest rate
Expected option life
Expected stock volatility
Dividend yield

The weighted-averge grant dute foir value of options granted was:

PPL.

PPL Encrgy Supply
PPL Electric

LKE

Stock option activity for 2014 was:

el

Outsunding at beginning of period
Exvreised

Cutstanding ot end of period

Options exercisable a1 end of period

PPE Encrey Supply
Outstanding o1 beginning of period
Transferred
Exercised
Quistanding at end of peried
Cptions exercisable at end of period

PPl Electric

Outstanding at beginning of period
Exercised

Outstanding at end of period

Options exercisable ot end of period

LKE

Outstunding ut beginning of period
Exercised

Outstanding at end of periad

Options exercisable at end of period

Substantially all stock option awards ane expected to vest,

2113 012
1.15% 1.13%
0.48 years 6.17 years
18.50% 20.60%
5.00M% 5.00%
2013 2012
5 218 % 2.48
2.9 251
219 2,50
2018 2.51
Welghted-
Weighted Average
Averape ReoeuEnfieg Apprepate
Nunber Exvreise Contractual Totoi lutrinsic
of Options Price Per Share Term (vears) Value
11,381,482 § 30.45
(2,338,524 28 58
9,042,962 30.93 59 % 56
6,432,806 300 e 38
2,845,336 % 3047
458 B0 30.47
{559.120} 28,79
2,745,616 30,84 56 8 17
2,166,150 31.24 5.0 13
532200 ¢ 30.04
(24,28 30.12
507,920 30.04 63 § 3
386,413 30.27 3.8 i
997,156 5 2435
(373,839} 2787
623,317 28.64 75 % 5
215,106 27.58 6.9 2

PPL received $67 million in cash from stock options exercised in 2014, The related income tax benefits realized were not significant.

The total intrinsic value of stock options excreised for 2014 was $13 million, 2013 was $6 million and was not significant for 2012,
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Compensation Expense

Compensation expense for restricted stock, restricted stock units, performance units and stock options accounted for as equity awards, which for PPL Encrgy
Supply, PPL Electric and LKE includes an allocution of PPL. Services' expense, was:

2014 2003 20512
PPL 5 63 % 52 8 49
PPL Energy Supply 3 27 2
PPL Electric 12 10 1t
LKE B 8 B
The income tax bencefit related 1o 2bove compensation expense was as follows:

2014 2013 2012
PPL 5 2 - 2 ] 20
I'PL Enerpy Supply 14 11 10
PPL Electric 5 4 4
LKE 3 3 4

The income tux benefit PPLL reatized from stock-based awards vested or excrcised for 2014 was $4 million and was not significant for 2013 and 201 2.

At December 31, 2014, unrecognized compensation expense related to nonvested restricted stock, restricted stock units, performance units and stock option
awards was;

Welghted-

Lnrecopnlzed Averape

Compensation Period Tor
Expense Recognition
reL M 27 1.7 years
PPL Enerpy Supply 13 1.8 years
PPL Electric 3 1.4 yenrs
LKE 2 1.3 years

11. Retirement and Postemployment Benelits
{4 Registrants)
Defined Benefits

The mujority of PPL's subsidiaries domestic employees are eligible for pension benefits under non-contributory defined benefit pension plans with benefits
based on length of service and final average pay, as defined by the plans. Effective January 1, 2012, PPL's primary defined benefit pension plan was closed 1o
all newly hired salaried employces. Effective July 1, 2014, PPL's primary defined benefit pension plan was closed to all newty hired bargaining unit
employees. Newly hired employees are eligible to participate in the PPL Retirement Savings Plan, a 401(k) savings plan with enhanced employer
contributions.

The majority of PPL Montana erployees are eligible for pension benefits under s cash balance pension plan. Effective January 1, 2013, that plan was closed
to all newly hired salaried cmployees. Effective September 1, 2014, that plan was closed to all newly hired bargaining unit employees. Newly hired
employees arc cligible to participate in the PPL Retirement Suvings Plan.

The defined benefit pension plans of LKE and its subsidiaries were closed to new salzried and bargaining unit employces hired after December 31,
2005. Employeces hired after December 31, 2005 receive additional company contributions shove the standard matching contributions to their savings plans.

Employees of certain of PPL Energy Supply's mechanice] contracting companics are eligible for bencfits under multiemployer plans sponsored by various
unions,



Effective April 1, 2010, the principal defined benefit pension plan applicable to WPD (Seuth West) and WPD (South Wales) was closed to most new

cmployees, except for those meeting specific grandfathered participation tights. WPD Midlands' defined benefit plan had been closed 10 new members,
except for those meeting specific grandfathered punicipation rights, prior to acquisition, New cmployees nol eligible to participate in the plons are offered

bencfits under a defined contribution plan,

PPL. and certain of its subsidiarics also provide supplemental retirement benefits to exccutives and other key managemen employees through unfunded

nongualificd retirement plans,

The majority of employcees of PPL's domestic subsidinries are eligible for certain health care and [ife insurance benefits upon retirement through contributory
plans. Effective January |,2014, the PPL Postretirement Medical Plan was closed to all newly hired salaried employces. Effective July 1,2014, the PPL
Postretirement Medical Plan was closed 1o all newty hired bargaining unit employees. Postretiement healih benefits may be paid from 401(h) accounts
established as pant of the PPL Retirement Plan and the LG&E and KU Retirement Plan within the PPL Services Comoration Master Trust, funded VEBA trusts
and company lunds. Postretirement benefits under the PPL Montana Retiree Health Plan are paid from company assets. WPD does not sponsorany

postretirement benefit plans other than pensions.

(PPL)

The following table provides the components of net periodic defined benefit costs for PPL's domestic (UL.S.) and WPD's (LK.} pension and other
postretirement benefit plans for the years ended December 31.

Pension Benefits

L5,

L.K.

Other Postretirement Benefits

2014

2013

2012

204

013

2012

MR

2013

2012

Net perindic defined henefit costs
{ervdiis)
Service cost $ 102
[nterest cost 233
Expected return on plan asscts (29R)
Amortization of:
Transition (asse1) obligntion
Prior service cost (credit) 20
Actuarial (pain) loss 30

§

126 8
313
(290

103 §
20

{259)

24
41

71
354
(521)

132

69
30
{465)

150

54 %

340
(458)

12
32
(26)

5

14 5
29
(25}

12
3
23)

Net perjodic defined benefil costs
(credits} priog 1o sestlemeni charges,
curtailment chorges (creditg)
and termination benefits 87
Senllement charges
Curtailment chasges (credits)
Termination benefits {a) 13

148

130
3]

36

75

Net periodic defined benefit costs
(eredits) 3 100

148 §

141 §

36

78

Other Chunges in Plun Assers
wndd Benefit Obligntions
Recopnleed in OCHand
Reputatary Assets/Lighillties -
Gross:
Curtailments
Settlements
Net {gain) loss $ 600
Prior service cost
{credit) (8)
Amornization of
Transition ossel (obligation}
Prior service {cost) credit (20
Actunrial gain (loss) 3t

$
(319)

(23}
(80

(a1
a5

(24}
(42)

354

76

(1)
{L50)

1,073

)
(19)

(68) §
(3)

{6}

(1}

(2)
1y
(4}

Total recopnized in OC1 and
regulatory assersinbilitics (h) 542

{421)

{(75)

950

(717)

Tuotal recognized in net periodic
defined benefil casts, OCT and

regulatory assetsdinbilitics (b) i L

(2731 §

436 §

1,011

46

3

{53) §

32

Zig



(n) See Note 13 for details of a ane-lime voluntary retirement window offered to cerwin bargaining unit employees in 2014 2613 and 2012 amounts are related 1o the WPD
Midlands separations in the UK.
(b} WPD is not subject to nccounting for the effeets of certain types of regulation ns prescribed by GAAP. As a result, WPD does not record repulatory assets/liabilities.

For PPL's U.S. pension benefits and for other postretirement benefits, the smounts recognized in OCT and regulatory assets/liabilities for the years ended
December 31 were as follows:

L.5. Fension Benefirs Other Posireticemmient Bepefits
2014 2003 2052 014 2013 2012
[2]ny| 5 343 § (228) § 181 § 75 41) $ 12
Regulatory assets/liabilities 194 (193) 114 21 [R1)] (7}
Total recognized in OCT and
regulatory assets/liabilities $ 542 % {421) § 295 8 28§ U 8 3
The estimated amounts to be amorntized from AOCT and regulatory assets/liabilities into net periodic defined benefit costs in 2015 are as follows:
Pension Benelirs
L.5. U.K,
Prior service cost (credit) 5 7
Actunrial (pain) loss 00§ 2
Total s 107 § 2
Amortization [rom Balance Shest:
AOCT 5 49 $ 162
Regulatory assets/liabilities 58
Tutal |3 1067 % 162

{PPL Encrgy Supply)

The following table provides the componenis of net periodic defined benefit costs for PPL Encrgy Supply's pension and other postretirement benefit plans for

the years eaded December 31.

Pension Benelits Other Postreticement Bepefits
20i4 2013 2012 2004 2013 2012
Net periodic defined henefit costs
(eredins):
Service cost % 5 % 735 1] $ 18 1
Interest cost 9 ] 7% 1 1
Expected return on plan assets {11) {1m ()]
Amortization of
Actunrial {gnin) loss 2 3 L

Curtailment charges (credits) (1)
Net periodic defined benelit costs

(credits) $ _5 g B (_! 5 % I 8§ 2
Otleer Chunges In Plan Assets

and Deneflit Ohllgutions

Recognized in OCI:
Curtailments § 1
Net {goin) loss 1 26 § (15) % 16 1y § (1)
Prior service cost (credic) {3) § {N
Amortization of:

Actuzrial gain (loss) (2) (3} {2}

Total recognized in OCH 24 (18) 14 {4) (1)
Tatal reeopnized in net pertodic

defnned benefit costs and OC1 5 29 § (10) 5 20 % s (3) § !

Actuarial loss of $4 million related to PPL Energy Supply's pension plan is expected to be amortized from AOCI into net periodic defined benefit costs in
205
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(LKE)

The following table provides the components of net periodic defined benefit casts for LKE's pension and other postretirement benefit plans for the years

ended December 31,

Net perindic defined beneRt costs
(credits):

Service cost

Interest cost

Expected return on plan assets

Amortization of:
Transition (asset) obligation
Prior service cost (credit)
Actuarin] (gain) loss

Net periodic defined benefit coss

(credit)

Other Changes in lan Assets
untl Benefit Obligntinns
Recopnized in OCT and
Regulatory Assets/Einbillties -
Gross:

Net (zain) loss

Prior service cost (credit)

Amortization ol

Transition asset (obligation)
Prior service (cast) credit
Actuarial gain (loss)

Total recognized in OCT and

repulatory assetsTiabilities

Total recognized in net periodic
defined benefit costs, OC1 and

regulatory assets/Habilities

Tension Benelits

Ouher Postretirement Benelits

2014 2013 2012 2014 2013 012
21 s 26 5 23 4§ 43 58 4
66 62 64 9 B 9
(82} (82} (70} (4) (5) 4)

g
5 5 5 2 3 3
12 33 3! () £)]
22§ 44 s a3 s 10§ s 13
162§ (16} § 9 § 6 3 (14) § (n
23 Z
(2}
(5) (5) (5) 2) &) (3)
{12) (33) 2 | i
168 (154) 69 31 (7 (15)
190 § (110) § e 41 5 (6 $ )

For LKE's pension and other postretirement benefits, the rmounts recognized in OCT end regulatory assets/liebilitics for the years ended December 31 were as

follows:

oct
Regulalory assets/iabilitics
Total recopgnized in OC! and

regulntory assets/liabilities

Ptiot service cost (credit)
Actuarinl {gain) loss
Tutal

Amortization from Balance Sheet:
AOCY

Regulatory nssets/linbilities

Pueasion Benefts

Uther Postreticement Beoelits

2014 2{113 2012 20004 2013 2012
B4 § (46) % 34 5 9 % (I % {n
#4 (108} 35 22 {16) (14)
168 § (154 69 5 31 § (1n § (15)
The estimated amounts to be smortized from ACCT and regulatory assets/Habilitics into net periodic defined benefit costs for LKE in 2015 arc as follaws,
Other
PFeusion Pastretirement
Benefits Benefits
5 78 3
34
s ET 3
§ 35 1
38 2
5 T 3

Total




(LG&E)

The following table provides the components of net perodic defined benefit costs for LG&E's pension benefit plan for the years ended December3 1.

Net perindic defined henefit costs (eredlts):
Service cost
Interest cost
Expected return on plan assets
Amortization of:
Prior service cost (credit)
Actoarial (gain) loss

Net periodic defined bencfit costs (credits)

Other Changes in Plan Assets and Benefit Ohllpations
Recognbzed Jn Regulntory Assets - Gross:
Net (gnin} Joss
Prinr service cost {credis)
Amaortization af:
Prior setvice {cost) credit
Actuiarial gain (loss)
Total recopnized in regulatory assets/liabilities

Total recognized in net periodic defined benefit costs und regulutory assets

Pension Benefits

The estimated smounts to be amortized from regulatory ussets into net periodic defined benefit costs for LG&E in 2015 are as follows,

Prior service cost (credit)
Actearial (goin) loss
Total

(Al Registrants)

2014 2013 2012
$ 15 . | 2
15 14 14
(19 (20) (19)
o ¥ 3
] 14 1]
5 R 12§ 11
5 14 3 (20) 8 18
9
(2) 2) (2)
(6) (14) (11)
15 (36} 5
$ 0 % (24 § 16
Penslon
Henelits
s 3
11
5 14

The following net perodic defined benefit costs (credits) were charged to operating cxpense, excluding amounts charged (o construction and other non-

expense accounts, The UK. pension benefits apply to PPL only.

Pension Besrelits

.5, UK, Other Pastretirement Benefity
2014 2013 2002 014 23 2002 2014 203 012
PPL 5 Bg $ 117 % 119§ 9 § LI} 25 5 13 § 19 8 ”
PPL Energy Supply 19 45 37 3 f fi
PPL Electric (o) 12 1] 19 2 3 3
LKE 17 k] 3] 7 B b
LG&E 5 14 13 4 4 )
KU (0} 3 9 8 1 i 3

(a) PPL Electric and KU do not direatly sponsor any defined henefit plons. PPL Electric nnd KU were allocated tiese costs of defined benefis plans sponsored by PPL Services (for
PPL Electric) and by LKE (for KU), based on their participation in those plans, which management believes are reosonoble.

In the table above, for PPL Energy Supply and LG&E, amounts include costs for the specific plans cach sponsors and the following allocated costs of defined
benefit plans sponsored by PPL Services (for PPL Energy Supply) and by LKE (for LG&E), based on their participation in those plans, which management
believes are reasonable:

Other Postretirement Benelits
2013

Fensinn Benefits
0t3

2014 2014 2012

PPL Encrgy Supply 5 34 8 38 8 3l § 3 & 5% 5
LG&E 2 5 3 4 4 5



(Al Registrants except PPL Electric and KU}

PPL, PPL Energy Supply, LKE and LG&E adopted the new monality ables issued by the Society of Actuaries in October 2014 (RP-2014 base tables) for all
U.S. defined benefit pension and other postretirement benefit plans at December 31, 2014, In addition, PPL, PPL Encrzy Supply, LKE and LG&E updated the
basis for estimating projected montality improvements and selected the IRS BB-2D two-dimensional improvement scale on a gencrational basis forali U.S.
defined benefit pension and other postretirement benefit plans. These new monality assumptions reflect the recognition of both improved life expectancies
and the expectation of continning improvements in life expectancies. The use of the new base tables and improvement scale resulted in an increase to U.S.
defined benefit pension and ather postretirement benefit obligations, an increase to future expense ond a decreese in funded status,

The following weighted-avemge assumptions were used in the valuation of the benefit obligations at December 31, The UK. pension benefits apply to PPL
only.

Penslugn Benefits

LS. UK. her Postretlretent Beuefits
2014 2013 2014 013 M E] 2013

PPrL

Biseaunt rae 4.25% 5.12% 3.B5% 4.41% 4.08% 4.91%

Rate of compensation increase 3.92% 197% 4 00% 4.00% 3 .K6% 3.96%
PL Energy Supply

Discount rale 4.28% 5.18% 3.81% 4.51%

Hate of compensation increase 44035 394% 4.03% 3.94%
LKE

Biscount rafe 4.25% 5.18% 4,06% 4.91%

Rute of compensation increase 31.50% 4.00% 1.50% 4.00%
LG&E

Discount rale 4.20% 5.13%

The following weighted-average assumptions were used to determine the net periedic defined benefit costs for the years ended December 3§ The UK.
pension benefits apply 1o PPL only.

Penslon Benefits

18,5, LK. Other Postretirement Benefits
2E4 2013 212 2004 013 2012 2014 013 2012

PrL

Discount rate 512% 4.22% 5.06% 4.41% 4.27% 5.24% 4.91% 4.00% 4.80%

Rute uf compensation increase 3.97% 3.98% 4.42% 4.00% 4.00% BRI 3.96% 3.07% 4.00%

Expected return on plan assets (a) 7.00% 7.03% 707% 7.19% 7.16% 7.17% 5.96% 5.94% 599%
PPL Envrgy Sopply

Discount rate 5 18% 4.25% 5.12% 4.51% 377% 4.60%

Rate of compensation increase 3.94% 3.95% 4.00%% 3.94% 1.95% 4.00%

Expected return on plan assets (a) 7.00% 7.00% 7.0M0% NA N-A NA
LKE

Discount rate 5.18% 4.24% 5.09% 4.91% 3.99% 4.78%

Rawe of compensation increuse 4,00% 4.00% 4,000 4.00% 4.00% 4.00%

Expected return on plan assets (z) 7.00% 7.10% 7.25% 6.75% 6.76% 742%
LG&E

Discount rate 5.13% 4.20% 500%

Expected return on plan assets (a) 7.80% T.10% 7.25%

(o) The expected long-term rates of return for pension and other postretirement benefits are based on mansgement's projections vsing a best-estimate of cxpected retrns, volatilities
and correlations for each asset elass. Eoeh plan's specific current and expected nsset allocations ore ulso cansidered in developing a reasonoble return gssumption.

(PPL, PPL Encryy Supply and LKE)

The following table provides the assumed health care cost trend rates for the years ended December 3 1:
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FEL, PI'L Energy Supply and LKE

Health care cost trend rate assumed for next year

- obligations
- cast

Rate to which the cost trend rate i5 assumed 1o decline (the ulimaie trend raic)

- obligmions
- cost

Year that the rate teaches the ultimate trend ruwe

- ohligations
- Cost

benefit plans in 2014;

Effect on sccumulated postretirement benefit obligation

PPL
LKE

The effects on PPL Encrzy Supply's other postretirement benefit plan would not have been significant.

(PPL)

The funded status of PPL's plans st December 31 was as follows:

Change in Benefit Ghllpation
Benefit Obligation, beginning of period
Service cost
Interest cost
Participant contributions
Plon amendmecrits
Actuarial (gain} loss
Curtailments
Termination benefits
Gross benefits poid (a)
Federal subsidy
Currency conversion
Benefit Obligation, end of period

Clange In Plan Assets

Plon assets of fair value, beginning of period

Actunl return en plan asscts
Employer contributions
Participsnt contributions
Gross henefits paid (a)
Currency coenversion

Plan assets at {air value, end of period

Funded Stats, end of period

Amounts reeognized Tn the Bulunee
Sheets consist ol
Noncurrent asset
Current liability
Noncurrent liability

2014 2013 20]2
7.2% 7.6% 8.0%
7.6% B.0% B 5%
50% 5.0% 5.5%
5.0% 5.5% 5.5%
2020 2020 2019
020 019 2019
A enc perecnlage point change in the assumed health care costs trend rate sssumption would have hud the following effects on the other postretirement
One Percentage Point
Increase Decrense
$ 5 (5)
4 4
I'enstna Benelits
LS. LK. Other Postretivement Beonelfs
2004 2013 014 2013 2014 2003
4,591 3% 5046 3 8,143 § 7888 § 662 i/l
102 126 71 a9 12 14
238 203 354 3z 32 24
16 15 12 12
(7 6 (4)
925 (540 747 46 58 (54)
40
13 3
{248) (254) (411) (375) (36) (57)
|
(397) 177
5,609 4,391 8,523 8.143 726 662
4,156 3,939 7,284 6,911 446 421
622 7 B95 438 G2 37
102 395 31t 134 16 30
16 13 12 12
(248) {254) 411) (375) (52) (34)
(361) 161
4,632 4,156 7,734 7.284 484 441
{977) § {435) § (78Y) § (859) § (242) {216}
$ 1
(10) § 8 $ [£D] (4) (1}
(967} (427} (788) § (439} (239} (215)
(977) § (431) ) {7H9) ¥ {859) § {242) (216)

Net amount recognized, end of period

=
[ES]




Pension Benelits

L.5. UK. Other Fostretirement Benefits
2014 213 2014 2014 2013

Amounts recopnleed In AOCE nnd

repulatory assets/linbitithes (pre-tux)

consist ol
Prior service cost (credit) § 41 3 6% 5 (4 £ {1n
Net nctuarial (gain) loss 1.412 842 § 2,334 § il 2 54 33
Total (b} 5 1453 § o1 % 2334 % 2,112 % 50 % 22
Totud aceumvlated henefit obligation

3 5,150 % 4,191 % 7.867 % 7.542

Tor defined beoelit penston plans

(8) Certain LS, pension plans offered a limited-time program in 2014 and 2013 during which terminated vested participants could elect to receive their aceroed pension benefit as a
ane-time lump sum payment Gross benefus paid includes $33 million and $64 million of lump-sum cash payments made to terminated vested participants in 2014 and 2013 in

connection with these offerings,

(b} WPD is not subject to uecounting for the effects of certain types of regulation us prescribed by GAAP. Asu result, WPD does not record regulatory assets/liabilities.

For PPL's LS. pension snd other postretirement benefit ptans, the amounts recognized in AOCTand regulatory asscts/Habilitics at December 31 were as

follows:
L.S. Pension Benefits Other Postretirement Beoelies
1014 2003 HIE] 203
ADCL 3 773 % 430 § 26 % 19
Hegulutory assets/tiabilities 680 481 24 3
Total £ 1453 § 911 § 50 % 22

The following tables provide information on pension plans where tlie projected benefit obligation (PBO) or accumulated benefit obligation (ABO) exceed

the fair value of plan asscts:

L.5. L.K.
PHO In exeess of plun assets RO in excess of plan nssers
2014 2013 2014 2013
Projected benefit abligntion 3 5609 § 4,591 § 8,523 § 8,143
Foir vatue of plan assets 4,632 4,156 7,734 7.284
L.S. [
ADO in excess of plan assers ABO In excess of plan assets
A E] 2013 2014 2013
Arccumulated benefit obligation 5 5156 % 5721 & 3,562 § 3,441
Fair value of plan assets 4,632 431 3,321l 3,131
(PPL Energy Supply)
The funded status of PPL Encrgy Supply's plans at December 31 was as follows:
Penslon Bencfits Other Postretirement Benelits
2004 2013 2014 2013
Change In Benefit Obligation
Benefit Obligation, beginning of period H 163 § 176§ 12 % 17
Service cost 5 7 1
Interest cost 9 B 1
Plan amendments (4}
Actuarial (gain} loss k1] (23) (t) {n
Curtailments 48]
Gross benefits paid (5) (5} (1 (1}
Benefit Obligation, end of period 210 163 10 12

[
1
L% ]



Change in Man Assets
Plan ssets at fair value, bepinning of
period
Actual return on plan assets
Employer contributions

Gross benefits paid
Plan assets at fair value, end of periad

Funded Status, end of period

Amuounts recognized in the Balance
Sheets conskst of:
Current liabiliny
Noncurrent Hability
Net amount reeagnized, end of period

Amaunis recognized in AOCI
(pre-tax) consist ol

Prior service cost {credit)

Net actuarial (gain} loss

Total

Tutal aecumulsted benefit oblipution
for defined benelit pension plans

Pension Benelits

Other Postretiresnent Benefits

2014

2013

2014

2(H3

147 149
22 3
6 ] !
(5) {5) (1) (h
170 137
$ @0 s (16) (o s (12)
{1y s ()
3 40y § {16) {9) (1)
5 {40} 3 {16) (to) % 12)
(4) § (5}
5 59§ 34 1
$ 59 § 34 @ § (4
3 ne s 163

PPL Energy Supply's pension plan had projected and accumutated benefit obligations in excess of the fair value of plan assets nt December 31, 2014 and

2013,

In addition to the plans it sponsors, PPL Energy Supply and its subsidiaries are allocated a portion of the funded status and costs of the defined benefit plans
sponsored by PPL Services bused on their panticipation in those plans, which management believes are reasonable. The actuarially determined oblipations of

current active employces are used us a basis to allocate total plan activity,
Supply resulted in liabilities ot December 31 as follows:

Pension
Other postretirement benefits

(LKE)

The funded status of LKE' plans at December 31 was os follows:

Chunge In Benelit Obligation
Benefit Obligation, beginning of period
Service cost
tnterest cost
Participant contributions
Plan amendments (n)
Actuarial {gain) loss
Gross benefits poid (b)
Bunefit Obligation, end of period

Change in Plan Assers

Plan nssets at foir vatue, beginning of period

Actua) retem on plan assets
Employer contributions
Participant contributions
Gross benefits paid (b)

Plan assets at fuir value, end of period

Funded Stutus, end of periad

including active and retiree costs and obligutions. Allocations to PPL Energy

2004 2013
$ 239 % 0§
34 35
Penslon Benefits (ther Postretirement Benelits
2014 23 2014 2013
5 1,328 % 1,487 § 193 % 209
2] 26 4 5
66 62 9 B
t 7
23 4]
253 (177} 33 (18}
{83) (70) (17} (18)
1.608 1,328 234 [93
1173 1,070 74 68
173 21 1 t
3R 152 L} 1]
7 7
{§3) {70) (17) (18)
1,301 1173 B2 74
$ (3N7) % {I55) % (152) § (E1Y9)




Amoums recognized in the Bulonee
Sheets consist of;
Noncurrent asset
Curreat liohility
Noncurrent liability

Net amount recognized, end of period

Amuounts recognized in AOCHond
regulatery assets/Tinhillties {pre-tux)
consise of:

Priot service cost (credit)

Net sctuarial (gain} lass

Total

Tatal sccumulated benefit wbilyatien
for defined benelil pension plans

Pension Benefils her Postretirement Benelils

204 2013 24114 2013

5 )

$ (3} § (3} (3)
(304} {152} {15i) § {1149}
s (307) 3 {155) § {152) § _{119)
H 43 5 24 3 12 % B
354 205 (4) (30
5 397 § 239 % i 8 142

$ 1,461 § 1,176

{0} The plans were amended in December 2014 to enhonce the eacly retirement factors for all plan participants retiring an or ofter January |, 2015 These modifications resolted in
an increase of $23 million in the plans' projected benefit obligntions as of December 31, 2014,

(b} Certain LKE pension plans offercd a limited-time program in 2014 and 2013 during which terminated vested participants could elect 1o receive their accrued pension benefit asa
ofie-time lump-sum poyment. The gross benefits paid includes $33 million ond $21 miliion of lump-sum cash payments inade 1o terminoted vested participams in 2084 2nd 2013

in connectinn with these offerings.

The amounts recopniized in AOCT and repulatory asscts/ Tiabilitics at December 31 were as follows:

AOCI
Regulatory nssets/linbilities
Total

Feasion Benelits Otlrer Postretirement Benefits

The following tables provide information on pension plans wiere the projecied benefit obligation (PBO) or sccumulated benefit obligations (ABO) exceed

the fuir value of plan assets:

Projected henefit obligation
Fait value of plan nssets

Accumulated benefit obligation
Fair value of plan assets

(LG&LE)

The funded status of LG&E's plan at December 3 1, was as follows:

Chuage in Benefit Olligation
Benefit Obligation, beginning of period
Service cost
[ntcrest cost
Plan amendmenns (a)
Actuario] (gain) loss
Gross benefits paid (b)

Benefit Obligation, end ol periad

20 4 2013 2014 013
65 § (19) § #

332 248 5 (21
397 % 329 § 5 5 (22)

PRO g excess of plan assets

2014 2013
b 1608 § 1,328
Lot 1.173

ABO In excess pf plan assets

2014 2013
3 1465 $ 350
1,30 284
Pensinn Benelits
2014 i3
H 251 § N
| 2
15 14
a9

36 (35)
21 {21)
331 291

LIS ]
(]
(¥



Pension Benelits

2014 013
Change in Mlan Assets
Plan assets at Toir value, beginning of period 281 287
Actual return on plan assels 41 4
Employer contrbutions 11
Grass benefits paid (b) (21) 21)
Plan asscts at fair value, end of period 301 21
Funded Status, end of periad b (30 3 (10
Amounts recopnized [n the Bakince Sheets consist of:
Nancurrent liability $ (30 § (10
Net amount recognized, end of petiod $ (30} § (10}
Amuunts recopnized in regulatory assets (pre-tax)
consist of:
Priot service cost (credit) 3 22§ 15
Net actuariol (gain) [oss ELY 90
Total g 120 § 105
Totul accumulnted henefit obligation for defined benefit pension plan $ E b 288

() The plan was amended in December 2014 to enhance the early retirement factors for all plan participants retiring on or afier laneary 1, 2015 This modification resubied in on
increase of $9 million in the plan's projected benefit obligation os of December 31, 2014,

(b) LG&E's pension plin offered a limited-time program in 2014 and 2013 during which terminated vested participants could elect 1o receive their accrued pension benefit 0s a one-
time lump-sum payment. The gross benefits puid includes $8 million and $7 millivn of lump-sum cash payments made to terminated vested porticipants in 2014 and 2013 in
connection with these offerings.

LG&E's pension plan had projected and aceumulated benefit obligations in cxcess of plan asscts at December 3 1, 2014 and 2013,

In addition to the plan it sponsors, LG&E is allocated a portion of the funded status and costs of certain defined benefit plons sponsored by LKE based on its
pasticipation in those plans, which mansgement believes are reasonable. The actuarially determined obligations of current active employees and retired
employees ure used as a basis 1o allocate total plan activity, ineluding active and retiree costs and obligations. Allocations to LG&E resulted in liabilitics at
December 31 as follows:

26114 2013

Pension 5 27T s 9
Ozher postretirement benefits 85 73

(PPL and PPL Energy Supply)

PPL Energy Supply's mechanical contracting subsidiaries make contributions to aver 70 multiemploycr pension plans, based on the bargaining units from
which laboris procured. The risks of panticipating in these multiemployer plans are different from single-cmplayer plans in the following aspects:

»  Assets contributed to the multiemployer plan by ene employer may be used to provide benefits ta employces of other participating employers.
» Ifaporticipating cmployer stops contributing to the plun, the unfunded obligations ofthe plan may be bome by the remaining participating employers,

» IfPPL Encrgy Supply's mechanical contmeting subsidiaries choose to stop participating in some of their multiemployer plans, they may be required to
pay those plans an amount based on the unfunded status of the plan, referred to as a withdmwal lLability.

PPL Encrgy Supply identified the Stcamfitiers Local Union No. 420 Pension Plan, EIN/Plan Number 23-2004424/001 as the only significant plan to which
contributions are made. Contributions to this plan by PPL Energy Supply's mechunical contracting companies were $5 million for 2014, 2013 and 2012, At
the date the financinl statements were issued, the Form 5500 was not available for the plan yearending in 2014, Therefore, the foflowing disclosures specific
to this plan are being made based on the Form 5500s filed for the plan years ended December 31,2013 and 2012. PPL Encrgy Supply’s mechanical
contracting subsidiaries were not identified individually as greater than 5% contributors on the Form 5500s. However, the combined contributions of the
four subsidiaries contributing to the plan had exceeded 5%, The plan had a



Peasion Protection Act zonc status of red, without utilizing an cxiended smorization period, as of December 31, 2013 and 2012, In addition, the plan is
subject to o rehabilitation plan and surcharges have been applied to panicipating employer contributions. The expiration date of the collective-bargaining
agreement related to those empleyees participating in this plan is September 18,2016, There were no other plans deemed individually significant based on a
multifaceted asscssment of each plan. This assessment included review of the funded/zone status of cach plan and PPL Energy Supply's potential obligations
under the plon and the number of participating employers contributing to the plan.

PPL Encrgy Supply's mechanical contracting subsidiaries also participate in multiemployer other postretirement plans that provide for retiree life insurance
and health benefits,

The table below details totsl contributions to all multicmplayer pension and other postretirement plans, including the plan identified as significant
ubove. The contribution amounts fluctuate cach year based on the velume of work and type of projects undernken from ycarto year.

2014 2013 2012
Pension Plans s 40 3 36 § 31
Other Postretirement Benefit Plans 33 32 28
Total Contributions $ 3 s 68 3§ _____ 54

{PPL Electric)

Although PPL Electric does not direetly sponsor any defined benefit plans, it is allocated o pottion of the funded status and costs of plans sponsored by PPL
Services based on its panticipation in those plans, which management believes are reasonable. The actuarially determined obligations of curmrent active
employces arc used as a basis to allocate total plan activity, including active and retiree costs and obligations. Allocations to PPL Electric resulted in
liabilities ot December 31 us follows.

2414 013

Pension M 212§ 96
Other postretirement benefits 20 31

(KU)
Although KU does not directly sponsor any defined benefit plans, it is allocated a portion of the funded status and costs of plans sponsored by LKE based on
its paticipation in those plans, which management believes are reasonable. The actuarially determined obligntions of current active cmployees and retired

employces of KU are used as a basis to allocate total plan activity, including active and retiree costs and obligations. Allocations 1o KU resulted in liabilities
at December 3 | as follows,

2014 2{113

Pension 5 39 i$} 11
Other postretirement benefits 52 42

Plan Assets - U.S, Pension Plans
(Al Registrants except PPL Electric and KU)

PPL's primary legacy pension plan, the pension plans sponsored by LKE and the pension plan in which cmployces of PPL Montana paricipate are invesied
in the PPL Services Corportion Master Trust (the Master Trust) that also includes 401 (h)accounts that are restricted for ceriain other postretirement benefit
obligations of PPL and LKE. The investment strtegy for the Master Trust is to schicve a risk-adjusted retum on a mix of nssets that, in combination with
PPL's funding policy, will ensure thet sufficient assets are available to pmvide long-term growth and liquidity for benefit payments, while also managing the
duration of the #ssets to complement the durmtion of the liabilities. The Master Trust benefits from a wide diversification of asset types, investment fund
strategics and extenal investment fund managers, and thercfore has o significon concentrtion of risk.

The investment policy of the Muster Trust outlincs investment objectives and defines the responsibilitics of the EBPB, exteral investment managers,
investment usdvisor and trustce and custodian. The investment poliey is reviewed annually by PPL's Boand of Directors.

P



The EBPB created a risk management frsmework around the trust assets and pension liabilities. This framework considers the trust assets as being composed
of three sub-portfolios: growth, immunizing and liquidity portfolios. The growth portfolio is comprised of investments that generate a retum at a reasenable
risk, including equity sccuritics, centain debt securities and altemative investments. The immunizing portfolio consists of debt securitics, generally with long
durations, and derivative positions. The immunizing portfolio is designed to offset a portion of the change in the pension liabilities due to changes in
interest mtes. The liquidity pontfolio consists pimarly of cash and cash equivalents.

Torget allocation mnges have been developed for cach portfolio on a plan basis based on input from extemal consuliants with a goal of limiting funded
status volatility. The EBPB monitors the investments in cach portfalio on a plan basis, snd secks o obtain a target portfolio that emphasizes reduction of
risk of loss from market volatility. In pursuing that goal, the EBPB establishes revised guidelines from time to time. EBPR investment guidelines on a plan
basis, as well as the weighted average of such guidelines, as of the end of 2014 are presented below.

The asset allocation for the trust and the target allocation by portfolio at December 31 are as follows:

2014 Turget Asset Allocation (a}

Percentsge of trust nssets Weiplited
2054 (a1} 2053 Avernge PPL Mlans LKFE Plans
Crowth Partfolin 51% 59% 52% 52% 52%
Equity securitics 26% 30%
Debt securities (b) 13% 17%
Alteenative investments 13% 12%
Immuntzing Poetfolio +7% 39% 46% 36" 46%
Debt securities (b) 44% 40%
Derivatives 3% {1%%)
LiGuittity Portfulio 2% 2% 2% 2% 2%
Totl 10044 1015 100% 0% 100%

(1} Allocztions exciude consideration of cush for the WKE Bargaining Employees' Retirement Plan and o group unhuity contract held by the LG&E and KU Retirement Plun
(b} [ncludes commingled debt funds, which PPL treats ns debt securities for nsset allocation purposes.

(PPL Enersry Supplyv}

PPL Montana, a subsidiary of PPL Encrgy Supply, hes a pension plan whose assets are invested sotely in the Master Trust, which is fully disclosed

below, The fair value of this plan's assets of §170 million and $147 million at December 31, 2014 and 2013 represents an interest of approximately 4% and
% in the Master Trust.

(LKE}

LKE has pension plans, including LG&E's plan, whose assets are invested solely in the Master Trust, which is fully disclosed below. The fair value of these
plans’ asscts of 51.3 billion and $1.2 billion at December 31,2014 and 2013 represents an interest of approximately 28% and 29% in the Master Trust.

(LGLE)

LG&E has a pension plan whose assets are invested solely in the Master Trust, which is fully disclosed below. The fair value of this plan's assets of $301
million and $281 million at December 31, 2014 and 2013 represents an interest of approximately 6% and 7% in the Master Trust.

(ANl Registrants except PPL, Electric and KU}

The fair value of net assets in the Master Trust by asset class and level within the fair value hicrarchy was:
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PPL Services Corporation Master Trust
Cash ani! cash equivalents
Equity securities:
Us.:
Large-cap
Small-cap
Internatinnal
Commingled deht
Debt securities:
1.5, Treasury and U.5. government sponsored
ageacy
Residential/commercial backed securities
Corporale
Itiernotional government
Other
Altemptive invesiments:
Commodities
Real estate
Private cquity
Hedge funds
Derivatives:
Interest rate swaps and swaptions
Other
Insurance contracts
PPL Services Corporation Master Trust essets, al

fair value

Receivables and poyables, net (o)

401(h) accounts restricted for other
postretisement henefit obligations

Total PPL Services Corporation Master Trust

pension ussets

December 31, 2014

Degember 31, 2013

Fuir Value Meusurements Using

Fulr Value Megsurements UsEg

A reconciliation of the Master Trust assets classified as Level 3 st December 31, 20114 is as follows:

Balance ot beginning of period
Actual return an plan assets
Reloting 10 assets still held
ut the reporting date
Relating to assets sold during the period
Purchases, sales and settlements

Balance at end of period

A reconciliation of the Masier Trust assets classified as Leve! 3 a1 December 31,2013 is as follows:

Balance at beginning of period
Actual return on plan assets
Relating to nssets still held
at the reporting dote
Relating to pssets sold during the period

Purchases, sales and settiements
Transfers from leved 3 to level 2

Tatnl Level | Level 2 Level 3 Tutal Luvel | Lyvel 2 Level 3
H 246 8 246 $ 120§ 120
432 [1E -1 318 480 134 % 346
145 145 137 137
615 (1] 630 163 467
H14 Hig 749 13 736
3 T06 17 617 563 54
2 g 12 11 5 i
1,109 1.0B% § 21 963 B4 23
8 ] 7 7
9 9 24 4
90 90 108 104
148 148 134 134
104 {2} 0] e
223 23 210 o
92 {49} (49)
12 12 12
33 33 37 37
4,809 % 1,211 § 3440 5 158 4271 § 1,130 § 3000 § 141
(41}
1136) {115}
5 4,632 § 4,156
{a) Reccivables and payables represent amounts for invesiments sokl‘purchased but not yet settfed slong with interest and dividends carned but not yet received.
Residentlad/
eomanerelal
Iacked Curpurate Private Insuranee
seenritles el wipulty contFueks Tatal
5 I s 23 8 80 3 37 % P41
) (L 19 1 18
(1) (1}
] (5)
§ - 11-% 104 § 33 1§ | 58
i —— — i I . e
Lesidentinl/
cacumireiul
hacked Corporate Private Insuranee Other
securitles debit vopuity contracts tlebt Tutal
5 15 27 3 75 3 42 5 13 146
k) o 5
] 5
k)] 2 (7 (14}
(1) (1)
M 1§ 23 8 B0 3 7 § 5 141

Balance at endd of perind




The fair value measurements of cash and cash equivalents are based en the amounts on deposit.

The market approach is used to measure fair value of equity securitics. The fair value measurcments of equity securities (excluding commingled funds),
which are gencrally classified as Level 1, are based on quoted prices in active markets. These securities represent activety and passively managed
investments that are managed ageinst varous equity indices.

Investments in commingled cquity and debt funds are categorized as equity securitics. These investments are classified as Leve] 2, except for exchange-
traded funds, which arc classified as Level | based on quoted prices in active markets. The fair value measurements for Level 2 investments arc based on firm
guotes of net asset values per share, which are not considered obtained from a quoted price in an active market, Investments in commingled equity funds
include funds that invest in U.S. and intemationnl equity securities. Investments in commingled debt funds include funds that invest in a diversified
portfolio of emerging market debt obligations, as well as funds that invest in investment prade Jong-duration fixed-income securitics,

The fair value measurements of debt securities are generally based on evaluations that reflect observable market information, such as netual trade information
for identicul securities or for similar securities, adjusted for observable differences. The fairvaluc of debt sccurities is gencmlly measured using a morket
approach, including the usc of pricing models which incorporate observable inputs, Common inputs include benchmark viclds, relevant trade data,
broker/dealer bid/usk prices, benchmark securities and credit valuation adjustments. When necessary, the fair value of debt securities is measured using the
income approach, which incomporates similar observable inputs as well as payment data, future predicted cash flows, collaterl performuence and new issuc
data. Forthe Master Trust, these securities represent invesiments in securities issued by U.S. Treasury and U.S. govemment sponsored npencics; investments
sccuritized by residentinl mongagces, auto loans, credit cards and other pooled loans; investments in investment grmade and non-investment grde bonds
issued by LS. companics across several industies; investments in debt sccurities issued by foreign govermnments and corporations and cxchange traded
funds.

Investments in commoditics represent ownership of units of o commingled fund that is invested as a long-only, unleveraged portfolio of exchange-traded
futures and forward contraets in tangible commodities to obtain broad exposuee to all principal groups in the global commodity markets, including cnergics,
agriculture and metals {both precious and industrial) using proprietary commodity trading strategies. The fund has daily liquidity with a specified
notification period. The fund's fair value is based upon u unit value as calculated by the fund's trustee.

Investments in real estate represent un investment in a partnership whose purpose is to manage investments in core U.S. real estate properties diversified
geogrmphically and across major propenty types (e.¢., office, industrial, retail, etc.). The manager is focused on properties with high occupancy rates with
quality tenants. This results in a focus on high income and stable cash Aows with appreeiation being a secondery factor, Core real estate genermlly hasa
lower degree of leverage when compured with more speculative real estate investing strategics. The partnership has limitations on the amounts that may be
redeemed based on available eash to fund redemptions. Additionally, the generl partner may decline to accept redemptions when necessary to avoid
adverse cansequences for the parinership, including legal and tax implications, among others. The fair value of the investment is based upon a pannership
unit value,

Investments in private equity represent interests in partnerships in multiple early-stuge venture capital funds and private equity fund of funds that usc a
nummber of diverse investment strategies. Four althe partnerships have limited lives of ten years, while the fifth has a life of 15 years, after which liquidating
distributions will be received. Priorto the end of each pannership's life, the investment cannot be redecmed with the partnership; however, the interest may
be sold to other parties, subject to the genem] partner's approval. The Master Trust has unfunded commitments of $535 million that may be required during
the lives of the partnerships. Fairvalue is based on an ownership interest in partners’ capital to which o proportionatc share of net assets is atributed.

Investments in hedge funds represent investments in three hedge fund of funds. Hedge funds seck a retum utilizing a number of diverse investment
strategies. The strategies, when combined aim to reduece volatility and risk while attempting to deliver pasitive returns under most market conditions. Major
investment strategies for the hedge fund of funds include fong/short equity, market neutsal, distressed debt, and relative value, Generally, shares may be
redecmed within 65 to 95 days with prior written notice. The funds are subject 1o short term lockups and have Jimitations on the amount that may be
withdrawn based on a percentage of the total net asset value of the fund, among other restrictions. All withdrawals arc subject to the general pariner's
approval. The fair value for two of the funds has been estimated using the net asset value per share and the third fund’s fair value is based on an ownership
intcrest in partners’ capital to which a propertionate share of net assets is attributed.
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The fair value measurements of derivative instruments utilize various inputs that include guoted prices for similar contracts or market-corrabomled inputs, In
certain instances, these instruments may be valued using models, including standard option valuation models and standard industry models. These securitics
primarily represent investments in inlerest rate swaps and swaptions (the option to cnter info an interest rate swap) which are valued based on the swap
details, such as swap curves, notional amount, index and term of index, reset frequency, volatility and payer/receiver credit rtings.

Insurance contracts, classificd as Level 3, represent an investment in an immediate participation guamnteed proup annuity contract. The fair value is based
on conlract value, which represents cost plus interest income less distributions for benefit payments and administmtive CXPCNS5CS.

Plan Assets - U.S. Other Postretirement Benefit Plans

The investment strtegy with respect to other postretirement benefit obligations is to fund VEBA trusts and ‘or 40 1{h) accounts with voluntary contributions
and to invest in o tax cfficicnt manner. Excluding the 40 1(h) accounts included in the Master Trust, other postretirement benefit plans are invested in a mix
of assets for Jong-tenn growth with an abjective of caming retums that provide liquidity as required for benefit peyments. These plans benefit from
diversification of usset types, investment fund strategics and investment fund managers, and therefore, have no significant concentration of isk, Equity
securities include investments in domestic large-cap commingled fiunds. Ownership interests in commingled funds that invest entitely in debt securitics arc
classified as equity seeurities, but treated as debt securities for usset aliocation and target aliocation purposes. Ownership interests in money market funds are
treated as cash end cash cquivalents for nsset allocation and target allocation pumoses. The assct allocation for the PPL VEBA trusts, excluding LKE, and the
target allocation, by assct class, at December 31 are detailed below.

Turger Asset

Percentage of plan assets Allacatinn
2014 2013 2004
Asset Cluss
U.5. Equily securilies 45% 55% 45%
Drebt securities (n) 404, 41% 50%
Czsh nnd cash eguivalents (b) 24z 4ny 504
Total 10{84 Logt, 100%

(0)  Encludes commingled debt funds and debt securities,
(h)  Includes money market funds.

LKE's other postretirement benefit plan is invested primarily ina 401(h) account, as disclosed in the PPL Services Comorution Master Trust, with
insignificant amounts invested in money market funds within VEBA trusts for liquidity.

The fair value ofassets in the U.S. other postretirement benefit plans by asset class and level within the fair value hicrarchy was;

Decemlier 31, 20004 Becember 31, 2013
Fair Value Measurement Using Fair Value Mensurement Using
Total Luvel | Level 2 Level 3 Tutal Level | Level 2 Level 3

Money murket funds $ 93 9 5 12 3% 12
U.5. Equity securilies:

Large-cap 169 5 169 182 5 182

Commingled debt 136 136 H 104
Debt secutities:

Municipakities 33 33 36 36
Total VEDA trust assets, ut foir value 347 § 23 338 30 S 12 3 38
Recetvables and poyables, net (a) 1 1
401{h) nccount assets 136 R}

Total other postretiresment benefit plan
assets 8 s s 46

() Reccivables and payables represent smounts for invedtments sold/purchused but not yet settled along with interest and dividends earned but not yel received.

Investmenls in money market funds represent investments in funds that invest primanily in a divemsified portfolio of investment grade money market
instruments, including, bul not imited to, commereial paper, notes, repurchase agreements and other evidences of indebtedness with a maturity not
exceeding 13 months from the date of purchase, The primary
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objective of the fund is o high level of current income consistent with stability of principal and liquidity. Redemptions can be made daily on this fund.

[nvestments in large-cap equity sceutities represent investments in a passively managed equity index fund that invests in securties and a combinstion of
other cotlective funds. Fair value messurements are not obtained from a quoted price in an active market but are based on firm quotes of net asset values per
share as provided by the trustee of the fund, Redemptions can be made daily on this fund.

Investments in commingled debt sceurities represent investments in a fund that invests in a diversified pontfelio of investment grade long-duration fixed
income sccurities. Redemptions can be made weekly on these funds.

Investments in munijcipalities represent investments in a diverse mix of tax-exempt municipal securities. The fair value measurements for these securitics are
based on recently exceuted transactions for identical sceuritics or for similar securities,

IMlun Assets - LLK. Pensinn Plans (PPL)

The overall investment stretegy of WPD's pension plans is developed by each plan's independent trustees in its Statement of Investment Principles in
compliance with the UK Pensions Act of 1995 and other UK legisiation. The trustees' primary focus is to ensure that assets are sufficient 1o meet members'
benefits as they fall due with a longer temm objective to reduce investment risk. The investment simtegy is intended to maximize investment retums while
nat incurring excessive volatility in the funding position. WPD's plans are invested in & wide diversification of assct types, fund strategies and fund
managers; and therefore, have no significant concentration of risk. Commingled funds that consist entirely of debt securitics are traded as cquity units, but
treated by WPD as debt securities for asset allocation and target allocation purposes. These include investments in UK. comorate bonds and UK. gilts.

The asset allocation and target allocation at December 31 of WPD's pension plans are detsiled below,

Turpel Assel

Pereentuye al plan assets Allacation
2014 3 14
Assel Class
Cash and cash equivalents 1%
Equity securities
UK. 3% T %
European {excluding the U.K) kLI 5% 3%
Asinn-Pacific 2% 3% %
North Americun 3% 5% 3%
Emcrging morkets 9% 3% 9%
Cumrency 2% ™ 3%
Global Tuetical Asset Allocation 9 19% 0%
Debt securitics (a) 42494 40% 41%
Alternaotive investments 6% 6% 6%
Toul 100% 100% 100%
{8} Includes commingled debt funds.
The fair value of assets in the U.K. pension plans by asset class and Ievel withia the fair value hicrarchy was:
December 31, 2004 Pecember 31, 2013
Fu[r Vulue Measurement Uslag Fulr Value Measurement Uslpp
Totul Level | Level 2 Level 3 Total Level 1 Level 2 Level 3
Cash and cash equivalents 1 57 % 57 5 0% Hy
Equity securitics:
ULK. companies 239 5 239 523 267 § 256
European companies (excluding the LK) 198 194 355 375 #0
Asizn-Pacific compaonies 142 142 226 180 46
North American compuanies 204 B2 82 254 98
Emerging markets companies 309 309 411 126 285
Glabal Equities 397 397 161 161
Currency 190 190 4R35 485
Glebaol Tuctical Asset Allucation 2,263 2,263 1.384 1,384
Commingled debt:
UK. carporate bonds 436 436 504 504
UK. pilts 2,840 2,840 2426 2426

(15 )
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December 31, 2004 December 3, 2013

Falr Value Measurement Using Fair Value Mensurement L'sing
Totai Level ) Luevel 2 Level 3 Tatul Loeved 1 Level 2 Level 3
Allernative investments:
Real estate 436 436 447 447
Fair valve - U K. pension plans $ 1734 § 57 Y 7.677 5 72684 % 1,112 § h,172

Except for investments in real estate, the fair value measurements of WPD's pension plan assets are based on the same inputs and measurement technigues
used to measure the U.S. pension plan assets deseribed above.

[nvestments in equity securities represent actively and passively managed funds that are measurced against various equity indices. The Global Tactical Asset
Allocation strategy atiempts to benefit from short-term market incfficiencies by taking positions in worldwide markets with the objective to profit from
relative movements across those markets.

UK. componte bonds include investment grade corporate bonds of companies from divemsified UK. industres.

UK. gilts include gilts, index-linked gilts and swaps intended to track a portion ofthe plans' liobilitics.

Investments in real estate represent holdings in a UK unitized fund that owns and manages UK industrial and commercial real estote with a strtegy of
caming current rental income and achieving capital growth. The fair value measurement of the fund is based upon a net asset value per share, which is based
on the value ofunderdying propenics that are independenily eppriiscd in nccordunce with Royal Institution of Charterced Surveyors voluation standards at
least annually with quarterly valuation updates based on recent sales of similar properties, leasing levels, property operations and /or market conditions. The
fund may be subjcet to redemption restrictions in the unlikely event of a lanze forced sale in oxter to ensure other unit helders are not disadvantaged.

Expected Cash Flows - LLS, Befined Benefit Pluns (PPL)

PPL's U.S. defined bencefit pension plans have the option 1o utilize availuble prior year credit balances to mect current and future contribution
requirements. However, PPL contributed $175 miltion to its U.S. pensien plans in January 2015,

PPL sponsors varous non-qualified supplemental pension plans for which no assets are segregated from compomte assets, PPL expects to make approximately
$10 million of benefit payments under these pluns in 2015,

PPL is not required 10 make contributions to its other postretirement benefit plans but has historically funded these plans in amounts equal to the
postretirement benefit costs recognized. Continuation of this past practice wounld cause PPL to contribute $17 million to its other postretirement benefit
plans in 2013,

The following benefit payments, which refiect expected future service, as appropriate, are expected to be paid by the plans and the following federl subsidy
payments are expected 1o be received by PPL.

