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

FORM 10-Q

X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR #(OF THE SECURITIES EXCHANGE ACT OF 1934 for the
quarterly period ended June 30, 2(
OR
[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 AR(d) OF THE SECURITIES EXCHANGE ACT OF 1934 foeth
transition period from to

Commission File Registrant; State of Incorporation; IRS Employer

Number

1-11459

1-32944

1-905

333-173665

1-2893

1-3464

Address and Telephone Numt

PPL Corporation

(Exact name of Registrant as specified in its emnart
(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 77-5151

PPL Energy Supply, LLC

(Exact name of Registrant as specified in its @mnart
(Delaware)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 77-5151

PPL Electric Utilities Corporation

(Exact name of Registrant as specified in its emnart
(Pennsylvania)

Two North Ninth Street

Allentown, PA 18101-1179

(610) 77-5151

LG&E and KU Energy LLC

(Exact name of Registrant as specified in its emnart
(Kentucky)

220 West Main Street

Louisville, KY 40202-1377

(502) 62°-2000

Louisville Gas and Electric Company

(Exact name of Registrant as specified in its emnart
(Kentucky)

220 West Main Street

Louisville, KY 40202-1377

(502) 62°-2000

Kentucky Utilities Company

(Exact name of Registrant as specified in its emnart
(Kentucky and Virginia)

One Quality Street

Lexington, KY 40507-1462

(502) 62°-2000

Identification No.

23-2758192

23-3074920

23-0959590

20-0523163

61-0264150

61-0247570




Indicate by check mark whether the registranthélje filed all reports required to be filed by $@ttl3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiach shorter period that the registrants were redquo file such reports), and (2) have
been subject to such filing requirements for thet 88 days.

PPL Corporatior Yes X No__
PPL Energy Supply, LL( Yes X No__
PPL Electric Utilities Corporatio Yes X No__
LG&E and KU Energy LLC Yes_X No_
Louisville Gas and Electric Compa Yes X No__
Kentucky Utilities Compan' Yes X No_

Indicate by check mark whether the registrants lsakenitted electronically and posted on their coafWeb site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of ttiapter) during the preceding 12
months (or for such shorter period that the regigt were required to submit and post such files).

PPL Corporatior Yes X No_
PPL Energy Supply, LL( Yes X No__
PPL Electric Utilities Corporatio Yes X No_
LG&E and KU Energy LLC Yes X No__
Louisville Gas and Electric Compa Yes X No__
Kentucky Utilities Compan' Yes X No__

Indicate by check mark whether the registrantdaage accelerated filers, accelerated filers, nooekerated filers, or a smaller reporting
company. See the definitions of "large acceleréited" "accelerated filer" and "smaller reportingmpany"” in Rule 12b-2 of the Exchange
Act.

Large accelerated Accelerated Non-accelerated  Smaller reporting
filer filer filer company

PPL Corporatior [X] [ ] [ ] [

PPL Energy Supply, LL( [ ] [ ] [X] [ ]
PPL Electric Utilities Corporatio [ 1] [ 1] [X] [ 1]
LG&E and KU Energy LLC [ 1] [ 1] [X] [ 1]
Louisville Gas and Electric Compa [ 1] [ 1] [X] [ ]
Kentucky Utilities Compan' [ 1] [ 1] [X] [ ]

Indicate by check mark whether the registrantsshe#l companies (as defined in Rule 12b-2 of theh@rge Act).

PPL Corporatior Yes_ No X
PPL Energy Supply, LL( Yes_ No X
PPL Electric Utilities Corporatio Yes_ No X
LG&E and KU Energy LLC Yes_ No X
Louisville Gas and Electric Compa Yes_ No X
Kentucky Utilities Compan' Yes_ No X

Indicate the number of shares outstanding of e&tedssuer's classes of common stock, as ofdiest practicable date.

PPL Corporatior Common stock, $0.01 par value, 580,736,054 sharssamding at July 31, 201

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

PPL Electric Utilities Corporation Common stock, par value, 66,368,056 shares outstanding arreeklby PPL
Corporation at July 31, 201

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

Louisville Gas and Electric Company Common stoakpar value, 21,294,223 shares outstanding arcblllby LG&E

and KU Energy LLC at July 31, 201

Kentucky Utilities Company Common stock, no pauea37,817,878 shares outstanding and all held@&$E
and KU Energy LLC at July 31, 201

This document is available free of charge at the Westor Center on PPL Corporation's website at www.plweb.com. However,
information on this website does not constitute agot of this Form 10-Q.
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This combined Form 1@ is separately filed by the following individu&gistrants: PPL Corporation, PPL Energy SupplyCLPPL Electri
Utilities Corporation, LG&E and KU Energy LLC, Lauille Gas and Electric Company and Kentucky U¢étCompany. Information
contained herein relating to any individual registris filed by such registrant solely on its ovahalf, and no registrant makes any
representation as to information relating to arheoregistrant, except that information under "FemavLooking Information" relating to PPL
Corporation subsidiaries is also attributed to BRitporation and information relating to the sulesigis of LG&E and KU Energy LLC is
also attributed to LG&E and KU Energy LLC.

Unless otherwise specified, references within Begport, individually, to PPL, PPL Energy Supply HHectric, LKE, LG&E and KU are
references to such entities directly or to one orewof their subsidiaries, as the case may bdfjrthacial results of which are consolidated
into such Registrants in accordance with GAAP.sTdtesentation has been applied where identificatfgarticular subsidiaries is not
material to the matter being disclosed, and to@eonfarrative disclosures to the presentationradrfcial information on a consolidated basis.
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GLOSSARY OF TERMS AND ABBREVIATIONS

PPL Corporation and its current and former subsidias

Central Networks- collectively Central Networks East plc, Centrativorks Limited and certain other related assedsliabilities. On April
1, 2011, PPL WEM Holdings plc (formerly WPD Investim Holdings Limited) purchased all of the outsiagdrdinary share capital of the
companies from E.ON AG subsidiaries. Central Neks&Vest plc (subsequently renamed Western Powarimition (West Midlands) plc),
wholly owned by Central Networks Limited (subsedlierenamed WPD Midlands Holdings Limited), and @ahNetworks East plc
(subsequently renamed Western Power Distributi@stlidlands) plc) are British regional electriaitigtribution utility companies.

KU - Kentucky Utilities Company, a public utility suldgry of LKE engaged in the regulated generatimmamission, distribution and sale
electricity, primarily in Kentucky. The subsidiamas acquired by PPL through the acquisition of LKEovember 2010.

LG&E - Louisville Gas and Electric Company, a publiditisubsidiary of LKE engaged in the regulated gf@tion, transmission,
distribution and sale of electricity and the distition and sale of natural gas in Kentucky. Thesaliary was acquired by PPL through the
acquisition of LKE in November 2010.

LKE -LG&E and KU Energy LLC (formerly E.ON U.S. LLC),subsidiary of PPL and the parent of LG&E, KU attiden subsidiaries. PF
acquired E.ON U.S. LLC in November 2010 and charthechame to LG&E and KU Energy LLC. Within thentext of this document,
references to LKE also relate to the consolidateiye

LKS - LG&E and KU Services Company, a subsidiary of L&K&t provides services for LKE and its subsidmrieThe subsidiary was
acquired by PPL through the acquisition of LKE ioémber 2010.

PPL - PPL Corporation, the parent holding company df ERectric, PPL Energy Funding, LKE and other sdimsies.
PPL Brunner Island- PPL Brunner Island, LLC, a subsidiary of PPL Gatien that owns generating operations in Pennsydva
PPL Capital Funding- PPL Capital Funding, Inc., a wholly owned finargisubsidiary of PPL.

PPL Electric - PPL Electric Utilities Corporation, a public utiyl subsidiary of PPL that transmits and distrilsuédectricity in its
Pennsylvania service area and provides electriplgup retail customers in this area as a PLR.

PPL Energy Funding- PPL Energy Funding Corporation, a subsidiary®ERnd the parent holding company of PPL Energyp§uPPL
Global (effective January 2011) and other subsiekar

PPL EnergyPlus- PPL EnergyPlus, LLC, a subsidiary of PPL Energp8y that markets and trades wholesale and m&gtricity and gas,
and supplies energy and energy services in conygetitarkets.

PPL Energy Supply- PPL Energy Supply, LLC, a subsidiary of PPL Enegfgnding and the parent company of PPL Generafé,
EnergyPlus and other subsidiaries. In January 2PRL Energy Supply distributed its membershipreggein PPL Global, representing 100%
of the outstanding membership interests of PPL &|db PPL Energy Supply's parent, PPL Energy Fumdi

PPL Generatior- PPL Generation, LLC, a subsidiary of PPL Energp@8y that owns and operates U.S. generating f@slthrough various
subsidiaries.

PPL Global- PPL Global, LLC, a subsidiary of PPL Energy Funggdihat primarily owns and operates a businesisartK., WPD, that is
focused on the regulated distribution of electyicitn January 2011, PPL Energy Supply, PPL Glsldafmer parent, distributed its
membership interest in PPL Global, representing/d00the outstanding membership interest of PPLb&ldo its parent, PPL Energy
Funding.

PPL Martins Creek- PPL Martins Creek, LLC, a subsidiary of PPL Gatien that owns generating operations in Pennsidvan

PPL Montana- PPL Montana, LLC, an indirect subsidiary of PP&n@ration that generates electricity for wholesales in Montana and the
Pacific Northwest.




PPL Montour - PPL Montour, LLC, a subsidiary of PPL Generatibat owns generating operations in Pennsylvania.
PPL Services« PPL Services Corporation, a subsidiary of PPL pihavides services for PPL and its subsidiaries.
PPL Susquehann& PPL Susquehanna, LLC, the nuclear generatingdiabs of PPL Generation.

PPL WEM - PPL WEM Holdings plc (formerly WPD Investment ldoigs Limited), an indirect, wholly owned U.K. sutiary of PPL
Global. PPL WEM indirectly wholly owns both WPD4#& Midlands) and WPD (West Midlands).

PPL WW- PPL WW Holdings Limited (formerly Western Poweisiibution Holdings Limited), an indirect, whollywned U.K. subsidiary
of PPL Global. PPL WW Holdings indirectly whollywvas WPD (South Wales) and WPD (South West).

WPD - refers to PPL WW and PPL WEM and their subsid®ri

WPD (East Midlands) Western Power Distribution (East Midlands) pl&ritish regional electricity distribution utilitgompany. The
company (formerly Central Networks East plc) waguaied and renamed in April 2011.

WPD Midlands - refers to Central Networks, which was renameeradfte acquisition.
WPD (South Wales) Western Power Distribution (South Wales) plc,réigh regional electricity distribution utility copany.
WPD (South West} Western Power Distribution (South West) plc, &ign regional electricity distribution utility copany.

WPD (West Midlands} Western Power Distribution (West Midlands) pld@ritish regional electricity distribution utilitgompany. The
company (formerly Central Networks West plc) waguaed and renamed in April 2011.

WKE - Western Kentucky Energy Corp., a subsidiary o #at leased certain non-utility generating plamtwestern Kentucky until July
2009. The subsidiary was acquired by PPL throbghatquisition of LKE in November 2010.

Other terms and abbreviations

£ - British pound sterling.

2010 Equity Unit(s) a PPL equity unit, issued in June 2010, consistirg 2010 Purchase Contract and, initially, a 5udtdivided beneficie
ownership interest in $1,000 principal amount ok FRpital Funding 4.625% Junior Subordinated Naoligs 2018.

2010 Purchase Contract(s)a contract that is a component of a 2010 Equitit that requires holders to purchase shares ofd@iRrtmon
stock on or prior to July 1, 2013.

2011 Bridge Facility- the £3.6 billion Senior Bridge Term Loan Creddr@ement between PPL Capital Funding and PPL WEM, a
borrowers, and PPL, as guarantor, and lenders paetgto, used to fund the April 1, 2011 acquisitid Central Networks, as amended by
Amendment No. 1 thereto dated April 15, 2011.

2011 Equity Unit(s) a PPL equity unit, issued in April 2011, consigtof a 2011 Purchase Contract and, initially,(#®&undivided
beneficial ownership interest in $1,000 principalcaint of PPL Capital Funding 4.32% Junior Suborgiddotes due 2019.

2011 Form 10-K- Annual Report to the SEC on Form 10-K for thery@aded December 31, 2011.

2011 Purchase Contract(s)a contract that is a component of a 2011 Equitit that requires holders to purchase shares ofddftmon
stock on or prior to May 1, 2014.

Act 129- became effective in October 2008. The law améhel$¥ennsylvania Public Utility Code and createsmergy efficiency and
conservation program and smart metering technalegyirements, adopts new PLR electricity supplicprement rules, provides remedies
for market misconduct and makes changes to thérxiélternative Energy Portfolio Standard.




AFUDC - Allowance for Funds Used During Construction, tiest of equity and debt funds used to finance tcoason projects of regulated
businesses, which is capitalized as part of coattmu costs.

AOCI - accumulated other comprehensive income or loss.
ARO - asset retirement obligation.
Baseload generatiol - includes the output provided by PPL's nucleaa),doydroelectric and qualifying facilities.

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

Bcf - billion cubic feet.

Bluegrass CT« three natural gas combustion turbines owned bedtss Generation. In 2011, LG&E and KU enteréalam asset purche
agreement with Bluegrass Generation for the purcbéshese combustion turbines, subject to cetamitions including receipt of
applicable regulatory approvals and clearancedluire 2012, LG&E and KU terminated the asset pselagreement.

Bluegrass Generatiol- Bluegrass Generation Company, L.L.C., an exempiedate electricity generator in LaGrange, Kentucky.
BREC - Big Rivers Electric Corporation, a power-genargtiural electric cooperative in western Kentucky.

CAIR - the EPA's Clean Air Interstate Rule.

Clean Air Act- federal legislation enacted to address certaitr@mmental issues related to air emissions, indlgi@cid rain, ozone and toxic
air emissions.

COLA - license application for a combined constructiennit and operating license from the NRC for a eacplant.

CPCN- Certificate of Public Convenience and Necesshythority granted by the KPSC pursuant to KentuBlevised Statute 278.020 to
provide utility service to or for the public or tkenstruction of any plant, equipment, propertyaaility for furnishing of utility service to the
public.

CSAPR - Cross-State Air Pollution Rule, the CSAPR liempents Clean Air Act requirements concerning thagport of air pollution from
power plants across state boundaries. The CSABIRces the 2005 CAIR, which the U.S. Court of Appédar the D.C. Circuit ordered the
EPA to revise in 2008. The court has grantedyaatawing CAIR to remain in place pending a ruliog the legal challenges to the CSAPR.

Customer Choice Act- the Pennsylvania Electricity Generation Custo@lenice and Competition Act, legislation enactedetstructure the
state's electric utility industry to create retaitess to a competitive market for generationexdtatity.

Depreciation not normalizer- the flow-through income tax impact related to stegte regulatory treatment of depreciation-relditathg
differences.

Dodd-Frank Act - the Dodd-Frank Wall Street Reform and ConsumeteRtion Act that was signed into law in July 2010.

DOE - Department of Energy, a U.S. government agency.

DPCRA4- Distribution Price Control Review 4, the U.K. 5-yeate review period applicable to WPD that comneeh&pril 1, 2005.
DPCR5 - Distribution Price Control Review 5, the U.K. &ar rate review period applicable to WPD that comeed April 1, 2010.
DRIP - Dividend Reinvestment and Direct Stock Purchdaa.P




DSM - Demand Side Management. Pursuant to Kentucky Bé\8satute 278.285, the KPSC may determine themahteness of DSM pla
proposed by any utility under its jurisdiction.oposed DSM mechanisms may seek full recovery of p&dgrams and revenues lost by
implementing those programs and/or incentives aesido provide financial rewards to the utility forplementing cost-effective DSM
programs. The cost of such programs shall be @agignly to the class or classes of customers wieclefit from the programs.

ECR - Environmental Cost Recovery. Pursuant to KenflRkvised Statute 278.183, effective January 1B88fucky electric utilities are
entitled to the current recovery of costs of cormmywith the Clean Air Act, as amended, and theskefal, state or local environmental
requirements which apply to coal combustion angtmducts from the production of energy from coal.

E.ON AG- a German corporation and the parent of E.ON UK thle former parent of Central Networks, and titBrect parent of E.ON US
Investments Corp., the former parent of LKE.

EPA - Environmental Protection Agency, a U.S. governnagency.

EPS- earnings per share.

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

ESOP- Employee Stock Ownership Plan.

Euro - the basic monetary unit among participating meambéthe European Union.

FERC - Federal Energy Regulatory Commission, the fedmgahcy that regulates, among other things, ir&rstansmission and wholesale
sales of electricity, hydroelectric power projeaisl related matters.

Fitch - Fitch, Inc., a credit rating agency.

FTR - financial transmission rights, which are finahamstruments established to manage price riskedl#o electricity transmission
congestion. They entitle the holder to receive pensation or require the holder to remit paymentéstain congestion-related transmission
charges based on the level of congestion in tmsitngssion grid.

Fundamental Change as it relates to the terms of the 2011 and 204uiitiz Units, will be deemed to have occurred if afighe following
occurs with respect to PPL, subject to certain ptors: (i) a change of control; (ii) a consolidatwith or merger into any other entity; (iii)
common stock ceases to be listed or quoted; oa(liguidation, dissolution or termination.

GAAP - Generally Accepted Accounting Principles in th&U

GBP - British pound sterling.

GHG - greenhouse gas(es).

GWh - gigawatt-hour, one million kilowatt-hours.

Intermediate and peaking generatic - includes the output provided by PPL's oil- anturel gas-fired units.

Ironwood Acquisition - In April 2012, PPL Ironwood Holdings, LLC, amdirect, wholly owned subsidiary of PPL Energy Svpp
completed the acquisition from a subsidiary of RS Corporation of all of the equity interests dt @ Ironwood, L.L.C. (subsequently
renamed PPL Ironwood, LLC) and AES Prescott, L.I(SDbsequently renamed PPL Prescott, LLC), which and operate, respectively, the
Ironwood Facility.

Ironwood Facility - a natural gas-fired power plant in Lebanon, Pglmasia with a summer rating of 657 MW.

IRS - Internal Revenue Service, a U.S. government agenc

ISO - Independent System Operator.




KPSC - Kentucky Public Service Commission, the statenagehat has jurisdiction over the regulation désaand service of utilities in
Kentucky.

LIBOR - London Interbank Offered Rate.

Long Island generation busines - includes a 79.9 MW gas-fired plant in the Edgeweection of Brentwood, New York and a 79.9 MW
oil-fired plant in Shoreham, New York and relatetling agreements. This business was sold in Regr2010.

Moody's- Moody's Investors Service, Inc., a credit ratiggncy.
MW - megawatt, one thousand kilowatts.

NDT - PPL Susquehanna's nuclear plant decommissionisg t
NERC - North American Electric Reliability Corporation.
NGCC- natural gas-fired combined-cycle turbine.

NPDES - National Pollutant Discharge Elimination System.

NPNS - the normal purchases and normal sales excepgipernitted by derivative accounting rules. Derixes that qualify for this
exception receive accrual accounting treatment.

NRC - Nuclear Regulatory Commission, the federal ageéhayregulates nuclear power facilities.
OCI - other comprehensive income or loss.

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

Opacity- the degree to which emissions reduce the trassoni®f light and obscure the view of an objedthie background. There are
emission regulations that limit the opacity in powtant stack gas emissions.

OVEC- Ohio Valley Electric Corporation, located in Piket@®hio, an entity in which LKE indirectly owns 83% interest (consists of
LG&E's 5.63% and KU's 2.50% interests), which isamted for as a cost-method investment. OVEC amasoperates two coal-fired
power plants, the Kyger Creek plant in Ohio andGlitty Creek plant in Indiana, with combined nartadp capacities of 2,390 MW.
PADEP - the Pennsylvania Department of Environmentaldtidn, a state government agency.

PJM - PJM Interconnection, L.L.C., operator of the &iedransmission network and electric energy maitkall or parts of Delaware,
lllinois, Indiana, Kentucky, Maryland, Michigan, Welersey, North Carolina, Ohio, Pennsylvania, Tesee, Virginia, West Virginia and the
District of Columbia.

PLR - Provider of Last Resort, the role of PPL Electniproviding default electricity supply to retaiistomers within its delivery area who
have not chosen to select an alternative elegtrstipplier under the Customer Choice Act.

PP&E - property, plant and equipment.
Predecesso- refers to the LKE, LG&E and KU pre-acquisitiortigity covering the time period prior to November2D10.

PUC - Pennsylvania Public Utility Commission, the statgency that regulates certain ratemaking, servamEounting and operations of
Pennsylvania utilities.

Purchase Contract(s- refers collectively to the 2010 and 2011 Purchlasetracts.
RAYV - regulatory asset value. This term is also comynlbmown as RAB or regulatory asset base.

RECs- renewable energy credits.




Registrants- PPL, PPL Energy Supply, PPL Electric, LKE, LG&EdaKU, collectively.

Regulation X - SEC regulation governing the form and conteraraf requirements for financial statements requiduk filed pursuant to
the federal securities laws.

Rev. Proc(¢). - Revenue Procedure(s), an official published state by the IRS of a matter of procedural imporéatocboth taxpayers and
the IRS concerning administration of the tax laws.

RMC - Risk Management Committee.
S&P - Standard & Poor's Ratings Services, a credingadigency.

Sarbane-Oxley - Sarbanes-Oxley Act of 2002, which sets requirdsi@ar management's assessment of internal coriitnofsancial
reporting. It also requires an independent auditonake its own assessment.

SCR- selective catalytic reduction, a pollution cohoocess for the removal of nitrogen oxide fronmaxst gases.
Scrubber- an air pollution control device that can remowagticulates and/or gases (such as sulfur dioxiae) fexhaust gases.

SEC- the U.S. Securities and Exchange CommissionSa §bvernment agency whose primary mission isatept investors and maintain
the integrity of the securities markets.

Securities Act of 193- the Securities Act of 1933, 15 U.S. Code, Sestibra-77aa, as amended.
SIFMA Index - the Securities Industry and Financial Marketsosgation Municipal Swap Index.

SMGT - Southern Montana Electric Generation & TransmissZooperative, Inc., a Montana cooperative andhager of electricity under a
long-term supply contract with PPL EnergyPlus thas terminated effective April 1, 2012.

SNCR- selective non-catalytic reduction, a pollutiomtrol process for the removal of nitrogen oxidenfrexhaust gases using ammonia.
Successo- refers to the LKE, LG&E and KU post-acquisitioctigity covering the time period after October 20,10.
Superfund- federal environmental legislation that addressesediation of contaminated sites; states also hiawiar statutes.

TC2- Trimble County Unit 2, a coal-fired plant locatiedKentucky with a net summer capacity of 732 MWAKE indirectly owns a 75%
interest (consists of LG&E's 14.25% and KU's 60.7B8érests) in TC2 or 549 MW of the capacity.

Tolling agreement - agreement whereby the owner of an electric geingréacility agrees to use that facility to contverel provided by a
third party into electricity for delivery back the third party.

TRA - Tennessee Regulatory Authority, the state ag#matyhas jurisdiction over the regulation of redesd service of utilities in Tennessee.

Utilization Factor - a measure reflecting the percentage of elegtrégtually generated by plants compared with teetgtity the plants
could produce at full capacity when available.

VaR - value-at-risk, a statistical model that attemptestimate the value of potential loss over amivelding period under normal market
conditions at a given confidence level.

VIE - variable interest entity.

Volumetric risk- the risk that the actual load volumes providedarrfull-requirement sales contracts could varyiicantly from forecasted
volumes.

VSCC - Virginia State Corporation Commission, theet@fency that has jurisdiction over the regulatib¥irginia corporations, including
utilities.

Vi




VWAP - as it relates to the 2011 and 2010 Equity Usiisiéd by PPL, the per share volume-weighted-avenagge as displayed under the
heading Bloomberg VWAP on Bloomberg page "PPL <ERQIH AQR" (or its equivalent successor if such pageot available) in respect
the period from the scheduled open of trading eréhtevant trading day until the scheduled closeaafing on the relevant trading day (or if
such volume-weightedverage price is unavailable, the market pricenef share of PPL common stock on such trading deyrmeed, using
a volume-weighted-average method, by a nationaltpgnized independent investment banking firm methior this purpose by PPL).
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FORWARD-LOOKING INFORMATION

Statements contained in this Form 10-Q concermipg@&tations, beliefs, plans, objectives, goalsitstiies, future events or performance and
underlying assumptions and other statements whiglother than statements of historical fact areNéwd-looking statements"” within the
meaning of the federal securities laws. Althougg Registrants believe that the expectations asuhgstions reflected in these statements
reasonable, there can be no assurance that theset&ons will prove to be correct. Forward-logkstatements are subject to many risks
and uncertainties, and actual results may diffelenlly from the results discussed in forward-lomkstatements. In addition to the specific
factors discussed in each Registrant's 2011 Forit 40d in "ltem 2. Management's Discussion and ysialof Financial Condition and
Results of Operations" in this Form 10-Q repor, fibllowing are among the important factors thatld@ause actual results to differ
materially from the forward-looking statements.

« fuel supply cost and availability;

« continuing ability to recover fuel costs and enmim@ental expenditures in a timely manner at LG&E Kikg and natural gas supply costs
at LG&E;

« weather conditions affecting generation, customnergy use and operating costs;

« operation, availability and operating costs of Bgs generation facilities;

« the length and cost of scheduled and unscheduledyesi at our generating facilities;

« transmission and distribution system conditions eperating costs;

« expansion of alternative sources of electricityegation;

« collective labor bargaining negotiations;

« the outcome of litigation against the Registramig tneir subsidiaries;

« potential effects of threatened or actual terrorigtar or other hostilities, cyber-based intrusiongatural disasters;

« the commitments and liabilities of the Registraarid their subsidiaries;

« market demand and prices for energy, capacitystnégsion services, emission allowances, RECs alnceded fuel;

« competition in retail and wholesale power and ratgas markets;

« liquidity of wholesale power markets;

« defaults by counterparties under energy, fuel belopower product contracts;

« market prices of commodity inputs for ongoing capéxpenditures;

« capital market conditions, including the availailbf capital or credit, changes in interest rated certain economic indices, and
decisions regarding capital structu

« stock price performance of PPL;

« volatility in the fair value of debt and equity seities and its impact on the value of assetsé&NDT funds and in defined benefit plans,
and the potential cash funding requirements iffalue declines

« interest rates and their effect on pension, retinedical, and nuclear decommissioning liabilitesd interest payable on certain debt
securities

« volatility in or the impact of other changes indirtial or commodity markets and economic conditions

e new accounting requirements or new interpretat@regpplications of existing requirements;

« changes in securities and credit ratings;

» foreign currency exchange rates;

« current and future environmental conditions, retjoifss and other requirements and the related odstsmpliance, including
environmental capital expenditures, emission alloeeacosts and other expens

« legal, regulatory, political, market or other réans to the 2011 incident at the nuclear generdtingity at Fukushima, Japan, including
additional NRC requirement

« political, regulatory or economic conditions intstg regions or countries where the Registrantisesr subsidiaries conduct business;

« receipt of necessary governmental permits, appsaaad rate relief;

« new state, federal or foreign legislation or retpia developments;

« the outcome of any rate cases or other cost regdiiags by PPL Electric at the PUC or the FER@,UG&E at the KPSC or the FERC,
by KU at the KPSC, VSCC, TRA or the FERC, or by W&iDfgem in the U.K.

» the impact of any state, federal or foreign invgeions applicable to the Registrants and theisislidries and the energy industry;

« the effect of any business or industry restructyrin

- development of new projects, markets and technetpgi

- performance of new ventures; and

» business dispositions or acquisitions and ourtghit successfully operate such acquired businessgsealize expected benefits from
business acquisitions, including PPL's 2011 actjoiisdof WPD Midlands and 2010 acquisition of LK




Any such forward-looking statements should be atersid in light of such important factors and injooction with other documents of the
Registrants on file with the SEC.

New factors that could cause actual results tedifiaterially from those described in forw-looking statements emerge from time to time,
and it is not possible for the Registrants to predil such factors, or the extent to which anyhsiactor or combination of factors may cause
actual results to differ from those contained iy forward-looking statement. Any forward-lookingiement speaks only as of the date on

which such statement is made, and the Registrawisrtake no obligation to update the informationtamed in such statement to reflect
subsequent developments or information.




PART |. FINANCIAL INFORMATION
ITEM 1. Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

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

Operating Revenues

Utility
Unregulated retail electric and g
Wholesale energy marketii

Realized

Unrealized economic activity (Note 1
Net energy trading margir
Energy-related businesses
Total Operating Revenues

Operating Expenses
Operation
Fuel
Energy purchase
Realizec
Unrealized economic activity (Note 1
Other operation and maintenar
Depreciatior
Taxes, other than incon
Energy-related businesses
Total Operating Expenses

Operating Income

Other Income (Expens- net

Othe-Thar-Temporary Impairment

Interest Expense

Income from Continuing Operations Before Income Tars
Income Taxes

Income from Continuing Operations After Income Taxes
Income (Loss) from Discontinued Operations (néhobme taxes)
Net Income

Net Income Attributable to Noncontrolling Intere

Net Income Attributable to PPL Corporation

Amounts Attributable to PPL Corporation:
Income from Continuing Operations After Income Ta
Income (Loss) from Discontinued Operations (néhobme taxes)

Net Income

Earnings Per Share of Common Stock:
Income from Continuing Operations After Income TaxXevailable to PPI
Corporation Common Shareowne
Basic
Diluted
Net Income Available to PPL Corporation Common $bamers
Basic
Diluted

Three Months Ended

Six Months Ended

June 30, June 30,
2012 2011 2012 2011
$ 1,605 $ 1,484 $ 3,319 % 3,020
179 181 402 328
1,083 732 2,291 1,770
(458 (44) 394 13
10 10 18 21
130 126 237 247
2,549 2,489 6,661 5,399
411 414 835 889
787 434 1,670 1,105
(442 (109 149 (127
739 723 1,445 1,306
271 237 535 445
87 75 178 148
124 120 226 233
1,977 1,894 5,038 3,999
572 595 1,623 1,400
30 (34) 13 (39)
1 1 1
236 264 466 438
365 297 1,169 922
88 96 347 319
277 201 822 603
(6) (1) (6) 2
271 200 816 605
4 4 8
$ 271 $ 196 $ 812 $ 597
$ 277 $ 197 $ 818 $ 595
(6) 1) (6) 2
$ 271 $ 196 $ 812 $ 597
$ 0.47 $ 0.35 $ 1.40 $ 1.13
$ 0.47 $ 0.35 $ 140 $ 1.13
$ 0.46 $ 0.35 $ 139 $ 1.14
$ 0.46 $ 035 $ 1.39 $ 1.14



Dividends Declared Per Share of Common Stoc $ 0.36 $ 0.35 $ 0.72 $ 0.70

Weighted-Average Shares of Common Stock Outstandin (in thousands)
Basic 579,881 561,652 579,462 522,897
Diluted 580,592 562,01¢ 580,062 523,184

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




CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

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

Net income

Other comprehensive income (loss
Amountsarising during the perio- gains (losses), net of tax (expen
benefit:

Foreign currency translation adjustments, netbfa($2), $0, $0, $.

Available-for-sale securities, net of tax of $8, ($1), ($20),31
Qualifying derivatives, net of tax of $7, $21, ($5811)
Equity investees' other comprehensive income (lost)of
tax of $0, $0, $2, $
Defined benefit plans
Net actuarial gain (loss), net of tax of $28, $28 $30
Reclassifications to net incor- (gains) losses, net of tax expel
(benefit):
Available-for-sale securities, net of tax of $1, $0, $3
Quialifying derivatives, net of tax of $84, $55, $1$106
Equity investees' other comprehensive (income) lossof
tax of $0, $0, $0, $
Defined benefit plans
Prior service costs, net of tax of ($2), ($1), (¥38)
Net actuarial loss, net of tax of ($7), ($6), ($4$1L0)
Total other comprehensive income (loss) attributald to PPL

Corporation

Comprehensive income (loss
Comprehensive income attributable to noncontroliimgrests

Comprehensive income (loss) attributable to PPL Cquoration

Three Months Ended

Six Months Ended

June 30, June 30,
2012 2011 2012 2011
$ 271 $ 200 $ 816 $ 605
(A79 93 (103 160
(7) 1 15 13
2 (30) 68 7
1 (3 (1)
(85) (85)

(1) (1) (4) (8)
(140 (89) (262 (158
1 3
2 2 5 5
17 12 37 23
(390 (11) (332 44
(119 189 484 649
4 4 8
$ (119 $ 185 $ 480 $ 641

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




CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

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

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net caskigea by operating activitie

Depreciatior
Amortization
Defined benefit plan- expense
Deferred income taxes and investment tax cre
Unrealized (gains) losses on derivatives, and dihdging activitie:
Other
Change in current assets and current liabil
Accounts receivabl
Accounts payabl
Unbilled revenue
Prepayment
Counterparty collater:
Taxes
Accrued interes
Other
Other operating activitie
Defined benefit plan- funding
Other asset
Other liabilities

Net cash provided by operating activit
Cash Flows from Investing Activities
Expenditures for property, plant and equipn
Proceeds from the sale of certain -core generation facilitie
Ironwood Acquisition, net of cash acquir
Acquisition of WPD Midland:
Purchases of nuclear plant decommissioning trustsitment:

Proceeds from the sale of nuclear plant decomnmsgjdrust investment

Proceeds from the sale of other investm
Net (increase) decrease in restricted cash andezpstalents
Other investing activitie
Net cash provided by (used in) investing activi
Cash Flows from Financing Activities
Issuance of lor-term debi
Issuance of common sto
Payment of common stock divider
Redemption of preference stock of a subsid
Net increase (decrease) in sl-term debt
Other financing activitie
Net cash provided by (used in) financing activi
Effect of Exchange Rates on Cash and Cash Equivalesr
Net Increase (Decrease) in Cash and Cash Equivalent
Cash and Cash Equivalents at Beginning of Pe

Cash and Cash Equivalents at End of Pe

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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Six Months Ended June 30

2011

605

446
126
71
337
(165,
67

(36)
(60)
194
111
(258,
(63)
9)
36

(550
(42)

814

(1,003
381

(5,763
(107
100
163
(22)
(48)

(6,299

4,350
2,266
(340

(321
(108’

5,847

(18)

344
925

1,269




CONDENSED CONSOLIDATED BALANCE SHEETS

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

Assets

Current Assets
Cash and cash equivalel
Shor-term investment
Restricted cash and cash equivale
Accounts receivable (less reserve: 2012, $64; 2634)
Customel
Other
Unbilled revenue
Fuel, materials and suppli
Prepayment
Price risk management ass
Regulatory asse
Other current asse

Total Current Asset

Investments
Nuclear plant decommissioning trust fur
Other investment
Total Investment

Property, Plant and Equipment
Regulated utility plan
Less: accumulated depreciati- regulated utility plan
Regulated utility plant, ne
Non-regulated property, plant and equipm
Generatior
Nuclear fuel
Other
Less: accumulated depreciati- nor-regulated property, plant and equipm
Non-regulated property, plant and equipment,
Construction work in progre:
Property, Plant and Equipment, net
Other Noncurrent Assets
Regulatory asse
Goodwill
Other intangibles (e
Price risk management ass
Other noncurrent asse
Total Other Noncurrent Asse

Total Assets

June 30, December 31
2012 2011

$ 981 $ 1,202
16
101 152
750 736
63 91
754 830
719 654
252 160
2,483 2,548
17 9
31 28
6,151 6,426
681 640
68 78
749 718
23,584 22,994
3,813 3,534
19,771 19,460
11,182 10,514
524 457
674 637
5,762 5,676
6,618 5,932
1,880 1,874
28,269 27,266
1,335 1,349
4,036 4,114
909 1,065
1,112 920
947 790
8,339 8,238
$ 43,508 $ 42,648

(a) Both June 30, 2012 and December 31, 2011 includé $4llion of PP&E, consisting primarily of "Gengi@n," including leasehold improvements, and $10iom and $11
million of "Other intangibles" from the consolidati of a VIE that is the owner/lessor of the Lowetr Blethel plant.

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

6




CONDENSED CONSOLIDATED BALANCE SHEETS

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

Liabilities and Equity

Current Liabilities
Shor-term debt
Long-term debt due within one ye
Accounts payabl
Taxes
Interest
Dividends
Price risk management liabilitit
Regulatory liabilities
Other current liabilitie:
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxe
Investment tax credit
Price risk management liabilitit
Accrued pension obligatior
Asset retirement obligatior
Regulatory liabilities
Other deferred credits and noncurrent liabili
Total Deferred Credits and Other Noncurrent Lidiei

Commitments and Contingent Liabilities (Notes 6 and.0)

Equity
PPL Corporation Shareowners' Common Eq
Common stocl- $0.01 par value (&
Additional paic-in capital
Earnings reinveste
Accumulated other comprehensive |i
Total PPL Corporation Shareowners' Common Ec
Noncontrolling Interest
Total Equity

Total Liabilities and Equity

(@) 780,000 shares authorized; 580,213 and 578,408sksued and outstanding at June 30, 2012 andribecs1, 2011

June 30, December 31,
2012 2011

$ 889 $ 578
12

1,037 1,214

94 65

201 287

210 207

1,595 1,570

58 73

1,222 1,261

5,318 5,255

18,698 17,993

3,638 3,326

305 285

1,016 840

1,093 1,313

497 484

1,003 1,010

960 1,046

8,512 8,304

6 6

6,886 6,813

5,190 4,797

(1,120 (788

10,962 10,828

18 268

10,980 11,096

$ 43,508 $ 42,648

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

7




CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

PPL Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)

March 31, 2012

Common stock issued (

Stocl-based compensation (

Net income

Dividends, dividend equivalent
redemptions and distributions |

Other comprehensiy

income (loss
June 30, 201z

December 31, 201.

Common stock issued (

Stocl-based compensation (

Net income

Dividends, dividend equivalent
redemptions and distributions |

Other comprehensiy

income (loss
June 30, 2012

March 31, 2011

Common stock issued (

Purchase Contracts (

Stocl-based compensation (

Net income

Dividends, dividend equivalen
and distributions (e

Other comprehensiy

income (loss
June 30, 2011

December 31, 201!

Common stock issued (

Purchase Contracts (

Stocl-based compensation (

Net income

Dividends, dividend equivalen
and distributions (e

Other comprehensiy

income (loss
June 30, 2011

PPL Corporation Shareowners

(@) Shares in thousands. Each share entitles thertold@e vote on any question presented to anyesharers' meeting
(b) Each period includes shares of common stock isduedgh various stock and incentive compensatiangl The 2011 periods include the April issuarfc@anmillion

shares of common stoc

Common
stock Accumulated
shares Additional other Non-
outstanding Common paid-in Earnings comprehensive controlling
(a) stock capital reinvested loss interests Total
579,52C $ 6 % 6,862 $ 5129 $ (730 $ 268 $ 11,535
693 18 18
6 6
271 271
(210 (250 (460
(390 (390
580,212 $ 6 $ 6,886 $ 5,190 $ (1,120 $ 18 $ 10,980
578,40t $ 6 $ 6,813 $ 4,797 $ (788 $ 268 $ 11,096
1,808 50 50
23 23
812 4 816
(419 (254 (673
(332 (332
580,212 $ 6 $ 6,886 $ 5,190 $ (1,120 $ 18 $ 10,980
484,618 $ 5% 4,637 $ 4,312 $ (424 $ 268 $ 8,798
92,647 1 2,273 2,274
(241 (241
5 5
196 4 200
(202 4 (206,
ay 11
577,265 $ 6 $ 6,774 $ 4,306 $ (435 $ 268 $ 10,919
483,391 $ 5% 4,602 $ 4,082 $ 479 $ 268 $ 8,478
93,874 1 2,312 2,313
(141 (141
1 1
597 8 605
(373 (8) (381
44 44
577,265 $ 6 $ 6,774 $ 4,306 $ (435 $ 268 $ 10,919

(c) The three and six months ended June 30, 2012 iadGdnillion and $35 million and the three andrsianths ended June 30, 2011 include $5 million é&®irdillion of
stock-based compensation expense related to neexstthg unvested equity awards. The six montited June 30, 2012 and 2011 include $(12) milliweh &(21)
million related primarily to the reclassificatiorof "Stock-based compensation” to "Common stoaked$for the issuance of common stock after appleaquity award
vesting periods and tax adjustments related tdk-based compensatio

(d) The 2011 periods include $123 million for the 2®Lirchase Contracts and $18 million of related éembexpenses, net of t

(e) "Earnings reinvested" includes dividends and din@lequivalents on PPL Corporation common stockrastticted stock units. "Noncontrolling interesistludes
dividends, redemptions and distributions to noneaiitig interests. In June 2012, PPL Electric mded all of its outstanding preference stock atvpare, $250 million in
the aggregate. See Note 7 for additional inforoma

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

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Operating Revenues
Wholesale energy marketit
Realized $ 1,083 $ 732 $ 2,291 $ 1,770
Unrealized economic activity (Note 1 (458 (44) 394 13
Wholesale energy marketing to affilic 17 4 38 10
Unregulated retail electric and ¢ 180 181 404 328
Net energy trading margir 10 10 18 21
Energy-related businesst 112 114 208 224
Total Operating Revenus 944 997 3,353 2,366
Operating Expenses
Operation
Fuel 196 208 407 468
Energy purchase
Realized 635 226 1,294 540
Unrealized economic activity (Note 1 (442 (109 149 (127
Energy purchases from affilia 1 1 2
Other operation and maintenar 294 288 549 533
Depreciatior 69 60 133 119
Taxes, other than incon 17 16 35 32
Energy-related businesst 109 112 201 220
Total Operating Expenst 878 802 2,769 1,787
Operating Income 66 195 584 579
Other Income (Expens- net 5 4 10 18
Othe-Thar-Temporary Impairment 1 1 1
Interest Income from Affiliate 1 1 1 4
Interest Expens 43 51 80 98
Income from Continuing Operations Before Income Tars 28 149 514 502
Income Taxe: 9 59 186 201
Income from Continuing Operations After Income Taxes 19 90 328 301
Income (Loss) from Discontinued Operations (neghobme taxes 1) 2
$ 19 $ 89 $ 328 $ 303

Net Income Attributable to PPL Energy Supply

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

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Net income

Other comprehensive income (loss
Amounts arising during the peri- gains (losses), net of tax (expen
benefit:
Available-for-sale securities, net of tax of $8, ($1), ($20),34
Qualifying derivatives, net of tax of $5, $13, ($5@21)
Reclassifications to net incor- (gains) losses, net of tax expe!
(benefit):
Available-for-sale securities, net of tax of $1, $0, $3
Quialifying derivatives, net of tax of $75, $49, 816103
Equity investee's other comprehensive (income) lossof
tax of $0, $0, $0, $
Defined benefit plans
Prior service costs, net of tax of $0, ($1), (3$2)
Net actuarial loss, net of tax of ($2), ($1), S1LX
Total other comprehensive income (loss) attributald to
PPL Energy Supply

Comprehensive income (loss) attributable to PPL Errgy Supply

Three Months Ended

Six Months Ended

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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June 30, June 30,
2012 2011 2012 2011
$ 19 $ 89 $ 328 $ 303
(7 1 15 13
9) (21) 47 29
(1) (1) (4) (8)
(108 (68) (247 (147
1 3
2 1 3 2
1 1 6 2
(122 (86) (180 (106
$ (103 3 $ 148 $ 197




CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie

Depreciatior
Amortization
Defined benefit plan- expenst
Deferred income taxes and investment tax cre
Unrealized (gains) losses on derivatives, and dikdging activitie:
Other
Change in current assets and current liabil
Accounts receivabl
Accounts payabl
Unbilled revenue
Fuel, materials and suppli
Taxes
Counterparty collater:
Other
Other operating activitie
Defined benefit plan- funding
Other asset
Other liabilities

Net cash provided by operating activit
Cash Flows from Investing Activities
Expenditures for property, plant and equipn
Proceeds from the sale of certain -core generation facilitie
Ironwood Acquisition, net of cash acquir
Purchases of nuclear plant decommissioning trustsiiment:

Proceeds from the sale of nuclear plant decomnmisgjdrust investment

Net (increase) decrease in notes receivable fréiliateds
Net (increase) decrease in restricted cash anderpshalents
Other investing activitie
Net cash provided by (used in) investing activi
Cash Flows from Financing Activities
Contributions from membe
Distributions to membe
Cash included in net assets of subsidiary disteithti® membe
Net increase (decrease) in skterm debr
Other financing activitie
Net cash provided by (used in) financing activi
Net Increase (Decrease) in Cash and Cash Equivalst
Cash and Cash Equivalents at Beginning of Pe

Cash and Cash Equivalents at End of Pe

Six Months Ended June 30

2012 2011

$ 328 $ 303
133 120
57 50
22 17
165 186
(216, (163,
28 29
@) 57
(57) (104
61 126
(74) (26)
(58) 31
57 (258,
(40) (43)
(69) (137,
(19) (25)
(8) 25
308 188
(316, (324
381

(84)
(85) (107,
79 100
198 (37)
57 (14)
(22) (35)
(173 (36)
472 168
(657 (134
(325,
120 (100

©)
(68) (391
67 (239
379 661
$ 446 $ 422

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

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Assets

Current Assets
Cash and cash equivalel
Restricted cash and cash equivalt
Accounts receivable (less reserve: 2012, $23; 2613)
Customel
Other
Accounts receivable from affiliate
Unbilled revenue
Note receivable from affiliat
Fuel, materials and suppli
Prepayment
Price risk management ass
Other current asse
Total Current Asset

Investments
Nuclear plant decommissioning trust fur
Other investment
Total Investment

Property, Plant and Equipment

Non-regulated property, plant and equipm
Generatior
Nuclear fuel
Other

Less: accumulated depreciati- nor-regulated property, plant and equipm
Non-regulated property, plant and equipment,

Construction work in progre:

Property, Plant and Equipment, net

Other Noncurrent Assets
Goodwill
Other intangibles (e
Price risk management ass

Other noncurrent asse
Total Other Noncurrent Asse

Total Assets

June 30, December 31,
2012 2011
$ 446 $ 379
93 145
181 169
22 31
89 89
341 402
198
372 298
44 14
2,471 2,527
12 11
4,071 4,263
681 640
42 40
723 680
11,191 10,517
524 457
253 245
5,649 5,573
6,319 5,646
810 840
7,129 6,486
86 86
244 386
1,035 896
387 382
1,752 1,750
$ 13,675 $ 13,179

(a) Both June 30, 2012 and December 31, 2011 includé $4llion of PP&E, consisting primarily of "Genei@n," including leasehold improvements, and $10iom and $11
million of "Other intangibles" from the consolidati of a VIE that is the owner/lessor of the Lowetr Blethel plant

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

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Liabilities and Equity

Current Liabilities
Shor-term deb!
Long-term debt due within one ye
Accounts payabl
Accounts payable to affiliate
Taxes
Interest
Price risk management liabilitit
Counterparty collater:
Deferred income taxe
Other current liabilitie:
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxe
Investment tax credit
Price risk management liabilitit
Accrued pension obligatior
Asset retirement obligatior
Other deferred credits and noncurrent liabili
Total Deferred Credits and Other Noncurrent Lidiei

Commitments and Contingent Liabilities (Note 10)

Equity
Member's equit
Noncontrolling interest
Total Equity

Total Liabilities and Equity

June 30, December 31,
2012 2011

$ 520 $ 400
12

428 472

5 14

32 90

31 30

1,570 1,560

205 148

296 315

209 196

3,308 3,225

3,267 3,024

1,286 1,223

159 136

958 785

156 214

359 349

182 186

3,100 2,893

3,982 4,019

18 18

4,000 4,037

$ 13,675 $ 13,179

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

PPL Energy Supply, LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

March 31, 2012

Net income

Other comprehensive income (lo
Contributions from membe

Distributions
June 30, 2012

December 31, 2011

Net income

Other comprehensive income (lo:
Contributions from membe
Distributions

June 30, 2012

March 31, 2011

Net income

Other comprehensive income (lo
Contributions from membe

Distributions
June 30, 2011

December 31, 2010

Net income

Other comprehensive income (lo:

Contributions from membe

Distributions

Distribution of membership interest in PPL Glohe)

June 30, 2011

Non-
Member's controlling
equity interests Total

$ 3,713 $ 18 $ 3,731
19 19

(122 (122

472 472

(100 (100

$ 3,982 $ 18 $ 4,000
$ 4,019 $ 18 $ 4,037
328 328

(180 (180

472 472

(657 (657

$ 3,982 $ 18 $ 4,000
$ 3,316 $ 18 $ 3,334
89 89

(86) (86)

168 168

(53) (53)

$ 3,434 $ 18 $ 3,452
$ 4,491 $ 18 $ 4,509
303 303

(106 (106

168 168

(134 (134

(1,288 (1,288

$ 3,434 $ 18 $ 3,452

(@) InJanuary 2011, PPL Energy Supply distributeeiitsre membership interest in PPL Global to PPLrgn&upply's parent, PPL Energy Funding. The ithistion was
made based on the book value of the assets arilitieabof PPL Global with financial effect as aiduary 1, 2011, and no gains or losses were rezegoin the

distribution.

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

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

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Operating Revenues
Retail electric $ 403 $ 436 $ 860 $ 990
Electric revenue from affiliat 1 4 2 8
Total Operating Revenur 404 440 862 998
Operating Expenses
Operation
Energy purchase 120 169 273 420
Energy purchases from affilia 17 4 38 10
Other operation and maintenar 143 126 283 256
Depreciatior 39 37 78 70
Taxes, other than incon 22 22 48 57
Total Operating Expenst 341 358 720 813
Operating Income 63 82 142 185
Other Income (Expens- net 1 1 3 1
Interest Expens 24 24 48 48
Income Before Income Taxe: 40 59 97 138
Income Taxe: 11 19 31 42
Net Income (a) 29 40 66 96
Distributions on Preference Sto 4 4 8
Net Income Available to PPL Corporation $ 29 % 36 $ 62 $ 88

(@) Netincome approximates comprehensive incc
The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net caskigeal by (used in) operating activiti

Depreciatior
Amortization
Defined benefit plan- expenst
Deferred income taxes and investment tax cre
Other
Change in current assets and current liabil
Accounts receivabl
Accounts payabl
Unbilled revenue
Prepayment
Regulatory assets and liabiliti
Taxes
Other
Other operating activitie
Defined benefit plan- funding
Other asset

Other liabilities

Net cash provided by (used in) operating activi

Cash Flows from Investing Activities
Expenditures for property, plant and equipn
Other investing activitie

Net cash provided by (used in) investing activi

Cash Flows from Financing Activities
Redemption of preference stc
Payment of common stock dividends to pa
Net increase (decrease) in note payable to a#fi
Net increase (decrease) in skterm debr
Distributions on preference stock

Net cash provided by (used in) financing activi

Net Increase (Decrease) in Cash and Cash Equivalst

Cash and Cash Equivalents at Beginning of Pe
Cash and Cash Equivalents at End of Pe

Six Months Ended

June 30,
2012 2011
66 $ 96
78 70
9
11 9
59 (29
5 2
19 (48)
(37 (75)
11 47
(18) 38
(12 63
10
(11 (16)
(54) (102
2 @)
(27 )
101 63
(256 (244
1) 4
(257 (240
(250
(56 (52)
37
195
(8) (8)
(119 (23)
(275 (200
320 204
45 $ 4

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




CONDENSED CONSOLIDATED BALANCE SHEETS

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

June 30, December 31
2012 2011
Assets
Current Assets
Cash and cash equivalel $ 45 $ 320
Accounts receivable (less reserve; 2012, $18; 2817)
Customel 261 271
Other 6 9
Accounts receivable from affiliate 30 35
Unbilled revenue 87 98
Materials and supplie 38 42
Prepayment 96 78
Other current assets 29 30
Total Current Assets 592 883
Property, Plant and Equipment
Regulated utility plan 6,024 5,830
Less: accumulated depreciation - regulated ufilignt 2,269 2,217
Regulated utility plant, ne 3,755 3,613
Other, ne 2 2
Construction work in progress 262 242
Property, Plant and Equipment, net 4,019 3,857
Other Noncurrent Assets
Regulatory asse 734 729
Intangibles 161 155
Other noncurrent assets 80 81
Total Other Noncurrent Assets 975 965
Total Assets $ 5,586 $ 5,705

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

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

Liabilities and Equity

Current Liabilities
Shor-term debt
Accounts payabl
Accounts payable to affiliate
Interest
Regulatory liabilities
Customer deposits and prepayme
Vacation
Other current liabilitie:

Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxe
Investment tax credi
Accrued pension obligatior
Regulatory liabilities
Other deferred credits and noncurrent liabili
Total Deferred Credits and Other Noncurrent Lidieti

Commitments and Contingent Liabilities (Notes 6 andL0)

Shareowners' Equity
Preference stoc
Common stocl- no par value (s
Additional paic-in capital
Earnings reinveste
Total Equity

Total Liabilities and Equity

(@) 170,000 shares authorized; 66,368 shares issueduasiéinding at June 30, 2012 and December 31,

June 30, December 31
2012 2011
195
154 $ 171
49 64
23 24
42 53
29 39
23 22
39 47
554 420
1,718 1,718
1,168 1,115
4 5
139 186
9 7
113 129
1,433 1,442
250
364 364
979 979
538 532
1,881 2,125
5,586 $ 5,705

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

PPL Electric Utilities Corporation and Subsidiaries

(Unaudited)
(Millions of Dollars)

March 31, 2012

Net income

Redemption of preference stock

Cash dividends declared on common si

June 30, 201

December 31, 201

Net income

Redemption of preference stock

Cash dividends declared on preference s

Cash dividends declared on common si
June 30, 201:

March 31, 2011

Net income

Cash dividends declared on preference s
Cash dividends declared on common si

June 30, 2011

December 31, 2010

Net income

Cash dividends declared on preference s
Cash dividends declared on common si

June 30, 2011

(@) Shares in thousands. All common shares of PPLifidestock are owned by PP

(b) InJune 2012, PPL Electric redeemed all of its tamiding preference stock. See Note 7 for additioi@armation.

The accompanying Notes to Condensed Financial Statements are an integral part of the financial statements.
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Common
stock
shares Additional
outstanding Preference Common paid-in Earnings

(a) stock stock capital reinvested Total
66,368 $ 250 $ 364 $ 979 $ 530 2,123
29 29
(250 (250
(21) (21)
66,368 $ $ 364 $ 979 $ 538 1,881
66,368 $ 250 $ 364 $ 979 $ 532 2,125
66 66
(250 (250
4) (4)
(56) (56)
66,368 $ $ 364 $ 979 $ 538 1,881
66,368 $ 250 $ 364 $ 879 $ 485 1,978
40 40
(4) (4)
(34) (34)
66,368 $ 250 $ 364 $ 879 $ 487 1,980
66,368 $ 250 $ 364 $ 879 $ 451 1,944
96 96
(8) (8)
(52) (52)
66,368 $ 250 $ 364 $ 879 $ 487 1,980




(THIS PAGE LEFT BLANK INTENTIONALLY'.)

21




CONDENSED CONSOLIDATED STATEMENTS OF INCOME

LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Operating Revenues
Operating Expenses
Operation
Fuel
Energy purchase
Other operation and maintenar
Depreciatior
Taxes, other than income
Total Operating Expenses

Operating Income

Other Income (Expens- net

Interest Expense

Income from Continuing Operations Before Income Tags
Income Taxes

Income from Continuing Operations After Income Taxes
Income (Loss) from Discontinued Operations (nehobme taxes)

Net Income (a)

(@) Netincome approximates comprehensive inci

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
$ 658 $ 638 $ 1,363 $ 1,404
215 206 428 421
34 40 108 147
197 198 403 379
86 84 172 165
12 9 23 18
544 537 1,134 1,130
114 101 229 274
(7) (10) 1)
37 36 75 72
70 65 144 201
20 24 41 73
50 41 103 128
(6) (6)
$ 44 $ 41 $ 97 $ 128

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

LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie

Depreciatior
Amortization
Defined benefit plan- expenst
Deferred income taxes and investment tax cre
Other
Change in current assets and current liabil
Accounts receivabl
Accounts payabl
Unbilled revenue
Fuel, materials and suppli
Income tax receivabl
Taxes
Other
Other operating activitie
Defined benefit plan- funding
Other asset
Other liabilities

Net cash provided by operating activit
Cash Flows from Investing Activities
Expenditures for property, plant and equipn
Proceeds from the sale of other investm:
Net (increase) decrease in notes receivable frditiatds
Net (increase) decrease in restricted cash anderpshalents

Net cash provided by (used in) investing activi
Cash Flows from Financing Activities
Net increase (decrease) in sl-term debt
Debt issuance and credit facility co
Distributions to member

Net cash provided by (used in) financing activi
Net Increase (Decrease) in Cash and Cash Equivalsr

Cash and Cash Equivalents at Beginning of Pe
Cash and Cash Equivalents at End of Pe

Six Months Ended June 30

2012
$ 97 128
172 165
14 13
20 25
56 146
(2 (15)
(11) 17
17 (20)
1 38
1 42
2 40
33 (6)
(8) (18)
(62) (157
(1)
24 10
354 407
(324 (180
163
3 (29)
2 “)
(323 (50)
(163
(1) ()
(60) (146
(61) (312
(30) 45
59 11
$ 29 56

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

LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Assets

Current Assets
Cash and cash equivalel

Accounts receivable (less reserve:; 2012, $19; 2817)

Customel

Other
Unbilled revenue
Fuel, materials and suppli
Prepayment
Notes receivable from affiliate
Income taxes receivab
Deferred income taxe
Regulatory asse
Other current assets

Total Current Assets
Investments

Property, Plant and Equipment
Regulated utility plan
Less: accumulated depreciation - regulated ufilignt
Regulated utility plant, ne
Other, ne
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
Regulatory asse
Goodwill
Other intangible:

Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

June 30, December 31
2012 2011
$ 29 $ 59
145 129
13 20
145 146
281 283
28 22
12 15
1 3
104 17
17 9
4 3
779 706
21 31
7,758 7,519
397 277
7,361 7,242
2 2
574 557
7,937 7,801
601 620
996 996
290 314
113 108
2,000 2,038
$ 10,737 $ 10,576

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

LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Liabilities and Equity

Current Liabilities
Accounts payabl
Accounts payable to affiliate
Customer deposi
Taxes
Regulatory liabilities
Interest
Salaries and benefi

Other current liabilitie:
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxe
Investment tax credit
Accrued pension obligatior
Asset retirement obligatior
Regulatory liabilities
Price risk management liabiliti¢
Other deferred credits and noncurrent liabili

Total Deferred Credits and Other Noncurrent Lidiesi

Commitments and Contingent Liabilities (Notes 6 andL0)

Member's equity

Total Liabilities and Equity

June 30, December 31
2012 2011
$ 214 $ 224
2 2
47 45
58 25
16 20
22 23
51 59
45 35
455 433
4,074 4,073
563 413
141 144
313 359
118 116
994 1,003
57 55
248 239
2,434 2,329
3,774 3,741
$ 10,737 $ 10,576

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

LG&E and KU Energy LLC and Subsidiaries
(Unaudited)
(Millions of Dollars)

Member's
Equity
March 31, 2012 $ 3,765
Net income 44
Distributions to membe (35)
June 30, 2012 $ 3774
December 31, 201 $ 3,741
Net income 97
Distributions to membe (60)
Other comprehensive income (lo: 4)
June 30, 201: $ 3774
March 31, 2011 $ 4,042
Net income 41
Distributions to member (92)
June 30, 2011 $ 399
December 31, 201! $ 4,011
Net income 128
Distributions to membe (146,
Other comprehensive income (lo (2
June 30, 2011 $ 399

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

(Unaudited)
(Millions of Dollars)

Operating Revenues
Retail and wholesal
Electric revenue from affiliate
Total Operating Revenues

Operating Expenses
Operation
Fuel
Energy purchase
Energy purchases from affilia
Other operation and maintenar
Depreciatior
Taxes, other than income

Total Operating Expenses
Operating Income
Other Income (Expens- net
Interest Expense
Income Before Income Taxe:

Income Taxes

Net Income (a)

(@) Netincome approximates comprehensive inc

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
$ 286 $ 280 $ 615 $ 651
18 17 42 44
304 297 657 695
92 82 181 167
23 32 92 131
2 7 6 18
92 91 190 181
38 37 76 73
6 5 11 9
253 254 556 579
51 43 101 116
(1) 1
10 12 21 23
40 32 80 93
14 12 29 34
$ 26 $ 20 $ 51 $ 59

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




CONDENSED STATEMENTS OF CASH FLOWS

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

Cash Flows from Operating Activities
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie

Depreciatior
Amortization
Defined benefit plan- expenst
Deferred income taxes and investment tax cre
Other
Change in current assets and current liabil
Accounts receivabl
Accounts payabl
Accounts payable to affiliate
Unbilled revenue
Fuel, materials and suppli
Other
Other operating activitie
Defined benefit plan- funding
Other asset
Other liabilities
Net cash provided by operating activit
Cash Flows from Investing Activities
Expenditures for property, plant and equipn
Proceeds from the sale of other investm
Net (increase) decrease in notes receivable frditiatds
Net (increase) decrease in restricted cash anderpsghalent:

Net cash provided by (used in) investing activi
Cash Flows from Financing Activities
Net increase (decrease) in notes payable withzéd
Net increase (decrease) in sl-term debt
Debt issuance and credit facility co
Payment of common stock dividends to parent

Net cash provided by (used in) financing activi
Net Increase (Decrease) in Cash and Cash Equivalsr
Cash and Cash Equivalents at Beginning of Pe

Cash and Cash Equivalents at End of Pe

Six Months Ended June 30

2012 2011
$ 51 59
76 73
6 6
9 11
28 27
(6)
(11) 24
11 (11)
(10) (7)
6 27
6 41
19 (9)
(25) (67)
(1)
1 3
160 177
(120 (79)
163
(6)
(2 “)
(128 80
(12)
(163
(1) (1)
By (42)
(32) (218
39
25 2
$ 25 41

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

Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

Assets

Current Assets
Cash and cash equivalel
Accounts receivable (less reserve: 2012, $2; 262)1
Customel
Other
Unbilled revenue
Accounts receivable from affiliate
Fuel, materials and suppli
Prepayment
Notes receivable from affiliate
Income taxes receivab
Deferred income taxe
Regulatory asse
Other current assets

Total Current Assets

Property, Plant and Equipment
Regulated utility plan
Less: accumulated depreciation - regulated ufiignt
Regulated utility plant, ne
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
Regulatory asse
Goodwill
Other intangible:

Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

June 30, December 31
2012 2011
$ 25 $ 25
64 60
6 9
59 65
21 11
136 142
10 7
6
4
2 2
13 9
1
343 334
3,077 2,956
168 116
2,909 2,840
182 215
3,091 3,055
391 403
389 389
155 166
42 40
977 998
$ 4411 $ 4,387

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

Louisville Gas and Electric Company
(Unaudited)
(Millions of Dollars, shares in thousands)

Liabilities and Equity

Current Liabilities
Accounts payabl
Accounts payable to affiliate
Customer deposi
Taxes
Regulatory liabilities
Interest
Salaries and benefi
Other current liabilitie:
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities

Deferred income taxe
Investment tax credit

Accrued pension obligatior
Asset retirement obligatior
Regulatory liabilities

Price risk management liabiliti¢

Other deferred credits and noncurrent liabili
Total Deferred Credits and Other Noncurrent Lidiesi

Commitments and Contingent Liabilities (Notes 6 andL0)

Stockholder's Equity
Common stocl- no par value (8
Additional paic-in capital
Earnings reinveste
Total Equity

Total Liabilities and Equity

(@) 75,000 shares authorized; 21,294 shares issuedwusi@dnding at June 30, 2012 and December 31, :

June 30, December 31
2012 2011

93 $ 94
16 26
23 22
28 13

7 10

6 6

13 14
20 14
206 199
1,112 1,112
506 475
41 43
71 95
55 55
472 478
57 55
109 113
1,311 1,314
424 424
1,278 1,278
80 60
1,782 1,762
4411 $ 4,387

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

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

March 31, 2012
Net income

Cash dividends declared on common si
June 30, 201:

December 31, 201
Net income

Cash dividends declared on common si
June 30, 2012
March 31, 2011

Net income
Cash dividends declared on common stock

June 30, 2011

December 31, 201
Net income
Cash dividends declared on common stock

June 30, 2011

(@) Shares in thousands. All common shares of LG&Ekstwe owned by LKE

Common
stock
shares Additional
outstanding Common paid-in Earnings
(a) stock capital reinvested Total
21,294 $ 424 1,278 70 $ 1,772
26 26
(16) (16)
21,294 $ 424 1,278 80 $ 1,782
21,294 $ 424 1,278 60 $ 1,762
51 51
(31) (31)
21,294 $ 424 1,278 80 $ 1,782
21,294 $ 424 1,278 41 $ 1,743
20 20
(25) (25)
21,294 $ 424 1,278 36 $ 1,738
21,294 $ 424 1,278 19 $ 1,721
59 59
(42) (42)
21,294 $ 424 1,278 36 $ 1,738

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

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Operating Revenues
Retail and wholesal
Electric revenue from affiliate
Total Operating Revenues

Operating Expenses
Operation
Fuel
Energy purchase
Energy purchases from affilia
Other operation and maintenar
Depreciatior
Taxes, other than income
Total Operating Expenses

Operating Income

Other Income (Expens- net
Interest Expense

Income Before Income Taxe:

Income Taxes

Net Income (a)

(@) Netincome approximates comprehensive inc

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
$ 372 $ 358 $ 748 $ 753
2 7 6 18
374 365 754 771
123 124 247 254
11 8 16 16
18 17 42 44
98 100 193 184
48 47 96 92
6 4 12 9
304 300 606 599
70 65 148 172
(5 (6) 1
17 17 34 35
48 48 108 138
18 18 40 50
$ 30 $ 30 $ 68 $ 88

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




CONDENSED STATEMENTS OF CASH FLOWS

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Cash Flows from Operating Activities

Net income

Adjustments to reconcile net income to net caskigeal by operating activitie
Depreciatior
Amortization
Defined benefit plan- expenst
Deferred income taxes and investment tax cre
Other

Change in current assets and current liabil
Accounts receivabl
Accounts payabl
Accounts payable to affiliate
Unbilled revenue
Fuel, materials and suppli
Other

Other operating activitie
Defined benefit plan- funding
Other asset
Other liabilities

Net cash provided by operating activit
Cash Flows from Investing Activities
Expenditures for property, plant and equipment
Net cash provided by (used in) investing activi
Cash Flows from Financing Activities
Net increase (decrease) in notes payable withaaéd
Debt issuance and credit facility co
Payment of common stock dividends to parent
Net cash provided by (used in) financing activi
Net Increase (Decrease) in Cash and Cash Equivalsr
Cash and Cash Equivalents at Beginning of Pe

Cash and Cash Equivalents at End of Pe

Six Months Ended June 30

2012 2011
$ 68 $ 88
96 92

7 6

5 7

53 49

(10)

(24) 15

12 2

1 (19)

(5) 11

(3) I

15 (15)

(18) (45)

(1)

10 4

217 185

(203 (101
(203 (101

6 (10)

(2)

(48) (68)

(42) (80)

(28) 4

31 3

$ 3 % 7

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

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

Assets

Current Assets
Cash and cash equivalel
Accounts receivable (less reserve: 2012, $2; 262)1
Customel
Other
Unbilled revenue
Accounts receivable from affiliate
Fuel, materials and suppli
Prepayment
Income taxes receivab
Deferred income taxe
Regulatory asse
Other current assets

Total Current Assets
Investments

Property, Plant and Equipment
Regulated utility plan
Less: accumulated depreciation - regulated ufilignt
Regulated utility plant, ne
Construction work in progress
Property, Plant and Equipment, net

Other Noncurrent Assets
Regulatory asse
Goodwill
Other intangible!

Other noncurrent assets

Total Other Noncurrent Assets

Total Assets

June 30, December 31
2012 2011
$ 3% 31
81 69
7 9
86 81
15
145 141
11 7
1 5
5 5
4
5 3
363 351
20 31
4,681 4,563
229 161
4,452 4,402
390 340
4,842 4,742
210 217
607 607
135 148
60 60
1,012 1,032
$ 6,237 $ 6,156

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

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

Liabilities and Equity

Current Liabilities
Notes payable with affiliate
Accounts payabl
Accounts payable to affiliate
Customer deposi
Taxes
Regulatory liabilities
Interest
Salaries and benefi
Other current liabilitie:
Total Current Liabilities

Long-term Debt

Deferred Credits and Other Noncurrent Liabilities
Deferred income taxe
Investment tax credit
Accrued pension obligatior
Asset retirement obligatior
Regulatory liabilities
Other deferred credits and noncurrent liabili
Total Deferred Credits and Other Noncurrent Lidiexi

Commitments and Contingent Liabilities (Notes 6 andL0)

Stockholder's Equity
Common stocl- no par value (8
Additional paic-in capital
Accumulated other comprehensive income (1
Earnings reinveste
Total Equity

Total Liabilities and Equity

(@) 80,000 shares authorized; 37,818 shares issuedust@dnding at June 30, 2012 and December 31, :

June 30, December 31,
2012 2011
6
111 $ 112
35 33
24 23
23 11
9 10
10 11
13 15
20 13
251 228
1,842 1,842
537 484
100 101
71 83
63 61
522 525
90 87
1,383 1,341
308 308
2,348 2,348
(4)
109 89
2,761 2,745
6,237 $ 6,156

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




CONDENSED STATEMENTS OF EQUITY

Kentucky Utilities Company
(Unaudited)
(Millions of Dollars)

Common Accumulated
stock other
shares Additional comprehensive
outstanding Common paid-in Earnings income
(a) stock capital reinvested (loss) Total
March 31, 2012 37,818 $ 308 $ 2348 % 103 $ 4 $ 2,755
Net income 30 30
Cash dividends declared on common stock (24) (24)
June 30, 2012 37,818 $ 308 $ 2,348 $ 109 $ 4 $ 2761
December 31, 201 37,818 $ 308 $ 2,348 % 89 $ 2,745
Net income 68 68
Cash dividends declared on common si (48) (48)
Other comprehensive income (lo $ 4) 4
June 30, 2012 37,818 $ 308 $ 2,348 $ 109 $ 4 $ 2761
March 31, 2011 37,818 $ 308 $ 2348 % 62 $ s 2,717
Net income 30 30
Cash dividends declared on common stock (37) (37)
June 30, 2011 37,818 $ 308 $ 2,348 $ 55 % (1) $ 2,710
December 31, 201! 37,818 $ 308 $ 2348 % 35 $ 2,691
Net income 88 88
Cash dividends declared on common si (68) (68)
Other comprehensive income (lo $ 1) 1)
June 30, 2011 37,818 $ 308 $ 2,348 $ 55 $ 1 $ 2,710

(@) Shares in thousands. All common shares of KU stwelowned by LKE

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

38




Combined Notes to Condensed Financial Statements fdudited)

1. Interim Financial Statements
(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

Capitalized terms and abbreviations appearingeruttaudited combined notes to condensed finarteigdments are defined in the
glossary. Dollars are in millions, except per shdata, unless otherwise noted.

The accompanying unaudited condensed financia@rstts have been prepared in accordance with ateguaminciples generally accepted
in the U.S. for interim financial information andtkvthe instructions to Form 10-Q and Article 10R¥gulation S-X and, therefore, do not
include all of the information and footnotes regdiby accounting principles generally acceptedhén.S. for complete financial
statements. In the opinion of management, allsidjants considered necessary for a fair presentiatiaccordance with accounting
principles generally accepted in the U.S. are c&die in the condensed financial statements. Allsithents are of a normal recurring nature,
except as otherwise disclosed. Each RegistraatenBe Sheet at December 31, 2011 is derived fnatnRegistrant's 2011 audited Balance
Sheet. The financial statements and notes thehetold be read in conjunction with the financiatsments and notes contained in each
Registrant's 2011 Form 10-K. The results of opemnatfor the three and six months ended June 3I®,24re not necessarily indicative of the
results to be expected for the full year endingddelger 31, 2012, or other future periods, becawsdtsefor interim periods can be
disproportionately influenced by various factorsyelopments and seasonal variations.