Uther Posretirement

Expected

Benefit Federal

Pensinn Payment Subsidy
2015 s 268 § 54 § 1
2016 iyl 56 1
2017 294 - 1
2018 308 60 1
209 323 62 |
2020-2024 1,749 326 3

(PPL Energy Supply)

The PPL Moniana pension plan has the option to utilize available prior year credit balances to meet current and future contribution requirements. However,
PPL Montana contributed $32 million to its pension plan in January 2015,

The following benefit payments, which reflect expected fnture service, as appropriate, are expected to be paid by the plans.
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Other
Penslon Postretirement

2015 $

26

2017

2018

2019

2020-2024 5

XD oe -] - n
E= I S R

(LKE)

LKE's defined benefit pension plans have the option 1o utilize available prior vear credit balances to meet current and future contdbution
requirements. However, LKE contributed $49 million to its pension plans in January 2015,

LKE sponsars various non-qualificd supplemental pension plans for which no asscts are segregated from corporate assets, LKE expects to make $3 million of
bencfit payments under these plans in 2015,

LKE is not required to make contributions to its other postretirement benefit plan but has historically funded this plan in amounts equul 1o the pestretirement
benefit costs recognized. Continuation of this past practice would canse LKE to contribute 513 million to its other postretirement benefit plan in 2015.

The following benefit payments, which reficet expected future service, as appropriate, arc expected to be paid by the plans and the following fedeml subsidy
payments are expected to be received by LKE,

Other Postretirement

Expected
Benchit Federal
Pension Puyment Subrsidy
2015 $ 60 § 4
2016 62 I4
27 67 15 § 1
2018 72 16
2019 i) 17
2020-2024 456 RE 24
(LGLE)
LG&E's defined benefit pension plon has the option to utilize available prior year credit balances to meet current and fisture contribution
requirements. However, LG&E contributed $13 million to its pension plan in January 20135,
The following benefit payments, which reflect expeeted future service, us appropriate, are expected to be paid by the plan.,
Pension
2015 $ 15
2016 16
2017 17
2018 18
2019 14
20202024 105

Expected Cash Flows - UK. Pension Plans (PPL)

The pension plans of WPD are subject to formal actuarial valuations cvery three years, which are used to determine funding requiretnents. Contribution
requirements for pedods aficr April 1, 2014 were evaluated in accordance with the valuations performed as of March 31,2013, WPB expccts to make
contributions of approximately $377 million in 2013, WPD s currently permitted to recover in rates approximately 64% of their pension funding
requirements for their primary pension plans, inereasing to approximatcly 80% in 2019,

The following benefit payments, which reflect expected future service, as approprinte, are expected ta be paid by the plans.
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Pension

2015 3 k6
2016 391
2017 395
2018 403
2019 409
2020-2024 2,118

Savings Pluns (AN Registrants)

Substantially all employces of PPL's domestic subsidiaries are eligible to participate in deferred savings plans (40 [(k)s). Employer contributions to the plans
were:

2014 2013 2012
PPL % 47 % 41 3 36
PPL Energy Supply 14 12 11
PPL Electric [} 4] 5
LKE 15 13 12
LG&E S5 7 [
KU 4 4] [}

(PPL, PPL Energy Supply and PPL Electric)
Employce Stock Ownership Plan

PPL sponsors a non-levermged ESOP in which domestic employces, excluding those of PPL Montana, LKE and the mechanical cantructors, arc enrolled on
the first day of the month following cligible employee status, Dividends paid on ESOP shares are treated as ordinary dividends by PPL. Under existing
income tnx laws, PPL is permitted to deduct the amount of those dividends for income tax purposes and to contribute the resulting tox savings (dividend-
based contribution)to the ESOP.

The dividend-based contribution, which is discretionary, is used to buy shates ol PPL's common stock and is cxpressly conditioned upon the deductibility of
the contribution for federal income tax purposes. Contributions to the ESOP are allocated to cligible participants' accounts us ofthe end of cach year, based
75% on shares held in existing panticipants' accounts and 25% on the cligible participants' compensation.

For 2014 and 2013, PPL did not record compensation expense related 1o the ESOP as no contribution was made. Compensation cxpense for ESOP
contributions was §8 million in 2012. This amount was offsct by the dividend-based contribution tax savings and had no impact on PPL's carnings.

PPL shares within the ESOP at December 31, 2014 were 7,053,754, or [% of tote! commeon shares outstan ding, und are included in all EPS calculations.
Separation Benelits

Cenain PPL subsidiarics provide scpamtion benefits to eligible employees. These benefits mauy be provided in the case of separations due to performance
issucs, loss of job related qualifications or organizational changes. Until December 1, 2012, cortain employces separated were eligible for cash severance
payments, outplacement services, accelerated stock award vesting, continuation of group health and welfare coverage, and enhanced pension and
postretirement medical benefits, As of December |, 2012, separation benefits for certain employecs were changed to eliminate accelerated stock awand
vesting and enhanced pension and postretirement medical benefits. Also, the continuation of group health and welfare coverage was replaced with a single
sum payment approximating the dollar amount of premium payments that would be incurred for continuation of group health and welfare

coverapge. Separation benefits arc recorded when such amounts are probable and estimable,

Sce Note 8 for a discussion of separation bencfits related 1o the anticipated spinofof PPL Encrgy Supply and Note 13 for a discussion of separation benefits
related to the one-time voluntary retirement window offered to certain bargaining unit employees as pant of the new three-year lubor agreement with IBEW
local 1600. Separation benefits were not significent in 2013 and 2012.



12, Jointly Owned Facilities

(41! Registranys except PPL Electric)

At December 31, 2014 and 2013, the Balance Sheets reflect the owned interests in the facilities listed below.

rel.

Decemiwr 31, 2114
Generating Plants

Susquehanna

Conemaugh

Reystone

Trimhble County Units 1 & 2
Merrill Creek Reservoir

December 31, 2003
Generuting Plunts

Susquehznng

Conemaugh

Keystone

Trimble County Units | & 2
Merrill Creek Reservaoir

PEL Enerpy Supply
Decenmber 31, 204 4
Generating Plants
Susquehanna
Conemaugh
Keystone

Merrill Creek Reservoir

December 38, 2013

Generating Plants
Susquchanna
Conemaugh
Keysione

Merrill Creek Reservoir

Decymber 31, 2014
Generating Plants
Trimble County Unit 1

Trimble County Unit 2

December 31, 2003
Generating Plants
Trimble County Unit |
Trimble County Unit 2
1G&E
December 31, 2004
Generating Plants
E.W Brown Units 6-7

Paddy's Run Unit 13 & E.W. Brown Unit §

Trimble County Unit |
Trimbiz County Unit 2
Trimble County Units 5-6
Trimble County Units 7-10
Cane Run Unit 7

Construction

Ownership Other Accumubated Work
Interest Elcetric Plamt Property Bepreckation in Pragress
9000% % 4,746 3591 % 157
16.25% 330 141 |
12,34% 213 102 2
75.00% 1,31 173 ot
B.37% 22 15
o0.00% § 4,686 3545 § 76
16.25% 247 131 63
12.34% 207 9] 2
T75.00%% 1,288 144 54
8.37% 2 16
90.00% $ 4,746 1591 8§ 117
16.25% RAli] 141 2|
12.34% 213 102 2
B3 &2 15
oo.0i § 4,686 3545 % 76
§6.25% 247 131 63
12.34%, 07 91 3
8.37% 22 1]
75008 § 309 51 8 59
75.00% 1,002 22 32
T500% 8 308 42 5 I8
75.00% CLit 102 16
38.00% § i) 10
53.00% 47 ?
75.00% k1] 51 § 59
14.25% 208 23 15
25.00%: 29 5
37.00% 70 11
23 00% H3



Canstroction

Ownership Other Accamutated Work
Interesy Eleetric Plan Property Depreciation in Progress
Decembpr 31, 2013
Generating Plants
E.W. Brown Units 6-7 38.00% % 40 $ 7 8 ]
Paddy's Run Usnit 13 & E.W. Brown Unit § 53.00% 46 5 1
Trimble County Unit ) 75.00% 308 42 18
Trimble County Unit 2 14.25% 20 19 14
Trimble County Units 5-6 29.00% 29 3
Trimble County Units 7-16 37.00% 09 i i
Cane Rus Unit 7 22.00% 91
December 31, 21114
Generating Plants
E.W. Brown Units 6-7 62.00% S 63 13 15 § 1
Paddy's Run Unit 13 & E.W. Brown Unit 5 47.00% 42 fi
Trimble County Unit 2 60 754 797 98 3
Trimble County Units 5-6 71.00% 70 1
Trimbl: County Units 7-10 63 .00% 120 13 1
Canc Run Unit 7 78.00% 403
December 31, 2003
Gencrating Planis
E.W. Brown Units 6-7 62.00% § 4 $ 11 s 2
Paddy's Run Unit 13 & E W Brown Unit 5 47.00%% 42 4 1
Trimble County Unit 2 60.75% THO B3 =]
Trimble County Units 5-6 71.00% k1 H]
Trimble County Units 7-10 63.00% 118 12 2
Cang Run Unit 7 78 00t 3t7

Each subsidiary owning these interests provides its own funding for its share of the facility. Each receives a portion of the tetal output of the genemting
plants equal to its percentage ownership, The share of fucl and other operating costs associated with the plants is inciuded in the comresponding operating
cxpenses on the Statements of Income.

In addition to the interests mentioned above, n1 December 31, 2014 and 2013, PPL Montana had a 50% ownership interest in Colstrip Units | and 2 and a
30% ownership intercst in Colstrip Unit 3, The book value of these ussets was not significant, At December31, 2014 and 2013, NorthWestern owned a 30%
interest in Colstrip Unit 4. PPL Montana and NorthWestem have o sharing agreement that govemns cach pany's responsibilities and rights relating to the
operation of Colstrip Units 3 and 4. Under the terms of that agreement, cach panty is responsible for 15% of the total non-coal operating and construction
costs of Colstrip Units 3 and 4, regardiess of whether a panticular cost is specific to Colstrip Unit 3 or 4, und is entitled (o take up to the same percentage of
the uvailable generation from Units 3 and 4.

13, Commnitments and Contingencies
Enerpy Porchases, Enerpy Sules and Other Commitments

Encrgy Purchase Commitments

(PPL and PPL Energy Supply)

PPL Encrgy Supply enters into long-term encrgy and energy related contracts which include commitments to purchase:

Max imum

Muturity
Contract Tvpe Date
Fuels (n) 2023
Limestone 2030
Natural Gos Storage 2026
Natural Gas Transportation 2032
Power, excluding wind w1l
RECs 2021
Wind Power 27

(v} PPL Encrgy Supply incurved pre-tax charges of $29 million during 26H 2 1o reduce its 2012 and 2013 conteacted conl deliveries. These charges were recorded to "Foel” on the
Statement of Income.
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(PPL, LKE, LG&E and KU)

LG&E and KLU enter into purchuse eontracts to supply the coal and natural pas requiremenis for genemtion facilities and LG&E's gas supply
operatians. These contraets include the following commitments:

Maximum

Maturity
Coniruct Txpe Date
Coal 2019
Coal Transportation and Fleeting Services 2024
Natural Gas Storage 2024
Natusal Gas Trunsportation 024

LG&E and KU have o power purchase agreement with OVEC expining in June 2040, Sce footnote (h)to the table in "Guarantees and Other Assurances”
below for information on the OVEC power purchase contract. Future oblipations for power purchases from OVEC are unconditional demand paymcenis,
comprised of annual minimum debi service payments, as well as contractually requined reimbursement of plant operating, maintenance and other expenscs as
follows:

LGEE Rl Tuatal
2015 $ 18 3 LI 26
2016 18 L] 26
2017 19 8 27
208 20 g 28
2019 2 10 33
Thereafier 510 226 736
b} 607 % 269 3 R76
In addition, LG&E and K1 had total energy purchases under the OVEC power purchase agreement for the years ended December 31 as follows:
2414 2013 212
LG&E b] 17 % 1B § 20
KL # L} b
Total 5 25§ % § 29

(PPL and PPL Eicciric)

In January 2013, the PUC approved PPL Electric's procurcment plan for the period June 2013 through May 2015, Te date, PPL Electric has conducted all of
its planned competitive solicitations. The solicitations include laycred shori-term full requirement products mnging from three months to 12 months for
residential and smull commerciat and industrial PLR customers as well as o recuming 12 month spot market product for large commercial and industrial PLR
customers. In April 2014, PPL Electric filed a new DSP with the PUC for the period June 1, 2015 through May 2017, The PUC subsequently approved the
plan on January 15,2015, The approved plan proposcs that PPL Electric procure this energy through competitive solicitations conducted twice cach plan
year beginning in April 2015,

(PPL Efcciric)
See Note 14 for information on the power supply agreements between PPL Energy Plus and PPL Electric.

Enerpy Sales Commitments

(PPL and PPL Encrgy Supply)

In connection with its marketing activities or hedging strategy for its power plants, PPL Encrgy Supply has entered into long-term power sales contracts that
extend inte 2020, excluding long-term rencwable encrgy agreements that extend into 2038,

(PPL Encrgy Supply)
Sec Note 14 forinformation on the power supply agreements between PPL EncrgyPlus and PPL Electric.
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Legal Mutters
(Al Registranis)

PPL and its subsidiaries are involved in legal proceedings, claims and 1itigation in the ordinary course ofbusiness. PPL and its subsidiaries cannot predict
the ouicome of such matters, or whether such matters may result in material linbilitics, unless otherwise noted.

WEKE Indemnification (PPL and LKE)

Sce footnote (g) to the table in "Guorantees and Other Assurances™ below for information on an LKE indemnity relating to its former WKE lease, including
refated legal proceedings.

{PPL and PPL Energy Supply)

Sierm Club Litigation

in July 2012, PPL Montana received a Notice of Intent to Sue (Notice) for violutions of the Clean Air Act at Colstrip Stenm Electric Station {(Colstrip) from
counsel on behalf of the Sierma Club and the Montana Environmentel Information Center (MEIC). An Amended Notice was received on September 4, 2013,
and a Second Amended Notice was received in October 2012, A Supplemental Notiee was reccived in December 2012, The Notice, Amended Natice, Sccond
Amended Notice and Supplemental Notice (the Natices) were all addressed to the Owner or Managing Agent of Colstrip, and to the other Colstrip co-owners:
Avista Comoration, Puget Sound Energy, Portland General Elcetric Company, Northwestern Energy and PacificCorp. The Notices atlege certain violations
ofthe Clean Air Act, including New Source Review, Title V and opacity requirements.

On March 6, 2013, the Siema Club and MEIC filed a complaint against PPL Montana and the other Colstrp co-owners in the U.S. District Court, District of
Montana, Billings Division. PPL Montanz operutes Colstrip on behal fof the co-owners. The complaint is generally consistent with the prior Notices and
lists 39 separate claims forrelicf. All but three ofthe claims allege Prevention of Significant Deteroration (PSD)-related violations under the federal Clean
Air Act for varous plant maintenance projeets completed since 1992, For each such project or sei of projects, there are seperte claims for fuiture to obtain a
PSD permit, for failure to obtain a Montana Air Quality Permit to operate afler the project(s) were completed and for operating after completion of such
project(s) without "Best Available Control Technology". The remaining three claims relate to the atleged failure to update the Title V operating permit for
Colstrip to reflect the alleged major modifications deseribed in the other clnims, allepe that the previous Title V compliance certifications were incomplete
becnuse they did not address the major plant modifications, and that numerous opacity violations have occurred at the plant since 2007, The complaint
requests injunctive relicfand civil penalties on averge of $36,000 per day per violation, including o request that the owners remediate environmental
damage and that $100,000 of the civil penatties be wsed for beneficial mitigation projects.

In July 2013, the Sicma Club and MEIC filed an additional Notice, identifying additional plant projects that nre alleged not to be in complianee with the
Clean Air Act and, in September 2013, filed an amended complaint. The amended complaint dropped all claims regarding pre-2001 plant projects, as well as
the plaintififs' Titte V and opacity claims, It did, however, add claims with respect to 1 number of post-2000 plant projects, which effectively increased the
number of projects subject to the litigation by about 40, PPL Montana and the other Colstrip owners filed a motion to dismiss the amended complaint in
October 2013. In May 2014, the court dismisscd the plaintifis' independent Best Available Control Technology claims and their Prevention of Significant
Deterioration (PSD) elaims for three projects, but denied the owners' motion to dismiss the plaintiffs' other PSD claims on statute of limitation grounds. On
August 27,2014, the Siem Club snd MEIC filed o second amended complaint. This complaint includes the same causes of netion anticulated in the first |
smended complaint, but alleges those claims in regard to only eight projects st the plant between 2001 and 2013. On September 26, 2014, the Colstrip
owners filed an answer to the sccond amended complaint. Discovery is ongoing, In January 20135, trinl as to liability in this matter was rescheduled to
November 16, 2015, A trinl date with respeet to remedies, ifthere is a finding of liability, has nat been scheduled. PPL Montana believes it and the other co-
owners have numerous defenses to the allegations set forth in this complaint and will vigorously assert the same. PPL Montuna cannot predict the ultimate
outcorne of this matter at this time,

Notice of Intent to File Suit

On October 20,2014, PPL Energy Supply received a notice letter from the Chesapeake Bay Foundation (CBF) alleging violations of the Clean Water Act and
Pennsylvania Clenn Streams Law at the Brunner Island genemtion plant. The letter
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was sent to PPL Brunner Island and the PADEP and is intended to provide notice of the alleged violations and CBFs intent to file suit in Federal court after
cxpiration of'the 60 duy statutory notice period. Among other things, the letter alleges that PPL Brunner Island failed to comply with the teans of its
National Pollutant Discharge Elimination Systermn permit and associnted regulations related to the application of nutricnt credits to the facility's discharges of
nitrogen into the Susquehanna River. The letter also alleges thut PADEP has filed to ensure that credits genenrted from nonpoint source pollution reduction
tctivities that PPL Brunner Islund applics to its discharges meet the cligibility and certification mequircments under PADEP's nutrient trading progrim
regulutions. if'a coun-approved settlement cannot be reached, CBF plans to seck injunctive relief, monetary penaltics, fees and costs of litigation. PPL and
PPL Enerzy Supply cannot predict the outcome of this matter,

roposed Legislation - Pacific Norhwest

In the first quarter of 2015, legislation was proposed in the State of Oregon to climinate, avertime, the sale ofclectricity in Oregon from coal-fired generating
facilitics, and in the State of Washington to provide a means of eost recovery to utility owners of coal-fired generating facilities who commit to retire such
facilitics. Both proposals are in their earliest stages of considerstion end PPL and PRL Energy Supply cannot predict whether any legislation secking to
achieve the objectives of the Oregon or Washington legistation will be enacted. Were such legislation to be enacted as proposed, such laws, either
individually or collectively, would not be expeeted to have o materia) adverse effect on PPL's or PPL Enerpy Supply’s financial condition or results of
operation.

(PPL, LKE and LGEE)

Cane Run Environmental Claims

On December 16, 2013, six residents, on behalf of themselves and others similarly situated, filed a class action complaint ageinst LG&E and PPL in the U.S,
District Count for the Western District of Kentucky alleging violations of the Clean Air Act and RCRA. In addition, these plaintiffs assert common law claims
of nuisance, trespass and negligence. These plaintifis seek injunctive rolief and civil penalties, plus costs and attorney fees, for the alleged statutory
violatjons, Under the common law claims, these plaintiffs scck monetary compensation and punitive damages for property damage and diminished property
values fora class consisting of residents within four miles of the plant. In their individual cupacitics, these plaintifis seck compensation for alleged ndverse
health effects. In response to a motion to dismiss filed by PPL and LG&E, on July 17,2014 the court dismissed the plaintiffs' RCRA claims and all but one of
its Clean Air Act claims, but declined to dismiss their common law ton claims. Upon motion of LG&E and PPL, the district court certified for appeliate
review the issuc of whether the state common taw cluims are preempted by federal statute. In December 2014, the U.S. Court of Appcals for the Sixth Circuit
issued an arder granting appellate review regarding issues to be presented by both parties. PPL, LKE and LG&E cannot predict the outcome of this matter or
the patential impact on operations of the Cane Run plent. LG&E has previously announced that it anticipates retiring the coal-fired units at Cane Run before
the end of 2015.

ill Creek Environmental Claims
In May 2014, the Sieera Club filed o citizen suit against LG&E in the U.S. District Coun forthe Westem District of Kentucky foralleged violations ofthe
Clean Water Act. The Sierra Club nileges that various discharges at the Mill Creck plant constitute violations of the plant's water discharge permit. The
Sierma Club secks civil penaities, injunctive relicf, plus costs and attomey's fees. PPL, LKE and LG&E cannot predict the outcome of this matter or the
potential impact on the operations of the Mill Creck plant but believe the plant is operating in compliance with the permits.
Regulutory Issues
(All Registrants except PPL Energy Supply)
See Note 6 for information on regulatory matters related to utility mte regulation,

Potential Impact ef Financial Reform Legislation (4# Registrants)

The Dodd-Frunk Act amended the Commodity Exchange Act (CEA) to include provisions that imposc regulatory reporting requirements formost over-the-
counter derivative trnsactions, and in the future will require many such trmnsactions to be executed through an exchange and to be centrally-cleared. The
Dodd-Frank Act amendments to the CEA also provide that the U.S. Commodity Futures Trading Commission (CFTC) may impose collateral (margin)
requirements for over-the-countet derivative tmnsactions that are not cleared, as well as establish speculative position limits for nonfinancial commodity
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derivatives and regulatory capital requirements for centain types of entities that enter into non-cleared swaps. The CFTC and the banking regulators continue
to finulize rules implementing the major provisions in the Dodd-Frank Act,

The Registrants are not required to register as cither "swup dealers” or "major swap participants” under the new regulatory regime. Consequently, the
Registrents are not subject to the extensive regulatory requirements upplicable to such registered entities, including Business Conduct Stundards and other
complex requirements under CFTC regulations. Nonetheless, the Dodd-Frank Act and implementing regulations have imposed on the Registrants additional
and costly compliance, reeordkeeping, reporting and documentation requirements.

In the future, the Registrants may be required to post additional colfateral (margin) for over-the-counter derivatives transactions that are not cleared. [n
addition, the Registrants could face significantly higher operating costs i they or their countcmpartics are subject (o centain regulations implementing the
Dodd-Frank Act which are expecied to be finalized during 2015, On January 12,2015, President Obama signed into law o broad legislative exemption from
the margin requirements for non-cleared swaps to which 1 commercial end-user is o counterparty. While the specifics of this new legislative exemption must
be reconciled with proposed but not yet finalized margin regulations, the Registmnts do not anticipate being subjeet to direct regulatory margin requirements
associated with theirnon-cleared swap trunsactions. lnstead, the Registrnts' swap counterpartics likely will continue to require posting of collaterl pnd
other forms of eredit support {subject to unsecured thresholds nnd industry-standand documentation) for certain of the Registrants’ non-cleared swap
activities,

Additionally, the regulatory burdens and costs that the Dodd-Frank Act regulations impose on market panicipants could limit the Registrnts’ non-cleared
swap transactions, or could cause decreased liquidity in the over-the-counter swap markets, as the CFTC's speculative position limits nules for nonfinanciat
commodity dervatives arc finalized and implemented, and as financial institutions and other market participants discontinue proprictary trading operations
ordealing activity in certain swaps markets. Such increased costs and decreased liquidity could make it more difficult for the Registrants to suceessfully and
cost-efficicntly meet commercial risk hedging targets. The Registrants will continue to evaluate the Dodd-Frank Act provisions of the CEA, and
implementing regulations, but could incur significant costs related 1o ongoing compliance with the law and regulations.

(PPL, PPL Enerygy Supply and PPL Electric)
cw Fersey Capacity Legjslation

In January 2011, New Jersey enacted a law that intervenes in the wholesale capacity market exclusively regulated by the FERC (the Act). To create
incentives for the development of new, in-state electricity generation facilitics, the Act implemented a long-tenn capacity agreement pilot program

(LCAPP). The Act requires New Jersey utilities to pay a guaranteed fixed price for wholesale capacity, imposed by the New Jersey Board of Public Utilities
(BPU), to certain new genemtors participating in PIM, with the ultimate costs of that guarantee to be bome by New Jersey mtepayers. PPL believes the intent
and eflect of the LCAPP is 1o encourage the construetion of new generation in New Jersey even when, under the FERC-approved PJM economic model, such
new generation would not be economic. The Act could depress capacity prices in PIM in the short term, impacting PPL Encrgy Supply's revenues, and hamm
the long-term ability ofthe PIM capacity market to encourage necessary pencration investment throughout PIM. In February 2011, the PIM Power Providers
Group (P3), en organization in which PPL is a member, filed a complaint before the FERC secking changes in PIM's capacity market rules designed to cnsure
that subsidized genertion, such as the generation that may result from the implementation ofthe LCAPP, will not be able to sct capacity prices anificially
low us a result of their exercise ol buyer market power. In April 2011, the FERC issued an order granting in part and denying in part P3%s complaint end
ordering chenges in PJM's capacity rutes consistent with a significant portion of P3' requested changes. Several parties filed appeats of the FERC's order. In
February 2014, the US. Count of Appeals for the Third Circuit upheld FERC's order, and the decision has become final.

In February 2011, PPL and several other gencrating companics and utilitics filed a complaint in U.S, District Court in New Jersey challenging the Acton the
grounds that it violates well-cstablished prineiples under the Supremacy snd Commercee clauses of the U.S. Constitution and requesting declarmtory end
injunctive relicfbarring implementation of the Aet by the BPU Commissioners. In October 2013, the U.S. District Cour in New Jersey issued n decision
finding the Aet unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate the wholesale
sale of cleetricity in interstate commeree. The decision was appealed to the U.S. Count of Appcals for the Third Circuit (Third Circuit)by CPV Power
Development, Inc., Hess Newark, LLC and the State of New Jersey (the Appellants). In September 2014, the Third Circuit affimed the District Court's
decision. In December 2014, the Appellants filed o petition for certiorari before the U.S. Supreme Court.
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Marvland Copacity Order

In April 2012, the Maryland Public Service Commission (MD PSC)ordered three electric utilities in Maryland to enterinto [ong-term contructs to support the
construction of new electricity generating facilities in Maryland, specifically a 661 MW naturl gas-fired combined—cycle generating facility to be owned by
CPV Maryland, LLC. PPL belicves the intent and effect of the action by the MD PSC is to encourage the construction of new genemtion in Maryland even
when, under the FERC-spproved PIM economic model, such new pencration would not be economic. The MD PSC action could depress capacity prices in
PIM in the short term, impacting PPL Energy Supply's revenues, and harm the long-term ebility of the PJM capacity market to encourage necessary
generation investment throughout PIM,

In April 2012, PPL and several other generting compunies filed a complaint in U.S. District Coun (District Count) in Maryland challenging the MD PSC
order on the grounds that it violates well-established principles under the Supremacy and Commerce clauses ofthe U.S. Constitution and requested
declomtory and injunctive relicfbarring implementation of the order by the MD PSC Commissioners, In September 2013, the District Court issued a decision
finding the MD PSC order unconstitutional under the Supremacy Clause on the grounds that it infringes upon the FERC's exclusive authority to regulate the
wholesale sale of electricity in interstate commerce. The decision was appealed to the U.S. Court of Appeals for the Fourth Circuit (Fourth Circuit) by CPV
Power Development, Inc. and the State of Maryland (the Appellants). In June 2014, the Founth Circuit affirmed the Distriet Conrt's opinion and subsequently
denied the Appeltants’ motion for rehearing. In December 2014, the Appellants filed a petition for certiorar before the U8, Supreme Cour,

Pacific Northwest Markets (PPL and PPL Energy Supplv)

Through its subsidiaries, PPL Energy Supply made spot market bilateral sales of power in the Pacific Northwest during the peried from Decermber 2000
through June 2001. Several parties subsequently claimed refunds at FERC s a result of these sales. In June 2003, the FERC terminated proceedings to
consider whether to omder refunds for spot market bilatera] sales made in the Pacific Northwest, including sales mede by PPL Montana, during the period
December 2000 through June 2001, In Awgust 2007, the U.S. Count of Appeals for the Ninth Circuit reversed the FERC's decision und ordered the FERC to
consider additionat evidence. In October 2011, FERC initiated proceedings to consider additional evidence. In July 2012, PPL Montana and the City of
Tacomi, onc of the two partics claiming refunds at FERC, reached o settlement whereby PPL Montana paid $75 thousand to resolve the City of Tacoma's $23
million claim. The sctilement does not resolve the remaining claim outstanding at December 31, 2014 by the City of Seattle for approximately $50

million. Hearings before a FERC Administrative Law Judge (ALJ) regarding the City of Scattle's refund claims were completed in October 2013 and bricfing
was completed in Januery 2014, In March 2014, the ALJ issued an initial decision denying the City of Scattle's complaint against PPL. Montana. The initial
decision is pending review by the FERC.

Although PPL and its subsidiaries belicve they have not engaged in any improper tmding or marketing practices affecting the Pacific Northwest markets, PPL
and PPL Energy Supply cannot predict the outcome of the above-described proceedings or whether any subsidiaries will be the subject of any additional
governmental investigations or named in other lawsuits or refund proceedings. Cansequently, PPL and PPL Enerpy Supply cannot estimate o range of
reasonebly possible losses, ifany, related to this maiter.

(Al Registranis)

FERC Market-Based Rate Authority

In 1998, the FERC authorized LG&E, KU and PPL EnergyPlus to make wholesale sales of clectricity and related products at market-based rates. In those
orders, the FERC directed LG&E, KU and PPL EncrgyPlus, respectively, to file an updated market anelysis within three years after the onder, and every three
years thereafier. Since then, periodic market-based mte filings with the FERC have been made by LG&E, KU, PPL EncrgyPlus, PPL Electric, PPL Montana
and most of PPL Genention's subsidiaries, In December 2013, PPL and these subsidiaries filed market-based raie updates for the Eustern and Western
regions, In Junc 2014, the FERC accepted PPL's and its subsidiaries' updated market poweranalysis finding that they qualify for continucd market-based rate
authority in the Western region. In November 2014, the FERC accepted PPL's and its subsidiaries' updated market power analysis finding that they qualify
for continued market-based mic authority in the Eastern region.



Electricity - Reliability Standards

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

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

LG&E, KU, PPL Electric and certain subsidiarics of PPL Energy Supply monitor their complisnce with the Relinbility Sizndards nnd continue to sclf-repont
poteniial violations of certain spplicable reliability requirements and submit accompanying mitigation plens, as required. The resolution of a number of
potential violations is pending. Any Regional Reliability Entity (including RFC or SERC) dctermination concerning the resolution of violations of the
Reliability Standards remains subject to the approval of the NERC and the FERC.

In the course of implementing their progmms to ensure compliance with the Reliability Standands by those PPL affiliates subject to the stnndards, certain
other instances of potentiul non-compliance may be identified from time to time. The Registmnts cannot predict the outcome of these matters, and cannot
estimate a range ofreasonably possible losses, if any.

In October 2012, the FERC initiated its considerution of proposed changes to Relinbility Standards to address the impacts of geomegnetic disturbances on
the reliable operation of the bulk-power system, which might, among other things, lead to o requirement to install equipment that blocks geomagnetically
induced cumrents on implicated transformers. On May 16, 2013, FERC issued Order No. 779, requiring NERC (o submit two types of Relinbility Standards for
FERC's approval. The first type would require cestain owners and operators of the nation’s clectricity infrastructure, such as the Registrants, 1o develop and
implement operational procedures to mitigate the effccts of geomagnetic disturbances on the bulk-power system. This NERC proposed standard was filed by
NERC with FERC for approval in Junuary 2014, and was approved on June 19,2014, The sccond type is to require owners and operators of the bulk-power
system to assess certain geomagnetic disturbance events and develop and implement plans to protect the bulk-power system from those events. This propaosal
was filed by NERC with FERC for upproval by January 22, 2015 and is pending considertion by FERC, The Registrants may be required to make
significant expenditures in new equipment or modifications to their facilitics 10 comply with the new requirements. The Registrants are unable 1o predict the
amountofany cxpenditures that may be required as a result of the adoption of any Reliability Standards for peomagnetic disturbances.

Environmental Matters - Domestic
(Al Registrants)

Due to the environmental issues discussed below or other environmenial matters, it may be necessary for the Registrants to modify, curtail, replace or eease
operation of certain facilities or performance of certain operations to comply with statutes, regulations and other requirements ofregulatory bodics or
cours. In addition, legal challenges to new envirenmental permits orrules add to the uncerainty of estimating the future cost of these permits and nules.

LG&E and KU are entitled 10 recover, through the ECR mechanism, certain costs of complying with the Clean Air Act, s amended, and those federal, state or
loc] envionmental requirements appliceble to coal combustion wastes and by-products from facilitics that penerate electricity from coal in accordance with
approved compliance plans. Costs not covered by the ECR mechanism for LG&E and KU and all such costs for PPL Electric arc subject to rate recovery
before the companics' respective stute regulatory authoritics, or the FERC, if applicable. Because PPL Electric does not own any generating plants, its
exposure to reluted environmental complisnce costs is reduced. As PPL Energy Supply is not o rate-regulated entity, it cannot seck to recover environmental
compliance costs through the mechanism of rte recovery. PPL, PPL Electric, LKE, LG&E and KU can provide no assurances as to the ultimate outcome of
future environmental or rate proceedings before regulatory suthorities.
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(Al Registrants exeept PPL Electric)
Air
CSAPR

The EPA's CSAPR addresses the inferstate transport of fine panticulates and ozone. In accordance with an October 2014 ULS. Count of Appeals decision,
CSAPR establishes interstate nllowance trading programs for sulfur diexide and nitrogen oxide emissions from fossil-fucled plants in two phases: Phase |
commenced in January 2015 nnd Phase 2 commences in 2017, Sulfur dioxide emissions arc subject to an annual trading program ond nitrogen oxide
emissions are subject to annual and ozone scason programs. Oml arguments pertaining to outstanding challenpes to the EPA's CSAPR will be heard before
the D.C. Circuit Court on February 25,2015,

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

National Ambient Air Quality Standardy

In 2008, the EPA revised the National Ambicnt Air Quality Standard forozone. As a result, states in the ozone trnsport region (OTR), including
Pennsylvania, are required by the Clean Afr Act to impose additional reductions in nitrogen oxide emissions based upon reasonnbly availuble control
technologics. The PADEP is expected to finalize o rule in early 2015 requiring nitrogen oxide reduetions for fossil-fueled plants. The EPA proposed to
further strengthen the ozone stendard in November 2014, which could lead to further nitrogen oxide reductions, particulary for PPL, PPL Encrgy Supply,
LKE, LG&E, and KU fossil-fucled plants within the OTR. The EPA is under count order to finalize the standard by October 1,2015. States are also obligated
to address intersiate transport issues associated with new ozone standards through the establishment of "good neighbor” state implementation plans for those
states that are found to contribute significantly to another siates' non-attainment. The EPA recently sent a policy memo to state apencics to fucilitate the
development of these plans, including modeling data showing which states are contributing. The implementation of such plans could have an impact on the
structure und stringency of CSAPR Phase 2 reductions (discussed above).

In 2010, the EPA finalized a new National Ambient Air Quality Standard for sulfur dioxide and required states to identify areas that meet those standands and
arcas that arc in "non-attainment”. In July 2013, the EPA finalized non-attainment designations for pars of the country, including past of Yeilowstone
County in Montana (Billings arca) and pan of Jefferson County in Kentueky. Attainment must be achicved by 2018, States are working to finalize
designations for other areas and in Apal 201 4, the EPA proposed timeframes for completing these designations. PPL, PPL Energy Supply, LKE, LG&E and
KU anticipate that some of the measures required for compliance with the CSAPR (as discussed above), or the MATS, or the Regional Haze Rules (as
discussed below), such as upgraded ornew sulfur dioxide scrubbers at centain plants and, in the case of LG&E and KU, the previously announced retirement
of coal-fird gencrating units at the Cane Run, Green River and Tyrone plants, will help to achicve compliance with the new sulfur dioxide standard. If
additional reductions were to be required, the financial impact could be significant. The shon-term impact on the Corette plant from the EPA's final
designation of part of Yellowstone County in Montana as non-attuinment (as noted above) is not expected to be significant, as the plant's operations will be
suspended by April 2015 and the plant is expected to be retired in Angust 2015. In addition, MDEQ recently submitted a request to the EPA fora
determination that this area is in attainment. [fthe EPA agrees with this request, then the deadlines associated with non-attainment would be suspended.

In December 2012, the EPA issued final rules that tighten the annual Notional Ambicnt Air Quality Standard for fine particulates. The rules were challenged
by industry groups, und in May 2014 the D.C. Circuit Court upheld them. On January 15,2015, the EPA published a final rule establishing area designotions
under the standard. Non-attainment arcas in Pennsylvania and Kentucky were identified. PPL Encrgy Supply plants in Pennsylvania are not expected to be
required to make further reductions towards achieving attainment. In Kentucky, mitigation in Jefferson County is expeeted to be supported by projects
already underway at Cance Run and Mill Creck and in Northern Kentucky by projects at Ghent and Trimble County. States have until 2021 to achicve
attninment in non-attainment arens.

Until final rules are promulgated, non-attainment desighotions are finalized and state complianee plans sre developed, PIL, PPL Energy Supply, LKE, LG&E
and KU cannot predict the uftimate outcome of the new National Ambicnt Air Quality standards for ozone, sulfur dioxide and pariculatc matter.
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MATS

In February 2012, the EPA finalized the MATS rule requiring reductions of mescury and other hazardous air pollutants from fossil-fuel fired power plants,
known as the MATS, with an effective date of April 16,2012, The rule was challenged by industry groups and states and was upheld by the D.C. Circuit
Court, in April 2014. On November 25,2014, the U.S. Supreme Court granted a petition for review of the rule, The rule provides for o three-ycar complisnce
deadiine with the potential for o onc-year extension as provided under the statute. LG&E, KU and PPL Encrzy Supply have received compliance extensions
for centain planis,

At the time the MATS rufc was proposed, LG&E and KU fited requests with the KPSC for environmental eost recovery based on their expected need to instal]
environmentat controts including chemical additive and fabrie-fitter baghouses to remove air pollutants. Recovery of the cost of eentain controls was granted
by the KPSC in December 2011, LG&E's and KUPs anticipated retiement of centain coal-fired electricity generating units located at Cane Run and Green
Riveris in response to MATS and other envimonmental regulations. The retirement of these units is not expected 1o have o meterinl impact on the financial
condition or results of operations of PPL, LKE, LG&E or KU,

With respect to PPL Encrgy Supply's Pennsylvania plants, PPL Encrgy Supply believes that instailation of chemical additive systems and other controls may
be neeessary o centoin coal-fircd plants, the capitai cost of which is not expeeted 1o be significant. PPL Encrzy Supply continues 1o analyze the potentio)
impact of MATS on operating costs. With respect to PPL Energy Supply's Montane planis, modifications to the air poliution controls instailed at Colstrip are
required, the cost of which is not expected to be significant. Opemtions will be suspended at the Corette plant by April 2015 and the plant is expected to be
retired in August 2015 due to expected market conditions and the costs to comply with the MATS requirements. The Corette plant asset group was
determined to be impaired in December 2013, See Note 16 for additiona] information.

PPL Encrzy Supply, LG&E and KU are conducting in-depth reviews of the EPA's recent emendments to the finat rule and certain proposed corrections, none
of which are currently expeeted to be significant,

Regional Haze and Visibility

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

The primary power plant cmissions affecting visibility are sulfur dioxide, nitrogen oxides and paniculates. To date, the focus of regional haze regulation has
been the western U8, As for the castern U.S,, the EPA had determined that region-wide reduetions under the CSAPR trading program cowid, in most
instances, be utilized under state progrmms to satisfy BART requirements for sulfur dioxide and nitrogen oxides. However, the EPA's determination is being
challenged by environmental groups and others.

LG&E's Milt Creck Units 3 and 4 are required to reduce selfuric neid mist cmissions because they were determined to have o significant regional haze
impact. These reductions are required in the regional haze state implementation plan that the Kentucky Division for Air Quality submitted to the
EPA. LG&E is cumently installing sorbent injection technotogy to comply with these reductions, the costs of which are not expected 1o be significunt.

in Montana, the EPA Region 8 devetoped the regionai haze plan as the MDEQ declined to do so. The EPA finalized the Federal Implementation Plan (FIP)
for Montana in September 2012, The final FIP assumed no additional controls for Corette or Colsttip Units 3 and 4, but proposed stricter limits for Corette
und Colstrip Units | and 2. PPL Energy Supply is meeting thesc stricter permit limits at Coretie without any significant changes to operations, although
other requirements have led to the planned suspension of opertions at Coretle by April 2015 (see "MATS" discussion above). Under the final FIP, Colstrip
Units I and 2 may requirc additional controls, including the possible installation of an SNCR and othertechnology, to meet more stringent nitrogen oxides
and sulfur dioxide limits. The cest of these potestiol additional controls, if required, could be significant. Both PPL and envirormental groups have
sppealed the final FIP to the US. Coun of Appeals for the Ninth Circuit, oml argument was heard in May 2014, and the panies arc awaiting a decision.
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New Source Review (NSR)

The EPA has continued its NSR enforcement efforts tarzeting coal-fired gencrating plants. The EPA has asscried that modification of these plants has
increased their emissions and, consequently, that they are subject to stringent NSR requirements under the Clean Air Act, In Apri] 2009, PPL rcecived EPA
information requests for its Montour and Brunner Island plants, but has received no further communications from the EPA since providing its responscs. In
Junuary 2009, PPL, PPL Energy Supply and other companies that own or operate the Keystone plant in Pennsylvania received 2 notice of violation from the
EPA alleging that certain projects were undertaken without proper NSR compliance. The companies responded to the EPA and the matter remains open. In
May and November 2012, PPL Montana reccived information requests from the EPA reganding projects undertaken during a Spring 2012 maintenance
outage at Colsirp Unit 1. The EPA requests remain an open matter. In September 2012, PPL Montana received an information request from the MDEQ
regurding Colstrip Unit | and other projects. MDEQ formally suspended this request on June 6, 2014 in consideration of pending litigation (sec "Legal
Matters - Siemra Club Litigation" abave). PPL and PPL Energy Supply cannot predict the outcome of these matters, and cannot cstimate a range of reasonably
possiblc losses, if uny.

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

If PPL subsidiarics are found to have vielated NSR regulations by significantly increasing poltutants through a major plant modification, PPL, PPL Encray
Supply, LKE, LG&E and KU would, smong other things, be required to meet siringent permit limits reflecting Best Available Control Technology (BACT)
for poltutants meeting the National Ambicnt Air Quality Standards (NAAQS) i the arca and rflecting Lowest Achicvable Emission Rates for pollutants not
meeting the NAAQS in the area. The costs to meet such limits, including instaltation of techinology at certain units, could be material,

TC2 Air Permit (PPL, LKE, LG&E and K1)

The Sierra Club and other environmental groups petitioned the Kentucky Environmental and Public Protection Cabinet to overtum the air permit issued for
the TC2 baseload coal-fired pencerating unit, but the agency uplield the penmit in an order issued in September 2007, In responsc to subsequent petitions by
environmental groups, the EPA ordered certzin non-materinl changes to the permit which, in Junuary 2010, were incomporated into a final revised permit
issued by the Kentucky Division for Air Quality. In March 2010, the envimnmental groups petitioned the EPA to object to the revised state permit, Until the
EPA issucs a final rmuling on the peading petition and all availabte appeals are exhavsted, PPL, LKE, LG&E and KU cannot predict the onicome of this matier
orthe potential impact on plant operations, including inereased copital costs, if any.

Climare Change
(All Registrants)

As a result of the April 2007 U.S. Supreme Court decision thot the EPA has authority underthe Clean Air Act 1o regulate carbon dioxide emissians from new
motor vehicles, in April 2010 the EPA and the U.S. Department of Transportation issued new light-duty vehicle emissions standards that applied beginning
with 2012 modc! year vehicles. The EPA also clurified that this standard, beginning in 2011, authorized regulotion of carbon dioxide emissions from
stationary sources under the NSR and Title V operating permit provisions of the Clean Air Act. The EPA's rules were challenged in court and on June 23,
2014 the U.S, Supreme Court ruled thet the EPA has the authority to regulate carbon dioxide emissions under these provisions ofthe Clean Air Act but only
for stationary sources that would otherwise have been subject to these provisions duc (o significant increnses in emissions of other pollutants. As o result, any
new sources or major modifications to an cxisting GHG source causing n net significant increase in catbon dioxide cmissions must comply with BACT permit
limits for carbon dioxide if it would otherwise be subject to BACT or lowest achicvable emissions rate limits duc 1o significant increases in other pollutants,

In Junc 2013, President Obama released his Climate Action Plan that reiterutes the goal of reducing GHG emissions in the U.S. "in the mnge of" 17% below
2005 levels by 2020 through such actions as regulating power plant emissions, promoting increased usc of renewables and clean energy technology, and
establishing more mstdctive energy cifficicney standends. Additionally, the Climate Action Plan calls for the U.S. to prepare for the impacts of climate
change. Requirements related to this could affect the Registrants and others in the industry as modifications may be needed to electricity delivery systems to
itmprove the ability 1o withstand major storms in order 1o meet thosc requirements. As firther deseribed above, the EPA has proposed rules pursuant to this
dircetive, which it expects to finalize in the sccond orthird quarterof 2015, The EPA lias aiso announced that it will be developing a federal implementation
plen which would apply to any states that fail to submit an acceptable state implementation plan. The Administration's increase in its estimate of the "social
cost of cartbon” (which is
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used to caleulate benefits associated with proposed regulations) from $23.8 to $38 per metric ton for 2015 may also lead 10 more costly repulatory
requirements.

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

The EPA has also issued proposed regulations addressing carbon dioxide emissions from existing power plants. The existing plant proposal contains state-
specific ratc-based reduction goals and guidclines for the development, submission and implementation of state plans to achieve the state zoals. State-
specific goals were caleulated from 2012 data by applying EPA's broad interpretation and definition of the Best System of Emission Reduction resulting in
stringent targets to be met in two phases (2020-2029 and 2030 and beyond). The regulation of carbon dioxide emissions from existing power plants could
have a significant industry-wide impoet depending on the structure and stringeney of the final rule and state implementation plans.

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

{PPL and PPL Encrgy Supply)

Based on the stringent GHG reduction requirements in the EPA's proposed rule for cxisting plants, and bused on information gained from public input, the
PADEP is no longer expecting to achieve all required GHG reductions by solely increasing efficiency at existing fossil-fucl plants and/or redueing their
gencration as sct forth in the PADEP's April 10, 2014 white paper. On October 23, 2014, the Governor of Peansy lvania signed into law Act 175 of 2014,
requiring the PADEP to obtain General Assembly approval of any state plan addressing GHG emissions under the EPA's GHG rules for existing plants. The
law includes provisions to minimize the exposure to a feder implementation plan duc to legisiative delay.

The MDEQ, at the request of the Govemor of Montana, has issued o white paper outlining possible regelatory scenarios to implement the EPA's proposed
GHG rule for existing plants, including a combination ofincreasing energy cfficiency at coal-fired plants, ndding more low- znd zero-cerbon generation, and
carbon scquestration ot Colstrip. The white paper was made public in September 2014 and the MDEQ has held public meetings to present the white paper
and gether comments, Legislation is also being drafted which would require legislative spproval of any related plan formulated by MDEQ. PPL und PPL
Energy Supply cannot predict the outcome of this legisiation.

(PPL, LKE, LG&E and KU}

In April 2014, the Kentucky General Assembly passed fegislation which limits the measures that the Kentucky Energy and Environment Caobinet may
consider in setting performance standards to comply with the EPA's regulutions goveming GHG emissions from cxisting sources. The legislntion provides
that such state GHG performance standards shall be based on emission reductions, cfficiency measures, and other improvements available at each power
plant, mther than renewable energy, end-usc enenry efficiency, fucl switching and re-tispatch. These statutory restrictions may make it more difficult for
Kentucky to achicve the GHG reduction levels which the EPA has proposcd for Kentucky.

{All Registrants except PPL Electric)

A number of lawsuits have been filed assening common law claims including nuisance, trespass and negligence ngainst various companies with GHG
cmitting plants und, although the decided cases 1o date huve not sustaincd claims brought on the basis of these theories of linbility, the law remains unsettled
on these claims. In September 2009, the U.S. Court of Appcals for the Second Circuit in the case of AEP v. Connecticut reversed a federal district court's
decision and ruled that several states and public interest groups, as well as the City of New York, could sue five electric utility companics under federal
common low for allegedly causing a public nuisance a5 a result of their emissions of GHGs. In June 2011, the 118, Supreme Count ovenurmed the Second
Circuit und held thot such federl common law claims were displaced by the Clean Air Act and regulatory actions of the EPA. In addition, in Comer v.
Mumhy 0il (Comer case), the U.S. Court of Appeals for the Fifth Circuit (Fifth Circuit) declined to overtum a district court ruling that plaintifis did not have
stending to pursue state common law claims agninst companies that emit GHGs. The complaint in the Comer case named the previous indirect parent
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of LKE as 2 defendant based upon emissions from the Kentucky plants. In January 2011, the U.S. Supreme Court denied a petition to reverse the Fifih
Cireuit's uling. In Moy 201 1, the plaintiffs in the Comer case filed a substantinlly similar complaint in federal district court in Mississippi against 87
compunies, including KU and threc other indirect subsidiaries of LKE, under o Mississippi statute that allows the re-filing of an action in certain
circumstances. In March 2012, the Mississippi fedeml district count granted defendants’ motions to dismiss the state common law claims. Plaintiffs appealed
to the U.S. Court of Appeals for the Fifih Circuit, and in Muy 2013, the Fifth Circuit affirmed the district court's dismissal of the case. Additional litigation in
federl and state courts over such issues is continuing, The Registrants cannot predict the outcome of these lawsuits or estimate a range of reusonably
possible losses, ifany.

112014 and 2013, PPL's power plants emitted npproximately 62 million tons of carbon dioxide, The 2014 totals reflect 26 million tons from PPL Encrgy
Supply's plants, and |18 million tons ench from LG&E's and KU's genemting ficets. All tons are U.S. short tons {2,000 pounds/ton),

Renewable Energy Legislation
(PPL, PPL Energy Supply and PPL Elcctric)

In Pennsylvania, o co-sponsorship memo is being circulated with the stated intent of introducing legislation increasing AEPS solar and Ticr I targets, PPL,
PPL Encrgy Supply and PPL Elcctric cannot predict the outcome of this legislative effort.

{(PPL and PPL Encrgy Supply)

In New Jersey, a bill (8-1475) has been introduced to increase the cumrent Renewable Portfolio Stendard (RPS) to 30% from Class 1 sources by 2020, The
chairman of the Sennte Environmental Committee convened a workgroup fo took at further changes to New Jersey's RPS law to cnable New Jersey 1o meet
emissions goals established in the state's Global Warmming Response Act, A bill (8-2444) was subsequently introduced to mandate that 80% of New Jersey's
electricity be generated from renewnble resources by 2050. PPL and PPL Energy Supply cannot predict the outcome of this legislation.

(Al Registranis)

The Registrants believe there are finencinl, regulatory and operational uncertminties related to the implementation of renewable energy mandates that will
need to be resolved before the impact of such requirements on them can be estimated. Such unceraintics, among others, include the need to provide beck-up
supply to augment intennittent renewable gencration, potential generation over-supply and dewnward pressure on encrgy prices that could result from such
rencwable generation and back-up, impacts to PIM's capacity market and the nced for substantial changes to transmission and distribution systems to
accommodate renewable encrgy sources. These uncertainties are not direetly sddressed by proposed [cgislation. PPL and PPL Encrpy Supply cannot predic
the eiffect on their competitive plants’ future competitive position, results of operation, cash flows ead financial position of rencwable energy mandates that
may be adopted, although the costs to implement and comply with any such requirements could be significant.

Water/Waste
Coal Combustion Residualy (CCRs) (All Registrants excepr PPL Electric)

In June 2010, the EPA proposcd two approaches to regulating the disposal and management of CCRs (a5 cither hazardous or non-hazardous) under the
RCRA. CCRs include fly ash, bottom ash and sulfur dioxide scrubber wastes, On December 19, 2014, the EPA issued its pre-publication version of the rule
regulating coal combustion residunls (CCRs), impesing extensive new requircments, including location restrictions, design and operating standards,
goundwater monitoring and comective action requirements and closure und post-closure care requirements on CCR impoundments and fandfills that are
located on active power plants and are not closed. Under the rute the EPA will regulute CCRSs as non-hazardous under Subtitle Dof RCRA and allow
beneficial use of CCRs, with some restrictions, The CCR Rule wilt become effective six months aficr publication in the Federal Register with publication
expected in carly 2015, This self-implementing rule requires posting of compliance documentation on a publically accessible website and is enforced
through citizen suits. This new seporate federal rule is expected to ereate conflicts with the existing state rules, permits, and complisnce orders from the
individual states. PPL expects that its plants using surfsce impoundments for management and disposal of CCRs or the past management of CCRs and
continued usc to manage waste waters will be most impacted by this rule, The rule's specific closure requirements for CCR impoundments and lundfills may
require increases 1o AROs for these facilities ot the Registrants' conl-fired plants.
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PPL, PPL Encrgy Supply, LKE, LG&E and KU cannot predict how this mbe will impact their fagilitics, but the financial and operational impact could be
significant.

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

In May 2011, LG&E submitted un spplication lor o special wasie landfill permit to handle CCRs generated at the Trimble County plant. Afler extensive
review of the permit application in May 2013, the Kentucky Division of Waste Management denied the pennit application on the grounds that the proposed
facility would violate the Kentucky Cave Protection Act because it would climinate an on-site karst feature considered to be a cave. After assessing
additional options for managing coal combustion residuals, in January 2014, LG&E submitted to the Kentucky Division of Waste Management o landfill
permit application for on altemate site adjacent to the plant. LG&E has also applied for other necessary repulatory approvals including s dredge and fill
permit from the U.S. Army Corps of Engincers, in which proceeding the EPA has submitted cenain comments or data requests to which LG&E and KU are
responding. PPL, LKE, LG&E and KU arc unable to determine the potential impact of this matier until all permits are issued and any resulting legal
challenges are concluded.

Seepages and Groundwaier Infiltration - Pennsvlvania, Montana and Kemtuoeky
(Al Registranis excepr PPL Electrie)

Secpages or groundwater infiltration have been detected at active and retired wastewater basins und landfills at various PPL, PPL Energy Supply, LKE, LG&E
and KU plants, PPL, PPL Energy Supply, LKE, LG&E and KU have completed or are completing asscssments of seepages or groundwater infiltration at
various facilities and have completed or are working with agencies to respond to notices of violations and implement assessment or abatement measures,
where required orapplicable. A moge of easonably possible lesses cannot cumently be estimated.

(PPL and PPL Energy Supplvi

In August 2012, PPL Montana entered into an Administrative Onder on Consent (AOC) with the MDEQ which establishes o comprehensive process to
investigate and remediate groundwater seepage impacts reluted to the wostewater facilities et the Colstrip power plant. The AOC requires that within five
years, PPL Montana provide financial nssurance 10 the MDEQ [or the costs associated with closure and future monitering of the waste-water treatment
facilities. PPL Montana cannot predict at this time iT the actions required under the AOC will create the need to adjust the existing ARO related to these
facilitios,

In September 2012, Earthjustice filed an affidavit pursuant to Montana's Major Facility Siting Act (MF5A) that sought review of the AOC by Montana's
Board of Environmental Review (BER ) on behalf of the Sicmma Club, the MEIC and the National Wildlife Federation. In September 2012, PPL Montana filed
en clection with the BER to have this proceeding conducted in Montana state district cournt as contemplated by the MFSA. In October 2012, Eanthjustice
filed o petition for review ofthe AOC in the Montana state district court in Rosebud County. This matter was staycd in December 2012, In Aprl 2014,
Eanhjustice filed a motion for feave 10 amend the petition for review and to 1ift the stay which was granted by the count in May 2014. PPL Montana and the
MDEQ responded to the amended petition and filed panisl motions to dismiss in July 2014, which were both denied in October 2014, Discovety is ongoing,
and a beneh trial is set for April 2016.

(Al Registrants except PPL Electric)
Clean Water Act 316(h}

The EPA's final 316(b) rule for existing fucilitics beeume effective on October 14, 2014, and regulates cooling water intake structures and their impact on
aquatic organisms. States are allowed considereble authority to make site-specific determinations under the mle. The rule requires existing facilities to
choose between several options to reduce the impact to aquatic organisms that become trapped against water intake screens (impingement) and to determine
the intoke structure's impact on aquatic organisms putled through a plant's cooling water system (entminment). Plants already equipped with closed-cyele
cooling, an acceptable option, would likely not incur substantial costs. Once-through systems would likely require additional technelogy to comply with
the ule. Miit Creck Unit | and Brunner Istand (all units) are the only units expected 1o be impacted. PPL, PPL Energy Supply, LKE, LG&E and KU are
evaluating complisnce strategies but do not presently expect the compliance costs to be material,
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Effiuent Limirations Guidelines (ELGs) and Standards

In June 201 3, the EPA published proposed regulations to revise discharge limitations for steam clectric genemtion wastewater permits. The proposed
limitations are bused on the EPA review of available treatment technologies and their capacity for reducing pollutants and include new requirements for fly
ash and bottom ash trnspont water and metat cleaning waste waters, as well as new limits for scrubber wastewater and landfill lcachate. The EPA's proposed
ELG regulations contain requirements that would affect the inspection and operation of CCR facilitics if finalized as proposed. The EPA has indicated that it
will coordinate these regulations with the regulation of CCRs discussed above. The proposal contains altemative approaches, some of which could
significantly impact PPL's coal-fired plants, The final regulation is expected to be issued by the thind or fourth quanter of 2015. At the present time, PPL, PPL
Energy Supply, LKE, LG&E und KU are unable to predict the outcome of this matter or cstimate o mnge of reasonably possible costs, but the costs could be
significant. Pending finalization of the ELGs, centain states (including Pennsytvanis und Kentucky) and environmental groups arc proposing more stringent
technology-based limits in permit rencwals. Depending on the final limits imposcd, the costs of compliance could be significant and costs could be imposed
ahead of federal timelines,

(Al Registrants)
Waters of the United Stares (IWOTUS)

On April 21, 2014, the EPA and the U.S. Army Coms of Engincers (Army Coms) published a proposed rule defining WOTUS that could greatly expand the
federul government's interpretation of what constitutes WOTUS subject to regulation under the Clean Water Act. If the definition is expanded as proposed by
the EPA and the Army Corps, permits and other regulutary requirements may be imposed for many matters presently not covered (including vegetation
management for transmission lines and activities affecting storm water conveyances and wetlands), the implications of which could bc significant. The EPA
plans to make certain changes to the propesed regulation based on comments reecived. The US. House and Senaie are considering [egislation to block this
regulation, Until a final rule is issued, the Registrants cannot predice the outcome of the pending rulemaking.

Other fssues

The EPA is reassessing its polychlorinated biphenyls (PCB)Y regulations under the Toxic Substance Control Act, which currently allow certain PCB articles to
remuin in usc, In April 2010, the EPA issued an Advanced Notice of Proposed Rulemaking for changes to these regulations, This rulemaking could lead 10 1
phase-out of all or somc PCB-containing cquipment. The EPA is planning to propose the revised regulations in 2015, PCBs are found, in varying degrees, in
all of the Registrants' operations. The Registrants cannot predict at this time the outcome of these proposed EPA regulations and what impact, if sy, they
would hiave on their facilities, but the costs coutd be significant.

(PPL and PPL Energy Supply)

A subsidiary of PPL Encrgy Supply has investigated altematives to exclude fish from the discharge channel ot its Brunner Island plant, In June 2013, 2
Consent Order and Agreement (COA) with the PADEP was signed, allowing the subsidiary {o study a changc in a cooling tower opentional method that may
keep fish from entering the channel. The COA required a retrofit of impingement control technology a1 the intakes to the cooling towers, at a cost that would
have been significant, Based on the results ofthe first year of study, the PAREP has suggested closing the COA and writing a new COA to resolve the

issue. PPL is in negotiations with the ngency ut this time. PPL and PPL Energy Supply cannot predict at this time the outcome of the proposed new COA and
what impact, if any, it would have on their facilitics, but the costs conld be significant.

(PPL, LKE, LG&E and KU}

In May 2010, the Kentucky Waterways Alliance and other envimnmental groups filed a petition with the Kentucky Energy and Environment Cabinet
chatlenging the Kentucky Pollutant Discharge Elimination System permit issued in Aprit 2010, which covers water discharges from the Trimble County
plant. In November 2010, the Cabinet issued a final order upholding the permit. In December 2010, the environmental groups appealed the order 1o the
Trimble Circuit Court, but the case was subsequently transferred to the Franklin Circuit Count. In September 2013, the count reversed the Cebinet order
upholding the permit and remanded the permit to the agency for further proceedings. In October 2013, LG&E filed a notice of sppenl with the Kentucky
Courn of Appcals, PPL, LKE, LG&E and KU arc unable to predict the outcome of this matteror estimate a range of reasonubly possible losses, if any.
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Superfund and Other Remediation (Al Registrants)

PPL Electric is polentially responsible for costs at severn! sites listed by the EPA under the fedeml Superfund progmm, including the Columbia Gas Plant site,
the Metal Bank site and the Ward Transformer site. Clean-up actions have been or are being undertaken at all of these sites, the costs of which have not been
significant to PPL Elcctric. However, should the EPA require different or additional measures in the fitture, or should PPL Electric's share of costs at multi-
party sites increase substantially more thun currently expecied, the costs could be significant.

PPL Electric, LG&E and KU are remediating or have completed the remediation of several sites that were not addressed undera regulatory program such as
Superfund, but for which PPL Electric, LG&E and KiJ may be liable for remediation. Thesc inciude a number of former coal gas manu facturing plants in
Pennsylvania and Kentucky previously ewncd oroperated or currently owned by predecessors or affiliates of PPL Electric, LG&E and KU, There are
ndditional sites, formerly owned or operated by PPL Electrie, LG&E and KU predecessors or affiliates, for which PPL Elcetric, LG&E and KU lack information
on current site conditions nnd are therefore unuble 1o predict what, if any, potential liability they may have.

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

The EPA is evaluating the risks sssocinted with polycyclic aomatic hydrocarbons and nophthalene, chemical by-products of coal gas manufacturing. Asn
result of the EPA's evaluation, individual stales may establish stricter standards for water quality and soil eleanup, This could reguire several PPL
subsidiarics 1o take more extensive assessment and remedial actions at former coal gas manufacturing plants. PPL, PPL Electric, LKE, LG&E and KU cannot
estimate a range of reasonably possible losses, if any, related to these matters.

Under the Pennsylvaniu Clean Streams Low, subsidiaries of PPL Generation are obligated to remediate acid mine dryinage at former mince sites und may be
required to take additional steps to prevent potential acid mine drrinage at previously capped refuse piles. One PPL Generation subsidiary was pumping
mine water at two former mine sites and treating water at onc of these sites. Another PPL Generation subsidiary has instalied passive wetlends treatment
systemn at a thind site. In December 2013, PPL Generation subsidiaries reached an agreement of sale for one of the two pumping mine silcs and the passive
wetlands treatment system at the third site. These sales were finalized in the fourth quaner of 2014 and responsibilities were transferred to the new

owner. PPL Generation subsidiades will no longer be responsible for opemting and maintaining these two sites. At December 31, 2014, PPL Encrgy Supply
had nccrued a discounted liability of $19 million to coverthe costs o pumping and treating groundwater at the memaining mine site for 50 years. PPL Encrpy
Supply discounted this linbility based on 2 risk-free rate of 8.4 1% ot the time of the mine closwre, Expected undiscounted poyments are estimated to be
insignificant for cach of the ycars 201§ 5 through 2019 and $93 million for work ufier 2019.

Fromn time to time, PPL Encrgy Supply, PPL Electric, LG&E and KU underteke remedial action in response to notices of violations, spills orother releases ot
various on-sitc and off-site locations, negotiate with the EPA und state and locn] agencies reganding actions necessary for compliance with applicable
requirements, negotiate with property owners and other thind parties alleging impacts from PPLs operations and undertake similar actions necessary to
resolve envisonmental matters that arise in the course of normal operations. Based on analyses to date, resolution of these environmental matters is not
cxpeeted to have a significant adverse impact on these Registrants' operations.

Future cleanup or remediation work at sites cumently under review, or at sites not eurrently identified, may result in significant additional costs for the
Repistrants.

Environmential Matters - WPD (PPL)

WPLYs distribution businesses are subject to cavironmental reguintory and statulory requirements, PPL belicves that WPD has taken snd continues to ke
measures to comply with the applicable laws and governmental regulations for the protection of the environment.



Other

Nuclear Insumance (PPL and PPL Energy Supply)

The Price-Anderson Act is o United States Fedeml law govering Hability-related issucs snd ensures the availubility of funds for public linbility claims
ansing from an incident at any US-licensed nuclear facility, It also secks to limit the linbility of nuclear reactor owners for such cloims from any single
incident, At December 3§, 2014, the liability limit perincident is $13.6 billion for such claims which is funded by insurance coverge from American
Nuclear Insurers and an industry assessment program.

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

Additionally, PPL Susquehanna purchases propeny insurance programs from NEIL, an industry mutual insurance company of which PPL Susquchanna s a
member. At December 31, 2014, facilities ot the Susquehanna plant arc insurcd against property damape fosses up to $2.0 billion. PPL Susquchanna also
purchases an insumnce program that provides coverage for the cost of replicement power during prolonged outages of nuclear units caused by certain
specified conditions.

Under the NEIL property and replacement power insurnee programs, PPL Susquehanna could be asscssed retrospective premiums in the event ofthe insurers'
adverse loss expedence. This meximum assessment is $46 miilion.

.abor Unip rrecments
(PPL, PPL Encrgy Supply and PPL Elcctric)

In Muy 2014, PPL’s, PPL Encrgy Supply's and PPL Electric's bargaining agreement with its largest IBEW local expired. PPL, PPL Energy Supply and PPL
Elcctric finalized 8 new three-year labor agreement with IBEW local 1600 in May 2014 and the agreement was ratified in early June 2014,

As part of efforts to reduce operations and maintenance expenscs, the new agreement offered 2 one-time voluntary retirement window to certain bargaining
unit employces. The benefits offered under this provision are consistent with the standard sepurtion program benefits for bargaining unit employees. At
December 31, 2014, the following total separation benefits were recorded.

PPL Encrgy PL
PrL Supply Electric
Pension Benefits H 13 % 1 $ 2
Severance Compensation 7 i} 1
Total Separation Benefits $ 0 5 i7 % 3
Number of Employees 123 105 17

The separation benefits arc included in "Other opemtion and maintenance” on the Statement of Income. The linbility for pension benefits is included in
"Accrued pension obligations” on the Balance Sheet at December 31,2014, All ofthe severnce compensation was paid in 2004, The emaining terms of the
new labor agreement are not expected to have a significant impact on the financial results of PPL, PPL Energy Supply or PPL Electric.

Guarantees snd Other Assurninces

(Al Registrants)

In the normal course of business, the Registrents enter into agreements that provide financial performance assurance to third partics on behalfof cerain
subsidiaries. Such ngreements include, for example, guarantees, stand-by letters of credit issued by financial institutions and surety bonds issued by
insurance companics. These agreements are entered into primarily to support or enhance the creditworthiness attributed to o subsidinry on a stand-alone basis
orto facilitate the commercial activities in which these subsidiaries engage.
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(PPL)
PPL fully and unconditionally guarantces ali of the debt sccurities of PPL Capital Funding, 2 wholly owned finance subsidiary of PPL.
Al Registranis)

The 1able below details guarantees provided us of December 31, 2014, "Exposure” represents the estimated muximum potential smount of future payments
that could be required to be made under the guarantee. The probability efexpected payment/performance under each of these guaranices is remote except for
"WPD guarantee of pension ond other obligations of unconsolidated entities”, “Indemnifications for sales of assets” and "Indemnification of lease termination
and other divestitures.” The total recorded liobility st December 31, 2014 was $38 million for PPL, $13 million for PPL Energy Supply and 519 million for
LKE. The total recorded liability at December 31, 2013 was $26 million for PPL and $19 million for LKE. For reporting purposcs, on ¢ consolidated basis,
ull puarantees of PPL Energy Supply (other than the letters of credit), PPL Electric, LKE, LG&E and KU also apply to PPL, and all guamntees of LG&E and

KU also apply to LKE.

Exposure af Expirntion

December 3, 2004 Date
.
Indemnifications related to the WPD Midiands ncquisition (@)
WPD indemnificotiens for entities in Equidation and sales of assets g 12({h) 2018
WI'D guarantee of pension pod ather obligations of unconsolidated entitics Fi9(c)
el Energy Supply
Letters of credil issued on behalf of affiliates 25(d) 2015 - 2016
Fndemnifications Tor sales of pssets 1.150(e) 2016 - 2025
Pirl_Eleciric
Guarontee of inventory value 34(n 2017
LKE
Indemnification of [case termination and other divestitures 301(g) 3020 - 2023
LCAF unit k1,
LG&E ond KU guarantee of shortfall refated 1o OVEC th)

)

(b}

{c}

(d)

Indemnifications related to certain liabilities, including a specific unresolved tax issue and those relating 1o properties and assets owned by the seller that were transferred to WPD
Midlands in connection with the acquisilion. A cross indemnity has beeo received from the seller on the tax issue  The maximum exposure and expiration of these
indemnifications cannot be estimated because the moximum potential liobility is not capped and the expiration date is pot specified in the transaction documents,

Indemnification ta the liguidators and certain others for existing lisbikities or expenses or linhilities arising during the liguidation process. The indemnifications are limited to
distributions made from the sehsidiary to its parent either prior or subsequent w liguidation of are net explicitly stated in the sgreements. The indemnifications generally expire
twu 1o seven years subsequent to the date of dissolution of tie emtitics. The exposure noted only inclndes those cases where the agreements provide for specific limits.

in connection with their sales of various businesses, WPD and its affiliates ave provided the purchasers with indemnifications that are standard for such transactions, including
indemnifications for certain pre-existing labilities and environmental and tax matiers or have agreed to continue their obligations under existing third-party guarantees, either for
a set period of time following the transuctions or upon the condition that the purchasers make teasonahle efforts to terminate the guarantees. Finally, W'D and its affilistcs remain
secondarily responsible for lease payments under certain feases that they have assigned to third parties.

Refales to cerain oblipations of diseontinued or modified eleciric asstcintions thar were guaranieed of the time of privatization by the participating members. Casts are ollocated 1o
the members and can be realiocated if an existicg member becomes insolvent. At December 31, 2014, WPD higs recorded an estimated discoutted liability for which the expected
poyment/performance is probable. Neither the expitation date nor the maximum amount of potenténl payments for cerain obligntions is explicitly suted in the reloed agreements,
andd as g result, the exposure bas been estimated,

Standby letter of credit arrangements under PPL Encrgy Supply's eredil facilities for the pumposes of proteeting various third punics against aagperformunce by PPL. Thisis nota
guarantee by PPL on a conselidated hasis.

Indemnifications are governed by the specific sales ngreement and include breach of the representations, warranties and covenants, and liabilities for ceniain ather matters. PPL
Encrpy Supply's maximum exposure with respect to certain indemaifications ond the expiration of the indemaifications cannet be estimated becanse the maximum potential
liahility is not capped by the transaction documems and ihe expiration date i based on the applicable statute of limitations. The exposure and expiration dzte noded is based on
those cases in which the agreements provide for specific limits. The exposure at December 31, 2014 includes amounts related 10 the sale of the Montano Hydreelectric

fucilities. See Note 8 for ndditionad information reloted to the sale

A third party logistics firm provides inventory procurement and fulfillment services. The logisties firm has title to the inventory, bowever, upen terminstion of the contracts, PPL
Electric hos guaranteed to purchase any remaining inventory that has not been used or sold
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(&) LKE provides certain indemnifications, the most significant of which relate to the termination of the WKE Jease in July 2009 These puarantees cover the due and punctial
rayment, petformance and discharge by each party of its respective present and future obligations. The most comprehensive af these WKE-related guarantees is the LKE
Luarantee cavering operational, repulatory ond environmental commitments and indemnifications made by WKE vnder the WRE Transaction Termination Agrectment This
guarankee has o term of 12 years ending July 2021, and a cumulwtive maximum exposure of $200 miflion. Certain items such as goverminent fines and penalties fall auside the
cumulative cap. Another WKE-retated LKE guarantee cavers other indemnifications, has a term expiring in 2023 and o maximem exposure of 3100 million. In May 20132,
LKE's indemnitee received an unfovorabie arbitration panel's decision interpreting this motter, which granted LKE's indemnitee certain rights of first refusal to purchase excess
power ot ¢ markel-based price rather thun at on absolute fixed price. In Junvary 2013, LKE's indemnitee commenced & proceeding in the Kentucky Court of Appeals appenling a
December 2012 order af the Henderson Circuit Court, canfirming the arbitration award. In May 2014, the Court of Appeals issued an opinion affirming the lower court
decision. LKE's indemnitee filed 0 Motion for Discretionary Review with the Kentucky Supreme Court on October 2, 2014 LKE believes its indemnilication obligations in this
matter remain subject to various uncertaintivs, including potentiul for additional Jegal challenges regarding the arbitration decision as well as luture prices, availability and demand
for the subject excess power. LKE continues to evuluate various legal nnd commereial options with respect to this indemnification matter. The ultimate outcomes of the WKE
terminstion-related indemnifications cannot be predicted at this time. In the second quarter of 2012, LKE adjusted its estimated liability for the WKE -relfated indemnifications by
§9 million (85 million after-tax), which is reflected in "Income (Loss) from Discontinued Operations (net of income taxes)” on the Statement of Income  The adjusiment was
recorded it the Kentucky Regulated segment for PPL. Additionally, LKE has indemnified various third parties reloted to hissorical obligetions for other divested subsidineies and
affiliates. The indemnificoiions vary by entity and the maximum cxposures range from being capped at the sale price to no specified maximum; LKE could be required to
perform on these indemnifications in the event of covered losses or tiabilities being cluimed by an indemnified party  However, LKE is nol aware of formal clnims under such
indemmitics made by ary purty ot this time  LKE cannot predict the ttimate outeomes of indemnification circumstances, but does nat currently expeet such outeomes 1o result in
significant losses above the amounts recorded

¢h)  Pursuant to the OVEC power purchinse contract, LGEE and KU ace obligated to pay for their share of OVECs excess debt service, posterelirement and decommissioning casts, as
well as any shortfall from amounts currently included within a demand charge designed and currenty expueted to cover these costs over the term of e conteact, LKE's
proportionate share of OVECSs outstanding debt was $123 million ot December 31, 3014, consisting of LG&E's share of $87 million and KU's share of 538 millien. The
maximum exposure and the expication date of these potential obligations are not presently determinable See "Energy Purchase Commitments” above for additional infermation
on the OVEC power purchnse contract.

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

PPL, on behalf of itsclf und centain of its subsidiaries, muintains insurunce that covers Habitity assumed under contract for bodily injury and property
damage. The coverage provides maximum aggregate covernge of $225 million, This insurance may be applicuble to obligations under certain of these
contractual amangements.

14, Related Party Transactions
PLR Contructs/Purchase of Accounts Receivable (PPL Encray Supply and PPL Electric)

PPL Electric holds competitive solicitations for PLR peneration supply. PPL EnergyPlus has been awarded a portion ofthe PLR generation supply through
these competitive solicitations. The sales and purchases between PPL EnerpyPlus and PPL Electric are included in the Statements of Income s "Unregulated
wholesale energy to affiliate” by PPL Energy Supply and as "Enery purchases from affitiate” by PPL Electre.

Under the standard Defuult Service Supply Master Agreement for the solicitation process, PPL Electric requires all suppliers o post coliateral once credit
exposures exceed defined credit limits. PPL EnergyPlus is required to post collaterat with PPL Electric when: (a)the market price of electrieity to be
delivered by PPL EnergyPlus exceeds the contract price for the forecasted quantity of electricity 1o be delivered and (b)this moarket price exposure exceeds ¢
contractual credit limit. During the second quarter of 2014, PPL Energy Supply experienced a downgrade in its compormte credit ratings to below investment
grade. Asa result ofthe downgrade of PPL Energy Supply, as guamntor, PPL Energy Plus no longer has an established credit limit, At December 31 , 2014,
PPL EnergyPlus was not required to post collateral. In no instence is PPL Electric required to post collateral to supplicrs under these supply contmets,

PPL Elcctric’s customers may choose an altemative supplier for their generation supply. See Note 1 for additional information regarding PPL Electric's
purchases of accounts receivable from altemative suppliers, including PPL EnergyPlus.

At December 31, 2014, PPL Energy Supply had a net credit exposure of $25 million from PPL Electric from its commitment as a PLR supplierand from the
sale of its accounts receivable to PPL Electrie,



Wholesale Sales and Purchases (LGEE and KU}

LG&E and KU jointly dispatch their gencration units with the lowest cost genermtion used ta serve their retail customers. When LG&E has cxcess generation
capacity after serving its own retail customers and its generation cost is lower than that of KU, KU purchases clectricity from LG&E. When KU has excess
genermtion capacity afier serving its own retail customers and its generation cost is lower than that of LG&E, LGRE purchases clectricity from KU, These
transactions arc reflected in the Statements of Income as "Electrie revenuc from affiliate” and "Encrpy purchases from affiliate” and are reconded at o price
cqual to the seller's fuel cost. Savings realized from such intercompany transections are shared cqually between both companies. The volume of energy each
company has to sclt to the other is dependent on its retail customers' needs and its available generation.

Support Costs (41! Registrants except PPL)

Both PPL Scrvices and LKS provide the respective PPL and LKE subsidiaries with administrative, management and support services. Where applicable, the
costs ol these services arc charged to the respective subsidiarics as direct suppont costs. General costs that cannot be directly attributed to a specific
subsidiary arc atlocated and charged 1o the respective subsidiarics as indirect suppont costs, PPL Services uses a three-factor methodelogy that includes the
subsidiaries' invested capital, operation and maintenanee expenses and number of employeces 1o allocate indirect casts. LKS bascs its indirect allocations on
the subsidiaries’ number of employees, total asscts, revenues, number of customers end/or other statistical information,

PPL Serviecs and LKS charged the following nmounts for the years ended December 31, und believe these amounts are reasonable, including amounts
applied to accounts that are further distributed between capital and expense.

2014 2013 12
PPL Energy Supply from PPL Services s 218 $ 218 § 212
PPL Electric from PPL Services 151 146 157
LKE from PPL Scrvices 15 15 15
LG&E from LKS 203 216 186
KU from LKS 225 207 161

LG&E and KU also provide services to cach otherand 1o LKS. Billings between LG&E and KU relate to labor and overheads associated with union and
hourly employees performing work for the other company, charges related to jointly-owned genemting units and other miscellancous charpes. Tax
settlements between LKE and LG&E and KU ore reimbursed through LKS.

As a result of the anticipated spinoff of PPL Energy Supply, a centralized services company has been formed, PPL EU Services. Beginning in 2015, it will
provide the majority of corporate functions such as financial, supply chain, human resources and information technology services to PPL Electdc, Most of
PPL EU Services' costs will be charged direetly to PPL Electric, with limited amounts charged back to PPL Services and its affiliates. PPL Services will
continue to provide certain limited corpomte functions.

Intercompany Borrowings
(PPL Electric)

A PPL Electric subsidinry periodically holds revolving demand notes from ceriain nffiliates. No bakance was outstanding at December 31,2014, At
Dccember 31,2013, $150 million was outstanding and was reflected in "Notes receivable from affiliote” on the Balance Sheet. The interest mies on
borrowings are equal to one-month LIBOR plus a spread. The inferest mte on the outstanding borrowing ot December 31, 2013, was 1.92%. Interest camed
on these revolving facilities was not significant for 2014, 2013 and 20132,

(LKE)

LKE maintains a revolving line of credit with a PPL Energy Funding subsidiary whereby LKE can borrow funds on o shor-term basis at market-based

ries. In October 2013, the revalving line of credit was reduced by $75 million and the limit as of December 31, 2013 was 5225 million, The interest mtes on
borrowings are equal to one-month LIBOR plus a spread. At December 31, 2014, $41 mitlion was outstanding and was refiected in "Notes payabie with
affiliates” on the Balance Sheet. No balance was outstanding at December 31, 2013. The interest mte on the owtstanding borrowing at December31, 2014
was 1.65%. Interest on the revobving line of credit was not significant for 2014, 2013 or 2012.
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LKE maintains an agreement with o PPL affiliate that has a $300 million borrowing limit whereby LKE can loan funds on a shont-term basis at market-based
rics. No batance was outstanding at December 31,2014, At December 31,2013, $70 million was outstanding and was reflected in "Notes receivable from
affilintes” on the Balance Sheet. The interest rate on the loan based on the PPL affiliate’s credit mting is currently equal to onc-month LIBOR plus a

spread. The interest mte on the outstanding bormowing at December 31, 2013 was 2.17%. Interest income on this note was not significant for 2014, 2013 or
3012

Intercompany Derivatives (LNE, LGAE and KU)

Periodically, LG&E and KU cnter into forward-starting interest rate swaps with PPL. These hedging instruments have temms identical to forward-starting
swaps entered into by PPL with third partics. See Note 17 for ndditional information an intercompany derivatives.

Other (Al Registrants exeept PPL)

Sce Note | for discussions regarding the intercompany tnx sharing agreement (for PPL Energy Supply, PPL Elcctric, LKE, LG&F and KU) and intercompany
nliocations of stock-bosed compensation expense (for PPL Energy Supply, PPL Electric and [LKE). For PPL Energy Supply, PPL Elcctric, LG&E und KU, see
Note 11 for discussions regarding intercompany allocations associated with defined benefits.

15, Other Income (Expense) - net

(PPL)

The breakdown of "Other Income (Expensc) - net” for the years ended December 31 was:
PPL

4 2013 012
Other Income
Earnings on securitics in NDT funds M 28 8 23 i§ 22
Interest income 5 3 3
AFUDC - equity component 11 10 0]
Misceltaneous 12 I8
Total Other Inceme 56 54 42
Other Expense
Economic foreign currency exchanpe contracts (Nate 17) (121) 34 52
Charitable contributions 30 25 10
‘Transaction costs related to spinoff of PPL Energy Supply (Note 8) 19
Miscellancous 10 14 19
Total Other Expense (62) 77 8l
Other Incame (Expense) - net 5 ! ”_‘ s (23) 3 (3%)

(PPL Encrgy Supply)

"Other tncome (Expense) - net” for 2014, 2013 and 2012 for PPL Encrgy Supply was primarily eamings on securitics in NDT funds.
(PPL Electric)

“Other Income (Expensce) - net” for 2014, 2013 and 2012 for PPL Electric was primarily the equity component of AFUDC.

(LKE, LG&E and KU}

"Other Income {Expense) - net” for 2014 and 2013 for LKE, LG&E end KU was not significant. "Other Income (Expense) - net" for 2012 for LKE and KU was
primarily losses from an cquity method investment and for LG&E was not significant,
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16. Fair Value Measurements and Credit Concentration

(Al Registrants)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the

measurement date (an exit price). A market spproach (generally, data from market transactions), an income approach (generally, present value techniques and

option-pricing models), and/or o cost approach (gencrully, replacement cost) are used to measure the fair value of an asset or linbility, a5 appropriate. These

valuation approaches incorporate inputs such as observable, independent market data and/or unobservable data that management believes are predicated on
the assumptions market participants would usc to price an asset or liability. These inputs may incorporate, as applicable, certain dsks such as
nonperfprmanee risk, which includes credit risk. The fair value of a group of financial essets and Habilitics is measured on a net basis. Transfers between

levels are recognized at end-of-reporting-period values. During 2004 and 2013, there were no transfers between Level 1 and Level 2. See Note | for
information on the levels in the fair value hicrarchy.

Recurring Fair Value Measurements

The assets and liabilitics measured at fair value were:

BPL
Assets
Cash and cash equivelents
Short-lerm investments
Restricted cash and cash equivalents ()
Price risk management assets:
Energy commuodities
Interest rate swaps
Fareign currency conlracts
Cross-currency swaps
Total price risk management assets
NDT funds:
Cash and cash equivalents
Equity securities
.S, large-cap
U.8. mid/small-cap
Debt securitics
LIS, Treasury
U.S. government sponsared agency
Municipality
Investment-grade corporale
Other
Receivables (payables), net
Total NDT funds
Auction rate securities (b)

Total assets

Liahilities
Price risk management liabilities:
Energy commoditics
Interest rate swaps
Foreipn currency contracts
Cross-currency swups

Taotal price risk management linbilitics

December 38, 2004

December 31, 2013

Total Level | Level 2 Level 3 Total Level | Leved 2 Level 3
1,751 § 1,751 5 1,102 1,102
120) 120
224 214 134 134
1,318 6 8 1,171 141 I,188 ER-] 1,125 62
51 91
130 130
29 28 1
1,477 6 1.329 142 1,279 3 1214 G2
19 19 14 14
611 454 157 547 409 138
Y 37 52 B1 Kk} 48
99 99 95 05
9 9 6 6
76 76 77 /i
42 42 38 38
3 3 5 5
2 2 1 (1} Y]
950 6y 341 B64 5501 314
10 10 19 19
4,532 % 2,710 3§ 1.670 1153, .8 1398 1,789 § 1,528 81
1,217 $ 58 1,182 ELi. 3 1,070 4 8 1,028 18
156 156 36 kL]
2 2 146 106
3 3 33 32
1378 § 5 5 1,343 0 8 1,244 4 8 12412 34




PRI, Envryy Supply
Asstts
Cash and cash eguivalents
Reswicted cash and cash equivalents (a)
Price risk monagement assets:
Energy commodities
Total price risk mansgement assels
NDT funds:
Cash and cash equivalents
Equity securitizs
U.S. large-cap
U.8 mid/smatl-cap
Debt securitizs
LS. Treasury
U.5. government sponsarcd agency
Municipality
Investment-grade corporate
Other

Receivables (payables), net
Total NDT funds
Auction rate securities {b)
Total assets

Liahilitics
Price risk manogement liabilitics:
Enerpy commaditics
Total price risk management liabitisies

I'PL Electrie
Assets
Cash and cash equivalents
Restricted cash and cash equivalents (c)

Total assets

Assets
Cash and cash equivalents
Cash collateral posted o counterparties {d)

Totul assets
Liabilities
Price risk management linhilities:
Interest rate swaps
Tatal price risk manngement liabilities

LGC&FE
Assets
Cash and cash equivalents
Cush collateral posted ta counterparties {d)
Total assets
Liabilities
Price risk management linhilities:
Interest rate swaps
Total price risk manngement liabilities
K
Assels
Caosh and cash equivalents
Total assets
Liahilities
Price risk management liohilities:

Interest rate swaps
Total price risk manngement liabilities

December 31, 2014

December 31, 2013

" Total Level 1 Level 2 Level 3 Tutal Level 1 Level 2 Level 3
$ 352 8 352 b 239 § 239
193 193 85 83
1.3148 H 8 1L171 % 141 1,188 3 s 2 62
1,318 O 1,171 141 I.1B8 3 .23 62
19 19 14 14
61 454 157 547 409 134
B9 37 50 L3 33 48
99 99 95 95
g 9 6 6
76 76 77 77
41 42 38 38
3 3 5 5
£ 2 1 {n 2
950 609 341 864 554 314
L] B 16 16
3 1821 % 1160 § 1512 § 149§ 239% § 877 § 1,437 78
$ 1217 § 5 § 1. $ i 3 1,070 § 4 3 10028 38
$ 1,217 § 5 % 1,82 § i s 1,070 § 4 3 1,028 38
5 214 % 214 $ 251 1§ a5
3 3 12 2
3 207 8 217 3 37 8 37
3 11 s 21 $ 5 % 35
i 2 22 29
s 42 3 41 $ 57§ 57
$ 114 3 114 $ 36 36
§ 114 3 114 3 36 36
$ 10§ 10 $ LIS B
21 21 22 2
3 il § 3l 3 30 % 30
$ 81 5 LE) $ k] 36
5 81 $ Bl $ 36 36
3 11 5 11 5 21 3 21l
5 118 11 5 22l IS 20
b 33 $ 33
$ 33 b3 33

{n) Current portion is included in "Restricted cash nnd cosh equivalents” and long-term portion is included in "Other noncurrent assets” on the Balance Sheets,
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{h)
(c)
(&)

Incleded in "Other investments” on the Bakance Sheets,
Current partion is included in "Other current assets” and [ang-term portion is incladed in "Other noncurrent assets” on the Balapce Sheets,

master nedting arrangements that ure not offset

A reconciliation of net assets and liabilities classified s Level 3 for the years ended December31 is as follows:

Included in "Other noncurrent assets” on the Balance Sheets. Represents cash collateral posted to offset the exposure with counterartics related 10 certain interest rate swips under

PPL
Folr Valoe Measurements Using Signifieant Unobservahle Inputs (Level
3)
Enerpy Auctinn Cross-
Commadities, Rate Currency
nel Securltios Swips Totul
2004
Balance at beginning of period $ 248 19 s 43
Total realized/unrealized goins (losses)
[neluded in carnings (32) (32
Included in OCI (n) (2) 2
Purchases (6) (6}
Sales 67 {9) 58
Seitlements 50 50
Tronsfers into Level 3 7 1 &
Transfers aut of Level 3 | 2 3
Batance at end of period 8 s 131 L 122
2013
Balance at beginning of period 5 i 16 s EL)
Total realized wnrealized gains (losses)
Included in earnings (5) (5)
Ineluded in OCI (&) 1 |
Sales {2) (2)
Settlements {3) (3
Transfers into Level 3 10 3 3 16
Transfers out of Level 3 2 {5) (3)
Balance at end of period s __2_4 3 19 § 43
{a) "Energy Commodities, net” snd "Cross-Currency Swaps” are included in "Qualifying derivatives” and "Auction Rate Sceurities” ure included in "Available-Tor-sale securities” on
the Statements of Comprehensive Income.
A rcconciliation of net assets and linbilities classified us Level 3 for the years ended December 31 is as fotlows:
'L Encryey Supply
Fair Value Measurements Using Signifeant
U'nubservable Inputs {Level 3)
Encrpy Auction
Commuoditivs, Rae
net Sceurities Totul
2014
Balance at beginning of period 5 24 16 § 40
Tatal realized/unrealized gains {[osses)
Included in earnings (32) 32)
Included in OCI (1) 1 1
Purchases (6) {6)
Sales 67 &) 58
Sertlements 50 50
Tronsfers infa Level 3 7 7
Transfers out of Level 3 1 1
Balance at end of petiod 3 111 £ 3 119
Balance at beginning of period g 22 % 13 § 35
Total realized mnrealized gains (losses)
Included in earninps (5) {5}
Sales (2) 2
Settlements (3 [E1]
Transfers into Leved 3 10 3 13
Transfers out of Leve! 3 2 2
Halance ot end of period 5 4 5 16 § 40




(a) "Encrgy Commodities, net” are ineluded in "Qualifying derivatives” snd "Auction Rate Securities” are incladed in "Available-Tor-sale securities™ an the Statements of
Ying

Comprehensive Income

The significant unobservable inputs used in and quantitative information about the fiir value measurement of assets and liabilitics classified as Level 3 are as

follows:
Decesnber 31, 2014
Falr Vulue, net Sipnificant Range
Asset Valuntlon L nohservabie (YWeighted
(Liahility) Technlgue Input(s} Average) (o)
PPL

Encrgy commodities

Proprietary model used 1o calculate

Natural pzs contracts (b) 59 Discounted cash flow farward prices 11% - 100% (529}
Proprietary model wsed 10 ealculate
Power sales contracts (c) 4D Discounted cash Now forward prices 995 - FO4H (59%0)
Historical settled prices used to model
FTR purchase contracts (d) 3 Discounted cash flow forward prices 100% (E00%%)
Proprictary model used 1o caleulate
Hent Rate Options (e} 50 Discounted cash flow forward prices 23% - 51% (45%0)
Auctien rafe securities (0 10 Discounted cash flow Muadeled from SIFMA Index 4405 - 69% (63%0)
Cross-currency swaps () | Biscounted cush flow Credit valuation adjustment 15% (15%)
'L Eneryy Supply
Enzrpey commoditics
Praprictary model used to calealate
Natural gus contracts (b) 59 Discounted cash flow forward prices 11% - 100% {52%4)
Proprictary model used to caleulate
Pawer sales contracts (c} (1} Discounted cash fow forward prices 0% - 100% (59%%)
Historical setled prices used 1o model
FTR purchase contracts (d) 3 Discounted cash flow forward prices 100% (100%)
Proprictary model used 1o calcubate
Heat Ratz Options () 50 Discounted cash flow forward prices 23% - 51% (457%)
Auclion rate securitics (f) L] Discounted cash Mow Madeled from SIFMA Index 51% - 69% (63%)

i}
Enerey commodities

Decemier 31, 2013

Falr Value, net Sipnilicant Runpe
Asvet Valuatlon L nobservahie (Weiphted
{LEnbility) Technigue Inputis) Average) (n)

Propriztary model used 1o calculate

Natural gos contracts (b) 36 Discounted cash Mow forward prices 10%: - 100% (86%%)
Proprietary model used to calculale
Power sales contracts (c) (12) Discounted cash Now forward prices 1O0%, (10095}
Auction tate seoarities () 19 Discounted cash Mow Modeled fram SIFMA Index 10% - BO%E (63%0)
PI1. Encrey Supplv
Enerpy commuodities
Proprictary modei used to calculate
Natural gas contracts (b} 36 Discounted cash flow forward prices 10% - 100% (B6%%)
Proprietary model used to caleulate
Power sales contracts (e) (12) Discounted cash flow forward prices 100% (100%%)
Auction rate securities () 16 Discounted cash flow Maodeled from SIFMA Index 10%% - B0% (63%%)

(#)  For energy commodities and auction rate securities, the renge and weighted average represent the percentage of fxir valye derived from the unobservable inputs. For cross-

currency swaps. the range and weighted average represent the percentage chunge in fair vaiue due 10 the unobservable inputs used in the model tw calculate the credit valuntion
adjustment.

{b) Asthe forward price of natural gas increnses/(decreases), the Mir value of purchase canteacts increasesf{decreases). As the forward price of natural gas increases/{decreases), the
fuir value of sales cantracts (decreases)increases.



(e)  As forward murket prices inerease/{decrease), the fuir value of contracts {decreases) increases. As volumetric ussumptions for contracts in a gain position increase/{decrense}, the
fair value ol controcts increases/{decreases). As volumetric assumptions for contracts in a lass position increase/{decrease), the fair value of the contracts (decreases)/increases,

(4} As the forward implied spread increases/(decreases), the fair value of the contracts increases!{ decreases),

(¢} The proprictary mode! used to calenlate fair value incorporates market heat rates, correlutions and volutilitics. As the market implied heat rate inereases/{decreases), the fair value
of the contracts increases/{ decreases),

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

(¢} The credit valuation adjustment incorporates projected prohabilities of default and estitnated recovery rutes. As the credit valuntion adjustment increases/{decreases), the fair value
of the swaps {(decreases)increases.

Net gains and losses on assets and liabilities classificd s Level 3 and included in earnings for the years ended Deeemnber 31 were reporied in the Statements
of Income us foliows:

Encerpy Commadities, net

L nregolated L pregulated Retall Encryy
Whulesale Enerpy Eoerpy Fue| Purchases
2014 243 2014 2013 2014 2013 2014 2013
BB o PPL Enerpy Supply
Total gains (losses) included in camings 1 {(77) % (36) % 23s 25 s i s 2 3
Change in unrealized puins (losses) reluting to
positians still held at the reporting date 50 (23) 37 24 4) |

Price Risk Management Assets/Lisbilitics - Eneray Commoditics (PPL and PPL Energy Supply)

Energy commodity contracts sre generily valued using the income approach, except for exchange-tmded derivative contracts, which are valued using the
market approach and are elossified as Level 1. Level 2 contracts are vatued using inputs which may includc quotes obtained from an exchange (where there
is insuificicat market Hquidity 1o warmant inclusion in Level 1), binding and non-binding broker quotes, prices posted by 1SOs or published tariff

rates. Furthermore, independent quotes are obtained from the market to validate the forward price curves. Energy commodity contracts include forwards,
futures, swaps, options and structured transactions and may be offset with similar positions in exchange-traded markets. To the extent possible, fair value
measurements utilize various inputs that include quoted prices for similar contracts or market-corrobomted inputs. In certain instances, these contracts may
be valued using models, including stendard option vaiuation modets and other standard industry models. When the lowest level inputs that are significant to
the fair value measurement ofa contraet are observable, the contract is classificd as Level 2.

When unobservable inputs are significant to the fair value measurement, a contract is clussified as Level 3. Level 3 contrets are valued using PPL
proprictary models which may include significant unobservabie inputs such as delivery at a location where pricing is unabservable, delivery dates that are
beyond the dates for which independent quotes are nvailable, volumetric assumptions, impliced volatilities, implied comrelations, and market implicd heat
rates. Forward transactions, including forward transactions classified as Level 3, are analyzed by PPL's Risk Manragement department, which reports to the
ChiefFinancial Officer (CFQ). Accounting personnel, who also repornt to the CFOQ, interpret the analysis quarterty to appropriately classify the forward
transactions in the fair value hicrarchy. Valuation techniques are evaluated periodically. Additionally, Levet 2 and Level 3 fair value measurements include
adjustments for credit risk based on PPL's own creditworthiness {for net liabilitics) and its counterpanics’ creditworthiness (for net assets). PPL's credit
depaniment assesses ot reasonably available market information which is used by accounting personncl to caleulate the credit valuation adjustment.

In certain instances, cnergy commodity contrets are transferred between Level 2 and Level 3. The primary reasons for the tmnsiers during 2014 and 2013
were changes in the availability of market information and changes in the significance of the unobservable inputs utilized in the valuation of the

contract. As the detivery period of'a contruct becomes closer, market information may become available. When this occurs, the model's unobservable inputs
are replaced with observable market information.

Prce Risk Management Assets/Liabilities - Interest Rute Swaps/Foreipn Cumrency Contraets/Cross-Cytrency Swaps (PPL, LAE, LG&E and KU)

To manage interest rate risk, PPL, LKE, LG&E and KU use interest ratc contracts such as forward-starting swaps, floating-to-fixed swaps and fixed-to-floating
swaps. To manage foreign cumency exchange risk, PPL uscs foreign eurrency contracts such as forwands, options, and cross-currency swaps that contain
charicteristics of both interest rate and foreign cumency



contracts, An income approach is used to measure the fair volue of these contracts, utilizing readily observable inputs, such as forward interest rates (e.g.,
LIBOR and govemnment security rates) and forward foreign cumency exchange mtes (c.g., GBP), as well as inputs that may not be ebservable, such as credit
valuation adjustments. In certain cases, market information cannot practicably be obtained to value credit risk and therefore intemal models are relied
upon. These models use projected probabilitics of default and estimated recovery rates bascd on historical observances. When the credit valuntion
adjustment is significant to the overall valuation, the contracts are classified as Level 3. For PPL, the primary reason for the transfers between Level 2 and
Level 3 during 2014 and 2013 was the chonge in the significance of the credit valuation adjustment. Cross-cumrency swaps arc valued by PPL's Treasury
depaniment, which reponts to the CFO. Accounting personnel, who also report to the CFO, interpret analysis quarterly to classify the contracts in the fair
valuc hierarchy. Valuation techniques are cvaluated periodically.

{PPL and PPL Energy Supply)
NDT Funds
The market approach is used to measure the fair vatue of equity securities held in the NDT funds.

o The fair value measurements of equity securities classified ns Level | are based on quoted prices in active markets,

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

The fair value of debt sccuritics is generally measured using o market approach, including the use of pricing models, which incorporate abservable

inputs, Common inputs include benchmark yiclds, relevant trade data, broker/dealer bid/ask prices, benchmark securities and credit valuation

adjustments, When necessary, the fair value of debt securitics is measured using the income npproach, which incorpories similar observable inputs as well as
payment data, future predicted cash flows, collateral performance and new issue data.

Auction Rate Securities

Auction rate securitics include Federal Fumily Education Loan Program puaranteed student loan revenue bonds, as well as various municipal bond
issues, The probability ofrealizing losses on these securities is not significant.

The fair value of auction mte securities is estimated using an income approach that includes readily observable inputs, such as principal pnyments and
discount curves for bonds with credit matings and maturities similarto the sccuritics, and unobservable inputs, such as future interest rates that are estimuted
based on the SIFMA Index, creditworthiness, and liquidity assumptions driven by the impact of auction failures, When the present value of future interest
payments is significant to the overall vatuation, the auction mte securitics ar classified as Level 3. The primary reason for the transfers during 2013 was the
change in discount rates and SIFMA Index.

Auction rute sceurities are valued by PPL's Treasury department, which reports to the CFO. Accounting personnel, who alse report to the CFO, interpret the
analysis quarterly to classify the contracts in the fair value hicrarchy. Valuation techniques are evaluated periodically.

Nunrcecurring Foir Value Measurements (/] Registrants excepr PPL Electric and LGAE)
The following nonrecuring fair value measurements occurred during the reporting periods, resulting in asset impatrments,

Carrylng Level 3
Amaunt {a) Fair Value Lass (b)

PRL and PPL Enerpy Supply
Kerr Dam Project (c):
March 31, 2014 s 47 % a9 8 I8
Coretie plant and emission nllowances.
December 31, 2013 65 65
PRI, LKE and KU
Equity investment in EE):
December 31, 2012 a5 25



(2} Represents carrying value before fair value measurement,

(b} The loss on the Kerr Dam Project was recorded in the Supply segment and included in "Income (Lass) from Discontinued Operations (ne1 of income taxes)™ on the Statement of
Income. The less on the Coreste plant and emission allowances was recorded in the Supply segment and included in "Other operation and maintenance” on the Statetment of
Income. The loss on the EED investment was tecorded in the Kentucky Regulated segment and included in "Chber-Than-Tempearary Impairments” on the Staterment of
Incame.

(c)  The Kerr Bam Project was included in the sale of the Montana Hydroclectric facilities and the assets were removesd from the Balance Sheel. See Note § for additional
information

The significant unobservable inputs used in and the quantitative information about the noarccurring fair value measurement of assets and liabilities
classified 05 Level 3 arc as follows:

Fulr Value, net Slgnlficnot Ranpe
Assut AEUHTHIT Unobservable (Weighted
{Linbility) Technigue Inpui(s) Averape) (2)
PPE and P Enerpy Supply
Kerr Dam Project:
March 31,2014 M 29 Discounted cash flow Proprictary model used lo calculate plant 3B (38%%)
value

Corette plant and emission allowances:
December 31, 2013 Discounted cash Tow Long-term forward price curves and 100% (100%)
capital expenditute projections
Equity investment in EE);
Ducember 31, 2012 Disceunted cush flow Long-term forward price curves and 100% (100%)
capital expenditute projections

{u)  The range and weighted average represent the percentage of fair value derived from the unobservable inputs.
{PPL amd PPL Energy Supply)

Kerr Damn Project

PPL Montana previously held 4 joint operating license issued for the Ker Dam Project. The license extends until 2035 and, between 2015 and 2025, the
Confederated Sulish and Kootenai Tribes of the Flathead Nation (the Tribes) have the option to purchase, hold and operate the Kerr Dam Project. The partics
submitted the issue of the sppropriste amount of the conveyance price to arbitration in February 2013, In March 2014, the arbitration pancl issued its final
decision holding that the conveyance price payable by the Tribes for the Keer Dam Project is $18 million. As a result of the decision, PPL Encrzy Supply
performed a recoverability test on the Kerr Dam Project and recorded an impaisnent charge, PPL Energy Supply performed an intemal analysis using an
income approach based on discounted cush flows (a PPL proprietary model) to assess the fair value ofthe Ko Dam Project. Assumptions uscd in the PPL
prmprietary modei were the conveyance price, forward cnergy price curves, foreeasted generation, and forecasted operation and maintenance expenditures
that were consisient with assumptions used in the business planning process and a market participant discount rate. Through this analysis, PPL Encrpy
Supply detennined the fair value of the Kemr Dam Project to be $29 million at March 31,2014, The Ker Dam Project was included in the sale ofthe Montana
Hydroclectric facilities and the assets were removed from the Balance Sheet. Sce Nete R for additional information,

The assets were valued by the PPL Energy Supply Financial Depariment, which reponts to the President of PPL Encrgy Supply. Accounting personnel, who
report to the CFO, interpreted the analysis to appropriately classify the assets in the fair value hierrchy,

Corctte Plunt and Emission Allowances

During the fourth quarter 2013, PPL Montana recorded an impairment loss on the Corette plant and relsted emission allowances. In connection with the
completion of its 2013 unnual business planning process that included revised long-term power and gas price assumptions and other factors, PPL Energy
Supply altered its expectations regarding the probability that the Corette plant would aperte subsequent to initially plucing it in long-tenn reserve status
and determined the camying amount for Coretie was no longer recoverable. As a result, PPL Enerpy Supply performed an intemal analysis using an income
approach based on discounted cash flows to assess the fair value of the Corette asset group. Assumptions used in the
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fair value asscssment were forward encrgy prices, expectations for demand for encepy in Corette's market and expected operation and maintenance and capital
expenditures that were consistent with assumptions used in the busincss planning process and a market parnticipant discount rate, Through this analysis, PPL
Encrgy Supply determined the fair value ofthe asset group 1o be negligible. PPL Energy Supply now expects to retire the Corette plant in Aupgust 2015,

The assets were valued by the PPL Energy Supply Finoncial Department, which reponts to the President of PPL Energy Supply. Accounting personnel, who
report to the CFO, interpreted the analysis to appropriately elassify the assets in the fair value hierarchy.

Equity Investment in EE1(PPL, LKE and KU}

During the fourth quarier 2012, KU recorded an ather-than-temporary decline in the value of its equity investment in EEL KU performed an intemal analysis
using an income approach bused on discounted cash flows to assess the current fair value of its investment based on several factors, KU considered the
fotlowing factors: long-dated forward power and fucl price curves, the cost of compliance with environmental standards, and the majority owner and
operior's announcement in the fourth quarter 2012 to exit from the merchant generation business. Assumptions used in the fair value assessment were
forward energy price curves, expectations for capacity (demand) for energy in EET's market, and expecied capital expenditures used in the caleulation that
were comparable to assumptions used by KU for internal budgeting and forecasting purposes. Through this analysis, KU determined the fair value to be zero,

Financial lustruments Not Recorded ot Fair Value (411 Registrants)
The carrying amounts of long-term debt on the Balance Sheets and their estimated fair values are sct forth below. The fair values of these instruments were

estimated using an income upproach by discounting future cash flows at estimated current cost of funding rates, which incorporate the eredit risk of the
Registmnts. Thesc instruments are classified as Level 2. The effect of third-party credit enhancements is not included in the fair value measurement.

December 31, 2004 December 3, 2013

Currying Carrying

Amount Fair Vulue Amount Falr Value
FPL 5 20391 % 22670 5 20907 § 22 177
PPL Energy Supply 2,218 2,204 2,525 2,658
PIL Electric 2,602 2,950 2,3i5 2,483
LKE 4,567 4,946 4,565 4,672
LG&E 1,353 E,455 1,353 ezl 77
KU 2,091 2313 2,001 2,155

The carrying votue of short-term debt {including notes between affiliates), when outstanding, approximates fair value due to the variable interest mtes
associated with the short-term debt and is classified as Level 2.

Credit Concentration Associated with Financial Instronicnts
(All Registranty)

Contracts nre entered into with many eatities for the purchase and sale of energy, When NPNS is elected, the fair value of these contracts is not reflected in
the financial stutements. However, the fair value of ihese contracts is considered when committing to new business from a credit perspective. Sec Note 17 for
information on credit policies used to manage credit risk, including master netting artangements and collater! requirements.