The classification of certain prior period amoumds been changed to conform to the presentatitheidune 30, 2012 financial statements.
(PPL)

On April 1, 2011, PPL, through its indirect, whobiyned subsidiary PPL WEM, completed its acquisitib all of the outstanding ordinary
share capital of Central Networks East plc and @¢htetworks Limited, the sole owner of Central Wetks West plc, together with certain
other related assets and liabilities (collectiveferred to as Central Networks and subsequentiymed WPD Midlands), from subsidiarie:
E.ON AG. PPL consolidates WPD, including WPD Miulg, on a one-month lag. Material intervening évesuch as debt issuances that
occur in the lag period, are recognized in theentrperiod financial statements. Events that gmfecant but not material are

disclosed. Therefore, the periods ended June@®® iclude three and six months of WPD Midlandsuits, compared with two months for
the same periods in 2011. See Note 8 for additiof@mation on the acquisition.

(PPL and PPL Energy Supply)

In April 2012, an indirect, wholly owned subsidiasf/PPL Energy Supply completed the Ironwood Acitiois. See Note 8 for additional
information.

2. Summary of Significant Accounting Policies
(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

The following accounting policy disclosures repraagpdates to Note 1 in each Registrant's 2011 Adii and should be read in
conjunction with those disclosures.

Accounts ReceivablgPPL, PPL Energy Supply and PPL Electric)

PPL Electric's customers may choose an alternatipelier for their generation supply. In accordanith a PUC-approved purchase of
accounts receivable program, PPL Electric continagairchase certain accounts receivable fromradtare suppliers at a nominal discount,
which reflects a provision for uncollectible acctinThe alternative suppliers (including PPL Hiets affiliate, PPL EnergyPlus) have no
continuing involvement or interest in the purchagedounts receivable. The purchased accounts/edideiare initially recorded at fair value
using a market approach based on the purchasepaidend are classified as Level 2 in the faiugdiierarchy. PPL Electric receives a
nominal fee for administering its program. Durthg three and six months ended June 30, 2012, RRtriE purchased $184 million and
$422 million of accounts receivable from unaffiédtthird parties and $74 million and $156 millisarh its affiliate, PPL EnergyPlus. Duri
the three and six months ended June 30, 2011, RRetrie purchased $198 million and $452 millionaacounts receivable from unaffiliated
third parties and $59 million and $120 million frats affiliate, PPL EnergyPlus.
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New Accounting Guidance AdoptedPPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

Fair Value Measurements

Effective January 1, 2012, the Registrants prospalgtadopted accounting guidance that was isso@tarify existing fair value measurem
guidance and to enhance fair value disclosure& atlditional disclosures required by this guidanckide quantitative information about
significant unobservable inputs used for Level Zasuements, qualitative information about the s$itsiof recurring Level 3
measurements, information about any transfers twevels 1 and 2 of the fair value hierarchy, infation about when the current use of a
non-financial asset is different from the highesd &est use, and the fair value hierarchy clasditio for assets and liabilities whose fair
value is disclosed only in the notes to the finahsiatements.

The adoption of this standard resulted in additiématnote disclosures but did not have a signiftampact on the Registrants. See Note 13
for additional disclosures required by this guidanc

Testing Goodwill for Impairment

Effective January 1, 2012, the Registrants prospalgtadopted accounting guidance which allows mtityeto elect the option to first make a
gualitative evaluation about the likelihood of ampiairment of goodwill. If, based on this assesdntbe entity determines it is not more
likely than not that the fair value of a reportimgit is less than the carrying amount, the two-giepdwill impairment test is not

necessary. However, the first step of the impaitnbest is required if an entity concludes it isrentikely than not the fair value of a reporti
unit is less than the carrying amount based omjtiaditative assessment.

The adoption of this standard did not have a sicanit impact on the Registrants.

3. Segment and Related Information

(PPL)

See Note 2 in PPL's 2011 Form 10-K for a discusefaeportable segments. In 2012, the InternatiBegulated segment was renamed the
U.K. Regulated segment to more specifically refteetfocus of this segment. Other than the naraegd, there were no other changes tc
segment. Because the acquisition of WPD Midlaratsioed on April 1, 2011, and PPL consolidates W Blands on a one-month lag, the
operating results of the U.K. Regulated segmenhateomparable between 2012 and 2011.

Financial data for the segments for the periodeéddine 30 are:

Three Months Six Months
2012 2011 2012 2011

Income Statement Data
Revenues from external custom

Kentucky Regulate $ 658 $ 638 $ 1,363 $ 1,404

U.K. Regulatec 557 420 1,119 645

Pennsylvania Regulate 403 436 860 990

Supply (a) 931 995 3,319 2,360
Total $ 2,549 $ 2,489 $ 6,661 $ 5,399
Intersegment electric revenu

Pennsylvania Regulate $ 13 4 $ 2 3 8

Supply 17 4 38 10
Net Income Attributable to PP

Kentucky Regulate $ 34 $ 31 % 76 $ 106

U.K. Regulatec 196 38 361 93

Pennsylvania Regulate 29 36 62 88

Supply (a) 12 91 313 310
Total $ 271 $ 196 $ 812 $ 597
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June 30, December 31,

2012 2011
Balance Sheet Data
Assets
Kentucky Regulate $ 10,288 $ 10,229
U.K. Regulatec 13,445 13,364
Pennsylvania Regulate 5,532 5,610
Supply 14,243 13,445
Total asset $ 43,508 $ 42,648

(a) Includes unrealized gains and losses from econantitity. See Note 14 for additional informatic
4. Earnings Per Share
(PPL)

Basic EPS is computed by dividing income availablPPL common shareowners by the weighted-averagwer of common shares
outstanding during the period. Diluted EPS is catag by dividing income available to PPL commonrsbeners by the weighted-average
number of shares outstanding that are increaseatiftitional shares that would be outstanding ieptally dilutive non-participating
securities were converted to common shares aslasdwsing the treasury stock method. In 2012204d, these securities included stock
options and performance units granted under ineertbmpensation plans and the Purchase Contradsiated with Equity Units. In 2012,
these securities also included the PPL common dtyekard sale agreements. See Note 7 for additiof@mation on the forward sale
agreements.

The forward sale agreements were dilutive undetrfasury stock method for the three and six moettied June 30, 2012 because the
average stock price of PPL's common shares excakdddrward sale price indicated in the forwarkk ssgreements.

The Purchase Contracts will be dilutive under thagury stock method if the average VWAP of PPL roam stock for a certain period
exceeds approximately $30.99 and $28.80, for tid 2td 2010 Purchase Contracts. The PurchaseaCtsivere excluded from the diluted
EPS calculations for 2012 and 2011 because thegaticheet this criterion during the three and soaths ended June 30, 2012 and

2011. Subject to antidilution adjustments at JB®e2012, the maximum number of shares issualdettte the Purchase Contracts was 97.8
million shares, including 86.5million shares that could be issued under stanpardisions of the Purchase Contracts and 1inlion

shares that could be issued under make-whole poogisn the event of early settlement upon a Furaddat Change.

Reconciliations of the amounts of income and shaféPL common stock (in thousands) for the peritided June 30 used in the EPS
calculation are:

Three Months Six Months
2012 2011 2012 2011
Income (Numerator)
Income from continuing operations after income saagributable to PP $ 277 % 197 $ 818 $ 595
Less amounts allocated to participating secur 2 1 5 3
Income from continuing operations after income saaeailable to PP
common shareowne $ 275 $ 196 $ 813 $ 592
Income (loss) from discontinued operations (nehobme taxes) availab
to PPL $ 6) $ 1) $ 6) $ 2
Net income attributable to PF $ 271 % 196 $ 812 $ 597
Less amounts allocated to participating secur 2 1 5 3
Net income available to PPL common shareow $ 269 $ 195 $ 807 $ 594
Shares of Common Stock (Denominator)
Weightec-average share- Basic EP< 579,881 561,652 579,462 522,897
Add incremental nc-participating securities
Stock options and performance ur 444 367 465 287
Forward sale agreemer 268 135
580,593 562,018 580,062 523,184

Weighte-average share- Diluted EPS
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Three Months Six Months

2012 2011 2012 2011
Basic EPS
Available to PPL common shareowne
Income from continuing operations after income & $ 0.47 $ 035 $ 140 $ 1.13
Income (loss) from discontinued operations (néhobme taxes (0.01 (0.01 0.01
Netincome $ 046 $ 035 $ 139 $ 1.14
Diluted EPS
Available to PPL common shareowne
Income from continuing operations after income & $ 0.47 $ 035 $ 140 $ 1.13
Income (loss) from discontinued operations (néhobme taxes (0.01 (0.01 0.01
Netincome $ 046 $ 035 $ 139 $ 1.14

For the periods ended June 30, 2012, PPL issuethoomtock related to stock-based compensation pEB®P and DRIP as follows:

(Shares in thousands) Three Months Six Months

Stoclk-based compensation plans 76 353
ESOP 280
DRIP 617 1,175

(&) Includes stock option exercises, vesting of restdstock and restricted stock units and conversfatock units granted to directo

For the periods ended June 30, the following optimnpurchase PPL common stock and performancs weite excluded from the
computations of diluted EPS because the effectavbalie been antidilutive.

Three Months Six Months
(Shares in thousands) 2012 2011 2012 2011
Stock options 6,250 5,045 5,966 5,829
Performance unit 34 1 115 4
5. Income Taxes
Reconciliations of income tax expense for the pkriended June 30 are:
(PPL)
Three Months Six Months
2012 2011 2012 2011
Reconciliation of Income Tax Expens:
Federal income tax on Income from Continuing OpenatBefore
Income Taxes at statutory tax r- 35% $ 128 $ 104 $ 409 $ 323
Increase (decrease) due
State income taxes, net of federal income tax lie 7 14 32 39
State valuation allowance adjustments 11
Impact of lower U.K. income tax rates | (24) (11) (45) (29)
U.S. income tax on foreign earnin- net of foreign tax credit (¢ 1) (11) 1 a7
Federal and state tax reserve adjustm (4) 2) (5) 3)
Foreign tax reserve adjustments (8) (5)
Federal income tax credi 3) 2) ) )
Amortization of investment tax crec 3) (2) (5) (4)
Depreciation not normalized ( 2) 2) (4) (6)
State deferred tax rate change (112)
Net operating loss carryforward adjustments 3) 9)
Nondeductible acquisitic-related costs (¢ 8 8
Other 1 1) @) (6)
Total increase (decreas (40) (8) (62) (4)
Total income taxes from continuing operatic $ 88 $ 9% $ 347 % 319

(@) In February 2011, the Pennsylvania Department oERee issued interpretive guidance on the treatwfembnus depreciation for Pennsylvania incomeptasposes. In
accordance with Corporation Tax Bulletin 2011-0&nisylvania allows 100% bonus depreciation forifpiag assets in the same year bonus depreciagiatiowed for
federal tax purposes. Due to the decrease ingiegj@axable income related to bonus deprecia®, recorded state deferred income tax expensagltire six months
ended June 30, 2011 related to valuation allowal
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Additionally, the 100% Pennsylvania bonus deprémiatieduction created a current state income taefitfor the flow-through impact of Pennsylvanegulated state tax
depreciation. The federal provision for 100% bodepreciation generally applies to property plaicgad service before January 1, 2012. The placestivice deadline is
extended to January 1, 2013 for property that ede&& million, has a production period longer tbae year and has a tax life of at least ten years.

(b) The U.K. Finance Act of 2011, enacted in July 20##iuced the U.K. statutory income tax rate fror2d 26% retroactive to April 1, 2011 and from 26825%
effective April 1, 2012

The U.K. Finance Act of 2010, enacted in July 20&0duced the U.K. statutory income tax rate fror#28 27% effective April 1, 2011.
(c) During the three and six months ended June 30,,29RL recorded a $7 million and $14 million federglome tax benefit related to U.K. pension contfiins.
(d) During the three and six months ended June 30,,Z8RP recorded a tax benefit following resolutidradJ.K. tax issue related to interest expel
(e) During the six months ended June 30, 2012, PPLrdedoan adjustment related to state deferred adiities.

(f) During the three and six months ended June 30,,Z0RP recorded adjustments to deferred taxes tetataet operating loss carryforwards of LKE basedncome tax
return adjustment:

(g) During the three and six months ended June 30,,20RI recorded non-deductible acquisition-relatest< (primarily the U.K. stamp duty tax) associatétth its
acquisition of WPD Midlands

PPL has evaluated the impact of the change inmegsréstimates on its projected annual effectivedatex The result of the change in estin
reduced income tax expense for the three monthesdeiahe 30, 2012 by $13 million ($0.02 per shaasidoand diluted).

In July 2012, the U.K. Finance Act of 2012 (the JAstis enacted. The Act reduced the U.K.'s statutmome tax rate from 25% to 24%,
effective April 1, 2012 and from 24% to 23%, effeetApril 1, 2013. As a result of these changd, Bxpects to record a deferred tax
benefit in the range of $65 million to $75 milliamthe third quarter of 2012.

(PPL Energy Supply)

Three Months Six Months
2012 2011 2012 2011
Reconciliation of Income Tax Expense
Federal income tax on Income from Continuing OpenstBefore
Income Taxes at statutory tax r- 35% $ 10 $ 52 $ 180 $ 176
Increase (decrease) due
State income taxes, net of federal income tax lie 1 10 24 27
State valuation allowance adjustments 6
Federal income tax credi 2) (2) (6) (6)
State deferred tax rate change (112)
Other @ @ @
Total increase (decreas (1) 7 6 25
Total income taxes from continuing operatic $ 9 3 59 3§ 186 $ 201

(@) In February 2011, the Pennsylvania Department oERee issued interpretive guidance on the treatwfembnus depreciation for Pennsylvania incomeptasposes. In
accordance with Corporation Tax Bulletin 2011-0&ni®sylvania allows 100% bonus depreciation forifpiag assets in the same year bonus depreciadiatiowed for

federal tax purposes. Due to the decrease ingiegjgaxable income related to bonus depreciaét, Energy Supply recorded state deferred incomexpense during
the six months ended June 30, 2011 related to tiafuallowances

(b) During the six months ended June 30, 2012, PPLdgm®upply recorded an adjustment related to stfierced tax liabilities

(PPL Electric)

Three Months Six Months
2012 2011 2012 2011
Reconciliation of Income Tax Expense
Federal income tax on Income Before Income Taxstaatitory
tax rate- 35% $ 14 $ 21 $ 34 $ 48
Increase (decrease) due
State income taxes, net of federal income tax lie 8 3 5 7
Federal and state tax reserve adjustm 2) 2) 3) 4)
Federal and state income tax return adjustmen 2)
Depreciation not normalized ( 3) 2) 4) (5)
Other 1) 1) 1) 2
Total increase (decreas (3) (2) (3) (6)
Total income taxe $ 1 3 19 3% 31 % 42

(@) In February 2011, the Pennsylvania Department oERee issued interpretive guidance on the treatwfembnus depreciation for Pennsylvania incomeptasposes. In
accordance with Corporation Tax Bulletin 2011-0&nisylvania allows 100% bonus depreciation forifing assets in the same year bonus depreciagiatiowed for
federal tax purposes. The 100% Pennsylvania bdepeeciation deduction created a current statemiecax benefit for the flow-through impact of Peylmania regulated
state tax depreciation. The federal provisionlf@®% bonus depreciation generally applies to ptgp#aced in service before January 1, 2(
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(LKE)

Reconciliation of Income Tax Expense

Federal income tax on Income from Continuing OpenatBefore

Income Taxes at statutory tax r- 35%
Increase (decrease) due
State income taxes, net of federal income tax lie
Amortization of investment tax crec
Net operating loss carryforward adjustments
Other
Total increase (decreas

Total income taxes from continuing operatic

Three Months Six Months
2012 2011 2012 2011

25 $ 23 $ 50 $ 70
2 2 7

(1) 1) (3) (3)

(3) 9)

1) 1 1)

(5) 1 ) 3

20 $ 24 $ 41 $ 73

(@) During the three and six months ended June 30,,204R recorded adjustments to deferred taxes rélatanet operating loss carryforwards based onmrectax return
adjustments. The impact of these adjustments whmaterial to any previously reported financiatsments, and is not expected to be material tfirthacial statements

for the full year of 2012

(LG&E)

Reconciliation of Income Tax Expens:
Federal income tax on Income Before Income Taxasaatitory
tax rate- 35%
Increase (decrease) due
State income taxes, net of federal income tax lie
Other
Total increase (decreas

Total income taxe

(KU)

Reconciliation of Income Tax Expens:
Federal income tax on Income Before Income Taxasaatitory
tax rate- 35%
Increase (decrease) due
State income taxes, net of federal income tax lie
Other
Total increase (decreas

Total income taxe

Unrecognized Tax Benefit{PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

Changes to unrecognized tax benefits for the psredied June 30 were as follows.

Beginning of perioc

Additions based on tax positions of prior ye

Reductions based on tax positions of prior y«

Additions based on tax positions related to theenryeai
Reductions based on tax positions related to thecuyeal
Lapse of applicable statutes of limitatic

Effects of foreign currency translati
End of perioc

PPL Energy Supply
Beginning of perioc
Additions based on tax positions of prior ye
Reductions based on tax positions of prior y«
Derecognize unrecognized tax benefits (a)

End of perioc
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Three Months Six Months
2012 2011 2012 2011
14 $ 11 $ 28 $ 33
1 1 3 3
1) 2 2
1 1 1
14 $ 12 $ 29 $ 34
Three Months Six Months
2012 2011 2012 2011
17 $ 17 $ 38 $ 48
2 2 4 4
1) 1) 2 2
1 1 2 2
18 $ 18 $ 40 $ 50
Three Months Six Months
2011 2012 2011
121 % 251 $ 145 $ 251
1 4 1
(4) (31)
1
(2) (1) () (2)
(2) (3) (4) (5)
2 5
113 $ 250 $ 113 $ 250
31 $ 28 $ 28 $ 183
4
(1)
(155
31 $ 28 $ 31 $ 28




Three Months Six Months

2012 2011 2012 2011
PPL Electric
Beginning of perioc $ 46 $ 59 $ 73 $ 62
Reductions based on tax positions of prior y: Q) 27)
Additions based on tax positions related to theeniryeal 1
Reductions based on tax positions related to theuyeal Q)
Lapse of applicable statutes of limitatic (2) (3) (4) (5)
End of perioc $ 43 $ 56 $ 43 % 56

(@) Represents unrecognized tax benefits derecognizadesult of PPL Energy Supply's distributiontsfmembership interest in PPL Global to PPL En&ugpply's parent,
PPL Energy Funding. See Note 9 in PPL Energy Stp@D11 Form 1-K for additional information on the distributio

LKE's, LG&E's and KU's unrecognized tax benefitd ahanges in those unrecognized tax benefits aignificant for the three and six
months ended June 30, 2012 and 2011.

At June 30, 2012, it was reasonably possible thehd the next 12 months the total amount of unge@xed tax benefits could increase or
decrease by the following amounts. For LKE, LG&tE &U, no significant changes in unrecognized temdiits are projected over the next
12 months.

Increase Decrease
PPL $ 21 $ 106
PPL Energy Suppl 1 31
PPL Electric 22 38

These potential changes could result from subseégaeagnition, derecognition and/or changes innleasurement of uncertain tax positions
related to the creditability of foreign taxes, thming and utilization of foreign tax credits arfitetrelated impact on alternative minimum tax
and other credits, the timing and/or valuation@tain deductions, intercompany transactions an@myrfiling groups. The events that could
cause these changes are direct settlements wittgtauthorities, litigation, legal or administragiguidance by relevant taxing authorities and
the lapse of an applicable statute of limitation.

At June 30, the total unrecognized tax benefitsrafated indirect effects that, if recognized, wbdecrease the effective tax rate were as
follows. The amounts for LKE, LG&E and KU were iigisificant.

2012 2011
PPL $ 36 $ 185
PPL Energy Suppl 14 12
PPL Electric 5 10

Other (PPL, PPL Energy Supply and PPL Electric)

PPL changed its method of accounting for repaieeriiures for tax purposes effective for its 20@8ytear for the Pennsylvania generation,
transmission and distribution operations. The sehamge was made for the Montana generation opasafior 2009.

In August 2011, the IRS issued Rev. Procs. 2014mP2011-43. Rev. Proc. 2011-42 provides guidaegarding the use and evaluation of
statistical samples and sampling estimates. Ree. R011-43 provides a safe harbor method of deiéng whether the repair expenditures
for electric transmission and distribution properéyn be currently deducted for tax purposes. PRladopt the safe harbor method with the
filing of its 2011 federal income tax return, exfgetto occur in the third quarter of 2012. Theptim of the safe harbor method is not
expected to result in a material change to incareskpense.

The IRS has not issued guidance to provide a safmh method for repair expenditures for genergpi@mperty. The IRS may assert and

ultimately conclude that PPL's deduction for getierarelated expenditures should be disallowed liole or in part. PPL believes that it has
established an adequate reserve for this contiygenc
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Tax Litigation (PPL)

In 1997, the U.K. imposed a Windfall Profits Tax W) on privatized utilities, including WPD. PPIlefil its tax returns for years subsequent
to its 1997 and 1998 claim for refund on the btsis the U.K. WPT was creditable. In September02@tie U.S. Tax Court (Tax Court) rul

in PPL's favor in a dispute with the IRS, conclgdihat the U.K. WPT is a creditable tax for U.& pairposes. As a result, and with
finalization of other issues, PPL recorded a $4fignitax benefit in 2010. In January 2011, th&IBppealed the Tax Court's decision to the
U.S. Court of Appeals for the Third Circuit (Thi@rcuit). In December 2011, the Third Circuit isslits opinion reversing the Tax Court's
decision, holding that the U.K. WPT is not a cradie tax. As a result of the Third Circuit's acdeedetermination, PPL recorded a $39
million expense in the fourth quarter of 2011.February 2012, PPL filed a petition for rehearifighe Third Circuit's opinion. In March
2012, the Third Circuit denied PPL's petition.Jlme 2012, the U.S. Court of Appeals for the Rifittuit issued a contrary opinion in an
identical case involving another company. In R0y\2, PPL filed a petition for a writ of certioraeeking U.S. Supreme Court review of the
Third Circuit's opinion.

6. Utility Rate Regulation
(PPL, PPL Electric, LKE, LG&E and KU)

The following table provides information about tlegulatory assets and liabilities of cost-basee-ragulated utility operations.

PPL PPL Electric
June 30, December 31 June 30, December 31
2012 2011 2012 2011

Current Regulatory Asset

Gas supply claus $ 7% 6

Fuel adjustment clause 10 3
Total current regulatory asse $ 17 % 9
Noncurrent Regulatory Asse!

Defined benefit plan $ 595 $ 615 $ 270 $ 276

Taxes recoverable through future re 297 289 297 289

Storm cost: 148 154 32 31

Unamortized loss on de 103 110 71 77

Interest rate swag 71 69

Accumulated cost of removal of utility pla 62 53 62 53

Coal contracts (e 7 11

AROs 23 18

Other 29 30 2 3
Total noncurrent regulatory ass $ 1335 $ 1349 $ 734 $ 729
Current Regulatory Liabilities

Generation supply charg $ 21 $ 42 $ 21 $ 42

ECR 9 7

Gas supply claus 5 6

Transmission service char 4 2 4 2

Transmission formula rai 7 7

Universal service ride 7 7

Other 5 16 3 9
Total current regulatory liabilitie $ 58 $ 33 42 3 23
Noncurrent Regulatory Liabilitie:

Accumulated cost of removal of utility pla $ 666 $ 651

Coal contracts (e 161 180

Power purchase agreem« OVEC (a) 112 116

Net deferred tax asse 37 39

Act 129 compliance ride 9 7% 9 3 7

Defined benefit plan 10 9

Other 8 8

$ 1,003 $ 1,010 $ 9 8 7

Total noncurrent regulatory liabilitie
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LKE LG&E KU

June 30, December 31, June 30, December 31, June 30, December 31,
2012 2011 2012 2011 2012 2011
Current Regulatory Asset
Gas supply claus $ 7 $ 6 $ 7 $ 6
Fuel adjustment clause 10 3 6 3 $ 4
Total current regulatory ass¢ $ 17 3 9 3 13 % 9 3 4
Noncurrent Regulatory Asse!
Defined benefit plan $ 325 $ 339 % 215 $ 225 % 110 $ 114
Storm costt 116 123 63 66 53 57
Unamortized loss on de 32 33 21 21 11 12
Interest rate swag 71 69 71 69
Coal contracts (e 7 11 3 5 4 6
AROs 23 18 12 11 11 7
Other 27 27 6 6 21 21
Total noncurrent regulatory ass $ 601 $ 620 $ 391 % 403 $ 210 $ 217
Current Regulatory Liabilities
ECR $ 9 3 7 $ 9 3 7
Gas supply claus 5 6 $ 5 % 6
Other 2 7 2 4 3
Total current regulatory liabilitie $ 16 3 20 3 7 3 10 8 9 8 10
Noncurrent Regulatory Liabilitie:
Accumulated cost of remov
of utility plant $ 666 $ 651 $ 291 $ 286 $ 375 $ 365
Coal contracts (e 161 180 70 78 91 102
Power purchase agreem«- OVEC (a) 112 116 78 80 34 36
Net deferred tax asse 37 39 30 31 7 8
Defined benefit plan 10 9 10 9
Other 8 8 3 3 5 5
Total noncurrent regulatory liabilitie $ 994 3 1,003 $ 472 $ 478 S 522 $ 525

(@) These regulatory assets and liabilities were remmbas offsets to certain intangible assets anditiab that were recorded at fair value upon tbquasition of LKE.

Regulatory Matters

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

In September 2011, LG&E and KU filed a CPCN witkh KPSC requesting approval to build a 640 MW NGE@a existing Cane Run ple
site in Kentucky. In May 2012, the KPSC issuedsder approving the request to build the NGCC. E3&ill own a 22% undivided
interest, and KU will own a 78% undivided interasthe new NGCC. A formal request for recoventha costs associated with the NGCC
construction was not included in the CPCN filinglwthe KPSC but is expected to be included in futate proceedings. See Note 8 for
additional information.

In conjunction with this construction and to meewn stricter EPA regulations with a 2015 compliade&e, LG&E and KU anticipate retiring
three coal-fired generating units at LG&E's Cana Rlant, one coal-fired generating unit at KU'sdng plant and two coal-fired generating
units at KU's Green River plant. These generaiimits represent 797 MW of combined summer capacity.

The CPCN application also requested approval tolase the Bluegrass CTs. The May 2012 KPSC apjprmladed authority to complete
the Bluegrass CT acquisition. In November 2011&EGnd KU filed an application with the FERC undee Federal Power Act requesting
approval to purchase the Bluegrass CTs. In May 20t FERC issued an order conditionally authngzhe acquisition of the Bluegrass
CTs, subject to approval by the FERC of satisfacihoitigation measures to address market-power casceAfter a review of potentially
available mitigation options, LG&E and KU determihthat the options were not commercially justifabln June 2012, LG&E and KU
terminated the purchase contract for the Bluegfassin accordance with its terms and made appkcfilrigs with the KPSC and

FERC. LG&E and KU are currently assessing the ichpéthe Bluegrass contract termination and péaéhiture generation capacity
options. See Note 8 for additional information.
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Kentucky Acquisition Commitments

In connection with the September 2010 approvalRif'® acquisition of LKE, LG&E and KU agreed to iraplent the Acquisition Savings
Sharing Deferral (ASSD) methodology whereby LG&ai'sl KU's adjusted jurisdictional revenues, experesed net operating income are
calculated each year. If LG&E's or KU's actuahealrate of return on common equity exceeds 10.Hadbpf the excess amount will be
deferred as a regulatory liability and ultimatedyurned to customers. The first ASSD filing witte tKPSC was made on March 30, 2012
based on the 2011 calendar year. On July 2, 288X PSC issued an order approving the calculatonsained in the 2011 ASSD filing a
determined that such calculations produced no gdfamounts for the purpose of establishing regujdiabilities and are proper and in
accordance with the settlement agreement. The A88thodology for each of LG&E's and KU's utilityerptions will terminate on the
earlier of the end of 2015 or the first day of tadendar year during which new base rates go iffécte currently expected to be

2013. Therefore, due to the timing of the currate case in Kentucky, no further ASSD filings expected.

Rate Case Proceedings

In June 2012, LG&E and KU filed requests with theSC for increases in annual base electric ratapmfoximately $62 million at LG&E
and approximately $82 million at KU and an incre@msannual base gas rates of approximately $17amifit LG&E. The proposed base rate
increases would result in electric rate increasés3%6 at LG&E and 6.5% at KU and a gas rate ineeezf 7.0% at LG&E and would be
effective in January 2013. LG&E's and KU's apglmas include requests for authorized returns-omitgat LG&E and KU of 11% each. A
hearing on these matters is expected to be scleduléng the fourth quarter of 2012. LG&E and Kahaoot predict the outcome of these
proceedings.

Pennsylvania Activitie$PPL and PPL Electric)

PUC Investigation of Retail Market

In April 2011, the PUC opened an investigation effsylvania's retail electricity market to be coetdd in two phases. Phase one addressec
the status of the existing retail market and exqaquotential changes. Questions issued by the BlUis phase of the investigation focused
primarily on default service issues. Phase two wiisted in July 2011 to develop specific propedar changes to the retail market and
default service model. In December 2011, the P&$Qdd a final order providing guidance to EDCshendesign of their next default service
procurement plan filings. In December 2011, theCRulko issued a tentative order proposing an irgdiate work plan to address issues
raised in the investigation. In March 2012, theCPéhtered a final order on the intermediate wodnplin March 2012, the PUC Staff issued
three possible models for the default service "sate" and the PUC held a hearing regarding those tmodels. PPL Electric cannot predict
the outcome of the investigation or its impact &LFElectric's financial condition or results of ogton.

Legislation - Regulatory Procedures and Mechanisms

In June 2011, the Pennsylvania House ConsumerrAf@dmmittee approved legislation authorizing thECRo approve regulatory
procedures and mechanisms to provide more timelyviry of a utility's costs. In the first quartfr2012, the Governor signed an amended
version of the legislation (Act 11 of 2012), whiscame effective April 14, 2012. The legislatiatharizes the PUC to approve two specific
ratemaking mechanismsa-fully projected future test year and, subjeatddain conditions, a distribution system improesns charge. Su
alternative ratemaking procedures and mechanisenisrgoortant to PPL Electric as it begins a peribdignificant capital investment to
maintain and enhance the reliability of its delivsystem, including the replacement of aging disiion assets. The PUC staff has initiate
process to develop filing guidelines and a modd#f tior the distribution system improvements chargn August 2012, the PUC issued a
Final Implementation Order adopting proceduresgglines and a model tariff for the implementatiéiot 11 of 2012. No petition
requesting permission to establish a distributigstesm improvements charge may be filed with the Ridfore January 1, 2013.

Rate Case Proceeding
In March 2012, PPL Electric filed a request witk fAUC to increase distribution rates by approxitga205 million. The proposed
distribution revenue rate increase would resu#t ;19% increase over PPL Electric's total ratébeatime of filing and be effective January 1,

2013. PPL Electric's application includes a rettmsan authorized return on equity of 11.25%eakngs on this matter are scheduled dt
August 2012 and a decision is expected in the fiogutarter of 2012. PPL Electric cannot predictdbtcome of this proceeding.
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ACT 129

Act 129 requires Pennsylvania Electric Distribut@ompanies (EDCs) to meet specified goals for redindn customer electricity usage and
peak demand by specified dates. EDCs not medtmgeiquirements of Act 129 are exposed to sigmifipenalties.

Under Act 129, EDCs must file an energy efficieaoy conservation plan (EE&C Plan) with the PUC emwkract with conservation service
providers to implement all or a portion of the EE®&@&n. Act 129 requires EDCs to cause reducedathwdectricity consumption of 1.0% by
May 2011 and 3.0% by May 2013 and reduced peak demi4.5% for the 100 hours of highest demand lay 9013 (which will be
measured during the June 2012 through Septemb@r2friod). EDCs will be able to recover the cdstgpped at 2% of the EDC's 2006
revenue) of implementing their EE&C Plans. In @etn2009, the PUC approved PPL Electric's EE&C PlBm date, PPL Electric has met
the 2011 requirement, subject to the PUC's vetifica

Act 129 requires the PUC to evaluate the costsbaneéfits of the EE&C program by November 30, 20d@ adopt additional reductions if 1
benefits of the program exceed the costs. In Mafd®, the PUC began the process of designing Rhatthe EE&C program. In August
2012, after receiving input from stakeholders, PiC issued a Final Implementation Order establishithree-year Phase Il program with
consumption reduction targets for each EDC. PRIctHLE's reduction target is 2.1%. The PUC didestablish any demand reduction tar
for the Phase Il program. EDCs must file Phagdahs with the PUC by November 1, 2012.

Act 129 also requires the Default Service Prov{@EP) to provide electric generation supply serticeustomers pursuant to a PUC-
approved competitive procurement plan through austirequests for proposal and bilateral contraictise sole discretion of the DSP. Act
129 requires a mix of spot market purchases, ghari-contracts and long-term contracts (4 to 20s)ewavith long-term contracts limited to
25% of the load unless otherwise approved by th€.PThe DSP will be able to recover the costs aassmt with a competitive procurement
plan.

The PUC has approved PPL Electric's procurementfplathe period January 1, 2011 through May 31,3@nd PPL Electric continues to
procure power for its PLR obligations under thairpl

The PUC has directed all EDCs to file default ses\procurement plans for the period June 1, 20itfh May 31, 2015. PPL Electric fil
its plan in May 2012. In that plan, PPL Electrioposes a process to obtain supply for its defailtice customers and it proposes a number
of initiatives designed to encourage more custonmepsirchase electricity from the competitive retaarket. The PUC has assigned PPL
Electric's plan to an Administrative Law Judge liearings and a recommended decision. The PUeceed to rule on the plan in 2013.

Federal Matters(PPL and PPL Electric)
FERC Formula Rates

Transmission rates are regulated by the FERC. E@tdtric's transmission revenues are billed in edaoce with a FER@pproved PJIM ope
access transmission tariff that utilizes a formogased rate recovery mechanism.

In May 2010, PPL Electric initiated its formulaea2010 Annual Update. In November 2010, a groupwficipal customers taking
transmission service in PPL Electric's transmisgiome filed a preliminary challenge to the update, ah December 2010, filed a formal
challenge. In August 2011, the FERC issued anranaestantially rejecting the formal challenge aedepting PPL Electric's 2010 Annual
Update. The group of municipal customers file@guest for rehearing of that order.

In May 2011, PPL Electric initiated its formulaea2011 Annual Update. In October 2011, the grdupumicipal customers filed a
preliminary challenge to the update and, in Decar2bé1, filed a formal challenge. In January 2P| Electric filed a response to that
formal challenge.
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In May 2012, PPL Electric initiated its formulaea2012 Annual Update which currently is in the TB@-review and challenge period. PPL
Electric cannot predict the outcome of the foreggnoceedings, which remain pending before the FERC

In March 2012, PPL Electric filed a request witk FERC seeking recovery, over a 34-year periodnoéagg in June 2012, of its unrecovered
regulatory asset related to the deferred statéahitity that existed at the time of the transitifom the flow-through treatment of state
income taxes to full normalization. This changeaix treatment occurred in 2008 as a result

of prior FERC initiatives that transferred regulgtfurisdiction of certain transmission assets fritig PUC to FERC. A regulatory asset of
approximately $50 million related to this transiticlassified as taxes recoverable through futatess is included in "Other Noncurrent As

- Regulatory assets" on the Balance Sheets at3lyri#012 and December 31, 2011. In May 2012, EREissued an order approving PPL
Electric's request effective June 1, 2012.

U. K. Activities (PPL)
Ofgem Review of Line Loss Calculation

WPD has a $167 million liability recorded at Juffie 2012 compared with $170 million at December2111, calculated in accordance with
Ofgem's accepted methodology, related to the aos®f line losses for the prior price control peki DPCR4. Ofgem is currently consulting
on the methodology to be used by all network opesab calculate the final line loss incentive/dgntor DPCR4. In October 2011, Ofgem
issued a consultation paper citing two potentialinges to the methodology, both of which would rteisuh reduction of the liability. In

March 2012, Ofgem issued a decision regarding theped methodology. In July 2012, Ofgem issuedrssultation paper regarding certain
aspects of the preferred methodology as it retatése DPCR4 line loss incentive/penalty and a psapto delay the target date for making a
final decision until April 2013 together with a jmsal to remove the line loss incentive/penaltyd&CR5. PPL cannot predict the outcome
of this matter.

7. Financing Activities
Credit Arrangements and Short-term Debt
(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

The Registrants maintain credit facilities to endeliquidity, provide credit support, and providbackstop to commercial paper
programs. The following credit facilities wereptace at:

June 30, 2012 December 31, 2011
Letters of Letters of
Credit Issued Credit Issued
and and
Commercial Commercial
Expiration Borrowed Paper Unused Borrowed Paper
Date Capacity (a) Backstop Capacity (a) Backstop
PPL
WPD Credit Facilities
PPL WW Syndicate
Credit Facility (b) Jan. 201! £ 150 £ 110 nfe £ 40 £ 111 n/e
WPD (South West
Syndicated Credit Facility (¢ Jan. 2017 245 n/e 245 n/e
WPD (East Midlands
Syndicated Credit Facilit Apr. 2016 300 300 £ 70
WPD (West Midlands
Syndicated Credit Facilit Apr. 2016 300 300 71
Uncommitted Credit Facilities 84 £ 4 80 3
Total WPD Credit Facilities (d) B 1,079 £ 110 £ 4 £ 965 £ 111 £ 144
PPL Energy Supply (e)
Syndicated Credit Facilit Oct. 201€ $ 3,000 $ 662 $ 2,338 $ 541
Letter of Credit Facility Mar. 2013 200 n/e 128 72 n/e 89
Total PPL Energy Suppl
Credit Facilities $ 3,200 $ 790 $ 2,410 $ 630




June 30, 2012

December 31, 2011

Letters of Letters of
Credit Issued Credit Issued
and and
Commercial Commercial
Expiration Borrowed Paper Unused Borrowed Paper
Date Capacity (a) Backstop Capacity (a) Backstop
PPL Electric (e)
Syndicated Credit Facility (: Oct. 201€ $ 300 $ 196 $ 104 $ 1
Asse-backed Credit Facility (c July 2012 150 n/e 150 n/e
Total PPL Electric Credit Facilitie $ 450 $ 196 $ 254 $
LG&E (e) (h)
Syndicated Credit Facility Oct. 2016 $ 400 $ 400
KU (e) (h)
Syndicated Credit Facilit Oct. 201€ $ 400 $ 400
Letter of Credit Facility Apr. 2014 198 nie $ 198 nig $ 198
Total KU Credit Facilities $ 598 $ 198 $ 400 $ 198

(@ Amounts borrowed are recorded as "S-term debt" on the Balance Shet

(b) The borrowing outstanding at June 30, 2012 was R-déhominated borrowing of $174 million, which etpdito £110 million at the time of borrowing anddnterest at
approximately 1.458%

(c) InJanuary 2012, WPD (South West) entered intova£@45 million 5-year syndicated credit facility teplace the previous £210 million 3-year syndidateedit facility
that was set to expire in July 2012. Under thdifpcWPD (South West) has the ability to makeltéa®rrowings but cannot request the lenders teeisstters of
credit. WPD (South West) pays customary commitnfiees under this facility and borrowings bear iestrat LIBORbased rates plus a margin. The credit facilitytaiors
financial covenants that require WPD (South Westhaintain an interest coverage ratio of not leas t3.0 times consolidated earnings before ince@xest depreciation
and amortization and total net debt not in excé85% of its RAV, in each case calculated in aceoat with the credit facility

(d) At June 30, 2012, the U.S. dollar equivalent ofsetlicapacity under WPD's credit facilities was apipnately $1.5 billion
(e) All credit facilities at PPL Energy Supply, PPL Efiéc, LG&E and KU also apply to PPL on a consadi@hbasis for financial reporting purpos
(f) In April 2012, PPL Electric increased the capaoitjts syndicated credit facility from $200 millio

(g) PPL Electric participates in an asset-backed comialgvaper program through which PPL Electric atgdinancing by selling and contributing its elilgiaccounts
receivable and unbilled revenue to a special p@pebolly owned subsidiary on an ongoing basise 3tbsidiary has pledged these assets to secmeflom a
commercial paper conduit sponsored by a finanoititution.

At June 30, 2012 and December 31, 2011, $237 miflied $251 million of accounts receivable and $8lian and $98 million of unbilled revenue were giged by the
subsidiary under the credit agreement related toE®ectric's and the subsidiary's participatiorttie asset-backed commercial paper program. Basétecaccounts
receivable and unbilled revenue pledged at Jun@@IR, the amount available for borrowing underfitedlity was limited to $87 million. PPL Electtgsale to its
subsidiary of the accounts receivable and unbi#enue is an absolute sale of assets, and PPtriEldoes not retain an interest in these asdétsvever, for financial
reporting purposes, the subsidiary's financial ltesare consolidated in PPL Electric's financiatements. PPL Electric performs certain redadping and cash collectic
functions with respect to the assets in returrafeervicing fee from the subsidia

In July 2012, PPL Electric and the subsidiary edzhthis agreement to September 2012 and redueeazhiacity to $100 millior

(h) All credit facilities at LG&E and KU also apply 1KE on a consolidated basis for financial reportmgposes
(PPL and PPL Energy Supply)

PPL Energy Supply maintains a $500 million Facifigreement expiring June 2017, whereby PPL Enertgply has the ability to request
to $500 million of committed letter of credit cafigi@t fees to be agreed upon at the time of eaghast, based on certain market
conditions. At June 30, 2012, PPL Energy Supply i requested any capacity for the issuancetef$eof credit under this arrangement.

PPL Energy Supply, PPL EnergyPlus, PPL MontourRiRt Brunner Island maintain an $800 million secwerdrgy marketing and trading
facility, whereby PPL EnergyPlus will receive cret be applied to satisfy collateral posting oatigns related to its energy marketing and
trading activities with counterparties participatin the facility. The credit amount is guarantégd®PL Energy Supply, PPL Montour and
PPL Brunner Island. PPL Montour and PPL Brunnkamid have granted liens on their respective geimer&cilities to secure any amount
they may owe under their guarantees. The faaliyires in November 2016, but is subject to autantate-year renewals under certain
conditions. There were no secured obligationstanting under this facility at June 30, 2012.
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In April 2012, PPL Energy Supply increased the cétpaf its commercial paper program from $500 ioiilto $750 million to provide an
additional financing source to fund its short-tdiguidity needs, if and when necessary. Commepgagler issuances are supported by PPL
Energy Supply's Syndicated Credit Facility. Atd@®, 2012, PPL Energy Supply had $520 millionahmercial paper outstanding,
included in "Short-term debt" on the Balance Shaes weighted-average interest rate of approxiyatd8%.

In July 2012, PPL Energy Supply entered into uncdatechletter of credit facilities with available gacity of $75 million and $100 million,
respectively, which expire in July 2014 and 20B®&th facilities contain a financial covenant reingrPPL Energy Supply's debt to
capitalization not to exceed 65%, as calculateatoordance with the agreements. PPL Energy Swyplgay customary fees for letters of
credit issued under these facilities.

(PPL and PPL Electric)

In May 2012, PPL Electric increased the capacitigsog€ommercial paper program from $200 millior5800 million to provide an additional
financing source to fund its short-term liquidityeds, if and when necessary. Commercial papearisss are supported by PPL Electric's
Syndicated Credit Facility. At June 30, 2012, ARé&ctric had $195 million of

commercial paper outstanding, included in "Shamatdebt" on the Balance Sheet, at a weiglastegi-age interest rate of approximately 0.4

(PPL, LKE, LG&E and KU)

In February 2012, LG&E and KU each establishedrarnercial paper program for up to $250 million toyde an additional financing
source to fund their short-term liquidity needson@nercial paper issuances are supported by LG&HE Ka)'s Syndicated Credit
Facilities. LG&E and KU had no commercial papetstanding at June 30, 2012.

(PPL Energy Supply, LKE, LG& E and KU)

See Note 11 for discussion of intercompany borrgain
Long-term Debt and Equity Securities

(PPL)

In April 2012, PPL made a registered underwrittablig offering of 9.9 million shares of its commstock. In conjunction with that offering,
the underwriters exercised an option to purchasadditional 591 thousand shares of PPL common stoleity to cover over-allotments.

In connection with the registered public offeriRPL entered into forward sale agreements with twoterparties covering the 9.9 million
shares of PPL common stock. Settlement of thesal iforward sale agreements will occur no lateart April 2013. As a result of the
underwriters' exercise of the overallotment optiRL entered into additional forward sale agreemeavering the additional 591 thousand
shares of PPL common stock. Settlement of theeslent forward sale agreements will occur in JOI¥® Upon any physical settlement of
any forward sale agreement, PPL will issue andrdetio the forward counterparties shares of itsmom stock in exchange for cash proceeds
per share equal to the forward sale price. Thedat sale price will be calculated based on armsirfibrward price of $27.02 per share
reduced during the period the contracts are oudsigras specified in the forward sale agreememBL may, in certain circumstances, elect
cash settlement or net share settlement for almortion of its rights or obligations under theadard sale agreements.

PPL will not receive any proceeds or issue anyeshaf common stock until settlement of the forwsate agreements. PPL intends to use
any net proceeds that it receives upon settlenoengfpiay short-term debt obligations and for otheregal corporate purposes.

The forward sale agreements will be classifiedopste transactions. As a result, no amounts walkécorded in the consolidated financial
statements until the settlement of the forward aglkeements. Prior to those settlements, theiomgct to the financial statements will be
inclusion of incremental shares within the caldolabf diluted EPS using the treasury stock method.

In April 2012, WPD (East Midlands) issued £100 ioill aggregate principal amount of 5.25% Senior Bldige 2023. WPD (East Midlands)
received proceeds of approximately £111 millionjollequated to $178 million at the time of issuamet of underwriting fees. The net
proceeds were used for general corporate purposes.
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In June 2012, PPL Capital Funding issued $400 anilbf 4.20% Senior Notes due 2022. The notes reagdleemed at PPL Capital
Funding's option any time prior to maturity at makieole redemption prices. PPL Capital Funding nemgiproceeds of $396 million, net c
discount and underwriting fees, that will be usadgeneral corporate purposes.

In July 2012, PPL Capital Funding gave notice ®fiiection to redeem at par on August 14, 201&they with interest accrued to the
redemption date, the entire $99 million outstandirigcipal amount of its 6.85% Senior Notes due7204

See Note 7 in PPL's 2011 Form 10-K for informatorthe 2011 Bridge Facility, 2011 Equity Units ahd April 2011 issuance of common
stock.

(PPL and PPL Energy Supply)

In April 2012, an indirect, wholly owned subsidiasf/PPL Energy Supply completed the Ironwood Acigipis. See Note 8 for information
on the transaction and the debt of PPL IronwoodC lassumed through consolidation as part of theisitign.

(PPL and PPL Electric)

In June 2012, PPL Electric redeemed all 2.5 milbbares of its 6.25% Series Preference Stock,alae100 per share. The price paid for
the redemption was the par value, without premi$gbQ million in the aggregate). At December 311 20he preference stock was reflected
in "Noncontrolling Interests" on PPL's Balance Staew®l in "Preference stock" on PPL Electric's BedaSheet.

(PPL and LKE)

In June 2012, LKE completed an exchange of abhitstanding 4.375% Senior Notes due 2021 issu&ejmember 2011 in a transaction not
registered under the Securities Act of 1933, forilsir securities that were issued in a transaatgnstered with the SEC. See Note 7 in P
and LKE's 2011 Form 10-K for additional information

Legal Separateness
(PPL, PPL Energy Supply, PPL Electric and LKE)

The subsidiaries of PPL are separate legal entif®#3_'s subsidiaries are not liable for the debBPL. Accordingly, creditors of PPL may
not satisfy their debts from the assets of PPLsisliaries absent a specific contractual undertpkina subsidiary to pay PPL's creditors ¢
required by applicable law or regulation. Simyadbsent a specific contractual undertaking aegsired by applicable law or regulation,
PPL is not liable for the debts of its subsidigriesr are its subsidiaries liable for the debtemd another. Accordingly, creditors of PPL's
subsidiaries may not satisfy their debts from theets of PPL or its other subsidiaries absent eifgpeontractual undertaking by PPL or its
other subsidiaries to pay the creditors or as redudy applicable law or regulation.

Similarly, the subsidiaries of PPL Energy Supplp.FElectric and LKE are each separate legal estitiEhese subsidiaries are not liable for
the debts of PPL Energy Supply, PPL Electric andELKAccordingly, creditors of PPL Energy SupplyLFHectric and LKE may not satisfy
their debts from the assets of their subsidiarseat a specific contractual undertaking by a slidnsi to pay the creditors or as required by
applicable law or regulation. Similarly, absersipecific contractual undertaking or as requiredpplicable law or regulation, PPL Energy
Supply, PPL Electric and LKE are not liable for thebts of their subsidiaries, nor are their subsiés liable for the debts of one

another. Accordingly, creditors of these subsidEmay not satisfy their debts from the asse®Rif Energy Supply, PPL Electric and LKE
(or their other subsidiaries) absent a specifidremtual undertaking by that parent or other subasydo pay such creditors or as required by
applicable law or regulation.

Distributions and Capital Contributions
(PPL)
In May 2012, PPL declared its quarterly commonlsttigidend, payable July 2, 2012, at 36.0 centsspare (equivalent to $1.44 per

annum). Future dividends, declared at the dismmedf the Board of Directors, will be dependentmifisture earnings, cash flows, financial
and legal requirements and other factors.
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(PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

During the six months ended June 30, 2012, theviatlg distributions and capital contributions oaeut:

PPL Energy
Supply PPL Electric LKE LG&E KU
Dividends/distributions paid to parent/mem $ 657 $ 56 $ 60 $ 31 $ 48
Capital contributions received from parent/memn 472

(PPL, LKE, LG&E and KU)

Since the payment of dividends from jurisdictiopablic utilities is governed by the Federal Powet,AG&E and KU petitioned the FERC
requesting authorization to pay dividends in therrfe based on retained earnings balances calcuiatiedut giving effect to the impact of
purchase accounting adjustments for the acquisitidtKE by PPL. In May 2012, FERC approved thetmais; however, each utility's
adjusted equity ratio must equal or exceed 30%taf tapitalization in order to pay dividends. L&&nd KU do not intend to change their
dividend practices as a result of this order.

8. Acquisitions , Development and Divestitures

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

The Registrants periodically evaluate opportunifiespotential acquisitions, divestitures and depehent projects. Development projects are
periodically reexamined based on market conditenms other factors to determine whether to proceédtive projects, sell, cancel or expand
them, execute tolling agreements or pursue othigoreg Any resulting transactions may impact fatfinancial results.

Acquisitions

Ironwood Acquisition (PPL and PPL Energy Supply)

On April 13, 2012, an indirect, wholly owned subarigt of PPL Energy Supply completed the acquisifimm a subsidiary of The AES
Corporation of all of the equity interests of AESrnwood, L.L.C. (subsequently renamed PPL Ironwaad;) and AES Prescott, L.L.C.
(subsequently renamed PPL Prescott, LLC), which amchoperate, respectively, the Ironwood Facilithe Ironwood Facility began
operation in 2001 and, since 2008, PPL EnergyPdssshpplied natural gas for the operation of thevitood Facility and received the
facility's full electricity output and capacity wa pursuant to a tolling agreement that expiré)Ril. See Note 11 in PPL's and PPL Energy
Supply's 2011 Form 10-K for additional information the tolling agreement. The acquisition proviB®& Energy Supply, through its
subsidiaries, operational control of additional bimed-cycle gas generation in PIM.

The consideration paid for this acquisition, subjedinalization of working capital, net indebtexhs and fair value adjustments, was as
follows.

Aggregate enterprise considerat $ 326
Less: Estimated fair value of lo-term debt outstanding assumed through consolid &y 258
Plus: Restricted cash debt service rese 17
Cash consideration paid for equity interests (iditlg estimated working capital adjustmer $ 85

(&) The estimated long-term debt assumed through cidiasioin consisted of $226 million aggregate priatipmount of 8.857% senior secured bonds to bg fepaid by
2025, plus $8 million of debt service reserve loaml a $24 million estimated fair value adjustm

Preliminary Purchase Price Allocation

The following table summarizes the preliminary edition of the purchase price to the estimatedviire of the major classes of assets
acquired and liabilities assumed through consdbdagnd the effective settlement of the tollingessgnent through consolidation.

PP&E $ 505
Long-term debt (current and noncurrent) (258
Tolling agreement assets eliminated (170;
Other net asse 8

$ 85

Net identifiable assets acquired

(@) Represents n-cash activity excluded from the Statement of Cdskv& for the six months ended June 30, 2(
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(b) Represents PPL EnergyPlus' existing assets, ptinaariintangible asset , which represented PPL d3ius' rights to and the related accounting ferttiling agreement
with PPL Ironwood, LLC prior to the acquisition.n@he acquisition date, PPL Ironwood, LLC recorddhbility, recognized at estimated fair value, its obligation to
PPL EnergyPlus. The tolling agreement assets bffffergyPlus and the tolling agreement liabilityRFL Ironwood, LLC eliminate in consolidation foPPand PPL
Energy Supply as a result of the acquisition, dwedefore the agreement is considered effectivetiese Any difference between the tolling agreetressets and liability
will result in a gain or loss on the effective kstient of the agreement. That amount is currezgtimated to be insignificar

(c) Goodwill is currently estimated to be insignifica

At the date of acquisition, total future minimunase payments to be made by PPL EnergyPlus to PRldod, LLC under the tolling
agreement were $270 million. These payments, wiiefe included in the total minimum lease paymeligslosed in Note 11 of PPL's and
PPL Energy Supply's 2011 Form 10-K, will continoébe made by PPL EnergyPlus to PPL Ironwood, LU@Waing the acquisition, but will
eliminate in consolidation.

In addition, Note 20 of PPL's and PPL Energy Sup@®11 Form 10-K included annual forecasted ametitin expense of $15 million for
each of the years 2012 through 2016 related t®Ble EnergyPlus tolling agreement intangible as$&is amortization will eliminate in
consolidation for PPL and PPL Energy Supply as R&hwood, LLC is now a subsidiary of PPL Energy Blymas a result of the acquisition.

The purchase price allocation is preliminary andld@hange in subsequent periods. The prelimiparghase price allocation was based on
PPL Energy Supply's best estimates using informailitained as of the reporting date. Any changéld purchase price allocation that
result in material changes to the consolidatedhfifed results will be adjusted retrospectively.eTmal purchase price allocation is expected
to be completed by the end of 2012. The items ipgrfthalization include, but are not limited tbetvaluation of PP&E, long-term debt,
certain contractual liabilities, including the tolh agreement, the resulting gain (loss) and golbdwi

Acquisition of WPD Midland¢PPL)

See Notes 1 and 10 in PPL's 2011 Form 10-K formétion on PPL's April 1, 2011 acquisition of WPDdMnds.
Separation Benefits - U.K. Regulated Segment

In connection with the 2011 acquisition, PPL congidea reorganization designed to transition WPDIafids from a functional operating
structure to a regional operating structure reggia smaller combined support structure, reducimqgichtion and implementing more
efficient procedures. More than 700 employees 8DMidlands will have received separation benefitsa result of the reorganization by
the end of 2012.

Separation benefits totaling $104 million, pre-tarre associated with the reorganization, of wiigB million was recorded in the second
half of 2011. Additional severance compensatios vegorded during the three and six months endeel 30, 2012, as shown in the table
below. The additional severance compensatiorcisided in "Other operation and maintenance" orStia¢ement of Income.

The changes in the carrying amounts of accrueeraace for the periods ended June 30, 2012 winlaws:

Three Months Six Months

Accrued severance at the beginning of pe $ 19 $ 21
Severance compensati 4 10
Severance pai (15) (23)
Accrued severance at the end of pel $ 8 $ 8

In addition, during the second quarter of 2011, WB&bgnized $6 million of separation costs assediatith the dismissal of eight senior
executives of WPD Midlands, which is included inth@r operation and maintenance" on the Statemémteame and were not part of the
reorganization discussed above. Of these costsilian relates to early retirement deficiency tsogayable under applicable pension plans
and $4 million relates to severance compensation.

Pro forma Information

The pro forma operating revenues and net incomiattable to PPL for the periods ended June 301 2@hich includes WPD Midlands as if
the acquisition had occurred January 1, 2010, sifelws.

Three Months Six Months
Operating Revenue- PPL consolidated pro form $ 2,587 $ 5,802
Net Income Attributable to PP- PPL consolidated pro forn 288 814
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The pro forma financial information presented abbae been derived from the historical consolidéiteghcial statements of PPL and from
the historical combined financial statements of WiRidlands. Income (loss) from discontinued openadi (net of income taxes), which was
not significant, was excluded from the pro formaoamts above.

The pro forma adjustments include adjustments poedgation, net periodic pension costs, interepease, nonrecurring adjustments and the
related income tax effects. Nonrecurring adjustisiéor the periods ended June 30, 2011 includédaliowing pre-tax credits (expenses):

Income Statement

Line Iltem Three Months Six Months
2011 Bridge Facility cost Interest Expens $ (36) $ (43)
Foreign currency loss on 2011 Bridge Faci Other Income (Expens- net (58) (58)
Net hedge gains associated with the 2011 Bridgéditya Other Income (Expens- net 63 56
Hedge ineffectivenes Interest Expens (12) (12)
U.K. stamp duty ta: Other Income (Expens- net (21) (21)
Other acquisitio-related adjustmen (@) (42) (52)

(a) Primarily includes advisory, accounting and legesdd recorded to "Other Income (Expense) - net'ceniin separation benefits recognized during #vesd quarter of
2011 as noted above recorded in "Other operatidmaintenance” on the Statement of Income.

Terminated Bluegrass CTs Acquisiti(fPPL, LKE, LG& E and KU)

In September 2011, LG&E and KU entered into antgaseehase agreement with Bluegrass Generatiotihéopurchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited &$ated contractual arrangements required for oferatf the units, for a purchase price
of $110 million, pending receipt of applicable ré&gary approvals. In May 2012, the KPSC issuedm@ter approving the request to purchase
the Bluegrass CTs. Also in May 2012, the FERCadsan order conditionally authorizing the acquisitof the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation sweas to address markgsdwer concerns. After a review of potentially dable mitigatior
options, LG&E and KU determined that the optionseweot commercially justifiable. In June 2012, LE&nd KU terminated the asset
purchase agreement for the Bluegrass CTs in aaooedaith its terms and made applicable filings witt KPSC and FERC. LG&E and KU
are currently assessing the impact of the Bluegrastact termination and potential future generatiapacity options.

Development

NGCC Constructiol (PPL, LKE, LG&E and KU)

In September 2011, LG&E and KU filed a CPCN witkh ®PSC requesting approval to build a 640 MW NGE@a existing Cane Run ple
site in Kentucky. In May 2012, the KPSC issuedsder approving the request. Subject to finalizingtracting agreements and permitting
activities, construction is expected to begin ii2@nd be completed during 2015. The project, whicludes building a natural gas supply
pipeline and related transmission projects, hasséimated cost of approximately $600 million ($18illion for LG&E and $470 million for
KU).

In conjunction with this construction and to meewn stricter federal EPA regulations with a 201mptiance date, LG&E and KU anticipate
retiring six older coal-fired electric generatingits at the Cane Run, Green River and Tyrone plartteh have a combined summer capacity
rating of 797 MW. The Cane Run and Green Rivef ao#s are anticipated to remain operational uhi#él NGCC generation and associated
transmission project is completed. See Note @&dalitional information.

(PPL and PPL Energy Supply)
Bell Bend COLA

The NRC continues to review the COLA submitted B3P Energy Supply subsidiary, PPL Bell Bend, LIRPL Bell Bend) for the

proposed Bell Bend nuclear generating unit (Beth@eto be built adjacent to the Susquehanna plBRL. Bell Bend has made no decision to
proceed with construction of Bell Bend and expd#uts such decision will not be made for severatyegven the anticipated lengthy NRC
license approval process. Additionally, PPL Bedhn has announced that it does not expect to pilogitle construction absent favorable
economics, a joint arrangement with other intexkbptrties and a federal loan guarantee or oth@péaile financing. PPL Bell Bend is
currently authorized to spend up to $162 milliorotigh 2012 on the COLA and other permitting costsliding land costs) necessary for
construction. At June 30, 2012 and December 31128142 million and $131 million of costs, whicitiudes capitalized interest, associated
with the
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licensing application were capitalized and areudel on the Balance Sheets in noncurrent "Othangilbles.” PPL Bell Bend believes that
the estimated fair value of the COLA currently eeat® the costs expected to be capitalized assodcidtiedhe licensing application. PPL Bell
Bend remains active in the DOE loan guarantee egipdin process. See Note 8 in PPL's and PPL Ersugply's 2011 Form 10-K for
additional information.

SusquehannRoseland Transmission LifBPL and PPL Electric)

PPL Electric has experienced delays in obtainirgeesary National Park Service (NPS) approvalsi®iSusquehanr@eseland transmissic
line and anticipates a delay of the line's in-s@ndate to 2015. In March 2012, the NPS annouti@dhe route proposed by PPL Electric
and PSE&G, previously approved by the PennsylvanéhNew Jersey public utility commissions, is thefgrred route for the line under the
NPS's National Environmental Policy Act review. eTRPS has stated that it expects to issue itsaaxfatecision in October 2012. /
appeal of the New Jersey Board of Public Utilitsgproval of the line is pending before the New&gSuperior Court Appellate

Division. PPL Electric cannot predict the ultimatgicome or timing of the NPS approval or any fertlegal challenges to the project. PIM
has developed a strategy to manage potential Higljgiroblems until the line is built. PPL Ele&trcannot predict what additional actions, if
any, PJM might take in the event of a further détais scheduled in-service date for the new line.

At June 30, 2012, PPL Electric's estimated shatbeoproject cost has increased to $560 milliomfapproximately $500 million at
December 31, 2011, mainly due to increased matesihk. In July 2012, PPL Electric began pre-aactibn activities including tree and
vegetation removal from the transmission line'atrigf way and construction of access roads.

See Note 8 in PPL's and PPL Electric's 2011 ForfK 16 additional information.
9. Defined Benefits
(PPL, PPL Energy Supply and PPL Electric)

Prior to January 1, 2012, the majority of PPL's k&oia and Pennsylvania employees were eligibledasjon benefits under PPL Montana's
cash balance pension plan or PPL's qualified amdqualified non-contributory defined benefit pemsfans with benefits based on length of
service and final average pay, as defined by thespl Effective January 1, 2012, these plans wesed to newly hired salaried

employees. Newly hired bargaining unit employedkooentinue to be eligible under these plans basetheir collective bargaining
agreements. Salaried employees hired on or afteraly 1, 2012 will be eligible to participate lrethew PPL Retirement Savings Plan, a 401
(k) savings plan with enhanced employer matchifige changes to the plans are not expected to hsigmidicant near-term cost impact.

(PPL, PPL Energy Supply, LKE and LG&E)

Following are the net periodic defined benefit sdsredits) of the plans sponsored by PPL, PPLd@n8upply, LKE and LG&E for the
periods ended June 30:

Pension Benefits

Three Months Six Months
U.S. U.K. U.S. U.K.
2012 2011 2012 2011 2012 2011 2012 2011
PPL
Service cos $ 26 $ 23 $ 14 % 12 % 52 $ 47 $ 27 $ 17
Interest cos 54 54 85 73 110 109 169 112
Expected return on plan ass (64, (61) (114 (88) (130; (123 (225 (140;
Amortization of:
Prior service cos 6 6 1 1 12 12 2 2
Actuarial (gain) los: 11 8 20 15 21 14 40 29
Net periodic defined benef
costs (credits) prior t
termination benefit 33 30 6 13 65 59 13 20
Termination benefit 2 2
Net periodic defined benef
costs (credits $ 3B $ 30 $ 6% 15 $ 6% 598 138 22
PPL Energy Supply
Service cos $ 2 3 1 $ 3 3 2
Interest cos 2 2 4 4
Expected return on plan ass 3) 2) 5) 4)
Amortization of:
Actuarial (gain) los: 1 1 1
Net periodic defined benef
costs (credits $ 138 2 $ 33 3
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LKE
Service cos
Interest cos
Expected return on plan ass
Amortization of:
Prior service cos
Actuarial (gain) los:
Net periodic defined benei

costs (credits

LG&E
Service cos
Interest cos
Expected return on plan ass
Amortization of:
Prior service cos
Actuarial (gain) los:
Net periodic defined benei

costs (credits

PPL
Service cos
Interest cos
Expected return on plan ass
Amortization of:
Transition obligatior
Actuarial (gain) los:

Net periodic defined benefit costs (cred

LKE

Service cos

Interest cos

Expected return on plan ass

Amortization of:
Transition obligatior
Prior service cos
Actuarial (gain) los:

Net periodic defined benefit costs (cred

Pension Benefits

Three Months

2012 2011
5 $ 6
15 17
an (16)
1 1
6 6
10 $ 14
18 1
3 3
() ®)

1
2 3
2 $ 3

(PPL Energy Supply, PPL Electric, LG& E and KU)

Six Months
2012 2011

11 $ 12
32 34
(35) (32)
2 2
11 11
21 $ 27

1 % 1

7 7
9) 9)

1 1

5 6

5 $ 6

Other Postretirement Benefits

Three Months Six Months
2011 2012 2011

$ 3 3 3 $ 6 $ 6
8 8 16 16
(5) (5) (11} (11)
1 1 1
1 1 2 3
$ 7 $ 8 $ 14 $ 15
$ 1 % 1% 2 $ 2
2 2 4 5
(1) (1) (2) (2)
1 1 1 1
1 2 1

1) 1)
$ 3 $ 3 $ 6 $ 7

In addition to the specific plans they sponsor, BFREergy Supply subsidiaries are also allocatedsaufstiefined benefit plans sponsored by
PPL Services and LG&E is allocated costs of definedefit plans sponsored by LKE based on theiigipation in those plans, which
management believes are reasonable. PPL Eleotti&d do not directly sponsor any defined bendfing. PPL Electric is allocated cost:
defined benefit plans sponsored by PPL Servicekahi allocated costs of defined benefit plansngooed by LKE based on their
participation in those plans, which managemeneleb are reasonable. For the periods ended JuRPPBServices allocated the following
net periodic benefit costs to PPL Energy Supplysaiiaries and PPL Electric, and LKE allocated thiéofving net periodic benefit costs to
LG&E and KU, including amounts applied to accouhtst are further distributed between capital arueese.

PPL Energy Suppl
PPL Electric
LG&E

KU

Three Months Six Months
2011 2012 2011
$ 9 % 8 $ 19 $ 15
7 6 15 12
3 4 6 8
5 5 9 11
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Expected Cash Flows - U.K. Pension Plans

(PPL)

At June 30, 2012, WPD's expected pension contdhatfor 2012 are $323 million compared with $161liom as disclosed in PPL's 2011
Form 10-K. During the six months ended June 3@22@ontributions of $275 million were made. Tlielitional contributions are being
made to prepay future contribution requirementsita pension plan deficits.

10. Commitments and Contingencies

Energy Purchase Commitments

(PPL and PPL Energy Supply)

In 2008, PPL EnergyPlus acquired the rights toxastiag long-term tolling agreement associated it output of the Ironwood

Facility. Under the agreement, PPL EnergyPlusdaasrol over the plant's dispatch into the eleitrigrid and supplies the natural gas
necessary to operate the plant. The tolling agee¢mxtends through 2021. In April 2012 an indiradolly owned subsidiary of PPL
Energy Supply acquired the owner of the Ironwoodilfa. See Note 8 for information on the IronwoAdquisition.

(PPL and PPL Electric)

In 2009, the PUC approved PPL Electric's procurdrplem for the period January 2011 through May 2018 date, PPL Electric has
conducted 12 of its 14 planned competitive soliwtes. The solicitations include a mix of shontsteand long-term purchases ranging from
five months to ten years to fulfill PPL Electriobligation to provide for customer supply as a PURMay 2012, PPL Electric filed a plan
with the PUC to purchase its electric supply fofadét customers for the period June 2013 througly R2l5. The plan proposes to buy this
electricity twice a year, beginning in April 2013.

(PPL Energy Supply and PPL Electric)

See Note 11 for information on the power supplyeagrents between PPL EnergyPlus and PPL Electric.

Legal Matters

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

PPL and its subsidiaries are involved in legal peatings, claims and litigation in the ordinary c&uof business. PPL and its subsidiaries
cannot predict the outcome of such matters, or dretuch matters may result in material liabilitigsless otherwise noted.

TC2 Construction (PPL, LKE, LG& E and KU)

In June 2006, LG&E and KU, as well as the IndiananMipal Power Agency and lllinois Municipal EldctAgency (collectively, TC2
Owners), entered into a construction contract iggrthe TC2 project. The contract is generallyhia form of a turnkey agreement for the
design, engineering, procurement, construction,rmo@sioning, testing and delivery of the projecta@ding to designated specifications,
terms and conditions. The contract price anddtemonents are subject to a number of potentiaksamients which may increase or decrease
the ultimate construction price. During 2009 afd@, the TC2 Owners received contractual notica® fihe TC2 construction contractor
asserting historical force majeure and excusaldatesiaims for a number of adjustments to the emfprice, construction schedule,
commercial operations date, liquidated damageshar aelevant provisions. In September 2010, 168 Dwners and the construction
contractor agreed to a settlement to resolve tleefmajeure and excusable event claims occurrirmgighh July 2010 under the TC2
construction contract, which settlement providedaféimited, negotiated extension of the contralcteanmercial operations date and/or relief
from liquidated damage calculations. With limiexteptions, the TC2 Owners took care, custody antral of TC2 in January

2011. Pursuant to certain amendments to the eanisin agreement, the contractor has made and magduired to make additional
modifications to the combustion system to allowragien of TC2 on all specified fuels categoriesheProvisions of the construction
agreement relating to liquidated damages wereatsended. In September 2011, the TC2 Owners ancbtistruction contractor entered i
subsequent adjustments to the construction agraeaddressing, among other matters, certain histbcitange order, labor rate and prior
liquidated damages amounts. The
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remaining issues, plus certain potential warrangytens, are still under discussion with the contracPPL, LKE, LG&E and KU cannot
currently predict the outcome of this matter or plogential impact on the capital costs of this pcbj

WKE Indemnification(PPL and LKE)

See footnote (0) to the table in "Guarantees aheiOtssurances” in this Note 10 for informationaonLKE indemnity relating to its former
WKE lease, including related legal proceedings.

(PPL and PPL Energy Supply)

Montana Hydroelectric Litigation

In November 2004, PPL Montana, Avista Corporatiéuigta) and PacifiCorp commenced an action for @etbry judgment in Montana

First Judicial District Court seeking a determinatthat no lease payments or other compensatiahéarhydroelectric facilities' use and
occupancy of certain riverbeds in Montana can Blected by the State of Montana. This lawsuitdeled dismissal on jurisdictional grour

of an earlier federal lawsuit seeking such comptmsan the U.S. District Court of Montana. Thelézal lawsuit alleged that the beds of
Montana's navigable rivers became state-owned gragierty upon Montana's admission to statehoadi tlzett the use of them should, under a
1931 regulatory scheme enacted after all but orteeohydroelectric facilities in question were douasted, trigger lease payments for use of
land beneath. In July 2006, the Montana statet@aproved a stipulation by the State of Montarsd ittwas not seeking compensation for
the period prior to PPL Montana's December 199%iaitepn of the hydroelectric facilities.