(PPL and PPL Energy Supply)

Al December 31, 2014, PPL and PPL Energy Supply had credit exposure of $708 million from encrgy trading partners, excluding exposure from related
parties (PPL Energy Supply only) and the effects of netting nmangements, reserves and collaterel, As a result of netting smangements, reserves and collateral,
PPL and PPL Encrzy Supply’s credit exposure was reduced to $374 milkion. The top ten counterpartics including their affiliates accounted for $164 miltion,
0r 44%, ol these exposures. Nine of these counterpartics had an investment grade credit rating from S&P or Moody's end accounted for 95% of the top ten
cxposures. The remaining counterparty is mted below investment grade, but is current on its obligation. Sce Notc 14 for information regarding PPL Energy
Supply's related pany credit exposure,
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(PPL Elcctric)

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

(LKE, LG&LE and KU))

At December 31, 2014, LKE's, LG&E's and KU's credit exposure was not significant,

17, Derivative Instruments and Hedging Activities

Risk Manngement Ohjectives

{All Registrants)

PPL has a risk manugement policy approved by the Board of Directors to manage market risk associated with commaodities, interest rates on debt issuances
and foreign exchange (including price, liquidity and volumetrie risk ) and credit risk (inciuding non-performance risk and payment default rsk). The RMC,
comprised of senior munagement and chaired by the Chief Risk Officer, oversees the risk management function. Key risk control activitics designed to
ensure compliance with the risk policy and detailed programs include, but are not Emited to, eredit review and appraval, validation of transuctions and
murket prices, verification of risk and trnsaction limits, VaR analyscs, portfoiio stress tests, gross margin at risk anelyses, sensitivity analyses and daily
portfolio reponting, including open positions, determinations of fair value and other risk management metrics.

Market Risk

Market risk includes the potential loss that may be incurred as a result of price changes nssociated with a particular financial or commodity instrument us well
as market Hquidity and volumetric risks. Forwand contracts, futures contracts, options, swaps and structured trunsactions are utilized as part of risk
management strategics to minimize unanticipated fluctuations in eamings caused by changes in commodity prices, volumes of full-requirement sales

contracts, basis exposure, interest rates and foreign cumency exchange rates. Many ofthe contracts meet the definition of a derivative. All denivatives are
recognized on the Balance Sheets af their fair value, unless NPNS is clected.

The table below summarizes the market risks that affect PPL and its Subsidiary Registrunts,

rrL PrL
PPL Enerpy Supply Elcctric LKE LGAE KL

Commodity price risk (including basis and

volumetric tisk) X X M M M M
Interest rate risk:

Debt issuances X X M M M M

Defined benefit plans X X M M M M

NDT securitics X X
Equity securities price risk

Defined benefit plans X X M M M M

NDT securities X X

Future stock transactions X
Fareign correney risk - WPD investment and

earnings X

X PPL and PPL Energy Supply actively mitigate market risks through their risk munapement pragrams described above,
M The regulatory environments for PPL's regulated entities, by definition, significantly mitigate macket risk

Cammodity price risk
P

e PPL isexposed to commodity price risk through its domestic subsidiarics as described below. WPD is cxposed to volumetric risk which is significantly
mitigated as a result of the method of regulation in the UK.

= PPL Energy Supply is exposcd to commodity priee risk forencrgy and energy-related products associated with the sale of electricity from its genemting

assets and other ciectricity and gas marketing activities and the purchase of fuci and fuel-related commodities for generating assets, as well as for
proprictary trading activities.
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» PPL Electric is exposed to commodity price risk from its obligation as PLR; however, its PUC-z2pproved cost recovery mechanism substantially
climinates its cxposure to this risk. PPL Electric also mitigates its exposure to volumetric risk by entering into full-requirement supply agreements to
serve its PLR customers. These supply agreements transfer the volumettic risk associated with the PLR obligation to the energy suppliers,

« LG&E'sand KU's mtes include certain mechanisms for fucl and environmental expenses. In addition, LG&E's mtes include certain mechanisms for £as
supply. These mechanisms generally provide for timely recovery of magket price and volumetric fluctuations associated with these expenscs.

Interest rate risk

« PPL and its subsidiarics are exposed to interest mic risk associated with forecasted fixed-rate and existing flonting-rate debt issuances, WPD holds over-
the-counter cross currency swaps to limit exposure 1o market fluctuations on interest and principal payments from changes in foreign cumrency exchange
rates and interest rates, LG&E utilizes over-the-counter interest rate swaps to limit exposure to market fluctuations on floating-rate debt, and LG&E and
KU utilize forward stanting interest rate swaps to hedge chanpes in benchmark interest rates, when appropriate, in connection with future debt issuances.

»  PPL and its subsidiaries are cxposed to interest rate risk assoeiated with debt sccurities held by defined benefit plans. This risk is significantly mitigated
1o the extent that the plans are sponsored at, or spensored on behalTof, the regulated domestic wtilities and for certain plans at WPD due to the recovery
mechanisms in place. Additionatly, PPL Energy Supply is exposed to interest rote risk associnted with debt seeurities held by the NDT,

Equity securities price risk

« PPL and its subsidiarics are cxposed 10 equity sccurities price risk associnted with defined benefit plans. This risk is significantly mitigated at the
regulated domestic utilitics and for certain plans at WPD due to the recovery mechanisms in ptace. Additionally, PPL and PPL Encrgy Supply arc
exposcd to equity securitics price risk in the NDT funds.

e PPL is exposed 1o cquity securities price risk from future stock sales and’or purchases,

Foreign currency risk

= PPLiscxposed to foreign currency exehange risk primarly associated with its investments in and carmnings of UK. affiliates.

Credit Risk

Credit sk is the potential loss that may be incurred duc to a countemparty's non-pedformance.

PPL s exposed to credit risk from "in-the-moncey™ interest ratc and foreign currency derivatives with financial institutions, as well as additional credit fisk
through certain of'its subsidiarics, as discussed below.

PPL Encrgy Supply is exposcd to credit risk from “in-the-money"” commodity detivatives with its energy trading partners, which includc other cnerpy
companies, fucl suppliess, financial institutions, other wholesale customers and retail cusiomers,

The majority of PPL and PPL Encrgzy Supply's credit risk stems from commodity derivatives for multi-ycar contracts for encrgy sales and purchascs. 1f PPL
Energy Supply’s counterpartics fail to perform their obligations under such contracts and PPL Energy Supply could not replace the sales or purchases ot the
same orbetter prices as those under the defaulted contructs, PPL Enerey Supply would incur fnancial losses. Those losses would be recognized immediately
ot through lower revenues or higher costs in future years, depending on the accounting trestment for the defaulted contracts. In the event o supplierof LKE
(through its subsidiaries LG&E and KU) or PPL Electric defaults on its obligation, these entitics would be required to seck replacement power or replacement
fuel in the market, In genenl, subject 1o regulatory review or other processes, appropriate incremental costs incurred by these cntities would be recoverable
from customers through applicable rate mechanisms, thus mitigating the financial risk for these entitics.
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PPL and its subsidiaries have credit policics in place to manage credit risk, inctuding the use of an established credit approval process, daity monitoring of
countemasty positions and the use of master netting agreements or provisions. These agreements generally include credit mitigation provisions, such as
margin, prepayment or collaternl requirements. PPL gnd its subsidiaries may request additiona] credit assurance, in certain circumstances, in the event that
the counterpantics’ credit mtings falt below investment grde, their tangible net worth falls below specified percentages or their exposures exceed an
established credit limit. See Note 16 for credit concentration assaciated with energy trading panners,

Master Netting Arrangements

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

PPL's and PPL. Encrgy Supply's obligation ta retum counterparty cash collateral under master netting arangements was $11 million and 59 million at
December 31, 2014 and 2013.

PPL Electric, LKE and LG&E had no obligation to retumn cash collateral under master netting armangements at December 31, 2014 and 2013,
PPL, LKE and LG&E had posted cash collateral under mpster netting ammangements of $21 miltion and $22 million at December 31, 2014 and 2013.
PPL Encrgy Supply, PPL Electric and KU did not post any cash collateral under master netting armangements at December 31,2014 and 2013,

Sec "Offsetting Derivative Investments" below for a summary of derivative positions presented in the balance sheets where a right ofsetoif exists under these
amangcments.

(PPL and PPL Energy Supply)
Commuadity Price Risk (Non-trading)

Commadity price risk, including bosis and volumetric risk, is among PPL's and PPL Energy Supply’s most significant risks due to the level of investment thal
PPL and PPL Energy Supply maintuin in their compctitive generation assets, as well as the extent of their marketing activities. Scveral factors influence price
levels and volatilitics, These factors inchude, but are not limited to, seasonal changes in demand, weather conditions, available gencrating assets within
regions, transportation/trmansmission availability and reliability within and between regions, market liquidity, and the natune and extent of current and
potential federal and state regulations.

PPL Encergy Supply maximizes the valye of its unregulated wholesale and wnregulated retail energy portfolios through the use of non-trading strategics that
include sales of competitive basclond generation, optimization of competitive intermediate and penking generation and marketing activities.

PPL Energy Supply has a formal hedging program to cconomicatly hedge the forecasted purchase and sale of electricity and related fuels for its competitive
baseloud generntion fleet, which includes 6,644 MW (summer rating} of nuclear, coal and hydroelectric generating capacity. PPL Energy Supply attempts to
optimize the everll value of its competitive intermediate and peaking fleet, which includes 3,252 MW (summer mting) of natural gas and oil-fired
generation, PPL Energy Supply's marketing portfolio is comprised of full-requirement sales cantracts and related supply contracts, retail natural gas and
clectricity seles contracts und other marketing activities. The stmtegics that PPL Energy Supply uses to hedge its full-requircment sales contracts include
purchasing cnergy (at a liquid trading hub or direeily at the load delivery zone), capacity and RECs in the market and/or supplying the energy, capacity and
RECs from its generation assets,

PPL and PPL Energy Supply enter into financial and physical derivative contracts, inchuding forwards, futures, swaps and options, to hedge the price sk
associated with ctectricity, naturl gas, ol and other commodities. Centain contrcts are non-derivatives or NPNS is clected and therefore they are not
reflected in the financial statements until detivery. PPL and PPL Energy Supply segregate their non-truding activitics into two categories: cash flow hedges
and cconomic nctivity as discussed below.



Cuash Flow Hedges

Centain derivative contmets have qualified forhedpe accounting so that the efiective portion of a derivative's gain or loss is deferred in AOCI and reclassified
into camings when the foreensted transaction occurs, Certain cash {low hedge positions were dedesignated during 2013 and the unamonized pontion
remained in AOCTbecause the original forecasted transaction is still expected to occur. There were no active cash flow hedges at December 31, 2014 and
2013, At Deeember 31, 2014, the sccumulated net unrecognized after-tax pains (losses) that are expected to be reclassified into camings during the next [2
motiths were $19 million for PPL and PPL Energy Supply. Cash flew hedpes are discontinued if it is no longer probable thot the original forecasted
tmnsaction will occur by the end ol the originally specified time periods and any amounis previously recorded in AOC! are reclassified inte camings once it
is determined that the hedge transaction is probable of not occurming. For 2014 and 201 3, there were no reclassifications, while in 2012, such
reclassifications were insignificant,

For2014,2013 and 2012, hedge incffectiveness associnted with cnergy derivatives was insignificant.

Economic Activity

Many derdvative contracts cconomically hedpe the commodity price risk associated with clectricity, natuml gas, oil and other commodities but do not
receive hedge accounting treatment beeause they were not eligible for hedge accounting or because hedge accounting was not clected. These derivatives
liedpe a portion of the ceonomie value of PPL Energy Supply's competitive generation assets and unregulated full-requirement and retail contracts, which are
subject to chanpes in fair value due to macket price volatility and volume expectations. Additionally, economic activity also includes the ineffective portion
of qualifying cash flow hedges (see "Cash Flow Hedges™ above). The derivative contracts in this category that existed at December 31, 2014 range in
maturity through 2019,

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

The unrealized gains (losses) for cconomic activity for the years cnded December 31 were as follows.

2004 2013 ni2
Operating Revenues
Unregulated wholesale encrigy s 325 % (721) % (3tn
Unregulated cetail energy 24 12 (17
Opcrating Expenses
Fuel " Eh) (14)
Energy purchoscs (327) 586 442

Commadity Price Risk (Trading)

PPL Energy Supply has & proprictary trading stratepy which is utilized to take advantage of market opportunities primarily in its gecographic footprint. Asn
resutt, PPL Energy Supply muy at times create a net open position in its portfolio that could result in losses if prices do not move in the manner or direction
anticipated. Netenergy trading margins, which are included in "Unregulated wholesale energy” on the Statements of Income, were $75 million for 2014 and
insignificant for 2013 and 2012.

Commodity Volumes

At December 31, 2014, the net volumes of derivative (sales)/purchiase contracts used in support el the various strtegies discussed above were as follows.
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Yolwmes (a1)

Commuodity Unit of Neasore 205 26 217 Therealter
Power MWh (39,946,543} (4,999,532) 741,005 3,426,579
Capucity MW-Month (6,604) (249) 6 4
Gas MMBtu 136,349,655 42,144,483 5,804,511 8,969,760
FTRs MW-Month 2,803

oil Barrels 421,19 374,334 251,670 661,000

(2)  Volumes for option contracts factor in the probability of an eption being exercised and miay be less thun the notional amount ef the option,
Interest Rate Risk
(PPL, LKE, LG&E and KU/

PPL and its subsidiarics issue debt to finance their operations, which exposes them 1o interest mte risk. Various financial derivative instruments are utilized
1o adjust the mix of fixed and floating interest mtes in their debt portfolie, adjust the duration of the debt portfolio and lock in benchmark interest mtes in
anticipation of future finoncing, when appropriate. Risk limits under PPL's risk management progrm are designed to balance risk exposure 1o volatility in
interest expense and changes in the fair value of the debt pontfolio due to changes in benchmark intercst rates.

Cash Flow Hedges
(PPL)

Interest mte risks include exposure to adverse interest rte movements for outstanding variabie mic debt and for future anticipated financings. Financial
interest Tate swap contracts that qualify as cash flow hedges may be entered into to hedge floating interest mte risk associated with both existing and
anticipated debt issuances. At December31, 2014, PPL held an sggregate notional vaiue in interest mte swap contracts of $1.6 billion that range in maturity
through 2045, The amount outstending includes swaps entered into by PPL on behalfof LG&E and KU. Realized gains and tosses on the LG&E and KU
swaps are probabie of recovery through reguiated rates; as such, any gains and losses on these derivatives are ineluded in regulatory nssets or liabititics snd
will be recognized in "Interest Expensc” on the Statements of Income over the life of the underlying debt at the time the underlying hedged interest expense
is reconded.

At Decermber 31,2014, PPL held an aggregete notional vatue in cross-curmency interest rate swap contmets of$1.3 hillion that range in maturity through
2028 to hedge the interest payments and principal of WPD's U.S. dollar-denominated senior notes.

For2014,2013 end 2012, hedge incffectiveness associated with interest mie derivatives was insignificant,

Cash flow hedges are discontinued if it is no longer probable that the original foreeasted transaction will occurby the end of the originally speeified time
period and any smounts previously recorded in AOC| are reclussified into camings once it is determined that the hedged transaction is probabte of not
occuming. PPL had sn insignificant smount for 2014 and no such reclassifications in 2013 and 2012,

At December 31, 2014, the accumulated net unrecognized after-tax gains (losses) on qualifying derivatives that are expected to be reclassified into camings
during the next 12 months were $(10) million. Amounts are reclassified s the hedged interest expense is recorded,

(LKE, LGLE and KU}

Pedodically, LG&E and KU enter into forward-stanting interest rate swaps with PPL that have terms identical to forward-starting swips entercd into by PPL
with third parties. Realized geins and losses on all of these swaps are probablce of recovery through regulated rites; as such, any gains and losses on these
derivatives are included in regulatory asscts or linbilities and will be recognized in "Interest Expense” on the Statements of Income over the life of the
underlying debt at the time the underlying hedged interest expense is recorded. At December 31, 2014, the total notional amount of forward starting interest
rate swaps outstanding was $1 billion (LG&E and KU cach held contracts of $500 million). The swaps range in maturity through 2045, There were no
forward starting interest mie swaps outstanding at December 31, 2013. Net cash scttlements of $86 million were received on swaps that were terminated in
2013 {LG&E and KU cach received $43 million), The settlements are included in "Regulatory linbilities” (noncurrent) on the Balance Sheets and "Cash
Flows from Opemting Activities” on the Statement of Cash Flows,
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Economic Activity (PPL, LKE and LG&E)

LG&E enters into interest mte swap contracts that economically hedge interest payments on variable rate debt. Because realized gains and losses from the
swaps, inciuding a terminated swap contract, are recoverable through regulated rates, any subsequent changes in fair value of these derivatives are included
in regulatory asscts or linbilities until they are realized as interest expense. Realized gains and losses are recognized in "lnterest Expense” on the Statements
of Income at the time the underlying hedged interest expense is recorded. At December 31, 2014, LG&E held contraets with a notional amount of'$179
million that mnge in maturity through 2033,

Foreign Currency Risk

(PPL}

PPL is exposed to foreign currency risk, primarily through investments in and carnings of UK. affiliates. PPL has sdopted a foreign cumency fsk
management program designied to hedge certain foreign currency exposures, including firm commitments, recognized assets or liabilities, anticipated

trnsactions and nct investments. In addition, PPL enters into financial instruments to protect against foreign currency translation risk of expected carnings.

Net Investment Hedpes

PPL enters into foreign currency contmcts on behaif of a subsidiary to protect the value of n portion ofits net investment in WPD, The contracts outstanding
at December 31, 2014 had a notione] amount of £217 million (approximately $355 million based on contracted rates). The settiement dates of these
contracts range from May 2015 through June 2016.

Additionally, a PPL Global subsidiary that hasa U.S. dellar functional cumency entered into GBP intercompany loans payable with WPD subsidiaries that
have GBP functional currency. The loans qualify ns » net investment hedge for the PPL Global subsidiary, As such, the foreign currency gains and losses on
the intercompany loans for the PPL Global subsidiary are recorded to the foreign currency translation adjustment component ol OCL. For 2014 and 2013,
PPL recognized insignificant amounts of net investment hedge goins (losses) on the intercompany loans in the foreign currency transiation adjustment
component ol OCIL. At December 31, 2014, there were no outstanding foan balances.

AtDecember31, 2014 and 2013, PPL had $14 million and an insignificant amount of accumulated net investment hedge after tax gains (losses) that were
included in the forcign currency translation adjustment component of AOCL.

Economic Activity

PPL enters into foreign currency contracts on behaifofa subsidiary 1o economically hedge GBP-denominated anticipated enmings. At December3 1, 2014,
the total exposure hedged by PPL was approximately £1 4 billion (approximatcly 52.2 billion based on contracted rates), These contmets had termination
dates ranging from January 2015 through December 2016,

Accounting and Reporting
(Al Registrants)

All derivative instruments are recorded at fair value on the Balanee Sheet as an asset or linbility unless NPNS is elected. NPNS contracts for PPL and PPL
Encrzy Supply include certain full-requirement sules contracts, other physicai purchase and sules contracts and certain retaii energy and physical capacity
contracts, and for PPL Elcetric include certain full-requirement purchase contracts and other physical purchase contracts. Changes in the fair valuc of
desivatives not designated as NPNS are recognized currently in camings unless specific hedge aceounting criteria are met and designated as such, except for
the changes in fair vaiues of LG&E's and KU's interest sate swaps that are recognized as regulatory assets or regulatory liabilities. See Note 6 for amounts
recorded in regulatory assets and regulatory liabilitics at December 31,2014 and 2013. PPL and PPL Enerpy Supply have many physical end financial
commodity purchases and sales contracts that economically hedge commodity price risk but do not receive hedge accounting treatment. As such, reatized
and unrealized gains (losses) on these cottricts are recorded currently in eamings. Generally each contract is considered a unit of recount and PPL and PPL
Energy Supply present gains (losscs) on physical and financial commodity sales contracts in "Unregulated wholesale energy” or "Unreguloted retail energy”
and (gains) losses on physical and financial commodity purchase contrets in "Fuel” or "Energy purchases” on the Statements of Income. Certain of the
ceonomic hedging stmtegies cmployed by PPL Energy

270



Supply utilize a combination of financial purchases and sales contracts which are similufly reported gross as an expense end revenue, respectively, on the
Statcments of Income., PPL Encrgy Supply reconds realized hourly net sales or purchases of physical power with PIM in its Stutements of ITncome ns
"Unregulated whelesale energy™ if in a net sales position and "Energy purchases” if in a nct purchase positian,

Sce Note 1 [or additional information on nccounting policices related to derivative instruments.

(PPL)

The following table presents the fair value and location of derivative instruments recorded on the Balonce Sheets,

Current:
Price Risk Management
Assets/Linbilities (o)
Interest raje swaps (b}
Cross-currency swaps {(b)
Foreign currency
cofitracts
Commodity contracts
Tuotad current
Nuoncurrent:
Price Risk Munagement
Assets/Liubikities (a):
Enterest rate swaps (b)
Crass-currency swaps (b)
Foreign currency
contracts
Commodity contracts
Total noncurrent

Tutal derivatives

December 31, 2004

December 31, 2013

Derfvatives designnied us
hedping instruments

Derivatives not desipnated
us hedging instrunicnts

Derlvatives desipnated as

bedging Instruments

Berbvatives nol designated
ns hedging instruments

Assets Liabilitles Asvels Liulsilities Assets Liahilities Assels Liabilities
M 94 5 5% B2 $ 4
5 4
5 12 $ 67 16 55
1.079 [.024 £ Hol 750
12 97 1.146 1,029 H2 20 #al0) 809
14 43 9 3z
29 28
5 46 2 4 3t
234 193 328 320
34 14 285 238 9 32 328 383
¥ 46 $ 1t1 § 1431 % 1267 § of 8 52 § FIHE § 1,192

{#) Represents the location on the Balance Sheets.
{b) Excludes acerued interest, if applicable.

The following tables present the pre-tox effect of derivative instruments recognized in income, OC1 or regulatory assets and regulatory liabilities.

Derbvatives in
Fafr Volue Hedging

Hedged Items in
Fuir Value Hedging

Location of Gain
(Loss) Recognized

Gain (Loss) Recogntred

Gain (Loss) Recopnized

Relatinaships Relutionships in Income in Incame on Derivative it lacome on Related Item
il s
Interest rate swaps Fixed rale debt Interest Expense 5 3
Gain (Loss) Recognired
in Income on Derfvative
Derivatlve Gaha Eocation af Galn (Loss) Gain (Loss) Reclussiffed (Ineffective Portion and
Derivative {Loss) Reeopnized in Recopgukeed in Incame from AOCT into Jueane Amuunl Excluded fram
Helntionships QOCI (Effective Portion} un Derivative [Effective Portion) Effcctiveness Testing)
2004
Cash Flow Hedges:
Interest rate swops M (91} Interest Expense s () s 2
Cross-currency swaps 58 Other Income (Expense) - net 57
Interest Expense 4
Commodity contracts Unrepulated wholesole energy |
Energy purchases 31
Depreciation ]
Discentinycd operations 8
Tatal $ (33) £ BS5 H
Net [nvestment Hedyes:
Fareign currency contracts £ 1



Guin (Loss) Recognized
in Income on Derivaitve

Deslvative Guin Laocation of Guin (Loss) Galn (Loss) Reclussified {InelTeetive Portion ond
Derfvatlve (Lossy Recagnized In Recoznized in icome from AOC] into Income Amount Exclided from
[telstinnships OCI (Effective Portlon) on Derivatlye {Effeetive Portion) Effcetiveness Testing)
2013
Cash Flow ledges:
Interest rate swaps 5 127 Interest Expense 13 (20}
Cross-currency swaps (41) Oiher Income (Expense) - net (38)
Interest Expense ]
Commodisy contracts Unrepgulated whaolesale enetrgy 240 3 1
Energy purchases (58)
Depreciation o
Other 3
Discontinued operations 23
Total 5 H6 - 163 § 1
Net Investment Hedges:
Foreign currency cantracis 3 (14
2
Cash Flow Hedges:
Interest rate swaps k] {28) Interest Expense 5 (18)
Other Income (Expense) - net 1
Cross-curtency swaps (I5) Other Income (Expense) - net 23)
Intetest Expense (2
Commaodity contracts 114 Unregelated wholesale encegy HiB § {h
Energy purchases {136) (2)
Deprecintion 2
Discontinued operations 50
Total $ 71 5 712 % &1
Net Investment Hedpes:
Foreign currency conlracts g (N
Derivatives Not Designoted as Lueatlen of Galo (Loss) Recognized in
Tedging Instroments Irtea e oo Derivative 14 2013 2012
Foreign currency contracts Other Income {Expense) - net 5 121 5 (38) $ (52)
Interest rate swaps Interest Expense {8) (8} (8)
Commodity contracts Unregulated wholesale encrgy (1,353) (99} 1,182
Unrepulated retail enetpy 30 25 30
Fuel (30) 2
Enerpy purchases 1,013 130 {965)
Discontinued operations 6 14 17
Total i (221) 8§ 26§ 204
Derivatives Desipnated as Location of Guin {Loss) Recopnized ns
Cash Flow Iledaes Repulatory Linhilities/Assets 014 2013 2012
Intzrest rote swaps Regulatary nssets - nancurrent $ (66)
Regulatory liabilities - noneurrent 5 i72] 8 14
Derivatives Not Dusipnated as Loeation of Gain {Loss) Recopnlzed as
Iedzing Instruments Revulatory Linhillties/Assets 2014 2013 2012
Interest rete swaps Regulntory assets - noncurrent $ {12) 3 = 9 I

(PPL Energy Supply)

The lollowing tables present the fair value end location of derivative instruments recorded on the Balunce Sheets.
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Current;
Price Risk Management
Assets/Linbilities (a):
Commadity contracts
Total current
Noncurrent:
Price Risk Management
Assets/Liabilities {a):
Commodity contracts
Total noncurrent

Total derivatives

(a) Represents the location on the Balance Sheets,

December 31, 2004

December 31, 2013

Berivatives not designated
as bedping instruments

Derivatives not designated
as hedginge nstruments

Assets Liahillties Assuts Liabilities
5 1.079 § 1.024 3 60 750
1,079 E.024 H60 750
255 193 328 320
239 193 328 320
5 1.318 § 2 S LI 8 1,070

The following tables present the pre-tax effect of dervative instruments recognized in income or OCIL

Derivative
Relationships

Locatton of Goli {Lusy)
Recognized in Income
on Derivative

Derivative Gain
(Loss) Reeppnized in
OC1 (Effective Portion)

Guin (Loss) Reclussilied
from AOCT lnto Incame
{Effective IPortinn)

Gaoin (Loss) Reeopnized
In fucome on Derivative
(InelMMective Portion and
Ampunt Excluded from
Effeetiveness Testlug)

2014
Cash Flow Hedges:

Commadity coniracts Unregulated wholesale enerpy M 1
Energy purchases 3
Depreciation 2
Discontinued operations H
Total 5 42
2013
Cash Flaw Hedges:
Commodity contracts Unregulated wholesale energy s 140 3 1
Energy purchases (58)
Deprecintion 2
Discontinued operations 23
Total 3 207 § |
2012
Cash Flow Hedges:
Commudity contracls 5 114 Unregulated wholesale energy % 838 % [43]
Energy purchases {136) [#4]
Depreciation 2
Discontinued operations 51)
Tatal 3 114 M 754 § {3)
Derivatives Not Besigonated as Locatlon of Gain (Loss) Recugnized in
Hedping [nstruments Ineome on Derivatbve 24 213 2012
Commodity contracts Unregulated wholesale energy s (1,353) % 99) § 1,182
Unregulated retail energy 30 15 30
Fuel (30} 2
Energy purchases 1,013 130 (965)
Discontinued operations 6 14 17
Total 5 {334) § 723 264

(LKE)

Thie following table presents the fair value and the location on the Balance Sheets of derivative instruments designated as cash flow hedges.
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December 31, 2014 December 31, 2013

Assets Liabititivs Assots Linbititles
Current;
Price Risk Monagement
Assets/Linbilities (o).
Interest rate swaps $ 66

(3) Represents the location on the Balunce Sheet.

The following table presents the pre-tax effect of derivative instruments designated os cash flow hedges that are recognized in regulafory assets and
linbilities.

Derivative Instruments Locativn of Guin (Lass) 2014 213 202
Imerest rate swaps Repulatory assets - noncurrent s {66)
Regpulatory liabilites - noncurrent £ 78 14
(LG&EE)
The following tabie presents the fiir value and the location on the Balance Shects of derivative instruments designated as cash flow hedges.
December 31, 2014 Decerber 31, 2013
Assets Linbllities Assets Linhitities
Current:
Price Risk Munagement
Assets/Liabilities (u):
Interest rate swaps 3 33
(2} Represents the location on the balanee sheet.
The following table presents the pre-tax effect of derivative instruments designated as cash flow hedges that are recognized in regulatory assets and
linbilities.
Derivative Instruments Lucatiot af Gain {Luss) 2014 20013 a2
Interest rate swaps Reputatory asset - noncurrent 5 (33)
Regulatory liabilitics - noncuerent 5 36 § 7
KU)
The following tablc presents the fair value and the location on the Balance Sheels of derivative instruments designated as cash flow hedges.
December 31, 2014 December 31, 2013
Assels LiabTitics Assely LIahilities
Current
Price Risk Management
Assets/Linbilities (n):
Interest rate swaps s LH
{u) Represems the Jocmion on the Balunce Sheets.
The following table presents the pre-tax effect of derivative instruments designated as cosh flow hedges that are recognized in regulatory assets and
liebilities.
Derivative Instruments Locution of Guin {Loss) L4 213 2012
Interest rate swaps Regulatory ussets - noncurrent $ an
Regulatary lizbilities - noncurrent b i6 3 7
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(LKE and LG&E)

The following table presents the feir value and the location on the Balance Sheets of derivatives not designated gs hedging instruments.

December 31, 2014 December 31, 2013
Assets Linbllitics Assels Linbilitics
Current:
Price Risk Management
Assets/Linbilities (a):
Interest rate swaps 5 3 3 4
Total current 5 4
Noncurrent:
Price Risk Management
Assets/Linhilities ()
Inierest rate swaps 43 32,
Total noncurrent 43 32
Total derivatives H 48 5 36
{n} Represents the location on the Dalance Sheets.
The following tables present the pre-tax effect of dervatives not designated as cash flow hedges that ar recognized in income orregulatory assets,
Derivative Instruments Lucation of Gala (Loss) 2014 2013 2012
Interest rate swaps Interest Expense s (8) % (H) § (8)
Derfvative Instruments Luocation of Gain {(Lossi 2014 2013 2012
Interest mic swaps Regulatory nssets - noncurrent s (o 3 22 % |

(All Registrants except PPL Electric)
Offsetting Derivative Instruments

PPL, PPL Encrgy Supply, LKE, LG&E and KU ar certain of their subsidiarics have master netting arrngements or simitar agreements in place including
derivative clearing agreements with futures commission merchants (FCMs) to permit the trading of cleared derivative products on one or more futures
exchanges. The clearing armngements permit an FCM to usc and apply any property in its possession as a set off o pay amounts ordischarge obligations
owed by a customer upon default of the customer and typically do not place any restrictions on the FCM's use of collateral posted by the customer. PPL, PPL
Encrgy Supply, LKE, LG&E and KU and their subsidiarics also enter into agreements pursuant to which they trade centain energy and other products., Under
the agreements, upon termination of the agreement as a result of a default or other termination event, the nen-defoulting party typicatly would have a right to
setoffamounts owed under the agreement against any other obligations arising between the two parties (whether under the agreement or not), whether
matured or contingent and imespective of the currency, place of payment or place ol booking of the obligation.

PPL, PPL Enemgy Supply, LKE, LG&E and KU have clected not to offset dervative assets and liabilities and not to offset net dervative positions against the
tight to reclaim eash coltateral pledged (an asset) or the obligation 1o retum cash collateral received (a liability) underderivatives agrecments. The table
below summarizes the derivative positions presented in the balance sheets where & right of setoff exists under these amangements end related cash collateral
received or pledged.,

Asscls Linhillties
Eligibile for Offset Eiigibie for Offset
Cush Cash
Derivative Collateral Derivative Collateral
Gross Instruments Received Net Gross Instruments Pledaed Nt

December 31, 2014
Br

Energy Commuoditics 3 1,318 § 1,860 § 10 3 248§ 3217 & Lo6D § 58 8 99

Treasury Derivutives 159 05 94 tot 63 21 75
Total 5 1477 § L2578 10 3 342 § 1378 § 1,125 % 79 3 £74




ANsis Linbilities
Elfgribie Tor Offset Eligihle Tor Offset
Cash Cash
Blerivative Colinteral Derivative Cillateral
Gross Instruntents Reeebved Nt Griss Instruments Pledped Net

PPL Envrpy Supply
Encrgy Commodities $ 1318 § 1,060 § 10 § 148 § 1217 § 1.060 § 58 % 99

LKE
Treasury Derivatives

LG&T
Treasury Derivatives

KL
Treasury Derivatives

December 31, 2013
L A
Energy Commoditics $ 1,Ig4 § 912 % 78 269 3§ 1,070 $ 912 § 18 157
Treusury Derivatives 91 6] 30 174 [ 23 L]
Total 3 1,279 % 573 8 78 299§ 1.244 § 973 % 24 8 247

PPl Encrpy Supply
Energy Commoditics 5 1,188 § 912 8 T % 269 % 1070 § 912 § (18- 157

LKE
Trensury Derivalives

LG&E
Treasury Derivatives

Credic Risk-Related Contingent Features

Certain derivative contracts contain credit risk-related contingent features which, when in a net liability position, would permit the counterpantics o require
the transfer of additional collnteral upon a decrease in the credit rtings of PPL, PPL Encray Supply, LKE, LG&E ond KU or certain of their

subsidiarics. Most of these features would require the transfer of additional colloteral or permit the counterparty to terminate the contmct if the applicable
credit mting were to fall below investment grade. Some of these features also would allow the countctparty to require additional collateral upon each
downgrade in the credit rating at levels that remain above investment grade. In cither case, if the appliceble credit mting were to fall below investment grade,
and assuming no assignment to an investment grade affilinte were allowed, most of these eredit contingent features require either immediate payment of the
net liobility as a termination payment or immediate ond ongoing full collateralization on derivative instruments in net liability positions.

Additionally, cenain derivative contracts confain credit risk-related contingent features that require adequate sssurence of performance be provided ifthe
other party has reasonable concerns reganding the performance of PPL's obligation under the contract. A counterparty demanding adequate assurance could
require a transfer of additional collateral or other seeurity, including letters of credit, cash and puarantecs from o creditworthy entity. This would typically
invalve negatiations among the pariies. However, amounts disclosed below represent assumed immediate payment or immediate and ongoeing full
collateralizution for derivative instruments in net tability positions with "adequate assurance” features.

(Al Registrants except PPL Electric and KU}

At December 31, 2014, derivative contracts in a net liability position that contain credit risk-related contingent features, coltateral posted on those positions
and the related effect of a decrease in eredit ratings below investment grade are summarized as follows:
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PPL

"L Enerpey Supply LKFE LG&E
Aggregate fair value of derivative instruments in a net liability
position with credit risk-related contingent fentures $ ia2 $ 94 % L1 3 0
Aggregate fuir value of collateral posted on these desivative instruments 127 106 21 !
Agpregate foir value of additional collateral requirements in the event of
a credit downgrade helow investment grade (a) T (b 26 (b 10 14

{n) Includes the effect of net reecivables and payables already recorded on the Balance Sheet.
{h) During the second guarter of 2014, PPL Encrgy Supply experienced a downgrade in its corporate credit ratings tw below investment grade. Amounts related to PPL Encrgy
Supply represent net liahility positions subject to further adequate assurance featuses.

18. Goodwill and Other Intangible Assets
Goodwit]
(PPL)

The chunges in the carrying amount of goodwill by segment were:

L.K, Repnlated Kentncky Regulated Supply Tutal
204 2013 2414 2013 2014 2013 2014 2013
Balance at beginning of period (a) s 43 8 3n7e 662 § 662 § 420 % 420 § 4225 § 4,158
Allocation ti discomtinued operntions (b) {82) (82)
Effect of furcign currency exchange rotes (138) 57 {138) 67
Mlinse i il o porlia {x) $ 3005 3 343 § 662 3 662 § 338§ 420 5§ 4005 § 4238

() There were no sceumulated impairment [osses relaied 10 poadwill.
(b} Represents goodwill allocated to the Montana hydroclectric generating facilities that were sold in November 2014 See Note B for additional information

(PPL Energy Supply)

For PPL Energy Supply, the change in camying amount of goodwill for the year ended December 31, 2014 was due to goodwill allocated to the Montana
hydroelectric genemting facilities which were sold in November 2014, Sec Note 8 foradditional informatian.

Otber Intangible Assets
(PPL)

The gross camying amount and the accumulated amontizetion of otherintangible asscts were:

December 31, 2004 December 31, 2013
Girnss Gross
Carrying Accumalated Currying Avcumulated
Aout Amuortization Amunt Atietizutinn
Subject 1o omuortizatian:
Contracts () $ 408 $ 250 § 408 5 202
Land und transmission rights 359 121 331 117
Emission allowancesRECs (h) 15 16
Licenses and other {¢) 280 28 305 45
Tuotuk subject 10 amortizatinn 1,062 396 1,066 364
Nut subjeet to amortlzation due to indefinite Qfe:
Land and transmission rights 16 16
Eascments 250 219
Tatal eot subject to amortlzatioe due we indefinite life 266 155
Total 5 1328 § 39 S 1315 § 364

{n) Ciross carrying amount includes the fair value at the acguisition date of the OVEC power purchose contract and eoal contracts with terms favorable 1o market secognized as o result
of the 2010 ucquisition of LKE by PPL. Offsctting regulatory linhilities were recerded related 1o these contracts, which are being amortized over the same period as the intangible
assets, eliminating any income statement impact  This is referred 1o as “regulatory offset” in the tables below  See Note 6 for additional information.

{b} Emission allowances/RECs ure expensed when consumed or sald; therefore, there is no accumulated amortization.
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{c) "Other" includes costs for the development of licenses, the most significant of which is the COLA  Amonization of these cosis begins when the refated osset is placed in
service. Sec Note B for addittenal information on the COLA

Current intangible assets are included in "Other current nssets” and long-term intangible assets are included in "Other intangibles” on the Balance Sheets.

Amonization expense for the years ended Deeember 3 |, excluding consumplion of emission allowances RECs of $24 million, $23 million and $12 million
in2014,2013 and 2012, was as follows:

214 3 12
Intanpible asscis with no regulatory offlet 5 0§ U 14
Intangible assets with regulatory ofTset 37 51 47
Tutul 3 S% 61 § 61

Amontization expense for cach ofthe next five years, excluding insignificant amounts for consumplien of emission allowances/RECSs, is estimated to be:

015 016 7 2018 19
Intangible assets with no regulutory offset $ B $ L} L} 8BS R
Intangible assets with regelotory offset 30 26 9 ki )
Total S 58 % 34 8 17 § 17 § 17
{PPL Energy Supply)
The gross carrying amount and the accumulnted amontizetion of other inangible asseis were:
December 31, 2004 December 31, 2013
Gross Grosy
Currying Accummuluked Corrylng Avcumulated
Amuunt Awmnrtizntien Amaunt Amortization
Sabject to amortization:
Land and transmission rights $ i7 § 14 $ 17 % 14
Emission allowancesRECs (2) it 11
Licenses and other (b) 270 19 295 39
Total subject to amortization S_._.'lﬂ' s—-"_::;:' S_.__JZJI S—:—53
(2) Emission nllewances/RECs nre expensed when consumed or sold; therefore, there is no accumulated amortization,
(b} "Other" includes costs for the development of licenses, the most significant of which is the COLA - Amuonization of these costs begins when the related asset is placed in
service  See Note 8 for mlditional infurmation on the COLA
Current intangible assets are included in "Other current assets” and long-term intangible asscts are presented as "Other intangibles” on the Balance Sheets.
Amontization cxpense for the years ended December 31, excluding consumption of emission allowances/RECs of $24 million, $23 million and $12 million
in2014,2613, and 2012 was as follows:
214 2013 2012
Amortization expense 3 4 8 55 9
Amentization expense and consumption of emission altowances/RECs is expected to be insignificant in future years,
{PPL Electric)
The gross carrying amount and the sceumulated amorntization of other intang ible asscts were:
December 31, 2004 Decenther 31, 2013
Gruss Gross
Carrying Accumulated Carrying Accumutated
Ambtnt Amartization Amounl Amortiration
Subfeet 1o smortlzation:
Land ond transmission rights 5 s 105 % 293 § 102
Licenses and other 4 1 5 I
Tutal subfect 1o amuortization 323 106 294 103




December 31, 2014

December 31, 2013

Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amurtlzation Amount Amuortization
Not subfect to amortization due 1o ndefinite Ure;
Land and transmissivn rights 16 16
Totat 'S_ 41 3 106 § 314 143

Intangiblc asscts pre shown as "Intengibles” on the Balance Shects,

Amortization cxpense was insignificant in 2014, 2013 and 2012 and is cxpected to be insignificant in future years,

(LKE)

The gross carrying amount and the accumulated amortization of other intangible assets were:

ecember 31, 2004

December 31, 2013

Gross Gross
Currying Avcumuluted Carrylng Accumuluted
Amaunt Amortization Amount Amurtizatinn
Subject to nmortization:
Coal contracts (n} 5 269 % 210§ 269 % 171
Land and transmission rights 21 2 0 |
Emission ollowances (b) 3 4
OVEC power purchase agreement (c) 126 33 126 25
] 419 § 245 % 419 § 198

Tutal subject to amorticutlon

{n}  Gross carrying amount represents the foir value a1 the acquisition date of cvoal contracts with terms fuvorable 1 market recognized as o result of the 2010 acquisition by PPL. An
ofisetting regulatory liability was recorded related to these contracts, which is being smortized over the same period as the intangible assets, eiiminating nny income staement

impuct. Sce Note 6 {or additional énformation.
Emission oltowanees/RECSs are expensed when consumed or sold; therefore, there is no secomutated amortization.

(b)
(c)

Gross carrying amount represents the fair volue at the acquisition date of the OVEC power purchase cantract recognized as a tesult of the 2010 acquisition by PPL - An offsetting

regulatory fiability wus recorded refuted to this conteact, which is being amortized over the same period os the intangible asset, eliminating any income statement impuet. Sec Note

& for additional information

Curmrent intzngible asscts are included in "Other current assets” on the Balance Sheets. Long-term intangible assets are presented as "Other intangibles” on the

Balance Sheets.

Amontization expense wis as follows:

2014 2013 2012
Intangible agsets with no regulatory offset 5 1
Intangible assets with regulatory offsat 3 47 51§ 47
Fatul 5 47 & 51 8 47
Amortization expense for cach of the next five years, excluding consumption of emission aliowances, is estimated to be:
2015 2016 2017 2018 2019
Intangible assets with regulatory offset 5 50 % 26 3 9 5 9 3 9
(LGEE)
The gross carrying amount and the sccumulated amortization of otherintangible assets were:
December 31, 2014 December 31, 20113
Gruss Gross
Currying Accmnulzted Carrylng Accumulated
Amount Amuortizatlon Amuntint Amortizatinn
Sulifect (0 amortization:
Coal contracts {a) s 124 § 98 §% 124 5 Bl
Land and trarsmission rights 7 1 7 1
Emission allowances (b) § I
OVEC power purchase agreetmcnt (c} H7 2 H7 17
Total subject tn amaortization S__.‘!l9 5 22§ 219 5 39



() Gross carrying amount represents the foir value ot the scquisition dute of cool contracts with terms favorable to market recognized as o result ol the 2010 oequisition by PPL. An
olfsetting regulatory liability was recorded related to these cantracts, which is heing gmorntized over the sume period s the intangible assets, eliminating any income statement

impact. See Note 6 for additionsl information
(b} Emission allowancesRECs are expensed when consumed or sold; therefore, there i no accumnlated amortization.

{c}

Gross carrying smount represents the fuir value ot the acquisition date of the OVEC power purchase contract recagnized as a result of the 2010 acquisition by PPL - Ap offsetting

regulutory lability was recorded related to this contsact, which is being amortized over the sume period us the intangible asset, eliminating any income statement impact  See Note

6 for sdditional information

Current intangible assets are included in "Other current nssets” on the Balonce Sheets. Long-term intangible asscts are presented as "Other intangibles” on the

Balance Sheets.

Amprization cxpcnse was as follows:

2014 2013 2012
Intangible assets with repulatory offset s 23 8 23 8 23
Amortization expense for each olthe next five years, excluding consumption of emission allowances, is estimated to be:
2015 6 2007 2008 Y
Intangible assets with regulatory offset $ W8 13 § 6 % 6 S 6
fRL])
The gross carrying ameunt and the accumuiated amonization of other intangible assets were:
December 31, 2014 Decembier 31, 2013
Giross Gross
Carrying Accumulated Currying Accumubated
Amsunt Amortlzation Amount Amwrtization
Subjeet to wmortization:
Coal conteacts () H 145 % Iz 8 145 § 90
Land and trunsmission rights 14 1 13 1
Emission allowances (b} 2 3
OVEC puwer purchuse sgreement (c} 3% 1t i 8
Tatul subject tu umocetizatlon E—ﬁ a I $_=ﬂ S___=2

{a) Giross carrying amount represents the fair value 0! the acyuisition date of coal contracts with terms fovorable 1o marke! recognized os o result of the 2010 ncquisition by PPL. An
wffsetting regulatory liability waos recorded related 1o these contracts, which is being amortized over the same period as the intangible assets, eliminating any income statement

itnpact. See Note 6 for additional information.

{b} Emission ullowances’RECs ore expensed when consumed or sold; therefore, there is no accemulated amortization.

{£) Gross carrying amount represents the fair vatue ot the scquisition date of the OVEC power purchase controe! recopnized s a result of the 2010 acquisition by PPL. An offsening
regulatory lishility was recorded related 1o this contract, which is being nmortized over the same period as the intangible nsset, eliminating any income statement impact, See Note

6 for additienal infermation

Cument intangible nssets are included in "Other current assets” on the Brlance Sheets. Long-tenm intangible nssets are presented as "Other intangibles™ on the

Balance Sheets,

Amonization expense was as follows:

2014 2013 2012
Intangible assets with no repulatory offset H I
Intangible assets with regulatory offset H 24 23 5 24
Tatul [ . 24§ 29 S 24
Amonization expense for cach of the next five years, excluding consumption of emission allowances, is estimated 1o be:
20158 2016 2017 2018 2019
Intangible assets with regulatory offset s 26 8 13 8% s 3s 3



19, Asset Retirement Obligations

(PPL)

WPD has recorded conditional AROs required by UK. law related to treated wood poles, gas-filled switchgear and fiuid-filled cables.
{PPL and PPL Encrgy Supply)

PPL Energy Supply has recerded ARGs to refleet varous [egal obligations associated with the retirement of tong-lived assets, the most significant of which
relates to the decommissioning of the Susquchanna nuclear plant. Assets in the NDT funds are legally restrieted for the purpose of settling this AROQ, Sce
Notes 16 and 20 for additional information on the nuclear decommissioning trust funds. Other AROs recorded relate to various environmental requircments
for coal piles, ash basins and other waste busin retirements.

PPL Energy Supply has recorded several conditional AROs, the most significant of which is related to the removal and disposal of asbestos-containing
material. [n addition to the AROs that were recorded for asbestos~containing material, PPL Energy Supply identified other ashestos-related obligations, but
was unable to reasonnbly estimote their fair values, PPL Energy Supply mansgement was unable to reasonably estimate a settlement date or range of
scttlement dates for the remediation of all of the asbestos-containing motenal at certain ofthe genemtion plants. If economic events or other circumstances
change that enable PPL Energy Supply to reasonably estimate the fair value of these retirement obligations, they will be recorded ot that time.

PPL Energy Supply also identified legal retirement obligations associated with the retirement of a reservoir that could not be reasonably estimated due to an
indeterminable sctilement date.

{PPL and PPL Elccrric)

PPL Electric has identified Jegal retirement oblipations for the retirement of cenain transmission assets thut could net be reasonably estimated due to
indeterminable settlement dates, These assets are located on rights-of-way that allow the grantor to require PPL Electric to relocate orremove the
assets. Since this option is at the discretion of the grantor of the right-of-way, PPL Elcctric is unable to determine when these events may occur.

(PPL, LKE, LG&E and KU)

LG&E's and KU's AROs are primarity related to the finai retirement of assets associated with generating units. LG&E also has AROs relnted to natural gas
mains and wells. LG&E's and KU's transmission and distribution fines largely operate under perpetual propeny casement agreements which do not generally
require restoration upon removal of the property. Therefore, no material AROs are recorded for transmission and distribution assets. As described in Notes |
and 6, LG&E's and KU's aceretion and depreciation expense re recorded as a regulatory asset, such that there is no eamings impact. In 2014, ARGs were
revatued primarily due to updates in the estimated cash flows for ash ponds based on upduted cost estimates. In 2013, AROs were revalued primarnily due to
updates in the estimated cash lows for ash ponds and CCR surfoce impoundments based on updated cost cstimates,

(All Registrants except PPL Electric)

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

rrL I'PL Enerpy Supply
204 M3 M4 2013
ARG nt beginning of period s 705 § Si52 'S 404 8 375
Aceretion 48 18 32 29
Obligations incurred i4 6 13 [
Changes in estimated cash flow or settlement duie 9 123 (16) 1
Effect of foreign currency exchange raies (2) I
Obligations settled (131 (15) 4 (N
ARO at end of period : =8 L ﬁ:nﬂ $==4t2




LKE LG&E KL
2014 2013 2004 2013 2004 2013
AROD at beginning of period $ 252 § 131 § 74 8 52 178 8 69
Accretion 14 7 4 3 10 4
Obligations ineurred 1
Changes in estimated casl: flow
or scttlement date 23 122 1 17 27 105
Obligations settled (5 (8} (5) (R) .
ARO at end of period b 185 § 262-78 74 8§ 74 211 % 178

Substantially all of the ARO balances are classificd as noncument at December 31 ,2014 and 2013,

Sce Note |3 forinformation on CCRs regulation that could require the recording of additional AROs in 2015,
2{k. Availuble-for-Sale Securities

(PPL and PPL Energy Supply)

Securitics held by the NDT fends and auction mte securities are classified as available-for-sale.

The following table shows the amortized cost, the pross unrealized gains and losses recorded in AOCT and the fair value of available-for-sule securitics,

December 31, 2014

December 31, 2013

Gross Gross Gross Gross
Amartied Lnrenlized L nrealized Amortized L nreadized Unreaiized
Cust Gains Lasses Fuir Value Cuost Gains Losses Fuir Value

NDT (unids:
PR and PPL Energy Supply

Cash and cash equivalents $ 19 $ 19§ 14 14

Equity securities 283 § 417 700 265 § 363 628

Dcht securitics 218 11 229 217 78 224

Receivablespayubles, net 2 2 ! i

Totol NDT funds $ 522 § 4218 b3 250 § 497 § 370 % K64
AI'E”"H rafe '-l'cllril[l'ﬁ:

PPL M 11 s 1 $ 10§ 24 s 19
PPL Energy Supply 8 8 17 16
Sce Note 16 fordcetails on the secutitics held by the NDT funds.
There were no securitics with credit losses at December 31,2014 and 2013.
The following table shows the scheduled maturity dates of debt securities held at December 31, 2014,
Muturity Maturity Maturity Muturity
Luss Than 1-5 6-10 In Excesy
! Yvar Yeurs Years af 10 Yeurs Tuotal

Bt
Amaortized cost $ 10 § 87 3 64 68 8 229
Fair valye 10 49 67 73 239
I'PL Envrgy Supply
Amortized cost 5 10 8§ B7 § 64 65 % 206
Fair vaolue 10 #9 67 71 2Bj7

The following table shows proceeds from and realized pains and losscs on sales of available-for-sale securitics.

[0S ]
= ]
(]



Proceeds from sales of NDT securities (a)

(nher proceeds from sales
Gross realized gains (b)
Gross realized losses (h)

PPE Energy Supplvy

Procecds from sales of NDT securities (a)

Other proceeds from sales
Gross realized goins (b)
Gross realized losses (h)

(a)  These proceeds are used 10 pay income taxes and fees refated 1o managing the trust Remaining proceeds are reinvested in the teust,
(b} Excludes the impact of other-than-temparary impairment charges recognized on the Statements of Income.

NDT Funds

2004

2013

012

154 §
23

to
154 §

23
In

139
29
21

139

29
21

Amounts previously collected from PPL Electric's customers for decommissioning the Susquehanna nuclear plant, less applicable taxes. were deposited in
extermnal trust funds for investment and can only be used for future decomimissioning costs. To the extent that the actual costs for decommissioning exceed
the amounts in the nuclear decommissioning trust funds, PPL Susquehanna would be abligated to fund 90% of the shortfall.

21. Accumuluted Other Comprehensive Income (Loss)
(PPL, PPL Energy Supply and LKE)

The afier-tax changes in AOCI by component for the years ended December 31 were as follows,

e

December 31, 2011
8w}
December 31, 2002

Amounis arising during the year
Reclussifications from AOCT
Net OCI during the year
December 31, 2013

Amounts arising during the year
Reclassifications from AQCI

Net OCT during the ycar
December 31, 204

Pl Enerpgy Supply

December 31, 2001
acl
Decembier 31, 2012

Amounis arising during the year
Reclassifications from AOCI
Net OCI during the year

December 31, 2013

Amounts arising during the year
Reclassifications from AQCT
Net OC1 during the year

December 31, 20104

Forcipn

Lurealized gofuy (losses)

Defined bhenelit plans

Transition

currency Available- Prior Actunrial
transtation Qualifving service vain assel
adjustinents derivatives costs {luss) (nhligation) Total
$ (243) 3 90 527 (1) {35 8 (1,131 % 5 {7HE)
94 32 (395) 2 11 (X86) 11,152)
) {14%) § 112 132 1 14y 8§ {2,023) § 5 (1.940)
138 67 45 N 71 323
{6} {8§3) i} 135 5,
138 61 (38) B 206 375
5 (11} & 173 94 1 () § (IBI7) § 5 (1.565)
(275) 15 (10) &) (509) {754)
(6) {64) 4 I11 45
{275) Fu (74) El {398) (70%)
5 (286) $ 202 20 l 35 (2215 § $ {3,274
5 0 G606 (16) % (193) -] 487
ad (395) [ {72} (439}
iS 112 211 {Ih 3 (265) 5 48
67 2 71 140
(6) {123) 4 14 (I11)
61 (123) 6 i8] 29
5 173 RE 4) 3 {180) 5 77
35 8 (120) (77}
4) (25) 3 5 {23)
Y (25) 11 (115) (1tHY)
5 2012 653 7S {295) 5 {23)




December 31, 2001
ol
Beeember 31, 2012

Amounis arising during the year
Net OCT during the year
December 31, 2013

Amounts arising during the year
Reclassifications from ADC|

Net OCI during the year
Decenier 31, 2004

Uorentized pains (lisses)

Defined benefit plans

Fureipn
currency Avuilable- Eeuity Prinr Actuariul Transition
transiation [ur-sale Quulifying Investees' service gain assel
adjustments seearities derivatives ADCY [SUSE] [loss) {ublipation) Total
) s 6 $ 4
by | {20) {19)
H 1 {2) 8§ {14) - {15)
28 28
2] 28
M 1 (2) § 14 3 I3
M (50) (5T)
il} 1 (i) {1}
{1 {6) {51) {58}
$ 5 $ i37) 5 {45)

The following table presents the gains (fosses) and reloted income taxes for reclassifications from AQCT for the years ended December 31, 2014 ond
2013, The defined benefit plan components of AOC] are not reflecied in their entirety in the statement of income; rather, they are included in the

computation ol net periodic defined benefit costs (credits). Sce Note 11 for sdditionsl information.

PEL P'P'L Energy Supply Alfected Line Hem on the
Detadls shont AOCE 2013 RO E] 2013 Statesents of Income
Avnilable-Tar-rale securitics $ 13 % i0 % 13 % 10 Other Income (Expense) - net
Total Pre-1ax 13 10 I3 10
Income Taxes (7} [£1} {7 (4}
Total After-tax i b b b
Quulifyiny derivatives
Interest rate swaps (16) (20) Interest Expense
Cross-currency swaps 57 {2R) Other Income {Expense) - net
4 1 Interest Expense
Energy commodities | 240 I 240 Unregulated wholesale enerpgy
31 (58) 31 (58) Encrgy purchases
] i} i 23 Disconnnued opezations
2 5 2 2 Other
Total Pre-tux 87 163 42 07
Income Taxes (23) [B0) {17) (84}
Total Afier-tax 64 LR 23 123
Defined benefit plans
Prior service costs (k3] {10} (4) ()]
Net actaarial foss (145} (184 (k] 24
Total Pre-tax (152) (194) (13) (31
Income Taxes 37 53 5 13
Totzl After-tax {115) (141} (#) {18)
Tetal reclossifications during the year 5 (45) § [52) § L, _S_ LLL

22. New Accouating Guidance Pending Adoption

(All Registrants)

Reporting of Disconti

icd Opemtions

In April 2014, the Financial Accounting Standerds Board (FASB) issued accounting guidance that changes the criterin for determining what should be

classified as a discontinucd operation and also changes the related presentation and disclosure requirements. A discontinued opemtion may include o

component of un entity ora group of components of an entity, or a business activity.
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A disposal of 2 component of an entity or # group of components of an entity is required to be repornied in discontinued operations if the disposal represents u
strutegic shift that has (or will have) s major effect on the entity's opemtions and financial results when any of the bllowing occurs: (1) The components of an
catity or group of components of an entity meets the eriteria to be classificd as held for sale, (2} The component of an entity or group of components of an
catity is disposed of by sale, or (3) The component of an entity or group of components of an entity is disposcd of other than by sale (for cxample, by
abandonment or in a distribution to owners in a spinoff).

For public business entities, this puidance should be applied prospectively to all disposals (or clnssifications as held for sale) of components ofan entity that
occur within the annual periods beginning on or afier December 15, 2014, and interim periods within those years. Early adoption is permitted.

The Registrnts adopted this guidance effective January 1, 2015, The new guidance will impact the amounts presented as discontinued operatians on the
Statements of Income and will enhance the related disclosure requirements.

Accounting for Revenue from Contrets with Customers

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

For public business entities, this guidance can be applied using cither a full retrospective or modified retrospective transition method, beginning in annual
reporting periods beginning afler December 15, 2016 and interim perods within those years. Eoarly adoption is noi permitted. The Regisirants will adopt this
guidance eficctive fanuary 1, 2017,

The Registrants are cumrently assessing the impact of adepting this puidence, as well os the transition method they will usc,

50 Goj

In August 2014, the FASB issucd accounting guidance which will require management 10 assess, for cach interim and annual period, whether there are
conditions or cvents that raise substantial doubt about an cntity's ability to continue as a going concem. Substantial doubt about an entity's ability 10
continue as a going concem exists when relevant conditions and events, considered in the apgregate, indicate that it is probable that the entity will be unable
to mect its obligations as they become due within one year after the date the financial statements are issued,

When management identifies conditions or cvents that mise substantial doubt about an entity's ability to continue as o going concem, management is
required to disclose information that enobles users of the financie! statements to understand the principol conditions or events that raised substantial doubt
about the entity's ability to continue as a going concern and management's evaluation of the significance of those conditions orevents. If substantial doubt
about the entity's ability to continue as a going concern has been atteviated as o result of management's plan, the entity should disclose information that
allows the users of the financizl statements to understand those plans. 1fthe substantial doubt about the entity's ability to continue as a going concem is not
alleviated by munagement's plans, manapement's plons to mitigate the conditions or events that gave rise to the substantial doubt about the entity’s ability to
continue as a going concem should be disclosed, as well as o statement that there is substantiz] doubt the entity’s ability to continue as a poing coneem
within one yearafter the date the financial statements are issucd.

For al entitics, this guidance should be applicd prospectively within the swanual periods ending wficr December 15, 2016, and for annval periods ond interim
periods thereafler. Early adoption is permitted.

The Registranis will adopt this guidance for the annual period ending December31, 2016. The adoption of this guidance is not expected 1o havea
significant impact on the Registrants.

W

In November 2014, the FASB issued guidance that clorifies how cumrent accounting guidance should be intempreted when evaluating the economic
characteristics and risks of'a host contract ofa hybrid financind instrument issued in the form of & share. This guidance does not chiange the current criteria for
determining whether separtion of an embedded derivative



feature from o hybrid financial instrument is required, Entities are still required to evaluate whether the economic dsks of the embedded derivative feature ore
clearly and closely related to those of the host contract, among other relevant eriteda.

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

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

The Registrants will adopt this guidance on Janvary 1,2016. The Registrants are currently assessing this guidance, which is not expected to have a
significant impuct on the Registrants.

Income Siatement Preseniation of Extroendinary and Unusnal hems

In January 2015, the FASB issued accounting guidance that climinates the concept of extmominary items, which requires an entity to scpamtely classify,
pmsent in the income statement and disclose materiz] events and transactions that are both unusual and occur infrequently. The requirement to report
material events or transactions that are unusual or infrequent as a scparate component of income from continuing operations has been retained, as bas the
requirement to separately present the nature and financial effects of cach event or transaction in the income stmement as a sepamte component of eontinuing
operations or disclose them within the notes to the inancial statements. The scope of these requirements has been expanded to include ttems that are both
unusual and occur infrequently.

Far ol entities, this guidance is effective for fiscal years beginning afier December 15, 2015, end interdm periods within those fiscal years, Early adoptien is
permitted provided that an entity applies the guidance from the beginning ofthe fiscal year of ndoption. The guidanee may be applied cither retrospectively
or prospectively,

The Registrants will adopt this guidance on January §, 2016. The adoption ofthis guidance is not expecied to have a significant impact on the

Repistrants.
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SCHEDULE |- PPL CORPORATION
CONDENSED UNCONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FORTHE YEARS ENDED DECEMBER 31,

(Millians uf Dollurs, excepr share data)

2014 2013 2012
Operating Revenues
Operating Ex penses
Other operation and maintenance $ 16 3 I 11
Total Opemting Expenses 16 ] !
Operating Loss {16) m (11)
Other Income (Expense) - net
Equity in camings of subsidiarics 1,776 1,171 1,580
Gther income (expense) (18) (13) ]
Total 1,758 1.158 1.581
Interest Expense 15 21 22
Interest Expense with Affilistes 10 29 43
Income Before income Taxes 1,717 1,107 1,505
Income Taxes 2 (23} (20)
Net fncome Attributalile to PPL Sharcowners -3 1737 § 1.130 1536
Comprehensive Income (Loss) Attributable to PPL Sharcowners 3 1,028 § 1505 374
Earnings Per Share of Comman Stock:
Net Income Available to PPL Common Shareowners:
Basic b 2.64 3 1.85 2.61
Diluted 5 261 3 1.76 2,60
Weighted-Average Shares of Commaon Stock Outstanding (in thousands)
Basic 653,504 608,983 580,276
Diluted 665,973 663,073 581,626

Tite accompanying Notes 10 Condensed Unconsalidated Financial Statements are an imtegrad part of the financial stajements,
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SCHEDULE I - PPL CORPORATION

CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS

FORTHE YEARS ENDED DECEMBER 31,
(Miflinns of Dallars}

Cush Flows from Opersting Activities
Net cash provided by (used in) operating activities

Cash Flows from Investing Activitics
Capital contributions to affiliated subsidiarcs
Retum of capital from affiliated subsidiarics
Net cash provided by (used in) investing activities

Cash Flows from Finuncing Activities
Issuance of equity, net of issuance costs
Net increase (decrease) in short-term debt with affiliates
Payment of cotmmon stock dividends
Contract edjustment payments on Equity Units
Repurchase of commen stock
Other

Net cash provided by (uscd in) financing activities

Net Increase (Decrease) in Cush and Cask Equlvalents
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

Supplemental Disclosures of Cash Flow Information:
Cash Dividends Reccived from Affiliated Subsidianes

2014 2013 2012
$ 1,633 § 968 § 937
(1,045) {496) (221)
247 213
(798) (283) (221)
1,074 1411 72
(913) (1,057) 149
(967) (878) (833)
@2 (82) ©4)
(74)
N (5) (10)
(835) {685) {716)
5 $ B =
5 1388 8 960 § 720

The accompanying Notes to Condensed Unconsolidated Financial Stasements are an integrul part of the financial statements
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SCHEDULE I - PPL CORPORATION

CONDENSED UNCONSOLIDATED BALANCE SHEETS AT DECEMBER 31,

fMillions of Dollars, shares in thevsands)

Assets

Current Assets
Accounts Receivable
Other
Affilintes
Prepayments
Dcferned income taxes
Price risk management assets
Total Cumeat Asscis

Investments
Affiliatcd companics at equity

Other Noncurrent Assets

Total Assets

Liabilitics und Equity

Current Linhilities
Shont-tctm debt with offiliates
Accounts payable with affiliates
Dividends
Price risk management linbilities
Other cument liabilitics
Total Current Liabilities

Deferred Credits und Other Noncurrent Linbilities

Equity
Common stock - $0.01 par velue (o)
Additional paid-in capital
Eamings reinvested
Accumulated other comprehensive loss
Total Equity

Totai Liabilitivs and Equity

{a) 7HO,000 shares suthorized; 665 49 and 630,321 shares issued ond owistanding at December 31, 2014 and 2013

2014 2013

53 8 28
149 24
2

34
148 190
384 244
15,426 14,892
88 73
15898 § 15209

—
170 1,083
1513 1251
249 213
227 75
70 46
22129 2,688
41 55
i 6
9,433 8316
6,462 5,709
2.274) (1.5635)
13.628 12.466
15,808 § 15209

The aceompanyving Notes to Condensed Unconsolidated Financial Stsements are an insegral pan of the financial siatements



SCHEDULL I - PPL CORPORATION
NOTES TO CONDENSED UNCONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation

PPL Comporation is o holding company and conducts substantially all of its busincss operations through its subsidiaries. Substantially all ofits consolidated
assets are held by such subsidiaries. Accordingly, its cash flow and its ability to mect its obligations arc largely dependent upan the eamings of these
subsidiaries und the distribution or other payment of such camings to it in the form of dividends, loans or advances or repayment of loans and advances from
it. These condensed financiel statements and related footnotes have been prepared in sccordance with Reg. §210.12-04 of Repolation S-X. These statements
should be read in conjunction with the consalidated financinl statements and notes thereto of PPL Comoration.

PPL Corporation indircctly or dircctly owns all of the ownership interests of its significant subsidiaries, PPL Cormportion relies on dividends or loans from its
subsidiarics to fund PPL Comorution's dividends to its common sharcholdess and to meet its other cash requirements. See Note 7 to PPL Corporation's
consolidated financial stutements for discussions related to restricted net assets of its subsidiaries for the purposes of transferming funds to PPL in the form of
distributions, lonns or advances.

2. Commitments und Contingencies

See Note 13 to PPL Comporation's consolidated Gnancial statements for commitments and continpencies of its subsidiaries,

Guammntees and Other Assurnnces

PPL Corporation's subsidiarics are sepurate and distinet legal entities end have no obligation to pay any amounts that may become due under PPL
Corporation’s guarntees or other assurances or to make any funds available for such payment.

PPL Corporation fully and unconditionally guarntees the payment of principal, premium and interest on all of the debit sccurities of PPL Capitat

Funding. The estimated muximum potential amount of future payments that could be required under the guarantees ot December 31, 2014 was 55,1
bitlion. These guarantees will expire in 2073. The pmbability of expected payment under these guarantees is remote,
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SCHEDULE I- LG&E and KU Enerpy LLC

CONDENSED UNCONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FORTHE YEARS ENDED DECEMBER 31,

(Millions of Dollars)

Operating Expenses
Otheroperation and maintenance
Total Operating Expensces

Operating Income (Loss)

Equity in Eamings of Subsidiarics

Interest income with Affiliate

Interest Expense

Interest Expense with Affiliote

Income {Loss) Before Income Taxes

Income Tax Expense (Benefit)
Net Income (Loss) Attributable to Member

Comprehensive Income (Loss) Attributabie to Member

2004 2013 2012
$ 3
3
(3)
5 368 376 234
5 5 10
4 39 39
3 3 2
329 339 200
(15) {8) (19)
5 344 347 § 219
s 286 375 § 200

The accompanying Notes 1o Condensed Unconsolidated Financial Statements are an integral part of the financial statements
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SCHEDULE 1-LG&E and KU Esergy LLC

CONDENSED UNCONSOLIDATED STATEMENTS OF CASH FLOWS

FORTHE YEARS ENDED DECEMBER 31,
(Millions of Dollars)

Cash Flows from Operating Activities
Net cash provided by (used in) operating activitics

Cash Flows from Investing Activities

Cupital contributions to uffiliated subsidiaries

Net decrease {(increase) in notes receivable from affilintes
Net cash provided by {used in)investing activitics

Cush Flows from Financing Activities
Net increase (decrease) in notes payable with affiliates
Net increase (deetcase) in shont-term debt
Contribution from member
Distribution to member

Net cash provided by (used in) financing activitics

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

Supplemental diselosures of ensh low Information:
Cash Dividends Received fiom Affiliated Subsidiaries

2014 2013 2012
5 (183) 3 136 § 364
(248} {243)
555 (1o (15)
307 (365) (15)
58 171 (196)
8
248 243
(436) (254} (155)
{130) 235 (351)
%) 6 @
[ 3
$ 3 6 %
s 260 3 218 175

The aecompanying Notes to Condensed Unconsolidated Financial Suntements are an integral part of the financial statements
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SCHEDULE | - LG&E and KU Enerpy LLC
CONDENSED UNCONSOLIDATED BALANCE SHEETS AT DECEMBER 31,

{Millions of Dellars)

Assets

Current Assets
Cash and cush equivalents
Accounts reeeivable
Accounts receivabie from affiliates
Notces receivable from affiliates
Deferred income taxes

Total Current Assets

Investments
Affiliated companics at cquity

Other Noncurrent Assets
Defemred income taxes
Other noncurment assets

Total Other Noncumrent Assets

Total Assets
Liabilities nnd Equity

Current Liabilities
Short-term debt
Notes payablc to affilintes
Long-term debt due within one year
Accounts payable to affiliates
Taxes
Other current linbilities
Total Current Liabilities

Loag-term Debt
Long-term debt
Notes payoble to affiliates
Total Long-term Debt

Deferred Credits and Other Noncurrent Linbilities

Equity

Twtal Linbilities and Equity

2014 2013
5 6
B 4
1
1,127 1,682
2 10
1,137 1,711
4818 4519
243 170
5 6
208 176
6,163 § 6,406
75 8 75
58
400
451 843
2 2
8 ]
994 936
722 [,121
196 196
918 1317
3 3
4,248 4,150
6,163 § 6.406

The aocompanying Notes io Candensed Unconsolidaied Financial Statements are an integral part of the fingncial sitements



Schedule 1 - LG&E and KU Energy LLC
Notes to Condensed Unconsolidated Financial Stutements

1. Basis of Presentation

LG&E and KU Energy LLC (LKE) is o holding company and conducts substantially all of its business operations through its subsidiades. Substantiaily all of
its consolidated assets are held by such subsidiarics. Accordingly, its cash flow and its ability to meet its obligations arc largely dependent upon the camings
of these subsidiaries end the distribution or other payment of such camings to it in the form of dividends or repaymertt of leans and advances from the
subsidiarics, These condensed financial statements and related footnotes have been prepared in accordance with Reg. §210.12-04 of Regulation 5-X. These
statements should be read in conjunction with the consolidated financial statements and notes thereto of LKE.

LKE indircctly or dircetly owns all of the ownership interests of its significant subsidintics, LKE relies primarily on dividends from its subsidizdcs 1o fund
LKE's dividends to its member and to meet its other ensh requirements. See Note 7 to LKE's consolidated financial stztements for discussions related to
restricted nct assets of its subsidiaries for the purposes of trnsferring funds to LKE in the form of distributions, loans oradvances.

2. Commitments and Contingencies
See Note 13 to LKE's consolidated financial statements for commitments und contingencies of its subsidiaries.,
Guomniees

LKE provides certain indemnifications, the most significant of which relate to the termination of the WKE lease in July 2009, These guaraniees cover the
due and punctual payment, performance and discharge by coch pany of its respective present and futre obligations. The most comprehensive of these WKE-
related guarantees is the LKE guamntee covering operational, regulatory and environmental commitments and indemnifications made by WKE under the
WKE Transaction Termination Agreement. This guarantce has o term of 12 years ending July 2021, and a cumulative maximum exposure of $200

million. Certain items such es government fines and penalties fall outside the cumulative cap. Another WKE-related LKE guarantee covers other
indemnifications, has o term expiring in 2023 and o maximum exposure of $100 million. In May 2012, LKE's indemnitee received an unfavomable arbitmtion
panel's decision interpreting this matter, which granted LKE's indemnitee cenain rights of first refusal to purchase excess power at a market-based price rather
than at an absotute fixed price. in January 2013, LKE's indemnitee commenced o procceding in the Kentucky Count of Appeals appealing a December 2012
order of the Henderson Circuit Court, confinming the eebitration award. In May 2014, the Court of Appeals issued an opinion effirming the lower court
decision. LKE's indemnitce filed a Motion for Discretionzry Review with the Kentucky Supreme Court on October 2, 2014, LKE believes its
indemnification obligations in this matter remsin subject to verious uncerainties, including potentinl for additional lcgal challenges regarding the
arbitration decision as well as future prices, availability and demand for the subject excess power. LKE continues to evaluate various legal and commercial
options with respect to this indemnification matter. The ultimate outcomes of the WKE temination-related indemnifications cannot be predicted at this
time, In the second quarterof 2012, LKE adjusted its estimated liability for the WKE-related indemnifications by §9 miition ($5 million afier-tax), which is
reflected in "Equity in Eamings of Subsidinrics” on the Statement of Income, Additienally, LKE has indemnificd various third panies related to historical
obligations for other divested subsidiaries and affilintes. The indemnifications vary by entity and the maximum exposures range from being capped at the
sale price to no specified maximum; LKE could be required 1o perform on these indemnifications in the cvent ol covered losses or libilitics being claimed
by an indemnified panty, However, LKE is not aware of formal claims under such indemnities made by any panty at this time. LKE cannot predict the
ultimate outcomes of indemnification circumstances, but docs not currently expeet such outcomes to result in significant losses above the amounts recorded.

3. Long-Term Debt

Sce Note 7 to LKE's consoliduted finencial statcments for the terms of LKE's outstanding scnior unsecured notes outstanding. Ofthe total owtstanding, $400
million matures in 2015 and $722 miltion matures afier 2019, These maturitics are based on stated maturities,

294



QUARTERLY FINANCIAL, COMMON STOCK PRICE AND DIVIDEND DATA (Unaudited)
PPL Corporation and Subsidiarics
(Millions of Dollars, except per share data)
For the Quarters Ended ()

March 31 June 30 Sept. 31 Dec. 31
2014
Operating revenucs as previously reported 5 1,223 § 2,874
Reclassification of discontinucd opemtions () (29) “1)
Operting revenues 1,194 2833 § 3449 $ 4,023
Operating income as previously reported 715 718
Reclassification of discontinued opemtions (f) 8 (21)
Operating income ] 697 869 983
Income from continuing operations aficr income taxes
as previonsly reported 316 229
Reclassification of discontinued opemtions (f) 3 (11)
Income from continuing operations afier income taxes 324 218 490 55t
Income from discontinued operations as previously reported
Reclassification of discontinued operations (f) # 11
Income (loss) from discontinued operations (¢) 8) 11 7/ 144
Net income (g) 316 229 497 695
Net income attributable to PPL 36 229 497 695
Income from continuing operations afier income tuxes available to
PPL common sharcowners: (b)
Basic EPS (151 .33 173 .82
Diluted EPS .50 132 73 B2
Net income available to PPL common sharcowners; (b)
Basic EP§ 0.50 0.35 0.74 1.04
Diluted EPS .49 .34 .74 L4
Dividends declared per share of common stock (c) 13725 #3725 3725 03725
Price per common share;
High 5 3324 % 3556 § 3552 % 38.14
Low 29.40 3232 3179 32.09
20113
Operating revenues as previously reported 5 2457 § 3450 8§ 3,105 § 2,848
Reclussification of discontinued operations (f) (32 47) 30 {29)
Opemting revenues 2425 3,403 3,074 2,819
Operating income as previously reported 693 758 857 i1
Reclassification of discontinued operations (f) (14) {(16) (1D {10)
Operating income {¢) 679 732 846 21
Income (loss) from continuing operations after income toxes
as previously rcported 413 404 410 (98)
Reclussification of discontinucd operations (f) (8) (14) (6) {4)
Income (loss) from continuing operations after income taxes (¢) 405 390 404 (102)
Income from discontinued operations as previously reported 1 1
Reclassification of discontinucd operations (D) 8 4 6 4
Income (loss) from discontinued operations 8 13 7l 4
Net income (loss) {c) 413 405 411 (98)
Net income (loss) attributabic to PPL (e) 413 405 410 (98)
Income (loss) from continuing opemtions afier income taxes availablc to
PPL common sharcowners: (b) ()
Basic EPS 0.69 0.66 0.64 {0.16)
Diiuted EPS (d) 0.64 0.61 0.6l (0.16)
Net income (loss) availablc to PPL common sharcowness: (b) (c)
Basic EPS 0.7¢ 0.68 0.65 (0.16})
Diluted EPS (d) 0.65 0.63 0.62 {0.16)
Dividends declared per share of common stock (¢) 03675 03675 03675 0.3675
Price per common share:
High 5 3135 § 3N § 3209 § 31.79
Low 28.64 28.44 29.03 2895



()

(h}
(c)

(d)
()

Quarterly resulis can vary depending on, among other things, weather and the forward pricing of power. Accordingly, comparisons among quarters of o year may not be
indicative of averall trends and changes in operations,

The sum of the quarierly amounts may not equal annual earnings per shore due to chanpes in the number of common shares outstanding during the year or rounding.

FPL has paid quarterly cash dividends on its common stock in every year since 1946 Future dividends, declared a1 the diserction of the Board of Dircetars, will be dependent
upen future earnings, cash flows, financial requirements and other factors.

As a result of a reported loss, diluted earnings per share for the three months ended Becember 31, 2013 exclude incremental shares as they were anti-diletive,

Fourth quarter of 2013 includes a charge for the termination of the kease of the Colstrip coal-fired electric genersting facifity in Montana  See Note 8 w the Finaneial Statements
for additional information

In the third quarter of 2014, the hydroelectric generation facilitics of FPL Montana met the eriteria os held for sale Accordingly. the previously reported operating results for
these facilities have heen reclossified us discontinued operations. See Note & to the Financial Stutements for sdditional information

Fourth quarter of 2014 includes a gain of $137 million {after tax) from the sale of hydroelectric generating facilities of PPL Montanu. See Note ¥ to the Finoncial Statements for
additional informetion.



QUARTERLY FINANCIAL DATA (Unuudited)

PPL Electric Utilities Corporation and Subsidiaries
{Mitlions of Doifars)

2014
Operating revenues
Operating income
Net income
Net income availablc to PPL
2013

Operating revenues
Operting income

Net income

Net income availuble to PPL

For the Quarters Ended (a)

Murch31 June 30 Sepe. 30 Dee. 31
592 449 5 477 8 52h
165 111 124 134
85 53 57 69
85 52 57 69
513 414 % 464 5 479
121 92 165 101
64 45 Sit 49
64 45 51 49

{n) PPL Electric's business is seasonal in nature, with peak sales periods generally oceurring in the winter and sommer months. Accordingly, comparisons among quarters of a year

iy not be indicative of overall wends and changes in operations.
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ITEM 4. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

PPL Corporation, PPL Energy Supply, LLC, PPL Eleetrie Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company
und Kentucky Utilities Compuany

None.

ITEM 9A, CONTROILS AND PROCEDIIRES

(a)  Evaluation ofdisclosure controls and procedures,

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Encrgy LLC, Louisville Gus and Eleetric Company
and Kentucky Utilities Company

The Registrants’ principal executive officers and principal financial officers, based on their evaluation of the Registmnts' disclosure controls and
procedures (as defined in Rules [30-15(c) or 15d-15(c) of the Securtics Exchange Act 0f1934) have concluded that, as of December 31, 2014, the
Registrants' disclosure controls and procedures are effective to ensure that materiat information relating to the Registrants and their consolidated
subsidiaries is recorded, processed, summarized and reported within the time perods specified by the SEC's rules and forms, particularly during the
period for which this annual repornt has been prepared. The aforementioned principal officers have concluded that the disclosure controls and
procedures are also effective to ensure that information required to be disclosed in reports filed under the Exchange Act is accumulated and
communicated to management, including the principal exceutive officers and principal financial officers, to allow for timely decisions regarding
required disclosure,

(b} Changes in intemal control over financial reporting.

PPL Corporation, PPL Energy Supply, LLC, PPL Eleetrie Utilities Corporation, LG&E and KU Encrgy LLC, Louisville Gus and Electric Company,
and Kentucky Utilities Company

The Registrants' principal exccutive officers and principal financial officers huve concluded that there were no changes in the Registrants' intemal
conirol over financial reporting during the Registrants' fourth fisce] quarter that have materially affected, or are reasonably likely to materially affect,
the Registrants’ intemal control over financial reporting,

Munagement's Report ou lnternal Control over Financial Reporting
PPL Corporation

PPL's management is responsible for establishing and maintining adequate intemal control over financial reporting, as such term is defincd in
Exchange Act Rule 13a-15(f) or 15d-15(f). PPL's internal control over financial reporting is a process designed to provide reasonable assurance to PPL's
management and Board of Dircctors regarding the refiability of financial reporting and the preparmtion of financial statements for cxtemal PUIpPoses in
accordance with generally accepted accounting principles. Because of jts inherent limitations, intemal control over financial reporting may not prevent
or detect misstatements.

Undcr the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in "Internal Control - Integrated
Framework" (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation under the framework
in "Intemat Control - Integmted Framework" (2013), our management coneluded that our intemal control over financial reporting was cffective as of
December 31,2014, The effectivencss of our intemal control over financial reporting has been audited by Emst & Young LLP, an independent
registered public accounting finm, as stated in their report contained on page 116.



PPL Energy Supply, LLC, PPL Electrie Utilities Corporation, LG&E and KU Enerpy LLC, Louisville Gus and Electric Company and Kentucky
Utilities Company

Management of PPL's non-accelerated filer companies, PPL Encrgy Supply, PPL Electric, LKE, LG&E and KU, are responsible for establishing and
maintaining adequate internal control aver financial reporting, as such temm is defined in Exchange Act Rule [3a-15(f) or 15d-15(f). Each of'the
aforementioned companies' intemal control over financial reporting is n process designed to provide reasonable assurance to management and Board of
Directors of these companics regarding the reliability of finsncial reporting and the preparation of financial statements for external purposes in accordance
with genemlly accepted accounting principles. Becuusc of its inherent limitations, intemal control over financial reporting may not prevent or detect
misstatements.

Under the supervision and with the participation of our management, including the principal executive officers and principal financial officers of the
companies listed above, we conducted an evaluation of the effectivencss of our intemal control over financial reponting based on the fromework in
“Intemal Control - Integrated Framewaork™ (2013} issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our
evaluation under the framework in "Internal Cantrol - Integmted Framework" (2013), management of these companies coneluded that our intemal control
over financial reporting was effective as of December 31, 2014, This annual report does not include an attestation report of Emst & Young LLP, the
companics' independent registered public accounting finm regarding intemal control over financial reporting for these non-accelerated filer

companics. The effectiveness of intemal control over financial reporting for the aforementioned companies was not subject to attestation by the
companies’ registered public accounting firm pursuant te rules of'the Sccutities and Exchange Commission that permit these companies to provide only
management's report in this annuel report,

ITEMYB. OTHER INFORMATION

PPL Corporadon, PPL Energy Snpply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Eleetric Company
und Kentucky Utilities Cempuny

None.
ZART I

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

PPL Carporation

Additional information for this item will be set forth in the sections entitled "Nominees for Dircctors,” "Board Committees - Audit Committee” and "Section
16(a) Beneficial Ownership Reporting Complinnce” in PPL's 2015 Notice of Annuel Meeting and Proxy Statement, which will be filed with the SEC not later
than 120 days after December 31, 2014, and which information is incorporated herein by reference. There have been no changes to the procedures by which
sharcowners may recommend nominees to PPL's board of direetors since the filing with the SEC of PPLs 2014 Notice of Annual Meceting ond Proxy
Statement,

PPL has adopted a code ofethics entitled "Standurds of Integrity” that applics to all directors, managers, trustees, officers (including the principal exccutive
oilicers, principul financial officers and principal nccounting officers (each, 4 "principal afficer”)), employees and agenis of PPL and PPL's subsidiaries for
which it has opemating control {including PPL Enerey Supply, PPL Electric, LKE, LG&E and KU). The "Stundards of integrity™ arc posted on PPL's Internet
website: www,pplweb com/Standurds-of-Intearitv, A description of any amendment to the "Standards of Integrity” (other than a technical, administrative or
other non-substantive amendment) will be posted on PPL's Intemet website within four business days following the date of the amendment. In eddition, ifa
waiver constituting a materia! departure from a provision of the "Standards of Integrity” is gmnted to one of the principal officers, a description of the nature
ofthe waiver, the name of the person to whom the waiver was granted and the date of the waiver will be posted on PPL's Intemet website within four business
days following the date of the waiver.

PPL also hus adopted its "Guidelines for Comorate Govemance,” which address, samong other things, director qualification standards and director and board
commitice responsibilitics. These guidelines, and the charters of each of the committees of PPL's board of dircctors, are posted on PPL's Internet website;

www pplweb com/Guidelines.



IPL Energy Supply, LLC, PPL Elcetric Utilities Corporation, LG&E and KU Energy LLC, Loulsville Gas and Electrie Company and Kentucky
Utitities Company

Item 10 is omitted as PPL Encrgy Supply, PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instruction (M(1)}a)and (b} ofForm 10-
K.
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EXECUTIVE OFFICERS OF THE REGISTRANTS

Officers of the Registrants are elecicd annually by their Boards of Dircctors (or Board of Managers for PPL Encrzy Supply) to serve at the pleasure of the
respective Boards. There ere no family relationships among any of the executive officers, nor is there any arrangement or understanding between wny
executive officer und any other person pursuant to which the officer was selected.

There have been no events under any bankruptey act, no criminal proceedings and no judgments orinjunctions material to the cvaluation of the ability and
intcgrity of any executive officer during the past five years,

Listed below are the executive officers at December31, 2014.

PPL Corporation

Name Apc  Positions Held Durng the Past Five Years Dates

William H. Spence 57  Chairman, President and Chicf Executive Officer Apsil 2002 - present
President and Chief Exccutive Officer November 2011 - March 2012
President and Chief Opemting Officer July 2011 - November 2011
Executive Vice Presidemt and Chief Operating Officer Junc 2006 - July 2011

Robent J. Grey 64 Exccutive Vice President, General Counsel and Sccretary November 204 2 - present
Senior Vice President, General Counsel and Secretary March 996 - November 2012

Vincent Sorgi 43 Senior Vice President and Chief Financinl Officer June 2014 - present
Vice President nnd Controller March 2010 - June 2044
Controller-Supply Accounting June 2008 - March 2010

Gregory N, Dudkin (n) 57  President-PPL Electric March 2012 - present
Senior Vice Presiden1-Opertions-PPL Electric June 2009 - March 2012
Independent Consultant February 2009 - June 2009

Paul A. Faer {a} 47  President-PPL Energy Supply June 2014 - present
Executive Vice President and Chicf Financial Officer Apri} 2007 - Junc 2014

Roben D. Gabbard, Jr. (1) 55  President-PPL EnergyPius June 2008 - present

Victor A. Stafficr (a) 59  Chaimman ofthe Board, Chief Executive Officer and President-LKE May 2001 - present

Robert A. Symons (1) 61 Chicf Exccutive-WPD January 2000 - present

Murk F. Wilien 47  Vice President, Treasurer and Chief Risk Officer October 2014 - present
Vice President-Finanee and Treasurer June 2012 - October 2014
Treasurer-Nissan North Amcrica and Nissan Motor Acceptance Augnst 2010 - May 2012

Comoration

Assistant Treasuner-Nissan Motor Acceptance Corporation August 2008 - August 2010

Stephen K. Breininger (b) 41 Controller June 2014 - present

Assistant Controller-Business Lines
Controller-Supply Accounting
Dircctor-Supply Accounting & Reporting

{n) Designated an executive officer of PPL by vintue of their respective positions at o PPL subsidinry,

(b) Mr Breininger was elected Vice President and Controtler of PPL Corporation effective January 23,2015,
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ITEM U], ENECUTIVE COMPENSATION

PPL Corporation

Information for this item will be set fonth in the sections entitied "Compensation of Directors," "Compensation Committee Interlocks and Insider
Participation” and "Executive Compensation" in PPL's 20135 Notice of Annurl Mecting and Proxy Statement, which will be filed with the SEC not later than
120 days after December 31, 2014, and which information is incorporated herein by reference.

PPL Energy Supply, LLC, PPL Electric Utitities Corporation, LG&E and KU Energy LLC, Lovisvitle Gas snd Eleetrie Company and Kentucky
Utilities Company

Item 11 is omitted as PPL Encrgy Supply, PPL Electric, LKE, LG&E and KU meet the conditions set forth in General Instructions (11 {a) and (b} of Form 10-
K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

I'EL Corporation

Information for this item will be set forth in the section entitled "Stock Ownership™ in PPL's 2{H 5 Notice of Annual Mecting and Proxy Statement, which will
be filed with the SEC not later than 120 days after December 31, 2014, and which information is incorported herein by reference. In addition, provided
below in tabular format is information as of December 31, 2014, with respect to compensation plans {(inchuding individual compensation amngements) under
which equity securities of PPL are nuthorized for issuance.

Equity Compensation Plun Informatinn

Number of securities to be Number of securitics
issued upon exercise of Weighted-average cxercise remaining availabie for foture
outstanding options, warmnts price of outstanding options, issuance under cquity
and rights (3) warrants und rights (3) compensation plans (4)
Equity compensation
plans approved by 2.889.761- ICP $3248-1CP 1,824,239-DDCP
security holders (1) 2,069,185- SIP $29.26- SIP 7,225,988-8IP
408401 6- ICPKE $30.68- ICPKE 1.335.308-1CPKE
9.042.962- Total £30.93- Combined 11.375.535-Total

Equity compensation
plans not approved by
security holders (2y

(1) Includes (a) the Amended and Restated Incentive Compensation Plan (ICP), under which stock options, restricted stock, restricted stock units,
performance units, dividend equivalents and other stock-based awards were awarded to exccutive officers of PPL and no securities wmain for issusnce
undcr this plan; (b) the Amended and Restated Incentive Compensation Plan for Key Emplayees {ICPKE), under which stock options, restricted stock,
restricted stock units, performance units, dividend equivaients and other stock-bascd awands may be nwarded to nonexecutive key employees of PPL
and its subsidiaries; (c) the PPL 2012 SIP upproved by sharcowners in 2012 under which stock options, restricied stock, restricted stock units,
performance units, dividend equivalents ond other stock-based awands may be awarnded to executive officers of PPL and its subsidiaries; and (d) the
Dircetors Deferred Compensation Plan (DDCP), under which stock units may be awarded to directors of PPL. Sce Note 10 to the Financial Statements
for additional information.

(2) All of PPL's cumrent compensation plans under which equity sceurities of PPL are authorized for issuance have been approved by PPL's sharcowners.
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{3} Relates to common stock issuable upon the exercise of stock options nwarded under the ICP, SIP and ICPKE as of December 31, 2014, In addition, as of
December 31, 2014, the following other securities had been awarded and are outstanding underthe ICP, SIP, ICPKE and DDCP: 30400 shares of
restricted stock, 198,450 restricted stock units and 162,115 performance units under the ICP; 40,000 shares of restricted stock, 528,328 restricted stock
units and 446,500 performance units under the SIP; 24,600 shares of restricted stock, 2,663,747 restricted stock units and 563.101 performance units
under the ICPKE; and 569,407 stock units under the DDCP,

(4} Basced upon the following sggrepate award limitations under the 1CP, SIP, ICPKE and DDCP: (a) under the ICP, 15,769,431 awards (i.c., 5% of the total
PPL common stock outstanding as of April 23, 1999} granted afier April 23, 1999; (b) under the SIP, 10,000,000 awards; {c) under the ICPKE,
16,573,608 awards (i.c., 5% of the total PPL common stock outstanding as of January 1, 2003 ) granted after April 25, 2003, reduced by outstanding
awards for which common stock was not yet issued os of such date 0f2.373 812 resulting in a limit of 14,199,796; and (d) under the DDCP, the number
of shares available for issuance was reduced to 2,000,000 shares in March 2012. In addition, each ofthe ICP and ICPKE includes an annual sward
limitation of 2% of total PPL commaon stock outstanding as of Januvary 1 ofeach year.

PPL Energy Supply, LLC, PPL Electric Uiilities Corporation, LG&E and KU Energy LLC, Louisville Gus and Electric Company and Kentucky
Utilities Compuny

Item 12 is omitted as PPL Energy Supply, PPL Elcctric, LKE, LG&E and KU meet the conditions sot forth in General Instructions (1)1 Xa) and (b) of Form 10-
K.

ITEM13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

PPL Corporation
Information for this item will be set forth in the sections entitled "Transactions with Related Persons” and "Independence of Dircctors™ in PPL's 2015 Notice
of Annual Mecting and Proxy Statement, which will be filed with the SEC not later than 120 days after December 31, 2014, and is incorporited herein by

reference.

PPL Energy Supply, LLC, PPL Eleetric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas und Electrie Company and Kentucky
Utilities Company

ltem 13 is omitted as PPL Energy Supply, PPL Eleetric, LKE, LG&F and KU meet the conditions set forth in Genem! Instructions (IX1Xn) and (b) of Form 10-
K

ITEM 14. PRINCIPAL, ACCOUNTING FEES AND SERVICES

PPL Corporation

Information for this item will be set forth in the section entitled "Fecs to Independent Auditor for 2014 and 2013 in PPL's 2015 Notice of Annual Mceting
and Proxy Statement, which wilt be filed with the SEC not later than 120 days afier December 31, 2014, and which information is incopomted herein by
reference.

PPL Energy Supply, LLC
The following table presents an allocation of fees billed, including expenses, by Emst & Young LLP(EY) to PPL for the fiscal years ended December 31,

2014 and 2013, for professional services rendered for the audit of PPL Enerzy Supply's annual financial statements and for fees billed for other services
rendered by EY.

2014 2013
(in thousands)
Audit Tees (a) S 1483 § 1,612
Audit-related fees 9
Tax fees (b} 49 70

(a) Includes estimated fees for sudit of annual financial statements and review of financiul statements ineluded in PPL Energy Supply's Quasterly Reports on Form 10-6 and lor
services in connection with stawtory and regulatory filings or engagements, including comfort letters and consents for Nnancings and filings mude with the SEC.
(b} Includes fees for tax advice for eapital expenditures on certain hydro-eleciric plant upgrades and various state and local tax issucs.
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PPL Electrie Utilities Corporation

The following table presents an allocation of fees billed, including expenses, by EY to PPL forthe fiscal years ended December 31, 2014 and 2013, for
professional services rendered for the audit of PPL Electric’s annual financial statements and for fees billed for other services rendered by EY.

2014 2013
{in thousanis)

Audit fees (o) $ 954 § 953
Audit-related fees 10
Tax fees (b) 18 7

{a) Includes estimated fees for audit of annual financial stalements and review of fingncial statements included in PPL Electric's Quarterly Reparts on Form 10-Q and fur scrvices in
conneclion with statutory and regulatory filings or engagements, including comfort letters and cansents for finuncings und filings mude with the SEC
(b) Includes fees for tax advice for various stofe ond local tax issues.

LG&E amd KU Energy LLC

The following table presents en allocation of fees billed, including expenses, by EY 1o LKE for the fiscal years ended December 31,2014 and 201 3, for
professional services rendered for the audits of LKE's annual financial statements and for fees billed for other services readered by EY.

2014 2013
(tn thousands)

Audit fees (a) s 1,636 § 1,646

(1) Includes estimated fees for nudh of annual fnancial statements and review of Gnaneial statements included in LKE's Quarterly Reports an Form 10-Q and for services in
connection with statutory and regulatory filings or engagements, including comfort letters and consents for finuncings and filings made with the SEC.

Louisville Gas and Eleetric Company

The following table presents an allocation of fees billed, including expenses, by EY to LG&E for the fiscal years ended December 31, 2014 and 2013, for
professional services rendered for the audits of LG&E's annual financial statements and for fees bilied for other services rendered by EY.

20104 2013
(in thousands)

Audit fees (o) $ 699 § 691

(a) Trcludes estimated fees for audit of annund Ninancial stalements and review of financial sttements included in LG&E's Quarierty Reports on Form 10-0Q and for services in
connection with situtory and regeluory filings or engogements, including comfort letters and conscnts for financings and {ilings made with the SEC,

Kentucky Utilities Company

The following table presents an allocution of fees bitled, including expenses, by EY o KU for the fiscal years ended December 31,2014 and 2013, for
professional services rendered for the audits of KU's annual financial statements and for fees billed for other services rendered by EY.

2014 2013
{in thuusunds)

Audit Tees () $ 625 § 646

(n) Includes estimated fees for audit of annual financil statements und review of finunciul statements included in KU's Quariesly Reparts on Form 10-Q ard for services in conneetion
with stalutory und repulatory filings or engagements, ineluding comfort lenzrs and consents fos linancings ond filings made with the SEC.
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PPL Corporstion, PPL Enerpy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas und Electric Company
and Kentucky Utitities Company

Appmval of Fees The Audit Committce of PPL has procedures for pre-approving audit and non-audit services to be provided by the independent

auditor. These procedures are designed to ensure the continued independence of the independent auditor. More specifically, the use ofthe independent
auditer to perform cither audit or non-audit services is prohibited unless specifieally approved in advance by the Audit Committee of PPL. As a result of this
approval process, the Audit Committee of PPL has pre-approved specific categories of services end authorization levels. All services outside of the specified
catcgorics and all amounts exceeding the authorization levels are appraved by the Chair ofthe Audit Committec of PPL, who serves as the Committee
designee to review and approve audit and non-nudit related services during the year. A listing of the approved audit and non-audit services is reviewed with
the full Audit Committee of PPL no later than its next meeting.

The Audit Commitice of PPL approved 100% of the 2014 and 2013 services provided by EY.
PART IV

ITEM 15, EXHIBITS, FINANCIAL STATEMENT SCHEDULES

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporstion, LG&E and KU Energy LLC, Louisville Gas und Electric Company
and Kentucky Utilities Company

(n) The following documents are filed as part ofthis report:
1. Financial Statements - Refer to the "Table of Contents” for an index of the financial statements included in this rcpon.
2. Supplementary Data and Supplemental Financial Statement Schedule - included in response o ltem 8,
Schedule I- PPL Corporation Condensed Unconsolidated Financial Statements.
Schedule 1+ LG&E and KU Encrgy LLC Condensed Unconsolidated Financial Statements.

All other schedules are omitted because of the absence of the conditions under which they are required or because the required information is
included in the financial statements or notes thereto,

3.  Exhibits

Sec Exhibit Index immediately following the signature pages.
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SHAREOWNER AND INVESTOR INFORMATION

Annual Meetings: The 2015 annual meeting of sharcowners of PPL will be held on Wednesday, May 20, 2015, at the PPL Center, 701 Hamilton Street,
Allentown, Pennsylvania, in Lehigh County,

Proxy and Information Statement Materiul: A proxy statement and notice of PPL's annual meeting is provided to all sharcowners of record as of February
27,2015. The latest proxy statement can be accessed at www.pplweb.com.

I'PL Annuul Report: The report is published in the beginning of April and provided to all sharcowners of record as of February 27, 2015, The latest annual
report can be accessed at www.pplweb.com.

Dividends: Subjcct to the declaration of dividends on PPL common stock by the PPL Bourd of Directors or its Executive Committee, dividends are paid on
the first business day of April, July, October and January. The 20135 record dates for dividends nre expected to be March 10, Junc 10, September 10 and
December 10,

PPL's Website (www.ppiweh.com): Sharcowners can access PPL publications such as annual and quarierly reports to the Securities and Exchange
Commissien (SEC Forms 10-K and 10-Q), other PPL filings, compornte govemance materials, news releases, stock quotes and histerical performance. Visitors
to our website can subseribe to receive automated email alents for SEC filings, comings releases, daily stock prices or other financinl news.

Financial reponts which are available at www pplweb com will be mailed without charge upon request by writing to;
PPL Treasury Dept.
Two North Ninth Street
Allentown, PA 18101
Via email: invserv@pplweb.com
orby calling;
Sharcowner Services, toll-free at 1-B00-345-3085; or
PPL Corporate Offices at 610-774-5151.

Online Account Aceess: Registered sharcowners can ectivute their account foronline nceess by visiting sharcowneronline.com,

Dividend Reinvestment and Direet Stock Purchuse Plan (Plan): PPL offers investors the opportunity to acquire shares of PPL common steck through its
Plan. Through the Plan, participants are eligiblc to invest up to $25,000 per calendar month in PPL common stock. Sharcowners may choose to have
dividends on their PPL commeon stock fully or penially reinvested in PPL common stock arcan receive full payment of cash dividends by check or electronic

funds transfer. Participants in the Plan may choose to have their common stock certificates deposited into their Plan account.

Direct Registration System: PPL participates in the Direct Registration System (DRS). Sharcowners may choose to have their common stock certificates
converted to book entry form within the DRS by submitting their centificates to PPL's transfer agent,

Listed Securities:
New York Stock Exchange

PPL Corporation:
Common Stock (Code: PPL)

PPL Capital Funding, Inc.:

2007 Serics A funior Subordinated Notes due 2067 {(Code: PPL67)
20113 Scries B Junior Subordinated Notes due 2073 (Code: PPX)
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Fiscal Apents:

Transfer Agent and Repistrar; Dividend Dishursing Agent; Plan Administrator
Welis Fargo Bank, N.A.

Sharcowner Services

1110 Centre Pointe Curve, Suite 101

Mendota Heights, MN 55120

Toil Free: 1-800-345-3085
Cutside U.8.: 651-453-2129
Website: sharcowneronline.com

Indenture Trustee

The Bank of New York Mellon
101 Barelay Sircet

New York, NY 10286
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) ol the Sccurities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undemsigned, thercunto duly autherized.

PPL. Corporation
{Registrant)

By /s; William H. Spence
William H. Spence -
Chaiman, President and
ChiefExccutive Officer

Pursuant to the requirements of the Securities Exchange Act of [934, this report has been signed below by the following persons on behalf ol the Registmnt
and in the copacities and on the due indicated.

By /s/ Williom H. Spence
William H. Spence -
Chaiman, President and
Chief Exccutive Officer
(Principal Exccutive Officer)

By /s Vincent Sorpi
Vincent Sorgi -

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

By /s Stephen K. Breininger
Stephen K. Breininger -

Vice President and Controller
(Principal Accounting Officer)

Directors:

Rodney C. Adkins Swant Heydt

Frederick M. Bemthat Venkata Rajomannar Madabhushi
John W, Conway Craig A, Rogerson

Philip G. Cox William H. Spence

Steven G. Elliott Natica von Althann

Louise K. Goeser Keith H. Williamson

Stuart E. Grahem Armando Zagulo de Lima

By /s/ William H. Spence
Willium M. Spence, Attorney-in-fact Date: Februwry 23, 2015
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securitics Exchange Act of 1934, the Registrant has duly coused this report o be signed on its
behalf by the undersigned, thereunto duly authorized.

PPL Energy Supply. LI.C
(Registrant}

By /s/ Paul A. Farr

Paul A, Farr -
President

Pursunnt 1o the requirements of the Sceuritics Exchange Act of 1934, this report has been signed below by the following persons on behalfof the Registrant
and in the capacities and on the date indicated.

By /s/ Paul A. Farr

Paul A. Farr -

President

{Principal Exceutive Officer)

By /s/ Vincent Sorgi
Vincent Sorgi -

Senior Vice President
{Principal Financial Officer)

By /s/ Steplien K. Breininger
Stephen K. Breininger -
Controller

(Principel Accounting Officer)

Managers:

/s/ Pawl A. Farr
Paul A, Farr

/s/ Robert ). Grey
Robert 1. Grey

/shVineent Sor i
Vincent Sorgi

/s/ William H. Spence
William H. Spence

Date: February 23,2015
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SIGNATURES

Pursuant to the requirements of Scction 13 or 15(d) of the Sceuritics Exchanpe Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

Ltilities Corporatio
{Repistrant)

By /s/ Gregory N, Dudkin
Gregory N. Dudkin -
President

Pursuant to the requirements of the Securitics Exchange Act of 1934, this report has been signed below by the following persons on behalfof the Registrant
and in the capacitics and on the date indicated.

By /s/ Gregory N. Dudkin
Gregory N. Dudkin -
President

(Principul Exccutive Officer)

B /s/ Dengiis A. Urban, Ir,
Dennis A, Urban, Jr. -

Controller

(Principal Financiul Officer and Principal Accounting

Officer)

Dircctors:

/s! Gre vorvN. Dudkin /s/ Vincent Sorgi
Gregory N. Dudkin Vincent Sorgi

/& Robert J. Grey /s/ William H. Spence
Raben J. Grey Williom H. Spence

Date: February 23,2015
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SIGNATURES

Pursuant to the requirements ol Section 13 or 15(d) ol the Sceurities Exchange Actof 1934, the Registrant has duly caused this report to be signed on its
behalfby the undersigned, thercunto duly authorized.

LG&E apd K1) Enerpy 1L1.C
(Registrant)

By /s/ Victor A. Swfficri

Victor A, Staffien -

Chairmaon of the Board, ChiefExecutive Officer and
President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been sipned below by the following persens on behalf of the Registmnt
and in the capacitics and on the date indicated.

By /s/ Victor A, Staffied

Victor A. Staffieri -

Chairman of the Board, Chief Executive Officer and
President

{Principal Executive Officer)

By /s/Kent W. Blake

Kent W, Blake -

Chief Financial Officer
{Principal Financia! Officer and
Principal Accounting Officer)

Directors:

/s/ 8. Bradlord Rives

/s/ Victor A, Stafficri

S. Bradford Rives

/s Vincent Sorgi

Victor A, Stnffier

/% Paul W, Thompson

Vincent Sorgi

/s/ William H. Spence

William H. Spence

Date: February 23,2015

Paul W. Thompson



SIGNATURES

Pursuant to the requirements of Section 13 or [5¢d) of the Sceurities Exchange Act of 1934, the Registrant has duly caused this repert 1o be signed on its
behalf by the undemsigned, thercunto duly suthorized.

By /s/ Victor A, Stafficrd

Victor A. Staffieri -

Chairman of the Board, Chief Executive Officer and
President

Pursuant to the requirements of the Sccuritics Exchange Act of 1934, this report has been signed below by the following persons on behalf ol the Registrant
and in the capacitics and on the date indicated.

Bv /s/ Victor A. Staffied

Victor A. Staffien -

Chairman of the Board, Chiel Executive Officer and
President

(Principal Exceutive Officer)

By /s/ Kent W. Bloke

Kent W. Blake -

Chief Financial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Dircctors:

/s . Bradford Rives

/& Victor A. Staffier

S. Bradford Rives

/siVincent Sor 7

Vietor A. Stafficn

/s/ Paul W. Thompson

Vincent Sorgi

/s/ Willinm M. Spence

William H. Spenee

Date: February 23,2015

Paul W. Thompson



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Sccuritics Exchange Act of 1934, the Registrant has duly caused this repon to be signed on its
behalfby the undemsigned, thercunto duly authorized.