Following a number of adverse trial court rulings2007 Pacificorp and Avista each entered intdesaent agreements with the State of
Montana providing, in pertinent part, that each pany would make prospective lease payments foofifee State's navigable riverbeds
(subject to certain future adjustments), resothegState's claims for past and future compensation

Following an October 2007 trial of this matter ammhges, in June 2008, the Montana District Coudrded the State retroactive
compensation of approximately $35 million for tH@0R-2006 period and approximately $6 million fo0ZGompensation. Those unpaid
amounts accrued interest at 10% per year. The &nariDistrict Court also deferred determinationarhpensation for 2008 and future years
to the Montana State Land Board. In October 2608, Montana appealed the decision to the Montapaete Court, requesting a stay of
judgment and a stay of the Land Board's authooitysisess compensation for 2008 and future periodslarch 2010, the Montana Supre
Court substantially affirmed the 2008 Montana Di$t€ourt decision.

In August 2010, PPL Montana filed a petition foviat of certiorari with the U.S. Supreme Court regting review of this matter. In June
2011, the U.S. Supreme Court granted PPL Montamegison, and in February 2012 the U.S. Supremer@ssued a decision overturning the
Montana Supreme Court decision and remanded tleeteahe Montana Supreme Court for further proaegsitonsistent with the U.S.
Supreme Court's opinion. As a result, in the togaarter of 2011, PPL Montana reversed its tod bccrual of $89 million ($53 million
aftertax) which had been recorded prior to the U.S. &umgr Court decision. PPL Montana believes the Bupreme Court decision resol\
certain questions of liability in this case in fawd PPL Montana and leaves open for reconsiderdtjoMontana courts, consistent with the
findings of the U.S. Supreme Court, certain othexsgions.

In March 2012, the case was returned to the Monsamaeme Court and in April 2012 remanded to thetdioa First Judicial District
Court. Further proceedings have not yet been stbedy the District Court. PPL Montana has codetliit is no longer probable, but it
remains reasonably possible, that a loss has bearréd. While unable to estimate a range of IB&, Montana believes that any such
amount should not be material.

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative arrdiaser of electricity under a long-term supplytecact with PPL EnergyPlus expiring
in June 2019 (SMGT Contract), filed for protectiomder Chapter 11 of the U.S. Bankruptcy Code irlit®& Bankruptcy Court for the
District of Montana. At the time of the bankrupfiling, SMGT was PPL EnergyPlus' largest unsecwredlit exposure.
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The SMGT Contract provided for fixed volume puramen a monthly basis at established prices. Bot$o a court order and subsequent
stipulations entered into between the SMGT banksuptstee and PPL EnergyPlus, since the date &htapter 11 filing through January
2012, SMGT continued to purchase electricity froRLFEnergyPlus at the price specified in the SMGht€act, and made timely payments
for such purchases, but at lower volumes than escpbed in the SMGT Contract. In January 2012 tithstee notified PPL EnergyPlus that
SMGT would not purchase electricity under the SMGantract for the month of February. In March 20th2, U.S. Bankruptcy Court for the
District of Montana issued an order approving #guest of the SMGT trustee and PPL EnergyPlugtointate the SMGT Contract. As a
result, the SMGT Contract was terminated effecfipeil 1, 2012, allowing PPL EnergyPlus to rese# #lectricity previously contracted to
SMGT under the SMGT Contract to other customers.

PPL EnergyPlus' receivable under the SMGT Contrdated approximately $22 million at June 30, 20&Rich has been fully reserved. No
assurance can be given as to the collectabilithefeceivable.

In July 2012, PPL EnergyPlus filed its proof ofiglan the SMGT bankruptcy proceeding. The totalrdl is approximately $375 million,
predominantly an unsecured claim representing #hgevfor energy sales that will not occur as altesdithe termination of the SMGT
Contract.

PPL Energy Supply cannot predict any amounts thraay recover in connection with the SMGT bankrypicthe prices and other terms on
which it will be able to market to third partieethower that SMGT will not purchase from PPL En&igg due to the termination of the
SMGT Contract.

Notice of Intent to Sue Colstrip Owne

On July 30, 2012, PPL Montana received a Noticett to Sue for violations of the Clean Air A¢tGolstrip Steam Electric Station
(Notice) from counsel on behalf of the Sierra Cluigl the Montana Environmental Information CenteE(®). The Notice was also
addressed to the Owner or Managing Agent of Coplsamd to the other Colstrip @wners: Avista Corporation, Puget Sound Energytl&u
General Electric Company, Northwest Energy andflRacp. The Notice alleges certain violations loé tClean Air Act, including New
Source Review, Title V and opacity requirementie Notice states that Sierra Club and MEIC willuest a United States District Court to
impose injunctive relief and civil penalties, regua beneficial environmental project in the arféescted by the alleged air pollution and
require reimbursement of Sierra Club's and MEIG& < of litigation and attorney's fees. PPL id@atng the allegations set forth in the
Notice and cannot at this time predict the outcarfidis matter.

Regulatory Issues
(PPL, PPL Electric, LKE, LG&E and KU)
See Note 6 for information on regulatory mattetatesl to utility rate regulation.

Enactment of Financial Reform LegislatiPPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

In July 2010, the Dodd-Frank Act was signed inte.larhe Dodd-Frank Act includes provisions that ase derivative transaction reporting
requirements and require most over-the-countewative transactions to be executed through an exgghand to be centrally cleared. The
Dodd-Frank Act also provides that the U.S. CommpoHiitures Trading Commission (CFTC) may imposeateibl and margin requirements
for over-the-counter derivative transactions, ali asecapital requirements for certain entity cifisations. Final rules on major provisions in
the Dodd-Frank Act are being established throudgrmakings. The rulemakings are scheduled to beedfeetive at different times
following

effectiveness of the definitional rule for the telswap"”. In July 2012, the CFTC approved the ddéning swap, which will become
effective 60 days after publication of the rulghe Federal Register. Additionally, in April 20tBe CFTC approved the Final Rule (Final
Rule) defining key terms such as "swap dealer.é définition of swap dealer, among other thingsyjates a significantly highete minimis
threshold amount of annual derivative transactionghich a party must have engaged in order toldssiied as a swap dealer than was
provided for in the CFTC's proposed rule, and isuaount that would not currently result in the Régints being deemed swap

dealers. There are numerous other provisionsairf-thal Rule, however, that the Registrants haveg@ioanalyzed that could result in their
being subject to the more onerous compliance remquents applicable to swap dealers. Even if thasRagts are not ultimately subject to
compliance requirements applicable to swap deatleed)odd-Frank Act and its implementing regulasioievertheless will impose on them
significant additional and potentially costly redkeeping and reporting requirements. Also, theiRemts could face significantly higher
operating costs or may be required to post additioallateral if they are subject to margin reqmiemts as ultimately adopted in the
implementing regulations of the Dodd-Frank Act.eTRegistrants will continue to evaluate the prawisiof the Dodd-Frank Act and its
implementing regulations. At this time, the Regists cannot predict the impact
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that the law or its implementing regulations wiiie on their businesses or operations, or the rsakevhich they transact business, but
could incur material costs related to compliancéwhie Dodd-Frank Act.

New Jersey Capacity Legislatit (PPL, PPL Energy Supply and PPL Electric)

In January 2011, New Jersey enacted a law thavemnes in the wholesale capacity market exclusivegylated by the FERC: S. No. 2381,
214th Leg. (N.J. 2011) (the Act). To create intes# for the development of new, in-state eleggaoeration facilities, the Act implements a
"long-term capacity agreement pilot program (LCAPP)he Act requires New Jersey utilities to payuaranteed fixed price for wholesale
capacity, imposed by the New Jersey Board of Pulifiities (BPU), to certain new generators papating in PJM, with the ultimate costs of
that guarantee to be borne by New Jersey ratepaipétk believes the intent and effect of the LCA®® encourage the construction of new
generation in New Jersey even when, under the F&BCeved PJM economic model, such new generatiadymt be economic. The Act
could depress capacity prices in PJM in the sleond timpacting PPL Energy Supply's revenues, ana tize long-term ability of the PIJM
capacity market to incent necessary generatiorstnvent throughout PIJM. In February 2011, the PaMd? Providers Group (P3), an
organization in which PPL is a member, filed a ctaimt before the FERC seeking changes in PIM'soifgpaarket rules designed to ensure
that subsidized generation, such as may result frenimplementation of the LCAPP, will not be atileset capacity prices artificially low as
a result of their exercise of buyer market powlarApril 2011, the FERC issued an order grantingant and denying in part P3's complaint
and ordering changes in PIJM's capacity rules camgisvith a significant portion of P3's requestbdriges. Several parties have filed appeals
of the FERC's order. PPL, PPL Energy Supply and BElEctric cannot predict the outcome of this pextiag or the economic impact on tt
businesses or operations, or the markets in whigp transact business.

In addition, in February 2011, PPL and several offemerating companies and utilities filed a conmplen U.S. District Court in New Jersey
challenging the Act on the grounds that it violatesl-established principles under the Suprema@u&? and the Commerce Clause of the
U.S. Constitution. In this action, the plaintiflsquest declaratory and injunctive relief barrimgpiementation of the Act by the
Commissioners of the BPU. In October 2011, thetadenied the BPU's motion to dismiss the procegdind the litigation is

continuing. PPL, PPL Energy Supply and PPL Eleatannot predict the outcome of this proceedinthereconomic impact on their
businesses or operations, or the markets in whigp transact business.

Maryland Capacity Order

In April 2012, the Maryland Public Service Commiss{MD PSC) ordered three electric utilities in Mand to enter into longerm contract
to support the construction of new electric genegafacilities in Maryland, specifically a 661 MWatural gas-fired combined-cycle
generating facility to be owned by CPV Maryland,@.L PPL believes the intent and effect of the achip the MD PSC is to encourage the
construction of new generation in Maryland even nyhender the FERC-approved PJM economic model, sashgeneration would not be
economic. The MD PSC action could depress cappditgs in PIM in the short term, impacting PPLAggeSupply's revenues, and harm
long-term ability of the PIM capacity market to @aage necessary generation investment throughidat P

In April 2012, PPL and several other generating panies filed a complaint in U.S. District Courthtaryland challenging the MD PSC orc
on the grounds that it violates well-establishadgiples under the Supremacy and Commerce cladgbs &J.S. Constitution. In this action,
the plaintiffs request declaratory and injunctieéaf barring implementation of the order by then@oissioners of the MD PSC. In August
2012, the court denied the MD PSC and CPV Marylahd; motions to dismiss the proceeding and thgdition is continuing. PPL, PPL
Energy Supply, and PPL Electric cannot predictatieome of this proceeding or the economic impadheir businesses or operations, or
the markets in which they transact business.

Pacific Northwest Market@PPL and PPL Energy Supply)

Through its subsidiaries, PPL Energy Supply made¢ syarket bilateral sales of power in the Pacifarthwest during the period from
December 2000 through June 2001. Several patieseguently claimed refunds at FERC as a restiftesfe sales. In June 2003, the FERC
terminated proceedings to consider whether to aefands for spot market bilateral sales made @Rhbcific Northwest, including sales mi
by PPL Montana, during the period December 2008utin June 2001. In August 2007, the U.S. Couitpgfeals for the Ninth Circuit
reversed the FERC's decision and ordered the FBRGnsider additional evidence. In October 20HRE initiated proceedings to consider
additional evidence. At June 30, 2012, there viseteremaining claims against PPL Energy Suppiitage$73 million. In July 2012, PPL
Montana and the City of Tacoma, one of the padiaisning refunds at FERC, reached a settlementeltyePPL Montana would pay $75
thousand to resolve the City of Tacoma's $23 nmilitaim, $9 million of which represents intere$he settlement does not resolve the
remaining claim.
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Although PPL and its subsidiaries believe that thaye not engaged in any improper trading or margiractices affecting the Pacific
Northwest markets, PPL and PPL Energy Supply capragtict the outcome of the ab-described proceedings or whether any subsidiaries
will be the subject of any additional governmeiakstigations or named in other lawsuits or refpmateedings. Consequently, PPL and
PPL Energy Supply cannot estimate a range of redppossible losses, if any, related to this nnatte

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

FERC MarketBased Rate Authority

In 1998, the FERC authorized LG&E and KU and PPErggPlus to make wholesale sales of electric p@amdrrelated products at market-
based rates. In those orders, the FERC directeé&H,®U and PPL EnergyPlus, respectively, to filewgdated market analysis within three
years after the order, and every three years tfieres&ince then, periodic mar-based rate filings with the FERC have been madeG§E,
KU, PPL EnergyPlus, PPL Electric, PPL Montana amdthof PPL Generation's subsidiaries. These 8licansisted of a Northwest market-
based rate filing for PPL Montana and a Northeaastket-based rate filing for most of the other PBhsidiaries in PIM's region. In June
2011, FERC approved PPL's market-based rate ufmtatee Eastern region and PPL's martased rate update for the Western region.
in June 2011, PPL filed its markiesed rate update for the Southeast region, ingud5&E and KU in addition to PPL EnergyPlus. tmé
2011, the FERC issued an order approving LG&E'skKld@ request for a determination that they no e deemed to have market power
in the BREC balancing area and removing restristiom their market-based rate authority in suchoregi

Currently, a seller granted FERC market-basedauatieority may enter into power contracts duringaathorized time period. If the FERC
determines that the market is not workably comipetior that the seller possesses market powerrastisharging "just and reasonable" rates,
it may institute prospective action, but any cocisantered into pursuant to the FERC's marketebede authority remain in effect and are
generally subject to a high standard of review f@etbe FERC can order changes. Recent court dasiby the U.S. Court of Appeals for the
Ninth Circuit have raised issues that may makeatendifficult for the FERC to continue its prograrihpromoting wholesale electrici
competition through markdtased rate authority. These court decisions peatidactive refunds and a lower standard of revogwhe FER(
for changing power contracts, and could have tfexebf requiring the FERC in advance to review tmidsot all, power contracts. In June
2008, the U.S. Supreme Court reversed one of tbisidas of the U.S. Court of Appeals for the Niftincuit, thereby upholding the higher
standard of review for modifying contracts. Atsthime, PPL, PPL Energy Supply, PPL Electric, LKB&E and KU cannot predict the
impact of these court decisions on the FERC's éutoarket-based rate authority program or on thesirtesses.

Energy Policy Act of 2005 Reliability Standards

The NERC is responsible for establishing and efiigrmandatory reliability standards (Reliabilitya8tlards) regarding the bulk power
system. The FERC oversees this process and indepty enforces the Reliability Standards. The &wlity Standards have the force and
effect of law and apply to certain users of theklpdwer electricity system, including electric ityilcompanies, generators and

marketers. Under the Federal Power Act, the FERE assess civil penalties of up to $1 million pay,cer violation, for certain violations.

LG&E, KU , PPL Electric and certain subsidiariesRiL Energy Supply monitor their compliance with feliability Standards and continue
to self-report potential violations of certain appble reliability requirements and submit acconypag mitigation plans, as required. The
resolution of a number of potential violations ending. Any regional reliability entity determif@t concerning the resolution of violations
of the Reliability Standards remains subject togphproval of the NERC and the FERC.

In the course of implementing their programs touemgompliance with the Reliability Standards bysth PPL affiliates subject to the
standards, certain other instances of potentialazonpliance may be identified from time to time. e€TlRegistrants cannot predict the outce
of these matters, and cannot estimate a rangeasbnably possible losses, if any, other than theuams currently recorded.
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Environmental Matters - Domestic
(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

Due to the environmental issues discussed belathar environmental matters, it may be necessarthéoRegistrants to modify, curtail,
replace or cease operating certain facilities @rafions to comply with statutes, regulations atieiorequirements of regulatory bodies or
courts. In addition, legal challenges to new emwvinental permits or rules add to the uncertaintgspimating the future cost impact of these
permits and rules.

(PPL, PPL Energy Supply, LKE, LG&E and KU)
Air
CSAPR (formerly Clean Air Transport Rule)

In July 2011, the EPA adopted the CSAPR, whichlitea and renames the Clean Air Transport Rulendpart Rule) proposed in August
2010. The CSAPR replaces the EPA's previous CAlRRwas invalidated by the U.S. Court of Appealsthe District of Columbia Circuit
(the Court) in July 2008. CAIR subsequently wdsdaively reinstated by the Court in December 2q@8)ding finalization of the Transport
Rule. Like CAIR and the proposed Transport Rule, ESAPR only applies to PPL's fossil-fueled getivegglants located in Kentucky and
Pennsylvania.

The CSAPR is meant to facilitate attainment of anbair quality standards for ozone and fine paldites by requiring reductions in sulfur
dioxide and nitrogen oxides. The CSAPR establisie®s sulfur dioxide and nitrogen oxide emissionwHlnce cap and trade programs that
are more restrictive than previously under CAIRNeTTSAPR provides for two-phased programs of sdlifoxide and nitrogen oxide
emissions reductions, with initial reductions irll2Gnd more stringent reductions in 2014.

In December 2011, the Court stayed implementatichedCSAPR and left CAIR in effect pending a fidalcision on the validity of the
rule. In February 2012, the EPA made revisiorthéorule. Oral arguments on legal challengese¢dd8APR were held, and a final decision
on the validity of the rule is expected in 2012.

With respect to the Kentucky fossil-fueled genemgiplants, the stay of the CSAPR will initially grimpact the unit dispatch order. With the
return of the CAIR and the Kentucky companies' isicemt number of sulfur dioxide allowances, thassdts will be dispatched with lower
operating cost, but slightly higher sulfur dioxiged nitrogen oxide emissions. However, a key camapbof the Court's final decision, eve
the CSAPR is upheld, will be whether the rulingagelthe implementation of the CSAPR by one yeab&h Phases | and Il, or instead
continues to require the significant sulfur dioxated nitrogen oxide reductions associated with @hae begin in 2014. LG&E's and KU's
CSAPR compliance strategy is based on over-com#iauring Phase | to generate allowances suffitteadver the expected shortage
during the first two years of Phase 1l (2014 an@i®)0vhen additional pollution control equipmentiié installed. Should Phase | of the
CSAPR be shortened to one year, it will be morgadilt and costly to provide enough excess allovesnia one year to meet the shortage
projected for 2014 and 2015. LG&E and KU haveahiity to recover emission allowance expense thhoilne ECR mechanism; however,
actual recovery is subject to the outcome of futekeew proceedings by the KPSC.

PPL Energy Supply's fosdilleled generating plants can meet both the CAIRthadtayed CSAPR sulfur dioxide emission requirgseith
the existing scrubbers that were placed in seim@)08 and 2009. To meet nitrogen oxide standamider both the CAIR and the stayed
CSAPR, PPL Energy Supply would need to buy allowarar make operational changes, the costs of varehot anticipated to be
significant.

National Ambient Air Quality Standards
In addition to the reductions in sulfur dioxide amttogen oxide emissions required under the CSARPRs Pennsylvania and Kentucky

plants, PPL's fossil-fueled generating plants,uditig those in Montana, may face further reductiorsulfur dioxide and nitrogen oxide
emissions as a result of more stringent nationdliant air quality standards for ozone, nitrogerdexisulfur dioxide and/or fine particulates.
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In 2010, the EPA finalized a new one-hour standardulfur dioxide, and states are required to iifg@reas that meet those standards and
areas that are in non-attainment. For non-attamme=as, states are required to develop plan®b¥ ® achieve attainment by 2017. For
areas that are in attainment or are unclassifiagéddes are required to develop maintenance plansd»2013 that demonstrate continued
attainment. In June 2012, the EPA proposed athalestrengthens the particulate standards. TheexPects that states would identify ini
non-attainment areas by the end of 2014 and hate2020 to achieve attainment status for thosasreStates could request an extension to
2025 to comply with the rule. Until the rule isdilized, PPL, PPL Energy Supply, LKE, LG&E and K&haot predict which of their faciliti
may be located in a non-attainment area and whasunes would be required to meet attainment status.

PPL, PPL Energy Supply, LKE, LG&E and KU anticip#tat some of the measures required for complianittethe CAIR or the CSAPR
such as upgraded or new sulfur dioxide scrubbessrae of their plants or, in the case of LG&E andi, Kipgraded or new sulfur dioxide
scrubbers at the Mill Creek plant and retiremerthefCane Run, Green River, and Tyrone plants,alélh be necessary to achieve complii
with the new one-hour sulfur dioxide standardad#litional reductions were to be required, the entn impact could be significant.

Mercury and Other Hazardous Air Pollutants

In May 2011, the EPA published a proposed reguigtimviding for stringent reductions of mercury anter hazardous air pollutants. In
February 2012, the EPA published the final rulewn as the Mercury and Air Toxics Standards (MANM&}h an effective date of April 16,
2012. The rule is being challenged by industryugsoand states.

The rule provides for a three-year compliance deadtith the potential for a ongear extension as provided under the statute. Bais¢hei
assessment of the need to install pollution corgoiipment to meet the provisions of the proposés] LG&E and KU filed requests with tl
KPSC for environmental cost recovery to facilitateving forward with plans to install environmentahtrols including chemical additive
and fabric-filter baghouses to remove certain hdmas air pollutants. Recovery of the cost of ¢ertantrols was granted by the KPSC order
issued in December 2011. See Note 6 for informatio LG&E's and KU's anticipated retirement of agricoalfired electric generating uni

in response to this and other environmental regulatWith the publication of the final MATS ruleG&E and KU are currently assessing
whether changes in the final rule warrant revisibtheir approved compliance plans.

With respect to PPL Energy Supply's Pennsylvaraats| PPL believes that these plants may requstallation of chemical additive syster
the cost of which is not expected to be significaiith respect to the PPL Montana plants, modiiiices to the current air pollution controls
installed on Colstrip may be required, the costbich is not expected to be significant. For tleeeite plant, additional controls are being
evaluated, the cost of which could be significaPBL Energy Supply, LG&E and KU are continuing émduct in-depth reviews of the
MATS.

Regional Haze and Visibility

In January 2012, the EPA proposed limited approt#the Pennsylvania regional haze state implemientaian (SIP). That proposal would
essentially approve PPL's analysis that furthetiqdate controls at PPL Energy Supply's Pennsyévatants are not warranted. The limited
approval does not address deficiencies of the ptatearising from the remand of the CAIR ruleewously, the EPA had determined that
implementation of the CAIR requirements would megiional haze BART (Best Available Retrofit Tectomy) requirements for sulfur
dioxide and nitrogen oxides. In 2012, the EPAIfze a rule providing that implementation of thBAPR would also meet the BART. This
rule also addresses the Pennsylvania SIP deficiangyng from the CAIR remand; however the rulexpected to be challenged by
environmental groups.

In Montana, the EPA Region 8 is developing theargi haze plan as the Montana Department of Enwviesrtal Quality declined to develop
a BART SIP at this time. PPL submitted to the ERAanalyses of the visibility impacts of sulfupglide, nitrogen oxides and particulate
matter emissions for Colstrip Units 1 and 2 andefter PPL's analyses concluded that further reghsctire not warranted. PPL has also
submitted data and a high-level analysis of vara@iugmission control options to reduce air emissicelated to the non-BART-affected
emission sources of Colstrip Units 3 and 4 undertiies. The analysis shows that any incremeathlations would not be cost effective and
that further analysis is not warranted.

In March 2012, the EPA issued its draft Federallem@ntation Plan (FIP) of the regional haze ruteMontana. The draft FIP identified no
additional controls for Corette or Colstrip 3 andut proposed a tighter particulate matter (PM)tlfior Corette. Under the draft FIP, Colst
Units 1 and 2 would require additional controlsieet the proposed more stringent nitrogen oxidesaltfdr dioxide limits. PPL Energy
Supply filed comments to the EPA's proposed FlBuime 2012 opposing the nitrogen oxide and sulfuxide limits for Colstrip based upon
the installation of an SNCR and spare scrubber
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vessel and the PM limit for Corette. The final FSRxpected in 2012. The cost of these poteatlditional controls could be significant
depending on the final outcome of this rulemaking.

LG&E and KU also submitted analyses of the visipilmpacts of their Kentucky BART-eligible sourdesthe Kentucky Division for Air
Quality (KDAQ). Only LG&E's Mill Creek plant wasetermined to have a significant regional haze impabe KDAQ has submitted a
regional haze SIP to the EPA which requires the Glieek plant to reduce its sulfuric acid mist esigas from Units 3 and 4. After approval
of the Kentucky SIP by the EPA and revision of thi# Creek plant's Title V air permit, LG&E intends install sorbent injection controls at
the plant to reduce sulfuric acid mist emissions.

New Source Review (NSR)

The EPA has continued its NSR enforcement effarigeting coal-fired generating plants. The EPAdsserted that modification of these
plants has increased their emissions and, constguthiat they are subject to stringent NSR requiats under the Clean Air Act. In April
2009, PPL received EPA information requests foMitmtour and Brunner Island plants. The requestsimnilar to those that PPL received
several years ago for its Colstrip, Corette andtiMsuiCreek plants. PPL and the EPA have exchaogedin information regarding this
matter. In January 2009, PPL and other compah&sotvn or operate the Keystone plant in Pennsjdviateived a notice of violation from
the EPA alleging that certain projects were undemavithout proper NSR compliance. In May 2012, Rfontana received an information
request regarding projects undertaken during thiin&R012 maintenance outage at Colstrip Unit PL Bnd PPL Energy Supply cannot
predict the outcome of these matters, and cantiotae a range of reasonably possible lossesyif an

In addition, in August 2007, LG&E and KU receiveddrmation requests for their Mill Creek, Trimbleahty, and Ghent plants, but have
received no further communications from the EPA&siproviding their responses. PPL, LKE, LG&E and &nnot predict the outcome of
these matters, and cannot estimate a range ofnaalygpossible losses, if any.

In March 2009, KU received a notice alleging that olated certain provisions of the Clean Air Aatles governing NSR and prevention
of significant deterioration by installing sulfuiodide scrubbers and SCR controls at its Ghenttpléthout assessing potential increased
sulfuric acid mist emissions. KU contends thatwhloek in question, as pollution control projectasexempt from the requirements cited by
the EPA. In December 2009, the EPA issued anrimdition request on this matter. KU has exchanggl@sent proposals and other
information with the EPA regarding imposition ofddiibnal permit limits and emission controls andiepates continued settlement
negotiations. In addition, any settlement or fatlitigation could potentially encompass a Septan2b@7 notice of violation alleging opacity
violations at the plant. Depending on the provisiof a final settlement or the results of litigati if any, resolution of this matter could
involve significant increased operating and captqdenditures. PPL, LKE and KU cannot predictfthal outcome of this matter, but
currently do not expect such outcome to result &emal losses above the respective amounts acoruid).

If PPL subsidiaries are found to have violated N8§ulations, PPL, PPL Energy Supply, LKE, LG&E a&d would, among other things, be
required to meet permit limits reflecting Best Alaaile Control Technology (BACT) for the emissiorisaay pollutant found to have
significantly increased due to a major plant magifion. The costs to meet such limits, includimgtallation of technology at certain units,
could be significant.

States and environmental groups also have initiatéorcement actions and litigation alleging vimas of the NSR regulations by coal-fired
generating plants, and PPL, PPL Energy Supply, UKEE and KU are unable to predict whether suclioastwill be brought against any
their plants. See "Legal Matters" above for infation on a notice of intent to sue received in 20¢2 by PPL Montana and the other
owners of Colstrip.

TC2 Air Permit (PPL, LKE, LG&E and KU)

The Sierra Club and other environmental groupgipeéd the Kentucky Environmental and Public PritecCabinet to overturn the air
permit issued for the TC2 baseload generating boitthe agency upheld the permit in an Order d$u&eptember 2007. In response to
subsequent petitions by environmental groups, & &rdered certain nomaterial changes to the permit which were incorfaaténto a fina
revised permit issued by the KDAQ in January 2000OMarch 2010, the environmental groups petitiottetl EPA to object to the revised
state permit. Until the EPA issues a final rulotgthe pending petition and all available appesseahausted, PPL, LKE, LG&E and KU
cannot predict the outcome of this matter or theemiial impact on the capital costs of this prajécany.
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(PPL, PPL Energy Supply, LKE, LG& E and KU)
Greenhouse Gas Regulations and Tort Litigation

As a result of the April 2007 U.S. Supreme Coudisien that the EPA has the authority under theagl&ir Act to regulate GHG emissions
from new motor vehicles, in April 2010, the EPA ahd U.S. Department of Transportation issued Jdity vehicle emissions standards that
apply to 2012 model year vehicles. The EPA has @krified that this standard, beginning in 204l$p authorized regulation of GHG
emissions from stationary sources under the NSRT&helV operating permit provisions of the Cleair Act. As a result, any new sources
major modifications to existing GHG sources causinget significant emissions increase requireBHET permit limits for GHGs. These
rules were challenged, and in June 2012 the U.8rt@b Appeals for the D.C. Circuit upheld the ER£egulations.

In addition, in April 2012, the EPA proposed Newus® Performance Standards for carbon dioxide émnis§rom new coal-fired generating
units, combined-cycle natural gas units, and irgesgt gasification combined-cycle units. The prapasuld require new coal plants to
achieve the same stringent limitations on carba@xide emissions as the best performing new gagglarhere presently is no commercially
available technology to allow new coal plants thiaee these limitations and, as a result, the Epposal would effectively preclude
construction of new coal-fired generation in theufa.

At the regional level, ten northeastern statesesigmMemorandum of Understanding (MOU) agreeingstablish a GHG emission cap-and-
trade program, called the Regional Greenhouse @@ative (RGGI). The program commenced in Jan2d@§9 and calls for stabilizing
carbon dioxide emissions, at base levels estalolish2005, from electric power plants with capagjtgater than 25 MW. The MOU also
provides for a 10% reduction by 2019 in carbon @iexemissions from base levels.

Pennsylvania has not stated an intention to ja@RBGI, but enacted the Pennsylvania Climate Chacgef 2008 (PCCA). The PCCA
established a Climate Change Advisory Committesdidse the PADEP on the development of a Climatn@h Action Plan. In December
2009, the Advisory Committee finalized its Clim&tkange Action Report which identifies specific ant that could result in reducing GHG
emissions by 30% by 2020. Some of the proposédregtsuch as a mandatory 5% efficiency improveragpbwer plants, could be
technically unachievable. To date, there have Ioeeregulatory or legislative actions taken to iempént the recommendations of the
report. In addition, legislation has been introgtlithat would, if enacted, accelerate solar supggyirements and restrict eligible solar
projects to those located in Pennsylvania. PPLR#Pd Energy Supply cannot predict at this time waethis legislation will be enacted.

Eleven western states and certain Canadian praviestablished the Western Climate Initiative (Wi@12003. The WCI established a goa
reducing carbon dioxide emissions 15% below 2008l&by 2020 and developed GHG emission allocatioffisets, and reporting
recommendations. Montana was once a partner Wtk but by 2011 had withdrawn, along with severthler western states.

In November 2008, the Governor of Kentucky issuedraprehensive energy plan including rwinding targets aimed at promoting impro
energy efficiency, development of alternative egedgvelopment of carbon capture and sequestrptigiects, and other actions to reduce
GHG emissions. In December 2009, the Kentucky &t@ction Plan Council was established to devalopction plan addressing potential
GHG reductions and related measures. To datestdie has yet to issue a final plan. The impaeaingfsuch plan is not now determinable,
but the costs to comply with the plan could be iiggnt.

A number of lawsuits have been filed asserting comiaw claims including nuisance, trespass andigegte against various companies
with GHG emitting plants, and the law remains uthséton these claims. In September 2009, the Cadgrt of Appeals for the Second Circ

in the case of AEP v. Connecticut reversed a feédksaict court's decision and ruled that sevestates and public interest groups, as well as
the City of New York, could sue five electric utlicompanies under federal common law for allegedlysing a public nuisance as a result of
their emissions of GHGs. In June 2011, the U.9r&ue Court overturned the lower court and heltighaeh federal common law claims
were displaced by the Clean Air Act and regulatmriions of the EPA. In addition, in Comer v. Muyddil, the U.S. Court of Appeals for t
Fifth Circuit declined to overturn a district coudling that plaintiffs did not have standing torpue state common law claims against
companies that emit GHGs. The complaint in the Bocase named the previous indirect parent of LKR defendant based upon emissions
from the Kentucky plants. In January 2011, ther8me Court denied a petition to reverse the Cduippeals’ ruling. In May 2011, the
plaintiffs in the Comer case filed a substantialiyilar complaint in federal district court in Missippi against 87 companies, including KU
and three other indirect subsidiaries of LKE, ural@ississippi statute that allows the re-filingamf action in certain circumstances. In
March 2012, the court granted
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defendants' motions to dismiss the state commorclaims because plaintiffs had previously raisedshme claims, plaintiffs lacked
standing, plaintiff's claims were displaced by @lean Air Act, and other grounds. In April 201 Riptiffs filed a notice of appeal in the U.S.
Court of Appeals for the Fifth Circuit. Additionktigation in federal and state courts over thissees is continuing. PPL, LKE and KU
cannot predict the outcome of this litigation ctireate a range of reasonably possible lossesyif an

Renewable Energy Legidation (PPL, PPL Energy Supply, LKE, LG&E and KU)

There has been interest in renewable energy |#igislat both the state and federal levels. Atfeueral level, House and Senate bills
proposed in the 111th Congress would have imposadiatory renewable energy supply and energy effigieequirements in the 15% to
20% range by approximately 2020. Earlier in 2Gh&re were discussions regarding a Clean Energyd&td (CES) that addressed not only
renewables but also encouraged clean energy reqgiits (as yet to be defined). At this time, neithe renewable energy debate nor the
CES discussion is expected to gain momentum detleral or state levels (beyond what is otherwissady required in Pennsylvania and
Montana) in the near term.

PPL and PPL Energy Supply believe there are firsdnegulatory and logistical uncertainties relai@@HG reductions and the
implementation of renewable energy mandates. Tiédbeeed to be resolved before the impact of sterfuirements on PPL and PPL Ene
Supply can be estimated. Such uncertainties, aratiregs, include the need to provide back-up sufgphugment intermittent renewable
generation, potential generation oversupply thatcceesult from such renewable generation and hgckmpacts to PIM's capacity market
and the need for substantial changes to transmissid distribution systems to accommodate reneweai#egy. These uncertainties are not
directly addressed by proposed legislation. PRLRIAL Energy Supply cannot predict at this timeetffiect on their future competitive
position, results of operation, cash flows andriirial position of renewable energy mandates that Ibeaadopted, although the costs to
implement and comply with any such requirementdctbe significant.

Water/Waste
Coal Combustion Residuals (CCRs) (PPL, PPL Energy Supply, LKE, LG&E and KU)

In June 2010, the EPA proposed two approachegtdatng the disposal and management of CCRs uhddResource Conservation and
Recovery Act (RCRA). CCRs include fly ash, bottasih and sulfur dioxide scrubber wastes. Thedjpgroach would regulate CCRs as a
hazardous waste under Subtitle C of the RCRA. @poach would materially increase costs and raselarly retirements of many coal-
fired plants as it would require plants to retréffi¢ir operations to comply with full hazardous teagquirements for the generation of CCRs
and associated waste waters through generatiorspwatation and disposal. This would also havegative impact on the beneficial use of
CCRs and could eliminate existing markets for CCRise second approach would regulate CCRs ascéwakte under Subtitle D of the
RCRA. This approach would mainly affect disposad anost significantly affect any wet disposal opierss. Under this approach, many of
the current markets for beneficial uses would roatiected. Currently, PPL expects that severébgilants in Kentucky and Montana could
be significantly impacted by the requirements dft8le D of the RCRA, as these plants are usinfaserimpoundments for management and
disposal of CCRs.

The EPA has issued information requests on CCR gemnant practices at numerous plants throughoutdiver industry as it considers
whether or not to regulate CCRs as hazardous w&$?é. has provided information on CCR managemaeattjwmes at most of its plants in
response to the EPA's requests. In addition, B¥e Bas conducted follow-up inspections to evaltiagestructural stability of CCR
management facilities at several PPL plants and iRBLimplemented certain actions in response wmaendations from these inspections.

The EPA is continuing to evaluate the unprecedentedber of comments it received on its June 20bpgwed regulations. In October 20
the EPA issued a Notice of Data Availability (NOD#at requests comments on selected documentshth&PA received during the
comment period for the proposed regulations. Bbhtamh, the U.S. House of Representatives in Oat@0d 1 approved a bill to modify
Subtitle D of the RCRA to provide for the propermagement and disposal of CCRs and to precludeR#eféom regulating CCRs under
Subtitle C of the RCRA. The bill has been introgldiin the Senate, and the prospect for passadpsdégislation is uncertain.

In January 2012, a coalition of environmental gofiled a 60-day notice of intent to sue the EPAf&ilure to perform nondiscretionary
duties under RCRA, which could require a deadloreEPA to issue strict CCR regulations. In Febyu012, a CCR recycling company a
issued a 60-day notice of intent to sue the EPA tggimeliness in issuing CCR regulations, batttompany requested that the EPA take a
Subtitle D approach that would allow for continuedycling of CCRs. The coalition filed its lawsinitApril 2012. The EPA has indicated
that it will issue another NODA later in 2012 t@uoest comments on the extensive data that the BRécted from coal-fired power plant
operators as part of the EPA's
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Effluent Limitations Guideline rule modificationgress which the EPA wants to use in the CCR regylatevelopment process.

PPL, PPL Energy Supply, LKE, LG&E and KU cannotgict at this time the final requirements of the EBCR regulations or potential
changes to the RCRA and what impact they would loavieir facilities, but the economic impact coblelmaterial, if regulated as a
hazardous waste.

Martins Creek Fly Ash Release (PPL and PPL Energy Supply)

In 2005, approximately 100 million gallons of watantaining fly ash was released from a dispossihbat the Martins Creek plant used in
connection with the operation of the plant's tw@ MW coal-fired generating units. This resultedsh being deposited onto adjacent
roadways and fields, into a nearby creek and tHavizme River. PPL determined that the releaseoa&ased by a failure in the disposal
basin's discharge structure. PPL conducted extettan-up and completed studies, in conjunctith svgroup of natural resource trustees
and the Delaware River Basin Commission, evaludtiegeffects of the release on the river's sedinveaier quality and ecosystem.

The PADEP filed a complaint in Pennsylvania Commealth Court against PPL Martins Creek and PPL Gaiwer, alleging violations of
various state laws and regulations and seekinglfieand injunctive relief. PPL and the PADEP daettled this matter. The settlement
also required PPL to submit a report on the comeplstudies of possible natural resource damagek.sBbsequently submitted the
assessment report to the Pennsylvania and NewyJegalatory agencies and has continued discuggitential natural resource damages
mitigation options with the agencies. SubsequenihAugust 2011 the PADEP submitted its Nationat&urce Damage Assessment repc
the court and to the interveners. In December 20Elinterveners commented on the PADEP reporirafeébruary 2012 the PADEP and
PPL filed separate responses with the court. Inck@2012, the court dismissed the interveners',dagahe interveners have appealed the
dismissal to the Pennsylvania Supreme Court. €ttkement agreement for the Natural Resources DarGtgm has not yet been submitted
for public comments, which is the next phase inghexess of finalizing the claim.

Through June 30, 2012, PPL Energy Supply has s#hmillion for remediation and related costs andnsignificant remediation liability
remains on the balance sheet. PPL and PPL Enengyl\scannot be certain of the outcome of the mt@source damage assessment or the
associated costs, the outcome of any lawsuit tlagtime brought by citizens or businesses or thetexduare of any other regulatory or legal
actions that may be initiated against PPL, PPL gn&upply or their subsidiaries as a result ofdisposal basin release. However, PPL and
PPL Energy Supply currently do not expect suchamtes to result in significant losses above the arsocurrently recorded.

Seepages and Groundwater Infiltration - Pennsylvania, Montana and Kentucky
(PPL, PPL Energy Supply, LKE, LG&E and KU)

Seepages or groundwater infiltration have beercteeat active and retired wastewater basins ardfilis at various PPL, PPL Energy
Supply, LKE, LG&E and KU plants. PPL, PPL Energyp8ly, LKE, LG&E and KU have completed or are coatjplg assessments of
seepages or groundwater infiltration at varioudifees and have completed or are working with ages to implement abatement measures,
where required. A range of reasonably possibledegannot currently be estimated.

(PPL and PPL Energy Supply)

In 2007, six plaintiffs filed a lawsuit in the Marta Sixteenth Judicial District Court against tleés@ip plant owners asserting property
damage due to seepage from plant wastewater p@adsttlement agreement was reached in July 20hizhwvould have resulted in a
payment by PPL Montana, but certain of the pldmtdter argued the settlement was not final. Théstrip plant owners filed a motion to
enforce the settlement and in October 2011, thet gpanted the motion and ordered the settlemebétoompleted in 60 days. The plaintiffs
appealed the October 2011 order to the MontanacgupCourt, and the court's decision is expectedeirsecond half of 2012. Therefore,
settlement ordered by the district court is noafinPPL and PPL Energy Supply cannot predict titeamne of the appeal, although PPL
Montana's share of any final settlement is not etqukto be significant.
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Clean Water Act 316(b) (PPL, PPL Energy Supply, LKE, LG& E and KU)

The EPA finalized requirements in 2004 for new ardified cooling water intake structures. Thesaunements affect where generating
plants are built, establish intake design standandiscould lead to requirements for cooling tovedmsew and modified power plants. In
2009, however, the U.S. Supreme Court ruled ttaEfRA has discretion to use cost-benefit analysiietermining the best technology
available for minimizing adverse environmental iip@ aquatic organisms. The EPA published th@gsed rule in April 2011. The
industry and PPL reviewed the proposed rule anchiitdd comments. The EPA is evaluating commentisra@eting with industry groups to
discuss options. Two NODAs have been issued onulbahat indicate the EPA may be willing to ameine rule based on certain industry
group comments and the EPA's comment period oN@BAs has ended. The final rule is expected tsbaed in 2013. The proposed rule
contains two requirements to reduce impact to agoaganisms. The first requires all existing fitieis to meet standards for the reduction of
mortality of aquatic organisms that become trapggainst water intake screens regardless of théslefenortality actually occurring or the
cost of achieving the requirements. The secondireqgent is to determine and install the best teldgy available to reduce mortality of
aquatic organisms that are pulled through the jgl@obling water system. A form of cost-benefidlgnis is allowed for this second
requirement. This process involves a site-speeifiluation based on nine factors, including impéatenergy delivery reliability and the
remaining useful life of the plant. PPL, PPL Ene8upply, LKE, LG&E and KU cannot reasonably estiena range of reasonably possible
costs, if any, until a final rule is issued, thguiged studies have been completed, and eachiistateich they operate has decided how to
implement the rule.

Effluent Limitations Guidelines and Standards (PPL, PPL Energy Supply, LKE, LG& E and KU)

In October 2009, the EPA released its Final Dedefitudy of the Steam Electric Power Generatingiefit limitations guidelines and
standards. The EPA is expected to issue the@allations in 2014. PPL, PPL Energy Supply, LKE&E and KU expect the revised
guidelines and standards to be more stringenttti@nurrent standards especially for sulfur dioxddeibber wastewater and ash basin
discharges, which could result in more stringestlarge permit limits. In the interim, states nmagose more stringent limits on a case-by-
case basis under existing authority as permitsearewed. PPL, PPL Energy Supply, LKE, LG&E and &fd unable to predict the outcome
of this matter or estimate a range of reasonabdgipte costs, but the costs could be significant.

Other Issues (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

In 2006, the EPA significantly decreased to 109pér billion (ppb) the drinking water standardated to arsenic. In Pennsylvania, Mont
and Kentucky, this arsenic standard has been incatgd into the states' water quality standardscanttl result in more stringent limits in
NPDES permits for PPL's Pennsylvania, Montana amoticky plants. Subsequently, the EPA developdihf risk assessment for arse
that increases the cancer risk exposure by more2@dimes, which would lower the current standawdh 10 ppb to 0.1 ppb. If the lower
standard becomes effective, costly treatment wbaldequired to attempt to meet the standard antisatime, there is no assurance that it
could be achieved. PPL, PPL Energy Supply, LKEQEGnd KU cannot predict the outcome of the dristt assessment and what impac
any, it would have on their plants, but the cosisid be significant.

The EPA is reassessing its polychlorinated bipte(RICB) regulations under the Toxics Substance ConAirglwhich currently allow certa
PCB articles to remain in use. In April 2010, &eA issued an Advanced Notice of Proposed Rulemgakinchanges to these
regulations. This rulemaking could lead to a phagteof all PCB-containing equipment. The EPA lsnming to propose the revised
regulations in late 2012 or 2013. PPL, PPL En&ugpply, PPL Electric, LKE, LG&E and KU cannot preidat this time the outcome of the
proposed EPA regulations and what impact, if aingy twould have on their facilities, but the cosisld be significant.

A PPL Energy Supply subsidiary signed a Consenefadd Agreement (COA) with the PADEP in July 20@8er which it agreed, under
certain conditions, to take further actions to mmizie the possibility of fish kills at its Brunnesidnd plant. Fish are attracted to warm wat
the power plant discharge channel, especially duroid weather. Debris at intake pumps can rasw@tunit trip or reduction in load, causing
a sudden change in water temperature. A barrbban constructed to prevent debris from entdhiagiver water intake area at a cost that
was not significant.

PPL Energy Supply's subsidiary has also investibaliernatives to exclude fish from the discharigennel and submitted three alternative
the PADEP. The subsidiary and the PADEP have rmwladed that a barrier method to exclude fishoisworkable. In June 2012, a new
COA (the Brunner COA) was signed that allows thesgdiary to study a change in cooling tower operal methods that may keep fish fr
entering the channel. Should this approach tad,Brunner COA requires a retrofit of impingememntcol technology at the intakes to the
cooling towers.
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In March 2012, the subsidiary received a draft NBIErmit (renewed) for the Brunner Island plantfrihe PADEP. This permit includes
new water quality-based limits for the scrubberteaster plant. Some of these limits may not beéeaelile with the existing treatment
system. Several agencies and environmental groampsnented on the draft permit, raising issuesrthat be resolved in order to obtain a
final permit for the plant. PPL Energy Supply canpredict the outcome of the final resolutiontof permit issues at this time or what
impact, if any, they would have on this facilitytlthe costs could be significant.

In May 2010, the Kentucky Waterways Alliance anldestenvironmental groups filed a petition with Kentucky Energy and Environment
Cabinet challenging the Kentucky Pollutant DiscleaEdimination System permit issued in April 201(igh covers water discharges from
the Trimble County plant. In November 2010, théiBat issued a final order upholding the permit.December 2010, the environmental
groups appealed the order to the Trimble Circuili§dout the case was subsequently transferrduetétanklin Circuit Court. PPL, LKE,
LG&E, and KU are unable to predict the outcomehid matter or estimate a range of reasonably plesisisses, if any.

The EPA and the Army Corps of Engineers are workin@ guidance document that will expand the fddgraernment's interpretation of
what constitutes "waters of the United States"esttttjo regulation under the Clean Water Act. Thiange has the potential to affect
generation and delivery operations, with the migtiicant effect being the potential eliminatiohthe existing regulatory exemption for
plant waste water treatment systems. The costsrtaa be imposed on the Registrants as a resaltygventual expansion of this
interpretation cannot reliably be estimated at tinie.

Superfund and Other Remediatiaf’PL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

PPL Electric is potentially responsible for codtseveral sites listed by the EPA under the fed@uplerfund program, including the Colum
Gas Plant site, the Metal Bank site and the Wasash3former site. Clean-up actions have been doeirgy undertaken at all of these sites, the
costs of which have not been significant to PPLctie. However, should the EPA require differentidditional measures in the future, or
should PPL Electric's share of costs at multi-paitiys increase substantially more than currengbeeted, the costs could be significant.

PPL Electric, LG&E and KU are remediating or haeenpleted the remediation of several sites that weteaddressed under a regulatory
program such as Superfund, but for which PPL BlediG&E and KU may be liable for remediation. Bednclude a number of former coal
gas manufacturing plants in Pennsylvania and Kéatpeeviously owned or operated or currently owbgdgredecessors or affiliates of PPL
Electric, LG&E and KU. There are additional sitesmerly owned or operated by PPL Electric, LG&kI&KU predecessors or affiliates, for
which PPL Electric, LG&E and KU lack information enrrent site conditions and are therefore unabfgedict what, if any, potential
liability they may have.

Depending on the outcome of investigations at sitesre investigations have not begun or been cdetpler developments at sites for which
PPL Electric, LG&E and KU currently lack informatipthe costs of remediation and other liabilitiesld be material. PPL, PPL Electric,
LKE, LG&E and KU are unable to estimate a rangesaSonably possible losses, if any, related tcethestters.

The EPA is evaluating the risks associated witly@gadlic aromatic hydrocarbons and naphthalene, atedrby-products of coal gas
manufacturing. As a result of the EPA's evaluatindividual states may establish stricter stansléod water quality and soil cleanup. This
could require several PPL subsidiaries to take raamtensive assessment and remedial actions at f@maégas manufacturing plants. PPL,
PPL Electric, LKE, LG&E and KU cannot estimate aga of reasonably possible losses, if any, relatd¢dese matters.

From time to time, PPL Energy Supply, PPL ElecttiG&E and KU undertake remedial action in respaiesgpills or other releases at
various on-site and off-site locations, negotiaithwhe EPA and state and local agencies regamlitigns necessary for compliance with
applicable requirements, negotiate with property@ws and other third parties alleging impacts fRIRL's operations, and undertake similar
actions necessary to resolve environmental mattkich arise in the course of normal operationssdglaon analyses to date, resolution of
these environmental matters is not expected to haignificant impact on their operations.

Future cleanup or remediation work at sites culyamder review, or at sites not currently idemtifj may result in significant additional costs
for the Registrants.
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Environmental Matters - WPD (PPL)

WPD's distribution businesses are subject to enwiental regulatory and statutory requirements. B&lieves that WPD has taken and
continues to take measures to comply with the apblée laws and governmental regulations for théegtmn of the environment.

Other

Nuclear Insuranc (PPL and PPL Energy Supply)

PPL Susquehanna is a member of certain insurangggms that provide coverage for property damageeimbers' nuclear generating
plants. Facilities at the Susquehanna plant auéu against property damage losses up to $2lihhinder these programs. PPL
Susquehanna is also a member of an insurance prdbed provides insurance coverage for the costiicement power during prolonged
outages of nuclear units caused by certain spdafaditions.

Under the property and replacement power insurpanegrams, PPL Susquehanna could be assessed tigggaemiums in the event of the
insurers' adverse loss experience. At June 3®,2B maximum assessment was $48 million.

In the event of a nuclear incident at the Susquehatant, PPL Susquehanna's public liability fairals resulting from such incident would
limited to $12.6 billion under provisions of Theié&-Anderson Act Amendments under the Energy Pdliclyof 2005. PPL Susquehanna is
protected against this liability by a combinatidrcommercial insurance and an industry assessmmegtgm.

In the event of a nuclear incident at any of ttecters covered by The Price-Anderson Act Amendmenter the Energy Policy Act of 2005,
PPL Susquehanna could be assessed up to $235nmpédirancident, payable at $35 million per year.

Employee Relations(PPL, LKE and KU)

In July 2012, KU and the IBEW Local 2100 ratifiethace-year labor agreement containing a 2.5% wagease through July 2013, a
subsequent 2.5% wage increase for July 2013 thrdulyi2014 and a wage reopener for July 2014. agneement covers approximately 70
employees.

Guarantees and Other Assurances

(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)
In the normal course of business, the Registrartty énto agreements that provide financial permmoe assurance to third parties on behalf
of certain subsidiaries. Such agreements inclisleaxample, guarantees, stand-by letters of cisslited by financial institutions and surety

bonds issued by insurance companies. These agnéeare entered into primarily to support or enleathe creditworthiness attributed to a
subsidiary on a stand-alone basis or to facilitadecommercial activities in which these subsidiagnter.

(PPL)

PPL fully and unconditionally guarantees all of trebt securities of PPL Capital Funding.

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

The table below details guarantees provided at 30n2012. The total recorded liability at June 3012 and December 31, 2011, was $24
million and $14 million for PPL and $20 million a¥d 1 million for LKE. The probability of expectgédyment/performance under each of

these guarantees is remote except for "WPD guarafiteension and other obligations of unconsolidiaetities" and "Indemnification of
lease termination and other divestitures."
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Exposure at Expiration

June 30, 2012 (a) Date
PPL
Indemnifications related to the WPD Midlands aciicis (b)
WPD indemnifications for entities in liquidationcsales of asse $ 290(c) 2014- 2018
WPD guarantee of pension and other obligationsnobaosolidated entitie 89(d) 2015
Tax indemnification related to unconsolidated WHiliates (e)
PPL Energy Supply (f)
Letters of credit issued on behalf of affilia 21(9) 2012- 2014
Retrospective premiums under nuclear insuranceranag 48 (h)
Nuclear claims assessment under The -Anderson Act Amendments under The Energy Policydt@005 235(i)
Indemnifications for sales of ass: 262()) 2012- 2025
Indemnification to operators of jointly owned faiids 6 (k)
Guarantee of a portion of a divested unconsolidatgity's deb 22(1) 2018
PPL Electric (m)
Guarantee of inventory vall 19(n) 2016
LKE (m)
Indemnification of lease termination and other diiteres 301(o) 2021- 2023
LG&E and KU (p)
LG&E and KU guarantee of shortfall related to OV (q)

()
(b)

©

(d

(e)

®
(©)

)

@

Represents the estimated maximum potential amdudntuwre payments that could be required to be madker the guarante

Prior to PPL's acquisition, WPD Midlands Holdingsited had agreed to indemnify certain former dioes of a Turkish entity, in which WPD Midlands tdaigs
Limited previously owned an interest, for any ligtgs that may arise as a result of an investarably Turkish tax authorities, and PPL WEM has ez a cross-
indemnity from E.ON AG with respect to these inddfiation obligations. Additionally, PPL subsidies agreed to provide indemnifications to subsidgof E.ON
AG for certain liabilities relating to propertieacdhassets owned by affiliates of E.ON AG that weaasferred to WPD Midlands in connection with #eguisition. The
maximum exposure and expiration of these indenatifics cannot be estimated because the maximumtfatiability is not capped and the expiratiortelé not
specified in the transaction documel

In connection with the liquidation of wholly ownaedbsidiaries that have been deconsolidated upaimtuthe entities over to the liquidators, certaffiliates of PPL
Global have agreed to indemnify the liquidatorsecliors and/or the entities themselves for anylii@s or expenses arising during the liquidatimocess, including
liabilities and expenses of the entities placed liguidation. In some cases, the indemnificatiarslimited to a maximum amount that is basedistmildutions made
from the subsidiary to its parent either prior obsequent to being placed into liquidation. Ineottases, the maximum amount of the indemnificatismot explicitly
stated in the agreements. The indemnificationggaly expire two to seven years subsequent taldte of dissolution of the entities. The exposwed only includes
those cases in which the agreements provide fpeeific limit on the amount of the indemnificaticand the expiration date was based on an estinfithe dissolution
date of the entities

In connection with their sales of various busines¥éPD and its affiliates have provided the puremssvith indemnifications that are standard forhstransactions,
including indemnifications for certain pre-existiligbilities and environmental and tax matters.adidition, in connection with certain of these sal&PD and its
affiliates have agreed to continue their obligasiamder existing thirgharty guarantees, either for a set period of tiollewing the transactions or upon the conditiort
the purchasers make reasonable efforts to termihatguarantees. Finally, WPD and its affiliatesain secondarily responsible for lease paymerdsnueertain leases
that they have assigned to third part

As a result of the privatization of the ultility instry in the U.K., certain electric associationées and responsibilities were discontinued or fiedli As a result, certain
obligations, primarily pension-related, associatétth these organizations have been guaranteedebpdtticipating members. Costs are allocatedgartembers based
on predetermined percentages as outlined in spexfieements. However, if a member becomes inspleests can be reallocated to and are guarabtette
remaining members. At June 30, 2012, WPD has decban estimated discounted liability based onutsent allocated percentage of the total expectsts for which
the expected payment/performance is probable.hBleihe expiration date nor the maximum amountdéiptial payments for certain obligations is exglijcstated in
the related agreements. Therefore, they have ésténated based on the types of obligatis

Two WPD unconsolidated affiliates were refinancedmy 2005. Under the terms of the refinancing,MMRdemnified the lender against certain tax areot
liabilities. These indemnifications expired in thecond quarter of 201

Other than the letters of credit, all guaranteeBRIE Energy Supply, on a consolidated basis, giptydao PPL on a consolidated basis for finanaglarting purpose:
Standby letter of credit arrangements under PPLdgn8upply's credit facilities for the purposesobtecting various third parties against nonperfamoe by PPL. This
is not a guarantee by PPL on a consolidated k

PPL Susquehanna is contingently obligated to p@yatmount related to potential retrospective prensithat could be assessed under its nuclear irseiran
programs. See "Nuclear Insurance" above for amditiinformation

This is the maximum amount PPL Susquehanna cousbessed for each incident at any of the nuckeatars covered by this Act. See "Nuclear Inswedabove for
additional information

PPL Energy Supply's maximum exposure with respecettain indemnifications and the expiration &f thdemnifications cannot be estimated becaudégicase of
certain indemnification provisions, the maximumepttal liability is not capped by the transactimctdments and the expiration date is based on thiecaple statute of
limitations. The exposure and expiration dategd@ire only for those cases in which the agreenpeatsde for specific limits. The indemnificatigumovisions
described below are in each case subject to certatomary limitations, including thresholds faioalable claims, caps on aggregate liability, antketiimitations for
claims arising out of breaches of most representatand warrantie:
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A subsidiary of PPL Energy Supply has agreed t@igmindemnification to the purchaser of the Loslghd generation business for damages arisingfartyobreach ¢
the representations, warranties and covenants tineleelated transaction agreement and for dameggeg out of certain other matters, includingiiiies relating to
certain renewable energy facilities which were pyasly owned by one of the PPL subsidiaries soldhétransaction but which were unrelated to thed_ksland
generation business. The indemnification provisifum most representations and warranties expiredd third quarter of 2011.

A subsidiary of PPL Energy Supply has agreed teigmindemnification to the purchasers of the Maigdroelectric facilities for damages arising ofiany breach of
the representations, warranties and covenants tineeespective transaction agreements and for giesnarising out of certain other matters, includiabilities of the
PPL Energy Supply subsidiary relating to the pisiclg ownership or operation of those hydroeleéaddlities. The indemnification provisions forrtain
representations and warranties expired in the seqaarter of 2011.

Subsidiaries of PPL Energy Supply have agreedduige indemnification to the purchasers of certadn-core generation facilities sold in March 20éd damages
arising out of any breach of the representatiomsranties and covenants under the related transaajreements and for damages arising out of oesther matters
relating to the facilities that were the subjecthaf transaction, including certain reduced capawdyments (if any) at one of the facilities in #hent specified PIM rule
changes are proposed and become effective. Teenimification provisions for most representationd esarranties expired in the first quarter of 2012.

(9] In December 2007, a subsidiary of PPL Energy Suppécuted revised owners agreements for two joowlged facilities, the Keystone and Conemaugh getimey
plants. The agreements require that in the evieaydefault by an owner, the other owners funatitbutions for the operation of the generatingipdabased upon
their ownership percentages. The non-defaultinges®; who make up the defaulting owner's obligati@ane entitled to the generation entitlement efdbfaulting
owner, based upon their ownership percentage.eXpesure shown reflects the PPL Energy Supply didygis share of the maximum obligation. The agrests do
not have an expiration dat

(0] A PPL Energy Supply subsidiary owned a one-thinditygnterest in Safe Harbor Water Power CorporatiBafe Harbor) that was sold in March 2011. Beigig in
2008, PPL Energy Supply guaranteed one-third ofaangunts payable with respect to certain senic@sissued by Safe Harbor. Under the terms ofdleeagreement,
PPL Energy Supply continues to guarantee the poaiafe Harbor's debt, but received a cross-imitgnfrom the purchaser, secured by a lien on threlmaser's stock
of Safe Harbor, in the event PPL Energy Supplguired to make a payment under the guarantee.exjesure noted reflects principal or

(m) All guarantees of PPL Electric and LKE, on a coigaikd basis, also apply to PPL on a consolidassistfor financial reporting purpost

(n) PPL Electric entered into a contract with a thiedtp logistics firm that provides inventory procorent and fulfillment services. Under the contréog, logistics firm ha
title to the inventory purchased for PPL Electrics®. Upon termination of the contract, PPL Eledtas guaranteed to purchase any remaining ingettat has not
been used or sold by the logistics firm at the WiEd-average cost at which the logistics firm purchasednventory, thus protecting the logistics firrarh reductions i
the fair value of the inventor

(o) LKE provides certain indemnifications, the mostndfigant of which relate to the termination of tWKE lease in July 2009. These guarantees covetitheand
punctual payment, performance and discharge by jeaith of its respective present and future obiayet The most comprehensive of these guarardgbs LKE
guarantee covering operational, regulatory andrenmental commitments and indemnifications mad®W§E under the WKE Transaction Termination
Agreement. This guarantee has a term of 12 yeating July 2021, and a cumulative maximum exposf@i®&200 million. Certain items such as non-exctide
government fines and penalties fall outside theudative cap. LKE has contested the applicabilityhe indemnification requirement relating to onattar presented by
a counterparty under this guarantee. Another guieeawith a maximum exposure of $100 million congrdther indemnifications expires in 2023. In 2912, LKE
received an arbitration panel's decision affectiig matter, which granted LKE's indemnitee certaghts of first refusal to purchase excess powermarket-based
price rather than at an absolute fixed price. uly 2012, LKE's indemnitee filed a judicial actionthe Henderson Circuit Court, seeking to vachgedrbitration
decision. LKE believes its indemnification obligats in this matter remain subject to various utaieties, including the legal status of the coudt\sew of the
arbitration decision as well as future prices, ity and demand for the subject excess pov#E continues to evaluate various legal and comiméoptions with
respect to this indemnification matter. The ultienautcomes of the WKE termination-related indemaifons cannot be predicted at this time. Addiilty, LKE has
indemnified various third parties related to higtal obligations for other divested subsidiaried affiliates. The indemnifications vary by entéyd the maximum
exposures range from being capped at the sale torive specified maximum; however, LKE is not awaféormal claims under such indemnities made by [gerty at
this time. LKE could be required to perform ongééndemnifications in the event of covered lossd&bilities being claimed by an indemnified part-or the three
and six months ended June 30, 2012, LKE has adjitstestimated liability for certain of these imgigifications by $9 million ($5 million after-tax &0.01 per share,
basic and diluted, for PPL), which is reflectedlimcome (Loss) from Discontinued Operations (neincbme taxes)" on the Statement of Income. Thesawdent was
recorded in the Kentucky Regulated segment for PR&.additional material loss is anticipated bys@aof such indemnification

) All guarantees of LG&E and KU also apply to PPL am<E on a consolidated basis for financial repartpurposes

(a) Pursuant to a power purchase agreement with OVB&H and KU are obligated to pay a demand chargehvinicludes, among other charges, decommissioroats ¢
postretirement and post employment benefits. Hmahd charge is expected to cover LG&E's and Khlises of the cost of these items over the terrhef t
contract. However, in the event there is a shibitfacovering these costs, LG&E and KU are obleghto pay their share of the excess. The maximyuosre and the
expiration date of these potential obligationsrayepresently determinabl

The Registrants provide other miscellaneous guaearthrough contracts entered into in the normaisgoof business. These guarantees are
primarily in the form of indemnification or warraes related to services or equipment and vary matthn. The amounts of these guarantees
often are not explicitly stated, and the overalkimaum amount of the obligation under such guarateenot be reasonably

estimated. Historically, no significant paymenévé been made with respect to these types of giegsand the probability of
payment/performance under these guarantees iseéemot

PPL, on behalf of itself and certain of its subsiiis, maintains insurance that covers liabilityuased under contract for bodily injury and

property damage. The coverage requires a maxindumilfion deductible per occurrence and providesimam aggregate coverage of $2
million. This insurance may be applicable to oatigns under certain of these contractual arrangésme
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11. Related Party Transactions
PLR Contracts/Purchase of Accounts Receivabl@PL Energy Supply and PPL Electric)

PPL Electric holds competitive solicitations forfRlgeneration supply. PPL EnergyPlus has been adaxgbortion of the PLR generation
supply through these competitive solicitationse Skete 10 for additional information on the soligibns. PPL Electric's purchases from PPL
EnergyPlus totaled $16 million and $38 million fbe three and six months ended June 30, 2012 amdlfgh and $10 million during the
same periods in 2011. The sales and purchaséscérded in the Statements of Income as "Wholesaérgy marketing to affiliate" by PPL
Energy Supply and as "Energy purchases from atlliny PPL Electric.

Under the standard Supply Master Agreement fosthtieitation process, PPL Electric requires allgigrs to post collateral once credit
exposures exceed defined credit limits. PPL Ereligg/is required to post collateral with PPL Eliectvhen the aggregate credit exposure
with respect to electricity, capacity and otheatetl products to be delivered by PPL EnergyPlused& a contractual credit limit. Based on
the current credit rating and tangible net wortfPBL Energy Supply, as guarantor, PPL EnergyPtaditdimit was $35 million at June 30,
2012. In no instance is PPL Electric requireddetollateral to suppliers under these supplyrecis.

PPL Electric's customers may choose an alternatipelier for their generation supply. See NoterZafdditional information regarding PPL
Electric's purchases of accounts receivable fraerradtive suppliers, including PPL EnergyPlus.

At June 30, 2012, PPL Energy Supply had a net texgiosure of $38 million from PPL Electric frors tommitment as a PLR supplier and
from the sale of its accounts receivable to PPIctl=

Wholesale Sales and Purchas€sG& E and KU)

LG&E and KU jointly dispatch their generation unitith the lowest cost generation used to serve tietil native load. When LG&E has
excess generation capacity after serving its owail ngative load and its generation cost is loviamt that of KU, KU purchases electricity
from LG&E. When KU has excess generation capaiigr serving its own retail native load and itegtion cost is lower than that of
LG&E, LG&E purchases electricity from KU. Thesarisactions are reflected in the Statements of lecasri'Electric revenue from affiliate"
and "Energy purchases from affiliate” and are rdedrat a price equal to the seller's fuel cosuinga realized from such intercompany
transactions are shared equally between the twgani®s. The volume of energy each company hadllttoghe other is dependent on its
native load needs and its available generation.

Allocations of Corporate Service Cost¢PPL Energy Supply, PPL Electric and LKE)

PPL Services provides corporate functions suclnasdial, legal, human resources and informatichrielogy services. PPL Services
charges the respective PPL subsidiaries for thea@ich services when they can be specificalyiified. The cost of the services that is
not directly charged to PPL subsidiaries is alledab applicable subsidiaries based on an aveffahe subsidiaries' relative invested capital,
operation and maintenance expenses and numbembbyeaes. PPL Services charged the following anmfortthe periods ended June 30,
which PPL management believes are reasonablegding@mounts applied to accounts that are furtrstributed between capital and
expense:

Three Months Six Months
2012 2011 2012 2011
PPL Energy Suppl $ 53 $ 44 $ 110 $ 94
PPL Electric 39 35 81 74
LKE 3 4 8 9

Intercompany Billings by LKS (LG&E and KU)

LKS provides LG&E and KU with a variety of centdid administrative, management and support servitke cost of these services is
directly charged to the company or, for generattigat cannot be directly attributed, charged hasepredetermined allocation factors,
including the following measures: number of custmntotal assets, revenues, number of employedsrattier statistical information. LKS
charged the amounts in the table below for theodsrended June 30, which LKE management belieeeseasonable, including amounts 1
are further distributed between capital and expense
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Three Months Six Months
2012 2011 2012 2011

LG&E $ 40 $ 50 $ 81 $ 83
KU 35 55 81 104

Intercompany Borrowings
(PPL Energy Supply)

A PPL Energy Supply subsidiary periodically holdsalving demand notes from certain affiliates. JAhe 30, 2012, there were no balances
outstanding. At December 31, 2011, a note with ERérgy Funding had an outstanding balance of $1i8#®n with an interest rate of
3.77% that was reflected in "Note receivable frdfiliae" on the Balance Sheet. Interest earnedhese revolving facilities is included in
"Interest Income from Affiliates" on the Statemeotsncome. The interest rates on borrowings greakto one-month LIBOR plus a
spread. Interest earned on borrowings was insogmf for the three and six months ended June R 2nd 2011.

(LKE)

LKE maintains a $300 million revolving demand nuafi¢h a PPL Energy Supply subsidiary whereby LKE barrow funds on a short-term
basis at market-based rates. The interest ratbsroowings are equal to one-month LIBOR plus @agr At June 30, 2012 and

December 31, 2011, there were no balances outs@ntliterest expense incurred on the revolvingateimote with the PPL Energy Supply
subsidiary was not significant for the three andnsonths ended June 30, 2012 and 2011.

After PPL's acquisition of LKE in November 2010, EKield a note receivable from a PPL affiliate theag a $300 million borrowing limit
whereby LKE can loan funds on a short-term basimaket-based rates. At June 30, 2012 and Dece®ih@011, $12 million and $15

million were outstanding and were reflected in "&®teceivable from affiliates" on the Balance Shedte interest rates on loans are based
on the PPL affiliate's credit rating and are cullseequal to one-month LIBOR plus a spread. Ther@st rates on the outstanding borrowings
at June 30, 2012 and December 31, 2011 were 2.2498.27%. Interest income on the note receivalale mot significant for the three and
six months ended June 30, 2012 and 2011.

(LG&E)

LG&E participates in an intercompany money pookagnent whereby LKE and/or KU make available to LG&Eds up to $500 million at
an interest rate based on a market index of comalgraper issues. At June 30, 2012 and Decemhe?@1, LG&E had no payable balance
outstanding, but at June 30, 2012, LG&E had a $iomireceivable balance outstanding, which wateotéd in "Notes receivable from
affiliates" on the Balance Sheet. The interest cat the outstanding receivable at June 30, 20520w8%. Interest expense incurred on the
money pool agreement with LKE and/or KU was nohgigant for the three and six months ended June€802 and 2011. Interestincome
on the money pool agreement with LKE and/or KU wassignificant for the three and six months endi@te 30, 2012. There was no
interest income on the money pool agreement witk lakd/or KU for the three and six months ended 3n&011.

(KU)

KU participates in an intercompany money pool agreet whereby LKE and/or LG&E make available to Kihds up to $500 million at an
interest rate based on a market index of commepaijaér issues. At June 30, 2012, $6 million wastanding and was reflected in "Notes
payable with affiliates" on the Balance Sheet.D&tember 31, 2011, there was no balance outstanding interest rate on the outstanding
borrowings at June 30, 2012 was 0.48%. Intergstmse incurred on the money pool agreement with K@ or LG&E was not significant
for the three and six months ended June 30, 204 2@h1.

Trademark Royalties (PPL Energy Supply)
A PPL subsidiary owns PPL trademarks and billetbieiaffiliates for their use under a licensingesgnent. This agreement was terminated

in December 2011. PPL Energy Supply was charg@dillion and $20 million of license fees for the¢e and six months ended June 30,
2011. These charges are primarily included in BDthperation and maintenance" on the Statememicohhe.
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Intercompany Insurance (PPL Electric)

PPL Power Insurance Ltd. (PPL Power Insurance)kishaidiary of PPL that provides insurance covetad®PL and its subsidiaries for
property damage, general/public liability and wegkeompensation.

Due to damages resulting from several PUC-repartsfarms that occurred in May 2011, PPL Electriceexled its deductible for the 2011
policy year. Probable recoveries on insurancerdawith PPL Power Insurance of $15 million wereorded during the three and six months
ended June 30, 2011, of which $9 million was inellich "Other operation and maintenance" on theeStant of Income, and the remainder
was recorded in PP&E on the Balance Sheet.

Other (PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

See Note 7 for a discussion regarding capital #reticns by PPL Energy Supply, PPL Electric, LKE,&Eand KU. For PPL Energy
Supply, PPL Electric, LG&E and KU, refer to Notéd® discussions regarding intercompany allocat@ssociated with defined benefits.