Kentucky Utilities Company
{Registrant)

By s/ Victor A. Stafficni

Victor A. Staffieri -

Chainnan of the Board, Chief Executive Officer end
President

Pursuant 1o the requirements of the Sceuritics Exchange Act of 1934, this repont has been signed below by the following persons on behalfof the Registmnt
and in the capacitics and on the date indicatled,

By /s/ Victor A. Staffien

Victor A. Staffieri -

Chaiman of the Board, Chief Executive Officer und
President

(Principal Executive Officer)

By /s/ Kent W. Blake

Kent W, Blake -
ChiefFinancial Officer
(Principal Financial Officer and
Principal Accounting Officer)

Dircctors:

/s 8. Bradford Rives

‘s Victor A, Sipffieri

S. Bradford Rives

/syVincent So i

Victor A, Staffieri

’si Paul W. Thompson

Vincent Sorgi

/syWilliom H. § coce

William 1. Spence

Date: February 23, 2015

Paul W. Thompson
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EXHIBIT INDEX

The following Exhibits indicated by an asterisk preceding the Exhibit number are filed herewith. The balance of the Exhibits has herclofore been filed with
the Commission snd pursuant to Rule 1 2(b)-32 are incorporaied herein by reference. Exhibits indicated by a [ Jare filed or listed pursuant to Item 661 (b)(i0)
(iii) of Regulation 5-K.

1(a) - Final Terms of WPD West Midlands £800,000,000 5.75 per cent Notes due 2032 (Exhibit 1.1 to PPL Corporation Form B-K Repon
{File No. 1-11459) dated May 17, 2011)

1{b) - Final Tenms of WPD East Midlands £600,000,000 5.25 per cent Notes due 2023 (Exhibit 1.2 to PPL Corporation Ferm 8-K Report
(File No. 1-11459 ) dated May 17,2011)

1{e) - Finol Terms of WPD East Midlands £100,000,000 Index Linked Notes due 2043 (Exhibit 1.1 to PPL Compormtion Form 8-K Repont
(File No. 1-11459) dated June 2,2011)

1id) - Final Terms of WPD East Midlands £100,000,000 5.25% Notes duc 2023 (Exhibis 1.1 10 PPL Comporation Form 8-K Repont (File
No. 1-11459) dated Apdl 19,2012)

1(e) - Final Terms of the WPD West Midlands £400 million 3.875% Senior Unsecured Notes due Qctober 17, 2024 (Exhibit [.] to PPL
Corporation Form 8-K Repon (File No. 1-11459) dated October 18,201 3)

i - Final Terms of the WPD East Midlunds £40 million 1.676% Notes due 2052 (Exhibit 1.2 to PPL Corporation Form 8-K Repon (File
No. 1-11459) dated October 1 8, 2013)

1{g) - Final Terms of the WPD East Midlands £25 million 1.676% Notes due 2052 (Exhibit 1.3 to PPL Corporation Form 8-K Report (File
No. 1-11459) dated October 18,2013)

I(h) - Sccurities Purchase and Registration Righis Agreement, dated March 5, 2014, among PPL Capital Funding, Inc., PPL Corporation,
and the several purchusers named in Schedule B thereto (Exhibit 1.1 to PPL Cormporation Form 8-K Report (File No. 1-11459) dated
March 10,2014)

2(n) - Purchase and Sale Agreement by and between PPL Mantana, LLC and NorthWestem Corpoeration, doted as of September 26,2013
(Exhibit 2.1 to PPL Corporation Form B-K Repont (File No. 1-11459) duted September 27,2013)

2{b) - Lease Terminotion Agreement by and between PPL Montang, LLC, Montana OL3 LLC ond Montana OP3 L1.C, dated as of
September 26, 2013 (Exhibit 2.2 10 PPL Corporution Form 8-K Report (File No. [-11459) dated September 27, 2013)

2e) - Lease Terminstion Agreement by and between PPL Montana, LLC, Montana OL4 LLC and Montana OP4 LLC, dated as of
Sepiember 26, 2013 (Exhibit 2.3 to PPL Comoration Form 8-K Report (File No. 1-11459) dated September 27, 2013)

3(d) - Lense Terminntion Agreement by and between PPL Montana, LLC, Montana OL1 LLC and Montana OP1 LLC, dated a5 of
September 26, 2013 (Exhibit 2.4 to PPL Cormporation Form 8-K Repon (File No. 1-11459) dated Scptember 27, 2013)

c) - Lease Termination Agreement by and between PPL Montana, LLC, Moentana OL1 LLC and Montana OP1 LLC, duted as of
September 26, 2013 (Exhibit 2.5 to PPL Corporation Form 8-K Report (File No. 1-11459) dated September 27, 2013)

2(6) - Scpamation Agreement among PPL Corporation, Talen Energy Holdings, Inc., Talen Energy Corporation, PPL Enerzy Supply, LLC,

Roven Power Holdings LLC, C/R Encrgy Jade, LLC snd Sapphire Power Holdings LLC ., dated as of June 9, 2014 (Exhibit 2.1 to
PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12,2014)
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Transaction Agreement smong PPL Corpormtion, Talen Energy Holdings, Inc., Talen Energy Comoration, PPL Energy Supply,
LLC, Talen Energy Merger Sub, Inc., C/R Energy Jade, LLC, Sapphire Power Holdings LLC. and Raven Power Holdings LLC,
dated as of June 9, 2014 (Exhibit 2.2 to PPL Energy Supply, LLC Form 8-K Report (File No. 1-32944) dated June 12, 2014)

Amended and Restated Anticles of Incomporation of PPL Corporation, effective as of May 15, 2013 (Exhibit 3(i} to PPL Cormperation
Form 8-K Report (File No. 1-11459) dated May 20, 2013)

Amended and Restated Articles of Incomoration of PPL Electrie Utilities Comoration, effective as of Octaber 31, 2013 (Exhibit
3(a)to PPL Eleetric Urilities Corporation Form 10-Q Report (File No, 1-905) for the quarter ended Scptember 30,2013)

Centificate of Formation of PPL Energy Supply, LLC, effective us of November 14, 2000 (Exhibit 3.1 to PPL Energy Supply, LLC
Form §-4 (Registration Statement No. 333-74794))

Centificate of Amendment of PPL Encry Supply, LLC, effective as of November 12, 2002 (Exhibit 3(c)-2 to PPL Encrgy Supply,
LLC Form [0-K Report (File No. 1-32944) for the year ended December 31 L2011

Amended and Restated Bylaws of PPL Comporation, effective as of May 15, 2013 (Exhibit 3(ii} to PPL Corporation Form B-K
Report (File No. 1-1145%) dated May 20,2013)

Amended and Restated Bylaws of PPL Electric Utilities Compomtion, effective as of Qctober 31, 2013 (Exhibit 3(b) to PPL Electric
Utilities Corporation Form 10-Q Repont (File No. 1-805) far the quarter ended September 30, 2013)

Limited Liability Company Agreement of PPL Energy Supply, LLC, effective as of March 20, 2001 (Exhibit 3.2 to PPL Energy
Supply, LLC Form 5-4 (Registration Statement No. 333-74794))

Anticles of Organization of LG&E and KU Energy LLC, effective as of December 29, 2003 (Exhibit 3(n)to Registration Statement
filed on Form 84 (File No. 333-173665))

Amended and Restated Operting Agreement of LG&E and KU Energy LLC, effective as of November 1, 2010 (Exhibit 3(b) 10
Registmtion Statement filed on Form 54 (File No, 333-173665))

Amendment to Amended and Restated Operating Agreement of LG&E and KU Energy LLC, effective us of November 25,2013
(Exhibit 3(h)-2) to PPL Corportion Form 10-K Repornt (File No. E-11459) forthe year ended December 31,2013)

Amcnded and Restated Anticles of Incorporation of Louisville Gas and Electric Company, effective as of November 6, 1996
{Exhibit 3(n) to Registration Statement fled on Form S-4 (File No. 333-1 73676))

Articles of Amendment to Anticles of Incorporation of Louisville Gas and Electric Company, efiective as of April 6, 2004 (Exhibit
(k) to Repistration Statement filed on Form S (File No. 333-173676))

Bylaws of Louisville Gas and Elcctric Company, effective as of December 16, 2003 (Exhibit 3(c) to Registration Statement filed on
Form 54 (File No, 333-173676))

Amended and Restated Anticles of Incorporation of Kentueky Utilities Company, effective as of December 14, 1993 (Exhibit 3{z) 10
Registration Statement filed on Form S-4 (File No. 333-173675)

Anticles of Amendment to Articles of Incorporation of Kentucky Utilitics Company, effective as of April 8, 2004 (Exhibit 3(b) to
Registration Statement filed on Form S (File No. 333-173675))

Bylaws of Kentucky Utilities Company, efiective as of December 16, 2003 (Exhibit 3(c}to Registration Statement filed on Form S-
4 (File No. 333-173675))
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Pollution Control Facilities Loan Agreement, dated as of May 1, 1973, between PPL Eleetric Utilities Corporation and the Lehigh
County [ndustrial Development Authority (Exhibit 5(z) to Registrtion Statement No. 2-60834)

Amended and Restated Employee Stock Ownership Plan, dated January 12, 2007 (Exhibit 4(a) to PPL Comportion Ferm 10-K
Report (File No. 1-] 1459} for the year ended December 31, 2006)

Amendment No. 1 to szid Employec Stock Ownership Plan, dated July 2, 2007 (Exhibit 4(a) to PPL Corportion Form 10-Q Repont
(Filc No. 1-11459) for the quaner ended September 30, 2007)

Amendment No. 2 to said Employee Stock Ownership Plan, dated December 13, 2007 (Exhibit 4(a)-3 to PPL Corpomtion Form 10-
K Repon (File No. 1-11459) for the year ended December 31, 2007)

Amendment No. 3 1o said Employce Stock Ownership Plan, dated August 19, 2009 (Exhibit 4(a) to PPL Corporation Form [0-Q
Report (File No. 1-11459) for the quarter ended September 30, 2009)

Amendment No. 4 to said Employee Stock Ownership Plan, dated December 2, 2009 (Exhibit 4{a)-5 to PPL Comoration Form [0-K
Repon (File No, 1-11459) for the yearended December 31, 2009)

Amendment No. 5 to said Employee Stock Ownership Plan, dated November 17, 2010 (Exhibit 4(b}6 to PPL Corpomation Form 10-
K Repont (File No, 1-11459) for the yearended December 31, 2010)

Amendment No. 6 to said Employec Stock Ownership Plan, dated January 18, 2012 (Exhibit 4¢a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quanter ended March 31, 2012)

Amendment No. 7 to szid Employee Stock Ownership Plan, duted Muy 30, 2012 (Exhibit 4(a) to PPL Corporation Form 10-Q
Report (File No. 1-11459) for the quarier ended June 30, 201 2)

Amendment No. 8 1o said Employee Stock Ownership Plan, dated July 17, 2012 (Exhibit 4(b) 10 PPL Comporation Form 10-Q
Repont (File No. 1-11459) for the quarter ended June 30, 2012)

Amendment No. 9 1o said Employee Stock Ownership Plan, dated December 21, 2012 (Exhibit 4(b}-10 10 PPL Corporation Form
10-K Report (File No. 1-11459) forthe year ended December 31, 2012)

Amendment No. 10 1o said Employce Stock Ownership Plan, doted September 16, 2013 (Exhibit 4(a) to PPL Comoration Form 10-
Q Report (File No. 1-11459) for the quaner ended Sceptember 30, 2013)

Trust Deed constituting £150 million 9 % percent Bonds due 2020, dated November9, 1995, between South Wales Electric plc and
Bankers Trustec Company Limited (Exhibit 4(k) 1c PPL Comoration Form 10-K Report (File No. 1-[1459) for the year ended
December 31, 2004)

Indenture, dated os of November 1, 1997, ameng PPL Comporation, PPL Capital Funding, Inc. and iPMorgan Chase Bank (formerly
The Chase Manhattan Bank), as Trustee (Exhibit 4.1 to PPL Comoration Form 8-K Repon (File No. 1-11459) dated November 12,
1997)

Supplemental Indenture No. 8, dated as of June 14,2012, 10 said Indenture (Exhibit 4(b)to PPL Corporation Form 8-K Repont (File
Nao. 1-11459) dated June 14,2013)

Supplemental Indenture No. 9, dated as of October 15,2012, to said Indenture (Exhibit 4(b) to PPL Corporation Form 8-K Repont
{File No. 1-11459) dated October 15,2012)

Supplementat Indenture No, 10, dated as of May 24, 2013, to said Indenture (Exhibit 4.2 10 PPL Comoration Form 8-K Report (File
No. [-1 1459) dated May 24,2013)
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Supplemental Indenture No. 11, dated as of May 24, 2013, to said indenture (Exhibit 4.3 to PPL Comporation Ferm 8-K Repont (File
No. 1-11459) dated May 24,2013)

Supplemental Indenture No. 12, dated as of May 24, 2013, to said Indenture (Exhibit 4.4 to PPL Comoration Form 8-K Report (File
No. 1-11459) dated May 24, 2013)

Supplementol Indemure No. 13, dated as of March 10,2014, to said Indemure (Exhibit 4.2 1o PPL Comperation Form 8-K Report
{File No. 1-11459) dated March 10, 2014)

Supplemental Indenture No. 14, dated as of March 10,2014, to said Indenture (Exhibit 4.3 to PPL Corporation Form 8-K Report
(File No. 1-11459)dated March 10, 2014)

Indenure, dated as of March 16, 2001, among WPD Holdings UK, Bonkers Trust Company, as Trustee, Principal Paying Agent, and
Transfer Agent and Deutsche Bank Luxembourg, S.A., as Paying and Transfer Agent (Exhibit 4(g) to PPL Corporation Form 10-K
Reporn (File No. 1-11459) for the year ended December 31, 2009)

First Supplemental Indenture, dated as of March 16, 2001, to snid Indenture (Exhibit 4(n)-2 te PPL. Corporation Form 10-K Repon
(File No. 1 -1 1459) for the year ended December 31, 2004)

Second Supplemental Indenture, dated as of Junuary 30, 2003, 10 said indenture (Exhibit 4(n}-3 1o PPL Corporation Fomm [10-K
Report (File No. 1-11459) for the year ended December 31, 2004)

Third Supplemental Indenture, dated as of October 31, 2014, to said Indenture (Exhibit 4(b) to PPL Comporation Form 10-Q Repont
(File No. 1-11459)} for the quarter ended September 30, 201 4)

Indenture, dated as of August 1,2001, by PPL Electric Utilities Comporation and JPMergan Chase Bank {formerly The Chase
Manhattan Bank), as Trustee (Exhibit 4.1 10 PPL Eleciric Utilities Corporution Form 8-K Report (File No. 1-905}) dated August 21,
2001)

Supplemental Indenture No. 4, daied as of February 1, 2005, to said Indenture (Exhibit 4{g)-5 to PPL Electric Lhilitics Compomtion
Form 10-K Repont (File No. 1-905) for the year ended December 31, 2004)

Supplemental Indenture No. 5, dated s of May 1, 2005, to said Indenture (Exhibit 4(b) to PPL Eleciric Utilities Corporation Form
10-Q Repon (File No. 1-905) for the quanerended Junc 30, 2005)

Supplemental Indenture No. 6, dated os of December 1, 2005, to said Indenture {Exhibit 4(a) to PPL Electric Utilitics Corporation
Form 8-K Report (File Na. 1-905) dated December 22, 2005)

Supplemental Indenture No. 7, dated as of August 1, 2007, to said Indenture (Exhibit 4(b) 1o PPL Elcctric Utilities Comporation
Form 8-K Report (File No. 1-905) dated August 14, 2007)

Supplemental Indenture No. 9, dated as of October 1, 2008, to suid Indenture (Exhibit 4(c) to PPL Electric Utilities Compormtion
Form 8-K Repont (File No. 1-905) dated October 31, 2008)

Supplemental Indenture Ne. 10, dated as of May [, 2009, 10 said indenture (Exhibit 4(b) 1o PPL Electric Utilities Corporation Form
R-K Report (File No. 1-9035) dated May 22, 2009)

Supplemental Indenture No. 11, dated os of July 1, 201 |, to said Indenture (Exhibit 4,1 to PPL Electric Utilities Corporation Form
8-K Report (File No. 1-905) dated July 13,2011)

Supplemental Indenture No. 12, dated as of July 1, 2011, to said Indenture (Exhibit 4(a)to PPL Electric Utilities Corporation Form
#-K Report (File No. 1-905) dated July 18,2011)
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Supplemental Indenture No. 13, dated as of August 1, 2011, to said Indenture {(Exhibit 4{a) to PPL Electric Utilities Corporation
Form 8-K Report (File No. 1-905) dated August 23,2011)

Supplemental Indenture No. 14, dated as of August 1, 2012, to said indenture (Exhibit 4(2} 1o PPL Electric Utilities Corporation
Form B-K Report (File No. 1-905) dated August 24,2012)

Supplemental ndenture No. 15, dated s of July 1, 2013, to said Indenture (Exhibit 4(a) 1o PPL Elcciric Litilities Corporation Form
8-K Report (File No. 1-905) dated July 11,2013)

Supplemental Indenture No. 16, dated os of Junc 1, 2014, to said Indenture (Exhibit 4(a) to PPL Electric Uilities Corporution Form
8-K Repornt {File No, 1-9015) dated June 5,2014)

Indenture, doted os of October 1, 2001, by PPL Energy Supply, LLC and JPMorgan Chase Bank (formerly The Chase Manhatian
Bank), as Trustee (Exhibit 4.1 to PPL Energy Supply, LLC Form S-4 (Registmtion Statement No. 333-74794))

Supplemental Indenture No. 2, doted as of August 15, 2004, to said Indenture (Exhibit 4(h)-4 to PPL Energy Supply, LLC Form 1 0-
K Report (File No. 333-74794) for the year ended December 31, 2004)

Supplemental [ndenture No. 3, dated as of Octaber 15, 2003, to said Indenture (Exhibit 4(z) 10 PPL Encrpy Supply, LLC Form 8-K
Repont (File No. 333-74794) dated October 28, 2005)

Form of Note for PPL Encrpy Supply, LLC's $300 million aggregate principal amount of 5.70% REsct Put Securities due 2035
(REPS3M) (Exhibit 4(b)to PPL Encrgy Supply, LLC Form B-K Repont (File No. 333-74794) doted October 28, 2005)

Supplemental Indenture No. 4, dated as of May [, 2006, to said Indenture (Exhibit 4{a) to PPL Enerpy Supply, LLC Form 14-Q
Repon (File No. 333-74794) for the quaner ended Junc 30, 2006)

Supplemental Indenture No. 6, dated as of July [, 2006, to said Indenture (Exhibit 4(c) to PPL Energy Supply, LLC Form 10-Q
Report (File No. 333-74794) for the quancr ended June 30, 2006}

Supplemental Indentuse No. 7, dated as of December 1, 2006, to said Indenture (Exhibit 4(f)-10 to PPL Energy Supply, LLC Form
10-K Repont (File No. 333-74794) for the year ended December 31, 2006)

Supplemental Indenture No. 8, dated as of December 1, 2007, to said Indentuse (Exhibit 4(b) to PPL Encrgy Supply, LLC Form 8-K
Report (File No. 333-74794 ) dated December 20, 2007)

Supplemental Indenture No. 9, doted as of March |, 2008, to said Indenture (Exhibit 4(b) to PPL Encrgy Supply, LLC Form 8-K
Report (File No. 333-74794) dated March 14, 2008)

Supplemental Indenture No, 10, doted as of July 1, 2008, to said Indenture (Exhibit 4(b) 10 PPL Energy Supply, LLC Form 8-K
Report (File No, 1-32944) duted July 21, 2008)

Supplementzl Indenture No. 11, dated as of December |, 201 |, to said Indenture (Exhibit 4(2) to PPL Encry Supply. LLC Form 8-
K Report (File Ne. 1-32944) daied December 16, 2011)

Supplemental Indenture No, 12, dated as of February 12,2013, 10 said Indenture {Exhibit 4.1 to PPL Energy Supply, LLC Form 8-K
Repont (File No. 1-32944) dated February 13,2013)

Trust Deed constituting £200 million 5.875 percent Bonds due 2027, dated March 25, 2003, between Westem Power Distribution
(South West) ple and 1.P. Morgan Corporate Trustee Services Limited (Exhibit 4(o)-| ta PPL Comporation Form 10-K Repont (File
Nao. 1-11459) for the year ended December 31, 2004)
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Supplement, dated May 27, 2003, to said Trust Deed, constituting £50 million 5.875 percent Bonds due 2027 (Exhibit 4(e)-2 to
PPL Corporation Form 10-K Repon (File No. 1-11459) for the year ended December 31, 2004)

Pollution Control Facilities Loan Agreement, dated as of February 1, 2003, between PPL Electrie Utilitics Corporation and the
Lehigh County Industrial Development Authority (Exhibit 10(T) to PPL Electric Utilitics Cormporation Form 10-K Repon (File No.
1-9405} for the ycar ended December 31, 2004)

Pollution Control Facilitics Loan Agreement, doted 25 of May 1, 2005, between PPL Electric Utilitics Cormporation and the Lehigh
County Industrial Development Authority (Exhibit 10(a) to PPL Electric Utilitics Corporation Form 10-Q Report (File No. 1-905)
for the quarter ended June 30, 2005)

Pollution Control Facilities Loan Agreement, dated as of October 1, 2008, between Pennsylvania Economic Development
Financing Authority and PPL Elcctric Utilities Corpormtion {Exhibit 4(a) 1o PPL Electrc Utilities Corporation Fonn 8-K Reporn
(File No. 1-905} dated October3 1, 2008)

Trust Deed constituting £105 million [.541 percent Index-Linked Notes due 2053, dated December 1,2006, between Westecm
Power Distribution {South West) plc and HSBC Trustee (CT) Limited (Exhibit 4(i)to PPL Comoration Form §0-K Repon (File No.
1-11459) for the year ended December 31, 2006)

Trust Deed constituting £120 million 1.541 percent Index-Linked Notes due 2056, duted December 1 , 2006, between Westem
Power Distribution (South West) plc and HSBC' Trustee (C1) Limited (Exhibit 4(j) to FPL Corpomation Form 10-K Repon (File No.
1-11459) for the yearended December 31, 2006)

Trust Deed constituting £225 million 4.80436 percent Notes due 2037, dated December 21, 2006, between Western Power
Distribution (South Wales) ple and HSBC Trustee (C) Limited (Exhibit 4(k)to PPL Corporation Form 10-K Report (File No. 1-
11459) for the year ended December 31, 2006)

Subordinated Indenture, dated as of March 1, 2007, between PPL Capital Funding, Inc., PPL Corpomation and The Bank of New
York, as Trustee (Exhibit 4(a) to PPL Compormtion Form 8-K Repon (File No. 1-1 1459} dated March 20, 2007)

Supplemental Indenture No. 1, dated as of Mareh 1, 2007, to said Subordinated Indenture (Exhibit 4(b) to PPL Corporation Form &-
K Report (File No. 1-11459) dated March 20, 2007)

Supplemental Indenture No, 2, dated as of Junc 28, 2010, to said Subordinated Indenture (Exhibit 4.3 to PPL Corporation Form §-K
Repont (File Ne. 1-11459) dated June 30, 2010)

Supplemental Indenture No. 3, dated as of April 15,2011, to said Subordinated Indenture (Exhibit 4.3 to PPL Corporation Form 8-
K Report (File No. [-11459) dated April 19, 2011)

Supplemental Indenture No. 4, dated as of March 15, 2013, to said Subordinated Indenture (Exhibit 4(b) 1o PPL Corporation Form
8-K Repen (File No, 1-11459) dated March 15, 2013)

Series 2009A Exempt Fucilities Loan Agreement, duted os of April 1, 2009, between PPL Energy Supply, LLC and Pennsylvania
Economic Development Financing Authority (Exhibit 4(a) to PPL Encrgy Supply, LLC Form 8-K Report (File No, 1-32944) dated
April 9, 2009)

Series 2009B Excmpt Facilities Loan Agreement, dated as of April 1, 2009, between PPL Encrgy Supply, LLC and Pennsylvania

Economic Development Financing Authority (Exltibit 4(b) to PPL Energy Supply. LLC Form 8-K Report (File No. 1-32944) dated
April 9, 2009}
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Scries 2009C Exempt Facilities Loan Agreement, dated as of April |, 2009, besween PPL Energy Supply, LLC and Peansylvania
Economie Development Financing Autherity (Exhibit 4(c) to PPL Energy Supply, LLC Fonn &-K Report (File No. 1-32944) dated
April 9,2009)

Trust Deed constituting £200 million 5.75 percent Notes due 2040, dated March 23, 2010, between Westem Power Distribution
{South Wales) plc and HSBC Corporate Trustce Company (UK) Limited (Exhibit 4(a) 1o PPL Corporation Form 10-Q Report (File
No. 1-11459) for thc quarter ended March 31, 2010)

Trust Deed constituting £200 million 5.75 petcent Notes due 2040, dated March 23, 2010, between Westem Power Distribution
{South West) ple and HSBC Corperate Trustee Company (UK) Limited (Exhibit 4(b) to PPL Corpemtion Form 1 0-Q Repon (File
No. 1+ 1459) for the quarer ended March 31, 2010)

Indenture, dated as of October |, 2010, between Kentueky Utilities Company and The Bank of New York Mcllon, as Trustee
(Exhibit 4(q)-1 to PPL Comporation Form 10-K Repont (File No. 1-11459) for the year ended December 36, 2010)

Supplementa] Indenture No. 1, doted as of October 15, 2010, 10 said Indenture (Exhibit 4(g)-2 10 PPL Corporation Farm 10-K
Report (File No, 1-11459) for the yearended December 31, 2010)

Supplemental Indenture No. 2, dated as of November 1, 2010, to said Indenture (Exhibit 4(g)-3 1o PPL Corporation Form 10-K
Report (File No, 1-11459) for the year ended December 31, 2010}

Supplemental Indenture No. 3, dated as of November 1, 2013, to said Indenture (Exhibit 4(b) 10 PPL Corporation Forn 8-K Repon
(File No. 1-11459)dated November 13, 2013)

Indenture, dated as of October 1, 2010, between Louisville Gas and Electric Company and The Bank of New York Mellon, as
Trustee (Exhibit 4(r)-1 to PPL Corporation Form 10-K Report {Fite No. 1-11459) for the ycar ended December 31, 2010)

Supplcmental Indenture No. 1, dated 05 of October 15,2010, 10 said Indenture (Exhibit 4(r)-2 to PPL Corporation Form [0-K
Repon (File No. 1-11459) for the year ended December 31, 2010)

Supplcmental Indenture No, 2, dated as of November |, 2010, to said Indenture (Exhibit 4(r}-3 to PPL Corporation Form 1 6-K
Repon (File No. 1-11459) for the yearended December 31, 2010)

Supplemental Indenture No. 3, dated os of November 1, 2013, to said Indenture (Exhibit 4(a) to PPL Corporation Form 8-K Repon
(File No. 1-11459) dated November 13, 2013)

Indenture, dated as of November 1, 2010, between LG&E and KU Energy LLC and The Bank of New York Mcllon, as Trustee
(Exhibit 4(s}-1 te PPL Corporation Form E0-K Report (File No. 1-11459} for the year ended December 31, 2010)

Supplemental Indenture No. 1, dated as of November 1, 2010, to said Indenture (Exhibit 4(s}-2 to PPL Corporation Form 10-K
Repeort (File No. 1-11459) for the year ended December 31, 2010)

Supplemental Indenturc No. 2, dated as of Scptember 1, 2011, to said Indenture (Exhibit 4(z) to PPL Corporation Form B-K Report
{File No. 1-11459) daled Scptember 30, 2011)

2002 Series A Carroll County Loan Agreement, dated February 1,2002, by and between Kentucky Utilitics Company, and County
of Camroll, Kentucky {Exhibit 4(w)-1 to PPL Corporation Form [0-K Repon (File No. 1-11459) for the yearended December 3 [,
2010)
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Amendment No. | dated as of September 1,200 to said Loan Agreement by and between Kentucky Utilitics Company, and
County of Camoll, Kentucky (Exhibit 4(w}-2 to PPL Corpotation Form 10-K Repont (File No, 1-11459) for the year ended
December 31,2010}

2002 Series B Carroll County Loan Agreement, dated February 1, 2002, by and between Kentucky Utilitics Company, and County
of Carroll, Kentucky (Exhibit 4(x)-1 to PPL Comporation Form |1 0-K Report (File No. 1-11459) forthe year ended Decomber 31,
201

Amendment No. 1 dated as of September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and
County of Cnmoll, Kentucky {Exhibit 4(x)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December
31,2010}

2002 Seties C Carroll County Loun Agreement, dated July 1, 2002, by and between Rentucky Usilities Company, and County of
Caroll, Kentucky (Exhibit 4(y)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2010}

Amendment No. | dated as of September 1, 2010, 1o said Loan Agrecment by and between Kentucky Utilities Company, and
County of Carroll, Kentucky (Exhibit 4{v)-2 to PPL Corporation Form 10-K Repon (File No. 1-11459) for the year ended December
31,2010

2004 Series A Carroll County Loan Agreement, dated Octeber 1, 2004 and amended and restated as of September 1, 2008, by and
between Kentucky Lilities Company, and County of Caroll, Kentucky (Exhibit 4(z}-1 to PPL Comporation Form 10-K Repon (File
No. 1-11459} for the year ended December 31, 2010)

Amendment No. 1 doted as of September 1, 2014}, to said Loan Agreement by and between Kentucky Utilitics Company, and
County of Canoll, Kentucky (Exhibit 4(z)-2 to PPL Comporation Ferm 10-K Report (File No. 1-1 1459) for the year ended December
31,2010)

2006 Series B Carroll County Loan Agrecment, dated October |, 2006 and amended and restated September 1, 2008, by and
between Kentucky Utilities Company, and County of Camoll, Kentucky (Exhibit 4(aa)-| to PPL Corporation Form 10-K Repont
(File No. 1-] 1459) for the year ended December 31,2010)

Amendment No. 1 dated os of September 1, 2010, to snid Loan Agreement by and between Kentucky Utilitics Company, ond
County of Carmoll, Kentucky (Exhibit 4(as}-2 to PPL Corporation Form 10)-K Repon (File No, 1-11459) for the year ended
December 31, 2010)

2007 Series A Caroll County Loan Agreement, dated March 1, 2007, by and between Kentucky Utilities Company and County of
Camoll, Kentucky (Exhibit 4(bb)-1 to PPL Comporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)

Amendment No. | dated September 1, 2010, 10 said Loan Agreement by and between Kentucky Utilities Compuny, and County of
Camoll, Kentucky (Exhibit 4(bb)-2 to PPL Corpormtion Form 10-K Repont (File No, 1-11459) for the yerrended December 31,
01

2008 Series A Camroll County Loan Agrecment, dated August 1, 2008 by and between Kentucky Utilitics Company, and County of
Camoll, Kentucky (Exhibit 4(cc)-1 to PPL Corpomtion Form 10-K Repont (File No. 1-11459) for the year ended December 31,
2010)

Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilitics Company, and County of
Camoll, Kentucky (Exhibit 4{ce)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31,
2010)
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2000 Series A Mercer County Loan Agreement, duted May 1, 2000 and amended and restated ns of September 1, 2008, by and
between Kentucky Uilitics Company, and County of Mercer, Kentucky (Exhibit 4(dd)-1 to PPL Comoration Form | 0-K Report
(File No. 1-11459) for the year ended December 31,2010)

Amendment No. I dated September 1, 2014, to suid Loan Agreement by and between Kentucky Utilitics Company, and County of
Mercer, Kentucky (Exhibit 4{dd)-2 to PPL Comoration Form 10-K Report (File No. 1-1 1459 for the yearended December 31,
2010)

2002 Serics A Mercer County Loan Agreement, duted February 1, 2002, by and between Kentucky Utilitics Company, and County
of Mercer, Kentucky (Exhibit 4(cc)-t to PPL Corporation Form 10-K Repon (File No. 1-11459) for the year ended Deeember 31,
2000

Amendment No. | dated September 1, 2010, to said Loan Agreement by and between Kentucky Utilities Company, and County of
Mereer, Kentucky (Exhibit 4(ce)-2 to PPL Comomtion Form 16-K Report (File No. 1-11459) for the year ended December 31,
2010)

2002 Serics A Muhjenberg Courty Loan Agreement, dated February 1, 2002, by and between Kentucky Utilities Company, snd
County of Muhlenberg, Kentucky (Exhibit 4(ff)-1 to PPL Corporation Form 10-K Repont {File No. 1-11459) for the year ended
December 31, 2010)

Amendment No. ! dated Scptember |, 2010, to said Loan Agreement by and between Kentucky Uilities Company, and County of
Muhlenberg, Kentucky (Exhibit 4(i)»-2 to PPL Corporation Farm 10-K Repon (File No. [-11459) for the year ended December 31,
2010)

2007 Serics A Trimble County Loan Agreement, dated March 1, 2007, by and between Kentucky Utilitics Company, and County
of Trimble, Kentucky (Exhibit 4(gg)-1 to PPL Corporation Form 10-K Report (File No. [-11459) for the yeor ended December 31,
2010)

Amendment No. | dated September 1, 2010, 1o seid Loun Agreement by and between Kentucky Utilities Company, ond County of
Trimble, Kentueky (Exhibit 4(gg)-2 to PPL Corporation Form 10-K Repont (File No. 1-11439) for the year ended December 31,
2010)

2000 Series A Louisville/Jefferson County Metro Government Lonn Agreement, dated May 1, 2000 and amendcd and restated as of
September 1, 2008, by and between Louisville Gas and Electric Company, and Louisville/lefierson County Metro Govemment,
Kentucky (Exhibit 4(hh)-1 to PPL Corpomation Form 10-K Report (File No. £-11459) forthe year ended December 31, 2010)

Amendment No. | dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville Jefferson County Metro Govemment, Kentucky (Exhibit 4thh)-2 te PPL Comporation Form 10-K Repon (File No. 1-
11459) for the yearended December 31, 20103

Amendment No. 2 dated as of October 1,201 1, to said Loan Agreement by and between Louisville Gas and Eleciric Company, and
Louisville/Jefferson County Metro Govemment, Kentucky (Exhibit 4(ee)-3 10 Louisvifle Gas and Electric Company Form 10-K
Repont (File No. 1-2893) for the year ended December 31, 2011)

2001 Series A Jeflerson County Loan Agreement, dated July 1, 2001, by and between Louisville Gas and Eleetric Company, and
Jefferson County, Kentucky (Exhibit 4(ii)-1 to PPL Comporation Form 10-K Repon (File No. 1-11459) for the yeur ended December
31,2010)

Amendment No. 1 dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Jefferson County, Kentucky (Exhibit 4(ii)-2 to PPL Corporation Famn 10-K Repon (File No. 1-11459) for the year ended December
31, 2010)
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2001 Serics A Jefferson County Lonn Agreement, dated November 1, 200, by and between Louisville Gas end Electrie Company,
and Jefferson County, Kentucky ¢Exhibit 4(jj)-1 1o PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31, 2010)

Amendment No. | dated September 1, 2010, to suid Loan Agreement by and between Louisville Gas and Electric Company, and
Jefferson County, Kentucky (Exhibit 4(jj)-2 to PPL Cemporation Form 10-K Report (File No. 1-11459) for the year ended December
31,2010)

2001 Series B Jefferson County Loun Agreement, dated November 1, 2001, by and between Louisville Gas and Electric Company,
and Jefferson County, Kentucky (Exhibit 4(kk)-1 to PPL Corporation Form 10-K Repert (File No. 1-11459) for the ycar ended
December 31, 2010)

Amendment No. | dated September 1, 2010, to suid Loan Agreement by and between Louisville Gas and Electric Company, and
Iefferson County, Kentucky (Exhibit 4(kk)-2 to PPL Corporation Form 10-K Repon (File No. 1-11459) for the yeor ended
December 31, 2010)

2003 Serics A Louisville/Jefferson County Metro Government Loan Agreement, dated October 1, 2003, by and between Louisville
Gas and Electric Company and Louisville/Jefferson County Mctro Govermnment, Kentucky (Exhibit 4(11)-t to PPL Corporation
Form 10-K Repon (File No. 1-11459) for the year ended December 31, 2010)

Amendment No. | dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Govemmeat, Kentueky (Exhibit 4¢1i)-2 to PPL Corporation Form 10-K Repon (File No. 1-
11459) for the year ended December 3 1, 2010)

2005 Serics A Louisvilic/Jefferson County Metro Government Loan Agreement, dated February 1, 2005 and amended ond restated
as of September |, 2008, by and between Louisville Gas and Electric Company, and Louisville/Jefferson County Metro
Govemment, Kentucky (Exhibit 4gmm)-1 to PPL Corperation Form 10-K Repont (File No. 1-11459) for the year ended December
31,2010)

Amendment No. | dated September 1, 2010, to said Loan Agreement by and between Louisviile Gas and Eleciric Company, and
Louisville/Jefferson County Metro Govemment, Kentucky (Exhibit 4(mm)-2 to PPL Compomtion Form 10-K Repon (File No. 1-
11459} for the year ended December 31, 2010)

2007 Serics A Louisville/Jefferson County Metro Government Loan Agreement, dated as of March 1, 2007 and amended and
restated as of Scptember 1, 2008, by and between Louisville Gas and Electric Company, and Louisville Jefferson County Metro
Govemment, Kentucky (Exhibit 4(nn)-I to PPL Corporation Farm 10-K Report (File No. 1-11459) for the year ended December 31,
3010)

Amendment No. | dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
Louisville/Jefferson County Metro Government, Kentucky {Exhibit 4(nn)-2 10 PPL Corporation Farm 10-K Repon (File No. 1-
11459) for the yearended December 31, 2010)

20007 Series B Louisville/JefTerson County Metro Government Amended and Restated Loan Agreement, dated November 1, 2010,
by and between Louisville Gas and Elcctric Company and Lonisville/Jefferson County Metro Government, Keniucky (Exhibit
4(oo) to PPL Corporation Form 10-K Report {File No. 1-11459) for the year ended December 31, 2010)

2008 Serics A Trimble County Loan Agreement, duted August 1, 2000, by and between Louisville Gas and Electric Company, and
County of Trimble, Kentucky (Exhibit 4(pp)-1 to PPL Corporation Form 10-K Report (File No, 1-11459) for the yearended
December 31, 2010)

Amendment No. | dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
County of Trimble, Kentucky (Exhibit 4(pp)-2 to PPL Corporation Form 10-K Report (File No. £-11459) forthe yearended
December 31, 2010)



4(nn)-}

4(nn)-2

4(oo)-1

4{o0)-2

4ipp)-1

4(pp)-2

4(qq)-!

4{qq)-2

4m)-1

4m)-2

4(rr)-3

4fss)-1

4{ss)-2

2001 Scrics A Trimble County Loan Agreement, dated November 1, 2001, by and between Louisville Gas and Electric Company,
und County of Trimble, Kentucky (Exhibit 4(qq )1 to PPL Corporation Form 10-K Report (File No. [-11459) for the yeor ended
December 31, 2010)

Amendment No. | dated Sepiember 1, 2010, to soid Loan Agreement by and between Louisville Gas and Electric Company, and
the County of Trimble, Kentucky (Exhibit 4(qq)-2 to PPL Corporation Form 1 0-K Report (File No. 1-11459) for the year ended
December 31, 20140)

2001 Series B Trimble County Loan Agreement, doted November 1, 2001, by ond between Louisville Gas and Electric Company,
and County of Trimble, Kentucky (Exhibit 4{rr)-1 to PPL Corporation Form 10-K Report (File No. 1-11459) for the yearended
December 31, 2010)

Amendment No. | dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Company, and
County of Trimble, Kentucky (Exhibit 4(m)-2 to PPL Corporation Form 10-K Report (File No. 1-11459) for the year ended
December 31,2010)

2002 Series A Trimble County Loan Agreement, dated July 1, 2002, by and between Louisville Gas and Electric Company, and
County of Trimblc, Kentucky (Exhibit 4(ss)-1 to PPL Comporation Form 10-K Repon (File No. 1-1 1459) for the year ended
December 31,2010)

Amendment No. | dated September 1, 2010, to said Loan Agreement by and between Louisville Gas and Electric Compuny, and
County of Trimble, Kentucky (Exhibit 4(ss)-2 to PPL Comoration Form [0-K Repont (File No. 1-11459) for the year ended
December 31,2010)

2007 Serics A Trimble County Loan Agreement, dated March 1, 2007, by and between Louisville Gas and Electric Company, and
County of Trimble, Kenwcky (Exhibit 4(tt)-1 to PPL Corporation Form 1 0-K Report (File No. 1-11459) for the year ended
December 31, 2010)

Amendment No. | dated Sepiember 1, 2010, to suid Loan Agreement by and between Louisville Gas and Electric Company, and
County of Trimble, Kentucky (Exhibit 4(tt)-2 to PPL Comporation Form 10-K Repost (File No. 1-11459) for the year ended
December 31, 2010)

Indenture, dated April 21,2011, between PPL WEM Holdings PLC, as [ssucr, and The Bank of New York Mcllon, as Trustec
(Exlibit 10.2 to PPL Comporation Form 8-K Report (File No. 1-11459) dated April 21,2011)

Supplemental Indenture No. 1, dated April 21, 2011, to said Indenture (Exhibit 10.3 1o PPL Comporttion Form 8-K Report (File No.,
1-11459) dated April 21, 2011)

Second Supplemental Indenture, dated us of October 30, 2014, 1o said Indenture (Exhibit 4(a) to PPL Comporation Form 10-Q
Repont (File No. 1-11459) for the quarter ended September 30, 2014)

Trust Deed, dated April 27,201 1, by and among Westem Power Distribution (East Midlands) plc and Western Power Distribution
(West Midlends) ple, as Issuers, and HSBC Corporate Trustee Company (UK) Limited as Note Trustee (Exhibit 4.1 1o PPL
Carporation Form 8-K Report (File No.1-11459) dated May 17,2011)

Amended and Restoted Trust Deed, dated September 10, 2003, by and among Westem Power Distribution (East Midlands) plc,
Western Power Distribution (West Midlands) plc, Western Power Distribution (South West) plc and Westem Power Distribution
{South Wales) plc as Issuers, snd HSBC Comporate Trustee Compuny (UK) Limited as Note Trustee (Exhibit 4.1 to PPL Carporation
Form 8-K Report (File No. 1-11459) dated October 18, 2013)
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Agency Apgreement, dated April 27, 201 1, by and among Westem Power Distribution (East Midlands) ple and Westem Power
Distribution (West Midlands) ple, ns Issuers, end HSBC Corporate Trustee Company (UK) Limited and HSBC Bank ple (Exhibit42
10 PPL Corporation Form 8-K Report (File No. 1-11459) doted May 17,2011)

Generation Supply Agreement, dated #s of June 20, 2001, between PPL Electric Utilities Corporation and PPL EacrgyPlus, LLC
(Exhibit 10.5 to PPL. Encrgy Supply, LLC Form 5 (Registration Statement No. 333-74794))

Master Power Purchase nnd Sale Agreement, dated as of October 15, 2001, between NorthWestern Energy Division (successorin
interest to The Montana Power Company) and PPL Maontana, LLC (Exhibit 10{g)to PPL Montana, LLC Form 10-K Repont (File
No. 333-50350) for the year ended December 31, 2001)

Confirmation Letter, dated July 5, 2006, between PPL Montana, LLC and NorthWestern Comoration (PPL Comporation and PPL
Encrgy Supply, LLC Form 8-K Reponts (File Nos. 1-11459 and 333-74794) dsted July 6, 2006)

Guaranty, doted as of December 21, 2001, from PPL Energy Supply, LLC in favorof LMB Funding, Limited Partnership (Exhibit
10() to PPL Energy Supply, LLC Form 10-K Report (File No. 333-74794) for the year ended December 31, 2001)

Agreement for Lease, dated as of December 21, 2001, between LMB Funding, Limited Partnership and Lower Mt. Bethel Energy,
LLC {Exhibit 10(m}ta PPL Encrgy Supply, LLC Form 10-K Report (File No. 333-74794) for the year ended December 31, 2003)

Amendment No. | to said Agreement for Lease, dated as of September 16, 2002, between LMB Funding, Limited Partnership and
Lower Mt. Bethel Energy, LLC (Exhibit 10{m)-1 to PPL Energy Supply, LLC Form 10-K Report (File No. 333-74794) for the year
cnded December 31, 2003)

Lease Agreement, dated as of December 21, 2001, between LMB Funding, Limited Partnership and Lower Mt Bethel Energy, LLC
{Exhibit 10(n)to PPL Encrgy Supply, LLC Fomm 10-K Repont (File No. 333-74794) for the year ended December 31, 2003)

Amendment No. | 10 said Lease Agreement, doted as of September 16, 2002, between LMB Funding, Limited Partnership and
Lower Mt. Bethel Encrzy, LLC (Exhibit 10(n)-1 10 PPL Encrgy Supply, LLC Form 10-K Repaorni (Filc No, 333-74794) forthe year
ended December 31, 2003)

Facility Lease Agreement (BA 1/2) between PPL Montana, LLC and Montana OL3, LLC (Exhibit 4.7a to PPL. Montona, LLC Form
S-4 (Registration Statement No. 333-50350))

Facility Lease Agreement (BA 3) between PPL Montana, LLC and Montana OL4, LLC {Exhibit 4.8a 10 PPL Montana, LLC Form S-
4 (Registration Statement No. 333-50350))

Services Agreement, dated as of July 1, 2000, among PPL Corporation, PPL Energy Funding Corportion and its direct and indirect
subsidiares in vadous tiers, PPL Capital Funding, Inc., PPL Gas Utilities Corporation, PPL Services Corporution and CEP
Commerce, LLC (Exhibit 10.20 to PPL Energy Supply, LLC Form 54 (Registration Statement No, 333-74794))

Assct Purchase Agreement, dated as of June §, 2004, by and between PPL Sundance Energy, LLC, as Seller, and Arizona Public
Service Company, as Purchaser (Exhibit 10(a) to PPL Corporation znd PPL Energy Supply, LLC Form 10-Q Repons (File Nos. 1-
11459 and 333-74794) for the quarter ended June 30, 2004)
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Amendment No, 1, doted December 14, 2004, 1o said Assel Purchase Agreement (Exhibit 99,1 to PPL Corpomatien and PPL Energy
Suppty, LLC Form 8-K Repons (File Nos. 1-11459 and 333-74794) dated December 15, 2004)

Receivables Sale Apreement, dated as of August 1, 2004, between PPL Electric Utilities Comoration, as Originator, and PPL
Receivables Corporation, as Buyer (Exhibit 10(d) to PPL Elcetric Utilitics Corparation Form 10-Q Report (File No. 1-905) for the
quaricrended June 30, 2004)

Amendment No. |, dated as of August 5, 2008, to said Receivables Sale Agreement, between PPL Electrie Utilitics Corporation, as
Originator, and PPL Reeeivables Comporation, os Buyer (Exhibit 10(b) to PPL Electric Lhilitics Corporation Form 8-K. Report (File
No. [-905) dated August 6, 2008)

Credit and Sceurity Agreement, dated as of August 5, 2008, among PPL Receivables Corporation, PPE Electric Utilities
Corporation, Victory Receivables Corporation, the Liguidity Banks from time 1o time panty thereto and The Bank of Tokyo-
Mitsubishi UFJ, Ltd., New York Branch (Exhibit 1 0(a) to PPL Electric Utilities Corperation Form 8-K Repont (File No. 1-905) doted
August 6, 2008)

Amendment No, 1, dated as of July 28, 2009, to said Credit and Security Agreement (Exhibit 10{a) so PPL Electric Utilitics
Corporation Form 10-Q Report (File No. 1-905) for the quarter ended Sceptember 30, 2009)

Amendment No. 2, dated as of July 27,2010, to said Credit end Security Agreement (Exhibit 10(g) to PPL Elcetric Utilitics
Comormtion Form 10-Q Report (File No, 1-9(15) for the quarter ended June 30, 2010)

Amendment No. 3, dated os of December 23, 2010, to said Credit and Sccurity Agreement (Exhibit 10(j)6 to PPL Corporation Form
10-K Report (File No. 1-11459) for the year ended December 31, 2010)

Amendment No. 4, doted as of March 31, 2011, to said Credit and Security Agreement (Exhibit 10(c}1o PPL Comporation Form 10-
Q Report (File No. 1-11459) for the quaner ended March 31, 2011)

Amendment No. 5, dated as of July 26, 2011, to said Credit and Security Agreement (Exhibit [0(c) to PPL Corporation Form 10-
QA Report (File No. 1-11459) for the quanter ended June 30, 2011)

Amendment No. 6, dated os of July 24, 2012, 1o said Credit and Security Agreement (Exhibit 10(n) to PPL Electric Utilitics
Compomtion Form 10-Q Repon (File No. 1-903) for the quurter ended September 30, 2012)

Amendment No. 7, dated as of September 24, 2012, to said Credit and Security Agreement (Exhibit 10(b) 10 PPL Electric Utilitics
Corporation Form 10-Q Report (File No. 1-905) forthe quarter ended September 3(1, 2012)

Reimbursement Agrecment, dated ns of March 31, 2005, among PPL Energy Supply, LLC, The Bank of Nova Scotia, as [ssuer and
Administrative Agent, and the Lenders party thereto from time to time (Exhibit 10{a} to PPL Enemzy Supply, LLC Form 10-Q
Repont (File No. 333-74794) for the quarnter ended March 31, 2005)

First Amendment, dated as of June 6, 2005, to said Reimbursement Agreement (Exhibit 10(b)to PPL Encrgy Supply, LLC Form
10-Q Repont (File No. 333-74794) for the guaner cnded June 30, 2005)

Second Amendment, dated as of September [, 2005, to spid Reimbursement Agreement (Exhibit 10{u) to PPL Energy Supply, LLC
Form 10-Q Report (File No. 333-74794) for the quarter ended September 30, 2005)
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Third Amendment, dated as of March 30, 2006, to said Reimbumsement Agreement (Exhibit 10(a) to PPL Encrgy Supply, LLC Form
8-K Report (File No. 333-74794) dated April 5, 2006)

Founth Amendment, dated as of Apri! 12, 2006, to said Reimbursement Agreement (Exhibit 10(b) to PPL Energy Supply, LLC Form
10-Q Report (File No, 333-74794) for the quarter ended September 30, 2006)

Fifth Amendment, duted as of November 1, 2806, to said Reimbursement Agreement (Exhibit 10(q)}-6 to PPL Encrgy Supply, LLC
Form 10-K Report (File No. 333-74794) for the year ended December 31, 2006)

Sixth Amendment, dated us of March 29, 2007, to said Reimbursement Agreement (Exhibit 10(q)-7 to PPL Energy Supply, LLC
Form 10-K Report (File No. 333-74794) for the year ended December 31, 2007)

Scventh Amendment, dated as of March 1, 2008, 10 said Reimbursement Agreement (Exhibit 10{a) to PPL Energy Supply. LLC
Form 10-Q Report (File No. 333-74794) for the quarter ended March 31, 2008)

Eighth Amendment, dated as of March 30, 2009, to said Reimbursement Agreement (Exhibit 1{{a) to PPL Energy Supply, LLC
Form 10-Q Report (Fife No. 1-32944) for the quaner ended March 31, 2009)

Ninth Amendment, dated as of March 31, 2010, to said Reimbursement Agreement (Exhibit 99.1 to PPL Energy Supply, LLC Form
#-K Report (File No. 1-32944) dated Aprl 6, 2010)

Tenth Amendment, doted as of February 22,2012, to said Reimbursement Agreement (Exhibit 10(k}-11 to PPL Energy Supply,
LLC Form 10-K Report (File No. 1-32944) for the year ended December 31, 2011)

Eleventh Amendment, dated as of February 28, 2013, 1o said Reimbusement Agreement (Exhibit 10(k)-12 10 PPL Encrgy Supply,
LLC Form 10-K Repor (File No. 1-32944) forthe year ended December 31, 2012)

Twelfth Amendment, duted as of March 19, 2014, to said Reimbursement Agreement (Exhibit 10.2 to PPL Energy Supply, LLC
Form 8-K Report (File No. [-32944) dated April 1, 2014)

Purchasc and Sale Agreement, doted as of April 28,2010, by and between E.ON US Investments Com., PPL Comoration and E.ON
AG (Exhibit No. 99.1 to PPL Corporation Form 8-K Report (File No. 1-11459) dated April 30, 2010)

$500 million Fecility Agreement, dated as of May 14,2010, among PPL. Erergy Supply, LLC, as Borrower, and Morgan Sunley
Bank, as Issuer (Exhibit 10(b) to PPL Energy Supply, LLC Form [0-Q Report (File No. 1-32944) for the quarter ended June 30,
2010)

Purchase and Sale Agreement, doted ps of September 9, 2010, by and between PPL Holtweod, LLC and LSP Safe Harbor Holdings,
LLC (Exhibit 10.1 10 PPL Corporation Form 8-K Report (File No. 1-11459) dated September 13, 2010)

Purchase and Sale Agreement, dated o of September 9, 2010, by and between PPL Generation, LLC and Harbor Gen Heldings, LLC
(Exhibit 10.2 to PPL Corporation Form B-K Report (File No. 1-11459) dated September 13,2010)

Open-End Mongage, Security Agreement and Fixture Filing from PPL Montour, LLC to Wilmingten Trust FSB, as Collateral
Apent, dated us of October 26, 2010 (Exhibit 10(w) to PPL Corporation Form 10-K Repont (File No. 1-11459) for the year ended
December 31, 2010)
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Open-End Monguge, Sccurity Agreement and Fixture Filing from PPL. Brunner Island, LLC to Wilmington Trust FSB, as Collateral
Agent, dated as ol October 26, 2010 (Exhibit 10(x)te PPL Corporation Form 10-K Report (File No. [-11459) for the year ended
December 31, 2010)