12. Other Income (Expense) - net
(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

The breakdown of "Other Income (Expense) - net'tlierperiods ended June 30 was:

Three Months Six Months
2012 2011 2012 2011
PPL
Other Income
Earnings on securities in NDT fun $ 4 3 3 $ 12 $ 18
Interest incomt 2 2 3 4
AFUDC 3 2 5 3
Net hedge gains associated with the 2011 Bridgéifya@) 62 55
Equity earnings (losses) from unconsolidated af#ls 4) (6)
Miscellaneous- Domestic 3 4 5 7
Miscellaneous U.K. 2 1 2 1
Total Other Incom 10 74 21 88
Other Expens
Economic foreign currency exchange contracts (Ndi (25) 2) (@)
Charitable contribution 2 2 6 5
WPD Midlands acquisitic-related costs (Note ¢ 26 36
Foreign currency loss on 2011 Bridge Facility 58 58
U.K. stamp duty ta: 21 21
Miscellaneous- Domestic 4 1 8 4
Miscellaneous- U K. 1) 2 1 3
Total Other Expens (20; 108 8 127
Other Income (Expens- net $ 30 3 G4 8 13 8 39
PPL Energy Supply
Other Income
Earnings on securities in NDT fun $ 4 3 3 $ 12 3 18
Interest incom: 1 2 1 2
Miscellaneous 1 1 2 3
Total Other Incom 6 6 15 23
Other Expens
Charitable contribution 1
Miscellaneous 1 2 4 5
Total Other Expens 1 2 5 5
Other Income (Expens- net $ 5% 4 3 10 3 18

(@) Represents a gain on foreign currency contractshédged the repayment of the 2011 Bridge Fadilitsrowing.
(b) Represents a foreign currency loss related toghayment of the 2011 Bridge Facility borrowil

"Other Income (Expense) - net" for the three amdrenths ended June 30, 2012 and 2011 for PPLriglésfprimarily AFUDC. "Other
Income (Expense) - net" for the three and six meetided June 30, 2012 for LKE and KU is primargyigy losses from an unconsolidated
affiliate. The components of "Other Income (Expgnsnet” for the three and six months ended JOn@@12 and 2011 for LG&E are not
significant.
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13. Fair Value Measurements and Credit Concentratin
(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

Fair value is the price that would be receivedeaiban asset or paid to transfer a liability incaderly transaction between market participants
at the measurement date (an exit price). A mapptoach (generally, data from market transactj@rs)ncome approach (generally, present
value techniques and optigmicing models), and/or a cost approach (generadiylacement cost) are used to measure the faieadlan asse

or liability, as appropriate. These valuation agmhes incorporate inputs such as observable, éndemt market data and/or unobservable
data that management believes are predicated asthenptions market participants would use to faicasset or liability. These inputs may
incorporate, as applicable, certain risks suchomparformance risk, which includes credit risk.eTair value of a group of financial assets
and liabilities is measured on a net basis. Teasdfetween levels are recognized at end-of-reygpperiod values. During the three and six
months ended June 30, 2012, there were no trarisfeseen Level 1 and Level 2.

Recurring Fair Value Measurements

The assets and liabilities measured at fair valegew

June 30, 201 December 31, 201
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
PPL
Assets
Cash and cash equivale $ 981 $ 981 $ 1202 $ 1,202
Restricted cash and cash equivalent: 176 176 209 209
Price risk management ass¢
Energy commoditie 3,506 3 $ 3,459 $ 44 3,423 3 $ 3,390 $ 30
Interest rate swag 3 3
Foreign currency contrac 19 19 18 18
Cros«-currency swap 70 60 10 24 20 4
Total price risk management ass 3,595 3 3,538 54 3,468 3 3,431 34
NDT funds:
Cash and cash equivalel 14 14 12 12
Equity securitie:
U.S. largw-cap 317 219 98 292 202 90
U.S. mid/sma-cap 127 94 33 117 87 30
Debt securitie:
U.S. Treasun 96 96 86 86
U.S. government sponsored age 10 10 10 10
Municipality 81 81 83 83
Investmer-grade corporat 35 35 38 38
Other 2 2 2 2
Receivables (payables), r (1) (4) 3 ©) 3
Total NDT funds 681 419 262 640 384 256
Auction rate securities (t 18 3 15 24 24
Total asset $ 5451 % 1579 8 3803 60 § 5543 $ 1798 § 3687 § 58
Liabilities
Price risk management liabilitie
Energy commoditie $ 2,528 $ 3 3 2,515 $ 10 $ 2,345 $ 1% 2,327 $ 17
Interest rate swag 77 i 63 63
Foreign currency contrac 4 4
Cross-currency swap 2 2 2 2
$ 2,611 $ 3 $ 2,598 $ 10 $ 2,410 $ 1 $ 2,392 $ 17

Total price risk management liabiliti & Gtk W @ 8 &by & 2 o9 W GRue 8 o B Geks W S0




June 30, 2012 December 31, 2011

Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
PPL Energy Supply
Assets
Cash and cash equivale $ 446 $ 446 $ 379 $ 379
Restricted cash and cash equivalent: 110 110 145 145
Price risk management ass¢
Energy commodities 3,506 3 $ 3,459 $ 44 3,423 3 $ 3,390 $ 30
Total price risk management ass 3,506 3 3,459 44 3,423 3 3,390 30
NDT funds:
Cash and cash equivalel 14 14 12 12
Equity securitiet
U.S. larg-cap 317 219 98 292 202 90
U.S. mid/sma-cap 127 94 33 117 87 30
Debt securitie:
U.S. Treasun 96 96 86 86
U.S. government sponsored age 10 10 10 10
Municipality 81 81 83 83
Investmer-grade corporat 35 35 38 38
Other 2 2 2 2
Receivables (payables), r (1) (4) 3 (3) 3
Total NDT funds 681 419 262 640 384 256
Auction rate securities (t 15 3 12 19 19
Total asset $ 4,758 $ 978 $ 3,724 $ 56 $ 4,606 $ 911 $ 3,646 $ 49
Liabilities
Price risk management liabilitie
Energy commodities $ 2,528 $ 3 $ 2,515 $ 10 $ 2,345 $ 1 3 2,327 $ 17
Total price risk management liabiliti $ 258 % 3 $ 251568 10 $ 23458 1 $ 2327 8 17
PPL Electric
Assets
Cash and cash equivalel $ 45 % 45 $ 320 $ 320
Restricted cash and cash equivalent: 13 13 13 13
Total asset $ 588% s8 _ ____$ 388 33 _______
LKE
Assets
Cash and cash equivalel $ 29 $ 29 $ 59 $ 59
Restricted cash and cash equivalent: 31 31 29 29
Total asset $ 60 $ 60 $ 88 $ 88
Liabilities
Price risk management liabilitie
Interest rate swaps ( $ 62 $ 62 $ 60 $ 60
Total liabilities s 62 s 6 s 60 8 60
LG&E
Assets
Cash and cash equivalel $ 25 $ 25 $ 25 $ 25
Restricted cash and cash equivalent: 31 31 29 29
Total asset $ 56 $ 56 $ 54 $ 54
Liabilities
Price risk management liabilitie
Interest rate swaps ( $ 62 $ 62 $ 60 $ 60
Total liabilities $ 62 $ 62 $ 60 $ 60
KU
Assets
Cash and cash equivalents $ 3 $ 3 $ 31 $ 31
Total asset s ____s8s 3 ____ % s 3 _________

(@) Current portion is included in "Restricted cash aagh equivalents" and the l-term portion is included in "Other noncurrent as$en the Balance Shee
(b) Included in "Other investments" on the Balance &

(c) Current portion is included in "Other current as$aid the lon-term portion is included in "Other noncurrent assen the Balance Shee

(d) Current portion is included in "Other current ligi@s" and the lon-term portion is included in "Price risk managemtiilities" on the Balance Shee
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A reconciliation of net assets and liabilities sified as Level 3 for the periods ended June 30229 as follows

Fair Value Measurements Using Significant Unobservale Inputs (Level 3)

Three Months Six Months
Auction Cross- Energy Auction Cross-
Commodities, Rate Currency Commaodities, Rate Currency
Securities Swaps Total net Securities Swaps Total
PPL
Balance at beginning
period $ 19 $ 24 $ 3 46 $ 13 8 24 $ 4 % 41
Total realized/unrealize
gains (losses
Included in earning 2) 1) 3) 16 Q) 15
Included in OCI (a ) (1) 8 6 1 ) 10 10
Sales (5) (5) (5) (5)
Settlement: (5) (5) (11) (11)
Transfers into Level 14 14 14 14
Transfers out of Level 9 3 6 1 (3) (3) (5)
Balance at end of peric $ 348 158 1038 598 3 8 158 108 59
PPL Energy Supply
Balance at beginning
period $ 19 $ 19 38 $ 13 $ 19 $ 32
Total realized/unrealize
gains (losses
Included in earning 2) 2) 16 16
Included in OCI (a Q) 1) ) 1 Q)
Sales ?3) 3) ?3) ?3)
Settlement: (5) (5) (112) (11)
Transfers into Level 14 14 14 14
Transfers out of Level 9 (3) 6 1 (3) 2
Balance at end of peric $ 34 3 12 46 $ 34 3 12 $ 46

(@) "Energy Commodities, net" and "Cross-Currency Swaps included in "Qualifying derivatives" and "Atian Rate Securities" are included in "Available-gale
securities" on the Statements of Comprehensiventiec

A reconciliation of net assets and liabilities sified as Level 3 for the periods ended June 30129 as follows

PPL
Balance at beginning of peri
Total realized/unrealized gains (loss
Included in earning
Included in OCI (a
Purchase
Sales
Settlement:

Transfers out of Level
Balance at end of peric

PPL Energy Supply
Balance at beginning of peric
Total realized/unrealized gains (loss
Included in earning
Included in OCI (a
Purchase
Sales
Settlement:

Transfers out of Level
Balance at end of peric

(@) "Energy Commodities, net" are included in "Qualifyiderivatives" and

Comprehensive Incom

Fair Value Measurements Using Significant Unobservale Inputs (Level 3)

Three Months Six Months
Energy Auction Energy Auction
Commodities, Rate Commodities, Rate
net Securities Total net Securities Total

$ 32 $ 25 $ 57 $ 3) $ 25 $ 22
(3) () (4) (4)
3 3 4 4
2 2
(1) (1) (4) (4)
3 3 25 25
(6) (6) 6 6
$ 26 $ 25 $ 51 $ 26 $ 25 $ 5l
$ 32 3% 20 $ 52 $ 3) % 20 $ 17
(5) () (4) (4)
3 3 4 4
2 2
1) 1) 4 4
3 3 25 25
(6) (6) 6 6
$ 26 $ 20 $ 16 $ 26 $ 20 $ 46
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The significant unobservable inputs used in theviaiue measurement of assets and liabilities fledsas Level 3 at June 30, 2012 are as

follows:
Quantitative Information about Level 3 Fair Value Measurements
Fair Value, net Range
Asset Valuation Unobservable (Weighted
(Liability) Technique Input(s) Average) (a)
PPL

Energy commoditie

Observable wholesale prices used i

Retail natural gas sales contracts 30 Discounted cash floy proxy for retail delivery point 20%- 100% (69%,
Power sales contracts ( @) Discounted cash flo\ Basis price between delivery poir 24%- 61% (25%)
Full-requirement sales contracts 11 Discounted cash flo\ Customer migratiol 13%- 80% (34%)
Auction rate securities (¢ 15 Discounted cash flo\ Modeled from SIFMA Inde: 54%- 80% (65%)
Cros:-currency swaps (1 10 Discounted cash flo\ Credit valuation adjustme 25%- 37% (32%)
PPL Energy Supply
Energy commoditie
Observable wholesale prices used i
Retail natural gas sales contracts 30 Discounted cash floy proxy for retail delivery point 20%- 100% (69%,
Power sales contracts ( ) Discounted cash floy Basis price between delivery poir 24%- 61% (25%)
Full-requirement sales contracts 11 Discounted cash floy Customer migratiol 13%- 80% (34%)
Auction rate securities (¢ 12 Discounted cash floy Modeled from SIFMA Inde: 61%- 80% (66%)

(@) For energy commodities and auction rate securitiesrange and weighted average represent thenpageeof fair value derived from the unobservabjrits. For cross-
currency swaps, the range and weighted averagesemirthe percentage decrease in fair value die tonobservable inputs used in the model to catleuhe credit
valuation adjustmen

(b) Retail natural gas sales contracts extend thro03f .2 $14 million of the fair value is scheduledi@giver within the next 12 months. As the forwarite of natural gas
increases/(decreases), the fair value of the attst(decreases)/increas

(c) Power sales contracts extend through 2017. $(Hipmof the fair value is scheduled to deliver kit the next 12 months. As the forward price dfibancreases/
(decreases), the fair value of the contracts (dse®)/increase

(d) Full-requirement sales contracts extend througt82@L1 million of the fair value is scheduled ®ider within the next 12 months. As customer miignraincreases/
(decreases), the fair value of the contracts dees@increases

(e) Auction rate securities have a weighted averagéractual maturity of 26 years. The model usedaiowdate fair value incorporates an assumptionttreauctions will
continue to fail. As the modeled forward rateshaf SIFMA index increase/(decrease), the fair valuthe securities increases/(decreas

() Cross-currency swaps extend through 2021. Thetaraldiation adjustment incorporates projected piolities of default and estimated recovery rat@s.the credit
valuation adjustment increases/(decreases), thegdhaie of the swaps (decreases)/incree

Net gains and losses on assets and liabilitiesifiled as Level 3 and included in earnings forplkedods ended June 30 are reported ir
Statements of Income as follows:

Three Months

Cross-Currency

Energy Commodities, net Swaps
Unregulated Retail Wholesale Energy Net Energy Energy
Electric and Gas Marketing Trading Margins Purchases Interest Expense
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
PPL
Total gains (losses) included in earnit $ 2 3 4 $ ®) $ B) $ 13 2 3 13 ®) $ (1)
Change in unrealized gains (losses) rela
to positions still held at the reporting d: 49 4 (12) 7) 1 1 2)
PPL Energy Supply
Total gains (losses) included in earnit $ 2 3 4 $ ®) $ 5) $ 13 2 $ 13 (6)
Change in unrealized gains (losses) rela
to positions still held at the reporting d: 49 4 (12) 7) 1 1 2)
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Six Months

Cross-Currency

Energy Commaodities, nei Swaps
Unregulated Retail Wholesale Energy Net Energy Energy
Electric and Gas Marketing Trading Margins Purchases Interest Expense
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
PPL
Total gains (losses) included in earnit $ 18 $ 5 % 2 $ 4) $ 3) $ @) $ (1)
Change in unrealized gains (losses) rela
to positions still held at the reporting d: 39 5 (13) ®) $ 1 $ 1 17
PPL Energy Supply
Total gains (losses) included in earnit $ 18 $ 5 % 2 % (4) $ 3) $ )
Change in unrealized gains (losses) rela
to positions still held at the reporting d: 39 5 (13) ®) $ 1 $ 1 17

Price Risk Management Assets/LiabilitietEnergy Commodities( PPL and PPL Energy Supply)

Energy commodity contracts are generally valuedgitie income approach, except for exchange-trddadative gas and oil contracts,
which are valued using the market approach andlassified as Level 1. When observable inputsuaesl to measure all or most of the value
of a contract, the contract is classified as L&velLevel 2 contracts are valued using quotes nbthfrom an exchange (where there is
insufficient market liquidity to warrant inclusion Level 1), binding and non-binding broker quotasces posted by ISOs or published tariff
rates. Furthermore, independent quotes are obt&iom the market to validate the forward pricevas. These contracts include forwards,
swaps, options and structured deals for electrig#g, oil, and/or emission allowances and mayftsetowith similar positions in exchange-
traded markets. To the extent possible, fair vateasurements utilize various inputs that includeted prices for similar contracts or
market-corroborated inputs. In certain instanttesse contracts may be valued using models, inwdustiandard option valuation models and
standard industry models. For example, the fdirevaf a full-requirement sales contract that dafvwpower to an illiquid delivery point may
be measured by valuing the nearest liquid tradmigtgplus the value of the basis between the twintpo The basis input may be from matr
guotes, FTR prices, or historical prices.

When unobservable inputs are significant to thevialue measurement, a contract is classified &sll® The fair value of contracts
classified as Level 3 has been calculated using®Bprietary models which include significant uneta&ble inputs such as delivery at a
location where pricing is unobservable, assumptfonsustomer migration or delivery dates thatlzegond the dates for which independent
guotes are available. Forward transactions, ifietutbrward transactions classified as Level 3,aralyzed by PPL's Risk Management
department, which reports to the Chief Financidlg@f (CFO). Accounting personnel, who also repoithe CFO, interpret the analysis
quarterly to appropriately classify the forwardisactions in the fair value hierarchy. Valuatieohniques are evaluated

periodically. Additionally, Level 2 and Level 3ifaralue measurements include adjustments for trisi based on PPL's own
creditworthiness (for net liabilities) and its coerparties' creditworthiness (for net assets). '®Piledit department assesses all reasonably
available market information which is used by agtg personnel to calculate the credit valuatidjustment.

In certain instances, energy commodity contraadransferred between Level 2 and Level 3. Thagny reasons for the transfers during
2012 and 2011 were changes in the availability afket information and changes in the significanfcéhe unobservable portion of the
contract. As the delivery period of a contractdimaes closer, market information may become availaliVhen this occurs, the model's
unobservable inputs are replaced with observablt&ehaformation.

Price Risk Management Assets/Liabilitielhterest Rate Swaps/Foreign Currency Contracts&ttarrency SwapéPPL, LKE and LG& E)

To manage interest rate risk, PPL, LKE and LG&E inserest rate contracts such as forward-startiveyps, floating-to-fixed swaps and
fixed-to-floating swaps. To manage foreign curgeagchange risk, PPL uses foreign currency corgrsieth as forwards, options and cross-
currency swaps that contain characteristics of bu#rest rate and foreign currency contracts.irfseme approach is used to measure the
value of these contracts, utilizing readily obsetganputs, such as forward interest rates (elOR and government security rates) and
forward foreign currency exchange rates (e.g., @B&Euro), as well as inputs that may not be elabde, such as credit valuation
adjustments. In certain cases, market informatamot practicably be obtained to value credit aisl therefore internal models are relied
upon. These models use projected probabilitietetfult and estimated recovery rates based orricstobservances. When the credit
valuation adjustment is significant to the ovevalluation, the contracts are classified as Level'Be primary reason for the transfers out of
Level 3 for 2012 was the change in the significamicihe credit valuation adjustment. Cross-curyeswaps classified as Level 3 are valued
by PPL's Corporate Finance department, which regiorthe CFO. Accounting personnel,
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who also report to the CFO, interpret the analgsiarterly to appropriately classify the contraatshie fair value hierarchy. Valuation
techniques are evaluated periodically.

(PPL and PPL Energy Supply)

NDT Funds

The market approach is used to measure the faievaflequity securities held in theDT funds.

« The fair value measurements of equity securitiassified as Level 1 are based on quoted pricestiveanarkets and are comprised of
securities that are representative of the Wilsb@@0 index, which is invested in approximately 7l@¥fe-cap stocks and 30% mid/small-
cap stocks

« Investments in commingled equity funds are clasdifis Level 2 and represent securities that treelS&P 500 index and the Wilshire
4500 index. These fair value measurements arallmasérm quotes of net asset values per shareshwdnie not obtained from a quoted
price in an active marke

Debt securities are generally measured using aghagproach, including the use of matrix pricit@emmon inputs include reported trades,

broker/dealer bid/ask prices, benchmark securtiescredit valuation adjustments. When neces#aeyfair value of debt securities is

measured using the income approach, which incomg®samilar observable inputs as well as benchmyiatlds, credit valuation adjustments,
reference data from market research publicatiomsithily payment data, collateral performance and issue data.

The debt securities held by the NDT funds at JUhe2812 have a weighted-average coupon of 4.22% amgighted-average maturity of 8.3
years.

Auction Rate Securities

Auction rate securities include Federal Family Eadion Loan Program guaranteed student loan revieonds, as well as various municipal
bond issues. The exposure to realize losses gp gexurities is not significant.

The fair value of auction rate securities is estadaising an income approach that includes readhfervable inputs, such as principal
payments and discount curves for bonds with cratiitgs and maturities similar to the securities] anobservable inputs, such as future
interest rates that are estimated based on the SlREX, creditworthiness, and liquidity assump#alriven by the impact of auction
failures. When the present value of future intepayments is significant to the overall valuatitite auction rate securities are classified as
Level 3. The primary reason for the transfer dutevel 3 in 2012 was the change in the signifieaatthe present value of future interest
payments as maturity dates approach.

Auction rate securities are valued by PPL's Trgadapartment, which reports to the CFO. Accoungagsonnel, who also report to the
CFO, interpret the analysis quarterly to approphatlassify the contracts in the fair value hietat. Valuation techniques are evaluated
periodically.

Financial Instruments Not Recorded at Fair Value (PPL, PPL Energy Supply, PPL Electric, LKE, LG&E and KU)

The carrying amounts of contract adjustment paymeiated to the Purchase Contract component d&duéty Units and long-term debt on
the Balance Sheets and their estimated fair valteset forth below. The fair values of theserumaents were estimated using an income
approach by discounting future cash flows at egtichaurrent cost of funding rates, which incorpetie credit risk of the Registrants. Th
instruments are classified as Level 2. The efééthird-party credit enhancements is not inclugethe fair value measurement.
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June 30, 2012 December 31, 2011

Carrying Carrying
Amount Fair Value Amount Fair Value
PL
Contract adjustment payments $ 152 $ 154 $ 198 $ 198
Long-term debt 18,710 20,402 17,993 19,392
PPL Energy Supply
Long-term debt 3,279 3,663 3,024 3,397
PPL Electric
Long-term debt 1,718 2,020 1,718 2,012
LKE
Long-term debt 4,074 4,333 4,073 4,306
LG&E
Long-term debt 1,112 1,166 1,112 1,164
KU
Long-term debt 1,842 2,004 1,842 2,000

(@) Reflected in "Other current liabilities" and "Ottaeferred credits and noncurrent liabilities" oa Balance Sheet

The carrying value of short-term debt (includindambetween affiliates), when outstanding, reprssanapproximates fair value due to the
variable interest rates associated with the fir@rostruments and is classified as Level 2. Tdreying value of held-to-maturity, short-term
investments at December 31, 2011 approximateddire due to the liquid nature and short-term domadf these instruments.

Credit Concentration Associated with Financial Instuments

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

Contracts are entered into with many entities fiergurchase and sale of energy. Many of theseamatqualify for NPNS and, as such, the
fair value of these contracts is not reflectechia financial statements. However, the fair valiithese contracts is considered when
committing to new business from a credit perspecti8ee Note 14 for information on credit polidisgd to manage credit risk, including
master netting arrangements and collateral reqeinésn

(PPL)

At June 30, 2012, PPL had credit exposure of $BiBrbfrom energy trading partners, excluding #féects of netting arrangements and
collateral. As a result of netting arrangements eallateral, PPL's credit exposure was reduceé8#8 million. The top ten counterparties
accounted for $429 million, or 51%, of the net esqpe and all had investment grade credit rating® fB&P or Moody's.

(PPL Energy Supply)

At June 30, 2012, PPL Energy Supply had credit supoof $2.9 billion from energy trading partnexscluding exposure from related part
and the effects of netting arrangements and cadlaté\s a result of netting arrangements and temid, this credit exposure was reduced to
$842 million. The top ten counterparties accourteb429 million, or 51%, of the net exposure afichad investment grade credit ratings
from S&P or Moody's. See Note 11 for informatie@garding the related party credit exposure.

(PPL Electric)

At June 30, 2012, PPL Electric had no credit exppsmder energy supply contracts (including itspdppontracts with PPL EnergyPlus).
(LKE, LG& E and KU)

At June 30, 2012, LKE's, LG&E's and KU's credit expre was not significant.
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14. Derivative Instruments and Hedging Activities
Risk Management Objectives
(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

PPL has a risk management policy approved by tfadBof Directors to manage market risk and coumatgyprredit risk. The RMC,
comprised of senior management and chaired by tief Risk Officer, oversees the risk managementtion. Key risk control activities
designed to ensure compliance with the risk pdicgt detailed programs include, but are not limitearedit review and approval, validation
of transactions and market prices, verificatiomisi and transaction limits, VaR analyses, portfaliress tests, gross margin at risk analyses,
sensitivity analyses, and daily portfolio reportimgluding open positions, determinations of faitue, and other risk management metrics.

Market Risk

Market risk is the potential loss that may be imedras a result of price changes associated witirtecular financial or commodity
instrument. Forward contracts, futures contramiions, swaps and structured transactions or geraents, such as tolling agreements, are
utilized as part of risk management strategiesitormize unanticipated fluctuations in earnings @by changes in commodity prices,
volumes of full-requirement sales contracts, baggsure, interest rates and/or foreign currenchamnge rates. Many of the contracts meet
the definition of a derivative. All derivativesearecognized on the Balance Sheets at their faieyanless they qualify for NPNS.

The table below summarizes the market risks tfataPPL and its subsidiaries.

PPL PPL
PPL Energy Supply Electric LKE LG&E KU

Commodity price risk (including basis a

volumetric risk) X X M M M M
Interest rate risk

Debt issuance X X M M M M

Defined benefit plan X X M M M M

NDT securities X X
Equity securities price risl

Defined benefit plan X X M M M M

NDT securities X X

Future stock transactiol X
Foreign currency ris- WPD investmen X

X = PPL and PPL Energy Supply actively mitigate marlsks through their risk management programs rilesd above
M = The regulatory environments for PPL's regulatetities, by definition, significantly mitigate magkrisk.

Commodity pricerisk

» PPL Energy Supply is exposed to commodity pricsjdand volumetric risks for energy and energyteelaoroducts associated with the
sale of electricity from its generating assets ater electricity and gas marketing activities [@uing full-requirement sales contracts)
and the purchase of fuel and f-related commodities for generating assets, asagdibr proprietary trading activitie

« PPL Electric is exposed to market and volumetskgifrom its obligation as PLR; however, its PU@aped cost recovery mechanism
substantially eliminates its exposure to markéd. riBPL Electric also mitigates its exposure tamadtric risk by entering into full-
requirement supply agreements to serve its PLRomets. These supply agreements transfer the vadiecnmisk associated with the PLR
obligation to the energy suppliers; ¢

» LG&E's and KU's rates include certain mechanismduel, gas supply and environmental expenses.sd heechanisms generally
provide for timely recovery of market price andwmwletric fluctuations associated with these expel

Interest rate risk
« PPL and its subsidiaries are exposed to interéstisk associated with forecasted fixed-rate adistiag floating-rate debt
issuances. WPD holds over-the-counter cross ctyremaps to limit exposure to market fluctuationsrterest and principal payments

from foreign currency exchange rates. LG&E utdizever-the-counter interest rate swaps to limitosxpe to market fluctuations on
floating-rate debt

85




« PPL and its subsidiaries are exposed to interéstisk associated with debt securities held byneef benefit plans. Additionally, PPL
Energy Supply is exposed to interest rate risk@ased with debt securities held by the NI

Equity securities price risk

« PPL and its subsidiaries are exposed to equityrBesuprice risk associated with equity securitiedd by defined benefit
plans. Additionally, PPL Energy Supply is exposeequity securities price risk in the NDT fun

« PPL is exposed to equity securities price risk ffatare stock sales and/or purchases.

Foreign currency risk

» PPL is exposed to foreign currency exchange rigkauily associated with its investments in U.K.iladtes.
Credit Risk

Credit risk is the potential loss that may be imedrdue to a counterparty's non-performance, imetudefaults on payments and energy
commodity deliveries.

PPL is exposed to credit risk from interest raté fameign currency derivatives with financial instions, as well as additional credit risk
through certain of its subsidiaries, as discusstovi

PPL Energy Supply is exposed to credit risk frornowdity derivatives with its energy trading pargjerhich include other energy
companies, fuel suppliers and financial institusion

LKE and LG&E are exposed to credit risk from intreate derivatives with financial institutions.

The majority of credit risk stems from commodityrigatives for multi-year contracts for energy saesl purchases. If PPL Energy Supply's
counterparties fail to perform their obligationgdensuch contracts and PPL Energy Supply couldepéace the sales or purchases at the
same or better prices as those under the defaudtgdacts, PPL Energy Supply would incur finantdakes. Those losses would be
recognized immediately or through lower revenueiigher costs in future years, depending on thewtting treatment for the defaulted
contracts. In the event a supplier of LKE (throitgtsubsidiaries LG&E and KU) or PPL Electric défa on its obligation, those entities
would be required to seek replacement power oaogphent fuel in the market. In general, incremeasts incurred by these entities would
be recoverable from customers in future rates.

PPL and its subsidiaries have credit policies atelto manage credit risk, including the use aéstablished credit approval process, daily
monitoring of counterparty positions and the useakter netting agreements. These agreementsafjgriieclude credit mitigation
provisions, such as margin, prepayment or collatecuirements. PPL and its subsidiaries may readitional credit assurance, in certain
circumstances, in the event that the counterpadiedit ratings fall below investment grade oritlexposures exceed an established credit
limit. See Note 13 for credit concentration asatex with energy trading partners.

Master Netting Arrangements

Net derivative positions are not offset againstrigbt to reclaim cash collateral (a receivable)ha obligation to return cash collatera
payable) under master netting arrangements.

PPL's and PPL Energy Supply's obligation to reaounterparty cash collateral under master nettirmpngements was $205 million and $147
million at June 30, 2012 and December 31, 2011.

PPL Electric, LKE and LG&E had no obligation toust cash collateral under master netting arrangésragrJune 30, 2012 and Decembe
2011.

PPL, LKE and LG&E had posted cash collateral undaster netting arrangements of $31 million and$#Bon at June 30, 2012 and
December 31, 2011.

PPL Energy Supply and PPL Electric had not positgdcash collateral under master netting arrangesreniune 30, 2012 and December 31,
2011.
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Commaodity Price Risk (Non-trading)
(PPL and PPL Energy Supply)

Commaodity price risk, including basis and volumetisk, is among PPL's and PPL Energy Supply's wigsificant risks due to the level of
investment that PPL and PPL Energy Supply maintatheir competitive generation assets, as wethasxtent of their marketing and
proprietary trading activities. Several factoriliance price levels and volatilities. These fastaclude, but are not limited to, seasonal
changes in demand, weather conditions, availabiergéing assets within regions, transportationgmainsion availability and reliability
within and between regions, market liquidity, ahd hature and extent of current and potential fdderd state regulations.

PPL and PPL Energy Supply enter into financial phgsical derivative contracts, including forwarfigures, swaps and options, to hedge
price risk associated with electricity, natural gasisand other commaodities. Certain contractslifuéor NPNS or are non-derivatives and are
therefore not reflected in the financial statememi$l delivery. PPL and PPL Energy Supply segredlaeir remaining non-trading activities
into two categories: cash flow hedges and econawtiwity, as discussed below.

Cash Flow Hedges

Certain derivative contracts have qualified fordedccounting so that the effective portion of dvétive's gain or loss is deferred in AOCI
and reclassified into earnings when the forecatsgetbaction occurs. The cash flow hedges thatezkat June 30, 2012 range in maturity
through 2016. At June 30, 2012, the accumulatédmecognized after-tax gains (losses) that apeeted to be reclassified into earnings
during the next 12 months were $260 million for R#*id PPL Energy Supply. Cash flow hedges are disuced if it is no longer probable
that the original forecasted transaction will ocburthe end of the originally specified time pesathd any amounts previously recorded in
AOCI are reclassified into earnings once it is tetaed that the hedge transaction is probable bboourring. For the three and six months
ended June 30, 2012 and 2011, such reclassifisatiene insignificant.

For the three and six months ended June 30, 2@t ehineffectiveness associated with energy déresatvas insignificant. For the three
and six months ended June 30, 2011, hedge inefée&ss associated with energy derivatives resintatter-tax gains (losses) of $(10)
million and $(14) million.

Certain cash flow hedge positions were dedesigraueidg the six months ended June 30, 2012. Tihedtue of the hedges at December
2011 remained in AOCI because the original forexhstansaction is still expected to occur. Pregixs (losses) of $123 million,
representing the change in fair value of the reigipositions during the six months ended June8@2, were recorded as economic acti
in "Wholesale energy marketing - Unrealized" on $ttetement of Income.

Economic Activity

Many derivative contracts economically hedge thmmmdity price risk associated with electricity, una gas, oil and other commodities but
do not receive hedge accounting treatment. Theseadives hedge a portion of the economic valuBRE Energy Supply's competitive
generation assets and unregulated full-requiremettretail contracts, which are subject to chamyéair value due to market price volatility
and volume expectations. Additionally, economitivéty includes the ineffective portion of qualifyg cash flow hedges (see "Cash Flow
Hedges" above). The derivative contracts in thiegory that existed at June 30, 2012 range innibatbrough 2019.

Examples of economic activity include hedges oassaf baseload generation; dedesignations as disttirs "Cash Flow Hedges" above;
certain purchase contracts used to supplyradiirement sales contracts; FTRs or basis swaggstoshedge basis risk associated with the
of competitive generation or supplying unreguldtddrequirement sales contracts; spark spreade (feelectricity with the simultaneous
purchase of fuel); retail electric and natural getvities; and fuel oil swaps used to hedge pe®ealation clauses in coal transportation and
other fuelrelated contracts. PPL Energy Supply also usasraptwhich include the sale of call options anel pairchase of put options tied
a particular generating unit. Since the physiealeyating capacity is owned, price exposure igdichio the cost of the particular generating
unit and does not expose PPL Energy Supply to wereavmarket price risk.

Unrealized activity associated with monetizing aerfull-requirement sales contracts was also uetlin economic activity during the three
and six months ended June 30, 2012 and 2011.
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The net fair value of economic positions at June2®12 and December 31, 2011 was a net asseliflipbf $796 million and $(63) million
for PPL Energy Supply. The unrealized gains (Iesf@ economic activity for the periods ended J8@evere as follows.

Three Months Six Months
2012 2011 2012 2011

PPL Energy Supply
Operating Revenue

Unregulated retail electric and ¢ $ 12) $ 13 2) $ 5

Wholesale energy marketit (458 (44) 394 13
Operating Expense

Fuel (16) (11) (14) 12

Energy purchase 442 109 (149 127

The net gains (losses) recorded in "Wholesale gmaayketing” resulted primarily from hedges of Haad generation; certain full-
requirement sales contracts for which PPL Energyp8udid not elect NPNS, from hedge ineffectivenasd dedesignations, as discussed in
"Cash Flow Hedges" above, and from the monetizatfarertain full-requirement sales contracts in@0The net gains (losses) recorded in
"Energy purchases" resulted primarily from cerfaimchase contracts to supply the fiduirement sales contracts noted above for whirlt
Energy Supply did not elect hedge treatment, freaige ineffectiveness, and from purchase contraatsb longer hedge the full-
requirement sales contracts that were monetiz2019.

(PPL and PPL Energy Supply)

Commodity Price Risk (Trading)

PPL Energy Supply also executes energy contractkeoadvantage of market opportunities. As alteBBRL Energy Supply may at times
create a net open position in its portfolio thatldaresult in significant losses if prices do naiva in the manner or direction anticipated. |
Energy Supply's trading activity is shown in "Neaeegy trading margins" on the Statements of Income.

Commodity Volumetric Activity

PPL Energy Supply currently employs four primamatggies to maximize the value of its wholesaleg@neortfolio. As further discussed
below, these strategies include the sales of cdtiyeebaseload generation, optimization of competiintermediate and peaking generation,
marketing activities, and proprietary trading aitiéés. The tables within this section presentwblimes of PPL Energy Supply's derivative
activity, excluding those that qualify for NPNS |ess otherwise noted.

Sales of Competitive Baseload Generation

PPL Energy Supply has a formal hedging progranitfoarompetitive baseload generation fleet, whiaiudes 7,252 MW of nuclear, coal and
hydroelectric generating capacity. The objectizéhis program is to provide a reasonable leveladr-term cash flow and earnings certainty
while preserving upside potential of power pricer@ases over the medium term. PPL Energy Supplyiteexpected generation output on a
forward basis using both derivative and non-deiveainstruments. Both are included in the follogiables.

The following table presents the expected sale&Wh, from competitive baseload generation andnigplirrangements that are included in
the baseload portfolio based on current forecasssdmptions for 2012-2014.

2012 (a) 2013 2014

25,889 49,602 52,358

(@) Represents expected sales for the balance of thentyear
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The following table presents the percentage of ebguecompetitive baseload generation sales shoaweahat has been sold forward under
fixed price contracts and the related percentadaedfthat has been purchased or committed at 30n2012.

Derivative Total Power Fuel Purchases (c
Year Sales (a) Sales (b) Coal Nuclear
2012 (d) 94% 97% 108% 100%
2013 90% 94% 106% 100%
2014 (e) 21% 25% 71% 100%

(@) Excludes non-derivative contracts and contractsgbalify for NPNS. Volumes for option contracéfor in the probability of an option being exeecisand may be less
than the notional amount of the optit

(b) Amount represents derivative (including contrahtg gualify for NPNS) and non-derivative contract®lumes for option contracts factor in the probigbof an option
being exercised and may be less than the notionatiat of the option. Percentages are based od-price contracts only

(c) Coal and nuclear contracts receive accrual acaogiteatment, as they are not derivative contraercentages are based on both - and variabl-priced contracts

(d) Represents the balance of the current y

(e) Volumes for derivative sales contracts that delimefuture periods total 1,737 GWh and 2.0 E

In addition to the fuel purchases above, PPL En&ugyply attempts to economically hedge the fualeprisk that is within its fuelelated ant
coal transportation contracts, which are tied tangfes in crude oil or diesel prices. PPL Energyp8uhas also entered into contracts to
financially hedge the physical sale of oil. Thédwing table presents the net volumes (in thousasfarrels) of derivative (sales)/purchase
contracts and contracts that qualify for NPNS usezlipport of these strategies at June 30, 2012.

2012 (a) 2013 2014

Oil Swaps 68 393 240

(@) Represents the balance of the current y

Optimization of Competitive Intermediate and PegkBeneration

In addition to its competitive baseload generatiotivities, PPL Energy Supply attempts to optintlee overall value of its competitive
intermediate and peaking fleet, which includes 8,RBV of natural gas and diired generation. The following table presentsrikévolume:
of derivative (sales)/purchase contracts usedppai of this strategy at June 30, 2012.

Units 2012 (a) 2013 2014
Net Power Sales (t GWh (2,188 (408
Net Fuel Purchases (b)( Bcf 255 2.6 (0.3)
(@ Represents the balance of the current y
(b) Volumes for derivative contracts used in suppoitheke strategies that deliver in future perio@sirsignificant.
(c) Included in these volumes are non-options and éedt@ption contracts that converted to non-optierivative contracts. Volumes associated withaptontracts are
insignificant.

Marketing Activities

PPL Energy Supply's marketing portfolio is compdisé full-requirement sales contracts and theitesl supply contracts, retail natural gas
and electricity sales contracts and other marketitiyities. The obligations under the full-requirent sales contracts include supplying a
bundled product of energy, capacity, RECs, andratheillary products. The full-requirement salesttacts PPL Energy Supply is awarded
do not provide for specific levels of load, anduattioad could vary significantly from forecasteda@unts. PPL Energy Supply uses a variety
of strategies to hedge its full-requirement sategracts, including purchasing energy at a liquadliing hub or directly at the load delivery
zone, purchasing capacity and RECs in the marle@sapplying the energy, capacity and RECs witlyéiseration. The following table
presents the volume of (sales)/purchase contraxtfyding FTRs, RECs, basis and capacity contrases] in support of these activities at
June 30, 2012.
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Units 2012 (a) 2013 2014

Energy sales contracts ( GWh (9,905 (9,387 (4,306
Related energy supply contracts
Energy purchase GWh 6,904 5,196 1,916
Volumetric hedges (¢ GWh 212 270 74
Generation suppl GWh 1,703 3,049 2,234
Retail natural gas sales contra Bcf (8.4, (8.0} (2.3
Retail natural gas purchase contre Bcf 8.4 8.0 2.3

(@) Represents the balance of the current y

(b) Includes NPNS and contracts that are not derivatiwdich receive accrual accounti

(c) PPL Energy Supply uses power and gas options, sarapfutures to hedge the volumetric risk assodiat¢h sales contracts since the demand for powges
hourly. Volumes for option contracts factor in f@bability of an option being exercised and maydss than the notional amount of the option.

Proprietary Trading Activity

At June 30, 2012, PPL Energy Supply's proprietaagtihg positions, excluding FTR, basis and capamitytract activity that are included in
the tables below, were insignificant.

Other EnergyRelated Positions

FTRs and Other Basis Positions

PPL Energy Supply buys and sells FTRs and othés pasitions to mitigate the basis risk betweerivdey points related to the sales of its
generation, the supply of its full-requirement satentracts and retail contracts, as well as foppetary trading purposes. The following
table represents the net volumes of derivative Bii® basis (sales)/purchase contracts at June 3R, 20

Units 2012 (a 2013 2014
FTRs GWh 24,818 19,308 232
Power Basis Positions ( GWh (8,034 (8,244 (2,628
Gas Basis Positions ( Bcf 11.7 (4.9 (5.2

(@) Represents the balance of the current y
(b) Net volumes that deliver in future periods are (6@Wh and (5.5) Bcl

Capacity Positions
PPL Energy Supply buys and sells capacity relaigtd sales of its generation and the supply diltgequirement sales contracts. PPL
Energy Supply also sells and purchases capacityrégrietary trading purposes. The following taptesents the net volumes of derivative

capacity (sales)/purchase contracts at June 3@, 201

Units 2012 (a 2013 2014

Capacity (b MW-months (6,184 (7,075 (2,786

(@) Represents the balance of the current y
(b) Net volumes that deliver in future periods are 88&-months.

Interest Rate Risk
(PPL, PPL Energy Supply, LKE and LG&E)

PPL and its subsidiaries issue debt to finance tpErations, which exposes them to interest iske Narious financial derivative
instruments are utilized to adjust the mix of fixatdl floating interest rates in their debt portipkdjust the duration of the debt portfolio and
lock in benchmark interest rates in anticipatioriubfire financing, when appropriate. Risk limitsder PPL's risk management program are
designed to balance risk exposure to volatilitinterest expense and changes in the fair valueeofiébt portfolio due to changes in
benchmark interest rates.
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Cash Flow Hedges(PPL and PPL Energy Supply)

Interest rate risks include exposure to adverszdst rate movements for outstanding variabledal¢ and for future anticipated
financings. Financial interest rate swap contraty be entered into to hedge floating interest riak associated with both existing and
anticipated debt issuances. For PPL, outstandiegest rate swap contracts range in maturity tiind2023 and had a notional amount of
$300 million at June 30, 2012. PPL Energy Suppl¢ ho such interest rate swap contracts outstaradidgne 30, 2012.

PPL, on behalf of PPL WEM, holds a notional positio cross-currency interest rate swaps totalirg03@illion that mature through 2021 to
hedge the interest payments and principal of i&. dollar-denominated senior notes. AdditiongfiPL WW holds a notional position in
cross-currency interest rate swaps totaling $30@omithat mature through 2028 to hedge the intgpagments and principal of its U.S.
dollar-denominated senior notes.

For the three and six months ended June 30, 2@tehineffectiveness associated with interestdativatives was insignificant for PPL and
PPL Energy Supply. For the three and six montldeddune 30, 2011, hedge ineffectiveness assodidtieihterest rate derivatives was an
after-tax gain (loss) of $(9) million for PPL, whiéncluded a gain (loss) of $(4) million attribukalbo certain interest rate swaps that failed
hedge effectiveness testing during the second @uaf2011. For the three and six months ended 3002011, hedge ineffectiveness
associated with interest rate derivatives was mgaant for PPL Energy Supply.

Cash flow hedges are discontinued if it is no lergebable that the original forecasted transaatidhoccur by the end of the originally
specified time period and any amounts previoustpmed in AOCI are reclassified into earnings omégdetermined that the hedged
transaction is probable of not occurring. PPL BRI Energy Supply had no such reclassificationsterthree and six months ended Jun
2012 and 2011.

At June 30, 2012, the accumulated net unrecografted-tax gains (losses) on qualifying derivatittest are expected to be reclassified into
earnings during the next 12 months were $(12) onilfor PPL. Amounts are reclassified as the hedgedest payments are made.

Fair Value Hedges(PPL and PPL Energy Supply)

PPL and PPL Energy Supply are exposed to changdhs fiair value of their debt portfolios. To maeais risk, financial contracts may be
entered into to hedge fluctuations in the fair eabfi existing debt issuances due to changes inhpead interest rates. At June 30, 2012,
held contracts that range in maturity through 284@ had a notional value of $99 million. In JuBl2, these contracts were canceled wit
penalties by the counterparties. PPL Energy Sugiplyiot hold any such contracts at June 30, 2031 and PPL Energy Supply did not
recognize gains or losses resulting from the iriffe portion of fair value hedges or from a pantf the hedging instrument being excluded
from the assessment of hedge effectiveness or ffieiges of debt issuances that no longer qualiddiavalue hedges for the three and six
months ended June 30, 2012 and 2011.

Economic Activity (PPL, LKE and LG&E)

LG&E enters into interest rate swap contracts ¢tanomically hedge interest payments on varialttedabt. Because realized gains and
losses from the swaps, including a terminated sveapract, are recoverable through regulated ratgssubsequent changes in fair value of
these derivatives are included in regulatory assefisbilities until they are realized as interegspense. Realized gains and losses are
recognized in "Interest Expense" on the Statemantscome when the hedged transaction occurs.uA¢ B0, 2012, LG&E held contracts
with a notional amount of $179 million that rangematurity through 2033. The fair values of thesetracts were recorded as liabilities of
$62 million and $60 million at June 30, 2012 anct&uaber 31, 2011 with equal offsetting amounts medr’s regulatory assets.

Foreign Currency Risk (PPL)
PPL is exposed to foreign currency risk, primatiigough investments in U.K. affiliates. PPL hasg@ted a foreign currency risk managen
program designed to hedge certain foreign currexppsures, including net investments, firm committegrecognized assets or liabilities

and anticipated transactions. In addition, PPlemninto financial instruments to protect againseign currency translation risk of expected
earnings.
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Net Investment Hedge

PPL enters into foreign currency contracts on Hedfad subsidiary to protect the value of a portidiits net investment in WPD. The
contracts outstanding at June 30, 2012 had a radtionount of £96 million (approximately $153 millibased on contracted rates). The
settlement dates of these contracts range frone8dqar 2012 through June 2013. The net fair vaftleese contracts at June 30, 2012 was
insignificant and at December 31, 2011 was an dbkability) of $7 million.

Additionally, a PPL Global subsidiary that has &ollar functional currency entered into a GBfelicompany loan payable with a PPL
WEM subsidiary that has a GBP functional currentie loan qualifies as a net investment hedge®iPPL Global subsidiary. As such,
foreign currency gains and losses on the intercomfman for the PPL Global subsidiary are recorttethe foreign currency translation
adjustment component of AOCI. At June 30, 201&,ittercompany loan outstanding was £28 milliorpagimately $43 million based on
spot rates).

For the three and six months ended June 30, 2012@Mhl, PPL recognized insignificant amounts ofimatstment hedge gains and losses in
the foreign currency translation adjustment compooré AOCI. At June 30, 2012, PPL included $19limrl of accumulated net investment
hedge gains (losses), after tax, in the foreignetuny translation adjustment component of AOCI, parad to $19 million of gains (losses),
after-tax, recorded by PPL at December 31, 2011.

Cash Flow Hedges

PPL held no foreign currency derivatives that dieias cash flow hedges during the three and sinths ended June 30, 2012 and 2011.

Fair Value Hedges

PPL held no foreign currency derivatives that dieaias fair value hedges during the three andngirths ended June 30, 2012 and 2011.

Economic Activity

PPL enters into foreign currency contracts on deidfed subsidiary to economically hedge GBP-denated anticipated earnings. At

June 30, 2012, the total exposure hedged by PPlapm®ximately £1 billion and the net fair valuetlofse positions was an asset (liability)
of $12 million. These contracts had terminatiotedaanging from July 2012 through June 2014. iRedland unrealized gains (losses) on
these contracts are included in "Other Income (BEgpE- net" on the Statements of Income and wesen$ltion and $7 million for the three
and six months ended June 30, 2012. At Decemhe&2(1l, the total exposure hedged by PPL was £28mand the net fair value of
these positions was an asset (liability) of $11ianl Realized and unrealized gains (losses) wesignificant for the three and six months
ended June 30, 2011.

In anticipation of the repayment of a portion of thorrowings under the 2011 Bridge Facility wittSUdollar proceeds received from PPL's
April 2011 issuance of common stock and 2011 Equitits and the issuance of senior notes by PPL WERL, entered into forward
contracts to purchase GBP to economically hedgéotteégn currency exchange rate risk related ta¢payment. These contracts were
settled in April 2011. Realized and unrealizechgdlosses) on these contracts are included inélQtttome (Expense) - net" on the
Statement of Income. PPL recorded $62 million $58 million of pre-tax, net gains (losses) for theee and six months ended June 30,
2011.

Accounting and Reporting
(PPL, PPL Energy Supply, PPL Electric, LKE, LG& E and KU)

All derivative instruments are recorded at fairueabn the Balance Sheet as an asset or liabillgsarthey qualify for NPNS. NPNS contre
for PPL and PPL Energy Supply include full-requisgrhsales contracts, other physical sales contaactertain retail energy and physical
capacity contracts, and for PPL Electric includdaia full-requirement purchase contracts and offfstsical purchase contracts. Changes in
the fair value of derivatives not designated as NRIx recognized currently in earnings unless pdmdge accounting criteria are met,
except for the change in fair value of LG&E's iet&rrate swaps that are recognized as regulatsegsasSee Note 6 for amounts recorded in
regulatory assets at June 30, 2012 and Decemb&031,

See Notes 1 and 19 in each Registrant's 2011 Forkhfior additional information on accounting poéisirelated to derivative instruments.
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(PPL)

The following tables present the fair value andatamn of derivative instruments recorded on theaBaé Sheets.

June 3

0, 2012

December 31, 2011

Derivatives designated a
hedging instruments

Derivatives not designatec
as hedging instruments (a

Derivatives designated a:
hedging instruments

Derivatives not designatec
as hedging instruments (a

Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities
Current:
Price Risk Managemel
Assets/Liabilities (b)
Interest rate sway $ 15 $ 5 % 3 % 3 $ 5
Cros:-currency swap $ 1 2 2
Foreign currenc
contracts 3 $ 8 3 7 $ 11
Commod|ty contract 91 2,380 1,570 872 3 1,655 1,557
Total current 95 17 2,388 1,578 882 8 1,666 1,562
Noncurrent:
Price Risk Managemel
Assets/Liabilities (b)
Interest rate swag 57 55
Cros:-currency swap 69 24
Foreign currenc'
contracts 8 1
Commodity contract 34 1 1,001 957 42 2 854 783
Total noncurren 103 1 1,009 1,015 66 2 854 838
Total derivatives $ 198 $ 18 $ 3,397 $ 2,593 $ 948 $ 10 $ 2,520 $ 2,400

(a) $455 million and $237 million of net gains assoethtvith derivatives that were no longer designatetiedging instruments are recorded in AOCI at 3002012 and

December 31, 201:
Represents the location on the Balance S

(b)

The after-tax balances of accumulated net gairsséls) (excluding net investment hedges) in AOCEWa&33 million and $527 million at
June 30, 2012 and December 31, 2011. The aftdralmaces of accumulated net gains (losses) (exgutkt investment hedges) in AOCI
were $544 million and $695 million at June 30, 2@h#l December 31, 2010.

The following tables present the pre-tax effeatlefivative instruments recognized in income, OCiegulatory assets for the periods ended

June 30, 2012.

Derivatives in
Fair Value Hedging

Hedged Items in
Fair Value Hedging

Location

(Loss) Recognized

of Gain Gain (Loss) Recognize(

in Income on Derivative

Gain (Loss) Recognize(
in Income on Related Item

Relationships Relationships in Income Three Months Six Months Three Months Six Months
Interest rate sway Fixed rate dek Interest expens $ 1 9% 1 9% 1 9% 2
Three Months Six Months
Gain (Loss) Gain (Loss)
Recognized Recognized
in Income in Income
on Derivative Gain (Loss) on Derivative
Gain (Loss) (Ineffective Reclassified (Ineffective
Reclassified Portion and from AOCI Portion and
Derivative Gain Location of from AOCI Amount into Amount
(Loss) Recognized in Gain (Loss) into Income Excluded from Income Excluded from
Derivative OCI (Effective Portion) Recognized (Effective Effectiveness (Effective Effectiveness
Relationships Three Months Six Months in Income Portion) Testing) Portion) Testing)
Cash Flow Hedge:
Interest rate sway $ (25) $ (22} Interest expens $ (5) $ 9)
Cros:-currency swap 34 46 Interest expens (1)
Other income
(expense- net 47 28
Commaodity contract (14) 99 Wholesale energ
marketing 227 $ (5) 499 $ Q)
Depreciatior 1
Energy purchases (45) 1 (85) (3)
Total $ 5) $ 123 $ 224 $ 4) $ 433 $ (4)
Net Investment Hedge
Foreign currency contracts $ 2 $ (1)
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Derivatives Not Designated a Location of Gain (Loss) Recognized ii

Hedging Instruments: Income on Derivatives Three Months Six Months
Foreign currency contrac Other income (expens- net $ 25 % 7
Interest rate swag Interest expens 2) (4)
Commaodity contract Unregulated retall electric and ¢ 1 23
Wholesale energy marketit 33 1,376
Net energy trading margins ( 13 22
Fuel (12) (6)
Energy purchases (11) (1,081
Total $ 47 % 337

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

Hedging Instruments: Regulatory Liabilities/Assets Three Months Six Months

Interest rate sway Regulatory asse- noncurren $ 9 $ ?3)

(a) Differs from the Statement of Income due to i-month transactions that PPL defines as spot agtiwiich is not accounted for as a derivati

The following tables present the pre-tax effeatlefivative instruments recognized in income or @Clithe periods ended June 30, 2011.

Derivatives in Hedged Items in Location of Gain Gain (Loss) Recognized Gain (Loss) Recognized
Fair Value Hedging Fair Value Hedging (Loss) Recognizec in Income on Derivative in Income on Related Iltem
Relationships Relationships in Income Three Months Six Months Three Months Six Months
Interest rate sway Fixed rate dek Interest expens $ 13 2 3 8 $ 18
Three Months Six Months
Gain (Loss) Gain (Loss)
Recognized Recognizec
in Income in Income
on Derivative Gain (Loss) on Derivative
Gain (Loss) (Ineffective Reclassified (Ineffective
Reclassified Portion and from AOCI Portion and
Derivative Gain Location of from AOCI Amount into Amount
(Loss) Recognized ir Gain (Loss) into Income Excluded from Income Excluded from
Derivative OCI (Effective Portion) Recognized (Effective Effectiveness (Effective Effectiveness
Relationships Three Months Six Months in Income Portion) Testing) Portion) Testing)
Cash Flow Hedge:
Interest rate sway $ 9 $ 1 Interest expens $ ®3) % 12) $ ®) $ (13)
Crost-currency swap (8) (33) Interest expens 3
Other income
(expense- net 30 17
Commaodity contract (34) 50 Wholesale energ
marketing 164 (14) 367 (22)
Energy purchases (47) (117 1
Total $ 51 $ 18 $ 144 $ (26) $ 264 $ (34)
Net Investment Hedge
Foreign currency contracts $ (1)
Derivatives Not Designated a Location of Gain (Loss) Recognized il
Hedging Instruments: Income on Derivatives Three Months Six Months
Foreign currency contrac Other income (expens- net $ 64 $ 55
Interest rate swag Interest expens 2) 4)
Commodity contract Utility 3) )
Unregulated retail electric and ¢ 4 5
Wholesale energy marketit (71) (26)
Net energy trading margins ( 4 11
Fuel (8) 15
Energy purchases 91 36
Total $ 79 $ 90
Derivatives Not Designated a Location of Gain (Loss) Recognized a
Hedging Instruments: Regulatory Liabilities/Assets Three Months Six Months
Interest rate sway Regulatory asse $ B % (D)

(a) Differs from the Statement of Income due to i-month transactions that PPL defines as spot agtiwitich is not accounted for as a derivati
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(PPL Energy Supply)

The following table presents the fair value andatam of derivative instruments recorded on theaBaé Sheets.

June 30, 2012

Derivatives designated a: Derivatives not designatec
hedging instruments as hedging instruments (a

December 31, 2011

Derivatives designated a Derivatives not designatec
hedging instruments hedging instruments (a)

Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities
Current:
Price Risk Managemel
Assets/Liabilities (b)
Commodity contracts $ 91 $ 2,380 $ 1570 $ 872 $ 3 3 1,655 $ 1,557
Total curreni 91 2,380 1,570 872 3 1,655 1,557
Noncurrent:
Price Risk Managemel
Assets/Liabilities (b)
Commaodity contract 34 $ 1 1,001 957 42 2 854 783
Total noncurren 34 1 1,001 957 42 2 854 783
Total derivatives $ 1258 1 $ 3381 8 2527 $ 914 8 S5 $ 2509 $ 2340

(a) $455 million and $237 million of net gains assoethtvith derivatives that were no longer designatetiedging instruments are recorded in AOCI at 30n2012 and
December 31, 201:
(b) Represents the location on the balance s

The after-tax balances of accumulated net gairsséls) (excluding net investment hedges) in AOCEw&05 million and $605 million at
June 30, 2012 and December 31, 2011. The aftdvaimnces of accumulated net gains (losses) (exgugkt investment hedges) in AOCI
were $573 million and $733 million at June 30, 2@hl December 31, 2010. At June 30, 2011, AO@ctf the effect of PPL Energy
Supply's January 2011 distribution of its membgqrshierest in PPL Global to its parent, PPL Endfgpding.

The following tables present the pre-tax effeatlefivative instruments recognized in income or @Clthe six months ended June 30, 2012.

Three Months Six Months
Gain (Loss) Gain (Loss)
Recognized Recognized
in Income in Income
on Derivative on Derivative
Gain (Loss) (Ineffective Gain (Loss) (Ineffective
Reclassified Portion and Reclassified Portion and
Derivative Gain Location of from AOCI Amount from AOCI Amount
(Loss) Recognized in Gains (Losses) into Income Excluded from into Income Excluded from
Derivative OCI (Effective Portion) Recognized (Effective Effectiveness (Effective Effectiveness
Relationships Three Months Six Months in Income Portion) Testing) Portion) Testing)
Cash Flow Hedge:
Wholesale energ
Commodity contract $ (14) $ 99  marketing $ 227 $ 5) $ 499 $ )
Depreciatior 1 1
Energy purchases (45) 1 (85) (3)
Total $ (14) $ 99 $ 183 $ 4 $ 415 $ (4)
Derivatives Not Designated a Location of Gain (Loss) Recognized il
Hedging Instruments: Income on Derivatives Three Months Six Months
Commodity contract Unregulated retalil electric and ¢ $ 13 23
Wholesale energy marketit 33 1,376
Net energy trading margins ( 13 22
Fuel 12) (6)
Energy purchases (11) (1,081
Total $ 24 $ 334

@

Differs from the Statement of Income due to i-month transactions that PPL Energy Supply defisespat activity, which is not accounted for as avdgive.

The following tables present the pre-tax effeatlefivative instruments recognized in income or @Clithe periods ended June 30, 2011.
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Derivatives in Hedged Items in Location of Gain Gain (Loss) Recognized Gain (Loss) Recognized

Fair Value Hedging Fair Value Hedging (Loss) Recognized in Income on Derivative in Income on Related Item
Relationships Relationships in Income Three Months Six Months Three Months Six Months
Interest rate sway Fixed rate deb Interest expens $ 19 1
Three Months Six Months
Gain (Loss) Gain (Loss)
Recognized Recognizec
in Income in Income
on Derivative on Derivative
Gain (Loss) (Ineffective Gain (Loss) (Ineffective
Reclassified Portion and Reclassified Portion and
Derivative Gain Location of from AOCI Amount from AOCI Amount
(Loss) Recognized ir Gains (Losses into Income Excluded from into Income Excluded from
Derivative OCI (Effective Portion) Recognized (Effective Effectiveness (Effective Effectiveness
Relationships Three Months Six Months in Income Portion) Testing) Portion) Testing)

Cash Flow Hedge:
Wholesale energ

Commodity contract $ 34) % 50 marketing $ 164 $ 14) $ 367 $ (22)
Energy purchases (47) (117 1
Total $ (34) $ 50 $ 117 $ (14) $ 250 $ (21)
Derivatives Not Designated a Location of Gain (Loss) Recognized ii
Hedging Instruments: Income on Derivatives Three Months Six Months
Commaodity contract Unregulated retall electric and ¢ $ 4 % 5
Wholesale energy marketit (71) (26)
Net energy trading margins ( 4 11
Fuel (8) 15
Energy purchases 91 36
Total $ 20 $ 41

(a) Differs from the Statement of Income due to i-month transactions that PPL Energy Supply defisespat activity, which is not accounted for as avagive.
(LKE and LG&E)

The following table presents the fair value andatam of derivative instruments recorded on theaBaé Sheets.

June 30, 201z December 31, 201
Derivatives designated as Derivatives not designated Derivatives designated as Derivatives not designated
hedging instruments as hedging instruments hedging instruments as hedging instruments
Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities
Current:
Other Curren
Assets/Liabilities (a)
Interest rate swaps $ 5 $ 5
Total current 5 5
Noncurrent:
Price Risk Managemel
Assets/Liabilities (a)
Interest rate swaf 57 55
Total noncurren o7 55
Total derivatives $ 62 $ 60

(@) Represents the location on the Balance S|
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The following tables present the pre-tax effectlefivative instruments recognized in income or tagpuy assets for the periods ended
June 30, 2012.

Derivatives Not Designated a Location of Gain (Loss) Recognized ii
Hedging Instruments: Income on Derivatives Three Months Six Months
Interest rate swaps Interest expens $ 2 $ (4)
Derivatives Not Designated a Location of Gain (Loss) Recognized a
Hedging Instruments: Regulatory Liabilities/Assets Three Months Six Months
Interest rate swaps Regulatory assets $ 9 $ (3)

The following tables present the pre-tax effectlefivative instruments recognized in income or tagpuy assets for the periods ended
June 30, 2011.

Derivatives Not Designated a Location of Gain (Loss) Recognized il
Hedging Instruments: Income on Derivatives Three Months Six Months
Interest rate sway Interest expens $ 2 % (4)
Commodity contracts Operating revenues - retail and wholesale (a) (3) (2)
Total $ 5) s (6)
Derivatives Not Designated as Location of Gain (Loss) Recognized as
Hedging Instruments: Regulatory Liabilities/Assets Three Months Six Months
Interest rate swaps Regulatory assets $ 3) $ (1)

(@) Amounts are included in "Operating Revenues" folEL
Credit Risk-Related Contingent FeaturegPPL, PPL Energy Supply, LKE and LG& E)

Certain derivative contracts contain credit riskaed contingent provisions which, when in a naility position, would permit the
counterparties to require the transfer of additi@otlateral upon a decrease in the credit ratwfg8PL, PPL Energy Supply, LKE and LG&E,
or certain of their subsidiaries. Most of thesevisions would require the transfer of additionallateral or permit the counterparty to
terminate the contract if the applicable crediingtvere to fall below investment grade. Someheke provisions also would allow the
counterparty to require additional collateral upaich decrease in the credit rating at levels #ratin above investment grade. In either ¢

if the applicable credit rating were to fall belawestment grade (i.e., below BBB- for S&P or Fjtoh Baa3 for Moody's), and assuming no
assignment to an investment grade affiliate wdomald, most of these credit contingent provisiauire either immediate payment of the
net liability as a termination payment or immediatel ongoing full collateralization on derivativesiruments in net liability positions.

Additionally, certain derivative contracts contairedit risk-related contingent provisions that riegUadequate assurance" of performance be
provided if the other party has reasonable grodmdmsecurity regarding the performance of PPIbkgation under the contract. A
counterparty demanding adequate assurance coultteeqtransfer of additional collateral or othecwrity, including letters of credit, cash
and guarantees from a creditworthy entity. Thisilddypically involve negotiations among the pastidHowever, amounts disclosed below
represent assumed immediate payment or immedidteragoing full collateralization for derivative ingments in net liability positions with
"adequate assurance" provisions.

At June 30, 2012, the effect of a decrease in tratihngs below investment grade on derivative @sis that contain credit contingent feat
and were in a net liability position is summarizedfollows:

PPL
PPL Energy Supply LKE LG&E
Aggregate fair value of derivative instruments ined liability
position with credit contingent provisiol $ 211 % 167 $ 40 $ 40
Aggregate fair value of collateral posted on thésevative instrument 34 3 31 31
Aggregate fair value of additional collateral reganents in the event |
a credit downgrade below investment grade 186 172 9 9

(&) Includes the effect of net receivables and payadilesdy recorded on the Balance Sh

97




15. Goodwill
(PPL)

The change in the carrying amount of goodwill fog 5ix months ended June 30, 2012 was primarilytaltige effect of foreign currency
exchange rates on the U.K. Regulated segment.

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

The changes in the carrying amounts of AROs wefelksvs.

PPL
PPL Energy Supply LKE LG&E KU
Balance at December 31, 20 $ 497 $ 359 $ 118 $ 57 $ 61
Accretion expens 17 13 3 1 2
Changes in estimated cash flow or settlement 2 2
Obligations settle (6) (5) (1) (1)
$ 510 $ 369 $ 120 $ 57 $ 63

Balance at June 30, 20

Substantially all of the ARO balances are clasdiéie noncurrent at June 30, 2012 and Decembe021, 2
(PPL, LKE, LG&E and KU)

Accretion and depreciation expense recorded by LG&E KU is offset with a regulatory credit on theame statement, such that there is no
earnings impact.

(PPL and PPL Energy Supply)

The most significant ARO recorded by PPL and PPergy Supply relates to the decommissioning of theg8ehanna nuclear plant. The
accrued nuclear decommissioning obligation was $80bn and $292 million at June 30, 2012 and Deber 31, 2011.

Assets in the NDT funds are legally restricteddorposes of settling PPL's and PPL Energy SuppR® related to the decommissioning of
the PPL Susquehanna nuclear plant. The aggresjateafue of these assets was $681 million and $6#lon at June 30, 2012 and
December 31, 2011, and is included in "Nuclear fpdEcommissioning trust funds" on the Balance $heSee Notes 13 and 17 for additic
information on these assets.

17. Available-for-Sale Securities

(PPL, PPL Energy Supply, LKE and LG&E)

Certain short-term investments, securities heltheyNDT funds and auction rate securities are ifledsas available-for-sale. Available-for-
sale securities are carried on the Balance Sheéds salue. Unrealized gains and losses on tlsesarities are reported, net of tax, in OCI or

are recognized currently in earnings when a dedtiffair value is determined to be other-than-terapp The specific identification method
is used to calculate realized gains and losses.

(PPL and PPL Energy Supply)

The following table shows the amortized cost, thesg unrealized gains and losses recorded in A&l the fair value of available-for-sale
securities.
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June 30, 2017 December 31, 201

Gross Gross Gross Gross
Amortized Unrealized Unrealized Amortized Unrealized Unrealized
Cost Gains Losses Fair Value Cost Gains Losses Fair Value
PPL
NDT funds:
Cash and cash equivalel $ 14 $ 14 $ 12 $ 12
Equity securities
U.S. larg-cap 178 $ 139 317 173 $ 119 292
U.S. mid/sma-cap 69 58 127 67 50 117
Debt securities
U.S. Treasun 86 10 96 76 10 86
U.S. government sponsor
agency 9 1 10 9 1 10
Municipality 77 5 % 1 81 80 4 % 1 83
Investmer-grade corporat 32 3 35 35 3 38
Other 2 2 2 2

Receivables/payables, r (1) (1)

Total NDT funds 466 216 1 681 454 187 1 640
Auction rate securitie 20 2 18 25 1 24
Total $ 4868 216 8§ 3 8 6998 4798 187 8 2 $ 664

PPL Energy Supply
NDT funds:

Cash and cash equivalel $ 14 $ 14 $ 12 $ 12

Equity securities
U.S. larg-cap 178 $ 139 317 173 $ 119 292
U.S. mid/sma-cap 69 58 127 67 50 117

Debt securities
U.S. Treasun 86 10 96 76 10 86
U.S. government sponsor

agency 9 1 10 9 1 10

Municipality 77 5 % 1 81 80 4 $ 1 83
Investmer-grade corporat 32 3 35 35 3 38
Other 2 2 2 2

Receivables/payables, r (1) (1)

Total NDT funds 466 216 1 681 454 187 1 640
Auction rate securitie 17 2 15 20 1 19
Total $ 483 $ 216 $ 3 $ 696 $ 474 $ 187 $ 2 $ 659

There were no securities with credit losses at 3n&012 and December 31, 2011.
The following table shows the scheduled maturitiedaf debt securities held at June 30, 2012.

Maturity Maturity Maturity Maturity

Less Than 1-5 5-10 in Excess

1 Year Years Years of 10 Years Total

PPL
Amortized cos $ 5 % 84 $ 61 $ 76 $ 226
Fair value 5 87 67 83 242
PPL Energy Supply
Amortized cos $ 5 % 84 $ 61 $ 73 $ 223
Fair value 5 87 67 80 239

The following table shows proceeds from and redligains and losses on sales of available-for-gadergies for the periods ended June 30.

Three Months Six Months
2012 2011 2012 2011
PPL
Proceeds from sales of NDT securities $ 45 $ 25 3 79 $ 100
Other proceeds from sal 5 5 163
Gross realized gains ( 8 6 13 23
Gross realized losses ( 5 6 6 11

PPL Energy Supply

Proceeds from sales of NDT securities $ 45 $ 25 $ 79 % 100
Other proceeds from sal 3 3

Gross realized gains ( 8 6 13 23
Gross realized losses ( 5 6 6 11
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(a) These proceeds are used to pay income taxes ancelated to managing the trust. Remaining preseeel reinvested in the tru
(b) Excludes the impact of ott-thar-temporary impairment charges recognized in theeStants of Income

(PPL, LKE and LG&E)

At December 31, 2010, LG&E held $163 million aggrtegprincipal amount of tax-exempt revenue bonsiseid by Louisville/Jefferson
County, Kentucky on behalf of LG&E that were pursbd from the remarketing agent in 2008. Duringsikenonths ended June 30, 2011,
LG&E received $163 million for its investments hrese bonds when they were remarketed to unaffilismeestors. No realized or unrealized
gains (losses) were recorded on these securiddbeadifference between carrying value and fdinesavas not significant.

18. New Accounting Guidance Pending Adoption

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

Improving Disclosures about Offsetting Balance $lieens

Effective January 1, 2013, the Registrants willagpectively adopt accounting guidance issued baece disclosures about financial
instruments and derivative instruments that ei{thigpffset on the balance sheet or (2) are sulbjeah enforceable master netting arrangel
or similar agreement, irrespective of whether theyoffset on the balance sheet.

Upon adoption, the enhanced disclosure requirenagataot expected to have a significant impactherRegistrants.

Testing Indefinitelived Intangible Assets for Impairment

Effective January 1, 2013, the Registrants willgpectively adopt accounting guidance that allowsraity to elect the option to first make a
gualitative evaluation about the likelihood of ampiairment of an indefinite-lived intangible assHt.based on this assessment, the entity
determines that it is more likely than not that filie value of the indefinitdived intangible asset exceeds the carrying amdhatfair value o
that asset does not need to be calculated. Hiliey concludes otherwise, a quantitative impairtriest must be performed by determining
the fair value of the asset and comparing it with ¢arrying value. The entity would record an impant charge, if necessary.

Upon adoption, this guidance is not expected telzsignificant impact on the Registrants.
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PPL CORPORATION AND SUBSIDIARIES

Item 2. Management's Discussion and Analysis of incial Condition and Results of Operations

The following should be read in conjunction withlPPCondensed Consolidated Financial Statementshendccompanying Notes and with
PPL's 2011 Form 10-K. Capitalized terms and abatiewms are defined in the glossary. Dollars armillions, except per share data, unless
otherwise noted.