Guaranty of PPL. Montour, LLC and PPL Brunner Islend, LLC, dated ns of November 3, 2010, in favor of Wilmington Trust FSB, as
Collateral Agent, foritseli as Beneficiary und for the Secured Counterparties described therein (Exhibit 10{y) to PPL Comporation
Fonrm 10-K Repon (File No. 1-11459) for the year ended December 31, 2010)

Confinnation of Forward Sale Transaction, dated April 9, 2012, between PPL Corpomation and Morgan Stanley & Co. LLC (Exhibit
10.1 to PPL Comoration Form 8-K Report (File No. 1-11459) dated April 13,2012)

Confimnation of Forward Salc Transaction, dated Aprdl 20, 2012, between PPL Corporation and Morgnn Stanfey & Co. LLC
{Exhibit [0.1 to PPL Comoration Form B-K Report (File No, 1-11459) dated April 26, 2012)

Confirmation of Forward Sale Transaction, dated Aprl 9,201 2, between PPL Corporation and Memill Lynch Intemational (Exhibit
10.2 to PPL Compomtion Form 8-K Report (File No. 1-11459) dated April 13, 2012)

Confirmation of Forward Sale Transuction, dated Aprl 24, 201 2, between PPL Componition and Mermill Lyncl International
(Exhibit 10.2 to PPL Corporation Fortn 8-K Repon (File No. 1-11459) dated Apeil 26, 201 2}

Commitment Increase Agreement, deted ns of April 20, 2012, entered into by and among PPL Electric Utilities Corporation, the
Lenders who ore inercasing their Commitments, the JLA [ssuing Banks, who are consenting to the increase in Fronting Sublimit,
and Wells Fargo Bank, National Association, as Administmtive Agent, Swingline Lender and Issuing Lender (Exhibit 10(f) 1o PPL
Corpomtion Form 10-Q Report (File No. 1-11459) for the quarter ended March 31,2012)

Uncommitied Line of Credit Letter Agreement, dated as of July 1, 2012, between PPL Energy Supply, LLC, the Bomower, and
Banco Bilbao Vizcaya Argentaria, S.A., the Bank (Exhibit 10(b)to PPL Energy Supply, LLC Form 10-Q Repon (File No. 1-32944)
for the quarter ended June 30, 2012)

Reimbursement Agreement, doted as of July 1, 2012, between PPL Energty Supply, LLC and Banco Bilbao Vizeaye Argentarin, S.A
(Exhibit 10(c) 1o PPL Energy Supply, LLC Form 10-Q Repon (File No. 1-32944) for the quoner ended June 30, 2012)

First Amendment, dated as of August 30,2013, to said Uncommitted Line of Credit Letter Apreement (Exhibit 10(z)-3 to PPL
Corporation Form t0-K Report {File No. 1-11459) for the year ended December31,2013)

Letter of Credit Issunnce and Reimbursement Agreement, dated as of July 27,2012, between PPL Energy Supply, LLC and
Canadian Imperial Bank of Commerce, New York Agency (Exhibit 10(c) 1o PPL Energy Supply, LLC Form 10-Q Report (File No.
1-32944) for the quarter ended June 30, 2012)

Amended and Restated Letter of Credit Issuance and Reimbursement Agreement, dated as of August 30, 2013, between PPL Energy

Supply, LLC and Canadizn Imperial Bank of Commerce, New York Agency (Exhibit [0(na)-2 to PPL Energy Supply, LLC Form
10-K Repon {File No. 1-32944) for the year ended December 31, 2013)
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First Amendment, doted as of July 22,2014, to said Amended and Restated Letter of Credit Issuance and Reimbursement
Agreement, between PPL Energy Supply, LLC and Conadian Impetial Bank of Commeree, New York Agency (Exhibit 10(¢) 10 PPL
Encrpy Supply, LLC Form 10-Q Report (File No. 1-32944) for the quarter ended June 30, 2014)

§3,000,000,000 Amended and Restated Revolving Credit Agreement, dated s of November 6, 2012, among PPL Energy Supply,
LLC, the Lenders party thereto and Wells Fargo Bank, National Association, ns Administrative Agent, Issuing Lender and
Swingline Lender (Exhibit 10(cc) to PPL Energy Supply, LLC Form 10-K Report (File No. 1-32944) for the year ended December
31,2012)

£210,000,0600 Multicurrency Revelving Facility Apreement, dated December 21,2012, among PPL WW Holdings Lid., as the
Company, Lloyds TSB Bank plc and Mizuho Compormte Bank, Ltd., as Joint Coordinators and Bookrunners, Barcloys Bank PLC,
Commonwealth Bank of Australia, HSBC Bank ple, Lloyds TSB Bank ple, Mizuho Corporate Bank, Ltd., The Bank of Tokyo-
Mitsubishi UFJ, Ltd. and The Royal Bank of Scotland plc, as Mandated Lead Amangers and Mizuho Corporate Bank, Ltd., as
Facility Agent (Exhibit 10{f) to PPL Corporation Form 10-K Repont (File No. 1-11459) forthe year ended December 31, 2012)

Transfer Deed, dated as of October 31, 2014, between PPL WW Holdings Limited, Western Power Distribution Limited and Mizuho
Bank, Ltd., as Facility Agemt (Exhibit 4(c) to PPL Corporation Form 10-Q Repont (File No. 1-11459) for the quarter ended
September 30,2014)

Amended ond Restated Collateral Agency Agreement, dated as of February 12, 2013, among PPL fronwood, LLC, The Bank of New
Yoek Mcellon, as Trustee, The Bank of New York Mellon, as Collateral Agent and The Bank of New York Mellon, us Bepositary
Bank (Exhibit 10{gg) to PPL Corpomtion Form 10-K Report (File No. 1-11459) for the yearended December 31,2013)

Third Suppiemental Indenture, dated as of February 12, 2013, to Trust Indenture dated as of June 1, 1999, among PPL lronwood,
LLC, The Bank of New York Mellon, as Trustee and The Bank of New York Mellon, as Depositary Bank (Exhibit 1 0(hh) to PPL
Cotporation Form 10-K Report (File No, 1-11459) for the year ended December 31, 2013)

$75.000,000 Revolving Credit Agreement, dated as of October 30, 201 3, amonp LG&E and KU Energy LLC, the Lenders from time
to time party thereto, and PNC Bank, National Association, as the Administrative Agent and the Issuing Lender, PNC Capital
Markets LLC, ns Sole Lead Arranger and Sole Bookrunner, Fifth Third Bank, as Syndication Agent, und Central Bank & Trust
Company, as Documentation Agent (Exhibit 186i) 10 PPL Corporation Form 10-K Repont (Filc No. 1-11459) for the year ended
December 31, 2013)

$150,000,000 Revolving Credit Agreement, dated us of March 26, 2014, among PPL Capital Funding, Inc., as Bormower, PPL
Comomtion, us Guarantor and The Bank of Nova Scotia, as Administmative Apent, Issuing Lender and Lender (Exhibit 10.1 10 PPL
Comontion Form §-K Report (File No. 1-11459) dated April 1, 2014)

Empleyce Matters Agreement, among PPL Corporation, Talen Energy Corporation, C 'R Energy Jude, LLC, Sapphire Power
Holdings LLC. and Raven Power Holdings LLC, dated as of June 9, 2014 (Exhibit 10.1 10 PPL Energy Supply, LLC Form B-K
Repon (File No. 1-32944) dated Junc 12, 2014)

§300,000,000 Amended and Restated Revolving Credit Agreement, duted as of July 28, 2014, among PPL Eleciric Utilities
Corporation, as the Bomower, the Lenders ffom time to time party thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lenderand Swingline Lender (Exhibit [ 0(e) to PPL Electric Utilitics Corporation Form 10-Q Report
(File No. 1-905) for the quarter ended June 30,2014)
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Notice of Automatic Extension, dated as of September 29, 2014, to said Amended and Restated Credit Apreement (Exhibit 10(h) to
PPL Electric Utilities Comporation Form 10-Q Repont (File No. 1-905) for the quarnter ended September 30,2014)

$300,000,000 Revolving Credit Agreement, dated as of July 28, 2014, among PPL Capitnl Funding, Inc., as the Bormower, PPL
Corpomtion, as the Guarantor, the Lenders from time to time panty thereto end Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit | 0(d) to PPL Corporation Form 10-Q Repon (File No. 1-
11459) for the quarter ended June 30, 2014)

$400,000.000 Amended and Restated Revolving Credit Agreement, dated as of July 28,2014, among Kentucky Utilities
Company, us the Borrower, the Lenders from time to time panty thereto and Wells Fargo Bank, National Association, as
Administrative Agent, Issuing Lender and Swingline Lender (Exhibit 10(]) to PPL Corporation Form 10-Q Report (File No. 1-
11459) for the quarter ended June 30, 2014)

$500,000,000 Amended and Restated Revolving Credit Agreement, dated s of July 28,2014, among Louisville Gas and Electric
Company, as the Borrower, the Lenders from time to time party thercto and Wells Fargo Bank, National Association, as
Administrative Agent, lssuing Lender and Swingline Lender (Exhibit 10(g) 10 PPL Corporation Form 10-Q Report (File No. [-
11459) for the quarter ended Junc 30, 2014)

Amendment and Restntement Agreement, dated July 29, 2014, between Western Power Distribution {South West) plc and the banks
party thereto, as Booknunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank, Lid., as Joint Coordinators, and
Mizuho Bank, Ltd., as Focility Agent, relating to the £245,000,000 Multieurrency Revolving Credit Facility Agreement originglly
dated January 12, 24112 (Exhibit 10(h) to PPL Corpomation Form 10-Q Report (File No. |-11459) for the quarter ended Junc 30,
2014)

Amcndment and Restatement Agreement, dated July 29, 2014, between Western Power Distribution (East Midlands) plc and the
banks party thercto, as Bookrunners and Mandated Lead Arrangers, HSBC Bank plc and Mizuho Bank Ltd., as Joint Coordinators,
and Bank of America Memill Lynch Intemationul Limited, us Facility Agent, relating to the £300,000,000 Multicurrency
Revolving Credit Frcility Apreement originally doted April 4,201 1(Exhibit 10(i) to PPL Corporation Forim 10-Q Repon (File No.
1-11459) for the quarter eaded June 30, 2014)

Amendment and Restatement Agreement, dated July 29, 2014, between Western Power Distibution (West Midlands) plc and the
banks party thereto, a5 Bookrunners and Mandated Lead Amangers, HSBC Bank ple and Mizuho Bank Ltd., as Joint Coordinators,
and Bank of Americs Merrill Lynch Intemational Limited, as Facility Agent, relating to the £300,000,000 Multicurrency
Revolving Credit Facility Agreement ariginally dated April 4, 201 1{Exhibit 10(j) to PPL Cormporation Form 10-Q Repon (File No.
1-11459) for the quarter ended Junc 30, 2014)

365,000,000 Revolving Credit Agreement, dated as of August 20, 2014, among PPL Capital Funding, Inc., as the Borrower, PPL
Corporztion, as the Guarantar, the Lenders from time to time party thereto and Canadion Imperial Bank of Commerce, New York
Branch, as Administrative Agent and Issuing Lender (Exhibit 10{a) to PPL Corpomtion Form 10-Q Report (File No. 1-11459) for
the quarter ended September 30, 2014)

£198,309,583.05 Letter of Credit Agreement dated as of October [, 2014 among Kentucky Utilities Company, as the Borower, the

Lenders from time to time party hereto and The Bank of Tokyo-Mitsubishi UFJ, Ltd., New York Branch, as Administrative Apent
(Exhibit 10.1 to Kentucky Utilities Company Form 8-K Report (Filc No, 1-3464) dated October 2,2014)

330



[ J10(nn)-1

[ J10(nn)-2

[ ]10(nn)-3

[ J10(nn)4

[ ]1t¢nn)-5

[ 0(mn)6

[ J10{o0}-1

[ 11002

[ 110{00)-3

[ J10(oo)4

[ N10too)-5

[ 1 ipp)-1

L11%{pp}2

L1l0(pp)-3

Amended and Restated Directors Deferred Compensation Plan, dated June 12, 2000 (Exhibit 10(h) 1o PPL. Corpomation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2000)

Amendment No. 1 to said Directors Defemred Compensation Plan, dated December 18,2002 (Exhibit 10{m)-1 to PPL Cotporation
Form 10-K Repont (File No. 1-11459) for the year ended December 31, 2002)

Amendment No. 2 to said Direetors Deferred Compensation Plan, dated December 4, 2003 (Exhibit 10(g)-2 1o PPL Corporation
Form 10-K Report (File No, £-11459) for the year ended December 31, 2003)

Amendment No. 3 to said Directors Deferred Compensation Plan, dated as of January §, 2005 (Exhibit 10(cc)~4 to PPL Cotporation
Form 10-K Report (File No. 1-11459) for the year ended December 31, 20035)

Amendment No. 4 to said Directors Deferred Compensation Plan, dated as of May |, 2008 (Exhibit 10{x)-5 to PPL Cormporation
Form 10-K Report {File No. 1-1145%) for the year ended December 31, 2008)

Amendment No, 5 to seid Directors Defemred Compensation Plan, dated May 28, 2010 (Exhibit [0(2) 1o PPL Corporation Form 10-
Q Report (File No. t-11459) for the quarter ended June 34, 2010)

PPL Corporation Dircetors Deferred Compensation Plan Trust Agreement, dated os of Aprl 1, 2001, between PPL Corporation and
Wachovin Bunk, N.A, (as successor to First Union National Bank), as Trustee (Exhibit 10(hh)! 1o PPL Comoration Form [0-K
Report (File No, 1-11459) for the year ended December31,2012)

PPL Officers Deferred Compensation Plan, PPL Supplemental Executive Retirement Plan and PPL Supplemental Compensation
Pension Plan Trust Agreement, dated os of April 1, 2001, between PPL Corporation and Wachovia Bank, N.A. (as successor o First
Union National Bank), as Trustee (Exhibit 10(hh)-2 to PPL Compornation Form 10-K Report (File No. 1-11459) {or the year ended
December 31, 2012)

PPL Revocable Employee Nonqualified Plans Trust Agreement, dated as of March 20, 2007, between PPL Comparation and
Wachovin Bank, N.A., us Trustee (Exhibit 10(c) 1o PPL Corporation Form 10-Q Repon (File No. 1-1149) for the quaner ended
March 31, 2007)

PPL Employee Change in Control Agreements Trust Agreement, dated as of March 20, 2007, between PPL Corpomtion and
Wachaovia Bank, N.A,, s Trustee (Exhibit 10(d) to PPL Corporation Form 10-Q Report (File No. [-11459) for the quarter ended
March 31,2007)

PPL Revecable Dircctor Nonqualified Plans Trust Apreement, dated as of March 20, 2007, between PPL Cormporation and Wachovia
Bank, N.A., us Trustee (Exhibit 10{c) to PPL Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31,
2007)

Amended and Restated Officers Deferred Compensation Plan, dated December 8, 2003 (Exhibit 10¢r) to PPL Corporation Form 10~
K Repon (File Na, 1-11459) for the year ended December 31, 2003)

Amendment No. | to said Officers Deferred Compensation Plan, dated as of January |, 2005 (Exhibit [0(ce)-I to PPL Corportion
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2005)

Amendment No. 2 to said Officers Deferred Compensation Plan, dated as of January 232, 2007 (Exhibit 1{(bb}-3 to PPL Comporution
Form 10-K Repert (File No. 1-11459) for the year ended December 31, 2006)
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Amendment No. 3 to said Officers Deferred Compensation Plan, dated as of June |, 2008 (Exhibit 10{z}4 to PPL Comomtion
Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

Amendment No. 4 to said Officers Deferred Compensation Plan, dated as of February 15, 2012 (Exhibit 10(fT}-5 1o PPL
Corperation Form 10-K Report (File No. 1-11459) for the year ended December 31,2011)

Amendment No. 5 to said Executive Deferred Compensation Plan, dated as of May 8, 2014 (Exhibit 10¢a) to PPL Comporation
Form 10-Q Repon (File No, 1-11459) for the quarter ended June 30,20§4)

Amended and Restated Supplemental Executive Retirement Plan, dated December 8, 2003 (Exhibit 10(s) to PPL Compormtion
Form 10-K Repon (File No. 1-11459) for the year ended December3 1, 2003)

Amendment No. 1 to said Supplemental Executive Retirement Plan, dated Deeember 16, 2004 (Exhibit 99.1 10 PPL
Corporation Form 8-K Reponrt (File Mo, -1 1459) dated December 17, 2004)

Amendment No, 2 1o said Supplemental Executive Retirement Plan, dated os of January 1, 2005 (Exhibit 10(f))-3 10 PPL
Corporation Form 10-K Report (File 1-11459) for the year ended December 31, 2005)

Amendment No. 3 1o said Supplemental Executive Retirement Plan, dated as of Janvary 22, 2007 (Exhibit 10(cc)<4 1o PPL
Comormtion Form 10-K Repaort (File No. 1-11459) for the year ended December 31, 2006)

Amendment No. 4 10 said Supplemental Exccutive Retirement Plan, dated as of December 9, 2008 (Exhibit 10(ua)-5 10 PPL
Comormtion Form 10-K Report (File No. 1-11459) for the year ended December 31, 2008)

Amendment No. 5 to said Supplemental Exccutive Retirement Plan, dated as of February 15, 2012 (Exhibit 10¢gg)-6 to PPL
Corporation Form 10-K Repont (File No. 1-11459) for the year ended December 31,201 1)

Amended and Restated Incentive Compensation Plan, effective January 1, 2003 (Exhibit §0{p) to PPL Corporation Form 10-K
Report (File No. 1-11459) for the year ended December 31, 2002)

Amendment Mo. 1 to said Incentive Compensation Plan, dated as of January |, 2005 (Exhibit 10(gg)-2 1o PPL Corporation
Form 10-K Repon (File 1-11459) for the year ended December 31, 2005)

Amendment No. 2 to said Incentive Compensation Plan, dated s of Junuary 26, 2007 (Exhibit 1 0(dd)-3 to PPL Comomtion
Form 10-K Repon (File No, 1-11459) lor the yearended December 31, 2006)

Amendment No, 3 1o said Incentive Compensation Plan, dated ns of March 21, 2007 (Exhibit 10(f) to PPL Comporation Formt
10-Q Repor (File No. 1-11459) for the quarter ended March 31, 2007)

Amendment No. 4 10 said incentive Compensution Plan, cffective December I, 2007 (Exhibit 10(u) to PPL Corporation Form
10-Q Report (File No. 1-1 1459} for the quarter ended September 30, 2008)

Amendment No. § to said Incentive Compensation Plan, dated as of December 16, 2008 (Exhibit 10(bb)-6 1o PPL Corporation
Form 10-K Report (File 1-11459) for the year ended December 31, 2008)

Form of Stock Option Agreement for stock option awards under the Incentive Compensation Plan (Exhibit 10{a) to PPL
Corporation Form 8-K Repert (File No. [-11459) duted February |, 2006)
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Form of Restricied Stock Unit Agreement for restricted stock unit awards under the Incentive Compensation Plan (Exhibit 10(b} to
PPL Corporation Form 8-K Repon (File No. 1-11459) dated Febary 1, 2006)

Form of Performance Unit Agreement for performance unit awards under the Incentive Compensation Plan (Exhibit 10(ss) to PPL
Corporation Form 10-K Repornt (File No. 1-11459) for the year ended December 31, 2007)

Amended and Restated Incentive Compensation Plan for Key Employecs, cffective January 1, 2003 (Schedule B to Proxy
Statement of PPL Corporation, dated March 17, 2003)

Amendment No. | to said Incentive Compensation Plan for Key Employees, dated as of January 1, 2005 (Exhibit (hh}-! 1o PPL
Comoration Form 10-K Report (File 1-11459) for the yearended December 31, 2005)

Amendmeni No. 2 to said Incentive Compensation Plan for Key Employees, dated as of January 26, 2007 (Exhibit 10{ce)-3 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2006)

Amendment No. 3 to said Incentive Compensation Plan for Key Employees, dated as of March 21, 2007 (Exhibit 10(q) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31, 2007)

Amendment No. 4 to said Incentive Compensation Plan for Key Employces, dated as of December 15, 2008 (Exhibit 10{cc)}5 to
PPL Corporation Form 10-K Repon (File No. 1-11459) for the year ended December 31, 2008)

Amendment No. 5 to szid Incentive Compensation Plan {or Key Employees, dated as of March 24, 2011 (Exhibit 10(z) to PPL
Corporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31,2011)

Short-tenm Incentive Plan (Schedule A to Proxy Siatement of PPL Corporation, dated April 6, 2011)

Emptoyment letter, dated May 31, 2006, between PPL Services Corporation and William H. Spence (Exhibit 10(pp) to PPL
Carporation Form 10-K Report (File No. 1-11459) for the year ended December 3 1, 2006)

Form ef Retention Agreement entered into between PPL Corporation and Messrs. DeCampli, Dudkin, Farr and Gabbard (Exhibit
10(h) to PPL Corporation Form |0-Q Report (File No. 1-11459) for the quaner ended March 31, 2007)

Form of Severance Agreement entered into between PPL Corporation and the Named Exccutive Officers (Exhibit 10(i) 10 PPL
Comporation Form 10-Q Report (File No. 1-11459) for the quarter ended March 31,2007)

Amendment (o seid Severance Agreement (Exhibit 10{a) 10 PPL Compomtion Form 10-Q Repon (File No. 1-11459) for the quarter
ended Junce 30, 2009)

Amended and Restated Employment and Severance Agreement, dated as of October 29,2010, between E.ON U,S. LLC and Victor
A. Staflieri (Exhibit 10(ss) 10 PPL. Corporation Form 10-K Report (Fite No. 1-11459) for the yesrended Deeember3 1, 2010)

Form of Change in Control Sevemnce Protection Agreement as adapted March 5, 2012 (Exhibit 10{b) 1o PPL Comoration Farm 10-
Q Repornt (File No. 1-11459) for the guarter ended March 31, 2012)
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Form of Change in Control Severnce Protection Agreement entered into between PPL Corporation and Messrs, Dudkin and
Staffieri (Exhibit 10(c) to PPL Comormtion Form 10-Q Repon (File No. 1-11459) forthe quaner ended March 31, 2012)

PPL Comporation 2012 Stoek Incentive Plan (Annex A to Proxy Statement of PPL Corporation, dated April 3, 2012)

Form of Performance Unit Agreement for performance unit awards under the Stock Incentive Plan (Exhibit 10(u)2 to PPL
Corporation Form 10-K Report (File No. 1-11459) for the year ended December 31, 2012)

Form of Pedormance Contingent Restricted Stock Unit Agreement for restricted stock unit awands under the Stock Incentive Man
(Exhibit 10{1t}-3 to PPL Comoration Form 10-K Report (Filc No. 1-11459) for the year ended December 31,2012)

Form of Nonqualified Stock Option Agreement for stock aption awards under the Stock Incentive Plan (Exhibit 10(11)4 to PPL
Cormporation Form 10-K Report (File No. 1-11459) for the year ended December 3§, 2012)

PPL Coporation Executive Severanee Plan, effective as of July 26, 2012 (Exhibit 10{d)to PPL. Comparation Form 10-Q Repont (File
Nao. 1-11459) for the guarter ended June 30, 2012)

Form of Westem Power Distribution Phantot Stock Option Award Agreement for stock option awards under the Westem Power
Distnibution Long-Term Incentive Plan

Phantom Stock Option Award Agreement, dated February 12, 2012, between Westem Power Distribution and Robert A, Symons
Phantom Stock Option Award Agreement, dated February 15, 2013, between Wesiern Power Distribution and Robent A, Symons
PPLCorporation and Subsidiaries Computation of Ratio of Eamings to Combined Fixed Charges and Preferred Stock Dividends
PPL Energy Supply, LLC and Subsidiaries Computation of Ratio of Eamings to Fixed Charges

PPL Electric Utilities Corporation and Subsidiaries Computation of Ratio of Eamings to Combined Fixed Charges and Prefemred
Stock Dividends

LG&E and KU Energy LLC and Subsidiaries Computation of Ratio of Enmings to Fixed Charges
Louisville Gas and Electric Company Computation of Ratio ¢f Eamings to Fixed Charges
Kentucky Utilities Company Compuiation of Ratio of Eamings to Fixed Charges

Subsidiaries of PPL Comporution

Conscnt of Emst & Yoeung LLP - PPL Cormporation

Consent of Emst & Young LLP - PPL Energy Supply, LLC

Consent of Emst & Young LLP - PPL Electric Utilities Corporation
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*23(d) - Consent of Emst & Young LLP - LG&E and KU Energy LLC

*23e) - Consent of Emst & Young LLP - Louisville Gas ond Electric Campany

e - Consent of Emst & Young LLP - Kentucky Utilities Company

£ - Powerof Attomey

>3l - Cenificateof PPL's principal exceutive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
by - Cenificate of PPL's principul financial officer pursuant to Section 302 ofthe Sarbanes-Oxley Act of 2002

L3

k)

Cenificate of PPL Encry Supply's principal exccutive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

s
]

Cenificate of PPL Energy Supply’s principal financial officer pursuant to Section 302 ofthe Sarthenes-Oxley Act of 2002

- Cenificate of PPL Electric's principal executive officer pursunnt 1o Section 302 of the Sarbancs-Oxley Act of 2002

sl
v

Cenificate of PPL Electric's principal financial officer pursuant 1o Seetion 302 ofthe Sarhanes-Oxley Act of 2002
- Cenificatc of LKE's principa! executive officer pursuant to Section 302 ofthe Sarbanes-Oxley Act 02002

Cenificate of LKE's principal finuncial officer pursuant to Scction 302 of the Sarbanes-Oxley Act of2002

Cenificatc of LG&E's principal exceutive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

'y
b

Centificnte of LG&E's principal financiat officer pursunnt to Section 302 of the Sarbanes-Oxley Act of 2002
- Cenificate of KU's principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
- Cenificate of KU's principal financinl officer pusuant to Section 302 of the Sarbanes-Oxley Act of 2002

= Cenificatcof PPL's principsi exceutive officer pursuant to Scction 906 of the Sarbunes-Oxley Act of 2002

250 - Cenificate of PPL Energy Supply's principal executive officer and principal financial efficer pursuant te Seetion 906 ofthe
Sarbanecs-Oxley Act of 2002
=3 - Cenificate of PPL Elcctric's principal executive officer and principal finuncial oflicer pursuant to Section 906 of the Sarbanes-

Oxley Act 0of 2002
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Centificate of LKE's principal exccutive officerand principal financial officer pursuant to Section 806 of the Sarbanes-Oxley Act of
2002

Cenificnte of LG&E's principal executive officer and principal financial officer pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002

Cenificrie of KU's principal executive officer and prineipal financial officer pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

PPLComporation and Subsidinrics Long-term Debi Schedule

XBRL Instance Document for PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU
Energy LLC, Lovisville Gas and Electric Company and Kentucky Utilities Company

XBRL Taxonomy Extension Schema for PPL Corporation, PPL Comoration, PPL Energy Supply, LLC, PPL Electrie Utilities
Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilitics Company

XBRL Taxonomy Extension Caleulation Linkbase for PPL. Corporation, PPL Corporation, PPL Energy Supply, LLC, PPL Electric
Utilities Corporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company und Kentucky Utilities Company

XBRL Taxonomy Extension Definition Linkbase for PPL Corpomtion, PPL Comperation, PPL Energy Supply, LLC, PPL Electric
Utilitics Comomation, LG&E and KU Energy LLC, Louisville Gas and Electric Company und Kentucky Utilities Company

XBRL Taxonomy Extension Label Linkbase for PPL Corporation, PPL Corporation, PPL Enerpy Supply, LLC, PPL Electric
Lilities Comporation, LG&E and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company

XBRL Taxonomy Extension Presentation Linkbase for PPL Corporation, PPL Carporation, PPL Energy Supply, LLC, PPL Electric
Uiilities Compomtion, LGEE and KU Energy LLC, Louisville Gas and Electric Company and Kentucky Utilities Company
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About This Material

This material represents detailed administrative specifications for the Long-Term Incentive Plan at Western Power Distribution
(“WPD“),

This is not a legal document and docs not convey, in any way, rights to the participants. It is a handbook for management’s internal use
in the administration of the plan. This document may be amended ® any time.
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Phantom Stock Options

Board of Director’s Briefing

Phantom stock options have been chosen as WPD's long-term incentive vehicle for the following reasons:-

They are phantom and therefore do not require the issuance of stock and the corresponding governance issues;

Employees value them like stock options, because of their unlimited upside potential.

They are similar to the long-term incentives provided by WPD’s parent company, PPL Corp.

WPD uses phantom stock oplions as the same proportionate part of the pay package as other companies of similar size and industry



Phantom Stock Options

Design Details

Phantom stock options are the right to receive the appreciation in the value of PPL stock over a fixed price for a specified perind off
time. Unless a participant’s award agreement specifies otherwise, following are the terms of WPD phantom stock options. NOTE:
Phantom stock options are identical to (and sometimes referred to as) Stock Appreciation Rights (*“SARs”™).

WPD Phantom Stock Option Price Methodology
WPD's stock option price is equivalent to the price of PPL’s stock on any given day (NYSE: “PPL™)

Grant Approval
The Board of Directors of WPD must approve all grants, This includes both participants and amounts.

Eligibility
* [n general. Phantom stock options are granted only to employees.

= Specifics. Although any employee can be eligible for the plan, in practice WPD will consider the grant of phantom stock options to
fuli-time employees who are designated Personal Contract Managers.

= Independent contractors. Independent contractors are not eligible for this plan since only employees may participate.
= Covered employees. Covered employees are eligible only if participation is negotiated into their contracl.

Excercise Price
The exereise price of the phantom stock options is equal to the WPD phantom stock option price on the date of grant.

Term
Phantom stock options have a 10-year term, This term may be shortened through termination of employment (see that section, below).

Vesting
Phantom stock options vest one third per year. Vesting occurs on the first, second and third anniversaries of the grant date.

Transferahility
Phantom stock options are non-transferable, except through death. [

Termination of Employment |
The following table shows the treatment on termination of employment.



Employment Event Treatment of Unvested Exercise Period for Vested

Options Options '
Death Vest fully 3 years
Disability = Continue vesting 3 years
Retirement 1 Conltinue vesting 5 years
Voluntary resignation Forfeited 90 days
Involuntary termination other than for cause Forfeited 00 days
involuntary termination for cause Forfeited Forfeited
Leave of absence < 90 days No change No change
Leave ol absence =90 days “**Refer to appropriate termination event, above®**

" In no event may exercise extend beyond the original term of the option

Disability i defined as medical retirement in accordance with the rules of the Electricity Electricity Supply Pension Scheme
Retirement means termination of employment on or after the first date on which the participant is both 55 years old or older, and
has 10 years or more of service

Impact of Change in Contral
The respective stock option grant wili vest upon a Change in Control (“CIC™) of PPL if one of the following also occurs:

» PPL’s stock ccases to be traded: or
*  PPL no longer have a holding in WPD; or

«  The plan is terminated and not replaced with 2 plan of equivalent value.




Phantom Stock Options

Administrative Details

1. Governing Legal Plan Document

There is no legal plan document at WPD. Rather, there is an understanding between management and the Board of Directors that
phantom stock options will be used in a certain way. These administrative specifications are the embodiment of that understanding, and
may be amended with approval of the Board of Directors.

The Board of Direclors approved this plan on . Subseguent amendments will be documented in the “History of
Plant Changes™ section of this document.

2, Timing of Grants

Two types of phantem stock options are available to be granted by WPD:

= Normal grants. These are granted on a regular basis, typically annually, 1o eligible employees. This is done in order to remain
competitive with markel practice. Typical grant date: February.

= dd hoc grants. These may be granted for promotions, new hire grants, excellent performance, ete. The Board of Directors must
approve such grants before the fact,

Daivs of Grants: Following is o table showing the date of each grant. Note: Due to holidays, meeting times, cie. the actual grant date
may vary slightly year-to-year,

Grant Date Grant Type IEmp]nyees Receiving Grant
15 February Normal All eligible employees
15 February Ad hoc Employees recommended by WPD Management

3. Award Agreements

Award agreements represent o legal contraet with the recipient, and must be written carefully. Whether they are drafted correetly or

incorrectly, award agreements will control the employee’s rights and the employer’s responsibilities.

All of the lollowing details must be included in award agreements for WPD phantom stock options.

= Number of phantom stock options. The number of shares covered by the award agreement.

= [Exercise price. The price above which appreciation on stock will be paid at exercise.

*  Jerm. The number of years the phantom stock option is effective. Phantom stock options will expire the day afler the 10%
anniversary of the grani.

= Jesting. Vesting dates of the phantom stock options. Typically they will vest 33% per year, on the anniversary date ol the grant.

»  Change in Conirol: See *Change in Control” section for information,

= Treatment on termination of employment. The award agreement must specify treatment on lermination of employment. See the
“Design Details” section for this information.

Transferability. The phantom stock options are non-transferable except in case of death.

4. Administration of the Plan

The Board of Directors administers the plan. The Board hias waeitly delegated day-to-day administration of phantom stock option grants
to WPD management, however, so long as these administrative guidelines are followed. Within WPD, the Human Resources
Department makes day-to-day decisions about phantom stock options,

5. Grant Details
®  Number of phantom stock options: The number of phantom stock options granted is determined as follows



Total face value of phantom stock option grant is determined by taking the participants base salary, as of the day of grant,
multiplied by the long-term incentive market level.

The face value is then divided by the corresponding exercise price resulting in the number of phantom stock eptions granted.
An example of this cateulation is found in Examples section of this document,
= Exercive Price: The exercise price will be the closing price on the day immediately prior to grant

6. Communications

General

Individual accounts will be maintained for each phantom stack option holder. The administrator will issue statements at least once a
year 1o each participant. The statement will list all existing phantom stock option grants by date of grant, and indicated exercise price,
percent vested as of the report date, and expiration date.

At Grant

s Ingeneral. At grant, WPD Human Resources will issue a cover letter, the option award agreement, and a current account
statement. Contert for award agreements is discussed above. They require participant signatures (award agreements must be signed
before the individual will be allowed o exercise an award),

* Beneficiary designations. For all first-time recipients of awards, and periodically for all participants, Human Resources will
circulate a beneficiary designation. Subscquently. Human Resources will keep on file beneficiary designations for phantom stock
option benefits from all participants.

At Exercise
= FPD Human Resources. At exercise, WPD Human Resources will issue an exercise confirmation and an updated current account
statement.

Upon Death of a Participant
Upon a participant’s death, Human Resources will contact the beneficiary to determine how to exercise the phantom stock options. If
there is no beneficiary designation, Human Resources will contact the next of kin 10 obtain the executor’s name,

Upon Disability, Retivement, or Termination of a Participant
Upon a participant’s disability, retirement, or termination, Hutman Resources is not required to contact the paricipant regarding changes
to the exercise period, or vesting of their phantom stock options.

7. Impact of Transactions
In the event of a divestiture of business operations or layoff, management may request that the Board of Directors vest options for
terminated employees. Doing s0 will probably ereate accelerate an accounting charge, however, so such actions should be undertaken

carelutly.

Unless it were changed at the same time, the exercise term in such an event would remain at 90 days, the same as if the individual had
been involuntarily terminated under regular circumstances.

8. Exercise Procedures
The Human Resources Department is responsible for handling all phantom stock options exercises.

Ta exercise o phantom stock option, the participant must notify Human Resources in writing. by 12 noon UK time on the day they wish
to exercise, stating the following:

«  The date of the grant they wish 1o excercise:

«  The number of phantom stock options they wish 1o exercise; and

*  The exercise prices of the phantom stock options.

The gain per exercised phantom stock option will be caleulated as the difference between the WPD stock price on the day before
notification of exercise, minus the exercise price. The stock price for this purpose is defined as PPL’s stock closing price as reported in
the Financial Times,

9, Change in Control
The respective stock option grant will vest upon a Change in Control {*CIC™) of PPL if one of the following also occurs:-

= PPL’s stock ceases to be traded; or

*  PPL no longer has a holding in WPD; or



=  The plan is lerminated and not replaced with a plan of equivalent value.

10. Accounting Consequences to the Employer
»  Accounting Expense. See ‘monthly” below.

»  Balance sheet impact,
— At gram: No impact

—  Monthly: The difference between the value of omstanding options at date of grant and the current value is (o be assessed.
Those options where the carrent value is below the grant value are to be ignored. For the remainder which are ‘in-the-money’,
the total difference between the current value and value at date of grant is to be determined. To this is to be added the
employer’s National Insurance (“NI™) contribution due on these payments when made. The total valve including NI should be
compared to the value at the previous month end and the movement in the liability recorded. The opposite entry is an
accounting expense to be charged to Executive O&M, For practical purposes, the entries booked in any month will reflect the
closing position at the end of the previous month,

At vesting: No further impact from that included in *monthly” above.

At exercise: The gross costincluding NI is booked against the balance sheet accrual. This is matched by the cash payment to
the employee (net of income tax) and sums duc o the Inland Revenue for the tax deducted and NI

11, Tax Consequences to the Employer
« The employer receives a tax deduction at the time of exercise, equal to the spread at exercise.

»  The appreciation value, when exercised, will be paid through WPD’s payroll and will be subject to usual UK 1ax deductions as well
as employers® National Insurance contributions.

12. Tax Consequences to the Employee
UR Tax Consequences
Following are the UK tax consequences of phantom stock aptions to the employee.

= Oun grant: No impact.
" O vesting: No impact

*  On exercise: The appreciation value, when exercised, will be paid through WPD’s payroll and will be subject to usual UK tax
deduction.

13, Currency Conversion

Phantom stock options are denominated in U.S. currency. Any conversions necessary under this plan {eg. at the date of grant or
exercise) will be done using the closing USS - GBE exchange rate that applied on the date of determining the exercise price {ic. the
closing exchange rate on the day immediately prior to the respective grant}.



History of Grant Matrices

Following are the matrices used {o determine the number of phantom stock options to be granted. A new matrix is determined annually
based on market data for companices similar to WPD in the UK and Europe. The intent of this program is to provide long-term incentive
compensation at the median ol market.

2001 Matrix

This matrix was determined by using market data for Europe provided by Watson Wyatt and W.M. Mercer. For the purposes of this
exercise, all phantom stock options were assumed to have an economic value (Black-Scholes) of 40% of face value. The percentages in
the table are expressed in face value terms.

Base Salary Range Face Value of Grant
Pounds (£) (as a pereent
of hase salary)

£84,000 - £65,999 62.5%
£74,000 - £83,999 50.0%
£71,000 - £73,999 30.0%
£65,000 - £70,999 25.0%
£59,000 - £64,999 20.0%
£52,600 - £58,999 15.0%
£46,400 - £52,599 L0.0%
& 0 - £46,399 5.0%

(1) Grants below £46,400 are only made (o Personal Contract Managers and with approval of the Board of Directors



Example: Grant and Exercise Calculations

All of the examples assume an employee of WPD is a manager and the following:

Item Assumption Reference
Basc Salary £50,000 A

Grant Date 15 February 2003

WPD Price on 15/02/03 $34,00 B

USS to GBE Conversion Rate on 15/02/03 1.60 (@

Grant Percentage (From 2001 Table) 10.0% D
Exercise Date I8 August 2004

WPD Price on 18/8/04 $40.00 E

US$ to GBE Conversion Rate on 18/8/04 I.60 F

Phantom Stoek Option Grant Example
Following is an example of the calculations for determining the grant for the assumed employce.

Item Assumption Reference
Total Face Value of Grant (GBE) £5,000 G-A*D
Totul Face Value of Grant (US$) £8,000 H=C*G
Number of WPD Phantom Stock Options Granted 236 1=H{B

{1) These will vest 33% per year; 79 on 15/2/04, 790n 15205, and 78 on 15/2/06.



Phantom Stock Option Exercise Example
Following is an example of the caleulations for determining the value to the assumed empioyee if some of his phantom stock options

are exercised.

Item Assumption Reference
Number of WPD Phantom Stock Options Excrcised 79 J
Gain on WPD Phaptom Stock Options Exercised 5474 K = (E-B)* }

(Gain on GBE £296.25 L=K/F



Example: Calculation of WPD Phantom Stock Price

The current price of WPD phantom stock options is equivalent to the current PPL stock price.

PPL Corporation WPD
Date Actual Price Phantom Stock Price
17/02/03 $34.00 $34.00
18/02/03 $34.2} $34.21
19/02/03 $34.17 $34.17
20/02/03 $33.98 $33.98
21/02/03 $34.08 $34.08
24/02/3 $34.34 $34.34
25/02/03 $34.45 $34.45
26/02/03 $34.68 $34.68
27/402/03 $34.97 $34.97

2802103 $35:23 $35.23



Phantom Option Agreement

On the lollowing pages is the phantom stock option agreement 1o be used when a participant is granted phantom stock options. The
agreement must be signed and retumned (o Muman Resources,



Western Power Distribution
Phantom Stock Option Award Agreement

Participant Name:
Participant 1D:

Congratulations on your selection as a recipient of Western Power Distribution phantom stock options. This Agreement govems your
rights and sets forth all of the conditions and limitations affecting such rights,

Phantom stock options’ holders have the right o receive the appreciation in the value of the WD phantoin stock over a lixed price for

a specified period of time, on or before the expiration date, as such expiration date may change based on events described in Section 3
of this Agreement. The change in value of the WPD phantom stock will be based on the change in value of the PPL stock price.

1. Terms: Following arc terms of this Phantom Stock Option grant.

Date of Grant 15 February 2003
Number of Phantom Stock Options Granted 230
Exercise Price $
Exchange Rate USS =.£
Expiration Date 15 February 2013
g

Vesting and Exercise: Phantom Stock Options do not provide you with any rights or interests until they vest and become
exercisable as shown below:

Date on Which Phantom Stock Number of Phantom
Options Yest, Assuming You Remain Stock Options That
Employed On The Applicable Date Vest
15 February 2004 79
I3 February 2005 79

15 February 2006 78




3. Impact of Termination of Employment: The vesting and expiration date of your Phantom Stock Options will change as a resutt of

employment termination, according to the following table.

Treatment of Expiration of Phantom Stock Options
Unvested Phantom (Period is Measured from Date of
Employment Event Stack Options Termination of Employment) !
Death Vest fully 3 years
Disability : Continue vesting 5 years
Retirement Continue vesting 5 years
Voluntary resignation Forfeited 50 days
Involuntary termination other than for cause: Forfeited 90 days
Involuntary termination for couse: Forfeited Forfecited
Leave of absence < 90 days No change No change
Leave of absence » 90 days *#*Refer to appropriate termination event, above***

1

1

In no event may the term extend beyond the original expiration date of the Phantom Stock Option.
Disability is defined as medical retirement in accordance with the rules of the Electricity Supply Pension Scheme

Retirement meuns termination of employment other than for Cause on or after the date when you are at least 55 years old and have at
least 10 years of service.

For purposes of this Plan, *Cause” means:
(Y Your wilful and continued failure to substantially perform your duties with the Company (other than any such filure
resulting from Disability), after a written demand for substantial performance is delivered that specifically identifies

the manner in which the Company believes you have failed to substantially perform your dutics;

(i)  Wilfully engaging in conduct (other than conduct covered under (i) above) which is demonstrably and materially
injurious to the Company, monetarily or otherwise, including but not limited to conviction of a felony.

4. How to Exercise: The Phantom Stock Options hereby granted may be exercised by contacting WPD Employee Relations.

6.

To exercise a phantom stock option, you must notify Employee Relations in writing by 12 noon UK time on the day you wish to
exercise, stating the following:

s The date ofthie grant you wish to exercise

o  The number of phantom stock eptions you wish to exercise; and

o The exercise price of the phantom stock options.

The gain per exercised phantom stock option will be the difference between the WPD stock price on the day before the notification
of exercise and the exercise price, by reference to the stock prices of PPL stock as reported in the Financial Times. The gain will be
converted from US dollars to UK sterling using the exchange rate as at the date of grant. In this regard, for any <2003 > grants
exercised, the exchange rate will be US§ = £,

Who Can Exercise: During your lifetime the Phantom Stock Options will be exercisable only by you. No assignment or transfer of
the Phantom Stock Options, whether voluntary or involuntary, by operation of law or otherwise, except by will or the laws of

descent and distribution or as otherwise required by applicable law, will vest in the assignee or transferee any interest whatsoever.,

Change in Control: The respective stock option grant will vest upon a Change in Control (“CIC”) of PPL if one of the lollowing
also occurs:-



e PPL’s stock ceases to be traded: or
o PPL no longer have o holding in WPD; or
o The plan is terminated and not replaced with a plan of equivalent value.

7. Re-capitalisation: In the event that there is any change in corporate capitalisation the number of Phantom Stock Options subject to
this Agreement shall be equitably adjusted by the Board of Directors to prevent dilution or enlargement of rights.

8. Tax Withholding: The appreciation value, when exercised, will be paid through WPD’s payrolt and will be subject to usual UK tax
deductions,

9. Requirements of Law: The granting of Phantoin Stock Options will be subject to all applicable laws, rules, and regulations, and to
such approvals by any governmental agencies or national securities exchanges as may be required.

Please acknowledge your agreement to participate in the Plan and this Agreement and to abide by all of the governing terms and
provisions by signing the following representation. You may not exercise this option until you have signed the agreement below.

Agreement to Participate

By signing a copy of this Agreement and returning it to WPD Employee Relations, | acknowledge that | have read this
Agreement and fully understand all of my rights under the Plan, as well as alt of the terms and conditions which may limit my
eligibility to exercise these Phantom Stock Options. Without limiting the generality of the preceding sentence, | understand
that my right to exercise these Phantom Stock Options is conditioned upon my continued employment with the Company or
its Subsidiaries.

Participant

Robert Symons
Chiefl Executive



History of Plan Changes



Exhibit 10(bbb)-2
Western Power Distribution
Phantom Stock Option Award Agreement

Participant Nume: Robert Symons
Partici pant [D: 858445

Congratulations on your selection as a recipient of Western Power Distribution phantom stock options. This Agreement govems your rights and sets forth all
of the conditions and limitations affecting such rights,

Phantom stock optiens’ holders have the right 1o receive the eppreciation in the value of the WPD phantom stock over a fixed price for » specified period of

time, on or before the expirztion date, as such expiration dote moy change based on cvents described in Section 3 of this Agreement. The change in value of
the WPD phantom stock will be based on the change in value ofthe PPL stock price.

I. Terms: Following are terms of this Phantom Stock Option grant.

Date of Grant 15 February 2012
Number of Phantom Stock Options Granted 49420
Excrcise Price USS527.85
Exchange Rate US$ = £0.638
Expimtion Date 15 February 2022

2, Vesting and Exercise: Phantom Steck Options do not provide you with any rights or interests until they vest and become exercisable as shown below:

Date un Which Phantem Stek Options Vest, Assumitng You Remain Employed On The

Applicable Date Number of Phantom Stock Options That Vest
15 Februnry 2013 16473
15 February 2014 16473
15 February 2015 16474

3. Impact of Termination of Employment; The vesting snd expimtion date of your Phantom Stock Options will change as a result of employment
termination, according to the following table.

Treatment of Expiration of Phantom Stock Options (Period is
Unvested Phuntom Stock Measured from Date of Termination of
Emplovment Event O tions Em lovment)! p
Death Vest fully 3 years
Disability = Continue vesting 5 years
Retirement * Continuc vesting 5 years
Voluntary resignation Forfeited 90 days
Involuntary termination other than for causet Forfeited 90 days
Involuntary termination for causc? Forftited Forfeited
Leave ofnbsenee < 90 days No change No change
Leave of abscnce > 90 days ***Referto uppropriate termination cvent, above®**

f In no event may the term extend beyond the eriginal expiration date of the Phantom Stock Option,

2 Disability is defined as medical retirement in sccordance with the rules ofthe Elcetticity Supply Pension Scheme

3 Retirement means termination of employment other than for Cause on or afler the date when you are at least 535 years old and have at least 10 years of
service.

4 Forpurposes of this Plan, “Cause™ means:

(i) Your wilfit] and continued failure to substantinlly perform your duties with the Company (other than any such failure resuiting from
Disubility), after a writicn demand for substantial performance is delivered that specifically identifies the manner in which the
Company believes you have failed 10 substantially perform your duties;

(if) Wilfully engoging in conduct (other than conduct covered under (i} above) which is demenstrably and materially injurious to the
Company, monctarily or otherwise, including but not limited to conviction of a felony.

4. How to Exercise: The Phantomn Stock Options hereby pranted may be exercised by contacting WPD Employee Relations.

To exercise o phantom stack option, you must notify Employce Relations in writing by 12 noon UK time on the day you wish to exercise, stating the
following:

o The date of the graat you wish to excrcise



« The number of phantom stock options you wish 1o cxervise; and
« The exercise price of the phantom stock options.
The gain per exercised phantom stock option will be the difference between the WPD stock pricc on the day before the notification of excieise and the

exercise price, by reference to the stock prices of PPL stock as reported in the Financinl Times. The gain will be convented from US dollars to UK sterling
using the exchange rate as at the date of grant, In this regand, for any 2012 grants excreised, the exchange rate will be USS = £0.638.

5. Who Can Exercise: During your lifetime the Phantom Stock Options will be exercisnble only by you. No nssignment or transfer of the Phantom Stock
Options, whether voluntery or involuntary, by operation of law or otherwise, except by will or the laws of descent and distibution of ns otherwise
required by applicable lnw, will vest in the assignee or transferce any interest whatsoever.

6. Change in Control: The respective stock option grant will vest upon a Change in Control (“CIC™) of PPL ifone of the following also occurs:-

+ PPL's stock ceases to be traded; or
« PPL no longer have a holding in WPD; or

o The plan is terminated and not replaced with a plan of equivalent value.

7. Re-capitadisation; In the cvent that there js any change in comporate capitalisation the number of Phantom Stock Options subject to this Agreement shatl
be cquitably adjusted by the Board of Dircctots to prevent difution or enlargement ofrights.

8. Tax Withholding: The appreciation value, witen exercised, wilt be paid through WPD's payrott and will be subject to usuai UK tax deductions.

9. Requirements of Law: The granting of Phantom Stoek Options will be subject to all applicable laws, rules, and regulations, and to such spprovals by
any govemmental agencies or national securities exchanges as may be required.

Pense acknowledge your agreement to participate in the Plan and this Agreement and 1o abide by alt of the governing terms and provisions by signing the
following representation. You may not execise this option until you have signed the agreement below,



Agreement to Participate

By signing a copy of this Agreement and retuming it 1o WPD Employce Relations, [ ecknowledge that | have read this Agreement and fully
understand all of my rights under the Plan, as well as all of the terms and conditions which may limit my eligibility to excrcise these Phantom
Stack Options. Without limiting the genenlity of the preceding sentence, [ understand that iy right to excreise these Phantom Stock Options is
conditioned upon my continued employment with the Company or its Subsidiarics.

Participant Date

Rick Klingensmith
Chairman, PPL WW Holdings Limited and PPL WEM Holdings ple



Exhibit 10(bbb)-3
Western Power Distribution
Phantom Stock Option Award Agreement

Participant Nume: Robert 8y mans
Participant [D: 58445

Congratulations on your sclection as a recipient of Western Power Distribution phantom stock options. This Agreement govems your rights and sets forth all
of the conditions and limitations affecting such rights.

Phantom stock options’ holders have the right 1o receive the appreciation in the value of the WPD phantom stock overa fixed price for a specificd period of

time, on or before the expiration date, as such expiration date may change based on cvents described in Section 3 of this Agreement. The change in value of
the WPD phantom stock will be based on the change in value of the PPL stock price.

t. Terms: Following are tenms of this Phantom Stock Option gram.

Date of Grant |5 February 2013
Number of Phantom Stock Options Granted 83,260
Exercisc Price US$30.53
Exchange Rate USS  £0.644
Expimtion Date _ _ 15 February 2023

2, Vesting and Excrelse: Phantom Stock Options do not provide you with any rights or interests until they vest and become exercisable os shown below:

Date on Which Phantom Stack Options Vest, Assuming You Remain Employed On The

Applicable Date Number of Phantom Stock Options That Vest
15 February 2014 27,754
15 February 2015 27,753
| 5 February 2016 27153

3. mpact of Termination of Employment: The vesting and expiration date of your Phantom Stock Options will chenge as a result of employment
termination, according to the following table.

Frentment of Expiration of Phuntom Stock Options (Period is
Unvested Phantom Stack Measured from Date of Termination of
Enpovment Eveat O tions Em lovment)! p
Death Vest fully 3 yeors
Disability 2 Continue vesting 5 yeors
Retirement ? Continue vesting 5 yeors
Voluntary resignation Forfeited 90 days
Involuntary termination other than for consed Forfcited 90 doys
[nvoluntary termination for cause? Forfeited Forfeited
Leave ofabsence < 90 days No change No change
Leave ofabsence > 90 days ***Referto appropriate tenmination event, above®**

In no event may the term extend beyond the original expirtion date of the Phantom Stock Option.

Disability is defined as medical retirement in sccordance with the rules of the Electricity Supply Pension Scheme

Retirement means termination of employment other than for Cause on or after the date when you are at least 55 years old and have at least 10 years of
service.

4 Forpurposes of this Plan, “Causc” means:

[ e

{i) Your witful and continued filure to substantially perform your duties with the Company (other than any such failure resulting from
Disubility), after a written demand for substantial performance is delivered thm specifically identifies the manner in which the
Company belicves you have failed to substantinlly perform your duties;

(ii) Wilfully engaging in conduct {other than conduct covered under (i) above} which is demonstrably and materially injurious to the
Company, monetarily or otherwise, including but not limited to conviction ofa &elony.