"Management's Discussion and Analysis of Finarn€@idition and Results of Operations" includes til#ing information:

« "Overview" provides a description of PPL and itsiness strategy, a summary of Net Income Attridetédo PPL Corporation anc
discussion of certain events related to PPL's tesfiloperations and financial conditic

« "Results of Operations" provides a summary of PRhisings, a review of results by reportable segrapd a description of factc
by segment expected to impact future earningss 3&ction ends with explanations of significantndes in principal items on PP
Statements of Income, comparing the three and entins ended June 30, 2012 with the same perio2i8lih.

« "Financial Condition -Liquidity and Capital Resources" provides an analyg PPL's liquidity position and credit profil&his
section also includes a discussion of rating agactyns.

« "Financial Condition Risk Management" provides an explanation of PAkls management programs relating to market andt
risk.

Overview
Introduction
PPL is an energy and utility holding company widatiquarters in Allentown, Pennsylvania. Throudbsgliaries, PPL generates electricity
from power plants in the northeastern, northwesaeichsoutheastern U.S., markets wholesale and eetigy primarily in the northeastern
and northwestern portions of the U.S., deliverstelgty to customers in Pennsylvania, Kentuckyrgifiia, Tennessee and the U.K. and
delivers natural gas to customers in Kentucky.

PPL's principal subsidiaries are shown below (*ades an SEC registrant):

PPL Corporation*

PPL Global PPL Energy Supply* PPL Electric* LKE*
e Engages in the regulated e Engages in the
operations of electricity regulated transmission an
distribution businesses in t distribution of electricity in
U.K. Pennsylvanit
: | : |
1 3 1 "
i l i l i l i l
H PPL EnergyPlus H PPL Generation H LG&E* H KU*
e Performs marketing and tradiffg | e Engages in the competitive i e Engages in the regulated i e Engages in the regulated
activities generation of electricity, generation, transmission, generation, transmission,
e Purchases fuel primarily in Pennsylvania afl | distribution and sale of i distribution and sale of
Montana i electricity in Kentucky, and i electricity primarily in
: distribution and sale of : Kentucky
natural gas in Kentuck !

U.K. Regulated Segme Supply Segmen Pennsylvania Regulate Kentucky Regulated
Segment Segment
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Business Strategy

PPL's overall strategy is to achieve stable, l@rgitgrowth in its regulated electricity deliverysinesses through efficient operations and
strong customer and regulatory relations, and pliseid optimization of energy supply margins inetsergy supply business while mitigating
volatility in both cash flows and earnings. Inguing this strategy, PPL acquired LKE in Novemh@t®and WPD Midlands in April

2011. These acquisitions have reduced PPL's dWrrsihess risk profile and reapportioned the nfiRBL'S regulated and competitive
businesses by increasing the regulated portiots dftisiness and enhancing rate-regulated growtbrappties as the regulated businesses
make investments to improve infrastructure andarust reliability.

The increase in regulated assets is expected widerearnings stability through regulated retunnd tne ability to recover costs of capital
investments, in contrast to the competitive enegyply business where earnings and cash flowsudject to commodity market

volatility. Results for periods prior to the acsjtion of WPD Midlands are not comparable withjraticative of, results for periods
subsequent to the acquisition. The pro forma ingafthe acquisition of WPD Midlands on incomenfroontinuing operations (after incol
taxes) attributable to PPL for the six months endlate 30 are as follows.

2011
Pro forma Actual
Regulatec $ 506 62% $ 387 56%
Competitive 308 38% 308 44%
$ 814 $ 695

Note: Pro forma and actual amounts exclude-recurring items identified in Note 8 to the Finaltatements

With the acquisition of WPD Midlands and the rethtgowth of the portion of PPL's overall earningsislated from British pounds sterling,
the related foreign currency risk is more substntrhe U.K. subsidiaries also have currency ewpoto the U.S. dollar associated with their
U.S. dollar-denominated debt. To manage thess,BRL generally uses contracts such as forwapti®ns and cross currency swaps that
contain characteristics of both interest rate amdi§n currency exchange contracts.

PPL's strategy for its competitive energy supplgibess is to optimize the value from its competitjpeneration and marketing portfolio. F
endeavors to do this by matching energy supply leill, or customer demand, under contracts of mgrgiurations with creditworthy
counterparties to capture profits while effectivelgnaging exposure to energy and fuel price vidlgtitounterparty credit risk and
operational risk.

To manage financing costs and access to creditetsgri key objective of PPL's business stratety fisaintain a strong credit profile. PPL
continually focuses on maintaining an appropriagitel structure and liquidity position. In additi PPL has adopted financial and
operational risk management programs that, amdmey ¢hings, are designed to monitor and managesure to earnings and cash flow
volatility related to changes in energy and fuétes, interest rates, counterparty credit quality the operating performance of its generating
units.

Financial and Operational Developments

Net Income Attributable to PPL Corporati

Net Income Attributable to PPL Corporation for theee and six months ended June 30, 2012 was $2lfdnnand $812 million compared
$196 million and $597 million for the same peridnl2011 representing a 38% and 36% increase ovkEt.28et Income Attributable to PPL
Corporation for the periods ended June 30 by setymast

Three Months Six Months
2012 2011 2012 2011
Kentucky Regulate $ 34 $ 31 $ 7% $ 106
U.K. Regulated (a 196 38 361 93
Pennsylvania Regulate 29 36 62 88
Supply 12 91 313 310
Net Income Attributable to PPL Corporati $ 271 3 196 $ 812 $ 297
EPS- basic $ 0.46 $ 035 $ 139 $ 1.14
EPS- diluted $ 0.46 $ 035 $ 139 $ 1.14
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(@) WPD Midlands was acquired on April 1, 2011 andésults are recorded on a one-month lag. Therefloee2012 periods include three and six month&/BD Midlands'
results while the 2011 periods both include two therof WPD Midlands' result

The changes in Net Income Attributable to PPL Coafion from period to period were, in part, attidole to certain items that management
considers special. See "Results of Operationsfuither discussion of the results of PPL's busireegments, details of special items and
analysis of the consolidated results of operations.

Economic and Market Conditions

Unregulated gross energy margins associated withBPiergy Supply's competitive generation and mamgdbusiness are impacted by
changes in market prices and demand for electrégity natural gas, power plant availability, comjmtiin the markets for retail customers,
fuel costs and availability, fuel transportatiorstsoand other costs. Current depressed wholesaleetprices for electricity and natural gas
have resulted from general weak economic condit@nkother factors, including the impact of expahdemestic shale gas development.
a result of these factors, PPL Energy Supply hasmenced a shift in the dispatching of its competigeneration from coal-fired to
combined-cycle gas-fired generation as illustratetthe following table:

Average Utilization Factors (a)

2009- 2011 2012
Pennsylvania coal plan 90% 63%
Montana coal plant 83% 50%
Combinet-cycle gas plant 64% 96%

(a) All periods reflect the six months ending June

This reduction in coal-fired generation output hesulted in a surplus of coal inventory at certiPPL Energy Supply's Pennsylvania coal
plants. To mitigate the risk of exceeding avaiatbal storage, PPL Energy Supply incurred prestexges of $12 million during the six
months ended June 30, 2012 to reduce its 2012amatt coal deliveries. Because coal purchasesailsayexceed expected fuel needs for
2013, PPL Energy Supply continues to manage itsiseantory to mitigate the financial impact andypttal implications of an oversupply,
including, but not limited to, contract modificati®to reduce 2013 coal deliveries.

In addition, current economic and commodity madagtditions indicate a lower value of unhedged fitemergy margins (primarily in 2014
and forward years) compared to the hedged energginsan 2012. As has been PPL Energy Supply'stigein periods of changing
business conditions, PPL Energy Supply continugewiw its future business and operational plantdiiding capital and operation and
maintenance expenditures, as well as its hedgratesiies.

PPL's businesses are also subject to extensiveafedtate and local environmental laws, rules regilations. Although PPL Energy
Supply's competitive generation assets are weltippsd to meet these requirements, certain regdlgeneration assets at LG&E and KU
will require substantial capital investment. Seme\l5 to the Financial Statements in PPL's 20TinFA®-K for additional information on
these requirements. These requirements haveedsnlt KE's anticipation of retiring six coal-firaghits by 2015. See Notes 6 and 8 to the
Financial Statements for additional informationating the anticipated retirement of these unitwelas certain regulatory approvals to
build a NGCC facility.

In light of these economic and market conditiorsswell as current and projected environmental r&guwy requirements, PPL considered
whether certain of its generating assets were irmgaand determined that no impairment charges veepgred at June 30, 2012. PPL is
unable to predict whether future environmental neguents or market conditions will result in impagnt charges or additional retirements.

PPL and its subsidiaries may also be impactedtirrdéuperiods by the uncertainty in the worldwidweaficial and credit markets partially
caused by the European sovereign debt crisisdditian, PPL may be impacted by reductions in tteglit ratings of financial institutions and
evolving regulations in the financial sector. @otively, these factors could reduce availabilityastrict PPL and its subsidiaries' ability to
maintain sufficient levels of liquidity, reduce dtgb market activities, change collateral postieguirements and increase the associated cost:
to PPL and its subsidiaries.

PPL cannot predict the future impact that theseeaic and market conditions and regulatory requéets may have on its financial
condition or results of operations.

Ironwood Acquisition

In April 2012, an indirect, wholly owned subsidiaof/PPL Energy Supply completed the acquisitiothefequity interests in the owner and
operator of the Ironwood Facility. The Ironwoocchity began operation in 2001 and, since 2008,
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PPL EnergyPlus has supplied natural gas for theatipa of the Ironwood Facility and received theility's full electricity output and
capacity value pursuant to a tolling agreementelptres in 2021. The acquisition provides PPLrEn&upply, through its subsidiaries,
operational control of additional combined-cycle g@neration in PJM. See Note 8 to the Finand¢a&k8ents for additional information.

Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative arrdhmaser of electricity under a long-term supplytcact with PPL EnergyPlus expiring
in June 2019 (SMGT Contract), filed for protectiomder Chapter 11 of the U.S. Bankruptcy Code irlit& Bankruptcy Court for the
District of Montana. At the time of the bankrupfiling, SMGT was PPL EnergyPlus' largest unsecwredlit exposure.

The SMGT Contract provided for fixed volume purasen a monthly basis at established prices. Bot$a a court order and subsequent
stipulations entered into between the SMGT banksuptistee and PPL EnergyPlus, since the date &hiapter 11 filing through January
2012, SMGT continued to purchase electricity froRLFEnergyPlus at the price specified in the SMGhi€art, and made timely payments
for such purchases, but at lower volumes than escpbed in the SMGT Contract. In January 2012 tthstee notified PPL EnergyPlus that
SMGT would not purchase electricity under the SMGantract for the month of February. In March 20th2, U.S. Bankruptcy Court for the
District of Montana issued an order approving #nguest of the SMGT bankruptcy trustee and PPL Bfdug to terminate the SMGT
Contract. As a result, the SMGT Contract was teatsd effective April 1, 2012, allowing PPL Energygto resell the electricity previously
contracted to SMGT under the SMGT Contract to otlustomers.

PPL EnergyPlus' receivable under the SMGT Contrmdated approximately $22 million at June 30, 204Bich has been fully reserved. No
assurance can be given as to the collectabilithefeceivable.

In July 2012, PPL EnergyPlus filed its proof ofinlan the SMGT bankruptcy proceeding. The totalral is approximately $375 million,
predominantly an unsecured claim representing éhgevfor energy sales that will not occur as altedithe termination of the SMGT
Contract.

PPL Energy Supply cannot predict any amounts thratly recover in connection with the SMGT bankrypicthe prices and other terms on
which it will be able to market to third partiesthower that SMGT will not purchase from PPL En®&igg due to the termination of the
SMGT Contract.

Tax Litigation

In 1997, the U.K. imposed a Windfall Profits Tax W) on privatized utilities, including WPD. PPlefi its tax returns for years subsequent
to its 1997 and 1998 claim for refund on the b#sas$ the U.K. WPT was creditable. In Septembei02@ie U.S. Tax Court (Tax Court) rul

in PPL's favor in a dispute with the IRS, conclgdihat the U.K. WPT is a creditable tax for U.& pairposes. As a result, and with
finalization of other issues, PPL recorded a $4fignitax benefit in 2010. In January 2011, th&IBppealed the Tax Court's decision to the
U.S. Court of Appeals for the Third Circuit (Thi@rcuit). In December 2011, the Third Circuit isglits opinion reversing the Tax Court's
decision, holding that the U.K. WPT is not a crallie tax. As a result of the Third Circuit's aceedetermination, PPL recorded a $39
million expense in the fourth quarter of 2011.February 2012, PPL filed its petition for rehearafghe Third Circuit's opinion. In March
2012, the Third Circuit denied PPL's petition.Jume 2012, the U.S. Court of Appeals for the Rifittuit issued a contrary opinion in an
identical case involving another company. In 22, PPL filed a petition for a writ of certioraeeking U.S. Supreme Court review of the
Third Circuit's opinion.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into antgasehase agreement with Bluegrass Generatiotihéopurchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited &s$ated contractual arrangements required for oferatf the units, for a purchase price
of $110 million, pending receipt of applicable ré&gary approvals. In May 2012, the KPSC issuedmter approving the request to purchase
the Bluegrass CTs. Also, in May 2012, the FER@e&dsan order conditionally authorizing the acqigsibf the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation sweas to address markadwer concerns. After a review of potentially dafble mitigatior
options, LG&E and KU determined that the optionseweot commercially justifiable. In June 2012, LE&nd KU terminated the asset
purchase agreement for the Bluegrass CTs in aacoedaith its terms and made applicable filings with KPSC and FERC. LG&E and KU
are currently assessing the impact of the Bluegrasact termination and potential future generatiapacity options.

104




NGCC Constructiol

In September 2011, LG&E and KU filed a CPCN witk KiPSC requesting approval to build a 640 MW NGE@ea existing Cane Run ple
site in Kentucky. In May 2012, the KPSC issuededer approving the request. Subject to finalizingtracting agreements and permitting
activities, construction is expected to begin ii2@nd be completed during 2015. The project, whicludes building a natural gas supply
pipeline and related transmission projects, hasstimated cost of approximately $600 million.

In conjunction with this construction and to meetwn stricter federal EPA regulations with a 201mptiance date, LG&E and KU anticipate
retiring six older coal-fired electric generatingits at the Cane Run, Green River and Tyrone plartih have a combined summer capacity
rating of 797 MW. The Cane Run and Green Rivel gnés are anticipated to remain operational uhél NGCC generation and associated
transmission project is completed.

Regional Transmission Line Expansion Plan

PPL Electric has experienced delays in obtainirgpagary National Park Service (NPS) approvalsi®iSusquehanrmdeseland transmissic
line and anticipates a delay of the line's in-s@ndate to 2015. In March 2012, the NPS annouti@dhe route proposed by PPL Electric
and PSE&G, previously approved by the PennsylvanéhNew Jersey public utility commissions, is thefgrred route for the line under the
NPS's National Environmental Policy Act review. eTRPS has stated that it expects to issue itsaaxfatecision in October 2012. /
appeal of the New Jersey Board of Public Utilitsgproval of the line is pending before the Newe&gSuperior Court Appellate

Division. PPL Electric cannot predict the ultimatgicome or timing of the NPS approval or any fertlegal challenges to the project. PIM
has developed a strategy to manage potential iléljgiiroblems until the line is built. PPL Eleircannot predict what additional actions, if
any, PJM might take in the event of further delajts scheduled in-service date for the new line.

At June 30, 2012, PPL Electric's estimated shatheoproject cost has increased to $560 milliomfapproximately $500 million at
December 31, 2011, primarily due to increased rasteosts. In July 2012, PPL Electric began prastaiction activities including tree and
vegetation removal from the transmission line'atrigf way and construction of access roads. Seée 8/ PPL's 2011 Form 10-K for
additional information.

FERC Formula Rates

In March 2012, PPL Electric filed a request witk FERC seeking recovery, over a 34-year periodnoéagg in June 2012, of its unrecovered
regulatory asset related to the deferred statéahitity that existed at the time of the transitiffom the flow-through treatment of state
income taxes to full normalization. This changdsix treatment occurred in 2008 as a result ofr ffl6RC initiatives that transferred
regulatory jurisdiction of certain transmissionetsfrom the PUC to FERC. A regulatory asset graximately $50 million related to this
transition, classified as taxes recoverable thrduglre rates, is included in "Other Noncurrentétss Regulatory assets" on the Balance
Sheets at June 30, 2012 and December 31, 20INlayr?012, the FERC issued an order approving PRLtEt's request effective June 1,
2012.

U.K. Tax Rate Change

In July 2012, the U.K. Finance Act 2012 (the AcBsaenacted. The Act reduced the U.K.'s statutargme tax rate from 25% to 24%,
effective April 1, 2012 and from 24% to 23%, effeetApril 1, 2013. As a result of these changd, Bxpects to record a deferred tax
benefit in the range of $65 million to $75 milliamthe third quarter of 2012.

Ofgem Review of Line Loss Calculation

WPD has a $167 million liability recorded at Juile 3012 compared with $170 million at December21,1, calculated in accordance with
Ofgem's accepted methodology, related to the ados®f line losses for the prior price control peki DPCR4. Ofgem is currently consulting
on the methodology to be used by all network opesab calculate the final line loss incentive/dgnfor DPCR4. In October 2011, Ofgem
issued a consultation paper citing two potentianges to the methodology, both of which would rteisud reduction of the liability. In

March 2012, Ofgem issued a decision regarding thfeped methodology. In July 2012, Ofgem issuedrssultation paper regarding certain
aspects of the preferred methodology as it retatéise DPCRA4 line loss incentive/penalty and a psapto delay the target date for making a
final decision until April 2013 together with a jmsal to remove the line loss incentive/penaltyd®CR5. PPL cannot predict the outcome
of this matter.
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Equity Forward Contract

In April 2012, PPL made a registered underwrittablig offering of 9.9 million shares of its commstock. In conjunction with that offerin
the underwriters exercised an option to purchasadditional 591 thousand shares of PPL common stoleity to cover over-allotments.

In connection with the registered public offeriRPL entered into forward sale agreements with tioterparties covering the 9.9 million
shares of PPL's common stock. Settlement of timétia forward sale agreements will occur no latean April 2013. As a result of the
underwriters' exercise of the overallotment optiRL entered into additional forward sale agreemeavering the additional 591 thousand
shares of PPL common stock. Settlement of theesplent forward sale agreements will occur in JOIy

PPL will not receive any proceeds or issue anyeshaf common stock until settlement of the forwsaitk agreements. PPL intends to use
any net proceeds that it receives upon settlenoengfpay short-term debt obligations and for otreregal corporate purposes.

The forward sale agreements will be classifiedcpste transactions. As a result, no amounts walkécorded in the consolidated financial
statements until the settlement of the forward agleements. Prior to those settlements, theiompgct to the financial statements will be
inclusion of incremental shares within the caldolabf diluted EPS using the treasury stock meth®de Note 7 to the Financial Statements
for additional information.

Redemption of PPL Electric Preference Stock

In June 2012, PPL Electric redeemed all 2.5 milkbares of its 6.25% Series Preference Stock,gaew100 per share. The price paid for
the redemption was the par value, without premi&50Q million in the aggregate). At December 311 2Ghe preference stock was reflected
in "Noncontrolling Interests" on PPL's Balance Shee

Results of Operations

The following discussion provides a review of réslly reportable segment and a description of fadip segment expected to impact future
earnings. This section ends with "Statement oftme Analysis," which includes explanations of digaint changes in principal items on
PPL's Statements of Income, comparing the threesexmonths ended June 30, 2012 with the samedgsenin2011.

On April 1, 2011, PPL, through its subsidiary PPEM, completed its acquisition of WPD Midlands. RBL consolidates WPD Midlands
on a one-month lag, consistent with its accounpiolicy on consolidation of foreign subsidiariesptmonths of WPD Midlands' results of
operations are included in PPL's results for thEl2feriods. When discussing PPL's results of eieaiafor 2012 compared with 2011, the
results of WPD Midlands (which includes PPL WEM fhis purpose) are isolated for purposes of coniiitsa WPD Midlands' results are
included within the U.K. Regulated segment (forméhle International Regulated segment, rename@®122 See Note 8 to the Financial
Statements for additional information regarding dbquisition.

The results for interim periods can be dispropogtely influenced by numerous factors and developsnand by seasonal variations. As
such, the results of operations for interim periddsiot necessarily indicate results or trendsHeryear or future periods.

Tables analyzing changes in amounts between penitbi "Segment Results" and "Statement of Incémalysis" are presented on a
constant U.K. foreign currency exchange rate badigre applicable, in order to isolate the impd¢he change in the exchange rate on the
item being explained. Results computed on a cahsi&. foreign currency exchange rate basis al@ut@ted by translating current year
results at the prior year weighted-average U.Keifpr currency exchange rate.

Segment Results

Kentucky Regulated Segment

The Kentucky Regulated segment consists primafilykE's results from the operation of regulatedcaieity generation, transmission and
distribution assets, primarily in Kentucky, as waglin Virginia and Tennessee. This segment atdades LKE's results from the regulated
distribution and sale of natural gas in Kentucky.
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Net Income Attributable to PPL Corporation for fhexiods ended June 30 includes the following res

Three Months Six Months
2012 2011 % Change 2012 2011 % Change
Utility revenues $ 658 $ 638 3 $ 1,363 $ 1,404 (3)
Fuel 215 206 4 428 421 2
Energy purchase 34 40 (15) 108 147 27)
Other operation and maintenar 197 198 Q) 403 379 6
Depreciatior 86 84 2 172 165 4
Taxes, other than incon 12 9 33 23 18 28
Total operating expens: 544 537 1 1,134 1,130
Other Income (Expens- net 7) n/e (10) 1) 900
Interest Expense (i 54 54 109 108 1
Income Taxe: 13 16 (19) 28 59 (53)
Income (Loss) from Discontinued Operatic (6) n/e (6) n/e
Net Income Attributable to PPL Corporati $ 34 s 31 10% 6% 106 (28

(a) Includes allocated interest expense of $17 miliad $34 million for the three and six months endignke 30, 2012 and $17 million and $35 million foe three and six
months ended June 30, 2011 related to the 2010@yEduits and interest rate swa|

The changes in the components of the Kentucky Régalisegment's results between these periods wer® dhe following factors, which
reflect reclassifications for items included in gganargins and certain items that management amssigecial. See additional detail of these
special items in the table below.

Three Months Six Months

Kentucky gross margir $ 12 % (16)
Other operation and maintenar 4 a7
Depreciatior Q) 5)
Taxes, other than incon 3) (5)
Other Income (Expens- net ) 9)
Other 2)
Income Taxe! 3 25
Special items, aft-tax (5) 1)
Total $ 3 3 (309)

« See "Statement of Income Analysis - Margins - Clearig Non-GAAP Financial Measures" for an explamatf Kentucky Gross
Margins.

« Higher other operation and maintenance for thexexth period, primarily due to $11 million of higteteam maintenance costs resul
from an increased scope of scheduled plant outafjls®, a $6 million credit was recorded in 201%kgtablish a regulatory asset related
to 2009 storm cost:

« Lower other income (expense) - net for the thretbsix-month periods, primarily due to equity loséesn an unconsolidated affiliate.

« Lower income taxes for the six-month period, priilyadtue to the change in pre-tax income.

The following after-tax amounts, which managemeamtsiders special items, also impacted the KentiRdgulated segment's results during
the periods ended June 30.

Income Statemer Three Months Six Months
Line ltem 2012 2011 2012 2011

Special items gains (losses), net of tax (expesegfit:
LKE acquisitior-related adjustment

Net operating loss carryforward and other tax egladjustment Income Taxes and Other O& $ 4
Other:

LKE discontinued operations, net of tax of $4, $0, $0 (a) Disc. Operations $ (5) (5)
Total $ & _ s @ ___

(@) Represents an adjustment to an indemnificationlifab
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Outlook

Excluding special items, PPL projects lower segneamtings in 2012 compared with 2011, primarilyeni by higher operation and
maintenance expenses, which are expected to hellyaoffset by higher margins.

In June 2012, LG&E and KU filed requests with theSC for increases in annual base electric ratapmfoximately $62 million at LG&E
and approximately $82 million at KU and an increimsannual base gas rates of approximately $17amitit LG&E. The proposed base rate
increases would result in electric rate increasés3% at LG&E and 6.5% at KU and a gas rate ineee# 7.0% at LG&E and would be
effective in January 2013. LG&E's and KU's apglmas include requests for authorized returns-omitgat LG&E and KU of 11% each. A
hearing on these matters is expected to be schibduling the fourth quarter of 2012. LG&E and Kahaot predict the outcome of these
proceedings.

Earnings in 2012 are subject to various risks arzkrtainties. See "Forward-Looking Informatiom@ trest of this Iltem 2 and Notes 6 and 10
to the Financial Statements in this Form 10-Q dtehi 1. Business" and "ltem 1A. Risk Factors" ilLBR2011 Form 10k for a discussion ¢
the risks, uncertainties and factors that may irhfgare earnings.

U.K. Regulated Segment

The U.K. Regulated segment consists primarily efdlectric distribution operations of WPD in the&U.

Net Income Attributable to PPL Corporation for fhexiods ended June 30 includes the following res

Three Months Six Months
2012 2011 % Change 2012 2011 % Change

Utility revenues $ 209 $ 203 3 % 437 $ 419 4
Energy-related businesst 8 10 (20) 18 19 (5)

Total operating revenug 217 213 2 455 438 4
Other operation and maintenar 52 49 6 107 91 18
Depreciatior 33 32 3 64 62 3
Taxes, other than incon 12 13 (8) 26 26
Energy-related businesst 6 4 50 11 8 38

Total operating expens: 103 98 5 208 187 11
Other Income (Expens- net 31 5 520 10 3 233
Interest Expense (i 46 58 (21) 93 98 (5)
Income Taxe! 21 8 163 40 28 43
WPD Midlands, net of tax (k 118 65 82 241 65 271
WPD Midlands acquisitic-related

adjustments, net of te (81 (100, &) (100, (96)
Net Income Attributable to PPL Corporati $ 196 38 416 % 361 S 93 288

(a) Includes allocated interest expense of $11 miliad $23 million for the three and six months endigage 30, 2012 and $14 million for both the three sik months ended
June 30, 2011, related primarily to the 2011 Equiityts.

(b) 2012 represents the operations of WPD Midlandshferthree and six months ended June 30, 2012 akdr2@resents the operations of WPD Midlands ferpériod from
the April 1, 2011 acquisition date through JuneZ,1, recorded on a one month lag. These amewntgde acquisition-related adjustments. WPD MidE revenue
from external customers was $340 million and $6@#ian for the three and six months ended June2B,2 and $207 million in the same periods of 2(

The changes in the components of the U.K. Regulsggthent's results between these periods werevdbe following factors, which reflect
reclassifications for certain items that managencensiders special. See additional detail of tlsp&eial items in the table below. The
amounts for PPL WW and WPD Midlands are presented constant U.K. foreign currency exchange rasistia order to isolate the impact
of the change in the exchange rate.
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Three Months Six Months

PPL WW

Utility revenues $ 12 % 26

Other operation and maintenar 9) (19)

Interest expens 8 11

Other 1 2)

Income taxe: 6 4
WPD Midlands, afte-tax 56 184
uU.s.

Interest expens 3 (13)

Other (2)

Income taxe: (11) (14)
Foreign currency exchange rates, «tax (a) 3) @)
Special items, aft-tax 96 98
Total $ 158 $ 268

(@) Includes the effect of realized gains/(losses)amiags hedge:
PPL WW

« Higher utility revenues for the three-month peritk to the April 1, 2011 and 2012 price increaskiehvresulted in $19 million of
higher utility revenues, partially offset by $4 higih of lower regulatory recovery due to a 2012rgesto income for the over-recovery of
revenues from customers, compared to a creditcane in 2011

Higher utility revenues for the six-month periodedo the April 1, 2011 and 2012 price increasesthesulted in $55 million of higher
utility revenues, partially offset by $15 milliorf lmwer volumes due primarily to a downturn in #@nomy and weather and $11 million
of lower regulatory recovery due to a 2012 chaag@tome for the over-recovery of revenues front@ugrs, compared to a credit to
income in 2011

« Higher other operation and maintenance expenstéahree-month period due to $5 million of highension expense resulting from an
increase in amortization of actuarial losses anthion of higher network maintenance exper

Higher other operation and maintenance expenstaéasix-month period due to $10 million of highengion expense resulting from an
increase in amortization of actuarial losses anchion of higher network maintenance exper

« Lower interest expense for the three and six-mpatiods primarily due to lower interest expenseénaiex-linked notes.

« Lower income taxes for the three and six-monthqaisridue to $7 million and $5 million of favorabldjestments related to uncertain tax
positions.

u.s

« Higher interest expense for the six-month periacharily due to $13 million of higher interest exgerassociated with the 2011 Equity
Units issued to finance the WPD Midlands acquisit

« Higher income taxes for the three and six-montliogerdue to a $7 million and $14 million of tax ledits recorded in 2011 as a result of
U.K. pension plan contribution

The following after-tax amounts, which managememtsiders special items, also impacted the U.K. Regd segment's results during the
periods ended June 30.
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Income Statemet Three Months Six Months

Line Item 2012 2011 2012 2011
Special items gains (losses), net of tax (expelpepgfit:
Foreign currenc-related economic hedges, net of tax of ($8), (@), $0 (a Other Incom-net $ 16 $ 13 2
WPD Midlands acquisitic-related adjustment
2011 Bridge Facility costs, net of tax of $0, $$@, $13 (b Interest Expens (25) $ (30)
Foreign currency loss on 2011 Bridge Facility, ofetax of $0, $19, $0, $19 ( Other Incom-net (39) (39)
Net hedge gains, net of tax of $0, ($20), $0, (¥ty Other Incom-net 43 39
Hedge ineffectiveness, net of tax of $0, $3, $0(d): Interest Expens 9) 9)
U.K. stamp duty tax, net of tax of $0, $0, $0, &) Other Incom-net (21) (21)
Separation benefits, net of tax of $0, $2, $2 Other O&M (4) (4) (8) (4)
Other acquisition-related adjustments, net of ta@én), $10, ($1), $10 ) 4 (26) 4 (36)
Total $ 168 (0% (% (@00

(@) Represents unrealized gains (losses) on conttatt®tonomically hedge anticipated earnings denat@ihin GBP

(b) Represents fees incurred in connection with estiainlg the 2011 Bridge Facilit

(c) Represents the foreign currency loss on the repayofehe 2011 Bridge Facility, including a pre-taxeign currency loss of $15 million associatethwiroceeds received
on the U.S. dollar-denominated senior notes istyelPL WEM in April 2011 that were used to repgyoation of PPL WEM's borrowing under the 2011 Bedg
Facility. The foreign currency risk was economlicdledged with forward contracts to purchase GBRictvresulted in pre-tax gains of $63 million arb$nillion for the
three and si-month periods. See Note 14 to the Financial Statésrifor additional informatior

(d) Represents a combination of ineffectiveness assatiaith closed out interest rate swaps and a ehagprded as a result of certain interest ratgsyailing hedge
effectiveness testing. See Note 14 to the FinaSta&ements for additional informatic

(e) Tax on the transfer of ownership of property in th&. which is not tax deductible for income taxposes

(f) 2011 primarily represents advisory, accounting legdl fees which are reflected in "Other Incomep@&nse - net" on the Statements of Incor

Outlook

Excluding special items, PPL projects higher segreamings in 2012 compared with 2011, primarilivein by four additional months of
earnings from the Midlands businesses and higleetratity delivery revenue. Partially offsettingeie positive earnings drivers are higher
income taxes, higher operation and maintenancensgpdigher depreciation, higher financing costsaless favorable currency exchange
rate.

Earnings in 2012 are subject to various risks arekrtainties. See "Forwatdoking Information,"” the rest of this Item 2, aNdtes 6 and 1
to the Financial Statements in this Form 10-Q dtehi 1. Business" and "ltem 1A. Risk Factors" ilLlBR2011 Form 10k for a discussion ¢
the risks, uncertainties and factors that may irhfgare earnings.

Pennsylvania Regulated Segment

The Pennsylvania Regulated segment includes thaategl electric delivery operations of PPL Electric

Net Income Attributable to PPL Corporation for fhexiods ended June 30 includes the following res

Three Months Six Months
2012 2011 % Change 2012 2011 % Change

Operating revenue

External $ 403 $ 436 8 $ 860 $ 990 (13)

Intersegmen 1 4 (75, 2 8 (75)

Total operating revenut 404 440 (8) 862 998 (14
Energy purchase

External 120 169 (29 273 420 (35)

Intersegmen 17 4 325 38 10 280
Other operation and maintenar 143 126 13 283 256 11
Depreciatior 39 37 5 78 70 11
Taxes, other than incon 22 22 48 57 (16)

Total operating expens: 341 358 (5) 720 813 (11)
Other Income (Expens- net 1 1 3 1 200
Interest Expens 24 24 48 48
Income Taxes 11 19 (42) 31 42 (26)
Net Income 29 40 (28] 66 96 (31)
Net Income Attributable to Noncontrolling Intere 4 (100, 4 8 (50)
Net Income Attributable to PPL Corporati $ 29 3 (19 623 8 (30

The changes in the components of the PennsylveegallRted segment's results between these periaggsdue to the following factors, whi
reflect reclassifications for items included in ggalelivery margins.
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Three Months Six Months

Pennsylvania gross delivery marg $ 3 3 (10)
Other operation and maintenar (29) (25)
Depreciatior 2) (8)
Other Q) 2
Income Taxe: 8 11
Noncontrolling Interest 4 4
Total $ 7) $ (26)

« See "Statement of Income Analysis - Margins - Clearig Non-GAAP Financial Measures" for an explaratf Pennsylvania Gross
Delivery Margins.

- Higher other operation and maintenance expenstéathree-month period, primarily due to $6 milliehhigher payroll and benefit
related costs, $6 million of higher vegetation ngement costs and $3 million of higher corporateisercosts

Higher other operation and maintenance expenséasiximonth period, primarily due to $8 million of highgayroll and benefit relate
costs, $8 million of higher vegetation managemestsand $5 million of higher corporate servicetsx

» Higher depreciation expense for the six-month genwimarily due to the impact of PP&E additionkated to the ongoing efforts to
ensure the reliability of the delivery system, aaplace aging infrastructur

« Lower income taxes for the three and six-monthqaks;i primarily due to the change in pea-income, which reduced income taxes b
million and $16 million.

» Lower noncontrolling interests for the three andrsionth periods due to the preference stock redempt June 2012.
Outlook

PPL projects lower segment earnings in 2012 conaparth 2011, primarily driven by higher operatiomdamaintenance expense, higher
depreciation and lower distribution revenue, whach expected to be partially offset by higher tnaission revenue, lower financing costs,
and lower income taxes.

In March 2012, PPL Electric filed a request witk fAUC to increase distribution rates by approxitga205 million. The proposed
distribution revenue rate increase would resu#t ;:19% increase over PPL Electric's total ratéBeatime of filing and be effective January 1,
2013. PPL Electric's application includes a retjfmrsan authorized return-oequity of 11.25%. Hearings on this matter are dakesl during
August 2012 and a decision is expected in the fioguiarter of 2012. PPL Electric cannot predictdbtcome of this proceeding.

Earnings in 2012 are subject to various risks arzkrtainties. See "Forward-Looking Informatiomg trest of this Item 2 and Notes 6 and 10

to the Financial Statements in this Form 10-Q dtehi 1. Business" and "ltem 1A. Risk Factors" PLR 2011 Form 10-K for a discussion
of the risks, uncertainties and factors that mayaot future earnings.

Supply Segment

The Supply segment primarily consists of the enengyketing and trading activities, as well as tompetitive generation and development
operations of PPL Energy Supply.
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Net Income Attributable to PPL Corporation for fheriods ended June 30 includes the following res

Three Months Six Months
2012 2011 % Change 2012 2011 % Change

Energy revenue

External (a) $ 816 $ 879 7 % 3,106 $ 2,132 46

Intersegmen 17 4 325 38 10 280
Energy-related businesst 115 116 (1) 213 228 (1)

Total operating revenue 948 999 (5) 3,357 2,370 42
Fuel (a) 196 208 (6) 407 468 (23)
Energy purchase

External (a] 191 116 65 1,438 411 250

Intersegmen n/e 1 1
Other operation and maintenar 287 283 1 535 516 4
Depreciatior 76 64 19 148 128 16
Taxes, other than incon 17 15 13 35 31 13
Energy-related businesst 113 116 (3) 210 225 )

Total Operating expens: 880 802 10 2,774 1,780 56
Other Income (Expens- net 4 4 9 19 (53)
Othel-Thar-Temporary Impairment 1 n/e 1 1
Interest Expens 53 51 4 101 100 1
Income Taxe: 6 58 (90) 177 200 12)
Income (Loss) from Discontinued Operatic 1) (100, 2 (100,
Net Income Attributable to PPL Corporati $ 128 9 @®r$ 313 $ 310 1

(@) Includes the impact from energy-related economividg. See "Commodity Price Risk (Non-tradingeeonomic Activity" in Note 14 to the Financial Statents for
additional information

The changes in the components of the Supply segrestilts between these periods were due to Hosviog factors, which reflect
reclassifications for items included in unregulagedss energy margins and certain items that mamageconsiders special. See additional
detail of these special items in the table below.

Three Months Six Months

Unregulated gross energy marg $ (87)
Other operation and maintenar $ (8) (29)
Depreciatior (12) (20)
Other Income (Expens- net ) (12)
Other (4) (6)
Income Taxe! 8 73
Discontinued operations, af-tax 3
Special items, aft-tax (61) 71
Total $ (79) $ 3

« See "Statement of Income Analysis - Margins - Clearig Non-GAAP Financial Measures" for an explaratf Unregulated Gross
Energy Margins

« Higher other operation and maintenance expensiéathree and six-month periods in part due torfiltion and $17 million of higher
costs at PPL Susquehanna, including refueling eutagts, payrc-related costs and timing of projec

« Higher depreciation expense for the three and sirtmperiods due to the impact of PP&E additions.

« Lower other income (expense) - net for the six-rhqreriod primarily due to lower earnings on se@siin the NDT funds.

. Lower income taxes for the three and six-monthqgaksriprimarily due to lower pre-tax income, whiclueed income taxes by $5 million
and $46 million. The six-month period was alsodowue to an $11 million deferred tax benefit frarstate tax rate adjustment recorded
in 2012 and $11 million of Pennsylvania net ope@atoss valuation allowance adjustments which neglgtimpacted 2011, driven
primarily by the impact of bonus depreciati

The following after-tax amounts, which managemeamtsiders special items, also impacted the Supggneat's results during the periods
ended June 30.
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Income Statemer Three Months Six Months

Line Item 2012 2011 2012 2011

Special items gains (losses), net of tax (expelpepgfit:
Adjusted energ-related economic activity, net, net of tax of $83, ($79), ($10 (a) $ 32) $ ®3) % 118 $ 14
Impairments

Emission allowances, net of tax of $0, $0, $0 Other O&M )

Renewable energy credits, net of tax of $0, $0$R( Other O&M 2)

Adjustments- nuclear decommissioning trust investments, néwobf ($1), $0, ($2), ($1 Other Incom-net 1 1
LKE acquisitior-related adjustment

Sale of certain nc-core generation facilities, net of tax of $0, $@, $0 Disc. Operation 2) 3)
Other:

Montana hydroelectric litigation, net of tax of 0, $0, $1 Interest Expens ) Q)

Litigation settlemen- spent nuclear fuel storage, net of tax of $0, }$8Q, ($21) (b’ Fuel 29 29

Counterparty bankruptcy, net of tax of $0, $0, #%(c) Other O&M (6)

Wholesale supply cost reimbursement, net of te00f$0, $0, $( (d) 1 1

Ash basin leak remediation adjustment, net of fz0p $0, ($1), $( Other O&M 1

Coal contract modification payments, net of ta$6f $0, $5, $0 (e) Fuel (7) (7)
Total § (@3 % 2§ 1088% 37

(@) See "Reconciliation of Economic Activity" belo'

(b) In May 2011, PPL Susquehanna entered into a settieagreement with the U.S. Government relatingRa Susquehanna's lawsuit, seeking damages for the
Department of Energy's failure to accept spentaardiuel from the PPL Susquehanna plant. PPL ®iequna recorded credits to fuel expense to recegacovery,
under the settlement agreement, of certain costtote spent nuclear fuel at the Susquehanna plms. special item represents amounts record@@11 to cover the
costs incurred from 1998 through September 2

(c) In October 2011, a wholesale customer, SMGT, fitecbankruptcy protection under Chapter 11 of th8.UBankruptcy code. In 2012, PPL EnergyPlus debian
additional allowance for unpaid amounts under tmgiterm power contract. In March 2012, the U.&Buptcy Court for the District of Montana apprdvbe request
to terminate the contract, effective April 1, 20

(d) Recorded in "Wholesale energy market- Realized" on the Statement of Incor

(e) As a result of lower electricity and natural gag@s, coal unit runtimes have decreased. Comntnadification payments were incurred to reduce termacted coal
guantities scheduled for delivel

Reconciliation of Economic Activity
The following table reconciles unrealized pre-taing (losses) for the periods ended June 30, frentable within "Commaodity Price Risk

(Non-trading) - Economic Activity" in Note 14 togh-inancial Statements to the special item idexttifis "Adjusted energy-related economic
activity, net."

Three Months Six Months
2012 2011 2012 2011
Operating Revenue
Unregulated retail electric and g $ 12, $ 13 2 $ 5
Wholesale energy marketit (458 (44) 394 13
Operating Expense
Fuel (16) (11) (14) 12
Energy Purchase 442 109 (149, 127
Energy-related economic activity (i (44, 55 229 157
Option premiums (b 1 6 1 11
Adjusted energ-related economic activit (43; 61 230 168
Less: Economic activity realized, associated wi#hmonetization ¢
certain ful-requirement sales contracts in 2( 12 66 33 144
Adjusted energ-related economic activity, net, |-tax $ 65 $ ©) $ 197 $ 24
Adjusted energ-related economic activity, net, al-tax $ B2 3 3 3 118 $ 14

(@) See Note 14 to the Financial Statements for additimformation.
(b) Adjustment for the net deferral and amortizatiompfion premiums over the delivery period of themtthat was hedged or upon realization. Optiomprs are recorded
in "Wholesale energy marketi- Realized" and "Energy purchas Realized" on the Statements of Incol

Outlook

Excluding special items, PPL projects lower segneamntings in 2012 compared with 2011, primarilyweni by lower energy margins as a
result of lower energy and capacity prices, highet costs, higher operation and maintenance expemal higher depreciation. See
"Overview" for a discussion on economic and madcetditions.

Earnings in 2012 are subject to various risks arakrtainties. See "Forward-Looking Informatiomg trest of this Item 2 and Note 10 to the

Financial Statements in this Form 10-Q and "lterBusiness" and "Item 1A Risk Factors" in PPL's 2Bbtm 10-K for a discussion of the
risks, uncertainties and factors that may impattriiearnings.
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Statement of Income Analysis --

Margins

Non-GAAP Financial Measures

The following discussion includes financial infortioa prepared in accordance with GAAP, as welhasd non-GAAP financial

measures: "Kentucky Gross Margins," "Pennsylv@riass Delivery Margins" and "Unregulated Gross Bpévlargins.” These measures
not intended to replace "Operating Income," whdeétermined in accordance with GAAP, as an indicaft overall operating

performance. Other companies may use differensorea to analyze and to report on the resultsedf dperations. PPL believes that these
measures provide additional criteria to make innesit decisions. These performance measures atging®njunction with other
information, internally by senior management arelBloard of Directors to manage the Kentucky Regdla®Pennsylvania Regulated and
Supply segment operations, analyze each respesgtgrment's actual results compared with budgetiamertain cases, to measure certain
corporate financial goals used in determining \@ei@ompensation.

PPL's three non-GAAP financial measures include:

"Kentucky Gross Margins" is a single financial perhance measure of the Kentucky Regulated segneectsicity generation,
transmission and distribution operations as weitsadistribution and sale of natural gas. In gldting this measure, utility revenues and
expenses associated with approved cost recovekintpmechanisms are offset. Certain costs agsocigith these mechanisms,
primarily ECR and DSM, are recorded as "Other op@meand maintenance” and "Depreciation.” Theseharisms allow for recovery

of certain expenses, returns on capital investmamisperformance incentives. As a result, thissmearepresents the net revenues from
the Kentucky Regulated segment's operati

"Pennsylvania Gross Delivery Margins" is a singhaifcial performance measure of the PennsylvanjaiRied segment's electric
delivery operations, which includes transmissiod distribution activities. In calculating this nsege, utility revenues and expenses
associated with approved recovery mechanisms,dimduenergy provided as a PLR, are offset with maliimpact on earnings. Costs
associated with these mechanisms are recordechigrdlf purchases," "Other operation and maintenamgdgch is primarily Act 129
costs, and in "Taxes, other than income," whigbriarily gross receipts tax. This performance sneaincludes PLR energy purchases
by PPL Electric from PPL EnergyPlus, which areeetitd in "PLR intersegment utility revenue (exp&hsethe table below. As a rest
this measure represents the net revenues frometimesiflvania Regulated segment's electric delivpgrations

"Unregulated Gross Energy Margins" is a singleritial performance measure of the Supply segmemt'getitive energy non-trading
and trading activities. In calculating this mea&suhe Supply segment's energy revenues, whichdaaperating revenues associated
with certain Supply segment businesses that assifiled as discontinued operations, are offsetibycbst of fuel, energy purchases,
certain other operation and maintenance expengegnly ancillary charges, gross receipts tax, ahhis recorded in "Taxes, other than
income," and operating expenses associated withioeSupply segment businesses that are classifietiscontinued operations. This
performance measure is relevant to PPL due todtailty in the individual revenue and expensefiron the Statements of Income that
comprise "Unregulated Gross Energy Margins." Tiatility stems from a number of factors, incluglithe required netting of certain
transactions with ISOs and significant swings ineatfized gains and losses. Such factors couldtiiesgains or losses being recorded in
either "Wholesale energy marketing” or "Energy pases" on the Statements of Income. This perfocmareasure includes PLR
revenues from energy sales to PPL Electric by PRargyPlus, which are reflected in "PLR intersegmaitity revenue (expense)" in the
table below. PPL excludes from "Unregulated Gigissrgy Margins" the Supply segment's adjusted gresigted economic activity,
which includes the changes in fair value of posgiased to economically hedge a portion of the @ridnivalue of PPL's competitive
generation assets, full-requirement sales conteasretail activities. This economic value isjeabto changes in fair value due to
market price volatility of the input and output conodities (e.g., fuel and power) prior to the deatjwperiod that was hedged. Also
included in this adjusted energy-related econortiivigy is the ineffective portion of qualifying sh flow hedges, the monetization of
certain full-requirement sales contracts and premémnortization associated with options. This eooiecactivity is deferred, with the
exception of the full-requirement sales contralcét tvere monetized, and included in unregulatedsyemergy margins over the delivery
period that was hedged or upon realizat
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Reconciliation of No-GAAP Financial Measure

The following tables reconcile "Operating Income'RPL's three non-GAAP financial measures for #m@opls ended June 30.

2012 Three Months

2011 Three Months

Unregulated

Unregulated

Kentucky PA Gross Gross Kentucky  PA Gross Gross
Gross Delivery Energy Operating Gross Delivery Energy Operating
Margins Margins Margins Other (a) Income (b) Margins Margins Margins Other (a) Income (b)
Operating Revenues
Utility $ 658 $ 403 $ 544(c) $ 1,605 $ 639 $ 436 $ 409(c) $ 1,484
PLR intersegment utilit
revenue (expense) ( a7 $ 17 4 $ 4
Unregulated reta
electric and ga 192 (13) 179 180 1 181
Wholesale energy marketit
Realized 1,075 8(f) 1,083 716 16 (f) 732
Unrealized economi
activity (458)(g) (458 (44)9) (44)
Net energy trading margit 10 10 10 10
Energy-related businesst 130 130 126 126
Total Operating Revenu: 658 386 1,294 211 2,549 639 432 910 508 2,489
Operating Expenses
Fuel 215 170 26 (e) 411 206 250 (42)(e) 414
Energy purchase
Realized 34 120 617 16 (f) 787 40 169 150 75(f) 434
Unrealized economi
activity (442)(g) (442 (209)(g) (209
Other operation an
maintenanci 24 26 7 682 739 21 29 9 664 723
Depreciatior 13 258 271 12 225 237
Taxes, other than incon 20 7 60 87 20 7 48 75
Energy-related businesst 124 124 120 120
Intercompany elimination (1) 1 (4) 1 3
Total Operating Expenses 286 165 801 725 1,977 279 214 417 984 1,894
Total $ 372 $ 221 $ 493 $ (514 $ 572 $ 360 $ 218 $ 493 $ (476, $ 595
2012 Six Months 2011 Six Months
Unregulated Unregulated
Kentucky  PA Gross Gross Kentucky  PA Gross Gross
Gross Delivery Energy Operating Gross Delivery Energy Operating
Margins Margins Margins Other (a) Income (b) Margins Margins Margins Other (a) Income (b)
Operating Revenues
Utility $ 1,363 $ 860 $ 1,096(c) $ 3,319 $ 1,404 $ 990 $ 626(c) $ 3,020
PLR intersegment utilit
revenue (expense) ( (38) $ 38 (10) $ 10
Unregulated reta
electric and ga 406 4) 402 323 5 328
Wholesale energy marketit
Realizec 2,279 12(f) 2,291 1,738 32(f) 1,770
Unrealized economi
activity 394(g) 394 13(g) 13
Net energy trading margit 18 18 21 21
Energy-related businesst 237 237 247 247
Total Operating Revenut 1,363 822 2,741 1,735 6,661 1,404 980 2,092 923 5,399
Operating Expenses
Fuel 428 385 22(e) 835 421 534 (66)(e) 889
Energy purchase
Realizec 108 273 1,251 38(f) 1,670 147 420 377 161(f) 1,105
Unrealized economi
activity 149(q) 149 (127(9) (127,
Other operation an
maintenanci 46 49 11 1,339 1,445 41 47 13 1,205 1,306
Depreciatior 26 509 535 24 421 445
Taxes, other than incon 44 16 118 178 53 14 81 148
Energy-related businesst 226 226 233 233
Intercompany elimination (2) 1 1 (8) 2 6
Total Operating Expensi 608 364 1,664 2,402 5,038 633 512 940 1,914 3,999
Discontinued operatior 12 (22)(h)
Total $ 755 $ 458 $ 1,077 $ (667 1,623 $ 771 $ 468 $ 1,164 $(1,003 1,400




(@) Represents amounts that are excluded from Mar

(b) Asreported on the Statement of Incol

(c) Primarily represents WPD's utility reveni

(d) Primarily related to PLR supply sold by PPL EnerggRo PPL Electric

(e) Includes economic activity related to fuel as digset in "Commodity Price Risk (Non-trading) - Ecomic Activity" within Note 14 to the Financial Staents. The three
and six months ended June 30, 2012, includes &apgriess of $12 million related to coal contractdification payments. The three and six months drllme 30, 2011
includes a pr-tax credit of $50 million for the spent nuclearlfliggation settlement

(f) Represents energy-related economic activity asritbestin "Commaodity Price Risk (Non-trading) - Econic Activity" within Note 14 to the Financial Seahents. For the
three and six months ended June 30, 2012, "Whelesargy marketing - Realized" and "Energy purchasealized" include net pre-tax losses of $12ioniland $33
related to the monetization of certain full-requient sales contracts and net pre-tax gains of $bbmand $1 million related to the amortizationaytion premiums. The
three and six months ended June 30, 2011 includeredax losses of $66 million and $144 milliofated to the monetization of certain full-requirerheales contracts
and net pr-tax gains of $6 million and $11 million relatedtte amortization of option premiurr

(g) Represents energy-related economic activity, whicubject to fluctuations in value due to mark@étevolatility, as described in "Commodity PricssR(Non-trading) -
Economic Activity" within Note 14 to the Financigtatements

(h) Represents the net of certain revenues and expassesiated with certain businesses that are fitabssis discontinued operations. These revenug&gmenses are not
reflected in "Operating Income" on the Statemefiscome.

Changes in NoiGAAP Financial Measures

The following table shows PPL's three non-GAAP fficial measures for the periods ended June 30 aasviile change between
periods. The factors that gave rise to the chaageslescribed below the table.

Three Months Six Months
2012 2011 Change 2012 2011 Change

Kentucky Gross Margin $ 372 $ 360 $ 12 $ 755 $ 771 $ (16)
PA Gross Delivery Margins by Compong

Distribution $ 170 $ 173 $ ) % 359 $ 381 $ (22)

Transmissior 51 45 6 99 87 12
Total $ 221 $ 218 $ 3 3 458 $ 468 $ (10)
Unregulated Gross Energy Margins by Rec
Non-trading

Eastern U.S $ 407 $ 395 §$ 12 3 896 $ 972 $ (76)

Western U.S 76 88 12) 163 171 (8)
Net energy tradin 10 10 18 21 3
Total $ 493 $ 493 $ $ 1,077 $ 1,164 $ (87)

Kentucky Gross Margins

Margins increased for the three-month period erlder 30, 2012, compared with 2011, due to $12anillif higher retail margins, as
volumes were impacted by increases in productieel$eat some of LKE's larger industrial customerd warmer weather during the three
months ended June 30, 2012. Total cooling degage khcreased 9% compared to the same period ih. 201

Margins decreased for the six-month period endeé 30, 2012, compared with 2011, primarily due8 #illion of lower retail margins, as
volumes were impacted by unseasonably mild weatheng the first four months of 2012, and $3 milliof lower wholesale margins, as
volumes were impacted by lower market prices. Mutating degree days decreased 24% compared $athe period in 2011.
Pennsylvania Gross Delivery Margins

Distribution

Margins decreased for the three and six month gemded June 30, 2012, compared with 2011, doegly to the effects of weather.

Transmission

Margins increased for the three and six month plerended June 30, 2012, compared with 2011, ptiyndue to increased investment in
plant and the recovery of additional costs throthghFERC formula-based rates.
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Unregulated Gross Energy Margins

Eastern U.S

The changes in n-trading margins for the periods ended June 30, 20h#pared with 2011 were due

Three Months Six Months

Baseload energy and capacity prices $ 51 $ (137,
Intermediate and peaking energy and capacit (5) (26)
Full-requirement sales contrau 9) (14)
Impact of no-core generation facilities sold in the first quadé€2011 (12)
Ironwood Acquisition which eliminates tolling expen(c) 13 13
Net coal and hydroelectric unit availability ( 9 19
Nuclear generation volume ( 57 82
Other (2) (1)

$ 12 $ (76)

(@) Energy prices and capacity prices were lower i lpatriods of 2012

(b) Capacity prices were lower in both periods of 2(

(c) See Note 8 to the Financial Statements for additioriormation.

(d) Coal unit availability was higher in both period®wing the capture of additional margir

(e) For the three and six month periods, volumes wagleen due to a shorter outage period for bladegospns and an uprate in the third quarter of 20Rdr the six month
period, volumes were also higher due to an unpldima¢age in March 201.

Western U.S

Non-trading margins for the three and six months enlled 30, 2012, compared with the same period8id %ere lower primarily due to
$14 million related to the bankruptcy of SMGT.

Utility Revenues

The increase (decrease) in utility revenues fopiréods ended June 30, 2012 compared with 201 dumso:

Three Months Six Months

Domestic:
PPL Electric (a $ (33) $ (130;
LKE (b) 20 (41)
Total Domestic (13 a7y
U.K.:
PPL WW
Price (c) 19 55
Volume (d) 2) (15)
Recovery of allowed revenues 4) (12)
Foreign currency exchange ra 5) (8)
Other 2 3
Total PPL WW 6 18
WPD Midlands (f) 128 452
Total UK. 134 470
Total $ 121 $ 299

(@) See "Pennsylvania Gross Delivery Margins" for fartmformation.

(b) See "Kentucky Gross Margins" for further informati

(c) The increase for the three and-month periods is primarily due to price increadésctive April 1, 2012 and 201:

(d) The decrease for the -month period is primarily due to the downturn ie g#tconomy and weathe

(e) The decrease for the three and six-month periopdnsarily due to a 2012 charge to income for thererecovery of revenues from customers, compareddredit to
income in 2011

(f) Periods are not comparable. The periods ended3Wr2012 include three and six months of WPD Midk results, compared with two months for the sper®ds in
2011.
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Other Operation and Maintenance

The increase (decrease) in other operation andtemzince expense for the periods ended June 30,c2di@ared with 2011 were due

Three Months Six Months

Domestic:

Uncollectible accounts (: $ 4 3% 18

LKE steam maintenance plant costs 11

LKE storm costs (c 6

PPL Susquehanna nuclear plant cost: 11 17

Vegetation manageme 6 9

Stock based compensati 8

Other 8
U.K.:

PPL WW (e) 7 17

WPD Midlands (f) (12) 45
Total $ 16 $ 139

(@) In October 2011, SMGT filed for bankruptcy protectiunder Chapter 11 of the U.S. Bankruptcy Codee ificrease for the six-month period reflects ah®illion
increase to a reserve on unpaid amot

(b) Increase primarily due to steam maintenance caessjting from an increased scope of scheduledyest

(c) A credit to establish a regulatory asset was reznbid the first quarter of 2011 related to 2009ratoosts

(d) Primarily due to refueling outage costs, payrotsaand timing of project

(e) Increase for the three and six-month periods iresu8b million and $10 million of higher pension erpe resulting from the amortization of actuawakks and $4 million
and $6 million of higher network maintenance expe

(f) Periods are not comparable. The periods ended3Wr2012 include three and six months of WPD Midk results, compared with two months for the sper®ds in
2011. The decrease for the tt-month period was primarily due to the impact ofwsijion-related adjustment

Depreciation

The increase (decrease) in depreciation expensbdqreriods ended June 30, 2012 compared with @@%Idue to

Three Months Six Months
Additions to PP&E $ 13 $ 33
WPD Midlands (a 17 53
Ironwood Acquisition 4 4
Total $ 34 3 90

(a) Periods are not comparable. The periods ended3Wr2012 include three and six months of WPD Midk results, compared with two months for the sper®ds in
2011.

Taxes, Other Than Income

The increase (decrease) in taxes, other than inéontke periods ended June 30, 2012 compared20iti was due t¢

Three Months Six Months
Pennsylvania gross receipts tax $ 5) % 12)
Domestic property ta 5 5
WPD Midlands (b 8 30
Other 4 7
Total $ 12 $ 30

(@) The decrease for the three and six month periodsprimarily due to a decrease in taxable elecévenue. This tax is included in "Unregulated Giesergy Margins"
and "Pennsylvania Gross Delivery Margir

(b) Periods are not comparable. The periods ended3Wr#012 include three and six months of WPD Midk results, compared with two months for the sper@ds in
2011.

Other Income (Expense) - net
The $64 million increase in other income (expenset for the three months ended June 30, 2012 aedwith 2011 was primarily due to:
« $47 million of other WPD Midlands acquisition-reddtadjustments in 2011;

« a$23 million increase in gains from economic fgneturrency exchange contracts; and

118




. a$58 million foreign currency loss related to tapayment of the 2011 Bridge Facility borrowingseff by a $62 million gain on foreign
currency contracts that hedged the repayment &f barowings, both in 201

The $52 million increase in other income (expens@t for the six months ended June 30, 2012 compaith 2011 was primarily due to:

o  $57 million of other WPD Midlands acquisition-reddtadjustments in 2011;

« a$7 million increase in gains from economic foreggirrency exchange contracts; and

. a$58 million foreign currency loss related to tapayment of the 2011 Bridge Facility borrowingtjly offset by a $55 million gain ¢
foreign currency contracts that hedged the repaywifesuch borrowings, both in 201

See Note 12 to the Financial Statements for furdiesdils.

Interest Expense

The increase (decrease) in interest expense fgratieds ended June 30, 2012 compared with 201du@so:

Three Months Six Months

2011 Bridge Facility costs related to financing #oguisition of WPD Midland $ (36, $ (43)
2011 Equity Units (a 1 13
Interest rates (excluding 2011 Equity Units) (15) (26)
Debt balances (excluding 2011 Equity Units) 13 17
WPD Midlands (d; 12 68
Inflation adjustment on U.K. Ind+~linked Senior Unsecured Not (5) (8)
Hedging activity and ineffectivene 10 19
Ironwood Acquisition (Note 8 4 4
Other (12 (16)
Total $ (28 $ 28

(@) Interest related to the issuance in April 2011upport the WPD Midlands acquisitio

(b) Short-term weighted average rates were 0.69% afg¥®for the three and six months ended June 3®,2@inpared with 1.82% and 2.02% for the same gsiiio
2011. Lonw-term weighted average rates of 4.69% at June 3@, 2®mpared with 4.94% at June 30, 2(

(c) Short-term debt balances were $420 million and&8Bon higher for the three and six months endedel30, 2012, compared with the same periods it.20he long-
term debt balance (excluding $255 million of loregrt debt balance from the April 2012 Ironwood Aifinn) was $520 million higher at June 30, 20i@npared with
the same period in 201

(d) Periods are not comparable. The periods ended3Wr2012 include three and six months of WPD Midk! results, compared with two months for the sper®ds in
2011.

Income Taxes

The increase (decrease) in income taxes for tHegseended June 30, 2012 compared with 2011 wasod

Three Months Six Months
Lower pre-tax book income $ 30) $ (23)
State valuation allowance adjustments (11)
Federal and state tax reserve adjustm 2) 2)
Federal and state tax return adjustmi (2) 2
U.S. income tax on foreign earnings net of fordegncredit (b) 10 18
Foreign tax reserve adjustments (8) 5)
Net operating loss carryforward adjustments 3) 9)
Depreciation not normalized ( 2
WPD Midlands (e 27 61
State deferred tax rate change (11)
Other 1) 6
Total $ 8) $ 28

(&) In February 2011, the Pennsylvania Department @ERee issued interpretive guidance on the treatwieimbnus depreciation for Pennsylvania incomeptasposes. In
accordance with Corporation Tax Bulletin 2011-0&nisylvania allows 100% bonus depreciation forifing assets in the same year bonus depreciagiatiowed for
federal income tax purposes. Due to the decreagmjected taxable income related to bonus degtieai, PPL recorded state deferred income tax esgodaring the six
months ended June 30, 2011 related to valuatiowatices

Additionally, the 100% Pennsylvania bonus deprémiatieduction created a current state income taefitfor the flow-through impact of Pennsylvanegulated state tax
depreciation. The federal provision for 100% bodepreciation generally applies to property plaiceservice before January 1, 2012. The place@ivice deadline is
extended to January 1, 2013 for property that ede&& million, has a production period longer tbae year and has a tax life of at least 10 years.

(b) During the three and six months ended June 30,,20RL recorded a $7 million and $14 million federglome tax benefit related to U.K. pension contfiins.
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(c) During the three and six months ended June 30,,Z0RP recorded a tax benefit following resolutidradJ.K. tax issue related to interest expel
(d) During the three and six months ended June 30,,Z8RP recorded adjustments to deferred taxes tetataet operating loss carryforwards of LKE basedncome tax

return adjustment:
(e) Periods are not comparable. The periods ended3Wr#012 include three and six months of WPD Midk results compared with two months for the sper@ds in

2011.
(f)  During the six months ended June 30, 2012, PPLrdecoan adjustment related to state deferred adiities.

See Note 5 to the Financial Statements for additiorformation on income taxes.
Noncontrolling Interests

"Net Income Attributable to Noncontrolling Interg’stecreased by $4 million for the three and sixithe ended June 30, 2012 compared
2011. The decrease is due to PPL Electric's JOh2 2edemption of all 2.5 million shares of itsfprence stock. The price paid was the par
value, without premium ($250 million in the aggréna

Financial Condition

Liquidity and Capital Resources

PPL had the following a

June 30, 201: December 31, 201.
Cash and cash equivalel $ 981 $ 1,202
Shor-term investment 16
$ 981 $ 1,218
Shor-term deb $ 889 $ 578

At June 30, 2012, $357 million of cash and cashwedgnts were denominated in GBP. If these amowoidd be remitted as dividends, PPL
may be subject to additional U.S. taxes, net aivadble foreign tax credits. Historically, dividengaid by foreign subsidiaries have been
distributions of the current year's earnings. Sete 5 to the Financial Statements in PPL's 20TinF®-K for additional information on
undistributed earnings of WPD.

The $221 million decrease in PPL's cash and castvalgnts position was primarily the net result of:

« capital expenditures of $1.3 billion;

« the payment of $413 million of common stock dividen

» the redemption of preference stock of a subsiddi&$250 million;
« the Ironwood Acquisition for $84 million, net ofsfaacquired;

« net cash provided by operating activities of $94lfion;

« proceeds of $575 million from the issuance of léaign debt; and
« anetincrease in short-term debt of $311 million.

PPL's cash provided by operating activities inaedasy $133 million for the six months ended Jung2B12 compared with 2011. The
increase was the net effect of:

« anincrease of $211 million in net income (primafibm the U.K. Regulated segment); and
« adecrease of $57 million in defined benefit planding; partially offset by
« anincrease in cash used by components of workipgat of $117 million.

Credit Facilities

PPL maintains credit facilities to provide liquigiind to backstop commercial paper issuancesuré 30, 2012, PPL's total committed
borrowing capacity under its credit facilities ahé use of this borrowing capacity were:
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Letters of
Credit Issued

and

Committed Commercial Unused

Capacity Borrowed Paper Backstop Capacity
PPL Energy Supply Credit Facilitit $ 3,200 $ 790 2,410
PPL Electric Credit Facilities (¢ 450 196 254
LG&E Credit Facility 400 400
KU Credit Facilities 598 198 400
Total Domestic Credit Facilities (I $ 4,648 $ 1,184 3,464
PPL WW Credit Facility (c £ 150 £ 110 n/a £ 40
WPD (South West) Credit Facility (i 245 n/a 245
WPD (East Midlands) Credit Facili 300 300
WPD (West Midlands) Credit Facilit 300 300
£ 995 £ 110 £ 885

Total WPD Credit Facilities (e

(@) In April 2012, PPL Electric increased the capaoitjts syndicated credit facility from $200 millidn $300 million.

Committed capacity includes a $150 million creditifity related to an asset-backed commercial pppsgram through which PPL Electric obtains finagcby selling and
contributing its eligible accounts receivable amthilled revenue to a special purpose, wholly owsadsidiary on an ongoing basis. The subsidiargiges these assets to
secure loans of up to an aggregate of $150 mifliom a commercial paper conduit sponsored by anfirsd institution. At June 30, 2012, based on aot® receivable and
unbilled revenue pledged, the amount availabléd&osrowing under the facility was limited to $87 haih. In July 2012, PPL Electric and the subsidiextended this
agreement to September 2012 and reduced the capagit00 million.

(b) The commitments under PPL's domestic credit féesliare provided by a diverse bank group, with me lsank and its affiliates providing an aggregatamitment of mor
than 9% of the total committed capac

(c) The borrowing outstanding at June 30, 2012 was R-déhominated borrowing of $174 million, which etpdito £110 million at the time of borrowing anddnterest at
approximately 1.458%

(d) InJanuary 2012, WPD (South West) entered intova£@245 million syndicated credit facility to rep&is previous £210 million syndicated credit fagil Under the new
facility, WPD (South West) has the ability to madesh borrowings but cannot request the lendessteeiletters of credit. WPD (South West) paysoznaty commitment
fees under this facility, and borrowings bear iagtrat LIBOR-based rates plus a margin. The fgabntains financial covenants that require WPBuUtg West) to
maintain an interest coverage ratio of not lesa %8 times consolidated earnings before incomestadepreciation and amortization and total net debin excess of 85%
of its RAV, in each case calculated in accordanitk the credit facility.

(e) AtJune 30, 2012, the U.S. dollar equivalent ofsetcapacity under WPD's committed credit facditieas approximately $1.4 billion. The commitmamsler WPD's
credit facilities are provided by a diverse bantugr with no one bank providing more than 16% ofttital committed capacit

See Note 7 to the Financial Statements for furtlisgussion of PPL's credit facilities.

Commercial Paper

In February 2012, LG&E and KU each establishedrarnercial paper program for up to $250 million toyde an additional financing
source to fund their short-term liquidity needson@nercial paper issuances are supported by LG&tEK&)'s Syndicated Credit
Facilities. LG&E and KU had no commercial papetstanding at June 30, 2012.

In April 2012, PPL Energy Supply increased the cépaf its commercial paper program from $500 millto $750 million to provide an
additional financing source to fund its short-tdiguidity needs, if and when necessary. Commepagler issuances are supported by PPL
Energy Supply's Syndicated Credit Facility. Atdd®, 2012, PPL Energy Supply had $520 millionahmercial paper outstanding,
included in "Short-term debt" on the Balance Shaed weighted-average interest rate of approxiynatd8%.

In May 2012, PPL Electric increased the capacitigsogfommercial paper program from $200 millior$&00 million to provide an additional
financing source to fund its short-term liquiditgeds, if and when necessary. Commercial papearises are supported by PPL Electric's
Syndicated Credit Facility. At June 30, 2012, FRéctric had $195 million of commercial paper oatsting, included in "Short-term debt"
on the Balance Sheet, at a weighted-average ihtatesof approximately 0.49%.

Longterm Debt and Equity Securities

In April 2012, PPL made a registered underwrittablig offering of 9.9 million shares of its commstock. In conjunction with that offerin
the underwriters exercised an option to purchasadditional 591 thousand shares of PPL common stoleity to cover over-allotments.
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In connection with the registered public offeriRPL entered into forward sale agreements with tioterparties covering the 9.9 million
shares of PPL's common stock. Settlement of timétsa forward sale agreements will occur no latean April 2013. As a result of the
underwriters' exercise of the overallotment opti®RL entered into additional forward sale agreemeaovtering the additional 591 thousand
shares of common stock. Settlement of the subsedomvard sale agreements will occur in July 20LB0on any physical settlement of any
forward sale agreement, PPL will issue and deliwghe forward counterparties shares of its comstook in exchange for cash proceeds per
share equal to the forward sale price. The forvgaltd price will be calculated based on an infoalvard price of $27.02 per share reduced
during the period the contracts are outstandingpasified in the forward sale agreements. PPL, inagertain circumstances, elect cash
settlement or net share settlement for all or &iguoof its rights or obligations under the forwaae agreements.

PPL will not receive any proceeds or issue anyeshaf common stock until settlement of the forwseaitk agreements. PPL intends to use
any net proceeds that it receives upon settlenoengpay short-term debt obligations and for otheregal corporate purposes.

The forward sale agreements will be classifiedcpste transactions. As a result, no amounts walkécorded in the consolidated financial
statements until the settlement of the forward agleements. Prior to those settlements, theiompgct to the financial statements will be
inclusion of incremental shares within the caldolabf diluted EPS using the treasury stock method.

In April 2012, an indirect, wholly owned subsidiarf/PPL Energy Supply completed the Ironwood Acigjiois. See Note 8 for information
on the transaction and the debt of PPL Ironwood; lassumed through consolidation as part of theisitign.

In April 2012, WPD (East Midlands) issued £100 ioill aggregate principal amount of 5.25% Senior Bldige 2023. WPD (East Midlands)
received proceeds of approximately £111 millionjoclequated to $178 million at the time of issuame of underwriting fees. The net
proceeds were used for general corporate purposes.

In June 2012, LKE completed an exchange of ablitstanding 4.375% Senior Notes due 2021 issu&gjmember 2011 in a transaction not
registered under the Securities Act of 1933, forilsir securities that were issued in a transaatgnstered with the SEC. See Note 7 in P
and LKE's 2011 Form 10-K for additional information

In June 2012, PPL Capital Funding issued $400 anilbf 4.20% Senior Notes due 2022. The notes reagdleemed at PPL Capital
Funding's option any time prior to maturity at makieole redemption prices. PPL Capital Funding neméiproceeds of $396 million, net ¢
discount and underwriting fees, that will be usadgeneral corporate purposes.

In June 2012, PPL Electric redeemed all 2.5 milbbares of its 6.25% Series Preference Stock,alaew100 per share. The price paid for
the redemption was the par value, without premi&50 million in the aggregate). At December 311 2Ghe preference stock was reflected
in "Noncontrolling Interests" on PPL's Balance Shee

In July 2012, PPL Capital Funding gave notice ®kiection to redeem at par on August 14, 201 2thay with interest accrued to the
redemption date, the entire $99 million outstangirigcipal amount of its 6.85% Senior Notes due7204

See Note 7 in PPL's 2011 Form 10-K for informationthe 2011 Bridge Facility, 2011 Equity Units ahd April 2011 issuance of common
stock.

Common Stock Dividends

In May 2012, PPL declared its quarterly commonlsttigidend, payable July 2, 2012, at 36.0 centsspare (equivalent to $1.44 per
annum). Future dividends, declared at the disamedf the Board of Directors, will be dependentmifigture earnings, cash flows, financial
and legal requirements and other factors.

Rating Agency Actions

Moody's, S&P and Fitch periodically review the dtedtings on the debt of PPL and its subsidiariBased on their respective independent
reviews, the rating agencies may make certaingatiavisions or ratings affirmations.

A credit rating reflects an assessment by thegatgency of the creditworthiness associated witlssuer and particular securities that it
issues. The credit ratings of PPL and its subsatiaare based on information provided by PPL ahdrassources. The ratings of Moody's,
S&P and Fitch are not a recommendation to buy,csdibld any securities of PPL or its subsidiari€sich ratings may be subject to revisions
or withdrawal by the agencies at any time and shbalevaluated
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independently of each other and any other ratiagriay be assigned to the securities. A downgra@®L's or its subsidiaries' credit ratings
could result in higher borrowing costs and reduaeckss to capital markets.

As a result of the passage of the Dodd-Frank ARt, B limiting its credit rating disclosure to asgeption of the actions taken by the rating
agencies with respect to PPL's ratings, but witlstating what ratings have been assigned to PRk subsidiaries, or their securities. The
ratings assigned by the rating agencies to PPLitarsdibsidiaries and their respective securitieg beafound, without charge, on each of the
respective rating agencies' websites, which ratiogsther with all other information contained acts rating agency websites is, hereby,
explicitly not incorporated by reference in thipoet.

The rating agencies took the following actionstedlato PPL and its subsidiaries:
In January 2012, S&P affirmed its rating and redige outlook for PPL Montana's Pass Through Qediés due 2020.
In February 2012, Fitch assigned ratings to thertewly established commercial paper programs fo&E@nd KU.

In March 2012, Moody's affirmed the following rajs

« the long-term ratings of the First Mortgage BonalslfG&E and KU;
« the issuer ratings for LG&E and KU; and

« the bank loan ratings for LG&E and KU.

Also in March 2012, Moody's and S&P each assigiedtderm ratings to the two newly established caruoial paper programs for LG&E
and KU.

In March and May 2012, Moody's, S&P and Fitch affid the long-term ratings for LG&E's 2003 Seriesndl 2007 Series B pollution
control bonds.

Following the announcement of the then-pending sttipn of AES Ironwood, L.L.C. in February 201Bgtrating agencies took the
following actions:

« In March 2012, Moody's placed AES Ironwood, L.LsGénior secured bonds under review for possitilegsupgrade.

o In April 2012, S&P affirmed the rating of AES Iromad, L.L.C.'s senior secured bonds.

In May 2012, Fitch downgraded its rating and redige outlook for PPL Montana's Pass Through Qediés due 2020.

In June 2012, Fitch assigned a rating and outlodkRL Capital Funding's Senior Notes.

Ratings Triggers

PPL and PPL Energy Supply have various derivatnceraon-derivative contracts, including contractsth@ sale and purchase of electricity
and fuel, commodity transportation and storagéinphgreements and interest rate and foreign nayréstruments, which contain provisic
that require PPL and PPL Energy Supply to posttewtdil collateral or permit the counterparty tant@rate the contract, if PPL's or PPL
Energy Supply's credit rating were to fall belowdstment grade. See Note 14 to the Financial i@&ates for a discussion of "Credit Risk-
Related Contingent Features," including a discussfche potential additional collateral that woulalve been required for derivative contr

in a net liability position at June 30, 2012. Ahé 30, 2012, if PPL's and its subsidiaries' cnedihgs had been below investment grade, PPL
would have been required to prepay or post aniaddit$531 million of collateral to counterparties both derivative and non-derivative
commodity and commodity-related contracts usedsigéneration, marketing and trading operationsimtedest rate and foreign currency
contracts.

Capital Expenditures

Capital expenditure plans are revised periodidallseflect changes in operational, market and @guy conditions. PPL has lowered its
projected capital spending for 2012 by approxinya$325 million from the previously disclosed $3i8idn projection included in PPL's

2011 Form 10-K. The lower projected capital spagds due mainly to the terminated Bluegrass CTusitipn discussed in Notes 6 and 8 to
the Financial Statements and the status of envieomah projects.

For additional information on PPL's liquidity anapital resources, see "ltem 7. Management's Dismuasid Analysis of Financial Conditic
and Results of Operations,” in PPL's 2011 Form 10-K
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Risk Management
Market Risk

See Notes 13 and 14 to the Financial Statementaffornation about PPL's risk management objectivakiation techniques and accounting
designations.

The forward-looking information presented below\pdes estimates of what may occur in the futureyasng certain adverse market
conditions and model assumptions. Actual futuseiits may differ materially from those presentd@these disclosures are not precise
indicators of expected future losses, but onlydatbrs of possible losses under normal market tiondiat a given confidence level.

Commodity Price Risk (Non-trading)

PPL segregates its non-trading activities into tategories: hedge activity and economic activityansactions that are accounted for as
hedge activity qualify for hedge accounting treattnelrhe economic activity category includes tratisas that address a specific risk, but
were not eligible for hedge accounting or for whiddge accounting was not elected. This activitjudes the changes in fair value of
positions used to hedge a portion of the economiigevof PPL's generation assets, full-requiremaleisscontracts and retail contracts. This
economic activity is subject to changes in faitueatlue to market price volatility of the input amttput commodities (e.g., fuel and

power). Although they do not receive hedge acdogriteatment, these transactions are considenedrading activity. The fair value of
economic positions at June 30, 2012 and Decemhe&2(31L was a net asset/(liability) of $796 milliamd $(63) million. The change in fair
value is largely attributable to the dedesignatibnash flow hedges that are now classified as@oinhedges. See Note 14 to the Financial
Statements for additional information.

To hedge the impact of market price volatility dALPs energy-related assets, liabilities and otbetractual arrangements, PPL both sells and
purchases physical energy at the wholesale levd#URERC market-based tariffs throughout the Un8.enters into financial exchange-
traded and over-the-counter contracts. PPL's raatily commodity derivative contracts mature atores times through 2019.

The following table sets forth the change in nétJ¥alue of PPL's non-trading commodity derivatagntracts for the periods ended
June 30. See Notes 13 and 14 to the Financiadr8eaits for additional information.

Gains (Losses

Three Months Six Months
2012 2011 2012 2011
Fair value of contracts outstanding at the begigmifithe perioc $ 1,215 $ 997 $ 1,082 $ 947
Contracts realized or otherwise settled duringpieod (261, (85) (540, (128;
Fair value of new contracts entered into duringgbeod (a) 13 31 12 15
Other changes in fair valt (6) (49) 407 60
$ 961 $ 894 $ 961 $ 894

Fair value of contracts outstanding at the endhefpterioc

(@) Represents the fair value of contracts at the émldeoquarter of their inceptio

The following table segregates the net fair valulBPL's non-trading commodity derivative contraattdune 30, 2012, based on the level of
observability of the information used to determihe fair value.

Net Asset (Liability)

Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value
Source of Fair Value
Prices based on significant other observable in $ 703 $ 237 $ 21) $ 8 % 927
Prices based on significant unobservable in 21 9 4 34
Fair value of contracts outstanding at the endhefpterioc $ 724 % 246 $ an s 8 3 961

PPL sells electricity, capacity and related sewiged buys fuel on a forward basis to hedge theevall energy from its generation assets. If
PPL were unable to deliver firm capacity and enengpo accept the delivery of fuel under its agreats, under certain circumstances it cc
be required to pay liquidating damages. These damaould be based on the difference between thieetnarice and the contract price of
the commodity. Depending on price changes in thelesale energy markets, such damages could bificigh Extreme weather
conditions, unplanned power plant outages, trarsorigisruptions, nonperformance by counterpaftesheir own counterparties) with
which it has energy contracts
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and other factors could affect PPL's ability to friteeobligations, or cause significant increasethie market price of replacement

energy. Although PPL attempts to mitigate theskstithere can be no assurance that it will betalfiglly meet its firm obligations, that it
will not be required to pay damages for failurgpésform, or that it will not experience countergarbnperformance in the future. In
connection with its bankruptcy proceedings, a sigant counterparty, SMGT, had been purchasing toveéumes of electricity than
prescribed in the contract and effective April @12 the contract was terminated. At this time, ERergy Supply cannot predict the price
other terms on which it will be able to markethod parties the power that SMGT will not purch&®en PPL EnergyPlus due to the
termination of this contract. See Note 10 to theRcial Statements for additional information.

Commodity Price Risk (Trading)
PPL's trading commodity derivative contracts maatrearious times through 2017. The following &abéts forth changes in the net fair v.
of PPL's trading commodity derivative contractstfoe periods ended June 30. See Notes 13 andthd Financial Statements for additional

information.

Gains (Losses)

Three Months Six Months
2012 2011 2012 2011
Fair value of contracts outstanding at the begigmifithe perioc $ 2 3 7% 4 % 4
Contracts realized or otherwise settled duringptigod Q) 1 (2) 3
Fair value of new contracts entered into duringgbeod (a) Q) 5 5 8
Other changes in fair valt 17 2 17
Fair value of contracts outstanding at the endhefpterioc $ 17 3 15 3 17 3 15

(@) Represents the fair value of contracts at the émideoquarter of their inceptio
Unrealized gains of approximately $1 million wik lbeversed over the next three months as the timiss are realized.

The following table segregates the net fair valtigazing commaodity derivative contracts at JuneZL2, based on the level of observab
of the information used to determine the fair value

Net Asset (Liability)

Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value
Source of Fair Value
Prices based on significant other observable in $ 8 $ 8 $ 1 $ 17
Fair value of contracts outstanding at the endhefpterioc $ 8 $ 8 3 1 $ 17
VaR Models

A VaR model is utilized to measure commodity pris& in domestic gross energy margins for the madihg and trading portfolios. VaR is
a statistical model that attempts to estimate #ieesof potential loss over a given holding petiodier normal market conditions at a given
confidence level. VaR is calculated using a Mddéelo simulation technique based on a five-day inglgheriod at a 95% confidence

level. Given the company's conservative hedgimgi@m, the non-trading VaR exposure is expectdud imited in the shorterm. The VaF
for portfolios using end-of-month results for theripd was as follows.

Trading VaR Non-Trading VaR
Six Months Twelve Months Six Months Twelve Months
Ended Ended Ended Ended
June 30, December 31, June 30, December 31,
2012 2011 2012 2011
95% Confidence Level, Fi-Day Holding Perioc
Period Enc $ 5 % 13 11 % 6
Average for the Perio 2 3 9 5
High 5 6 11 7
Low 1 1 7 4

The trading portfolio includes all speculative piasis, regardless of the delivery period. All gimsis not considered speculative are
considered non-trading. The non-trading portfaliludes the entire portfolio, including generatiwith delivery periods through the next 12
months. Both the trading and non-trading VaR camaens exclude FTRs due to the
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absence of reliable spot and forward markets. fainevalue of the non-trading and trading FTR piosi$ was insignificantat June 30, 2012.
Interest Rate Risk

PPL and its subsidiaries issue debt to finance tprations, which exposes them to interest iske PPL utilizes various financial

derivative instruments to adjust the mix of fixewldloating interest rates in its debt portfolidjwst the duration of its debt portfolio and lock
in benchmark interest rates in anticipation of fatfinancing, when appropriate. Risk limits untter risk management program are designed
to balance risk exposure to volatility in interespense and changes in the fair value of PPL'sp#lfolio due to changes in the absolute
level of interest rates.

At June 30, 2012, PPL's potential annual exposunecreased interest expense, based on a 10% secireaterest rates, was not significant.

PPL is also exposed to changes in the fair valuts @omestic and international debt portfoliof?LRestimated that a 10% decrease in interest
rates at June 30, 2012 would increase the fairevafiits debt portfolio by $601 million.

At June 30, 2012, PPL had the following interest reedges outstanding:

Effect of a
Fair Value, 10% Adverse
Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates (b)
Cash flow hedge
Interest rate swaps ( $ 300 $ (a5) $ (6)
Crost-currency swaps (¢ 1,262 68 (177,
Fair value hedge
Interest rate swaps ( 99 1
Economic hedge
Interest rate swaps ( 179 (62) 3)

(@) Includes accrued interest, if applicak

(b) Effects of adverse movements decrease assetsreagecliabilities, as applicable, which could resuln asset becoming a liabili

(c) PPL utilizes various risk management instrumentgtluce its exposure to the expected future cash\hariability of its debt instruments. These sskclude exposure to
adverse interest rate movements for outstandinigharrate debt and for future anticipated finagciWhile PPL is exposed to changes in the fainealf these
instruments, any changes in the fair value of siash flow hedges are recorded in equity. The abangfair value of these instruments are therassified into earnings
in the same period during which the item being leedaffects earnings. Sensitivities represent a 4% rse movement in interest rates. The positotstanding at
June 30, 2012 mature through 20

(d) PPL WEM, through PPL, and PPL WW use cross-curram@ps to hedge the interest payments and prinefghkir U.S. dollar-denominated senior notes. il&/RPL is
exposed to changes in the fair value of theseunsnts, any change in the fair value of theseunstnts is recorded in equity and reclassified @gmings in the same
period during which the item being hedged affeatsiggs. Sensitivities represent a 10% adverseememnt in both interest rates and foreign currexchange rates. The
positions outstanding at June 30, 2012 mature gir@028.

(e) PPL utilizes various risk management instrumengdjast the mix of fixed and floating interest sbe its debt portfolio. The change in fair vabfehese instruments, as
well as the offsetting change in the value of tedded exposure of the debt, is reflected in eamir8gnsitivities represent a 10% adverse moveinénterest rates. In
July 2012, these contracts were canceled withondlies by the counterpartie

(f)  PPL utilizes various risk management instrumentgtluce its exposure to the expected future cash\hariability of its debt instruments. Thesesks include exposure to
adverse interest rate movements for outstandinigharrate debt and for future anticipated finagciWhile PPL is exposed to changes in the fainealf these
instruments, any realized changes in the fair vafuich economic hedges are recoverable throughated rates and any subsequent changes in fag vathese
derivatives are included in regulatory assetsabilities. Sensitivities represent a 10% adversgement in interest rates. The positions outstapdt June 30, 2012
mature through 203:

Foreign Currency Risk

PPL is exposed to foreign currency risk, primattilyough investments in U.K. affiliates. In additjd®PL's domestic operations may make
purchases of equipment in currencies other than daiars.

PPL has adopted a foreign currency risk managepregtam designed to hedge certain foreign currexgpsures, including firm

commitments, recognized assets or liabilities,ciaited transactions and net investments. IniadgiPPL enters into financial instrument:
protect against foreign currency translation rikxpected earnings.
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At June 30, 2012, PPL had the following foreignrency hedges outstanding:

Effect of a
10%

Adverse
Movement

in Foreign

Fair Value, Currency
Exposure Net - Asset Exchange
Hedged (Liability) Rates (a)

Net investment hedges ( £ 9% $ 3 3 (15)
Economic hedges (i 1,022 12 (153;

(a) Effects of adverse movements decrease assetsreagecliabilities, as applicable, which could resuln asset becoming a liabili

(b) To protect the value of a portion of its net invesht in WPD, PPL executes forward contracts toGBIP. The positions outstanding at June 30, 204®ire through
2013. Excludes the amount of an intercompany tassified as a net investment hedge. See Note the Financial Statements for additional inforiorat

(c) To economically hedge the translation of expeatedine denominated in GBP to U.S. dollars, PPL erit¢éo a combination of average rate forwards arelage rate
options to sell GBP. The positions outstandinguete 30, 2012 mature through 20

NDT Funds - Securities Price Risk

In connection with certain NRC requirements, PPEdaiehanna maintains trust funds to fund certaitsafsdecommissioning the PPL
Susquehanna nuclear plant (Susquehanna). At 2932, these funds were invested primarily in dstic equity securities and fixed-rate,
fixed-income securities and are reflected at falug on the Balance Sheet. The mix of securitie®esigned to provide returns sufficient to
fund Susquehanna's decommissioning and to compefwsanflationary increases in decommissioningtsodiowever, the equity securities
included in the trusts are exposed to price flubdman equity markets, and the values of fixederditxed-income securities are primarily
exposed to changes in interest rates. PPL actimelyitors the investment performance and perioljicaliews asset allocation in accorda
with its NDT policy statement. At June 30, 2012yaothetical 10% increase in interest rates ah@% decrease in equity prices would have
resulted in an estimated $47 million reductionhe fair value of the trust assets. See Notes @3 @rio the Financial Statements for
additional information regarding the NDT funds.

Credit Risk

See Notes 13 and 14 to the Financial Statemeittgsif-orm 10-Q and "Risk Management - Energy Manke& Trading and Other - Credit
Risk" in PPL's 2011 Form 10-K for additional infcaition.

Foreign Currency Translation

The value of the British pound sterling fluctuaiteselation to the U.S. dollar. Changes in theszhange rates resulted in a foreign currency
translation loss of $104 million for the six montirsded June 30, 2012, which primarily reflected @6bmillion reduction to PP&E offset by
reduction of $92 million to net liabilities. Chaggyin these exchange rates resulted in a foreigerwy translation gain of $162 million for
the six months ended June 30, 2011, which primeeilected a $336 million increase to PP&E offsgb increase of $174 million to net
liabilities. The impact of foreign currency traatsbn is recorded in AOCI.

Related Party Transactions

PPL is not aware of any material ownership interestoperating responsibility by senior managemémPL, PPL Energy Supply, PPL
Electric, LKE, LG&E or KU in outside partnershipacluding leasing transactions with variable inggrentities or other entities doing
business with PPL. See Note 11 to the FinancetkBtents for additional information on related p#r@nsactions.

Acquisitions, Development and Divestitures

See Note 8 to the Financial Statements for infoionadn the April 2012 Ironwood Acquisition and LG&Eand KU's June 2012 termination
of the asset purchase agreement for the Bluegress C

See Note 10 to the Financial Statements in PP114 Form 10-K and Note 8 to the Financial Statemgmtsformation on PPL's April 2011
acquisition of WPD Midlands.
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Development projects are continuously reexaminegth@n market conditions and other factors to deter whether to proceed with the
projects, sell, cancel or expand them, executatpigreements or pursue other options. See NutéH® Financial Statements for additional
information on the more significant activities.

Environmental Matters

Extensive federal, state and local environmentas$ land regulations are applicable to PPL's air goms, water discharges and the
management of hazardous and solid waste, amongantes; and the cost of compliance or allegedawonpliance cannot be predicted with
certainty but could be material. In addition, sastay increase significantly if the requirementsaspe of environmental laws or regulations,
or similar rules, are expanded or changed by tleeaat regulatory agencies. Costs may take tha fifrincreased capital or operating and
maintenance expenses; monetary fines, penaltiether restrictions. Many of these environmental t@nsiderations are also applicable to
the operations of key suppliers, or customers, ssotoal producers and industrial power userspadimpact the cost of their products or
their demand for PPL's services. See Note 10ad-thancial Statements in this Form 10-Q and "llefBusiness Environmental Matters" i
PPL's 2011 Form 10-K for a discussion of environtakematters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements discussion of new accounting guidance adopteganding adoption.

Application of Critical Accounting Policies

Financial condition and results of operations arpdacted by the methods, assumptions and estimsgelsimithe application of critical
accounting policies. The following accounting p@s are particularly important to the financiahdiion or results of operations, and reqt
estimates or other judgments of matters inheramtbertain: price risk management, defined benefiiset impairment, loss accruals, AROs,
income taxes, regulatory assets and liabilitiestarginess combinations - purchase price allocatiee "ltem 7. Management's Discussion
and Analysis of Financial Condition and Result©gpkrations” in PPL's 2011 Form 10-K for a discussibeach critical accounting policy.
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PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

Item 2. Management's Discussion and Analysis of incial Condition and Results of Operations

The following should be read in conjunction withLPEnergy Supply's Condensed Consolidated Finastatements and the accompanying
Notes and with PPL Energy Supply's 2011 Fori-K. Capitalized terms and abbreviations are defiinethe glossary. Dollars are in
millions, unless otherwise noted.

"Management's Discussion and Analysis of FinanCaidition and Results of Operations" includes tiloiving information:

« "Overview" provides a description of PPL Energy Slypand its business strategy, a summary of Nebrime Attributable to PF
Energy Supply and a discussion of certain evetdsetto PPL Energy Supply's results of operatant financial conditior

» "Results of Operations" provides a summary of PREergy Supply's earnings and a description of factxpected to impact futt
earnings. This section ends with explanationsgsfiicant changes in principal items on PPL EneSgpply's Statements of Incor
comparing the three and six months ended June03@, ®ith the same periods in 20:

« "Financial Condition Liquidity and Capital Resources" provides an arialpd PPL Energy Supply's liquidity position andedi
profile. This section also includes a discussibrating agency action:

« "Financial Condition Risk Management" provides an explanation of PPLr&n&upply's risk management programs relatir
market and credit risl

Overview
Introduction

PPL Energy Supply is an energy company with headepsain Allentown, Pennsylvania. Through its sdiasies, PPL Energy Supply is
primarily engaged in the generation and marketinglectricity in two key markets - the northeastand northwestern U.S.

Business Strategy

PPL Energy Supply's overall strategy is to achiigeiplined optimization of energy supply marginisile mitigating volatility in both cash
flows and earnings. More specifically, PPL Ene8ypply's strategy is to optimize the value fronciipetitive generation and marketing
portfolio. PPL Energy Supply endeavors to do Hyisnatching energy supply with load, or customenaded, under contracts of varying
durations with creditworthy counterparties to captprofits while effectively managing exposure tergy and fuel price volatility,
counterparty credit risk and operational risk.

To manage financing costs and access to creditatsri key objective of PPL Energy Supply's busiie$o maintain a strong credit

profile. PPL Energy Supply continually focusesnoaintaining an appropriate capital structure aquidlity position. In addition, PPL Ener
Supply has financial and operational risk managemegrams that, among other things, are desigmedohitor and manage its exposure to
earnings and cash flow volatility related to chaniyeenergy and fuel prices, interest rates, capatéy credit quality and the operating
performance of its generating units.

Financial and Operational Developments

Net Income Attributable to PPL Energy Sup

Net Income Attributable to PPL Energy Supply foe three and six months ended June 30, 2012 wasifiiéh and $328 million compare
to $89 million and $303 million for the same pesad 2011 representing a 79% decrease and an 8#as&over the same periods in 2011.

See "Results of Operations" for details of speitémhs and analysis of the consolidated resultgefations.
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Economic and Market Conditions

Unregulated gross energy margins associated withBPiergy Supply's competitive generation and mamgdbusiness are impacted by
changes in market prices and demand for electrégity natural gas, power plant availability, compmtiin the markets for retail customers,
fuel costs and availability, fuel transportatiorstsoand other costs. Current depressed wholesaleetprices for electricity and natural gas
have resulted from general weak economic conditgmtksother factors, including the impact of expahdemestic shale gas development.
a result of these factors, PPL Energy Supply hasmenced a shift in the dispatching of its contpatigeneration from coal-fired to
combined-cycle gas-fired generation as illustrétetthe following table:

Average Utilization Factors (a)

2009- 2011 YTD 2012
Pennsylvania coal plan 90% 63%
Montana coal plant 83% 50%
Combinet-cycle gas plant 64% 96%

(a) All periods reflect the six months ending June

This reduction in coal-fired generation output hesulted in a surplus of coal inventory at certiPPL Energy Supply's Pennsylvania coal
plants. To mitigate the risk of exceeding avadatbal storage, PPL Energy Supply incurred prestexges of $12 million during the six
months ended June 30, 2012 to reduce its 2012ameatt coal deliveries. Because coal purchasesatayexceed expected fuel needs for
2013, PPL Energy Supply continues to manage itsiseentory to mitigate the financial impact andypltal implications of an oversupply,
including, but not limited to, contract modificati®to reduce 2013 coal deliveries.

In addition, current economic and commodity madaiditions indicated a lower value of unhedgedriuenergy margins (primarily in 2014
and forward years) compared to the hedged energginsan 2012. As has been PPL Energy Supply'stigein periods of changing
business conditions, PPL Energy Supply continugewiw its future business and operational plantdiiding capital and operation and
maintenance expenditures, as well as its hedgratesiies.

PPL Energy Supply's businesses are also subjesténsive federal, state and local environmentes Jaules and regulations. PPL Energy
Supply's competitive generation assets are weltipned to meet these requirements. See Note ffet&inancial Statements in PPL Energy
Supply's Form 2011 10-K for additional information these requirements.

In light of these economic and market conditiorsswell as current and projected environmental @guy requirements, PPL Energy Supply
considered whether certain of its generating asgets impaired, and determined that no impairmbatges were required at June 30,
2012. PPL Energy Supply is unable to predict wiethture environmental requirements or market d¢@ars will result in impairment
charges or retirements.

PPL Energy Supply and its subsidiaries may alsionpacted in future periods by the uncertainty i Worldwide financial and credit mark
partially caused by the European sovereign debiscrin addition, PPL Energy Supply may be impadtg reductions in the credit ratings of
financial institutions and evolving regulationstlre financial sector. Collectively, these factoosild reduce availability or restrict PPL
Energy Supply and its subsidiaries' ability to ntaiim sufficient levels of liquidity, reduce capitalarket activities, change collateral posting
requirements and increase the associated cosBlt&Rergy Supply and its subsidiaries.

PPL Energy Supply cannot predict the future implaat these economic and market conditions and aémyl requirements may have on its
financial condition or results of operations.

Ironwood Acquisition

In April 2012, an indirect, wholly owned subsidiaof/PPL Energy Supply completed the acquisitiothefequity interests in the owner and

operator of the Ironwood Facility. The Ironwoodcchity began operation in 2001 and, since 2008, ERergyPlus has supplied natural gas
for the operation of the Ironwood Facility and rieed the facility's full electricity output and cagity value pursuant to a tolling agreement
that expires in 2021. The acquisition provides EREergy Supply, through its subsidiaries, operati@ontrol of additional combined-cycle

gas generation in PJM. See Note 8 to the Finaft&bments for additional information.
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Bankruptcy of SMGT

In October 2011, SMGT, a Montana cooperative arrdiaser of electricity under a long-term supplytecact with PPL EnergyPlus expiring
in June 2019 (SMGT Contract), filed for protectiomder Chapter 11 of the U.S. Bankruptcy Code irlit® Bankruptcy Court for the
District of Montana. At the time of the bankrupfiling, SMGT was PPL EnergyPlus' largest unsecwredlit exposure.

The SMGT Contract provided for fixed volume puradmen a monthly basis at established prices. Bot$a a court order and subsequent
stipulations entered into between the SMGT banksuptistee and PPL EnergyPlus, since the date &hiapter 11 filing through January
2012, SMGT continued to purchase electricity froRLFEnergyPlus at the price specified in the SMGhi€art, and made timely payments
for such purchases, but at lower volumes than escpbed in the SMGT Contract. In January 2012 tithstee notified PPL EnergyPlus that
SMGT would not purchase electricity under the SMGantract for the month of February. In March 20th2, U.S. Bankruptcy Court for the
District of Montana issued an order approving #mguest of the SMGT bankruptcy trustee and PPL Bfdug to terminate the SMGT
Contract. As a result, the SMGT Contract was teatdd effective April 1, 2012, allowing PPL Energygto resell the electricity previously
contracted to SMGT under the SMGT Contract to othestomers.

PPL EnergyPlus' receivable under the SMGT Contrmdated approximately $22 million at June 30, 204Bich has been fully reserved. No
assurance can be given as to the collectabilithefeceivable.

In July 2012, PPL EnergyPlus filed its proof ofiglan the SMGT bankruptcy proceeding. The totalral is approximately $375 million,
predominantly an unsecured claim representing #hgevfor energy sales that will not occur as altesdithe termination of the SMGT
Contract.

PPL Energy Supply cannot predict any amounts tlratly recover in connection with the SMGT bankrypicthe prices and other terms on
which it will be able to market to third partieethower that SMGT will not purchase from PPL En&igg due to the termination of the
SMGT Contract.

Results of Operations

The following discussion provides a summary of FPlergy Supply's earnings and a description of fadtwat are expected to impact future
earnings. This section ends with "Statement oftme Analysis," which includes explanations of diigaint changes in principal items on F
Energy Supply's Statements of Income, comparinghttez and six months ended June 30, 2012 witeahee periods in 2011.

The results for interim periods can be dispropogtely influenced by numerous factors and developsnand by seasonal variations. As
such, the results of operations for interim periddsiot necessarily indicate results or trenddHeryear or future periods.

Earnings
Net Income Attributable to PPL Energy Supply foe geriods ended June 30 w

Three Months Six Months
2012 2011 2012 2011

Net Income Attributable to PPL Energy Sup $ 19 $ 89 $ 328 $ 303

The changes in the components of Net Income Attiitle to PPL Energy Supply between these periods dige to the following factors,
which reflect reclassifications for items includedunregulated gross energy margins and certaimsitthat management considers
special. See additional detail of these speaatstin the tables below.

Three Months Six Months

Unregulated gross energy marg $ (87)
Other operation and maintenar $ (20) (16)
Depreciatior 9) (14)
Other Income (Expens- net Q) (20)
Interest Expens 7 16
Other 2) 3)
Income Taxe: 6 65
Discontinued operations, af-tax 3
Special items, aft-tax (61) 71
Total $ (70) $ 25
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« See "Statement of Income Analysis - Unregulateds&Energy Margins - Changes in NGAAP Financial Measures" for an explanat
of Unregulated Gross Energy Margil

« Higher other operation and maintenance expensthéatree-month period primarily due to $11 milliwihhigher costs at PPL
Susquehanna, including refueling outage costs olaglated costs and timing of projects, and $#iom from higher system-related
costs and timing of projects, partially offset B/iillion of trademark royalties with an affiliabe 2011 for which the agreement was
terminated December 31, 20:

Higher other operation and maintenance expensihéosix-month period primarily due to $17 milliohtegher costs at PPL
Susquehanna, including refueling outage costsgllaylated costs and timing of projects, and $Idion from higher system-related
costs and timing of projects, partially offset dy7$million of trademark royalties with an affiliate 2011 for which the agreement was
terminated December 31, 20:

« Higher depreciation expense for the three and sirtmperiods due to the impact of PP&E additions.

« Lower other income (expense) - net for the six-rhgreriod primarily due to lower earnings on se@sitn the NDT funds.

« Lower interest expense for the three andmsoath period, reflecting a $5 million and $10 naifliimpact of lower interest rates, as a re
of the redemption of 7.00% Senior Unsecured Natekily 2011

« Lower income taxes for the six-month period prifyadiue to lower pre-tax income, which reduced inedaxes by $48 million. The six-

month period was also lower due to an $11 milliefedred tax benefit from a state tax rate adjustmegorded in 2012 and $6 million of
Pennsylvania net operating loss valuation allowatjastments recorded in 2011, driven primarilythsy impact of bonus depreciatic

The following after-tax amounts, which managemeamtsiders special items, also impacted the resutisglthe periods ended June 30.

Income Statemer Three Months Six Months
Line Item 2012 2011 2012 2011

Special items gains (losses), net of tax (expelpepgfit:
Adjusted energ-related economic activity, net, net of tax of $83, ($79), ($10 (a) $ 32 % ®3) $ 118 $ 14
Impairments

Emission allowances, net of tax of $0, $0, $0 Other O&M Q)

Renewable energy credits, net of tax of $0, $0$R( Other O&M 2)

Adjustments- nuclear decommissioning trust investments, néwobf ($1), $0, ($2), ($1 Other Incom-net 1 1
LKE acquisitior-related adjustment

Sale of certain nc-core generation facilities, net of tax of $0, $, $0 Disc. Operation ) 3)
Other:

Montana hydroelectric litigation, net of tax of 0, $0, $1 Interest Expens ) )

Litigation settlemen- spent nuclear fuel storage, net of tax of $0, J$8Q, ($21) (b’ Fuel 29 29

Counterparty bankruptcy, net of tax of $0, $0, #%(c) Other O&M (6)

Wholesale supply cost reimbursement, net of te00f$0, $0, $( (d) 1 1

Ash basin leak remediation adjustment, net of f$0p $0, ($1), $( Other O&M 1

Coal contract modification payments, net of ta$6f $0, $5, $0 (e Fuel (@) (@)
Total $ (38 $ 23 $ 108 $ 37

[€) See "Reconciliation of Economic Activity" belo

(b) In May 2011, PPL Susquehanna entered into a settieagreement with the U.S. Government relatingRa Susquehanna's lawsuit, seeking damages for the
Department of Energy's failure to accept spentearduel from the PPL Susquehanna plant. PPL ®ismquna recorded credits to fuel expense to recegatvery,
under the settlement agreement, of certain costtote spent nuclear fuel at the Susquehanna planis. special item represents amounts record@@11 to cover the
costs incurred from 1998 through September 2

(c) In October 2011, a wholesale customer, SMGT, fi@ankruptcy protection under Chapter 11 of th8.UBankruptcy code. In 2012, PPL EnergyPlus etian
additional allowance for unpaid amounts under tmgiterm power contract. In March 2012, the U.&Buptcy Court for the District of Montana apprdube request
to terminate the contract, effective April 1, 20

(d) Recorded in "Wholesale energy markel- Realized" on the Statement of Incor

(e) As a result of lower electricity and natural gasgs, coal unit runtimes have decreased. Contnaclification payments were incurred to reducecihrracted coal
guantities scheduled for delivel
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Reconciliation of Economic Activity

The following table reconciles unrealized pre-taing (losses) for the periods ended June 30, frentatble within "Commaodity Price Risk
(Non-trading) - Economic Activity" in Note 14 togh-inancial Statements to the special item idexttifis "Adjusted energy-related economic
activity, net."

Three Months Six Months
2012 2011 2012 2011
Operating Revenue
Unregulated retail electric and g $ 12, $ 13 2) $ 5
Wholesale energy marketit (458 (44) 394 13
Operating Expense
Fuel (16) (1) (14) 12
Energy Purchase 442 109 (149, 127
Energy-related economic activity (i (44, 55 229 157
Option premiums (b 1 6 1 11
Adjusted energ-related economic activit (43, 61 230 168
Less: Economic activity realized, associated wi#hmonetization ¢
certain ful-requirement sales contracts in 2( 12 66 33 144
Adjusted energ-related economic activity, net, |-tax $ G5 $ ©) s 197 $ 24
Adjusted energ-related economic activity, net, al-tax $ B2 3 3 3 118 $ 14

(@) See Note 14 to the Financial Statements for additimformation.
(b) Adjustment for the net deferral and amortizatiompfion premiums over the delivery period of thenitthat was hedged or upon realization. Optiomprs are recorded
in "Wholesale energy marketi- Realized" and "Energy purchas Realized" on the Statements of Incol

Outlook

Excluding special items, PPL Energy Supply projémtger earnings in 2012 compared with 2011, pritgatiiven by lower energy margins
as a result of lower energy and capacity pricaghdri fuel costs, higher operation and maintenarperee, and higher depreciation. See
"Overview" for a discussion on economic and madcetditions.

Earnings in 2012 are subject to various risks arzkrtainties. See "Forward-Looking Informatiomg trest of this Item 2 and Note 10 to the
Financial Statements in this Form 10-Q and "lterBusiness" and "ltem 1A. Risk Factors" in PPL EgeBgpply's 2011 Form 10-K for a
discussion of the risks, uncertainties and fadfoas may impact future earnings.

Statement of Income Analysis --

Unregulated Gross Energy Margins

Non-GAAP Financial Measure

The following discussion includes financial infortiea prepared in accordance with GAAP, as well asiaGAAP financial measure,
"Unregulated Gross Energy Margins." "Unregulatedss Energy Margins" is a single financial perfonceameasure of PPL Energy
Supply's competitive energy non-trading and tradiativities. In calculating this measure, PPL Eye8upply's energy revenues, which
include operating revenues associated with ceRRin Energy Supply businesses that are classifielisaentinued operations, are offset by
the cost of fuel, energy purchases, certain otperaiion and maintenance expenses, primarily angitharges, gross receipts tax, which is
recorded in "Taxes, other than income," and opsgatikpenses associated with certain PPL Energylysbppinesses that are classified as
discontinued operations. This performance measurdevant to PPL Energy Supply due to the vatgtih the individual revenue and
expense lines on the Statements of Income that isenflUnregulated Gross Energy Margins." This tilify sStems from a number of facto
including the required netting of certain transawasi with ISOs and significant swings in unrealigaths and losses. Such factors could result
in gains or losses being recorded in either "Wradéeenergy marketing” or "Energy purchases" orSttaéements of Income. This
performance measure includes PLR revenues fronggsates to PPL Electric by PPL EnergyPlus, whighracorded in "Wholesale energy
marketing to affiliate" revenue. PPL Energy Supgtgludes from "Unregulated Gross Energy Margim&rgy-related economic activity,
which includes the changes in fair value of pos#iosed to economically hedge a portion of the @zinvalue of PPL Energy Supply's
competitive generation assets, full-requiremergsabntracts and retail activities. This econovaice is subject to changes in fair value due
to market price volatility of the input and outmpammodities (e.g., fuel and power) prior to thei\adely period that was hedged. Also
included in this energy-related economic activityhie ineffective portion of qualifying cash flowdges, the monetization of certain full-
requirement sales contracts and premium amortizatssociated with options. This economic actiiatgeferred, with the exception of the
full-requirement sales contracts that were mondtiaad included in
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"Unregulated Gross Energy Margins" over the deliyegriod that was hedged or upon realization. Tiegsure is not intended to replace
"Operating Income," which is determined in accomawith GAAP, as an indicator of overall operatpggformance. Other companies may
use different measures to analyze and to repati@nesults of their operations. PPL Energy Suppheves that "Unregulated Gross Energy
Margins" provides another criterion to make investindecisions. This performance measure is usemyrijunction with other information,
internally by senior management and PPL's Boaldi@fctors to manage PPL Energy Supply's operati@maslyze actual results compared
with budget and measure certain corporate finamggals used in determining variable compensation.

Reconciliation of NoriGAAP Financial Measures

The following table reconciles "Operating Income™Unregulated Gross Energy Margins" as define®By. Energy Supply for the periods
ended June 30.

2012 Three Months 2011 Three Months
Unregulated Unregulated
Gross Energy Operating Gross Energy Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues
Wholesale energy marketit
Realizec $ 1,075 $ 8 (c) $ 1,083 $ 716 $ 16 (c) $ 732
Unrealized economic activil (458 (d) (458 (44) (d) (44)
Wholesale energy marketir
to affiliate 17 17 4 4
Unregulated retail electric and ¢ 192 (12) 180 180 1 181
Net energy trading margit 10 10 10 10
Energy-related businesst 112 112 114 114
Total Operating Revenut 1,294 (350, 944 910 87 997
Operating Expenses
Fuel 170 26 (e) 196 250 (42) (e) 208
Energy purchase
Realizec 617 18 (c) 635 150 76 (c) 226
Unrealized economic activit (442 (d) (442 (109; (d) (109
Energy purchases from affilia 1 1
Other operation and maintenar 7 287 294 9 279 288
Depreciatior 69 69 60 60
Taxes, other than incon 7 10 17 7 9 16
Energy-related businesst 109 109 112 112
Total Operating Expenses 801 77 878 417 385 802
Total $ 493 $ (427 $ 66 $ 493 $ (298 $ 195
2012 Six Months 2011 Six Months
Unregulated Unregulated
Gross Energy Operating Gross Energy Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues
Wholesale energy marketit
Realized $ 2279 $ 12 (c) $ 2291 $ 1,738 $ 32 ) $ 1,770
Unrealized economic activit 394 (d) 394 13 (d) 13
Wholesale energy marketit
to affiliate 38 38 10 10
Unregulated retail electric and ¢ 406 2) 404 323 5 328
Net energy trading margit 18 18 21 21
Energy-related businesst 208 208 224 224
Total Operating Revenu: 2,741 612 3,353 2,092 274 2,366
Operating Expenses
Fuel 385 22 (e) 407 534 (66) (e) 468
Energy purchase
Realized 1,251 43 (c) 1,294 377 163 (c) 540
Unrealized economic activit 149 (d) 149 (127 (d) (127,
Energy purchases from affilia 1 1 2 2
Other operation and maintenar 11 538 549 13 520 533
Depreciatior 133 133 119 119
Taxes, other than incon 16 19 35 14 18 32
Energy-related businesst 201 201 220 220
Total Operating Expens: 1,664 1,105 2,769 940 847 1,787
Discontinued Operatior 12 (12) ()
Total $ 1,077 $ (493 $ 584 $ 1,164 $ (585 $ 579
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(@) Represents amounts excluded from Marc

(b) As reported on the Statements of Inco

(c) Represents energy-related economic activity asritbestin "Commaodity Price Risk (Non-trading) - Econic Activity" within Note 14 to the Financial Seahents. For the
three and six months ended June 30, 2012, "Whelesargy marketing - Realized" and "Energy purchagealized" include net pre-tax losses of $12ioniland $33
related to the monetization of certain full-requient sales contracts and net pre-tax gains of $ibmand $1 million related to the amortizationaytion premiums. The
three and six months ended June 30, 2011 includeredax losses of $66 million and $144 milliofated to the monetization of certain full-requirethsales contracts
and net pr-tax gains of $6 million and $11 million relatedtte amortization of option premiurr

(d) Represents energy-related economic activity, whicubject to fluctuations in value due to mark@étevolatility, as described in "Commodity PricssR(Non-trading) -
Economic Activity" within Note 14 to the Financigtatements

(e) Includes economic activity related to fuel as dibszt in "Commodity Price Risk (Non-trading) - Ecomia Activity" within Note 14 to the Financial Statents. The three
and six months ended June 30, 2012, includes tagriess of $12 million related to coal contractdification payments. The three and six months drlime 30, 2011
includes a pr-tax credit of $50 million for the spent nuclearlfliggation settlement

(f) Represents the net of certain revenues and expassesiated with certain businesses that are fitabsis discontinued operations. These revenug&gmenses are not
reflected in "Operating Income" on the Statemefiscome.

Changes in NoiGAAP Financial Measures

Unregulated Gross Energy Margins are generateddhr®PL Energy Supply's competitive non-trading @ading activities. PPL Energy
Supply's nortrading energy business is managed on a geogrhphis that is aligned with its generation fleehe Tollowing table shows PF
Energy Supply's non-GAAP financial measure, Unratd Gross Energy Margins, for the periods endad 30, as well as the change
between periods. The factors that gave rise tchl@ges are described below the table.

Three Months Six Months
2012 2011 Change 2012 2011 Change

Non-trading

Eastern U.S $ 407 $ 395 $ 12 % 896 $ 972 $ (76)

Western U.S 76 88 12) 163 171 (8)
Net energy tradini 10 10 18 21 (3)
Total $ 493 $ 493 $ $ 1,077 $ 1,164 $ (87)
Eastern U.S

The changes in n-trading margins for the periods ended June 30, 20b#ared with 2011 were due

Three Months Six Months

Baseload energy and capacity prices $ (k1) $ (237,
Intermediate and peaking energy and capacit (5) (26)
Full-requirement sales contras 9) (14)
Impact of noi-core generation facilities sold in the first quadé€2011 (12)
Ironwood Acquisition which eliminates tolling expen(c) 13 13
Net coal and hydroelectric unit availability ( 9 19
Nuclear generation volume ( 57 82
Other (2) 1)

$ 12 $ (76)

(@) Energy prices and capacity prices were lower i lpatriods of 2012

(b) Capacity prices were lower in both periods of 2(

(c) See Note 8 to the Financial Statements for additiorformation.

(d) Coal unit availability was higher in both period®wing the capture of additional margir

(e) For the three and six month periods, volumes wegkdn due to a shorter outage period for bladedogpns and an uprate in the third quarter of 208dr. the six month
period, volumes were also higher due to an unpldumoage in March 201,

Western U.S

Non-trading margins for the three and six months enlilew 30, 2012, compared with the same period8id vere lower primarily due to
$14 million related to the bankruptcy of SMGT.
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Other Operation and Maintenance

The increase (decrease) in other operation andtemgince expense for the periods ended June 30,c20dRared with 2011 was due

Three Months Six Months
Susquehanna nuclear plant costs $ 11 $ 17
Uncollectible accounts (t 11
Costs at Western fossil and hydroelectric pl: ?3) 5)
Trademark royalties (¢ (8) a7
Corporate service costs ( 7 14
Other (1 (4)
Total $ 6 $ 16

()
(b)

(©)
(d)

Primarily due to refueling outage costs, pa-related costs and timing of projec
increase to a reserve on unpaid amot

In 2011, PPL Energy Supply was charged trademarélties by an affiliate. The agreement was terteiddecember 31, 201
Primarily due to syster-related costs and timing of projec

Depreciation

The increase (decrease) in depreciation expengbdqreriods ended June 30, 2012 compared with @@%Idue to

In October 2011, SMGT filed for bankruptcy proteatiunder Chapter 11 of the U.S. Bankruptcy Codee ificrease for the six-month period reflects ah ®illion

Three Months Six Months
Additions to PP&E $ 5 8% 10
Ironwood Acquisition 4 4
Total $ 9 $ 14

Other Income (Expense) - net

The $8 million decrease in other income (expense} for the six months ended June 30, 2012 cordpaite 2011 was primarily due to a $6

million decrease in earnings on securities in tiErNunds.
See Note 12 to the Financial Statements for furdie¢siils.

Interest Expense

The increase (decrease) in interest expense fqretieds ended June 30, 2012 compared with 201 duaso:

Three Months Six Months
Interest rates (¢ $ 5) % (10)
Debt balance 2) 5)
Ironwood Acquisition (Note 8 4 4
Other (5) (1)
Total $ (8) $ (18)
(@) Long-term weighted average rates of 5.88% at June 3(® 26mpared with 6.24% at June 30, 2(
Income Taxes
The increase (decrease) in income taxes for thiegseended June 30, 2012 compared with 2011 wagod

Three Months Six Months
Higher (lower) pr-tax book incom $ (50) $ 2
State valuation allowance adjustments (6)
State deferred tax rate change (b) (11)
Total $ (50) $ (15)
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(@) In February 2011, the Pennsylvania Department @ERee issued interpretive guidance on the treatwieimbnus depreciation for Pennsylvania incomeptasposes. In
accordance with Corporation Tax Bulletin 2011-0&ni®sylvania allows 100% bonus depreciation forifpiag assets in the same year bonus depreciagiatiowed for
Federal tax purposes. Due to the decrease ingbegj¢éaxable income related to bonus depreciaR®&h, Energy Supply recorded state deferred incomexpense during
the six months ended June 30, 2011 related to tiafuallowances

(b) During the six months ended June 30, 2012, PPLdgm®upply recorded an adjustment related to stefierced tax liabilities

See Note 5 to the Financial Statements for additiorformation on income taxes.

Financial Condition

Liquidity and Capital Resources

PPL Energy Supply had the following

June 30, 2012 December 31, 2011
Cash and cash equivalel $ 446 $ 379
Shor-term debi $ 520 $ 400

The $67 million increase in PPL Energy Supply'shcasd cash equivalents position was primarily thierasult of:

. contributions from Member of $472 million;

« net cash provided by operating activities of $30fan;

- anetdecrease in note receivable from affiliaté &8 million;
« anetincrease in short-term debt of $120 million;

« distributions to Member of $657 million;

« capital expenditures of $316 million; and

» the Ironwood Acquisition for $84 million, net ofslaacquired.

PPL Energy Supply's cash provided by operatingities increased by $120 million for the six monémled June 30, 2012, compared with
2011. This was primarily due to a $68 million dease in defined benefit plan funding and a $104aniincrease in cash from components
of working capital (primarily due to changes in nterparty collateral, partially offset by changesccounts receivable, unbilled revenue and
accrued taxes).

Credit Facilities

PPL Energy Supply maintains credit facilities toyide liquidity and to backstop commercial papsuances. At June 30, 2012, PPL Energy
Supply's total committed borrowing capacity undercredit facilities and the use of this borrowaapacity were:

Letters of
Credit Issued
and

Committed Commercial Unused

Capacity Borrowed Paper Backstop Capacity
Syndicated Credit Facilit $ 3,000 $ 662 $ 2,338
Letter of Credit Facility 200 n/a 128 72
Total PPL Energy Supply Credit Facilities $ 3,200 $ 790 3 2,410

(@) The commitments under PPL Energy Supply's credilifias are provided by a diverse bank group, withone bank and its affiliates providing an aggteggommitment
of more than 11% of the total committed capac

See Note 7 to the Financial Statements for furdiszussion of PPL Energy Supply's credit facilities

Commercial Paper

In April 2012, PPL Energy Supply increased the cépaf its commercial paper program from $500 millto $750 million to provide an
additional financing source to fund its short-tdiguidity needs, if and when necessary. Commepgler issuances are supported by PPL
Energy Supply's Syndicated Credit Facility. Atdd®, 2012, PPL Energy Supply had $520 millionahmercial paper outstanding,
included in "Short-term debt" on the Balance Shaed weighted-average interest rate of approxiytd8%.
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Longterm Debt Securities

In April 2012, an indirect, wholly owned subsidiasfyPPL Energy Supply completed the Ironwood Acifjipis. See Note 8 to the Financial
Statements for information on the transaction &eddebt of PPL Ironwood, LLC assumed through cadatibn as part of the acquisition.

Rating Agency Actions

Moody's, S&P and Fitch periodically review the dtedtings on the debt securities of PPL Energy@upnd its subsidiaries. Based on their
respective independent reviews, the rating agems@smake certain ratings revisions or ratinggmditions.

A credit rating reflects an assessment by thegatgency of the creditworthiness associated witlssuer and particular securities that it
issues. The credit ratings of PPL Energy Supptyitmsubsidiaries are based on information pravioke PPL Energy Supply and other
sources. The ratings of Moody's, S&P and Fitchnatea recommendation to buy, sell or hold any sgées of PPL Energy Supply or its
subsidiaries. Such ratings may be subject to imésor withdrawal by the agencies at any time gtnolild be evaluated independently of €
other and any other rating that may be assignéuetsecurities. A downgrade in PPL Energy Supplyits subsidiaries' credit ratings could
result in higher borrowing costs and reduced actesapital markets.

As a result of the passage of the Ddetdnk Act, PPL Energy Supply is limiting its crediting disclosure to a description of the actitalen
by the rating agencies with respect to PPL Energyp8's ratings, but without stating what ratingsé been assigned to PPL Energy Supply
or its subsidiaries, or their securities. Thermgdiassigned by the rating agencies to PPL Enargpl$and its subsidiaries and their respe:
securities may be found, without charge, on eadhefespective rating agencies' websites, whithgatogether with all other information
contained on such rating agency websites is, heestplicitly not incorporated by reference in théport.

The rating agencies took the following actionsterlao PPL Energy Supply and its subsidiaries.
In January 2012, S&P affirmed its rating and redige outlook for PPL Montana's Pass Through Qedtiés due 2020.

Following the announcement of the then-pending &tipn of AES Ironwood, L.L.C. in February 201Bgtrating agencies took the
following actions:

« In March 2012, Moody's placed AES Ironwood, L.LsGénior secured bonds under review for possililegsaupgrade.
o In April 2012, S&P affirmed the rating of AES Iromed, L.L.C.'s senior secured bonds.
In May 2012, Fitch downgraded its rating and redige outlook for PPL Montana's Pass Through Qedtiés due 202(

Ratings Triggers

PPL Energy Supply has various derivative and natvatve contracts, including contracts for theesahd purchase of electricity and fuel,
commodity transportation and storage, tolling agreets and interest rate instruments, which comaimisions that require PPL Energy
Supply to post additional collateral or permit tmnterparty to terminate the contract, if PPL BgeBupply's credit rating were to fall below
investment grade. See Note 14 to the Financiaé®ients for a discussion of "Credit Risk-Relatedt®ment Features," including a
discussion of the potential additional collatetadttwould have been required for derivative congrata net liability position at June 30,
2012. At June 30, 2012, if PPL Energy Supply'slitnating had been below investment grade, PPLdggn8upply would have been required
to prepay or post an additional $427 million oflat#ral to counterparties for both derivative and-derivative commodity and commodity-
related contracts used in its generation, marketimdjtrading operations and interest rate contracts

For additional information on PPL Energy Suppligaiidity and capital resources, see "ltem 7. Manag@'s Discussion and Analysis of
Financial Condition and Results of Operations,PRL Energy Supply's 2011 Form 10-K.
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Risk Management
Market Risk

See Notes 13 and 14 to the Financial Statementafformation about PPL Energy Supply's risk managnobjectives, valuation techniques
and accounting designations.

The forward-looking information presented below\pdes estimates of what may occur in the futureyasng certain adverse market
conditions and model assumptions. Actual futusalits may differ materially from those present@these disclosures are not precise
indicators of expected future losses, but onlydatbrs of possible losses under normal market tiondiat a given confidence level.

Commodity Price Risk (Non-trading)

PPL Energy Supply segregates its non-trading dietivinto two categories: hedge activity and eooiecactivity. Transactions that are
accounted for as hedge activity qualify for hedgeoanting treatment. The economic activity catggocludes transactions that address a
specific risk, but were not eligible for hedge amating or for which hedge accounting was not ekbct€his activity includes the changes in
fair value of positions used to hedge a portiothefeconomic value of PPL Energy Supply's competiieneration assets, full-requirement
sales contracts and retail contracts. This econawtivity is subject to changes in fair value twenarket price volatility of the input and
output commodities (e.g., fuel and power). Althbbdigey do not receive hedge accounting treatmieeset transactions are considered non-
trading activity. The fair value of economic pamits at June 30, 2012 and December 31, 2011 wasasset/(liability) of $796 million and
$(63) million. The change in fair value is largelyributable to the dedesignation of cash flowdesdthat are now classified as economic
hedges. See Note 14 to the Financial Statementsittitional information.

To hedge the impact of market price volatility dALPEnergy Supply's energy-related assets, liadsliind other contractual arrangements,

PPL Energy Supply both sells and purchases physieigy at the wholesale level under FERC marksedbéariffs throughout the U.S. and
enters into financial exchange-traded and overetheiter contracts. PPL Energy Supply's non-tradorgmodity derivative contracts range
in maturity through 2019.

The following table sets forth the changes in a@t¥alue of PPL Energy Supply's non-trading comityodeerivative contracts for the periods
ended June 30. See Notes 13 and 14 to the Fih&tataments for additional information.

Gains (Losses

Three Months Six Months
2012 2011 2012 2011
Fair value of contracts outstanding at the begigmifithe perioc $ 1,215 $ 998 $ 1,082 $ 958
Contracts realized or otherwise settled duringpieod (261, (83) (540, (135;
Fair value of new contracts entered into duringgbeod (a) 13 32 12 15
Other changes in fair valt (6) (51) 407 58
$ 961 $ 896 $ 961 $ 896

Fair value of contracts outstanding at the endhefpterioc

(@) Represents the fair value of contracts at the émldeoquarter of their inceptio

The following table segregates the net fair valtieam-trading commaodity derivative contracts ated30, 2012, based on the level of
observability of the information used to determihe fair value.

Net Asset (Liability)

Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value
Source of Fair Value
Prices based on significant other observable in $ 703 $ 237 $ 21) $ 8 % 927
Prices based on significant unobservable in 21 9 4 34
Fair value of contracts outstanding at the endhefpterioc $ 724 % 246 $ an s 8 3 961

PPL Energy Supply sells electricity, capacity agldted services and buys fuel on a forward badietiye the value of energy from its
generation assets. If PPL Energy Supply were enabtleliver firm capacity and energy or to acabptdelivery of fuel under its agreemet
under certain circumstances it could be requirgebipliquidating damages. These damages coulédedon the difference between the
market price and the contract price of the comnyodRepending on price changes in the wholesaleggrmearkets, such damages could be
significant. Extreme weather conditions, unplanpeder plant outages, transmission disruptionspadormance by counterparties (or their
own counterparties) with which it
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has energy contracts and other factors could affett Energy Supply's ability to meet its obligatipar cause significant increases in the
market price of replacement energy. Although PREergBy Supply attempts to mitigate these risks gloan be no assurance that it will be
able to fully meet its firm obligations, that ithunot be required to pay damages for failure tdiquen, or that it will not experience
counterparty nonperformance in the future. In @mtion with its bankruptcy proceedings, a significeounterparty, SMGT, had been
purchasing lower volumes of electricity than présa in the contract and effective April 1, 2012 ttontract was terminated. PPL Energy
Supply cannot predict the prices or other termsvbith it will be able to market to third partiesthower that SMGT will not purchase from
PPL EnergyPlus due to the termination of this amitr See Note 10 to the Financial Statementsdditianal information.

Commodity Price Risk (Trading)
PPL Energy Supply's trading commodity derivativatcacts range in maturity through 2017. The follogvtable sets forth changes in the net
fair value of PPL Energy Supply's trading commodigyivative contracts for the periods ended JuneS3e Notes 13 and 14 to the Financial

Statements for additional information.

Gains (Losses

Three Months Six Months
2012 2011 2012 2011
Fair value of contracts outstanding at the begigmifithe perioc $ 2 3 7% 4 % 4
Contracts realized or otherwise settled duringptigod Q) 1 (2) 3
Fair value of new contracts entered into duringgbeod (a) Q) 5 5 8
Other changes in fair valt 17 2 17
$ 17 $ 15 $ 17 $ 15

Fair value of contracts outstanding at the endhefpterioc

(@) Represents the fair value of contracts at the émideoquarter of their inceptio
Unrealized gains of approximately $1 million wik lbeversed over the next three months as the timss are realized.

The following table segregates the net fair valigazing commaodity derivative contracts at JuneBML2, based on the level of observab
of the information used to determine the fair value

Net Asset (Liability)

Maturity Maturity
Less Than Maturity Maturity in Excess Total Fair
1 Year 1-3 Years 4-5 Years of 5 Years Value
Source of Fair Value
Prices based on significant other observable in $ 8 3 8 3 1 $ 17
Fair value of contracts outstanding at the endhefpterioc $ 8 8 8 8 1 $ 17
VaR Models

A VaR model is utilized to measure commaodity prisé in domestic gross energy margins for the rraditg and trading portfolios. VaR is
a statistical model that attempts to estimate #ieesof potential loss over a given holding petiodler normal market conditions at a given
confidence level. VaR is calculated using a Mddéelo simulation technique based on a five-day inglgheriod at a 95% confidence

level. Given the company's conservative hedgimgy@m, the non-trading VaR exposure is expectdxd imited in the shorterm. The VaF
for portfolios using end-of-month results for theripd was as follows.

Trading VaR Non-Trading VaR
Six Months Twelve Months Six Months Twelve Months
Ended Ended Ended Ended
June 30, December 31 June 30, December 31
2012 2011 2012 2011
95% Confidence Level, Fi-Day Holding Perioc
Period Enc $ 5 % 1% 11 $ 6
Average for the Perio 2 3 9 5
High 5 6 11 7
Low 1 1 7 4

The trading portfolio includes all speculative piasis, regardless of the delivery period. All gimsis not considered speculative are
considered non-trading. The non-trading portfaliludes the entire portfolio, including generatiwith delivery periods through the next 12
months. Both the trading and non-trading VaR campons exclude FTRs due to the
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absence of reliable spot and forward markets. fainevalue of the non-trading and trading FTR piosi$ was insignificantat June 30, 2012.
Interest Rate Risk

PPL Energy Supply and its subsidiaries issue defihance their operations, which exposes themterést rate risk. PPL and PPL Energy
Supply utilize various financial derivative instrants to adjust the mix of fixed and floating inreates in PPL Energy Supply's debt
portfolio, adjust the duration of its debt porttbhnd lock in benchmark interest rates in antiaipadf future financing, when

appropriate. Risk limits under the risk managenpeagram are designed to balance risk exposurelatility in interest expense and chan
in the fair value of PPL Energy Supply's debt paitf due to changes in the absolute level of irgerates. PPL Energy Supply had no inte
rate hedges outstanding at June 30, 2012.

At June 30, 2012, PPL Energy Supply's potentialiahaxposure to increased interest expense, basad 0% increase in interest rates, was
not significant.

PPL Energy Supply is also exposed to changes ifathgalue of its debt portfolio. PPL Energy Styppstimated that a 10% decrease in
interest rates at June 30, 2012 would increastathealue of its debt portfolio by $56 million.

NDT Funds - Securities Price Risk

In connection with certain NRC requirements, PPEdaiehanna maintains trust funds to fund certaitsafsdecommissioning the PPL
Susquehanna nuclear plant (Susquehanna). At 29382, these funds were invested primarily in dstic equity securities and fixed-rate,
fixed-income securities and are reflected at falug on the Balance Sheet. The mix of securitie®esigned to provide returns sufficient to
fund Susquehanna's decommissioning and to compefesanhflationary increases in decommissioningtsodiowever, the equity securities
included in the trusts are exposed to price flubdman equity markets, and the values of fixederditxed-income securities are primarily
exposed to changes in interest rates. PPL actimelyitors the investment performance and perioljicaliews asset allocation in accorda
with its NDT policy statement. At June 30, 2012ywaothetical 10% increase in interest rates ab@% decrease in equity prices would have
resulted in an estimated $47 million reductionhe fair value of the trust assets. See Notes @3 @rio the Financial Statements for
additional information regarding the NDT funds.

Credit Risk

See Notes 11, 13 and 14 to the Financial Statenrettiss Form 10-Q and "Risk Management - Energykdting & Trading and Other -
Credit Risk" in PPL Energy Supply's 2011 Form 1@eKadditional information.

Related Party Transactions

PPL Energy Supply is not aware of any material asimip interests or operating responsibility by semianagement of PPL Energy Supply
in outside partnerships, including leasing trarisastwith variable interest entities or other easitdoing business with PPL Energy
Supply. See Note 11 to the Financial Statememtadditional information on related party transaigs.

Acquisitions, Development and Divestitures

Development projects are continuously reexaminegth@n market conditions and other factors to deter whether to proceed with the
projects, sell, cancel or expand them, executatpigreements or pursue other options. See NumtéHe Financial Statements for
information on the more significant activities, luding the April 2012 Ironwood Acquisition.

Environmental Matters

Extensive federal, state and local environmentas land regulations are applicable to PPL Energylyigair emissions, water discharges
and the management of hazardous and solid wastaaaother areas; and the costs of compliance egedl non-compliance cannot be
predicted with certainty but could be material.atfdition, cost may increase significantly if tieguirements or scope of environmental laws
or regulations, or similar rules, are expandedhanged by the relevant regulatory agencies. Quaystake the form of increased capital or
operating and maintenance expenses; monetary fieasjties or other restrictions. Many of theseremmental law considerations are also
applicable to the operations of key suppliers,umtemers, such as coal producers and industriabpagers, and may impact the costs of t
products or their demand for PPL Energy Supply'gises. See Note 10 to the Financial StatemertisisnForm 10-Q and "ltem 1. Business -
Environmental Matters" in PPL Energy Supply's 26btm 10-K for a discussion of environmental matters
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New Accounting Guidance

See Notes 2 and 18 to the Financial Statements dscussion of new accounting guidance adopteganding adoption.

Application of Critical Accounting Policies

Financial condition and results of operations arpdacted by the methods, assumptions and estimsgelsinithe application of critical
accounting policies. The following accounting p@s are particularly important to the financiahdiion or results of operations, and reqt
estimates or other judgments of matters inheramttertain: price risk management, defined benefiiset impairment, loss accruals, AROs
and income taxes. See "ltem 7. Management's Digmuand Analysis of Financial Condition and ResoftOperations" in PPL Energy
Supply's 2011 Form 10-K for a discussion of eadiical accounting policy.
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

Item 2. Management's Discussion and Analysis of iancial Condition and Results of Operations

The following should be read in conjunction withLPBlectric's Condensed Consolidated Financial &tatés and the accompanying Notes
and with PPL Electric's 2011 Form 10-K. Capitatizerms and abbreviations are defined in the gigsdaollars are in millions, unless
otherwise noted.

"Management's Discussion and Analysis of Finarn€@idition and Results of Operations" includes til#ing information:

» "Overview" provides a description of PPL Electrindats business strategy, a summary of Net Incowelable to PPL Corporati
and a discussion of certain events related to ABtifc's results of operations and financial ctindi

« "Results of Operations" provides a summary of PRéctfic's earnings and a description of factorseetgpd to impact futu
earnings. This section ends with explanationsigfiicant changes in principal items on PPL Eletdr Statements of Incon
comparing the three and six months ended June(3@, ®ith the same periods in 20:

» "Financial Condition -Liquidity and Capital Resources" provides an anralysf PPL Electric's liquidity position and cre
profile. This section also includes a discussibrating agency action:

« "Financial Condition Risk Management" provides an explanation of PPIctles risk management programs relating to maake
credit risk.

Overview
Introduction

PPL Electric is an electricity delivery service pider in eastern and central Pennsylvania with headers in Allentown, Pennsylvania. PPL
Electric is subject to regulation as a public titithy the PUC, and certain of its transmissionwatitis are subject to the jurisdiction of FERC
under the Federal Power Act. PPL Electric delivaestricity in its Pennsylvania service area araviges electricity supply to retalil
customers in that area as a PLR under the CustGingce Act.

Business Strategy

PPL Electric's strategy and principal challeng®iswn and operate its electricity delivery bussasthe most efficient cost while
maintaining high quality customer service and telity. PPL Electric anticipates that it will hawggnificant capital expenditure requirements
in the future. In order to manage financing cestd access to credit markets, a key objective Rir Plectric's business is to maintain a
strong credit profile. PPL Electric continuallycfieses on maintaining an appropriate capital stracuad liquidity position.

Timely recovery of costs to maintain and enhaneerdfiability of its delivery system including tiheplacement of aging distribution assets is
required in order to maintain strong cash flows arstirong credit profile. Traditionally, such costovery would be pursued through peric
base rate case proceedings with the PUC. As s8th continue to increase, more frequent rate maseedings may be required or an
alternative rate making process would need to @emented in order to achieve more timely recoveSge "Regulatory Matters -
Pennsylvania Activities - Legislation - Regulat®gocedures and Mechanisms" in Note 6 to the FimaStatements for information on
Pennsylvania's new alternative rate-making mechanis

Transmission costs are recovered through a FER@WHarRate mechanism, which is updated annuallgdets incurred and assets placed in

service. Accordingly, increased costs includingsthrelated to the replacement of aging transmmssisets and the PIM-approved Regional
Transmission Line Expansion Plan are recoveredtanely basis.
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Financial and Operational Developments

Net Income Available to PPL Corporati

Net Income Available to PPL Corporation for thesthiand six months ended June 30, 2012 was $2®mahd $62 million compared to $
million and $88 million for the same periods in 20&presenting a 19% and 30% decrease from the arwels in 2011.

See "Results of Operations" for a discussion ardyars of PPL Electric's earnings.

Redemption of Preference Stock

In June 2012, PPL Electric redeemed all 2.5 milkbares of its 6.25% Series Preference Stock,gaew100 per share. The price paid for
the redemption was the par value, without premi&50Q million in the aggregate). At December 311 2Ghe preference stock was reflected
on PPL Electric's Balance Sheets in "Preferenasksto

Regional Transmission Line Expansion Plan

PPL Electric has experienced delays in obtainirgeagary National Park Service (NPS) approvalsi®iSusquehanrmdeseland transmissic
line and anticipates a delay of the line's in-sgrndate to 2015. In March 2012, the NPS annoutiwddhe route proposed by PPL Electric
and PSE&G, previously approved by the PennsylvanihiNew Jersey public utility commissions, is thef@rred route for the line under the
NPS's National Environmental Policy Act review. eTRPS has stated that it expects to issue itsaaxfatecision in October 2012. /
appeal of the New Jersey Board of Public Utiliggroval of the line is pending before the Newe&gSuperior Court Appellate

Division. PPL Electric cannot predict the ultimatgtcome or timing of the NPS approval or any fartlegal challenges to the project. PIM
has developed a strategy to manage potential iléljgiiroblems until the line is built. PPL Eleircannot predict what additional actions, if
any, PJM might take in the event of a further détaits scheduled in-service date for the new line.

At June 30, 2012, PPL Electric's estimated shatheoproject cost has increased to $560 milliomfapproximately $500 million at
December 31, 2011, mainly due to increased matesithk. In July 2012, PPL Electric began pre-aoctibn activities including tree and
vegetation removal from the transmission line'strigf way and construction of access roads. Sde 8l PPL Electric's 2011 Form 10-K
for additional information.

FERC Formula Rates

In March 2012, PPL Electric filed a request witk fFERC seeking recovery, over a 34-year periodnoégj in June 2012, of its unrecovered
regulatory asset related to the deferred statéahitity that existed at the time of the transitiffom the flow-through treatment of state
income taxes to full normalization. This changéaix treatment occurred in 2008 as a result ofr gflBRC initiatives that transferred
regulatory jurisdiction of certain transmissionetssrom the PUC to FERC. A regulatory asset gfaxmately $50 million related to this
transition, classified as taxes recoverable thrduglre rates, is included in "Other Noncurrentétss Regulatory assets" on the Balance
Sheets at June 30, 2012 and December 31, 20INlayr?012, the FERC issued an order approving PRLtEt's request effective June 1,
2012.

Results of Operations

The following discussion provides a summary of Féctric's earnings and a description of factoes thanagement expects may impact
future earnings. This section ends with "Statenoéiicome Analysis,"” which includes explanatiofisignificant changes in principal items
on PPL Electric's Statements of Income, compatieghree and six months ended June 30, 2012 wéthdme periods in 2011.

The results for interim periods can be dispropodiely influenced by numerous factors and developsand by seasonal variations. As
such, the results of operations for interim periddsiot necessarily indicate results or trendsHeryear or future periods.
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Earnings
Net Income Available to PPL Corporation for theipds ended June 30 we

Three Months Six Months
2012 2011 2012 2011

Net Income Available to PPL Corporati $ 29 $ 36 $ 62 $ 88

The changes in the components of Net Income AveilebPPL Corporation between these periods weegdlthe following factors which
reflect reclassifications for items included in ggalelivery margins.

Three Months Six Months

Pennsylvania gross delivery marg $ 3 3 (10)
Other operation and maintenar (19) (25)
Depreciatior 2) (8)
Other Q) 2
Income Taxe: 8 11
Distributions on preference stock 4 4
Total $ 7) $ (26)

« See "Statement of Income Analysis - Pennsylvan@s&belivery Margins - Changes in Non-GAAP Finahiblaasures” for an
explanation of Pennsylvania Gross Delivery Marg

« Higher other operation and maintenance expensthéatree-month period, primarily due to $6 milliehhigher payroll and benefit
related costs, $6 million of higher vegetation ngemaent costs and $3 million of higher corporat®isercosts

Higher other operation and maintenance expenshéasiximonth period, primarily due to $8 million of highgayroll and benefit relate
costs, $8 million of higher vegetation managemestsand $5 million of higher corporate servicetsx

» Higher depreciation expense for the six-month genwimarily due to the impact of PP&E additionkated to the ongoing efforts to
ensure the reliability of the delivery system, aaplace aging infrastructur

« Lower income taxes for the three and six-monthqgaks;i primarily due to the change in pes-income, which reduced income taxes b
million and $16 million.

« Lower distributions on preference stock for thethand six-month periods due to the preferencé seatemption in June 2012.
Outlook

PPL Electric projects lower earnings in 2012 coradawith 2011, primarily driven by higher operatismd maintenance expense, higher
depreciation and lower distribution revenue, whach expected to be partially offset by higher tnaission revenue, lower financing costs,
and lower income taxes.