4. How tn Exerclse: The Phantom Stock Options hereby pranted may be exercised by contacting WFPD Employee Relations.

To exercise o phantom stock option, you must notify Employee Relations in writing by 12 noon UK time on the day you wish to exercise, stating the
following:

» The date of the grant you wish to exercise

» The number of phantom stock options you wish 1o exercise; and



» The exercise price of the phantam stock options.
The gain per exercised phantom stock option will be the difference between the WPD stock price on the day before the notification of exercise and the
excreise price, by reference to the stock prices of PPL stock as reported in the Financial Times, The guin will be convented from US dollars to UK sterling
using the exchange rate as at the date of grant. In this regand, for any 2013 grants exercised, the exchange rate will be USS - £0.644.

5. Who Cun Exercise: During your lifetime the Phantom Stock Options will be excreisohle only by you. No assignment or transfer of the Phantom Stock
Options, whether voluntary or involuntary, by operation of law or otherwise, cxcept by will or the laws of descent and distribution or as otherwise
required by applicable law, will vest in the assignee or transferee any interest whatsoever,

6. Change tn Control: The respective stack option grant will vest upon a Change in Control (“CIC™) of PPL if one oTthe following also occurs:-

» PPL’sstock ceases to be traded; or
o PPL no longerhave a holding in WPD; or

e The plan is terminated and not replaced with a plan of equivalent value.

7. Re-capitalisation: In the event that there is any change in comorate coapitalisation the number of Phantom Stock Options subject to this Agreement shail
be equitably adjusted by the Board of Directors to prevent dilution or enlargement ofrights.

o0

- Tax Withholding: The appreciation value, when exercised, will be paid through WPD's payroll and will be subjeet to ususl UK tax deductions.
9. Requirements of Law: The granting of Phantom Stock Options will be subject to all applicuble laws, mules, and regulations, and to such approvals by

any povemmental agencies or national sccurities exchanges us may be required.

Please acknowledge your agreement to panicipate in the Plan and this Agreement and to abide by all of the goveming terms und provisions by signing the
following representation. You may not exercise this option until you have signed the agreement below.



Agreement to Participate

By signing a copy of this Agreement and retuming it to WPD Employee Relations, 1 acknowledge that | have read this Agreement and fully
understand all of my rights under the Plan, as well as all of the terms and conditions which may limit my eligibility to cxercise these Phantom
Stack Options. Without limiting the generality of the preceding sentence, T understand that my right to exercise these Phantom Stock Opions is
conditioned upon my continued employment with the Company or its Subsidiaries.

Panticipant Date

Rick Klingensmith
Choirman, Western Power distribution Holding Lid



Exhibit 12(a)
PI'L CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS
(Millions of Dolkars)

2014 () 2013 (0} 2012 {n) 2011 () 2011 ()

Eamings, as defined:
Income from Continuing Operations Before
Income Taxes (b) b 2364 § 1,260 % 2009 § 2,050 § 1,218
Adjustment to reflect camings from equity method
investments on a cash basis (c) 34 1 7
2,364 1,260 2.043 2,051 1235
Totul fixed charges as below 1,095 1,096 1,065 1,022 694
Less:
Capitalized interest 33 46 43 42 24
Prefemed security distributions of subsidiarics
on a pre-tnx basis 5 23 |
Interest expense and fixed charges related to
discontinucd operations 10 14 12 6 34
Total fixed charges included in Income from
Continuing Operations Before Income Taxcs 1452 1,036 10035 951 619
T s 3416 $ 229 $ 3048 S 3002 $ 1844
Fixed charges, as defined:
Interest charges (d)} § 1,073 § 1,058 § 1019 § 955 $ 637
Estimated interest component of operating rentals 2, 38 41 44 19
Preferred seeurities distributions of subsidiaries
on a pre-tax basis CJ 23 21
Fixed charges of majority-owned share of 50% or
iess-owned persons 1
Yotnl Exad charges fa) s 1.095 $ 1096 $ 1065 5 1022 § 698
Ratio of camings to fixed charges =—3é ==2-} =—=2 =-é =22
Ratio ofcomings to combined fixed charges ond
preferred stock dividends (f) —_— 3 31 29 39 26

(a)  Years 2010 through 2014 reflect the reclassification of certain PPL Montana hydroclectric generating fucilitics and reloted assets as Discontinned Operations. See Nowe B w the
Finaneind Statements for additional information.

(b} To facilitate the sale of the hydroelectric generating facilities referred i in (a) above, in December 2013, PPL Montuna terminated a lease agreement which resubted in o $497
million charge. See Note B (o the Financizl Statements for additional information

{c) Includes other-than-lemporary impairment loss of $25 million in 2012,

(d)  Includes interest on [pnp-term and short-term debt, 0 well os amortization of debt discount, expense and premium - et

(e} Interest on unrecopnized tax henefits is not included in fixed charges.

(}  PPL, the parent bolding company, docs not have any preferred stock outstanding: therefore, the ratio of carnings 1o combined fixed charges and preferred stock dividends is the
same as the ratio of carnings o fixed charges.
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Exhibit 12(b)
PPL ENERGY SUPPLY, LLC AND SUBSIDMARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
rMillinns of Dollars}

2014 (n) 2013 {a) 2012 (u) 2011 {n) 20140 (u)
Eamings, as defined:
Income (Loss) from Continuing Operations Before
Income Taxces (b} s 3 3 420) § 665 $ 1061 § 860
Adjustments to reflect eamings from equity method
investments on o cosh basis 1 1
303 (420) 6635 1.062 867
Tota! fixed charpes as below 161 226 238 258 426
Less:
Capitalized interest 23| 5 37 38 20
Interest expense and fixed charges related to
discoatinued operations 10 14 12 6 169
Total fixed charges included in Income {Loss) from
Continuing Operations Before Income Taxes 129 177 189 215 230
Total camings s___wrs _owms  wss  lams oo
Fixed charges, as defined;
Interest charges {c) 3 156 % 207 § 214 % 313 8 387
Estimated interest component of operating rentals 5 19 24 36 38
Fixed charges of majority-owned share of50% or
less-owned persons 1
Total fixed charges (d) s 161 5 226 § 238 § 259 § 436
Ratio of eamnings to fixed charges (b) . 27 3.6 4.9 16

(a)
(b}

{c)
(d)

Years 2010 through 2014 reflect the reclossification of certain PPL Montana hydroelectric generating facilities and retuted assets as Discontinued Operations. Sce Now ¥ 1o the
Financial Statements for ndditional informasion.

To facilitae the sale of the hydroelectrie generating fucitities referred 1 in (2) shove, in December 2013, PPL Moentana tweminated a lease agreement which resulied in o $697
millivn chorge. See Note 8 to the Financial Statements for additional information.  As o result of these transactions, carnings were lower, which resulted in less than one-to-one
coverage. The adjusted omount of the deficiency, or the amount of fixed charges in excess of cornings, was $469 million.

Includes interest on long-term and short-term debi, as well 0s amortization of debt discount, expense and premium - net

Inlerest on unrecognized tox benefits is not included in fixed charpes.
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPLTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

Earings, as defined:
Income Before Income Taxes

Total fixed charges as below

Total earnings

Fixed charges, as defined:
Interest charges (n)
Estimatcd interest component of operting rentals

Total fixed charges (b)

Ratio of camings to lixed charges

Preferred stock dividend requircments on a pre-tax
basis

Fixed charges, as sbove

Total fixed charges and prefeered stock dividends

Ratie of camings to combined fixed charges and
preferred stock dividends

PREFERRED STOCK DIVIDENDS
fMitlions af Dollars)

Exhibit 12(c)

214 213 24112 20711 210

5 423 % AT 3 204 § 257 198

131 117 107 105 102

3 554 § 434 § 311 S 362 294
= —— ;- ————

% 127 § 113 8 104 3 102 101

4 4 3 3 i

% 131 § 117 § 107 % 105 102

e ——— B —— B — 2 r —

4.2 3.7 19 34 29

— T — | — L —— T —

6 3 2 2]

3 131 § 117 107 105 102

3 131 § 117 § L13 ' 126 125

.
4.2 Bl 28 2.9 24

{s}  Includes interest on Jong-term und short-term debl, as well as amartization of debt discount, expense and premiom - net.

(b} Interest an unrecognized tax henefits is not included in fixed churges.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Exhibit 12(d)

(Miilions of Dollars)
Predeces-
Successor (1) sor {b)
Year Year Year Yenr 2 Months 10 Months
Ended Ended Ended Ended Ended Eaded
Dec. 31, Dee. 31, Dec. 31, Dec. 31, Dec. 31, Oct. 31,
2014 2013 202 2011 2010 2{HD
Eamings, as defincd:
Income from Continuing Operations
Before Income Taxes s 553 § 551 % 331 % 419 70 1% 300
Adjustment to reflect carnings from
equity method investments on a cash
basis () (1) (1) 33 (1) 4)
Mark to market impact of derivative
instruments 2 (20}
552 550 364 418 72 276
Total fixed charges as below 173 151 157 153 25 158
Total camings ) 725 § 701 $ S2 8 571 97 | & 434
Fixed charges, as defined:
Interest charges (d} (e) b 167 $ 145 % 151 § 147 24 | $ 153
Estimated interest component of
operating rentals [{ 6 6 6 | 5
Total fixed charges 5 173 § 151 § 157 § 153 25 | & 158
4.2 4.6 33 3.7 39 27

Ratio of earnings to fixed charpes

(a)
{b}
{c}
{d)
(x)

Past-acquisition activity covering the time period after October 31, 2010

Pre-acquisition activity covering the time period prior to November 1, 2010.

Includes other-than-temporary impairment loss of $25 mitlion in 2012,

Includes interest on long-1erm and short-term debt, a5 well as amortization of debt discount, exprense and premiuem - net.
Includes a eredit for wmortization of a foir market value adjustment of $7 millian in 2013
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LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHHIARGES
(Mitlinns of Dollars)

Exhibit 12(c)

Predeees-
Successor {a) sor {(h)
Year Year Year Year 2 Muonths 10 Maonths
Ended Ended Ended Ended Ended Ended
Dee. 31, Dee. 31, Dee. 31, Dee. 31, Dec. 31, Oct. 31,
2414 2013 2002 2011 20140 2010
Eamings, as defined:
income Before Income Taxes $ 272 257 192 195 918 167
Mark ta market impact of derivative
instruments | (20
272 257 192 195 30 147
Total fixed charpes as below 51 36 44 46 b 40
Total earnings S 323 293 236 241 I8 | 8 187
Fixed charges, as defined:
Interest charges (c) (d) s 49 34 42 A4 818 38
Estimated interest component of
operating rentals p! 2 . 2 2
Total fixed charges $ 51 36 44 A6 8 | & 40
Ratio of carnings fixed charges 6.3 8.1 34 5.2 4.8 4.7

{n) Post-ncquisilion activity covering the time period afier October 31, 2010,
{b)  Pre-acquisition activity covering the time period prior to Navember 1, 2014,

() Includes interest on long-1erm and short-term debt, as well as amortization of debt discount, expense and premivm - net.

() Includes o eredit for amartization of a fair market value adjustment of $7 million in 2013
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KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

{Millions af Dollar)

Exhibit 12(f)

Predeces-
Successor (a) sur (h)
Year Year Year Year 2 Muonths 10 Months
Ended Ended Ended Ended Ended Ended
Dec. 31, Dec, 31, Dec, 31, Dec. 31, Dec. 31, Oct. 31,
2014 2013 2012 2010 2010
Eamings, as defined;
income Before Income Taxes $ 355 § 360 § 215 § 382 8§ 55 218
Adjustment to reflect eamings from
equity method investments on a cash
basis () (1) (1) 33 (1) 4)
354 359 248 281 55 214
Total fixed charges as below 80 73 72 3 11 71
Total carnings 5 434 § 432 § 320 § 354 § 66 285
Fixed charges, as defined;
Interest charges (d) $ 77 § 70 % 69 § 70 % 10 69
Estimated interest component of
operating rentals 3 3 3 3 ] 2
Total fisxed eharges $ 80 § 35 72 8 73 % 11 71
5.4 5.9 4.4 4.8 6.0 4.0

Ratio of carnings 1o fixed charges

(n)  Post-acquisition uctivity covering the time period after October 31, 2010,

(h)  Pre-ucquisition activity covering the time period prior to November 1, 2610

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

(dy Includes interest on long-term and short-term debt, a5 well us amortizotion of debt discount. expense and premium - net
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PPL Corporation
Subsidiaries of the Registrant
At December 31,2014

Company Name
Business Conducted under Same Name

Stute or Jurisdiction of
Incorporstion/Formation

LLG&E and KU Energy LLC
Louisvilie Gos and Electric Company
Kentucky Utilities Company

PPL Electric Utilities Comporation
PPL Encrgy Funding Corpomtion
PPL Energy Supply, LLC

PPL Investment Corporation

PPL Generation, LLC

PPL Susquchanna, LLC

PPL Montana Holdings, LLC

PPL Global, LLC

PMDC Intemational Holdings, Inc,
PPL UK Holdings, LLC

PPL UK Resources Limited

PPL. WW Holdings Limited

Western Power Distribution Limited
Western Power Distribution (South West) plc
Western Power Distribution (South Wales) ple
PPL UK Investments Limited

PPL WEM Holdings Limited

WPD Midlands Holdings Limited

Western Power Distribution (East Midlands) ple

Western Power Distribution (West Midlands) ple

WPD Network Holdings Limited

Kentucky

Kentucky

Kentucky and Virginia

Peansylvania
Pennsytvania
Delaware
Deloware
Deluware
Delaware
Delaware
Delaware
Delaware
Delaware

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

United Kingdom



Exhibit 23(a)

Conscnt of Independent Registered Public Accounting Finm

We conscnt to the incorporation by reference in PPL Corporation’s Registration Statement on Form 8-3 No. 333-180410, the Registration Statcment on Form
5-3D No 333-161826, and the Registration Statements on Form S-8 (Nos. 333-02003, 333-112453, 333-110372, 333-95967, 333-144047,333-175680, 333-
181752, and 333-197629) of our reports dated February 23, 2015, with respect to the consolidated financial statements and schedule of PPL Corporation and
the cfiectiveness of intemal control over financial repoerting of PPL Corpomtion, included in this Annual Report (Form 10-K) for the year ended December 31,
2014,

/s/ Emst & Young LLP

Philadelphia, Pennsylvania
February 23,2015



Exhibit 23(b)

Consent of Independent Registered Public Accounting Firm

We consent 1o the incorpomtion by reference in PPL Energy Supply, LLC's Registration Statement on Form 5-3 (No., 333-180410-04) of our report dated
February 23, 2015, with respect to the consolidated financial statements of PPL Energy Supply, LLC, included in this Annual Report (Form 10-K) for the year
ended December 31,2014,

/s/ Emst & Young LLP

Philadclphia, Pennsylvania
February 23,2015



Exhibit 23(c)

Consent of Indcpendent Registered Public Accounting Firm

We consent to the incorpomtion by reference in PPL Electric Utilities Corporation's Registration Statement on Form S-3 (No. 333-180410-03) of our repon
dated Fcbrunry 23, 2015, with respect to the conselidated financial statements of PPL Elcciric Utilitics Corporation, included in this Annual Repert (Form
10-K) for the year cnded December 31,2014,

/s/ Emst & Young LLP

Philadclphin, Pennsylvania
February 23,2015



Exhibit 23(d)

Conscat of Independent Registered Public Accounting Firm

We consent to the incorpormtion by reference in the Registrtion Statement (Form §-3 No. 333-180410-05) of LG&E and KU Energy LLC and in the rclated
Prospectus of our repon dated Februwry 23, 2015, with respect to the consolidated financial statements and schedule of LG&E and KU Enerpy LLC included
in this Annual Report (Form 10-K) for the year ended December 31, 2014.

/s/ Emst & Young LLP
Louisville, Kentueky

February 23, 2015



Exhibit 23(c)

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Siatement (Form S-3 No. 333-180410-01) of Louisville Gas and Electric Compuny and in
the reloted Prospectus of our repont dated February 23, 2013, with respect to the financial statements of Louisville Gas and Electric Company included in this
Annual Report (Form 10-K} for the yearended December 31,2014,

/s/ Emst & Young LLP
Louisville, Kentucky

February 23,2015



Exhibit 23(f)

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Repistration Statement (Form S-3 No. 333-180410-02) of Kentucky Utilities Company and in the related
Prospectus of our report dated February 23, 2015, with respect to the financial statements of Kentucky Utilitics Company included in this Annual Repont
(Form 10-K) for the year ended December 31,2014,

/s/ Emst & Young LLP
Louisville, Kentucky

February 23,2015



Exhibit 24
PPL CORTP'ORATION
2014 ANNUAL REPORT
TO THE SECURITIES AND EXCHANGE COMMISSION
ON FORM 10-K

POWER OF ATTORNEY

The undermigned directors of PPL Corporation, a Pennsylvania corpomtion, that is to file with the Sccurities and Exchange Commission,
Washington, D.C., under the provisions of the Sccurities Exchanpe Act of 1934, as emended, its Annual Report on Form 10-K for the year ended December
31,2014 ("Form 10-K Repont™), do hereby appoint cach of William H. Spenec, Vincent Sorgi, Roben J. Grey and Michael A. McGrail, and each of them, their
truc and lawiul nttomey, with power 1o act without the otherand with full power of substitution nnd resubstitution, to execute for them and in their names the
Form 10-K Report and any and all amendments thereto, whether said amendments add to, delete from or otherwise alter the Form 10-K Report, or add aor
withdraw any exhibits or schedules to be filed therewith and any and all instruments in connection therewith. The undersipned hereby grant to cach said
attomey full power and authority to do and perform in the name of and on behalf of the undersigned, ond in any and all copacitics, any act and thing
whatsoever required or necessary to be done in and about the premises, as fully and to all intents and purposes as the undersigned might do, hereby mtifying
and approving the acts of cach of the said attomeys.

IN WITNESS WHEREOF, the undersigned have hercunto sct their hands this 17 day of February, 2015.

/s/ Rodney C. Adkins /s/ Stuarnt Heydt

Rodney C. Adkins Steant Heydt

/s/ Frederick M. Bemithal /s/ Venkata Rn’amannar Madabhushi
Frederick M. Bernthul Venkata Rojomannar Madobhushi
/s{ John W. Conway /s Craigr A, Rogerson

John W, Conway Craig A- Rogerson

/s Philip G. Cox /s/ William H. Spence

Philip G. Cox William H. Spence

/s/ Steven G. Elliott /5/ Nutica von Althann

Steven G. Elliott Natica von Althann

/s/ Lounise K. Goeser /s/ Keith H. Williamson

Louise K. Goeser Keith H. Williamson

/si Swan E. Gmham /s/ Armgodo Zagalo de Lima

Stuant E. Groham Armando Zagalo de Lima



Exhibit 31(n)

ERTIFICATION

I, WILLTAM H. SPENCE, certify that:

l.

I have reviewed this annual report on Form 10-K of PPL Corporation (the "megistrant™) for the year ended December 31, 2014;

2 Bascd on my knowledge, this report docs not contain any untruc statement of a material fact or ostil to stete o material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not mislcading with respect to the period covercd by this
report;

B Based on my knowledge, the financial statements, and other financial information included in this report, fairly preseat in all material respects the
financial condition, results of operations and cash flows of the registmnt as of, and for, the perdods presented in this report;

4, The registrant's other cenifying officer and [ are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(¢) and 15d-15(c)) and intemal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 1 5d-
15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 1o be designed under our supervision,
to ensure that material information relating to the registmnt, including its consolideied subsidiaries, is made known to us by others within
those entities, particularty during the period in which this report is being prepared;

b. Designed such intemal controt over financial reponting, or eaused such intemel control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the prepamtion of inancial statements for
extemal purposes in accordance with gencrily nccepted accounting principles;

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

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

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

a. All significant deficiencies and materin) weaknesses in the design or operation of internal control over fingncial reporting which are
reasonably likety to adversely affect the registrant's ability to record, process, summarize and repont finuncial information; and

b. Any fraud, whether or not matedal, that involves management or other employees who have a significant role in the registrant's intemal
contmo] over financial reporting,

Date: February 23,2015 /s/ William . Spence

Willinm H. Spence

Chaiman, President and Chief Executive Officer
(Principul Exceutive Officer)

PPL Corporation

343



Exhibit 31(b)

CERTIFICATION

I, VINCENT SORGI, certify that:

L.

I have reviewed this annual report on Form 10-K of PPL Comortation (the "registrant™) for the year ended December 31,2014;

8 Bascd on my knowledge, this report does not contain any untruc statement of 2 material fact or omit 1o state o material fact necessary to meke the
statements made, in light ofthe circumstances under which such statements were made, not misteading with rcspect to the period covered by this
repon;

33 Based on my knowledge, the financial stotements, and other financial information included in this report, faidy present in all material respects the
financial condition, results of opemtions and cash flows of the registrant as of; and for, the periods presented in this report;

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

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

b Designed such internal control over financial reporting, or caused such intemal control over financial reporting to be designed under aur
supervision, to provide reasonable nssurance regarding the reliability of financial reponting and the prepamtion of financial statements for
extemal purposcs in accordance with genenlly necepted accounting principles;

E: Evaluated the effectiveness of the registrant's disetosure contmols und pocedures and presented in this repont our conclusions about the
effectiveness of the disclosure controls and procedures, ns of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this repornt uny change in the registrant's internal control over financial reporting that occurred during the registrant's most reeent
fiscal quarnter (the registrant's fourth fiscal quanierin the case of an anpual repart) that has materially affected, or is reasonably likely 1o
materinlly affeet, the registrant's intemnal control over financial reponting; and

3, The registrant's other eertifying officer and | have disclosed, based on our most recent evaluation ofintemal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's borrd of directors (or persons performing the cquivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internat control over financial reporting which are
reasonably likely to adversely affect the regisimnt's sbility to record, process, summarize and repornt {inancial information; and

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

Date: February 23, 2015 /s/ Vincent Sorpi

Vincent Sorgi

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

PPL Corporation
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Exhibit 31{c}

CERTIFICATION

I, PAUL A. FARR, centify thet:

I

I have reviewed this annual report en Form 10-K of PPL Energy Supply, LLC (the "registrant”) for the year ended December 31,2044,

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

b Bascd on my knowledge, the financial statements, and other financial information included in this repont, fairly present in all material respects the
finnncinl condition, results of operations and cash flows of the registrant as of, and for, the perieds presented in this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disciosure controls and procedures (as defined in
Exchange Act Rules 13a-15(c) and 15d-15(c)) and intemnal control over financial eponting (as defined in Exchange Act Rules [3a-15(f) and 154d-
15(f)) for the registrant and have:

. Designed such disclosure contrals and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating 1o the registrant, inclading its consolidated subsidinrics, is made known to us by others within those
entities, particulary during the period in which this repont is being preparcd;

b. Designed such intemal control over financial reporting, or caused such intemal control over financial reporiing to be designed under our
supervision, to provide rasonable assurance regarding the reliability of financial reperting and the preparation of financial statements for
extemnal purposes in accordance with generally sccepted sccounting principles;

& Evaluated the clfectiveness of the registmnt's disclosure controls and procedures and presented in this report our conclusions about the
cfiectiveness ol the disclosure controls and procedures, as of the end ol the period covered by this repont based on such evaluation; and

d. Disclosed in this report any change in the registrnt's intemal control over financial reporting that eccured during the registrant's most recent
fiscal quarter (the registrant's founh fiscal quanerin the case of an sanual repont) that has materally affected, oris reasonably likely to
materialiy affect, the registraat's intemal control over financial reporting; and

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

o. All significant deficicncics and material weaknesses in the design or operation of intemal control over financial reporting which are reasonably
likely to adversely affect the registrunt’s ability to recond, process, summarize and report financial information; and

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

Date: February 23,2015 /& Paul A Farr

Paul A. Far

President

(Principat Exccutive Officer)
PPL Enerzy Supply, LLC
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Exhibit 31(d)
CERTIFICATION

1, VINCENT SORGI, cenify that:

1k

2l

I'have reviewed this annual report on Form 10-K of PPL Energy Supply, LLC (the "registrant”) for the year ended December 31, 2014;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 1o siate 2 material fact neeessary 1o moke the
statements made, in light of the circumstances under which such statemenis were made, not misicading with tespect to the period covered by this
report;

3, Bused on my knowledge, the finencinl statements, and other financial information incleded in this report, fairty present in all material respects the
financial condition, resubts of opertions and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosute controls and procedures (as defined in

Exchange Act Rules 13a-15(c)and 15d-15({c)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15¢(f) and i15d-

15(N) for the registrant and have:

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

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

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this repont our conclusions about the
effectivencess of the disclosure controls and procedures, a5 of the end of the period covered by this repon based on such evaluation: and

d. Disclosed in this report any change in the registrant’s intemal controf over financial reporting that oceurred during the registrant's most reeent
fiscal quarter (the registrant's fourh fiscal quarter in the cosc ofan annual report) that has materialty nffected, or is reasonably likely to
materially affeet, the registrant’s internal control over financiel reporting; and

5, The registrant's other centifying officerand | have disclosed, based on our most recent evaluation of intemal control over financial reporting, o the
registrant's anditors and the audit committee of the registrtnt’s board of directors (or persons performing the cquivalent functions):

a, All significant deficiencics and material weaknesses in the design or operation of intemal control over financial reporting which are reasonably
likely to adverscly affect the registrant's ability to recond, process, summatize and report financial information; and

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

Date: February 23,2015 /s/ Vincent Sorei

Vincent Sorgi

Senior Vice President
(Principal Financial Officer)
PPL Encrgy Supply, LLC
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Exhibit 31(c)
CERTIFICATION

I, GREGORY N. DUDKIN, certify that:

Thave reviewed this snauat report on Form 10-K of PPL Electric Utilities Corporation (the "registrant”) for the year ended December3 1, 2014;

£, Bused on my knowledge, this report does not contain any untrue statement of 2 materal fact or omit to state o matetial fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
repor;

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

4. The registrant’s other cenifying officer and [ are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules |3a-15(c) and 15d-15(c)) and intemal control over financial reporting {as defined in Exchange Act Rules 13a-15(f) and | 5d-

15(f)) for the registrant and have:

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

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

ch Evaluated the cifectiveness of the registrant’s disclosure controls pnd procedures and presented in this report our conclusions about the
cflectiveness of the disclosure controls and procedures, as of the end of the petiod covered by this rcport based on such evaluation; and

d. Disclosed in this report any change in the registrant's intemal control over financial reporting that occurred during the registmnt's most recent
fisca! quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materiatly affected, or is reasonably likely to
materinlly affect, the registrant’s intemal contiol over finuncinl reponting; and

S, The registrant’s other centifying officer and Thave disclosed, based on our most recent evaluation of intemal contro! over financial reporting, 1o the
registrant’s nuditors and the sudit committec of the registrant's board of directors (or persons performing the equivalent fiunctions):

. All significant deficiencics and material wenknesses in the design or operation afintemal control over financial reporting which are
reasonably likely to adversely affect the registrant's abitity to record, process, summarize and meport financial information; and

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

Date: February 23, 2015 /s/_Gregory N, Dudkin

Gregory N. Dudkin

President

(Principal Executive Officer)

PPL Electric Utilities Compomtion
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Exhibit 31(f}

ICATIOY

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

1 have reviewed this annual report on Form 10-K of PPL Electric Utilities Corporation (the "registrant”) for the yearended December31,2014;

2 Based on my knowledge, this report docs not contain any untrue statcment of n material fact or omit to state a material fact necessary to make the
statemenis made, in light of the circumstances under which such statements were made, not misleading with respect 1o the period covered by this
epor;

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

4. The registrant’s other centifying officer and Lare responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Aet Rules 13a-15(¢c) and 15d-15(¢)) and intemal control over finunecial reporting (as defined in Exchanpe Act Rules 13a-15(f) and 15d-
15¢f) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures o be designed under our supervision,
10 ensure that material information relating to the registmnt, including its consolidated subsidiaries, is made known 1o us by others within
those entitics, panticulady during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such mtemal control ovet financial reponing to be designed under our
supervision, to provide reasonable assumnce regarding the relinbility of financinl reponing and the preparation of financial statements for
cxfernal purposes in accordance with generally sccepted accounting principles:

g Evaluated the effectiveness of the segistrant’s disclosure controls and procedures and presented in this repont our conclusions about the
cffectiveness ol the disclosure controls and pocedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any chunge in the registrant's intemel control over financial reporting that oceumed duting the registmnt's most
recen fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably Jikely 10
materially affect, the registrant’s internal control over financial reporting: and

S The registrant's other certifying officer und [have disclosed, based on our maost recent evaluation of intemal control over financial reporting, to the
registrant's auditors and the sudit committee of the registrant’s beard of directors (or persons performing the equivalent functions):

0. All significant deficiencies and material weaknesses in the desipn or opemtion of intemal control over financial reparting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that invelves management or other employees who have a significant role in the regisirant's internal
control over financia! reporting,.

Date: February 23,2015 /s/ Dennis A. Urban, Jr.

Dennis A. Urban, I,

Controller

{Principal Financial Officerand Principal Accounting Officer)
PPL Electric Utilities Comoration
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Exhibit 31(g)

CERTIFICATION

1, VICTOR A. STAFFIER], certify that:

I

I have reviewed this annual report on Form 10-K of LG&E and KU Energy LLC (the "registrant”} for the year ended December 31, 20 14;

2., Based on my knowledge, this report does not contain any untrue statement of o material fact or omit (o state a material fact necessary 1o make the
statements made, in lght of the circumstances under which such statements were made, not misteading with respect 1o the period covered by this
report;

28 Based on my knowledge, the financial statements, and other financial information inchided in this report, fairly present in all matenial respeets the
financial condition, resulis of operations and cash flows of the registrant as of, and for, the periods presented in this repon;

4. The registrunt's other cenifying officer and 1 are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and [ 5d-15(c)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f0 and 1 5d-
15(f)) for the registrant and have:

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

b. Designed such intemal contro] over financial reporting, or enused such intemal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the relinbility of financial reponting and the prepamtion of financial statements for
extemal purposes in accordance with gencrally aceepted accounting principles;

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

d. Disclosed in this repornt any change in the registrant's intemal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal querter in the case ofan onnual repont} that hes materially affected, or is reasonably likely to
materially affeet, the registrant's intemal control aver finaneial reporting; and

3 The registrant's other centifying officerand 1 have disclosed, based on our most recent cvaluation of inernal contral aver financial teporting, to the
registrant's auditors and the audit commitice of the registrant’s board of directors (or persans performing the equivalent functions):

a. All significant deficiencics and materinl weaknesses in the design or operation ofintemal control over finaneial reporting which are
rensonably likely 1o adversely affect the registrant's ability to record, process, summarize and report financial information; and

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

Date: Februsey 23,2015 /s/ Victor A, Stafficri

Victor A, Staffien

Chairman of the Board, Chicf Excecutive Officerand President
(Principal Executive Officer)

LG&E and KU Energy LLC
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Exhibit31(h)

CERTIFICATION
LKENT W. BLAKE, ceniify that:

1. Ihave reviewed this annual repont on Form 10-K of LG&E and KU Energy LLC (the "registrant") for the year ended December 31, 2014;

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

3 Based on my knowledge, the finuncial statements, and other financial infermation included in this report, fairly present in all materal respeets the

financial condition, results of opcrations and cash flows of the registrant as of, and for, the perods presented in this repoit;

4, The repistrant's other cenifying officer and | are responsible for establishing and maintaining disclosurc controls and procedures (as defined in
Exchange Act Rutes 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

a, Designed such disclosure controls and pracedures, or caused such disclosure controls snd procedures to be designed under our supervision,
to ensurc that material information relating to the registrant, including its consolidated subsidiarics, is made known to us by athers within
those entitics, particularly during the perod in which this report is being preparced:

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

[ Evaluated the effectiveness of the registrant’s disclosure contrls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period cavered by this report based on such evaluation; and

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

5. The registrant's other cenifying officerand [ have disclosed, based on our most recent evaluation of intemal contro! over Bnancial rcporting, to the
registrant’s auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

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

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

Date: February 23,2015 /s/ Kent W. Blake
Kent W. Blake
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
LG&E and KU Energy L1L.C
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Exhibit 3 1(i)

"ERTIFICATION
1, VICTOR A. STAFFIERI, certify that:
I. J have reviewed this annual report on Farm 10-K of Louisville Gas and Electric Company (the "registrant") for the year ended Deccmber 31, 2014
20 Based on my knowledge, this repont does not contain any untrue statement of 2 material fact or omit 1o state ¢ material fact necessary to make the
statements made, in light of the circumstanees under which such statements were made, not misleading with respect to the perod covered by this
feport;
2 Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respeets the

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

4, The registrant's other certifying officer and | are responsible for establishing and muintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(c)and 15d-15(¢)) and intemal control over financial reporting (as defined in Exchange Act Rules |13a-15(f) and 15d-
1 5(f) for the registrant and have:

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

b. Designed such internal control over financial reporting, or caused such intemal control over financial reporting to be designed under our
supervision, 1o provide reasonable assurance regurding the reliability of financial reporting and the preparation of financial statements for
externnl pumpaoses in accordance with gencrally accepted accounting principles;

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

d. Disclosed in this repont any change in the registrant's intcmal control over financial reporting that occurred during thie registrant’s most
recent fiscal quarter {the registrant's fourth fiscal quarter in the case of an annual report) thut has materially affected, or is reasonabty likely to
materially affeet, the registrant's intemal control over financial reporting; and

S The registrant’s other centifying officer and 1 have disclosed, hased on our most reeent evalustion of internal control over financial reporting, to the
registrant’s auditors and the eudit committee of the registrant's board of directors (or persons performing the equivalent functions):

a, All significant deficiencies and materinl weaknesses in the design or operation ofintemal contro] over financial reporting which are
rensonably likety to adverscty affect the registrent's ability to recond, process, summarize and report financinl information; and

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

Date: February 23,2015 /s/ Victor A, Stafficri
Victor A. Staffien
Chaitmun of the Boanl, Chief Exeeutive Officerand President
(Principal Exceutive Officer)
Louisville Gas and Electric Company
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Exhibit 31(j)

IFICATION

I, KENT W. BLAKE, cenify that:

2

I'have reviewed this annual report on Form 10-K of Louisville Gas and Electric Company (the "registrant”) for the year ended December 31,2014

Based on my knowledge, this report does not contain any untrue statement of 2 material fact or omit to state 1 material fact necessary to make the
statements made, in light of the eircumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3 Based on my knowledge, the financial statements, and other financial informotion included in this repor, fairly present in all matenial respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrnt's other centifying officerand | are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e)and 13d-15(c)) and intemal control over financial reporting (as defined in Exchange Act Rules 1 3a-15(f} and 15d-

15(f)) for the registrant and have:

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

b. Designed such intemal control over financiul reporting, or caused such internal contro! over financial reporting to be designed under our
supervision, to provide reasonoble assuranee reganding the reliabitity of fingncial reporting and the preparation of financial statements for
external purposes in aecondance with generally accepted accounting principles;

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

d. Disclosed in this repont any change in the registrant’s intemal control over financinl reporting that occumred during the registmnt's most
recent fiseal quarter {the registrant's fourth fiscal quarter in the case of an annual report) that has materially affecied, or is reasonably likely to
materially affect, the registrant’s intemal control over financial reporting; and

58 The registrant's other cenifying officerand 1 have discloscd, based on our most recent evaluation of intemna) control over financial reponting, to the
registrant's suditors and the audit committee of the registrant’s board of directors {or persons performing the equivalent functions);

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

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

Date: February 23,2015 /s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

(Principol Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company



Exhibit 31(k)

ERTIFICATION
L VICTOR A. STAFFIERI, centify that:
i 1 have reviewed this annual report on Form 10-K of Kentucky Utilitics Company (the "registrant”) for the year ended December 31, 2014;
3L Bascd on my knowledge, this repert does not contain any untrue statement of o material fact or omit lo state a material fact necessary 10 make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect o the period covered by this
report;
3. Based an my knowledge, the financial statcments, and other financial information included in this report, fairly present in all material respects the

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

4. The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(c}and 15d-15(e)) and intemal control over financial reporting (as defined in Exchange Act Rules 13a-15(Nand ) 5d-
15(f)) for the registant and hove;

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

b. Designed such intemal control over financial reporting, or caused such intermal control over financial reponing to be designed under our
supervision, 1o provide reasonable sssurance regnnding the reliability of financial reporting and the prepartion of financial statements for
cxtemal purposes in accordance with generally accepted accounting principles;

. Evaluated the effectiveness of the registrant’s diselosure controls and procedures and presented in this repon our conclusions shout the
ceffectiveness of the disclosure controls and procedures, os of the end of the petiod covered by this report based on such evaluation; and

d Disclosed in this report any change in the registrant's intemal contro! over finencial reponting that occumed during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quanter in the case ofan annual repon) thaet has muteriatly affected, or is reasonubly tikely to
materially affect, the registrant's intemal contrel over financial reporting; and

5l The registmnt’s other certifying officer and 1 have disclosed, based on our most recent evaluation of intemmal control ever finencial eponting, 1o the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a. All sipnificant deficiencics and maerial weaknesses in the design or operation of intema) control over financial reponting which arc
reasonably likely to ndversely affect the registrant's ability 1o record, process, summarize and report financinl information; and

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

Date: February 23,2015 /s/ Victor A. StaiTieri
Victor A. Stafficr
Chairnnan of the Board, Chief Executive Officer and President
(Principal Exccutive Officer)
Kentucky Utilities Company
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Exhibit 31(1)

CERTIFICATION

I, KENT W, BLAKE, certify that:

I

Thave reviewed this annual report on Form 10-K of Kentucky Utilities Company (the “registrant”) for the yearended December 31,2014;

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

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

4. The repistrant’s other eentifying officer and 1 are responsible for establishing and maintaining disclosure controls ond procedures (us defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financiat reporting (0s defined in Exchange Act Rules 13a-15(f and 15d-
15(f)) for the registrant and have:

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

b. Designed such intemal control over financial reporting, or caused such intemnal control over financial reporting 1o be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of Ainancial statements for
external purposcs in accordance with generally sccepted nceounting principles;

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

d. Disclosed in this report any change in the registrant's intemal control over financiat rcporting that occumred during the registrant's most
recent fiscat quarter (the registrant's fourth fiscat quarter in the case ofan annual report) that has materialty nffected, or is reasonably Hkely 1o
materially afieet, the registrant's intemal control over financial reponting; and

Sh The registrant’s other eenifying officer and [ have disclosed, based on our most recent evatuation of internal controt over financial reporting, to the
registrant's auditors and the audit committee of the registrant’s board of dircctors (or persons petforming the equivalent functions):

a. All significant deficiencics and materinl weaknesses in the design or operation ofintemal control over financial reporting which are
reasonably likely to adversely affect the registrnt's ability to recond, process, summarize and report financial information; and

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

Date: February 23,2015 /s/ Kent W, Blake

Kent W. Blake

Chief Financial Officer

{Principal Financial Officer and Principal Accounting Officer)
Kentucky Utilities Company
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Exhibit 32(a}
CERTIFICATE PURSUANT TQ 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31,2014

In connection with the annual report on Form 10-K of PPL Corporation (the "Company™) for the year ended December 31, 2014, as filed with the
Secuntics and Exchange Commission on the date hereof (the "Covered Repont™), we, Willium 1L Spence, the Principal Executive Officer of the Company, and
Vincent Sorgi, the Principal Financial Officer ofthe Company, pursuant to 18 U.S.C. Section 1350, ns zdopted pursuant to Section 906 of the Sarbanes-OxIey
Act of 2002, hereby cenify that;

e The Covered Report fully complies with the requirements of Seetion 13(a) or 15(d) of the Securitics Exchange Act of 1934, a5
amended; and

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

Date: February 23,2015 /5! William H. Spence
William H. Spence
Chairman, President and Chiel Exccutive Qfficer
(Principal Exccutive Officer)
PPL. Compomtion

/s/ Vincent Somzi

Vincent Sorgi

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

PPL Corporation

A signed original of this written statement required by Section 906 has been provided to the Compuny and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(b)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ENERGY SUPPLY, LLC'S FORM 1 0-K FOR THE YEAR ENDED DECEMBER 31,2014

In connection with the anaual report on Form 10-K of PPL Encrry Supply, LLC (the "Company”) for the year ended December 31, 2014, as filed
with the Securitics and Exchange Commission on the date hereof {the "Covered Repon™), we, Paul A. Fam, the Principal Executive Officer of the Company,
and Vincent Sorgi, the Principal Financial Officer of the Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-

Oxley Act of 2002, hereby centify that:

The Covered Report fully complies with the requirements of Section 13(n) or 15{(d} of the Securitics Exchange Act of 1934 _as
amended; and

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

Date: February 23,2015 /s/ Paul A. Farr
Paul A. Farr
President
(Principal Excoutive Officer)
PPL Energy Supply, LLC

/s/ Vincent Sorni

Vineent Sorpi

Senior Vice President
{Principal Financial Officer)
PPL Energy Supply, LLC

A signed original of this written statement required by Scction 906 has been provided to the Company and will be retained by the Company and
furnished to the Sccurities and Exchange Commission orits staff upon request.
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Exhibit 32(c)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2014

In connection with the annual repont on Form 10-K of PPL Electric Utilities Corporation {the "Company™) for the year ended December 31, 2014, as
filed with the Sccurities and Exchange Commission on the date hereaf (the "Covered Report”), we, Gregory N, Dudkin, the Principal Executive Officer of the
Company, and Dennis A. Urban, Ir., the Principal Financiat Officer and Principal Accounting Officerofthe Company, pursuani to 18 U.S.C. Section 1350, 15
adopted pursuant o Section 306 of the Sarbanes-Oxley Act of 2002, hereby certify that:

o The Covered Report fully complies with the requirements of Section [3(a) or 15(d) of the Securities Exchange Act 0f 1934, as
amended; and

» Theinformation contained in the Covered Repon fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: February 23,2015 /5! Gregory N, Dudkin
Gregory N. Dudkin
President
(Principal Executive Officer)
PPL Electric Utilities Corporation

/s/ Dennis A, Urban. Jr.

Dennis A. Urban, Jr.

Controlier

(Principol Financial Officer and Principal Accounting Officer)
PPL Electric Utilities Comoration

A signed ariginal of this written statement required by Section 906 has been provided to the Company and wilt be retained by the Company and
furnished to the Securitics and Exchange Commission or its staff upon request.
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Exhibit 32(d)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2014

In conncction with the annual report on Form 10-K of LG&E and KU Energy LLC (the "Company") for the year ended December 31, 2014, as filed
with the Securitics and Exchange Commission on the date hereof (the "Covered Report™), we, Victor A, Staffier, the Principal Exccutive Officer ofthe
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pumsuant to 18 U.S.C. Section 1350, as ndopied pursuant to Section 906 ofthe
Sarbanes-OxIcy Act of 2002, hereby certify that:

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

= Theinformation contained in the Covered Report fairly presents, in all material respects, the financial condition and resubis of
operations of the Company.

Date: February 23,2015 /s/ Victor A. Staffier
Victor A. Stafficr
Chainnan of the Board, Chief Executive Officer and President
(Principal Exccutive Officer)
LG&E and KU Energy LLC

/s/ Kent W. Blake
Kent W, Blake
ChicfFinancial Officer

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

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
fumnishcd to the Securities and Exchange Commission or its staffupon request.
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Exhibit 32(c)
CERTIFICATE PURSUANT TO LB US.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31,2014

n connection with the annsal report on Form 10-K of Louisville Gas and Electrie Company {the "Company”}) for the year ended December 31, 2014,
as filed with the Sccurities snd Exchange Commission on the date hereof (the "Covercd Repon™), we, Victor A. Staffierd, the Principal Executive Officerof the
Company, and Kent W. Blake, the Principal Finaneial Officer of the Company, purssant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, hercby certify that:

e The Covered Repont fully complics with the requirements of Scction 13(a) or 15(d) of the Securitics Exchange Act of 1934, as
amended; and

e The information contained in the Covered Repon faidy presents, in all material respects, the financial condition und results of’
apemtions of the Company.

Date: February 23,2015 /s/ Victor A. Staffieri
Victor A. Stafficni
Chairman of the Bourd, Chiel Executive Officer and President
{(Principal Exccutive Officer)
Louisville Gas and Electric Company

/s/ Kent W. Blake

Kent W. Blake

Chief Financial Officer

{Principal Financial Officer and Principal Accounting Officer)
Louisville Gas and Electric Company

A signed original of this written statement required by Section 906 has been provided 1o the Company and will be retained by the Company and
fumished te the Securities and Exchange Commission or its staff upon request.
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Exhibit 32(f)
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-K FOR THE YEAR ENDED DECEMBER 31,2014

In connection with the annual report on Form | 0-K of Kentucky Utilities Company (the "Company”) for the year ended December 31,2014, as filed
with the Sccuritics and Exchenge Commission on the date hercof(the "Covered Repont®), we, Victor A, Stafficr, the Principal Exccutive Officerof the
Company, and Kent W. Blake, the Principal Financial Officer of the Company, pursuant to 18 US.C. Section 1350, as adopted pursuant to Section 906 ofthe
Sarbanes-Oxley Act of 2002, hereby certify that:

o The Covered Repon fully complies with the requirements of Seetion | 3{a) or 15(d) of the Securitics Exchange Act of 1934, as
amended; and

o Theinformation contained in the Covered Repon fainy presents, in all material respects, the finsncial condition and results of
opcrtions of the Company.

Duate: February 23,2015 /s/ Victor A. StafTieri
Victor A. Stafhieri
Chatrman of the Board, Chief Executive Officer and President
(Principal Exccutive Officer)
Kentucky Lhilitics Company

/s/ Kent W, Blake

kent W, Blake

ChicfFinanciol Officer

(Principal Financial Officer ond Principal Accounting Officer)
Kentucky Utilitics Company

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
fumished to the Securitics and Exchange Commission or its stafT upon request.
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PPL
LS,
PPL Capital Funding
Senifor Unsecured Nates
69352PADS
69352PAE3
69352PAGSE
69352PAF0
69352PAHG
69352PAKY
69352PA)2
Total Scnicr Unsecured Notes
Junior Subordinated Notes
69352PACT
69352P202
Total Junior Subordinated Notes
Total PPL Capital Funding Long-term Debt
PPL Energy Supply
Senior Unsecured Noves
Senior Secured Notes
Total PPL Energy Supply Long-term Debt
PPL Electric
Senior Secured Notes/First Morigage Bondy
Total PPL Electric Long-term Debt
LKE
Seniar Unsecured Nates
First Mortgage Bonds
Total LKE Long-tenn Debt
Toial U.S. Long-icnm Debt

PPL CORPORATION AND SUBSIDIARIES
LONG-TERM DEBT SCHEDULE
(Unaudited)

{Millions of Dollars)

Exhibit 99(a)

Interest Matarity

Raie Date December 31,2014
4200%  06/15/2022 400
3.500 %  12/01/2022 400
1900 %  06/01/2018 250
3400 %  06/01:2023 600
4.700%  06'01/2043 300
3950% 031572024 350
5000 % 03 15/2044 400
2,700
6.700 % 03/30/2067 480
5900%  04.30:2073 450
930
3,630
2,193
45
2238
2614
32614
1,125
3460
4,585
13.067
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Interest Maturity

Rate Date Decembier 31, 2014
Senior Unseeured Nores
USG7208UAB73 3.900 % 05/01/2016 460
USGT208UAA90) 5.375 % 05/01/2021 500
USG9796VADSE 7.250 % 12/15/2017 100
USG9796VAE32 7.375 % 12/15/2028 202
XS0627333221 5.250 % 01/17/2023 1,096
XS0568142482 6.250 % 12/10/2040 392
X50568142052 6.000 % 05/09/2025 302
X80627336323 5750 % 04/16/2032 1253
XS0979476602 3875 % [0/17/2024 627
X50061222484 9.250 % 11/09/2020 285
XS0280014282 4.804 % 12/21/2037 352
XS0496999219 5.750 % 03/23/2040 313
XS0165510313 5.875 % 03/25/2027 392
X50496975110 5.750 % 03/23/2040 313
Total Senior Unsecured Notes 6,627
Index-Linked Notes 1
XS0632038666 1671 % 06/01/2043 173
X50974143439 1.676 % 09/24/2052 105
XS0277685987 1.541 % 12/01/2053 212
XS0279320708 1.541 % 12/01/2056 242
Total Index-Linked Notes 732
Total UK. Long-term Dcht 7,358
Totnl Long-term Debt Before Adjustments 20,426
Fair markel value adjustments 18
Unamontized premium and (discount), net {53)
Total Long-term Debi 20391
Less current portion of Long-term Debt 1.535
Total Long-term Debt, noncurrent $ 18,856
I'Pi. Encrpy Supplv
Senior Unsecured Notes
69352JAG2 2 5.700 % 10/15/2035  § 300
69352JAHD 6.200 % (05/15/2016 350
69352JALI 6.500 % 05/01/2018 400
69352JAN7 4.600 % 12/15/2021 712
69352JAK3 6.000 % 12°15/2036 200
TOB6BOCXE 3 3.000 % 12/01/2038 100
TOB6R6CZ) 3 3.000 % 12/01/2038 50
TDBGRACY4 2 3.000 % 12/01/2037 Bl
Total Senior Unsccured Notes 2,193
Senior Secured Notes
00103 XACT 8857 % 11/30:2025 45
Totnl Senior Securcd Notes 45
Totl Long-term Debt Before Adjustments 2238



Fairmarke! value adjustments

Unamorttized premium and {discount), net
Total Long-term Debt

Less current portion of Long-term Debt

Total Long-term Debt, noncurrent

PPL Electric
Senior Secured Notes/First Mortgage Bonds
524808BM3
524808BL3
TOBGIMACY *
69351 UAFD
69351 UAGS
69351 UAPS
69351 UAQG
69351 UAHG/UAKY
69351UAMS
69351 UAN3
63951 UAR4
69351UAS2
Total Senior Secured Notes
Total Long-temm Debt Before Adjustments

Unamortized discount
Total Long-temm Debt
Less current portion of Long-term Debt

Total Long-tenn Debt, noncurrent

Senior Unsecured Notes
S0I88FAB1/FAAl
SO188FAD7
50188FAES

Total Senior Unsceured Notes
LG&E
First Mortgage Bonds

KU
First Mortgage Bonds
Total Long-term Deby Before Adjustments

Fair market value adjustments
Unamonized discount

Total Long-term Debt
Less current pontion of Long-term Debt

Total Long-tcrm Debi, noncurent

Interest Marturity

Rate Date December 31,2014
(19}
{1}
1218
535
$ 1.683
4.750 % 02/15/2027 § 108
4,700 %  09/01:2029 116
4.000 % 100172023 90
4.950 % 1271572015 100
5150 %  12/15/2020 180
3.000 % 09/15/2021 400
2500 % 09/01/2022 250
6450 %  0B/152037 250
6.250 % 05/15:2039 300
5.200 % 07/15/2041 250
4750 %  07/15/2043 50
4125 % 06152044 300
2614
2614
{12}
2602
100
$ 2,502
125 % 11/15/2015 % 400
3,750 % 11152020 475
4375 % 10/01/2021 250
1,125
1359
2.141
4585
{n
(17)
4,567
900
b 31,667
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LG&E
First Mortgage Bonds

546676A56
S46676ALN
546676AV9
896221 AA6
473044BV6 9
896224AX0

N/A 4.6
47302PAAR 4
896224AW2
546T49AL6 7
BO6224A8] +
896224AV4 4
546751AE8 ?
546751AG3 3
546749A]1 3
546749AKSE 3

Total Long-term Debt Before Adjusiments

Fuir market value adjustments
Unamortized discount
Total Leng-tenn Debt

Less current portion of Long-tenm Debt
Total Long-term Debt, noncurrent

KU
First Morigage Bonds

491674BC0O
491674BE6
491674BG1 /BF3
491674B)5
14483RAHO
896221AC2
587829AC6 *
14483RANT 5
14483BAAT ¢
14483BABS5
587824AA1 ¢
62479PAA4 &
144R38AC3 5
14483RAP2 *

[4483RAMY 5

Total Long-term Debt Before Adjustments

Fair market value adjustments
Unamonized discount
Total Long-tenn Debt

Less current portion of Long-lenm Debt
Total Lang-term Debt, noncument

Interest Musurity

Rute Date Deecember 31,2014
1.625 % 11152015 asn
5.125 % 11/15/2040 285
4.650 % 11/15/2043 250
4600 %  06/01/2033 60
04230 % 09012026 23
1054 %  09/012026 Ll i
0,773 % 05/01/2027 25
0.220 % 09/01/2027 1)
1.350 % 11/01/2027 35
1.350 % 11/01/2027 35
0.240 % 08/01/2030 33
242 % 10:01/2032 42
1.150 %  06/01/2033 k]|
1.600 %  06/01/2033 35
1.650 % 10:/01/2033 128
2200 % 02/0172035 40
1,350
()
{3}
1,353
250
1.103
1.625 % 11/01/2015 250
3.250 % 117012020 500
5125 % 117012040 750
4.650 % 11/15:2043 250
5750 % (2/01/2026 I8
6.000 %% 03012037 9
0.060 %  05/01/2023 13
0050 %  02/01/2032 78
(250 % 02/01/2032 21
0.250 % 02012032 Z
0.250 % 02012032 £
0.250 % (G2/01/2032 2
G160 % 10/01/2032 96
0.050 % 10/01/2034 54
0.030 %  10/01,2034 50
2,101
(10}
2,091
250
|84
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Principa]l smount of the netes are adjusted based on changes in o specified index, as detailed in the terms of the refated indentures.

The REPS are required to be put by existing holders on October 15, 2015 for gither (a) purchase and remarketing by o designated market dealer or (b} repurchase by PPL Enerpy
Supply.

Securities ure currenity in o term rate mode.

Securitics have a floating rate of interest that periodicatly rescts. At December 31, 2014 the weighted average rate of the $183 million of potes ot LGEE was 0.31%

Sccurities have a floating rate of interest that perivdically resets. At December 31, 2014 the weighted avernge rate of the $324 miltion of sotes st KU was 80,1426,

No CUSIP - Bonds were remarketed and 100% of bonds are held by o third party
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