In March 2012, PPL Electric filed a request witk AUC to increase distribution rates by approxitga&05 million. The proposed
distribution revenue rate increase would resu#t ;:19% increase over PPL Electric's total ratéBeatime of filing and be effective January 1,
2013. PPL Electric's application includes a retjfmrsan authorized return-oeguity of 11.25%. Hearings on this matter are dakesl during
August 2012 and a decision is expected in the fioguarter of 2012. PPL Electric cannot predictdbcome of this proceeding.

Earnings in 2012 are subject to various risks arzkrtainties. See "Forward-Looking Informatiomg test of this Item 2 and Notes 6 and 10

to the Financial Statements in this Form 10-Q dtehi 1. Business" and "ltem 1A. Risk Factors" il.Fectric's 2011 Form 10-K for a
discussion of the risks, uncertainties and fadtwas may impact future earnings.
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Statement of Income Analysis --
Pennsylvania Gross Delivery Margins

Non-GAAP Financial Measure

The following discussion includes financial infortiea prepared in accordance with GAAP, as well asiaGAAP financial measure,
"Pennsylvania Gross Delivery Margins." "Pennsylaa@ross Delivery Margins" is a single financiatjpemance measure of PPL Electric's
Pennsylvania regulated electric delivery operatiarsch includes transmission and distribution\atiis. In calculating this measure, utility
revenues and expenses associated with approvederganechanisms, including energy provided as a,Rit® offset with minimal impact ¢
earnings. Costs associated with these mechanigme@orded in "Energy purchases," "Energy purché&een affiliate,” "Other operation a
maintenance" expense, which is primarily Act 128tspand "Taxes, other than income" which is priipgross receipts tax. As a result, this
measure represents the net revenues from PPL iEle&ennsylvania regulated electric delivery oflens. This measure is not intended to
replace "Operating Income," which is determinedénordance with GAAP, as an indicator of overaraping performance. Other
companies may use different measures to analyzéoamgort on the results of their operations. BRictric believes that "Pennsylvania
Gross Delivery Margins" provides another criterformake investment decisions. This performancesmeas used, in conjunction with
other information, internally by senior managenmamd PPL's Board of Directors to manage PPL Eléstoperations and analyze actual
results to budget.

Reconciliation of NoriGAAP Financial Measures

The following tables reconcile "Operating Income™Pennsylvania Gross Delivery Margins" as defibgdPL Electric for the periods enc
June 30.

2012 Three Months 2011 Three Months
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues
Retail electric $ 403 $ 403 $ 436 $ 436
Electric revenue from affiliat 1 1 4 4
Total Operating Revenus 404 404 440 440
Operating Expenses
Energy purchase 120 120 169 169
Energy purchases from affilia 17 17 4 4
Other operation and maintenar 26 $ 117 143 29 % 97 126
Depreciatior 39 39 37 37
Taxes, other than incon 20 2 22 20 2 22
Total Operating Expenst 183 158 341 222 136 358
Total $ 221 % (158 $ 63 $ 218 $ (136 $ 82
2012 Six Months 2011 Six Months
PA Gross PA Gross
Delivery Operating Delivery Operating
Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenues
Retail electric $ 860 $ 860 $ 990 $ 990
Electric revenue from affiliat 2 2 8 8
Total Operating Revenus 862 862 998 998
Operating Expenses
Energy purchase 273 273 420 420
Energy purchases from affilia 38 38 10 10
Other operation and maintenar 49 $ 234 283 47 % 209 256
Depreciatior 78 78 70 70
Taxes, other than incon 44 4 48 53 4 57
Total Operating Expens: 404 316 720 530 283 813
Total $ 458 $ (316, $ 142 $ 468 $ (283 $ 185

(@) Represents amounts that are excluded from Mar
(b) As reported on the Statement of Incol
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Changes in NoiGAAP Financial Measures

The following table shows PPL Electric's nG®AAP financial measure, "Pennsylvania Gross Dejidargins" for the periods ended June
as well as the change between periods. The faittatgave rise to the change are described bédlewable.

Three Months Six Months
2012 2011 Change 2012 2011 Change
PA Gross Delivery Margins by Compong
Distribution $ 170 $ 173 $ 3 % 359 $ 381 $ (22)
Transmissior 51 45 6 99 87 12
Total $ 221 $ 218 $ 3 3 458 $ 468 $ (10)

Distribution

Margins decreased for the three and six month gemded June 30, 2012, compared with 2011, doegly to the effects of weather.

Transmission

Margins increased for the three and six month plsrended June 30, 2012, compared with 2011, ptindure to increased investment in
plant and the recovery of additional costs throtihghFERC formula-based rates.

Other Operation and Maintenance

The increase (decrease) in other operation andtemgince expense for the periods ended June 30,c20dRared with 2011 was due

Three Months Six Months

Payrol-related cost $ 4 3% 7
Vegetation manageme 6 8
PUC-reportable storm costs, net of insurance reco 2) (@)
Uncollectible account 2 4
Allocation of certain corporate support group ct 2 5
Other 5 10
Total $ 17 $ 27

Depreciation

Depreciation increased by $8 million for the sixntis ended June 30, 2012 compared with 2011, phjntAre to PP&E additions related to
PPL Electric's ongoing efforts to ensure the rdliigtof its delivery system and replace aging asiructure.

Taxes, Other Than Income

Taxes, other than income for the six months ended 30, 2012 compared with 2011 decreased by $®miprimarily due to lower
Pennsylvania gross receipts tax expense due toraat® in taxable electric revenue. This taxdhudted in "Pennsylvania Gross Delivery
Margins."

Financing Costs

The increase (decrease) in financing costs fop#n®ds ended June 30, 2012 compared with 201 duaso:

Three Months Six Months
Long-term debt balance $ 4 % 7
Interest rate 5) 9)
Distributions on preference stock 4) 4)
Amortization of debt issuance costs 1 2
Total $ @ s “)

(@) Decreases for both periods are due tduhe 2012 redemption of all 2.5 million sharesrefg@rence stock.
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Income Taxes

The increase (decrease) in income taxes for tHegseended June 30, 2012 compared with 2011 wasod

Three Months Six Months

Lower pre-tax book income $ 7 % (16)
Federal and state tax reserve adjustm 1
Federal and state tax return adjustment: 2
Depreciation not normalized ( Q) 1
Other 1
Total $ 8) $ (11)

(@) In February 2011, the Pennsylvania Department oERee issued interpretive guidance on the treatwfembnus depreciation for Pennsylvania incomeptasposes. In
accordance with Corporation Tax Bulletin 2011-0&ni®sylvania allows 100% bonus depreciation for ifpiag assets in the same year bonus depreciadiatiowed for
Federal income tax purposes. The 100% Pennsyhoamias depreciation deduction created a currete staome tax benefit for the flow-through impatPennsylvania
regulated state tax depreciation. The federalipimv for 100% bonus depreciation generally appliegroperty placed in service before January 122

See Note 5 to the Financial Statements for additioiormation on income taxes.

Financial Condition

Liquidity and Capital Resources

PPL Electric had the following

June 30, 201: December 31, 201.

Cash and cash equivale! $ 45 $ 320
Shor-term debr $ 195 $

The $275 million decrease in PPL Electric's cagh@sh equivalents position was primarily the estilt of:

. capital expenditures of $256 million;

. redemption of preference stock of $250 million;

« the payment of $56 million of common stock dividernd parent;
« the netincrease in short-term debt of $195 mijlimd

« net cash provided by operating activities of $10tian.

PPL Electric's cash provided by operating actigitrecreased by $38 million for the six months endiede 30, 2012, compared with 2011,
primarily due to a $48 million decrease in defitmeshefit plan funding.

Credit Facilities

PPL Electric maintains credit facilities to proviliguidity and to backstop commercial paper isseancAt June 30, 2012, PPL Electric's total
committed borrowing capacity under its credit faieis and the use of this borrowing capacity were:

Letters of
Credit Issued
and

Committed Commercial Unused

Capacity Borrowed Paper Backstop Capacity
Syndicated Credit Facility (¢ $ 300 $ 196 $ 104
Asse-backed Credit Facility (t 150 n/a 150
Total PPL Electric Credit Facilitie $ 450 $ 196 $ 254

(@) The commitments under this credit facility are pded by a diverse bank group, with no one bankitmaffiliates providing an aggregate commitmentafre than 7% of
the total committed capacit

(b) PPL Electric obtains financing by selling and cimtting its eligible accounts receivable and uriltevenue to a special purpose, wholly owned digygion an ongoing
basis. The subsidiary pledges these assets toeseems of up to an aggregate of $150 million fraeommercial paper conduit sponsored by a finhimsétution. At
June 30, 2012, based on accounts receivable aridednievenue pledged, the amount available fordwing under this facility was limited to $87 mdh. In July 2012,
PPL Electric and the subsidiary extended this ages from July 2012 to September 2012 and reduseddpacity to $100 millior
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See Note 7 to the Financial Statements for furtiimoussion of PPL Electric's credit facilities.

Commercial Paper

In May 2012, PPL Electric increased the capacitigsogfommercial paper program from $200 millior$&00 million to provide an additional
financing source to fund its short-term liquidityeds, if and when necessary. Commercial papearisss are supported by PPL Electric's
Syndicated Credit Facility. At June 30, 2012, Fectric had $195 million of commercial paper oatgting, included in "Short-term debt"
on the Balance Sheet, at a weighted-average iht@tesof approximately 0.49%.

Equity Securities

In June 2012, PPL Electric redeemed all 2.5 milbbares of its 6.25% Series Preference Stock,aae100 per share. The price paid for
the redemption was the par value, without premi&50Q million in the aggregate). At December 311 2Ghe preference stock was reflected
in "Preference stock” on PPL Electric's BalanceeShe

Rating Agency Actions

Moody's, S&P and Fitch periodically review the dtedtings on the debt of PPL Electric. Basedwirtrespective independent reviews, the
rating agencies may make certain ratings revisiwnatings affirmations.

A credit rating reflects an assessment by thegatgency of the creditworthiness associated wittssurer and particular securities that it
issues. The credit ratings of PPL Electric areedam information provided by PPL Electric and othaeurces. The ratings of Moody's, S&P
and Fitch are not a recommendation to buy, seilotdt any securities of PPL Electric. Such ratingsy be subject to revisions or withdrawal
by the agencies at any time and should be evaluradegendently of each other and any other ratiagiay be assigned to the securities. A
downgrade in PPL Electric's credit ratings couksliein higher borrowing costs and reduced acaesapital markets.

As a result of the passage of the Dodd-Frank ARt, Plectric is limiting its credit rating disclo®ito a description of the actions taken by the
rating agencies with respect to PPL Electric'swogj but without stating what ratings have beeigasd to PPL Electric or its securities. The
ratings assigned by the rating agencies to PPLtileand its respective securities may be foundhetit charge, on each of the respective
rating agencies' websites, which ratings togethtr all other information contained on such rataggency websites is, hereby, explicitly not
incorporated by reference in this report.

The rating agencies did not take any actions relatd®PL Electric in 2012.

For additional information on PPL Electric's ligitidand capital resources, see "ltem 7. Managesm@&iscussion and Analysis of Financial
Condition and Results of Operations,” in PPL Elesr2011 Form 10-K.

Risk Management

Market Risk and Credit Risk

PPL Electric issues debt to finance its operatiorigch exposes it to interest rate risk. PPL Eledtad no potential annual exposure to
increased interest expense, based on a 10% indreexerest rates, at June 30, 2012. PPL Eleesiimnated that a 10% decrease in interest
rates at June 30, 2012 would increase the fairevafiits debt portfolio by $77 million.

See Notes 13 and 14 to the Financial Statemeittgsif-orm 10-Q and "Risk Management" in PPL Elettr2011 Form 10-K for additional
information on market and credit risk.

Related Party Transactions

PPL Electric is not aware of any material ownershiprests or operating responsibility by senionagement of PPL Electric in outside
partnerships, including leasing transactions wilhiable interest entities or other entities doingibess with PPL Electric. See Note 11 to the
Financial Statements for additional informationretated party transactions.
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Environmental Matters

See Note 10 to the Financial Statements in thismF-Q and "ltem 1. Business - Environmental Mattar PPL Electric's 2011 Form 10-K
for a discussion of environmental matters.

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements dascussion of new accounting guidance adopteganding adoption.

Application of Critical Accounting Policies

Financial condition and results of operations arpdcted by the methods, assumptions and estimseelsinithe application of critical
accounting policies. The following accounting pw@s are particularly important to the financiahdiion or results of operations, and req.
estimates or other judgments of matters inherentbertain: defined benefits, loss accruals, inctares, regulatory assets and liabilities and
revenue recognition - unbilled revenue. See "lfeilanagement's Discussion and Analysis of Findi@oadition and Results of
Operations" in PPL Electric's 2011 Form 10-K fatiscussion of each critical accounting policy.
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

Item 2. Management's Discussion and Analysis of incial Condition and Results of Operations

The following should be read in conjunction with El§ Condensed Consolidated Financial Statementtharaccompanying Notes and with
LKE's 2011 Form 10-K. Capitalized terms and abtatians are defined in the glossary. Dollars armillions, unless otherwise noted.

"Management's Discussion and Analysis of Finan€@idition and Results of Operations" includes til#ing information:

« "Overview" provides a description of LKE and itssiness strategy, a summary of Net Income and aisifan of certain events
related to LKE's results of operations and finalnoiendition.

« "Results of Operations" provides a summary of LK&gmings and a description of factors expectahpact future earnings. This
section ends with explanations of significant cremnig principal items on LKE's Statements of Incoomnparing the three and six
months ended June 30, 2012 with the same perio2i3lih.

« "Financial Condition - Liquidity and Capital Resoas" provides an analysis of LKE's liquidity pasitiand credit profile. This
section also includes a discussion of rating agactyns.

« "Financial Condition - Risk Management" provideseaiplanation of LKE's risk management programstirelado market and credit
risk.

Overview
Introduction
LKE, headquartered in Louisville, Kentucky, is dding company with utility operations through itgbsidiaries, LG&E and KU. LG&E and
KU, which constitute substantially all of LKE's ap&ons, are regulated utilities engaged in the=gation, transmission, distribution and sale
of electricity, in Kentucky, Virginia and TennessdeG&E also engages in the distribution and séleatural gas in Kentucky.
Business Strategy

LKE's overall strategy is to provide reliable, safel competitively priced energy to its customers.

A key objective for LKE is to maintain a strong @iteprofile through managing financing costs andess to credit markets. LKE continually
focuses on maintaining an appropriate capital sirecand liquidity position.

Financial and Operational Developments
Net Income

Net Income for the three and six months ended 30n2012 was $44 million and $97 million compare&41 million and $128 million fc
the same periods in 2011 representing a 7% incaada 24% decrease over the same periods in 2011.

See "Results of Operations" for a discussion amdyais of LKE's earnings.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into antgaseehase agreement with Bluegrass Generatiotihéopurchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited a&s$ated contractual arrangements required for oferatf the units, for a purchase price
of $110 million, pending receipt of applicable r&gary approvals. In May 2012, the KPSC issuedmer approving the request to purchase
the Bluegrass CTs. Also in May 2012, the FERCeadsan order conditionally authorizing the acquisitof the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation sweas to address markgdwer concerns. After a review of potentially dable mitigatior
options, LG&E and KU determined that the optionseueot commercially justifiable. In June 2012, LE&nd KU terminated the asset
purchase agreement for the Bluegrass CTs in acooedaith its terms and made applicable filings with
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the KPSC and FERC. LG&E and KU are currently esisgsthe impact of the Bluegrass contract termimaéind potential future generation
capacity options.

NGCC Constructiol

In September 2011, LG&E and KU filed a CPCN witkh KPSC requesting approval to build a 640 MW NGE@a existing Cane Run ple
site in Kentucky. In May 2012, the KPSC issuedsder approving the request. Subject to finalizingtracting agreements and permitting
activities, construction is expected to begin ii2@nd be completed during 2015. The project, whicludes building a natural gas supply
pipeline and related transmission projects, hasstimated cost of approximately $600 million ($18illion for LG&E and $470 million for
KU).

In conjunction with this construction and to meetwn stricter federal EPA regulations with a 201mptiance date, LG&E and KU anticipate
retiring six older coal-fired electric generatingits at the Cane Run, Green River and Tyrone plartteh have a combined summer capacity
rating of 797 MW. The Cane Run and Green Rivef ao#s are anticipated to remain operational uhi#él NGCC generation and associated
transmission project is completed.

Reqgistered Debt Exchange Offer by LKE

In June 2012, LKE completed an exchange of afiutistanding 4.375% Senior Notes due 2021 issu8etember 2011 in a transaction not
registered under the Securities Act of 1933, forilsir securities that were issued in a transaaggistered with the SEC. See Note 7 in
LKE's 2011 Form 10-K for additional information.

Commercial Paper

In February 2012, LG&E and KU each establishedrarnercial paper program for up to $250 million toygde an additional financing
source to fund their short-term liquidity needson@nercial paper issuances will be supported by LG&EBEd KU's Syndicated Credit
Facilities. LG&E and KU had no commercial papetstanding at June 30, 2012.

Results of Operations

The following discussion provides a summary of LiKEarnings and a description of factors that manageexpects may impact future
earnings. This section ends with "Statement obtme Analysis," which includes explanations of diigaint changes in principal items on
LKE's Statements of Income, comparing the threesianchonths ended June 30, 2012 with the sameqgeemn2011.

The results for interim periods can be dispropodiely influenced by numerous factors and developsand by seasonal variations. As
such, the results of operations for interim periddsiot necessarily indicate results or trenddHeryear or future periods.

Earnings

Net Income for the periods ended June 30

Three Months Six Months
2012 2011 2012 2011

Net Income $ 44 $ 41 $ 97 $ 128

The changes in the components of Net Income betiese periods were due to the following factofsictv reflect reclassifications for iter
included in margins and certain items that managerensiders special. See additional detail afehepecial items in the table below.

Three Months Six Months

Margins $ 12 $ (16)
Other operation and maintenar 4 (17)
Depreciatior (2) (5)
Taxes, other than incon ) 5)
Other ) 4)
Other Income (Expens- net (@) 9)
Income Taxe: 4 26
Special item: (5) (1
Total $ 3 3 (31)
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« See "Statement of Income Analysis - Margins - Clearig Non-GAAP Financial Measures" for an explamatf margins.

« Higher other operation and maintenance for thexexth period, primarily due to $11 million of higteteam maintenance costs resul
from an increased scope of scheduled plant outafjls®, a $6 million credit was recorded in 201%kgtablish a regulatory asset related
to 2009 storm cost:

« Lower other income (expense) - net for the threksax-month periods primarily due to equity losfesn an unconsolidated affiliate.

« Lower income taxes for the six-month period, priilyadtue to the change in pre-tax income.

The following after-tax amounts, which managemeamtsiders special items, also impacted earningsduhie periods ended June 30:

Income Statemetr Three Months Six Months
Line Item 2012 2011 2012 2011

Special items gains (losses), net of tax (expesegfit:
Acquisitior-related adjustment

Net operating loss carryforward and other tax eglatdjustment Income Taxes and Other O& $ 4
Other:

Discontinued Operations, net of tax of $4, $0,$0(a) Discontinued Operatior $ (5) (5)
Total I ) R S )

(@) Represents an adjustment to an indemnificationlifab
Outlook

Excluding special items, LKE projects lower earmiiig 2012 compared with 2011, as margin increasenat expected to offset operating
expense increases, including depreciation. Actamllts will be dependent on the effects of theneany and the impact of weather on retail
sales among other variables

In June 2012, LG&E and KU filed requests with theSC for increases in annual base electric ratapmfoximately $62 million at LG&E
and approximately $82 million at KU and an incre@sannual base gas rates of approximately $17amifit LG&E. The proposed base rate
increases would result in electric rate increasés3%6 at LG&E and 6.5% at KU and a gas rate inmee#f 7.0% at LG&E and would be
effective in January 2013. LG&E's and KU's apglmas include requests for authorized returns-omitgat LG&E and KU of 11% each. A
hearing on these matters is expected to be schibduling the fourth quarter of 2012. LG&E and Kahaot predict the outcome of these
proceedings.

Earnings in 2012 are subject to various risks arekrtainties. See "Forward-Looking Informatiomg trest of this Item 2, Notes 6 and 10 to
the Financial Statements in this Form 10-Q andlie Business" and "ltem 1A. Risk Factors" in LKEG.1 Form 10-K for a discussion of
the risks, uncertainties and factors that may irhfgare earnings.

Statement of Income Analysis --

Margins

Non-GAAP Financial Measure

The following discussion includes financial infortioa prepared in accordance with GAAP, as well as@GAAP financial measure,
"Margins." Margins is not intended to replace "Cyigrg Income," which is determined in accordancia AAP as an indicator of overall
operating performance. Other companies may u$ereliift measures to analyze and to report on thatsesf their operations. Margins is a
single financial performance measure of LKE's op@na. In calculating this measure, utility reveswand expenses associated with appr
cost recovery tracking mechanisms are offset. &@hneschanisms allow for recovery of certain expenstsrns on capital investments
associated with environmental regulations and perdmce incentives. Certain costs associated withet mechanisms, primarily ECR and
DSM, are recorded as "Other operation and maint@iaand "Depreciation." As a result, this measapesents the net revenues from LI
operations. This performance measure is usednjuoction with other information, internally byréer management to manage LKE's
operations and analyze actual results compareddgéi.
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Reconciliation of NoriGAAP Financial Measures

The following tables reconcile "Operating Income™Margins" as defined by LKE for the periods endede 30.

2012 Three Months 2011 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenue $ 658 $ 658 $ 639 $ 1) $ 638

Operating Expense
Fuel 215 215 206 206
Energy purchase 34 34 40 40
Other operation and maintenar 24 $ 173 197 21 177 198
Depreciatior 13 73 86 12 72 84
Taxes, other than incon 12 12 9 9
Total Operatmg Expens| 286 258 544 279 258 537
Total $ 3712 $ (258 $ 114 $ 360 $ (259 $ 101
2012 Six Months 2011 Six Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenue $ 1,363 $ 1,363 $ 1,404 $ 1,404

Operating Expense

Fuel 428 428 421 421
Energy purchase 108 108 147 147
Other operation and maintenar 46 $ 357 403 41 $ 338 379
Depreciatior 26 146 172 24 141 165
Taxes, other than incon 23 23 18 18
Total Operating Expensi 608 526 1,134 633 497 1,130
Total $ 755 $ (526 $ 229 $ 771 % (497, $ 274

(@) Represents amounts that are excluded from Mar
(b) As reported on the Statements of Inco

Changes in NoitGAAP Financial Measures

Margins increased by $12 million for the thmeenth period due to higher retail margins, as vasnere impacted by increases in produc
levels at some of LKE's larger industrial custorreerd warmer weather during the three months enaleel 30, 2012. Total cooling degree
days increased 9% compared to the same periodlih 20

Margins decreased by $16 million for the six-mopéhiod primarily due to $13 million of lower retailargins, as volumes were impacted by
unseasonably mild weather during the first four therof 2012, and $3 million of lower wholesale niasgas volumes were impacted by
lower market prices. Total heating degree daysedsed 24% compared to the same period in 2011.

Other Operation and Maintenance

The increase (decrease) in other operation andtemgince expense for the periods ended June 30, @@hpared with 2011, was due

Three Months Six Months

Steam maintenance ( $ 11
Distribution maintenance (i $ ) 8
DSM 2 3
Other (2) 2
Total $ 1 $ 24

(a) Steam maintenance costs increased $11 million githia six months ended June 30, 2011, primarilyltieg from an increased scope of scheduled out:
(b) A $6 million credit to establish a regulatory asses recorded in the first quarter of 2011 related009 storm cost:

Depreciation

Depreciation increased by $2 million and $7 millfonthe three and six months ended June 30, 26dared with 2011, primarily due to
PP&E additions.
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Other Income (Expense) - net

The increase (decrease) in other income (expensat)fer the periods ended June 30, 2012, compeited2011, was due to:

Three Months Six Months

Equity losses from an unconsolidated affili $ 4) % (6)
Other 3 3
Total $ 0 $ )

Income Taxes

The increase (decrease) in income taxes for tHegseended June 30, 2012, compared with 2011, wasd

Three Months Six Months
Higher (lower) pr-tax book income $ 2 % (22)
Net operating loss carryforward adjustments 3) 9)
Other 3 (@)
Total $ 4 $ (32)

(@) During the three and six months ended June 30,,2KR recorded adjustments to deferred taxes relatenet operating loss carryforwards based onnrectax return
adjustments

See Note 5 to the Financial Statements for additiorformation on income taxes.
Income (Loss) from Discontinued Operations (net ahcome taxes)

Loss from discontinued operations increased by Bémfor the three and six months ended June2Bd,2, compared with 2011. The
increase was primarily related to an adjustmetitécestimated liability for indemnifications.

Financial Condition

Liquidity and Capital Resources

LKE had the following at

June 30, 2012 December 31, 2011

Cash and cash equivalel $ 29 % 59
The $30 million decrease in LKE's cash and caslivatants position was primarily the net result of:

. capital expenditures of $324 million and
« the payment of $60 million of distributions to PRiartially offset by
« cash provided by operating activities of $354 roiili

LKE's cash provided by operating activities decedasy $53 million for the six months ended June281,2, compared with 2011, primarily
due to:

« adecrease in net income of $31 million due to asseably mild weather during the first four mondfi012 and higher operation and
maintenance expenses, adjusted for non-cash effe$® million (deferred income taxes and investhiax credits of $90 million and
defined benefit plan- expense of $5 million, partially offset by deprédicia of $7 million and other noncash items of $1dliam) and

» adecrease in coal consumption resulting from laveai-fired generation due to the mild winter weathnd an increase in combustion
turbine generation that led to an increase of $8domin coal inventory, along with an increaseprice per ton of coal in comparison to
2011; partially offset b

« adecrease in cash outflows of $95 million due teduction in discretionary defined benefit plamtributions.

LKE's cash used in investing activities increasg®®73 million for the six months ended June 3A,2&ompared with 2011, primarily due
to proceeds from the sale of other investmentsl683nillion in 2011 and an increase in capital
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expenditures of $144 million as a result of inceghsnvironmental spending, primarily related talfdls, and infrastructure improvements at
generation, distribution and transmission fac#itie

LKE's cash used in financing activities decrease®251 million for the six months ended June 3@, 2&ompared with 2011, primarily due
to a repayment on a revolving line of credit of $X6illion in 2011 and lower distributions to PPL$86 million in 2012.

Credit Facilities

At June 30, 2012, LKE's total committed borrowiragpacity under its credit facilities and the uséhid borrowing capacity were:

Committed Letters of Unused

Capacity Borrowed Credit Issued Capacity
LKE Credit Facility with a subsidiary of PPL Ener§upply $ 300 $ 300
LG&E Credit Facility 400 400
KU Credit Facilities 598 $ 198 400
Total Credit Facilities (a $ 1,298 $ 198 $ 1,100

(@) The commitments under LKE's domestic credit faesitare provided by a diverse bank group, with me lsank and its affiliates providing an aggregat@mitment of
more than 10% of the total committed capacity; hoevethe PPL affiliate provides a commitment of mpimately 23% of the total facilities listed abo

See Note 7 to the Financial Statements for furdismrussion of LKE's credit facilities and long-tedmbt securities.

LKE's lonc-term debt securities activity through June 30, 2@42:

Debt
Issuances Retirement

Non-cash Exchanges (
LKE Senior Unsecured Nott $ 250 $ (250

(@ InJune 2012, LKE completed an exchange of altbutstanding 4.375% Senior Notes due 2021 issuBdptember 2011 in a transaction not registeneiguthe
Securities Act of 1933, for similar securities thadre issued in a transaction registered with €.

See Note 7 to the Financial Statements for additioriormation about long-term debt securities.

Rating Agency Actions

Moody's, S&P and Fitch periodically review the dtedtings on the debt securities of LKE and itbsidiaries. Based on their respective
independent reviews, the rating agencies may meataio ratings revisions or ratings affirmations.

A credit rating reflects an assessment by thegatency of the creditworthiness associated wittssurer and particular securities that it
issues. The credit ratings of LKE and its subsidfaare based on information provided by LKE atigepsources. The ratings of Moody's,
S&P and Fitch are not a recommendation to buy,osdibld any securities of LKE or its subsidiari€duch ratings may be subject to revisi

or withdrawal by the agencies at any time and gshbelevaluated independently of each other andter rating that may be assigned to the
securities. A downgrade in LKE's or its subsidiaricredit ratings could result in higher borrowarogts and reduced access to capital
markets.

As a result of the passage of the Dodd-Frank Adttha attendant uncertainties relating to the exttewhich issuers of non-asset backed
securities may disclose credit ratings without bewuired to obtain rating agency consent torkiision of such disclosure, or
incorporation by reference of such disclosure, iagistrant's registration statement or sectiom)lp{ospectus, LKE is limiting its credit
rating disclosure to a description of the actialeh by the rating agencies with respect to LK&ings, but without stating what ratings have
been assigned to LKE or its subsidiaries, or theaurities. The ratings assigned by the ratingegs to LKE and its subsidiaries and their
respective securities may be found, without changesach of the respective rating agencies' wehsitiich ratings together with all other
information contained on such rating agency websstehereby, explicitly not incorporated by refege in this report.

The rating agencies took the following actionsterlao LKE and its subsidiaries:

In February 2012, Fitch assigned ratings to thertewly established commercial paper programs fo&E@nd KU.
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In March 2012, Moody's affirmed the following rajs

« the long-term ratings of the First Mortgage BonalslfG&E and KU;
« the issuer ratings for LG&E and KU; and

« the bank loan ratings for LG&E and KU.

Also in March 2012, Moody's and S&P each assigiedtserm ratings to the two newly established caruoial paper programs for LG&E
and KU.

In March and May 2012, Moody's, S&P and Fitch affid the long-term ratings for LG&E's 2003 Seriesndl 2007 Series B pollution
control bonds.

Ratings Triggers

LKE and its subsidiaries have various derivativd aaon-derivative contracts, including contractstfoer sale and purchase of electricity, fuel,
commodity transportation and storage and inteedstinstruments, which contain provisions requitikde and its subsidiaries to post
additional collateral, or permitting the countetgao terminate the contract, if LKE's or its subaries' credit ratings were to fall below
investment grade. See Note 14 to the Financiaé®ients for a discussion of "Credit Risk-Relateat®ment Features," including a
discussion of the potential additional collatehattwould have been required for derivative cotgrata net liability position at June 30,
2012. At June 30, 2012, if LKE and its subsidiglriredit ratings had been below investment grédemaximum amount that LKE would
have been required to post as additional collaterebunterparties was $100 million for both detii@ and non-derivative commodity and
commodity-related contracts used in its generatioth marketing operations, gas supply and inteag¢staontracts.

Capital Expenditures

LKE has lowered its projected capital spending2@t2 by approximately $325 million from the prewsgudisclosed $1.2 billion projection
included in LKE's 2011 Form 10-K. The lower prdgst capital spending is due mainly to the termid&kiegrass CTs acquisition discussed
in Notes 6 and 8 to the Financial Statements a@dtéitus of environmental projects.

Risk Management
Market Risk

See Notes 13 and 14 to the Financial Statementsfformation about LKE's risk management objectiwaduation techniques and accouni
designations.

The forward-looking information presented below\pdes estimates of what may occur in the futureyasng certain adverse market
conditions and model assumptions. Actual futusaite may differ materially from those present@these disclosures are not precise
indicators of expected future losses, but onlydathirs of possible losses under normal market tiondiat a given confidence level.

Commodity Price Risk

LG&E's and KU's rates are set by regulatory comimissand the fuel costs incurred are directly recalile from customers. As a result,
LG&E and KU are subject to commodity price risk @y a small portion of ogoing business operations. LKE conducts energijrtgganc
risk management activities to maximize the valuthefphysical assets at times when the asset®arequired to serve LG&E's and KU's
customers. See Note 14 to the Financial Statenfiengésiditional disclosures.

Interest Rate Risk

LKE and its subsidiaries issue debt to financertbperations, which exposes them to interest iske ILKE utilizes various financial
derivative instruments to adjust the mix of fixedldloating interest rates in its debt portfolioevhappropriate. Risk limits under LKE's risk
management program are designed to balance ripksare to volatility in interest expense and chargehe fair value of LKE's debt
portfolio due to changes in the absolute levehtdriest rates.

At June 30, 2012, LKE's potential annual exposariadreased interest expense, based on a 10% $ecireaterest rates, was not significant.
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LKE is also exposed to changes in the fair valugsadebt portfolio. LKE estimated that a 10% e&se in interest rates at June 30, 2012,
would increase the fair value of its debt portfdip$120 million.

At June 30, 2012, LKE had the following intereserhedges outstandin

Effect of a
Fair Value, 10% Adverse
Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates
Economic hedge
Interest rate swaps ( $ 179 $ 63) $ ?3)

(@) Includes accrued intere:

(b) LKE utilizes various risk management instrumentssduce its exposure to the expected future cash\hriability of its debt instruments. These gskclude exposure to
adverse interest rate movements for outstandingharrate debt and for future anticipated finagciwhile LKE is exposed to changes in the faiueabf these
instruments, any realized changes in the fair vafumich economic hedges are recoverable throughated rates and any subsequent changes in fag vathese
derivatives are included in regulatory assetsabilities. Sensitivities represent a 10% adversgement in interest rates. The positions outstapdt June 30, 2012
mature through 203:

Credit Risk

See Notes 13 and 14 to the Financial Statemeittgsif-orm 10-Q and "Risk Management - Energy Manke& Trading and Other - Credit
Risk" in PPL's and LKE's 2011 Form 10-K for additid information.

Related Party Transactions

LKE is not aware of any material ownership interestoperating responsibility by senior managemdntKE, LG&E or KU in outsid¢
partnerships, including leasing transactions widtniable interest entities, or other entities domgsiness with LKE. See Note 11 to
Financial Statements for additional informationretated party transactions.

Environmental Matters

Protection of the environment is a major priority EKE and a significant element of its businesivities. Extensive federal, state and local
environmental laws and regulations are applicablekE's air emissions, water discharges and theag@ment of hazardous and solid waste,
among other areas, and the costs of complianckkeged non-compliance cannot be predicted withadety but could be material. In
addition, costs may increase significantly if teguirements or scope of environmental laws or aguis, or similar rules, are expanded or
changed from prior versions by the relevant agenc{@osts may take the form of increased capitaperating and maintenance expenses;
monetary fines, penalties or forfeitures; or otfesstrictions. Many of these environmental law éd@sations are also applicable to the
operations of key suppliers, or customers, suavabproducers, industrial power users, etc. anglimpact the costs for their products or
their demand for LKE's services. See "ltem 1. Besss - Environmental Matters” in LKE's 2011 Formkl8nd Note 10 to the Financial
Statements for a discussion of environmental matter

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements discussion of new accounting guidance adopteganding adoption.

Application of Critical Accounting Policies

Financial condition and results of operations arpacted by the methods, assumptions and estimseelsinithe application of critical
accounting policies. The following accounting p@s are particularly important to the financiahddion or results of operations and require
estimates or other judgments of matters inheramttertain: revenue recognition - unbilled revemirie risk management, defined benefits,
asset impairment, loss accruals, AROs, income faxekregulatory assets and liabilities. See "l[fenManagement's Discussion and
Analysis of Financial Condition and Results of Ggaiems" in LKE's 2011 Form 10-K for a discussioreath critical accounting policy.
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LOUISVILLE GAS AND ELECTRIC COMPANY

Item 2. Management's Discussion and Analysis of incial Condition and Results of Operations

The following should be read in conjunction with &E's Condensed Financial Statements and the acagrimgaNotes and with LG&E's
2011 Form 10-K. Capitalized terms and abbreviatiare defined in the glossary. Dollars are iniari8, unless otherwise noted.

"Management's Discussion and Analysis of Finarn€@idition and Results of Operations" includes til#ing information:

« "Overview" provides a description of LG&E and itsdiness strategy, a summary of Net Income andcaigifon of certain events
related to LG&E's results of operations and finahcondition.

« "Results of Operations" provides a summary of LGR&arnings and a description of factors expectéupact future earnings. Tt
section ends with explanations of significant clemni principal items on LG&E's Statements of Inepgomparing the three and
months ended three and six months ended June BR\i#th the same periods in 20:

« "Financial Condition - Liquidity and Capital Resoas" provides an analysis of LG&E's liquidity pasitand credit profile. This
section also includes a discussion of rating agactyns.

« "Financial Condition - Risk Management" provideseaplanation of LG&E's risk management programatird) to market and
credit risk.

Overview
Introduction

LG&E, headquartered in Louisville, Kentucky, isemulated utility engaged in the generation, trassion, distribution and sale of electricity
and the distribution and sale of natural gas intleky.

Business Strategy
LG&E's overall strategy is to provide reliable,esahd competitively priced energy to its customers.

A key objective for LG&E is to maintain a strongedit profile through managing financing costs aodeas to credit markets. LG&E
continually focuses on maintaining an appropriagital structure and liquidity position.

Financial and Operational Developments

Net Income

Net Income for the three and six months ended 30n2012 was $26 million and $51 million compare&20 million and $59 million for tk
same periods in 2011 representing a 30% increaba 44% decrease over the same periods in 2011.

See "Results of Operations" for a discussion amdlyars of LG&E's earnings.

Terminated Bluegrass CTs Acquisition

In September 2011, LG&E and KU entered into antgaseehase agreement with Bluegrass Generatiotihéopurchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited a&s$ated contractual arrangements required for oferatf the units, for a purchase price
of $110 million, pending receipt of applicable r&gary approvals. In May 2012, the KPSC issuedmer approving the request to purchase
the Bluegrass CTs. Also in May 2012, the FERCeadsan order conditionally authorizing the acquisitof the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation sweas to address markgdwer concerns. After a review of potentially dable mitigatior
options, LG&E and KU determined that the optionseueot commercially justifiable. In June 2012, LE&nd KU terminated the asset
purchase agreement for the Bluegrass CTs in acooedaith its terms and made applicable filings with
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the KPSC and FERC. LG&E and KU are currently asisgsthe impact of the Bluegrass contract termamaéind potential future generation
capacity options.

NGCC Constructiol

In September 2011, LG&E and KU filed a CPCN witkh KPSC requesting approval to build a 640 MW NGE@a existing Cane Run ple
site in Kentucky. In May 2012, the KPSC issuedsder approving the request. Subject to finalizingtracting agreements and permitting
activities, construction is expected to begin ii2@nd be completed during 2015. The project, whicludes building a natural gas supply
pipeline and related transmission projects, hasstimated cost of approximately $600 million ($18illion for LG&E and up to $470 millio
for KU).

In conjunction with this construction and to meetwn stricter federal EPA regulations with a 201mptiance date, LG&E and KU anticipate
retiring six older coal-fired electric generatingits at the Cane Run, Green River and Tyrone plartteh have a combined summer capacity
rating of 797 MW. The Cane Run and Green Rivef ao#s are anticipated to remain operational uhi#él NGCC generation and associated
transmission project is completed.

Commercial Paper

In February 2012, LG&E established a commerciakepgpogram for up to $250 million to provide an @iddal financing source to fund its
short-term liquidity needs. Commercial paper isses will be supported by LG&E's Syndicated Créditility. LG&E had no commercial
paper outstanding at June 30, 2012.

Results of Operations

The following discussion provides a summary of LG&Earnings and a description of factors that memagt expects may impact future
earnings. This section ends with "Statement oftme Analysis," which includes explanations of digaint changes in principal items on
LG&E's Statements of Income, comparing the threesixmonths ended June 30, 2012 with the sameqzem 2011.

The results for interim periods can be dispropodiely influenced by numerous factors and developsand by seasonal variations. As
such, the results of operations for interim periddsiot necessarily indicate results or trendsHeryear or for future periods.

Earnings
Net Income for the periods ended June 30

Three Months Six Months
2012 2011 2012 2011

Net Income $ 26 $ 20 $ 51 $ 59

The changes in the components of Net Income betieese periods were due to the following factotsictv reflect reclassification for items
included in margins.

Three Months Six Months

Margin $ 8 $ ?3)
Other operation and maintenar 2 7
Depreciatior (2) 3)
Taxes, other than incon (2) 2)
Other Income (Expens- net 2)

Interest Expens 2 2
Income Taxes (2) 5
Total $ 6 $ 8)

« See "Statement of Income Analysis - Margins - Clearig Non-GAAP Financial Measures" for an explaratf margins.

« Higher other operation and maintenance for thexsaxith period, due to $7 million of higher steam mbenance costs primarily resulting
from an increased scope of scheduled plant out
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Outlook

LG&E projects lower earnings in 2012 compared Wifli1, as margin increases are not expected ta offezating expense increases,
including depreciation. Actual results will be @epent on the effects of the economy and the impfaseather on retail sales among other
variables.

In June 2012, LG&E filed a request with the KPSE€dDn increase in annual base electric rates ofoappately $62 million and an increase
annual base gas rates of approximately $17 millibine proposed request would result in a 6.9% as&en the base electric rates and a 7.0%
increase in the base gas rates, and would be igfentJanuary 2013. LG&E's application includegquest for authorized return-on-equity
of 11%. A hearing on these matters is expectduktscheduled during the fourth quarter of 2012 &EG&annot predict the outcome of this
proceeding.

Earnings in 2012 are subject to various risks arzkrtainties. See "Forward-Looking Informatiomg trest of this Item 2, Notes 6 and 10 to
the Financial Statements in this Form 10-Q andlfe Business" and "ltem 1A. Risk Factors" in LG&E011 Form 1@ for a discussion ¢
the risks, uncertainties and factors that may irhfgare earnings.

Statement of Income Analysis --

Margins

Non-GAAP Financial Measure

The following discussion includes financial infortioa prepared in accordance with GAAP, as well asGAAP financial measure,
"Margins." Margins is not intended to replace "@img Income," which is determined in accordand® @AAP as an indicator of overall
operating performance. Other companies may u$erelift measures to analyze and to report on thitses their operations. Margins is a
single financial performance measure of LG&E's afiens. In calculating this measure, utility reves and expenses associated with
approved cost recovery tracking mechanisms aretffEhese mechanisms allow for recovery of cegapenses, returns on capital
investments associated with environmental reguiatand performance incentives. Certain costs &gedawvith these mechanisms, primarily
ECR and DSM, are recorded as "Other operation aidtenance" and "Depreciation”. As a result, thesasure represents the net revenues
from LG&E's operations. This performance meassingsid, in conjunction with other information, imnt&lly by senior management to
manage operations and analyze actual results cedhpabudget.

Reconciliation of NorGAAP Financial Measures

The following tables reconcile "Operating Income"Margins" as defined by LG&E for the periods eddene 30.

2012 Three Months 2011 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenue $ 304 $ 304 $ 297 $ 297

Operating Expense
Fuel 92 92 82 82
Energy purchase 25 25 39 39
Other operation and maintenar 11 8 81 92 8 $ 83 91
Depreciatior 1 37 38 1 36 37
Taxes, other than incon 6 6 5 5
Total Operating Expens: 129 124 253 130 124 254
Total $ 175 $ (124 $ 51 $ 167 $ (124 $ 43
2012 Six Months 2011 Six Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenue $ 657 $ 657 $ 695 $ 695

Operating Expense

Fuel 181 181 167 167
Energy purchase 98 98 149 149
Other operation and maintenar 21 % 169 190 19 $ 162 181
Depreciatior 1 75 76 1 72 73
Taxes, other than incon 11 11 9 9
Total Operating Expenst 301 255 556 336 243 579
Total $ 356 $ (255 $ 101  $ 359 $ (243 $ 116
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(@) Represents amounts excluded from Marc
(b) As reported on the Statement of Incol

Changes in NoiGAAP Financial Measures

Margins increased by $8 million and decreased by##on during the three and six months ended B3Me2012, compared with the same
periods in 2011. The positive impact during the¢hmonth period primarily resulted from $8 milliohhigher retail margins, as volumes
were impacted by increases in production levetoate of LG&E's larger industrial customers and warmeather during the three months
ended June 30, 2012. Total cooling degree daysased by 14% compared to the same period in 20thé&.negative impact during the six-
month period primarily resulted from $3 million lofver wholesale margins, as volumes were impacyddwer market prices.

Other Operation and Maintenance

The increase (decrease) in other operation andtemgince expense for the periods ended June 30, @dhpared with 2011, was due

Three Months Six Months

Steam maintenance ( $ 2 % 7
Other 3 2
Total $ 18 9
(a) Higher steam maintenance costs of $7 million fersh-month period due to an increased scope of scheduliedjes
Income Taxes
The increase (decrease) in income taxes for thieggeended June 30, 2012, compared with 2011, wasad
Three Months Six Months
Higher (lower) pr-tax book income $ 3 3 (5)
Other 1)
Total $ 2 3 ©)
See Note 5 to the Financial Statements for additioriormation on income taxes.
Financial Condition

Liquidity and Capital Resources
LG&E had the following at

June 30, 2012 December 31, 2011
Cash and cash equivalel $ 25 8 25

LG&E's cash and cash equivalents position was pifyrine net result of:

« cash provided by operating activities of $160 milli partially offset by
« capital expenditures of $120 million;

« the payment of $31 million of common stock dividendnd

« notes receivable from affiliates of $6 million.

LG&E's cash provided by operating activities desezbby $17 million for the six months ended June2BA2, compared with 2011, primai
due to:

« anetincrease in cash outflows related to workiagjtal, excluding fuel, materials and supplies$®7 million due to the timing of cash
receipts and payments, including an $8 million éase in accounts payable invoices paid on beh#fJodnd an $8 million increase in
tax settlements with LKE

» adecrease in coal consumption resulting from laveail-fired generation due to the mild winter weathnd an increase in combustion
turbine generation that led to an increase of $8lomin coal inventory, along with an increaseprice per ton of coal in comparison to
2011; anc
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. adecrease in net income of $8 million due to usseably mild weather during the first four montfi2012, lower off-system sales and
higher operation and maintenance expenses, adjfstadn-cash effects of $4 million (defined bebefans - expense of $2 million and
other noncash items of $6 million, partially off&st depreciation of $3 million and deferred incotaees and investment tax credits of
million); partially offset by

« adecrease in cash outflows of $42 million due teduction in discretionary defined benefit plamtribbutions and

« adecrease in cash outflows related to accrued @b®15 million primarily due to the timing of grerty tax payments.

LG&E's cash used in investing activities increalsg&208 million for the six months ended June 3,2 compared with 2011, primarily d
to proceeds from the sale of other investmentsl683%nillion in 2011 and an increase in capital exiires of $41 million as a result of
increased environmental spending, primarily relateldndfills, and infrastructure improvements ahgration, distribution, transmission and
gas storage facilities.

LG&E's cash used in financing activities decredse#186 million for the six months ended June 32 compared with 2011, primarily
due to a repayment on a revolving line of credi$d63 million and a net decrease in notes payaltfeaffiliates of $12 million in 2011, alor
with lower common stock dividends paid to LKE ofl$illion in 2012.

Credit Facilities

At June 30, 2012, LG&E's committed borrowing capaunder its credit facilities and the use of thisrowing capacity were:
Committed Letters of Unused
Capacity Borrowed Credit Issued Capacity

Syndicated Credit Facility (¢ $ 400 $ 400

(@) The commitments under LG&E's Syndicated Credit lRg@re provided by a diverse bank group, withame bank and its affiliates providing an aggregat@mitment of
more than 6% of the total committed capacity avdélao LG&E.

LG&E patrticipates in an intercompany money pookagnent whereby LKE and/or KU make available to LG&Eds up to $500 million at
an interest rate based on a market index of comalgraper issues. At June 30, 2012 and Decemhe&2@11, there was no balance
outstanding.

See Note 7 to the Financial Statements for furtisgussion of LG&E's credit facilities.

Rating Agency Actions

Moody's, S&P and Fitch periodically review the dtedtings on the debt securities of LG&E. Basedlteir respective independent reviews,
the rating agencies may make certain ratings @wsor ratings affirmations.

A credit rating reflects an assessment by thegatgency of the creditworthiness associated witlssuer and particular securities that it
issues. The credit ratings of LG&E are based @orimation provided by LG&E and other sources. Tdings of Moody's, S&P and Fitch
are not a recommendation to buy, sell or hold aysties of LG&E. Such ratings may be subjeatetasions or withdrawal by the agencies
at any time and should be evaluated independehtiaah other and any other rating that may be asditp the securities. A downgrade in
LG&E's credit ratings could result in higher boring costs and reduced access to capital markets.

As a result of the passage of the Dodd-Frank Adttha attendant uncertainties relating to the exttewhich issuers of non-asset backed
securities may disclose credit ratings without bewmquired to obtain rating agency consent tortibiision of such disclosure, or
incorporation by reference of such disclosure, iagstrant's registration statement or sectiom)lp(ospectus, LG&E is limiting its credit
rating disclosure to a description of the actialeh by the rating agencies with respect to LG&&timgs, but without stating what ratings
have been assigned to LG&E's securities. Thega@ssigned by the rating agencies to LG&E anskitsirities may be found, without
charge, on each of the respective rating agengg@ssites, which ratings together with all othepinfiation contained on such rating agency
websites is, hereby, explicitly not incorporatedréference in this report.

The rating agencies took the following actionstedao LG&E:
In February 2012, Fitch assigned ratings to LG&Ewly established commercial paper program.

In March 2012, Moody's affirmed the following rajs
« the long-term ratings of the First Mortgage BonalsLIG&E;
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« the issuer ratings for LG&E; and
« the bank loan ratings for LG&E.

Also in March 2012, Moody's and S&P each assighedtserm ratings to LG&E's newly established conueted paper programs.

In March and May 2012, Moody's, S&P and Fitch affid the long-term ratings for LG&E's 2003 Serieandl 2007 Series B pollution
control bonds.

Ratings Triggers

LG&E has various derivative and non-derivative cacts, including contracts for the sale and puretedslectricity, fuel, commodity
transportation and storage and interest rate im&tnis, which contain provisions requiring LG&E wmspadditional collateral, or permitting
the counterparty to terminate the contract, if LG&E&redit rating were to fall below investment gradSee Note 14 to the Financial
Statements for a discussion of "Credit Risk-Rel&edtingent Features," including a discussion effibtential additional collateral that
would have been required for derivative contracta net liability position at June 30, 2012. AhdwB0, 2012, if LG&E's credit ratings had
been below investment grade, the maximum amoubhttB&E would have been required to post as additi@ollateral to counterparties was
$79 million for both derivative and non-derivatisemmodity and commodity-related contracts usedbkigéneration and marketing
operations, gas supply and interest rate contracts.

Capital Expenditures

LG&E has lowered its projected capital spendingZ0t2 by approximately $215 million from the prawsty disclosed $554 million
projection included in LG&E's 2011 Form 10-K. Tlogver projected capital spending is due mainlyht® terminated Bluegrass CTs
acquisition discussed in Notes 6 and 8 to the KiahStatements and the status of environmentggis

Risk Management
Market Risk

See Notes 13 and 14 to the Financial Statementafformation about LG&E's risk management objeciwaluation techniques and
accounting designations.

The forward-looking information presented below\pdes estimates of what may occur in the futursuasng certain adverse market
conditions and model assumptions. Actual futuseiits may differ materially from those presentd@these disclosures are not precise
indicators of expected future losses, but onlydathirs of possible losses under normal market tiondiat a given confidence level.

Commodity Price Risk

LG&E's rates are set by a regulatory commissionthaduel costs incurred are directly recoveraldenfcustomers. As a result, LG&E is
subject to commodity price risk for only a smalkjgan of ongoing business operations. LG&E conducts enewgirig and risk manageme
activities to maximize the value of the physicaets at times when the assets are not requirashte EG&E's or KU's customers. See Note
14 to the Financial Statements for additional disates.

Interest Rate Risk

LG&E issues debt to finance its operations, whigpases it to interest rate risk. LG&E utilizesieais financial derivative instruments to
adjust the mix of fixed and floating interest raitegs debt portfolio when appropriate. Risk limunder LG&E's risk management program
are designed to balance risk, exposure to volatiliinterest expense and changes in the fair vallW€s&E's debt portfolio due to changes in
the absolute level of interest rates.

At June 30, 2012, LG&E's potential annual exposar@creased interest expense, based on a 10%aseie interest rates, was not
significant.

LG&E is also exposed to changes in the fair valligsalebt portfolio. LG&E estimated that a 10%coEase in interest rates at June 30, 2012,
would increase the fair value of its debt portfdip$28 million.
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At June 30, 2012, LG&E had the following interestier hedges outstandir

Effect of a
Fair Value, 10% Adverse
Exposure Net - Asset Movement
Hedged (Liability) (a) in Rates
Economic hedge
Interest rate swaps ( $ 179 $ 63) $ ?3)

(@) Includes accrued intere:

(b) LG&E utilizes various risk management instrumentseduce its exposure to the expected future dashvariability of its debt instruments. Thesekdgsnclude exposure
to adverse interest rate movements for outstandinigble rate debt and for future anticipated foiag. While LG&E is exposed to changes in the failue of these
instruments, any realized changes in the fair vafumich economic hedges are recoverable throughaied rates and any subsequent changes in fag vathese
derivatives are included in regulatory assetsafilities. Sensitivities represent a 10% adversgement in interest rates. The positions outstamet June 30, 2012
mature through 203:

Credit Risk

See Notes 13 and 14 to the Financial StatementésifForm 10-Q and "Risk Management - Energy Manke& Trading and Other - Credit
Risk" in PPL's and LG&E's 2011 Form 10-K for adufital information.

Related Party Transactions

LG&E is not aware of any material ownership intéress operating responsibility by senior managenwnit G&E in outside partnershiy
including leasing transactions with variable ingtrentities, or other entities doing business WiB&E. See Note 11 to the Financ
Statements for additional information on relatetyaansactions.

Environmental Matters

Protection of the environment is a major priority EG&E and a significant element of its businestvéties. Extensive federal, state and
local environmental laws and regulations are applie to LG&E's air emissions, water dischargesthadnanagement of hazardous and solid
waste, among other areas, and the costs of corplianalleged non-compliance cannot be predictéd egrtainty but could be material. In
addition, costs may increase significantly if tequirements or scope of environmental laws or agguis, or similar rules, are expanded or
changed from prior versions by the relevant agenc{@osts may take the form of increased capitaperating and maintenance expenses;
monetary fines, penalties or forfeitures; or otfesstrictions. Many of these environmental law éd@sations are also applicable to the
operations of key suppliers, or customers, suatoabproducers, industrial power users, etc. angimaact the costs for their products or
their demand for LG&E's services. See "ltem l.iBess - Environmental Matters" in LG&E's 2011 FdtfK and Note 10 to the Financial
Statements for a discussion of environmental matter

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements discussion of new accounting guidance adopteganding adoption.

Application of Critical Accounting Policies

Financial condition and results of operations arpacted by the methods, assumptions and estimsgelsinithe application of critical
accounting policies. The following accounting pa@s are particularly important to the financiahddion or results of operations and require
estimates or other judgments of matters inheramttertain: revenue recognition - unbilled revemirie risk management, defined benefits,
asset impairment, loss accruals, AROs, income faekregulatory assets and liabilities. See "l[fenManagement's Discussion and
Analysis of Financial Condition and Results of Ggiems" in LG&E's 2011 Form 10-K for a discussidreach critical accounting policy.
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KENTUCKY UTILITIES COMPANY

Item 2. Management's Discussion and Analysis of incial Condition and Results of Operations

The following should be read in conjunction with i§lCondensed Financial Statements and the accomgadgtes and with KU's 2011
Form 10-K. Capitalized terms and abbreviationsdafined in the glossary. Dollars are in millionsjess otherwise noted.

"Management's Discussion and Analysis of Finarn€@idition and Results of Operations" includes til#ing information:

« "Overview" provides a description of KU and its méss strategy, a summary of Net Income and a skson of certain events
related to KU's results of operations and financ@addition.

« "Results of Operations" provides a summary of Kéimings and a description of factors expectethfzact future earnings. This
section ends with explanations of significant clemnig principal items on KU's Statements of Incoommparing the three and six
months ended June 30, 2012 with the same perio2i3lih.

« "Financial Condition - Liquidity and Capital Resoas" provides an analysis of KU's liquidity positiand credit profile. This
section also includes a discussion of rating agactyns.

« "Financial Condition - Risk Management" provideseaiplanation of KU's risk management programs irejab market and credit
risk.

Overview
Introduction

KU, headquartered in Lexington, Kentucky, is a tatpd utility engaged in the generation, transroissilistribution and sale of electricity, in
Kentucky, Virginia and Tennessee.

Business Strategy
KU's overall strategy is to provide reliable, safel competitively priced energy to its customers.

A key objective for KU is to maintain a strong ditgatrofile through managing financing costs andesscto credit markets. KU continually
focuses on maintaining an appropriate capital &irecand liquidity position.

Financial and Operational Developments

Net Income

Net Income for the three and six months ended 30n2012 was $30 million and $68 million compare&380 million and $88 million for tk
same periods in 2011 representing a 23% decreadegefgix-month period.

See "Results of Operations” for a discussion amdlyais of KU's earnings.

Terminated Bluegrass CTs Acquisition

In September 2011, KU and LG&E entered into antgaseehase agreement with Bluegrass Generatiotihéopurchase of the Bluegrass CTs,
aggregating approximately 495 MW, plus limited a&s$ated contractual arrangements required for oferatf the units, for a purchase price
of $110 million, pending receipt of applicable r&gary approvals. In May 2012, the KPSC issuedmer approving the request to purchase
the Bluegrass CTs. Also in May 2012, the FERCeadsan order conditionally authorizing the acquisitof the Bluegrass CTs, subject to
approval by the FERC of satisfactory mitigation sweas to address markgdwer concerns. After a review of potentially dable mitigatior
options, KU and LG&E determined that the optiongeueot commercially justifiable. In June 2012, Kbld LG&E terminated the asset
purchase agreement for the Bluegrass CTs in acooedaith its terms and made applicable filings wite KPSC and FERC. KU and LG&E
are currently assessing the impact of the Bluegrastact termination and potential future generatiapacity options.
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NGCC Constructiol

In September 2011, KU and LG&E filed a CPCN witk KiPSC requesting approval to build a 640 MW NGE@ea existing Cane Run ple
site in Kentucky. In May 2012, the KPSC issuedsder approving the request. Subject to finalizingtracting agreements and permitting
activities, construction is expected to begin ii2@nd be completed during 2015. The project, whicludes building a natural gas supply
pipeline and related transmission projects, hasséimated cost of approximately $600 million ($4@illion for KU and up to $130 million
for LG&E).

In conjunction with this construction and to meewn stricter federal EPA regulations with a 201mptiance date, KU and LG&E anticipate
retiring six older coal-fired electric generatingits at the Cane Run, Green River and Tyrone plartih have a combined summer capacity
rating of 797 MW. The Cane Run and Green Rivef ao#s are anticipated to remain operational uhi#él NGCC generation and associated
transmission project is completed.

Commercial Paper

In February 2012, KU established a commercial papegram for up to $250 million to provide an adififal financing source to fund its
short-term liquidity needs. Commercial paper iss@s will be supported by KU's Syndicated Creddilfg. KU had no commercial paper
outstanding at June 30, 2012.

Results of Operations

The following discussion provides a summary of Kébsnings and a description of factors that manageexpects may impact future
earnings. This section ends with "Statement obtme Analysis," which includes explanations of diigaint changes in principal items on
KU's Statements of Income, comparing the threesanthonths ended June 30, 2012 with the same peo2i011.

The results for interim periods can be dispropodiely influenced by numerous factors and developsand by seasonal variations. As
such, the results of operations for interim periddsiot necessarily indicate results or trenddHeryear or future periods.

Earnings
Net Income for the periods ended June 30

Three Months Six Months
2012 2011 2012 2011

Net Income $ 30 $ 30 $ 68 $ 88

The changes in the components of Net Income betiese periods were due to the following factofsictv reflect reclassifications for iter
included in margins.

Three Months Six Months

Margin $ 5% 12)
Other operation and maintenar 2 (6)
Depreciatior (2) 3)
Taxes, other than incon 2) )
Other 1 1
Other Income (Expens- net (5) (@)
Income Taxe: 10
Total $ $ (20)

« See "Statement of Income Analysis - Margins - Clearig Non-GAAP Financial Measures" for an explaratf margins.

« Higher other operation and maintenance for thexsaxith period primarily due to a $6 million credicorded in 2011 to establish a
regulatory asset related to 2009 storm c«

« Higher other income (expense) - net for the threksix-month periods primarily due to equity loskesn an unconsolidated affiliate.
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« Lower income taxes for the six-month period pridyatiue to the change in pre-tax income.

Outlook

KU projects lower earnings in 2012 compared with20as margin increases are not expected to affgrating expense increases, including
depreciation. Actual results will be dependentlaneffects of the economy and the impact of weatheetail sales among other variables.

In June 2012, KU filed a request with the KPSCdnrincrease in annual base electric rates of appatgly $82 million. The proposed base
electric rate increase would result in a 6.5% iasecover KU's present rate and would be effectivianuary 2013. KU's application includes
a request for authorized return-on-equity of 11&dhearing on these matters is expected to be stdbduring the fourth quarter of

2012. KU cannot predict the outcome of this proaeg

Earnings in 2012 are subject to various risks arzkrtainties. See "Forward-Looking Informatiomg trest of this Item 2, Notes 6 and 10 to
the Financial Statements in this Form 10-Q andWlie Business" and "ltem 1A. Risk Factors" in KRGE1 Form 10-K for a discussion of
the risks, uncertainties and factors that may irhfgare earnings.

Statement of Income Analysis --

Margins

Non-GAAP Financial Measure

The following discussion includes financial infortioa prepared in accordance with GAAP, as well asGAAP financial measure,
"Margins." Margins is not intended to replace "Cyigrg Income," which is determined in accordancia AAP as an indicator of overall
operating performance. Other companies may u$erelift measures to analyze and to report on thitses their operations. Margins is a
single financial performance measure of KU's openat In calculating this measure, utility revesia®d expenses associated with approved
cost recovery tracking mechanisms are offset. &@heschanisms allow for recovery of certain expenstsrns on capital investments
associated with environmental regulations and perdmce incentives. Certain costs associated Wwithet mechanisms, primarily ECR and
DSM, are recorded as "Other operation and maintiaand "Depreciation”. As a result, this measapresents the net revenues from KU's
operations. This performance measure is usednjunction with other information, internally byréer management to manage operations
and analyze actual results compared to budget.

Reconciliation of NoriGAAP Financial Measures

The following tables reconcile "Operating Income™Margins" as defined by KU for the periods endade 30.

2012 Three Months 2011 Three Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenue $ 374 $ 374 $ 366 $ 1 $ 365

Operating Expense

Fuel 123 123 124 124
Energy purchase 29 29 25 25
Other operation and maintenar 12 $ 86 98 12 88 100
Depreciatior 12 36 48 12 35 47
Taxes, other than incon 6 6 4 4
Total Operating Expensi 176 128 304 173 127 300
Total $ 198 $ (128 $ 70 $ 193 $ (128 $ 65
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2012 Six Months 2011 Six Months

Operating Operating

Margins Other (a) Income (b) Margins Other (a) Income (b)
Operating Revenue $ 754 $ 754 $ 771 $ 771

Operating Expense

Fuel 247 247 254 254
Energy purchase 58 58 60 60
Other operation and maintenar 25 % 168 193 22 % 162 184
Depreciatior 24 72 96 23 69 92
Taxes, other than incon 12 12 9 9
Total Operating Expens 354 252 606 359 240 599
Total $ 400 $ (252 $ 148 $ 412 $ (240 $ 172

(@) Represents amounts excluded from Marg
(b) As reported on the Statement of Incol

Changes in NoiGAAP Financial Measures

Margins increased by $5 million and decreased (illion during the three and six months endedeJ8®, 2012, compared with the same
periods in 2011. The positive impact during thee¢amonth period primarily resulted from $4 milliohhigher retail margins, as volumes
were impacted by increases in production levetoate of KU's larger industrial customers and wanweather during the three months
ended June 30, 2012. Total cooling degree daysased 2% compared to the same period in 2011.nddetive impact during the simentr
period primarily resulted from $12 million of lowestail margins, as volumes were impacted by umsedsdy mild weather during the first
four months of 2012. Total heating degree daysedsed 21% compared to the same period in 2011.

Other Operation and Maintenance

The increase (decrease) in other operation andtemgince expense for the periods ended June 30, @@hpared with 2011, was due

Three Months Six Months

Distribution maintenance (i $ 7
Other $ (2) 2
Total $ 2 3% 9

(a) Higher distribution maintenance primarily due t§@million credit to establish a regulatory asbet tvas recorded in the first quarter of 2011 eslab 2009 storm cosl
Other Income (Expense) - net

The increase (decrease) in Other Income (Expenséhéd periods ended June 30, 2012, compared With,2vas due to:

Three Months Six Months

Equity losses from an unconsolidated affili $ 4 % (6)
Other 1) 1)
Total $ O @)

Income Taxes

Income taxes decreased by $10 million for the gixtins ended June 30, 2012, compared with 2011 apiindue to the change in pre-tax
income.

See Note 5 to the Financial Statements for additiorformation on income taxes.

Financial Condition

Liquidity and Capital Resources

KU had the following at
June 30, 201: December 31, 201.

Cash and cash equivalel $ 3 3 31
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The $28 million decrease in KU's cash and cashvetgrits position was the net result of:

« capital expenditures of $203 million and

« the payment of $48 million of common stock dividenpgartially offset by
. cash provided by operating activities of $217 milliand

« notes payable with affiliates of $6 million.

KU's cash provided by operating activities increbisg $32 million for the six months ended JuneZ,2, compared with 2011, primarily
due to a decrease in cash outflows of $27 millioa tb a reduction in discretionary defined bengfih contributions.

KU's cash used in investing activities increase@by2 million for the six months ended June 30,2@bmpared with 2011, due to an
increase in capital expenditures of $102 millioraassult of increased environmental spending, gmilgnrelated to landfills, and
infrastructure improvements at generation, distitsuand transmission facilities.

KU's cash used in financing activities decrease®38/million for the six months ended June 30, 2@bMnpared with 2011, primarily due to
lower common stock dividends paid to LKE of $20liofl in 2012 and a higher notes payable with affés.

Credit Facilities

At June 30, 2012, KU's committed borrowing capaaitger its credit facilities and the use of thisrbwing capacity were:

Committed Letters of Unused
Capacity Borrowed Credit Issued Capacity
Syndicated Credit Facilit $ 400 $ 400
Letter of Credit Facility 198 $ 198
Total Credit Facilities (a $ 598 $ 198 $ 400

(@) The commitments under KU's credit facilities areviled by a diverse bank group, with no one barnkitmaffiliates providing an aggregate commitmefinore than 19¢
of the total committed capacity available to k

KU participates in an intercompany money pool agreet whereby LKE and/or LG&E make available to Kihds up to $500 million at an
interest rate based on a market index of commepaijaér issues. At June 30, 2012, KU owed $6 miliind at December 31, 2011, there was
no balance outstanding.

See Notes 7 and 11 to the Financial Statemenfsiffitier discussion of KU's credit facilities.

Rating Agency Actions

Moody's, S&P and Fitch periodically review the dtedtings on the debt securities of KU. Basedhmir respective independent reviews,
rating agencies may make certain ratings revisiwnatings affirmations.

A credit rating reflects an assessment by thegatency of the creditworthiness associated wittssurer and particular securities that it
issues. The credit ratings of KU are based orrinédion provided by KU and other sources. Thengatiof Moody's, S&P and Fitch are not a
recommendation to buy, sell or hold any securitie)sU. Such ratings may be subject to revisions/ithdrawal by the agencies at any time
and should be evaluated independently of each atiany other rating that may be assigned todabergies. A downgrade in KU's credit
ratings could result in higher borrowing costs asluiced access to capital markets.

As a result of the passage of the Dodd-Frank Adttha attendant uncertainties relating to the exttewhich issuers of non-asset backed
securities may disclose credit ratings without bemuired to obtain rating agency consent torkiision of such disclosure, or
incorporation by reference of such disclosure, iagstrant's registration statement or sectiomllp(ospectus, KU is limiting its credit rating
disclosure to a description of the actions takethieyrating agencies with respect to KU's ratitgs,without stating what ratings have been
assigned to KU's securities. The ratings assidpyetie rating agencies to KU and its securities tmajound, without charge, on each of the
respective rating agencies' websites, which ratiogsther with all other information contained aitls rating agency websites is, hereby,
explicitly not incorporated by reference in thipoet.
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The rating agencies took the following actionstedlao KU:
In February 2012, Fitch assigned ratings to KUisIpestablished commercial paper program.

In March 2012, Moody's affirmed the following rajs

« the long-term ratings of the First Mortgage BonaiskU;
« theissuer ratings for KU; and

« the bank loan ratings for KU.

Also in March 2012, Moody's and S&P each assigmedtgerm ratings to KU's newly established comratgaper programs.

Ratings Triggers

KU has various derivative and non-derivative cartsaincluding contracts for the sale and purcludisdectricity, fuel, and commodity
transportation and storage, which contain provisi@guiring KU to post additional collateral, orpéting the counterparty to terminate the
contract, if KU's credit rating were to fall belamvestment grade. See Note 14 to the Financiaé®ents for a discussion of "Credit Risk-
Related Contingent Features," including a discussfdhe potential additional collateral that woblalve been required for derivative contr
in a net liability position at June 30, 2012. Ahé 30, 2012, if KU's credit ratings had been belovestment grade, the maximum amount
that KU would have been required to post as adwitioollateral to counterparties was $21 milliontfoth derivative and non-derivative
commodity and commodity-related contracts usedkigéneration and marketing operations.

Capital Expenditures

KU has lowered its projected capital spending fat2by approximately $110 million from the previbudisclosed $656 million projection
included in KU's 2011 Form 10-K. The lower progticapital spending is due mainly to the termin&kegrass CTs acquisition discussed
in Notes 6 and 8 to the Financial Statements a@dtéitus of environmental projects.

Risk Management

Market Risk

See Notes 13 and 14 to the Financial Statementafforation about KU's risk management objectiwedyation techniques and accounting
designations.

The forward-looking information presented below\pdes estimates of what may occur in the futureyasng certain adverse market
conditions and model assumptions. Actual futusalits may differ materially from those present@these disclosures are not precise
indicators of expected future losses, but onlydathirs of possible losses under normal market tiondiat a given confidence level.
Commodity Price Risk

KU's rates are set by regulatory commissions aeduél costs incurred are directly recoverable faurstomers. As a result, KU is subject to
commodity price risk for only a small portion of-going business operations. KU conducts energirtgegand risk management activities to
maximize the value of the physical assets at tiwlesn the assets are not required to serve KU'G&H's customers. See Note 14 to the
Financial Statements for additional disclosures.

Interest Rate Risk

KU issues debt to finance its operations, whichosgs it to interest rate risk. At June 30, 201@;sKpotential annual exposure to increased
interest expense, based on a 10% increase inshi@ates, was not significant.

KU is also exposed to changes in the fair valugsadebt portfolio. KU estimated that a 10% deseeim interest rates at June 30, 2012, w
increase the fair value of its debt portfolio byl $illion.
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Credit Risk

See Notes 13 and 14 to the Financial Statemeittgsif-orm 10-Q and "Risk Management - Energy Manke& Trading and Other - Credit
Risk" in PPL's and KU's 2011 Form 10-K for addigbmformation.

Related Party Transactions

KU is not aware of any material ownership inter@sbperating responsibility by senior managemen€dfin outside partnerships, including
leasing transactions with variable interest ergjta other entities doing business with KU. Se#eNL1 to the Financial Statements for
additional information on related party transacsion

Environmental Matters

Protection of the environment is a major priority KU and a significant element of its businessvés. Extensive federal, state and local
environmental laws and regulations are applicablU's air emissions, water discharges and the gemant of hazardous and solid waste,
among other areas, and the costs of complianckkeged non-compliance cannot be predicted withadety but could be material. In
addition, costs may increase significantly if teguirements or scope of environmental laws or aguis, or similar rules, are expanded or
changed from prior versions by the relevant agenc{@osts may take the form of increased capitaperating and maintenance expenses;
monetary fines, penalties or forfeitures; or otfestrictions. Many of these environmental law éd@sations are also applicable to the
operations of key suppliers, or customers, suavabkproducers, industrial power users, etc. anglimpact the costs for their products or
their demand for KU's services. See "ltem 1. Bessn Environmental Matters” in KU's 2011 Form 1@4id Note 10 to the Financial
Statements for a discussion of environmental matter

New Accounting Guidance

See Notes 2 and 18 to the Financial Statements dascussion of new accounting guidance adopteganding adoption.

Application of Critical Accounting Policies

Financial condition and results of operations arpdcted by the methods, assumptions and estimseelsinithe application of critical
accounting policies. The following accounting p@s are particularly important to the financiahddion or results of operations and require
estimates or other judgments of matters inheramttertain: revenue recognition - unbilled revemirie risk management, defined benefits,
asset impairment, loss accruals, AROs, income farekregulatory assets and liabilities. See "l[fenManagement's Discussion and
Analysis of Financial Condition and Results of Gqiiems"” in KU's 2011 Form 10-K for a discussioreath critical accounting policy.
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PPL Corporation
PPL Energy Supply, LLC
PPL Electric Utilities Corporation
LG&E and KU Energy LLC
Louisville Gas and Electric Company
Kentucky Utilities Company

Iltem 3. Quantitative and Qualitative Disclosures AboutMarket Risk

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

Item 4. Controls and Procedures

€)) Evaluation of disclosure controls g@ndcedures.

PPL Corporation, PPL Energy Supply, LLC, PPL Electric Utilities Corporation, LG&E and KU Energy LLC, L ouisville Gas and
Electric Company, and Kentucky Utilities Company

The registrants' principal executive officers amnidgipal financial officers, based on their evaloatof the registrants' disclosure
controls and procedures (as defined in Rules 13a)1# 15d-15(e) of the Securities Exchange Act284) have concluded that, as
of June 30, 2012, the registrants' disclosure oténd procedures are effective to ensure thagnmbinformation relating to the
registrants and their consolidated subsidiarieedsrded, processed, summarized and reported withitime periods specified by
the SEC's rules and forms, particularly duringgkeod for which this quarterly report has beerppred. The aforementioned
principal officers have concluded that the disctestontrols and procedures are also effective somenthat information required to
be disclosed in reports filed under the Exchangei\accumulated and communicated to managemeidimg the principal
executive and principal financial officers, to alior timely decisions regarding required discl@sur

(b) Change in internal controls over fin&l reporting.
PPL Corporation

The registrant's principal executive officer anthpipal financial officer have concluded that therere no changes in the registrant's
internal control over financial reporting duringetregistrant's second fiscal quarter that have na#iyeaffected, or are reasonably
likely to materially affect, the registrant's imet control over financial reporting.

As reported in the 2011 Form 10-K, PPL's princiadcutive officer and principal financial officesricluded that a systems
migration related to the WPD Midlands acquisitiseated a material change to its internal contrer dinancial

reporting. Specifically, on December 1, 2011, uke of legacy information technology systems at VWWH8lands was discontinued
and the related data, processes and internal ¢®@miave migrated to the systems, processes andotontirrently in place at PPL
WW.

Risks related to the system migration were paytialitigated by PPL's expanded internal control direncial reporting that were
implemented subsequent to the acquisition and RIissing policy of consolidating foreign subsidésr on a one-month lag, which
provided management additional time for review andlysis of WPD Midlands' results and their incogpion into PPL's
consolidated financial statements.

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

The registrants' principal executive officers anidigpal financial officers have concluded thatrtheere no changes in the

registrants' internal control over financial repogtduring the registrants' second fiscal quatiat have materially affected, or are
reasonably likely to materially affect, the regasits' internal control over financial reporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

For additional information regarding various pemgadministrative and judicial proceedings involviegulatory, environmental and other
matters, which information is incorporated by refeze into this Part Il, see:

« "ltem 3. Legal Proceedings" in each RegistrantklZBorm 10-K; and
« Notes 5, 6 and 10 to the Financial Stateme

Item 1A. Risk Factors

There have been no material changes in the Regfistrésk factors from those disclosed in "ltem Bisk Factors" of the 2011 Form 10-K.

Iltem 4. Mine Safety Disclosures

Not applicable
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Item 6. Exhibits

The following Exhibits indicated by an asteriskqading the Exhibit number are filed herewith. Tadance of the Exhibits have heretofore
been filed with the Commission and pursuant to R2i)-32 are incorporated herein by referencehiltits indicated by a [ ] are filed or
listed pursuant to Item 601(b)(10)(iii) of RegutatiS-K.

*4(a) - Amendment No. 7 to PPL Employee Stock Ownership,Rlated May 30, 201
*4(b) - Amendment No. 8 to PPL Employee Stock Ownership,Rlated July 17, 201
4(c) - Supplemental Indenture No. 8, dated as of Jun2d®, among PPL Capital Funding, Inc., PPL Corpanadand The

Bank of New York Mellon (as successor to JPMorgaage Bank, N. A. (formerly known as The Chase M#aha
Bank)), as Trustee (Exhibit 4(b) to PPL Corporatimrm ¢-K Report (File No. -11459) dated June 14, 201
[ ]10(a) - PPL Corporation 2012 Stock Incentive Plan (AnnetoA°roxy Statement of PPL Corporation, dated ARr2012)

*10(b) - Uncommitted Line of Credit Letter Agreement, dagesdof July 1, 2012, between PPL Energy Supply, Lth€ Borrower,
and Banco Bilbao Vizcaya Argentaria, S.A., the B

*10(c) - Reimbursement Agreement, dated as of July 1, 28dt%yeen PPL Energy Supply, LLC and Banco Bilbaccsya
Argentaria, S.A

*[_]10(d) - PPL Corporation Executive Severance Plan, effeas/ef July 26, 201

*10(e) - Letter of Credit Issuance and Reimbursement Agreéndated as of July 27, 2012, between PPL Eneuogpl8, LLC and
Canadian Imperial Bank of Commerce, New York Age

*12(a) - PPL Corporation and Subsidiaries Computation ofdRaftEarnings to Combined Fixed Charges and PredeBtock
Dividends

*12(b) - PPL Energy Supply, LLC and Subsidiaries ComputatibRatio of Earnings to Fixed Charc

*12(c) - PPL Electric Utilities Corporation and Subsidiar@smputation of Ratio of Earnings to Combined Fi¥thrges and
Preferred Stock Dividenc

*12(d) - LG&E and KU Energy LLC and Subsidiaries ComputatidriRatio of Earnings to Fixed Charg

*12(e) - Louisville Gas and Electric Company ComputatiofRatio of Earnings to Fixed Charg

*12(f) - Kentucky Utilities Company Computation of RatioEdirnings to Fixed Charg:

Certifications pursuant to Section 302 of the Saeis®xley Act of 2002, for the quarterly period endeid 30, 2012, filed by the following
officers for the following companie

*31(a) - PPL Corporation's principal executive offic

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

*31(c) - PPL Energy Supply, LLC's principal executive offi

*31(d) - PPL Energy Supply, LLC's principal financial offic

*31(e) - PPL Electric Utilities Corporation's principal exgive officer
*31(f) - PPL Electric Utilities Corporation's principal fineial officer
*31(g) - LG&E and KU Energy LLC's principal executive offic

*31(h) - LG&E and KU Energy LLC's principal financial offic

*31(i) - Louisville Gas and Electric Company's principal @xase officer
*31(j) - Louisville Gas and Electric Company's principakficial officer
*31(K) - Kentucky Utilities Company's principal executivdioér

*31(1) - Kentucky Utilities Company's principal financiafficer
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Certifications pursuant to Section 906 of the Saes®xley Act of 2002, for the quarterly period endedd 30, 2012, furnished by the

following officers for the following companie

*32(a)
*32(b)
*32(c)
*32(d)
*32(e)
*32(f)
*32(g)
*32(h)
*32(i)
*32())
*32(Kk)
*32(1)

101.INS

101.SCH
101.CAL
101.DEF
101.LAB

101.PRE

- PPL Corporation's principal executive offic

- PPL Corporation's principal financial offic

- PPL Energy Supply, LLC's principal executive offi

- PPL Energy Supply, LLC's principal financial offic

- PPL Electric Utilities Corporation's principal exgive officer

- PPL Electric Utilities Corporation's principal fineial officer

- LG&E and KU Energy LLC's principal executive offic

- LG&E and KU Energy LLC's principal financial offic

- Louisville Gas and Electric Company's principal @xése officer
- Louisville Gas and Electric Company's principakficial officer
- Kentucky Utilities Company's principal executivdioér

- Kentucky Utilities Company's principal financiafficer

- XBRL Instance Document for PPL Corporation, PPLiggeSupply, LLC, PPL Electric Utilities CorporatiophG&E and
KU Energy LLC, Louisville Gas and Electric Compaayd Kentucky Utilities Compar

-XBRL Taxonomy Extension Schema for PPL Corporat®Rl. Energy Supply, LLC, PPL Electric Utilities @aration,
LG&E and KU Energy LLC, Louisville Gas and Electmmpany and Kentucky Utilities Compa

- XBRL Taxonomy Extension Calculation Linkbase forlRPorporation, PPL Energy Supply, LLC, PPL Electdtlities
Corporation, LG&E and KU Energy LLC, Louisville Gasd Electric Company and Kentucky Utilities Comp

-XBRL Taxonomy Extension Definition Linkbase for PRlorporation, PPL Energy Supply, LLC, PPL Electidlities
Corporation, LG&E and KU Energy LLC, Louisville Gasd Electric Company and Kentucky Utilities Comp

- XBRL Taxonomy Extension Label Linkbase for PPL Gugiion, PPL Energy Supply, LLC, PPL Electric Ui#s
Corporation, LG&E and KU Energy LLC, Louisville Gaad Electric Company and Kentucky Utilities Comp
-XBRL Taxonomy Extension Presentation Linkbase fet.’Zorporation, PPL Energy Supply, LLC, PPL Electdtilities
Corporation, LG&E and KU Energy LLC, Louisville Gaad Electric Company and Kentucky Utilities Comp
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrants have duly catlsedeport to be signed on their behalf
by the undersigned thereunto duly authorized. Sipeature for each undersigned company shall bemeéedo relate only to matters having
reference to such company or its subsidiaries.

PPL Corporation
(Registrant’

PPL Energy Supply, LLC
(Registrant

Date: August 8, 2012 /sl Vincent Sorg
Vincent Sorgi
Vice President and Controll
(Principal Accounting Officer

PPL Electric Utilities Corporation
(Registrant’

Date: August 8, 2012 /s/ Vincent Sorg
Vincent Sorgi
Vice President an
Chief Accounting Office
(Principal Financial and Accounting Office

LG&E and KU Energy LLC
(Registrant’

Louisville Gas and Electric Company
(Registrant

Kentucky Utilities Company
(Registrant

Date: August 8, 2012 /sl Kent W. Blake
Kent W. Blake
Chief Financial Office
(Principal Financial Officer and Principal
Accounting Officer)
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AMENDMENT NO. 7
T0
PPL EMPLOYEE STOCK OWNERSHIP PLAN

Exhibit 4(a

WHEREAS, PPL Services Corporation (“PPL") has addpghe PPL Employee Stock Ownership Plan (“Plaff§céive January 1,
2000; and

WHEREAS, the Plan was amended and restated effegéinuary 1, 2002, and subsequently amended by dxment No. 1,
2,3,4,5, and 6; and

NOW, THEREFORE, the

Plan is hereby amended asvsllo

|. Effective June 23, 2011, Appendix A is amendecktras follows

PPL Services Corporatic

PPL Electric Utilities Corporatio
PPL EnergyPlus, LL(

PPL Generation, LL(

PPL Brunner Island, LL(

PPL Holtwood, LLC

PPL Martins Creek, LL(

PPL Montour, LLC

PPL Susquehanna, LL
PPLSolutions, LLC

PPL Telcom, LLC

Lower Mount Bethel Energy, LL!
PPL Edgewood Energy, LL
PPL Maine, LLC

PPL Wallingford Energy, LL(
PPL Development Company, LL
PPL Global, LLC

PPL Energy Services Group, LL
PPL Interstate Energy Compa
PPL Strategic Development, LL
PPL EnergyPlus Retail, LL

Appendix A

Participating Company

Effective Date

July 1, 200(
January 1, 197
July 14, 199¢
July 1, 200(
July 1, 200(
July 1, 200(
July 1, 200(
July 1, 200(
July 1, 200(
January 1, 200
February 5, 200
September 30, 20(C
April 1, 2003
April 1, 2003
April 1, 2003
January 1, 200
January 1, 200
September 25, 20(
January 1, 200
January 1, 201
June 23, 201




II.  Except as provided in this Amendment Npalf other provisions of the Plan shall remairiuith force and effect.

IN WITNESS WHEREOF, this Amendment No. 7 is exeduthis day of , 2012,

PPL SERVICES CORPORATIO

By:

Stephen R. Russo
Vice President-Human Resources
and Service




Exhibit 4(b]

AMENDMENT NO. 8
T0
PPL EMPLOYEE STOCK OWNERSHIP PLAN

WHEREAS, PPL Services Corporation (“PPL") has addpghe PPL Employee Stock Ownership Plan (“Plaff§céive January 1,
2000; and

WHEREAS, the Plan was amended and restated effegéinuary 1, 2002, and subsequently amended by dxment No. 1,
2,3,4,5,6and 7; and

NOW, THEREFORE, the Plan is hereby amended aswsllo

|. Effective May 30, 2012, Article I, Section 8.1 im@nded to read as follow

ARTICLE |
ADMINISTRATION
8.1 Administration by Employee Benefit Rin Board.
€)) The Plan shall be administered b¥amployee Benefit Plan Board, consisting of not fethan three persons. Members of

the Employee Benefit Plan Board shall be appoifr@u time to time by the Board of Directors of PBbrporation and shall serve at the
pleasure of the Board of Directors of PPL Corporati Vacancies shall be filled in the same maneapgointments. Any member of the

Employee Benefit Plan Board may resign by delivganwritten resignation to the Board of Directordmthe Secretary of the Employee
Benefit Plan Board effective upon delivery or ay ather future date specified therein.

Il. Except as provided in this Amendment No. 8, alkotprovisions of the Plan shall remain in full ferend effect

IN WITNESS WHEREOF, this Amendment No. 8 is exedutsds day of , 2C

Employee Benefit Plan Boa

By:
Karla A. Durn
Chair— Employee Benefit Plan Boa



Exhibit 10(b

EXECUTION VERSION

UNCOMMITTED LINE OF CREDIT LETTER AGREEMENT
dated as of

July 1, 2012

PPL ENERGY SUPPLY, LLC
Two North Ninth Street (GENTW14)
Allentown, PA 18101-1179

Ladies and Gentlemen:

We take pleasure in advising you that we are peghty extend to you, on an uncommitted basis, théitcfacilities described belo
subject to and on the terms and conditions set farthis Uncommitted Line of Credit Letter Agreeméthis " Agreement):

Definitions:
Borrower:

Bank:

Type and Amoun
of Facility:

Availability
Period:

Procedure for Letter
of Credit:

Purpose

Final Maturity Date:

Reimbursement

Interest:

Capitalized terms shall have the meaning specifaeéin includincExhibit A hereto.
PPL Energy Supply, LLC, a Delaware limited lialyiltompany (th¢* Borrower™).

Banco Bilbao Vizcaya Argentaria, S.A. (the “ Bafk For purposes of this Agreement,
Bank is acting through its New York branch (* Branch”).

Uncommitted revolving letter of credit facility @n aggregate principal amount not to ex
$100,000,000 (the " Facility Amoufit at any one time outstanding. Under the linerefdit
the Borrower may obtain letters of credit (eachLatter of Credit’). No Letter of Credit she
be issued if, after giving effect thereto (i) thggeegate unpaid principal amount of
unreimbursed drawings under Letters of Credit [gli)sthe aggregate amount then avail
for drawing under all Letters of Credit would exddbe Facility Amount

On or prior to the date that is 30 days prior te Einal Maturity Date or, if such date is n
Business Day, the next following Business Day (tExpiry Date").

Without limiting the uncommitted nature of the f&@s described herein, Letters of Cre
may be issued on any Business Day upon the givirigree (3) Business Days prior writ
notice to the Bank stating the date, amount, etipitadate and beneficiary of such Lette
Credit, together with all other particulars necegda complete such Letter of Credit and
drawing certificate to be attached thereto. Thewm of each Letter of Credit shall not be
than the Minimum Amount. The Bank may issue thetdrst of Credit or arrange for i
issuance thereof by another banking institutioactELetter of Credit must be in form ¢
substance satisfactory to the Bank (in its solerdigon) and, unless otherwise agreed to b
Bank, expire no later than the Expiry Date or gflier, on the first anniversary of the issue
of such Letter of Credit. In addition to the foregp the Borrower shall have executed
delivered to the Bank a reimbursement agreemerstaatially in the form of Exhibit Ethe “
Reimbursement Agreemefit and such applications (each, an “ Applicatib@nd, togethe
with the Reimbursement Agreement, the “ Letter oédit Documents) as the Bank sh
require in connection with each such Letter of @re

General corporate purpos:

The third anniversary of the date hereof or, iflsutate is not a Business Day, the |
following Business Day (or such later date as tlemlBmay agree in writing in its s
discretion) (the" Final Maturity Date”).

Reimbursement of drawings under Letters of Creldillshe made in accordance with
Reimbursement Agreemel

Interest on unreimbursed drawings under any LetteCredit shall accrue and be payabl
accordance with the Reimbursement Agreern



Fees:

Computatior
Basis:

Representations and Warranties:

Conditions to Effectiveness:

Conditions to each Issuance
Letters of Credit

As agreed by the parties in connection with eadtet ef Credit.

Interest, fees and other charges accruing on aapeum basis shall be computed on
number of days actually elapsed on the basis 60-day year

The Borrower hereby makes to the Bank the repratiens and warranties made by it
“Borrower” in Article V of the $3,000,000,000 Revolving Credigreement dated as
October 19, 2010 by and among PPL Energy Suppl\;,Las Borrower, the Lenders pe
thereto and Wells Fargo Bank, National Associat@as,Administrative Agent (as amenc
restated, supplemented or otherwise modified to date hereof, the ‘Syndicated Crec
Agreement”). Such representations and warranties are incorgbrhtzeto by referen
mutatis mutandis as if fully set forth herein. Such representatiamsl warranties shall

deemed made as of each date an Application is $tgoh@ind as of each date a Letter of C
is issued, except to the extent that such reprasens and warranties specifically refer tc
earlier date, in which case they were true andecbias of such earlier date and except fo
representations in Section 5.04(c), Section 5.06¢tih 5.15 and Section 5.16 of

Syndicated Credit Agreement (as incorporated hgreihich shall be deemed only to relat
the matters referred to therein on and as of the ldereof

This Agreement shall be effective as of the dateedfe subject to the satisfaction of
following conditions preceder

0] Each of this Agreement and the Reimbursement Ageeéshall have be:
duly authorized, executed and delivered by thegmthereto

(i) There shall exist no Default or Event of Defa

(iii) All representations and warranties tained herein shall be true and cor

in all respects, except to the extent that suchesgmtations and warrant
specifically refer to an earlier date, in which &dlsey were true and corr
as of such earlier date and except for the reptatens in Section 5.04(
Section 5.06, Section 5.15 and Section 5.16 of $lyadicated Crec
Agreement (as incorporated herein), which shalié&emed only to relate
the matters referred to therein on and as of the liereof; ani

(iv) The Bank shall have received a certificate fromBlerower dated the de¢
hereof, signed by a duly authorized officer of Barower, substantially
the form of Exhibit C, with apprgriate insertions, together with copies
the charter documents of the Borrower and the sacgsesolutions of ti
Borrower and other documents referred to in suctificate.

The facilities described herein are uncommitted amigt available to the Borrower under s
conditions and on such terms as may be satisfatbotiye Bank. In any event, the Bank "
not issue Letters of Credit until the following ditions have been me

0] After giving effect to the Letter of Credit beingquested, (i) the aggreg
unpaid principal amount of all unreimbursed drawingnder Letters
Credit plus(ii) the aggregate amount then available for drgwimder a
Letters of Credit shall not exceed the Facility Amg

(i) Immediately before and after giving effect to sudtter of Credit, thel
shall exist no Default or Event of Defat
(iii) All representations and warranties taimed herein shall be true ¢

correct, except to the extent that such repredentatand warrantit
specifically refer to an earlier date, in which edlsey were true and corr
as of such earlier date and except for the reptatens in Section 5.04(
Section 5.06, Section 5.15 and Section 5.16 of $lyadicated Crec
Agreement (as incorporated herein), which shaliéemed only to relate
the matters referred to therein on and as of the liereof

(iv) The Bank shall have received and accepted a duhplsted Application i
respect of such Letter of Credit, signed by an entkd officer of th
Borrower (which authority shall have been previgusrtified to the Bar
in writing); and

(v) Such Letter of Credit shall be satisfactory in foamd substance to st
Bank.

The Bank will not issue any Letter of Credit if: yaorder, judgment or decree of :
governmental authority shall by its terms purporenjoin or restrain the Bank from issu
such Letter of Credit, or any requirement of lawplagable to the Bank or any reques
directive (whether or not having the force of laf®m any governmental authority w
jurisdiction over the Bank shall prohibit, or regu¢hat the Bank refrain from, the issuanc



Covenants:

Events of Default:

Remedies:

Cash Collateral:

Other Incorporated Provisions:

letters of credit generally or such Letter of Ctediparticular or shall impose upon the B
with respect to such Letter of Credit any restoiatireserve or capital requirement (for wi
the Bank is not otherwise compensated hereundér)nneffect on the date hereof, or s
impose upon the Bank any unreimbursed loss, costmense which was not applicable or
date hereof and which the Bank in good faith desraterial to it.

Until all commitments to issue Letters of Credftdny) have been terminated and all of
Obligations have been satisfied in full, the Boreswshall perform the covenants that app!
it as “Borrower”under Article VI of the Syndicated Credit AgreemeBtuch covenants ¢
incorporated herein by referenoeitatis mutandis as if fully set forth herein, provided that
Section 6.07(aa) shall permit the granting of Lidas defined in the Syndicated Cri
Agreement) to the Administrative Agent in accordamdth the terms of the Syndicated Cr
Agreement, (ii) the first sentence of Section 6o0@6he Syndicated Credit Agreement shal
excluded for purposes hereof, (iii) the Borrowealslhe deemed to have complied with
obligations set forth in Section 6.01 of the Syatkd Credit Agreement as long as it del
the requisite information in accordance with thene of such Section 6.01, (iv) reference
Sections of the Syndicated Credit Agreement that iacorporated by reference in 1
Agreement shall be deemed references to such 8samso incorporated herein, and (v
purposes of this Agreement, a new Section 6.07¢hb)l be added at the end of Section
of the Syndicated Credit Agreement, which shaltiraa follows:;

“(bb) Liens on cash securing the Obligations hereugdanted to the Bai
pursuant to the provisions set forth next to thaioa “Cash Collaterg™”

Each of the events set forth in Section 7.01(ajubh 7.01(I) (inclusive) of the Syndica
Credit Agreement shall constitute an “ Event of &#f” under this Agreement and the of
Letter of Credit Documents, subject to the nextlofsing sentence. Such sections
incorporated herein by referenowitatis mutandis as if fully set forth herein, provided that
references to the “Loansshall be disregarded for purposes hereof, (ii) reafees to tr
“Required Lenders” shall be a reference to the Bamki (iii) references toReimburseme;
Obligation¢” shall refer to the Obligation

If an Event of Default shall have occurred and betinuing, then, and in every such ev
while such event is continuing, the Bank may (A) rinjtice to the Borrower terminate ¢
commitment to issue Letters of Credit, and suchroiiments shall thereupon terminate,
(B) by notice to the Borrower declare all of theli@ations (whether absolute or conting
and whether or not due at such time) to be, anth €daligations shall thereupon beco
immediately due and payable without presentmemhadiel, protest or other notice of any k
(except as set forth in clause (A) above), all bfck are hereby waived by the Borrower
require the Borrower to, and the Borrower shalkhcaollateralize all such Obligations
accordance with the provisions set forth next sodhaption “Cash Collaterallelow; providec
that, in the case of any Default or any Event ofabk specified in clauses 7.01(h) or 7.0
of the Syndicated Credit Agreement (as incorpordterkin) with respect to the Borrow
without any notice to the Borrower or any other agtthe Bank, any then outstand
commitments to issue Letters of Credit shall thpoguterminate and all of the Obligatic
(whether absolute or contingent and whether or do¢ at such time) shall beco
immediately due and payable without presentmemhaatel, protest or other notice of any k
all of which are hereby waived by the Borrower, @nel Borrower shall cash collateralize
such Obligations in accordance with the provisi@es forth next to the captionCast
Collateral” below.

No failure by the Bank to exercise, no course ddlidg with respect to, and no delay
exercising any right, power or privilege hereunderunder any Letter of Credit Docum
shall operate as a waiver thereof nor shall anglsior partial exercise thereof preclude
other or further exercise thereof or the exercisary other right, power or privilege. T
rights and remedies provided herein and in theek @it Credit Documents shall be cumula
and not exclusive of any rights or remedies providg law.

Upon the occurrence of any of the following: (igthtated amount of issued and outstar
Letters of Credit exceeds the Facility Amount, i) Event of Default, or (iii) the Expiry Da
the Borrower shall cash collateralize all of thettees of Credit by depositing into a ¢
collateral account established and maintained (diog the investments made pursi
thereto) by the Bank pursuant to a cash collasgetement in form and substance satisfa
to the Bank an amount in cash equal to the statealiat of the then outstanding Letter:
Credit.

The following additional provisions from the Syndied Credit Agreement are her
incorporated by referenimutatis mutandis as if fully set forth hereir



. Section 2.16,
. Section 2.17,
. Section 9.01, provided that all notices to the Bsiméll be sent to:

Banco Bilbao Vizcaya Argentaria, S.A., New York Bch
1345 Avenue of the Americas

New York, NY 1010~

Attention: Nietzsche Rodricks

Tel: (212) 728-2380

Fax: (212) 333-2904

E-mail: nietzsche.rodricks@bbvany.cc

. Section 9.03, but excluding clause (i) of subsec8id®3(a) and the proviso to such
subsection

. Section 9.09,

. Section 9.12, and

. Section 9.14.

Interpretation: In case of conflict between any provision of thenitmursement Agreement and the provis
of this Agreement (including, for the avoidancedofuibt, those provisions included hereir
reference to the Syndicated Credit Agreement) ptiogisions of this Agreement shall prev
Letters of Credit issued under this Agreement apessly intended not to be issued unde
Syndicated Credit Agreement (and not to constitiitetters of Credit” thereunder). Th
Agreement and any Letters of Credits issued unier Agreement and the Letter of Cr
Documents shall not constitute “Loan Documenfis’ any purpose under the Syndic:
Credit Agreement

Unless otherwise stated in this Agreement, whenaverovision of the Syndicated Cre
Agreement is incorporated by referen

0] references to “this Agreement,” or to any “Est or “Loan Documents”
shall be deemed a reference to this Agreement laad_étter of Cred
Documents

(i) such provision shall be deemed to include, mutatigandis, all relate
definitions and interpretive provisior

(iii) references to “Default” and “Event of Def@lukhall be deemed a refere
to a Default or an Event of Default under this Agrent,

(iv) references to the “Administrative Agent,” atiyender,” and any ssuing
Lende” shall be a reference to the Ba

(v) any requirement that a notice or communication ikergor other action t

taken among the Administrative Agent, the Lendars; Issuing Lender,
certain majority of Lenders, the Required Lendersummy party other the
the Borrower, no such notice, communication oraacthall be required f
purposes herea

(vi) references therein to “Letters of Creddfiall be deemed references to
Letters of Credit under this Agreeme
(vii) references to the “Escrow Closing Date” ahe “Effective Date"shall be

deemed references to the date het
(viii) the Bank’s “Applicable Lending Officefor purposes hereof, shall be
Branch, anc
(ix) references to sections or clauses of the Syndicatedit Agreement th
are incorporated by reference in this Agreemenil bleadeemed referenc
to such sections or clauses as so incorporateéhh
GOVERNING LAW;
JURISDICTION; WAIVER OF
IMMUNITY: THIS AGREEMENT AND THE LETTER OF CREDIT DOCUMENTS S HALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE IN TERNAL
LAWS OF THE STATE OF NEW YORK. THE BORROWER HEREBY SUBMITS TO
THE NONEXCLUSIVE JURISDICTION OF THE UNITED STATES DISTRICT
COURT FOR THE SOUTHERN DISTRICT OF NEW YORK AND OF ANY NEW
YORK STATE COURT SITTING IN NEW YORK CITY FOR PURPO SES OF ALL
LEGAL PROCEEDINGS ARISING OUT OF OR RELATING TO THI S
AGREEMENT, THE LETTER OF CREDIT DOCUMENTS, OR THE
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY. THE B ORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW,
ANY OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE
LAYING OF THE VENUE OF ANY SUCH PROCEEDING BROUGHT IN SUCH
COURT AND ANY CLAIM THAT ANY SUCH PROCEEDING BROUGH T IN ANY
SUCH COURT HAS BEEN BROUGHT IN AN INCONVENIENT FORU M.



JURY WAIVER:

Survival; Amendments; etc.

Patriot Act Notice:

UNCOMMITTED FACILIY:

BORROWER AND BANK WAIVE TRIAL BY JURY IN CONNECTION WITH ANY
ACTION OR PROCEEDING OF ANY NATURE WHATSOEVER (INCL UDING,
WITHOUT LIMITATION, ANY COUNTERCLAIM, OFFSET OR DEF ENSE)
ARISING UNDER, OUT OF OR IN CONNECTION WITH THIS AG REEMENT OR
THE LETTER OF CREDIT DOCUMENTS.

All indemnities set forth herein shall survive tiseecution and delivery of this Agreement,
issuance of the Letters of Credit, and the exmiratr termination of this Agreement. Neit
this Agreement nor any Letter of Credit Document any terms hereof or thereof may
changed, waived, discharged or terminated unlesh sthange, waiver, discharge
termination is in writing signed by the partiesréfte. This Agreement may be ex¢ed in an
number of counterparts and by the differenttiparhereto on separate counterparts, ea
which when so executed and delivered shall be &inat, but all of which shall togeth
constitute one and the same instrument. This Agee¢ and the Letter of Credit Docume
represent the final and complete agreement of Hrées hereto, and all prior negotiatic
representiions, understandings, writings and statementsngfraature are hereby superse
in their entirety by the terms of this Agreemend &lme Letter of Credit Documen

The Bank hereby notifies the Borrower that pursuarthe requirements of the USA Pat
Act (Title Il of Pub. L. 10756 (signed into law October 26, 2001)), as amendec
supplemented from time to time (the “Patriot Actfje Bank may be required to obtain, ve
and record information that identifies the Borrowhich information includes the name
address of the Borrower and other information thdt allow the Bank to identify th
Borrower in accordance with the Patriot Act. Ther®wer shall provide, to the ext
commercially reasonable, such information and tskeh actions as are reasonably requ
by the Bank in order to assist the Bank in mairntgjrcompliance with the Patriot Ac

THIS AGREEMENT DOES NOT AND IS NOT INTENDED TO CONS TITUTE OR
INCLUDE A LEGALLY BINDING COMMITMENT BY THE BANK TO EXTEND
CREDIT TO THE BORROWER. THE LINE OF CREDIT PROVIDE D BY THIS
AGREEMENT AND THE EXTENSIONS OF CREDIT CONTEMPLATED HEREBY
ARE UNCONDITIONALLY CANCELLABLE BY THE BANK AT ANY TIME,
WITHOUT CAUSE AND WITHOUT ANY PRIOR NOTICE OF ANY K IND TO THE
BORROWER. WITHOUT LI MITING THE GENERALITY OF THE FOREGOING
AND NOTWITHSTANDING ANY OTHER PROVISION OF THIS AGR EEMENT OR
ANY OTHER LETTER OF CREDIT DOCUMENT, EACH EXTENSION OF CREDIT
HEREUNDER IS SUBJECT TO THE PRIOR APPROVAL OF THE B ANK'S CREDIT
COMMITTEE OR THE OFFICER OR OFFICERS OF THE BANK TO WHOM
AUTHORITY FOR SUCH APPROVAL HAS BEEN GRANTED; SUCH APPROVAL
MAY BE GRANTED OR WITHHELD IN THE SOLE DISCRETION O F THE
APPROPRIATE PARTY, REGARDLESS OF ANY PRIOR DEALINGS OR COUR SE
OF CONDUCT.

[SIGNATURE PAGES FOLLOW]




Sincerely,
BANCO BILBAO VIZCAYA ARGENTARIA, S.A., the Bank
By:

Name:
Title:

By:
Name:
Title:

[PPL UNCOMMITTED LINE OF CREDIT AGREEMENT]




Accepted and Agreed as of the date first writteovab
PPL ENERGY SUPPLY, LLC, the Borrower
By:

Name:
Title:

[PPL UNCOMMITTED LINE OF CREDIT AGREEMENT]




EXHIBIT A
(Additional Definitions)

The following additional terms as used in this Agreent shall have the following meanings:
€)) Business Dahall mean a day on which the main office of thelBa New York, New York is open for business.

(b) Defaulshall mean any condition or event which constitaedgvent of Default or which with the giving oftie® or laps
of time or both would, unless cured or waived, mee@n Event of Default.

(©) Obligationshall means the obligations and liabilities of B@rower to the Bank under this Agreement and thdr o
Credit Documents and all of the Baslclaims against the Borrower, whether arisinghouired under this Agreement or the Letter of G
Documents or relating to any Letter of Credit drestvise, whether now existing or hereafter incureaw! whether now or hereafter owiny
or acquired in any manner by the Bank.



Exhibit 10(c
EXECUTION VERSION

REIMBURSEMENT AGREEMENT

Dated as of July 1, 2012

TO: BANCO BILBAO VIZCAYA ARGENTARIA, S.A. New York Brarth
1345 Avenue of the Americ:
New York, New York 1010!

Gentlemen:

In consideration of your opening from time to tinaé¢,our request and in your discretion in eachamst, pursuant to the terms
conditions of this Agreement and the Credit Agreeim@efined below), one or more of your Creditsigtand other terms used in 1
Agreement shall have the meaning set forth in 8ecil of this Agreement, unless otherwise definectin), we hereby agree with you
follows with respect to each Credit now or hergaffgened by you:

1. All drafts or acceptances under or purportiogbe under the Credit shall be payable in Doll#&scordingly, we agree
reimburse you at your office at 1345 Avenue of imericas, New York, New York or such other office you may specify in writing (tl
“Payment Office”),in Dollars, the amount paid on such draft (i) atbefore 1:00 P.M. (New York, New York time) on tbate the Bar
notifies us of such drawing, if such notice is givat or before 10:00 A.M. (New York, New York time) such date or (ii) at or before 1C
A.M. (New York, New York time) on the next succergliBusiness Day; provided, that no payment othernggjuired by this sentence tc
made by us at or before 1:00 P.M. (New York, NewkYtime) on any day shall be overdue hereunderrdrmements for such paym
satisfactory to the Bank, in its reasonable disanetshall have been made by us at or before 1:PD ew York, New York time) on su
day and such payment is actually made at or b&®@ P.M. (New York, New York time) on such day.

2. [DELETED]

3. The Bank may - for the undersigned’s accoumngttime -provide in the Credit or otherwise agree to distc@maccepted draft
deferred obligation incurred under such Credit.

4. We agree to pay to you, on demand, your comomssand/or fees applicable to Credits from timéirtee (those in place as of |
date hereof are set forth in schedule 1 hereto)afirtharges and expenses (including, without B, all of your standard charges rela
to letters of credit from time to time in effectdaall charges for legal services) charged, paith@urred by you in connection with any Cre
plus the charges and expenses, if any, of any perlating to the advising, cbmming, negotiating, paying, collection, correspemnt o
similar act with respect to any Credit. In additiove agree to pay interest on any amounts notywh&h due hereunder at a rate per ar
equal to 2% above your Prime Lending Rate as ieceéffom time to time. Interest shall be computedtee number of days actually elap
on the basis of a 360-day year. All payments chaeuthis Agreement shall be made without deduairoset-off.

5. [DELETED]

6. We agree to the prompt and unconditional paymeastladf our obligations and liabilities to you aatl of your claims against
arising or incurred under this Agreement or retatio any Credit, whether now existing or hereaiiteurred, and whether now or heree
owing to or acquired in any manner by you (all sobligations, liabilities and claims being hereteafreferred to as the “ Obligatiofs
provided, however, that subject to Section 14 beltve foregoing shall not release you from suchiliig to us as may be judicial
determined in a final, noappealable judgment by a court of competent juwtah pursuant to Section 18 below) against yolo¥eihg
reimbursement and/or payment of the Obligations.

7. Except so far as otherwise expressly stated inGnaglit, we agree that such Credit shall be suli¢he New York Uniforr
Commercial Code (herein called the “* UCT and to the International Standby Practices 199&eifhational Chamber of Comme
Publication No. 590) and any subsequent revisienetbf adopted by the International Chamber of Coroeen the date such Credit is iss
(the “1SP™) (or as an alternative to the ISP if specified byrugriting in any application or request to issu€redit, the Uniform Custor
and Practice for Documentary Credits (2007 Revjsibrternational Chamber of Commerce Publication 620 and any subsequent revit
thereof adopted by the International Chamber of @ence on the date such Credit is issued (the “ UELFBank’s privileges, rights ar
remedies under the ISP (or the UCP, as the casebmjaghall be in addition to, and not in limitatiof its privileges, rights, and remec
expressly provided for herein. The ISP (or the U&#the case may be) shall serve, in the absdru®arf to the contrary, as evidence
Standard Letter of Credit Practice (as definedwgleith respect to matters covered therein. Toektent permitted by applicable law, (i) 1
Agreement shall prevail in case of conflict betwélgis Agreement, the UCC and/or Standard Lette€refdit Practice, and (ii) the ISP (or
UCP, as the case may be) shall prevail in casemnflict between the ISP (or the UCP, as the casg Imed and the UCC or other Stanc
Letter of Credit Practice.

8. We assume all risks of the acts or omissions ofusers of any Credit and all risks of the misusarof Credit. Neither you n
any of your correspcdents shall be responsible for any of the follow



(&) honor of any presentation that substantialljngiies with a Credit, even if that Credit requirgsict compliance by tt
beneficiary, or in accordance with our waiver afalepancies and authorization to pay;

(b) electronic presentation, if authorized by amgdt;
(c) the nature, form, sufficiency, accuracy, geeuiss, legal effect, or collectability of any d@fiany endorsement thereon;
(d) the solvency or responsibility of any partyuisg any draft;

(e) honor of drafts, acceptances or other itemsesigr presented by or on behalf of, or requegisygnent to a person or en
that is the purported successor to, the benefic@rpayment of proceeds to a purported assignpeocteds;

(f) failure of any advising bank accurately to amvthe terms of a Credit;

(9) honor of a presentation on the basis of a fbidyaft, acceptance, other item or signature aeagntation made in bad faitt
as the result of illegal conduct by the beneficiana third person;

(h) honor of a presentation up to the amount ontktey on a Credit, even though the draft claimsmount in excess thereof;

(i) honor of a presentation after the expirationedaf any Credit notwithstanding that a presentatdas made prior to su
expiration date and dishonored by you if subsedysmiu or any court or other finder of fact detenes such presentation is in accordi
with this Agreement and should have been honojedighonor of any presentation that does not $trecimply;

(k) retention of proceeds based on a blocking @, or assertion of the rights of a purportesiggomental entity or a thi
party to the proceeds;

(I) consequences arising from Act of God, weatlmgrddtion, riot, civil commotion, insurrection, warolitical disturbance, strik
lockout, computer hardware or software failure amein or inaccessibility of data, interruption electric or telephone service, i
censorship, law, control or restriction rightfutty wrongfully exercised by ange facto or de jure domestic or foreign government or agel
or other causes beyond your or its control, delaloss in transit of any letter, draft, acceptancether item, or loss, delay, or error in
transmission of any electronic message, irrespectithe cause of such event;

(m) failure of any draft to bear adequate refereiocany Credit, or failure of any person to note &mount of any draft on t
reverse side of any Credit or to surrender or ke t3 any Credit as required by the terms of aredifreach of which provisions, if contair
in any Credit itself, it is agreed may be waivedyby;

(n) honoring or dishonoring of any Credit conta@ia condition that does not state the drafts(syaanother item(s) to t
presented in compliance therewith, it being solelyour discretion as to whether you wish to dismeigany such condition or require evide
of compliance with such condition;

(o) the fact that any instructions, oral or writtgiven to you purporting to be by us or on ourdiehnd believed by you in go
faith and the exercise of ordinary care to be validch pertain to the opening of any Credit, anteaszion, increase or other modifiicen of
any Credit or other action to be taken or omittethweference thereto, were wholly or in part if&iént, erroneous, unauthorized, fraudu
or otherwise invalid; or

(p) any other act or omission as to which banksralieved from responsibility under the terms o ti$P (or the UCP,
applicable, or such other Standard Letter of Crieditctice that expressly applies to the relevaatifyor UCC.

The happening of any one or more of the abmestioned contingencies shall not affect, impaipr@vent the vesting of any of your right:
powers under this Agreement, provided that, you bl liable to us for any direct losses, costs,e@sps, damages or liabilities suffere
incurred by us as a result of, or attributableytoyr gross negligence or willful misconduct (asigially determined in a final, noappealabl
judgment by a court of competent jurisdictio” Standard Letter of Credit Practi¢emeans any domestic or foreign law or standby |ett
credit practices applicable in the city in whichuyissue the applicable Credit or in which you oy ahyour correspondents advises, confi
or negotiates such Credit, as the case may beh [Sactices shall be (A) of banks that regularjues standby letters of credits in the partic
city, and (B) required or permitted under the I8Ptfile UCP, as the case may be). We shall be dkeorelusively to have waived any ri
to object to any variation between draft(s), acaepe(s), or other item(s) called for by any Creditinstructions by us and any draft
acceptance(s) or other item(s) accepted by yowor gorrespondents and to have ratified and apgrsueh action as having been take
our direction, unless we, promptly, but not lateart one Business Day after receipt of such drafiseptances or other items or acquisitic
knowledge of such variation, notify you in writimd our objection, specifying in reasonable dethit reasons therefor; provided, howeve
foregoing shall not increase your responsibilipessuant to (a) through (p) of this Section 8.

9. Notwithstanding suggestions or recommendations rbgd&ank personnel, we are solely responsiblefferdontent of a Credit, a
assume all risks that: (a) reference to nondocuangmequirements will be ignored when presentmemhade, or may cause a Credit t
interpreted by a court as a guarantee; (b) ambiguwounconsistent requirements may be interpreted manner not intended by us;
permitted payment at a foreign location may invttke application of laws or rules of practice unf@amito us; (d) a Credit is not consist
with or does not satisfy the underlying obligatmmany other aspect of the transaction betweemdstee beneficiary; and (e) any other r
that may be imposed on us under the rules andtawsich any Credit is subject. No recommendatiodrafting of text or the use or non



or refusal to use text submitted by the undersigatedl affect the undersigned’s ultimate respotigjtfor the final text or its receipt.

10. Unless you otherwise agree in writing, you: (a) rissye a Credit by an appropriate S.W.I.F.T. mes$gme and bind us direc
and as indemnitor to the rules applicable to SRVIL. messages; (b) may select any branch or afibdyours or any other bank to act a
advising, confirming, and/or negotiating bank untte law and practice of the place where it is teda(c) may assume, unless honor
presentation is enjoined by a court of competensgdiction, that such presentation or other demandequest is nonfraudulent; (d) need
ascertain the authenticity or authority of any muted beneficiary signature, even if you have prasiy requested a signature guaranty or
other transactions the beneficiary is a customésaignature or the authority of any signatorgtiserwise known or should be known to y
(e) may, but need not, notify us of your receipaagtquest for an amendment or assignment of pisceeceipt of a presentation, detectio
a discrepancy, notification of actions taken toegatishonor, or other action, inaction, or commati@n with or with respect to the benefici
(other than your decision to honor the presenttiand (f) need not consent to a proposed amendafemty Credit; and (g) may take at le
three business days (as defined in the ISP) oribgrdays (as defined in the UCP), as applicableximine a presentation. Your actio
one or more instances shall not waive your riglithout notice to us, to use your discretion diffehg in other instances.

11. We agree that the balance of every account of withsyou and each of our claims against you (inlgdin each case, any
your offices or branches) existing from time todimay- at your option and without notice of any kind (mesnent, protest and other no
of any kind being hereby waivedbe appropriated and applied toward, or set offreagaany of the Obligations and we will continuebt
liable for any deficiency.

12. [DELETED]

13. The indemnity provisions provided for the benefitlee Bank in the Credit Agreement (as incorpordigdeference to Secti
9.03 of the Syndicated Credit Agreement (as defingtie Credit Agreement)) include, without limitat, instances in which (a) a benefici
seeks to enforce a Credit or any advice theredd, fsu wrongful dishonor, seek a judicial determio@at or bring any other action
proceeding relating thereto; (b) an advising baokfirming bank, negotiating bank, or other intediagy seeks to be reimbursed, indemni
or compensated; (c) a third party seeks to enfomeights or the rights of any beneficiary, negtitig bank or other intermediary, transfe
assignee of proceeds, or holder of a draft, aconeptar other item, or to question, delay, or prévea honor of any Credit; (d) a governn
(or otherde facto or de jure political body) or governmental agency seeks talag, investigate, delay, or prevent honor of ad@r (e) yot
undertake the preparation, negotiation, amendneerftyorkout”/restructuring of this Agreement or any Credit; eels to determine, prote
or enforce your rights and remedies under any €rifds Agreement, or any security agreement, qugraredit support, or other undertak
entered into in connection with this Agreement oy &redit; (f) you respond to any notice of alledealud, forgery, or illegality in ar
presentation, including active defense by you ig action in which we seek an injunction againstspréation, honor, or payment of i
Credit or draft; (g) you are obligated by a couder to pay legal fees or court costs paid, orireliby us, the beneficiary, or any other p
in any dispute involving any Credit, any draft bistAgreement; (h) we fail to duly perform our agreents herein; and/or (i) there occurs
action taken or omitted by you or any such corredpat at our request. In furtherance and extensi@hnot in limitéion of the specifi
provisions set forth in this Agreement, any actiaken or omitted by you or by any correspondentafrs, under or in connection with ¢
Credit or the related drafts, other items or progpeshall be binding upon us and shall not put goyour correspondent under any resul
liability to us, provided, that we shall not be w@gd to indemnify the Bank for any claims, damadesses, liabilities, costs or expenses,
subject to section 14, we shall have a claim ag#mesBank for direct (but not consequential) daesaguffered by us, to the extent found
court of competent jurisdiction in a final, nappealable judgment or order to have been causef) ltlge willful misconduct or gro:
negligence of the Bank in determining whether aiest presented under any Credit complied with éhed of such Credit or (ii) the Barsk’
failure to pay under any Credit after the presémato it of a request strictly complying with therms and conditions of such Credit.
agreements in this Section 13 shall survive anyray of the Obligations and any termination of thigeement.

14. (a) You shall not be liable to us in contract, tant otherwise, for any special, indirect, consetjiat punitive, or exempla
damages, however arising, whether for wrongful honwoongful dishonor, or any other action takerporitted with respect to any Credit
this Agreement. (b) We must take all reasonable apptopriate action to reduce the amount of damégés claimed against you. (c) (
aggregate remedies against you for wrongfully himgoa presentation are limited to the amount paicequired to be paid by us with resg
to that presentation. (d) We hereby waive the righbbtain an injunction against honor of any Crediany draft drawn thereunder (or
form of legal relief whose purpose is to prevengmant to the beneficiary) once you or any bank d@asepted or negotiated a draft dr:
thereunder.

15. [DELETED]
16. [DELETED]
17.  Your options, powers and rights specified heage in addition to those otherwise created ostizg.

18. THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF
THE STATE OF NEW YORK APPLICABLE TO CONTRACTS TO BE PERFORMED ENTIRELY WITHIN THE STATE OF
NEW YORK, INCLUDING ALL MATTERS OF CONSTRUCTION, VA LIDITY AND PERFORMANCE. ANY LEGAL ACTION
OR PROCEEDING WITH RESPECT TO THIS AGREEMENT AGAINS T US MAY BE BROUGHT IN THE COURTS OF THE
STATE OF NEW YORK LOCATED IN THE COUNTY OF NEW YORK , OR IN THE UNITED STATES DISTRICT COURT FOR
THE SOUTHERN DISTRICT OF NEW YORK, AS YOU MAY ELECT ; AND BY EXECUTION AND DELIVERY OF THIS
AGREEMENT, THE UNDERSIGNED HEREBY ACCEPTS, FOR THE UNDERSIGNED AND IN RESPECT OF THE
UNDERSIGNED’S PROPERTY, GENERALLY AND UNCON DITIONALLY THE JURISDICTION AND VENUE OF SUCH
COURTS AND HEREBY WAIVES ANY OBJECTION THAT THE UND ERSIGNED MAY NOW OR HEREAFTER HAVE TO
THE LAYING OF VENUE OF ANY SUCH ACTION OR PROCEEDIN G IN SUCH COURT AND ANY CLAIM THAT ANY SUCH



ACTION OR PROCEEDING HAS BEEN BROUGHT IN AN INCONVE NIENT FORUM. NOTHING CONTAINED HEREIN
SHALL AFFECT THE RIGHT TO SERVE PROCESS IN ANY MANN ER PERMITTED BY LAW OR TO COMMENCE ANY
LEGAL ACTION OR PROCEEDING IN ANY OTHER JURISDICTIO N. ANY ACTION OR PROCEEDING BY US AGAINST
YOU OR ANY OF YOUR CORRESPONDENTS RELATING TO THIS AGREEMENT OR ANY CREDIT OR ANY OTHER
TRANSACTION CONTEMPLATED BY THIS AGREEMENT SHALL BE BROUGHT IN THE COURTS MENTIONED ABOVE
IN THIS SECTION AND SUCH COURTS SHALL HAVE EXCLUSIV E JURISDICTION WITH RESPECT TO ANY SUCH
ACTION OR PROCEEDING.

19. All provisions of this Agreement are subjectariation only by your and the undersigned’s egprwritten agreement.

20. This Agreement is that certain “Reimbursenfagieement” referenced in the Credit Agreement antstitutes a Letter of Credi
Document” thereunder. All Credits issued pursuanthis Agreement shall constitute “Letters of Gredinder the Credit Agreement. T
Agreement does not obligate you to issue any pexp&redit for which application has been made watil have agreed in writing to do
and we have complied with any requirement relattngonditions precedent, collateral security, gngrar credit support established for 1
Credit.

21. The following terms and provisions shall apylyhis Agreement:

The meaning of any term in this or any other Sectibthis Agreement expressed in the singular sgghly, mutatis mutandisto the
same term expressed in the plural and vice veafladefinitions of agreements, notes or othetrimaents shall mean such agreements,
or other instruments as modified or amended in @zowe with the terms thereof and all definitioigommissory notes shall include
promissory notes issued in replacement or suhisiitthereof.

“ Agreement’ shall mean this Reimbursement Agreement.
“ Bank " shall mean Banco Bilbao Vizcaya Argentaria, SaAd its successors and assigns.
“ Business Day shall have the meaning provided in the Creditéamnent.

“ Credit Agreement’ shall mean the Uncommitted Line of Credit Letterrégment dated the date hereof between the Bankugnd
Borrower, as amended from time to time.

“ Credits” shall mean all standby letters of credit issueddnycaused to be issued by, the Bank for our adqmunsuant to this Agreement ¢
the Credit Agreement.

“ Dollars” or “ $ " means lawful currency of the United States of Aice

“ draft " means and includes any draft or drawing certificatetatement and any and all documents and insttsrequired to be preser
for payment under any Credit and includes a writegquest, order or demand for the payment of monbgther or not negotiable.

“ property " includes (i) goods and merchandise as well as adya#l documents relative to, and any right tordgeiest in, any goods a
merchandise or documents and (ii) all instrumeditafts, securities, security entitlements, finahassets, choses in action and any ar
other forms of property, whether real or personal.

“ Prime Lending Raté shall mean the rate announced by the Bank from tonéme at its principal office as its prime lengirate; an
change in the interest rate resulting from a changbe Prime Lending Rate shall be effective om dfffective date of each change in ¢
Prime Lending Rate so announced by the Bank;uhderstood and agreed that such rate is a referateand does not necessarily repre
the lowest or best rate actually charged to anjoous.

“ written " or “ in writing
otherwise).

means notice given in any form of writing howevemsmitted (whether by mail, telex, telefax, eleoic ol

22. WAIVER OF JURY TRIAL . EXCEPT TO THE EXTENT PROHIBITED BY LAW WHICH CAN NOT BE WAIVED,
WE AND YOU HEREBY WAIVE TRIAL BY JURY IN CONNECTION WITH ANY ACTION OR PROCEEDING OF ANY
NATURE WHATSOEVER ARISING UNDER, OUT OF OR IN CONNE CTION WITH THIS AGREEMENT, ANY CREDIT OR
ANY TRANSACTION CONTEMPLATED HEREBY OR THEREBY AND IN CONNECTION WITH ANY CLAIM,
COUNTERCLAIM, OFFSET OR DEFENSE ARISING IN CONNECTI ON WITH SUCH ACTION OR PROCEEDING, WHETHER
ARISING (X) IN CONNECTION WITH ANY ACTION INSTITUTE D BY OR ON BEHALF OF YOU, US OR ANY OTHER
PERSON OR (Y) UNDER STATUTE (INCLUDING ANY FEDERAL OR STATE CONSTITUTION) OR UNDER THE LAW OF
CONTRACT, TORT OR OTHERWISE.

23. Patriot Act Notice The undersigned hereby acknowledges that it Hesn notified by the Bank that pursuant to
requirements of the USA Patriot Act (Title Il ofiB. L. 10756 (signed into law October 26, 2001)), as ameratetisupplemented from tit
to time (the “Patriot Act”),the Bank may be required to obtain, verify and rdcmformation that identifies the undersigned, et
information includes the name and address of tlderangned and other information that will allow tBank to identify the undersigned
accordance with the Patriot Act. The undersigriedl provide, to the extent commercially reasonablesh information and take such acti
as are reasonably requested by the Bank in ordessist the Bank in maintaining compliance with Blagriot Act.




[Signature pages follow]




PPL ENERGY SUPPLY, LLC

By
Name:
Title:

[PPL REIMBURSEMENT AGREEMENT]




ACCEPTED AND AGREED as of the date first writteroab:

BANCO BILBAO VIZCAYA ARGENTARIA, S.A.

By

Name:

Title:

By

Name:

Title:

[PPL REIMBURSEMENT AGREEMENT]




SCHEDULE 1
INDICATIVE FEE SCHEDULE AS OF July 1, 2012
Applicable Letter of Credit fees are indicatedhie table below and are based on PPL ENERGY SUPPBLY; s ratings of BBB from S&

and Baa2 from Moodg. The below Letter of Credit fees are providedifidormational purposes only and are subject tange at any tin
prior to issuance of a Letter of Credit.

Applicable

’ _ Applicable Percentage for Applicable
Borrower’s Ratings Percentage for cercentage 1o Percentage for

Letter of Credit Fees

Letter of Credit Fees Letter of Credit Fees

Letter of Credit Teno Less than 1 ye¢ 1-2years Up to 3 year:
BBB from S&P & Baa2 from Mooc’s 1.000% 1.100% 1.200%




Exhibit 10(d)

PPL CORPORATION
EXECUTIVE SEVERANCE PLAN

THIS SEVERANCE PLAN, adopted by PPL CorporatiofRennsylvania corporation, is being establisheddoige for the payme
of severance benefits to certain of its eligibleptayees in the event of an involuntary terminata@nemployment meeting the conditic
described herein.

Section 1. Definitions Unless the context clearly indicates otherwiggen used in this Plan:

(a) “Act” shall mean the Securities Exchange Ac1884, as amended, or any successor statute thereto

(b) "Affiliate" shall mean, with respect to any Ben, any other Person, directly or indirectly, colting, controllec
by, or under common control with such Person or @ther Person designated by the Committee in waighPerson h;
an interest.

(c) “Base Salary” means Employee’s annual rateagklsalary in effect on the date in question.

(d) “Board” means the Board of Directors of PPL @wation.

(e) "Cause" for termination by the Company of thepfoyee's employment shall mean the occurrencenyfoh the
following:

(i) the Employee’s engagement in misconduct whéctnaterially injurious to the Company or any of its
Affiliates;

(ii) the Employee’s insubordination after clear dadful direction;
(i) the Employee’s commission of a felony in therformance of duties to the Company of any oAffgiates;

(iv) the Employee’s commission of an act or actsstibuting any fraud against or embezzlement froen t
Company or any of its Affiliates;

(v) the Employee’s material breach of any configity or non-competition covenant entered intoviestn the
Employee and the Company or any of its Affiliates;

(vi) the Employee’s employment with a competitoril@lemployed by the Company or any of its Affiliater
(vii) egregious violation of Company policy resatiiin termination.

The determination of the existence of Cause skathbhde by the Committee in good faith, which deteation shall be conclusive
for the purpose of this Plan.

(f) "Code" shall mean the Internal Revenue Cod&386, as amended, or any successor thereto, arréghkation
and guidance promulgated thereunder.

(g9) “Committee”means the Chief Executive Officer of PPL Corporatmd the Vice President of Human Resot
& Services of PPL Services Corporation, or sucheofterson or persons designated by the Compens&mrernanc
and Nominating Committee of the Board (the “Comp¢ios Committee”¥rom time to time; provided, however, tha
any member of the Committee is directly affectgdah exercise of discretion, the Compensation Cdtemshall act ¢
the Committee with respect to that matter.

(h) “Company" shall mean PPL Corporation and shall oielits subsidiaries and any successor to its bssiaed/c
assets which assumes and agrees to perform thisbyl@peration of law, or otherwise. For purposéshis Plan, a
Employee's employment by (including terminationsoth employment) and compensation from any sulbvgidif the
Company shall be deemed employment by and compengedm the Company.

(i) “Eligible Employee”means an Employee whose employment with their Eyepls terminated due to a Qualify
Termination; provided, however, that, notwithstamygihe foregoing:

(1) the term “Eligible Employee” shall not include
(i) any Employee who is eligible to receive in cention with the same Qualifying Termination sevesn
or similar type payments under the provisions of atther severance pay plan of, or any agreemecit@img but
not limited to any employment or severance agreénvath, the Employer or an Affiliate;

(i) a “specific profession” or part time Employee, of an Employer or any otaemployee who is not



regular, full-time Employee (as determined by tmeptoyer in accordance with employment policies and
practices established by such Employer);

(iii) any Employee who is not, as of the date immgaly prior to his or her termination of employnien
being paid on the Employer’s U.S.A. payroll;

(iv) any individual performing services for an Eropér who is treated by such Employer as a leased
worker or an independent contractor; or

(v) an Employee who is a member of a collectiveghaning unit with which an Employer negotiates and
with respect to whom no coverage under this Planblen provided by a collective bargaining agreenzenl

(2) the employment of an Employee shall not besi®red to have been “involuntarily terminatedh(
therefore will not be deemed to have a Qualifyimgrilination) in any of the following circumstances:

(i) an Employee whose employment with an Emplogdeiminated by reason of a transfer to the employ
of another Employer or an Affiliate;

(i) an Employee whose employment with an Emplagderminated by reason of a transfer to the employ
of another entity into which the Employer is mergeatherwise consolidated; provided such entitypasl this
Plan;

(iii) an Employee whose employment is terminatedruthe expiration of a leave of absence by reagon o
his or her failure to return to work at such time;

(iv) an Employee whose employment with an Emplagé¢erminated in connection with the sale of stock
or the sale by such Employer of all or part ofigsets if (i) such Employer determines in its slideretion that
either (A) in connection with such sale such Empwas offered employment for a comparable pos#tian
comparable salary, annual bonus opportunity and@rep benefits with the purchaser of the Employsttek or
assets or (B) such Employee voluntarily electedtogarticipate in the selection process for sunpleyment and
(i) the purchaser adopts this Plan; or

(v) an Employee whose employment is terminatedtdukeath or Total Disability or voluntary
termination.

() “Employee”means an employee of an Employer who holds onleeoposition classifications specified in Sche
A annexed hereto or an equivalent position, asrahéted from time to time for individual positiony the Committee.

(k) “Employer” means the Company and any other Affiliate of then@any which adopts this Plan with the con
of their Board.

() “Plan” means this PPL Corporation Executive &awnce Plan as in effect from time to time.

(m)“Qualifying Termination” means a termination ah Eligible Employees employment by the Employer with:
Cause.

(n) “Release’means a release to be signed by an Eligible Emplayesuch form as the Company shall deterr
which shall, to the extent permitted by law, waalkclaims and actions against the Employers anfdli#&és and suc
other related parties and entities as the Comphagses to include in the release except for claintsactions for benef
provided under the terms of this Plan (which Reddasiot revoked by the Eligible Employee).

(o) “Total Disability” means the Employee is unable to perform with ohaetit reasonable accommodation ir
material respects his or her duties and respoit&@bito the Company and its Affiliates, by reasdra physical or ment
disability or infirmity, which inability is reasoidy expected to be permanent and has continuedh fperiod of 1
consecutive months, as reasonably determined b§dhgpany.

Section 2. _Severance Benefit€ach Eligible Employee who executes a Releasgcpbed by the Company within 45 days
following a Qualifying Termination (and who doest mevoke such Release) shall be entitled to thglaam cash payment and continuing
benefits set forth in Schedule A that correspondbé Eligible Employee’s position classificationaf the date of termination. In addition to
the severance benefits described in Schedule A, Ekgible Employee shall be entitled to receivg anpaid Base Salary through the date of
such Eligible Employee’s termination, and prompinteursement of any unreimbursed expenses propglyried by such Eligible Employee
in accordance with Company policies prior to theedd such Eligible Employee’s termination. Sudigile Employee shall also receive
such other benefits, if any, to which such EligiBlaployee may be entitled pursuant to the termscanditions of the employee
compensation, incentive, equity, benefit or fritgmefit plans, policies or programs of the Compatyer than any Company severance

policy.

Section 3. Form and Time of Paymenthe cash severance pay benefits payable toigiblEIEmployee by his or her Employer
under Section 2 shall be paid to such Eligible Eoapeé in a single lump sum less applicable withimgdj except as provided pursuan




Section 4, within 60 days after the Eligible Emmeis date of Qualifying Termination; provided, hawe that if such 60-day period
begins in one calendar year and ends in a secdeddea year, then such severance pay benefitsrabtatle paid until the second of such two
calendar years (regardless of whether the Elidtinigployee delivers the Release in the first calegdar or in the second calendar year).

Section 4. _Taeand Othewithholding. Each Employer shall withhold from any amountaidag to an Eligible Employee
pursuant to this Plan, and shall remit to the appate governmental authority or the Company, awpime, employment or other tax the
Employer is required by applicable law to so witlthand remit on behalf of such Eligible Employeed aany amounts owed to the
Company.

Section 5. Plan AdministrationThis Plan shall be administered by the CommitfEBee Committee shall have discretionary and
final authority to interpret and implement the peiens of this Plan and to determine eligibility fienefits under the Plan. The Committee
shall perform all of the duties and exercise alhef powers and discretion that the Committee de@musessary or appropriate for the proper
administration of this Plan. Every interpretatiohpice, determination or other exercise by the @dtee of any power or discretion given
either expressly or by implication to it shall lnclusive and binding upon all parties having airoing to have an interest under this Plan or
otherwise directly or indirectly affected by sugttian, without restriction, however, upon the riglithe Committee to reconsider or
redetermine such action. The Committee may adaght sules and regulations for the administratioth@$ Plan as are consistent with the
terms hereof, and shall keep adequate records pfateedings and acts. The Committee may empldy agents, accountants and legal
counsel (who may be agents, accountants and legakel for an Employer) as may be appropriateiferadministration of the Plan. All
reasonable administration expenses incurred bZtmmittee in connection with the administratiortted Plan shall be paid by the Employ

Section 6. Claims Procedurdf any person (hereinafter called the “Claimari€els he or she is being denied a benefit to whic
he or she is entitled under this Plan, such Claimaay file a written claim for said benefit withelCommittee. Within 90 days of the receipt
of such claim the Committee shall determine andfyhtite Claimant as to whether he or she is emtittesuch benefit. Such notification shall
be in writing and, if denying the claim for bengfihall set forth the specific reason or reasong® denial, make specific reference to the
pertinent Plan provisions, and advise the Claintfzaithe or she may, within 60 days of the recdijgugh notice, request in writing to appear
before the Committee or its designated representédr a hearing to review such denial. Any suelring shall be scheduled at the mutual
convenience of the Committee or its designatecesetative and the Claimant, and at such hears@taimant and/or his or her duly
authorized representative may examine any reled@iuments and present evidence and argumentsporsiipe granting of the benefit be
claimed. The final decision of the Committee witspect to the claim being reviewed shall be maitlim60 days following the hearing
thereon, and the Committee shall in writing nottig Claimant of its final decision, again specifythhe reasons therefor and the pertinent
Plan provisions upon which such decision is basétk final decision of the Committee shall be casile and binding upon all parties
having or claiming to have an interest in the mrditgng reviewed. The Claimant shall have thetrighbe provided, on request and free of
charge, reasonable access to and copies of alhuauts, records, and other information relevanhédaim for benefits. All documents,
comments, records, and other information will besidered for review, regardless of whether suctrinftion was previously considered or
not in the initial denial of a claim.

Section 7. Plan Amendment and Terminatiohhe Company shall have the right and power wtiame and from time to time to
amend this Plan, in whole or in part, by writtertgiment executed by its duly authorized represesmtatnd at any time to terminate this Plan;
provided, however, that no such amendment or textioin shall reduce the amount of severance paybpaysder this Plan to a former
Employee whose employment with an Employer ternaidhgrior to the date of such amendment or ternanatr defer the date for the
payment of such former Employee’s benefit hereuneéthout the consent of such former Employee.

Section 8. Nature of Plan and Right¥his Plan is an unfunded employee welfare bep&fn and no provision of this Plan shall
be deemed or construed to create a trust fundyokianl or to grant a property interest of any kincany Employee or former Employee. A
payment which becomes due under this Plan to aibgi Employee shall be made by his or her Emplaygrof its general assets, and the
right of any Eligible Employee to receive a paymieateunder from his or her Employer shall be naigrethan the right of any unsecured
general creditor of such Employer.

Section 9. No Right to EmploymentExcept as expressly provided herein, this Pl si0t interfere in any way with the right
the Company to reduce Employee’s compensationhar dtenefits or terminate Employee’s employmenth wi without Cause. Any rights
that Employee shall have in that regard shall beet$orth in any applicable employment agreement/ben Employee and the Company.

Section 10. Spendthrift ProvisionNo right or interest of an Eligible Employee enthis Plan may be assigned, transferred or
alienated, in whole or in part, either directlybyroperation of law, and no such right or intesdsll be liable for or subject to any debt,
obligation or liability of such Eligible Employee.

Section 11. _ Applicable Law This Plan shall be governed and construed inrdemce with the Employee Retirement Income
Security Act of 1974, as amended (“ERISA”), andgwéhnot pre-empted by ERISA, the laws of the Commsaith of Pennsylvania, without
regard to conflicts of laws principles thereof.

Section 12. EffectivenessThis Plan shall be effective as of the datedumipgion by the Compensation Committee on July 26,
2012 and shall remain in effect until terminatedspiant to Section 7 of this Plan.

Section 13. Section 409A of the Cade

(@  Although the Employer does not guaranteet&layible Employee any particular tax treatmematiag
to the payments and benefits under this Plan,itéded that such payments and benefits be exieampt or comply with, Sectic
409A of Code and the regulations and guidance plgeied thereunder (collective” Code Section 409"), and all provisions @



this Plan shall be construed in a manner consistghtthe requirements for avoiding taxes or peeslunder
Code Section 409A. Notwithstanding any provisiendin to the contrary, in no event shall the Emetdye liable for, or be
required to indemnify the Eligible Employee forydiability of the Eligible Employee for taxes oepalties under Code Section
409A.

(b)  Atermination of employment shall not be deeno have occurred for purposes of any provisidahie
Plan providing for the payment of any amounts ordfiés upon or following a termination of employnmemless such termination
is also a “separation from service” within the miegrof Code Section 409A and, for purposes of arghgrovision of this Plan,
references to a “termination,” “termination of emwyanent” or like terms shall mean “separation fragrvice”.

(c)  With regard to any provision herein that pd@s for reimbursement of costs and expenses kinih-
benefits, except as permitted by Code Section 409#e right to reimbursement or in-kind benefteall not be subject to
liquidation or exchange for another benefit; (iig tamount of expenses eligible for reimbursemaerit)-&ind benefits, provided
during any taxable year shall not affect the experadigible for reimbursement, or in-kind benefitde provided, in any other
taxable year, provided, that the foregoing claiigespall not be violated with regard to expenseisnbursed under any
arrangement covered by Section 105(b) of the Colidysbecause such expenses are subject to aréhated to the period the
arrangement is in effect; and (iv) such paymengdl &k made on or before the last day of the BigiEmployee’s taxable year
following the taxable year in which the expense wasirred.

(d) Whenever a payment under this Plan specifies a payperiod with reference to a number of days |
“payment shall be made within sixty (60) days fallog the date of termination”), the actual datgayment within the specified
period shall be within the sole discretion of thaffoyer.

(e) If under this Plan, an amount is to be paithio or more installments, for purposes of CodetiSe
409A, each installment shall be treated as a seppegyment.

)] Notwithstanding anything herein to the congraf the Eligible Employee is, as of the date of
termination, a “specified employee” for purpose§ das. Reg. § 1.409A-1(i), then any amount of mefecompensation that is
payable to the Eligible Employee hereunder thatither a short-term deferral within the meaningefas. Reg. § 1.409A-1(b)(4)
nor within the involuntary separation pay limit @md'reas. Reg. § 1.409A-1(b)(9)(iii)(A) will not Ipaid before the date that is six
months after the date of termination, or if earltbe date of the Eligible Employee’s death. Amyments to which the Eligible
Employee would otherwise be entitled during such-payment period will be accumulated and paid bentise provided to the
Eligible Employee on the first day of the seventhntin following such date of termination, or if éar] within 30 days of the
Eligible Employee’s death to his or her surviviqmpase (or to the Eligible Employee’s estate if Higible Employee’s spouse
does not survive the Eligible Employee).




IN WITNESS WHEREOF, this Plan has been executeaf #sis 26t day of July, 2012.

PPL CORPORATIONM

By:

.William H. Spence
Chairman, President and Chief Executive Off




Position Classification Tier 1

Position Classification Tier 2

Schedule A

Severance Benefit:

. Severance pay? years of Eligible Employee’s Base Salary

. Group benefit continuation For Employee and covered family members, a lsom
amount, in cash, equal to the aggregate amounO&RA premiums otherwise payable by
Eligible Employee (based upon the COBRA rate ie@fbn the date of such termination of
employment) for the twenty-four (24) month periothiediately following the date of
termination (assuming for this purpose that COBRAtmuation coverage would have been
available for such twenty-four (24) month period).

. Career services Outplacement assistance at the level offerexkézutive level
employees for a period of 2 years, up to a maxintfaes of $50,000.

. Severance pay 12 months of Eligible Employee’s Base Salary

. Group benefit continuation For Employee and covered family members, a lsom
amount, in cash, equal to the aggregate amounO&RA premiums otherwise payable by
Eligible Employee (based upon the COBRA rate ie@fbn the date of such termination of
employment) for the twelve (12) month period imnageliy following the date of termination
(assuming for this purpose that COBRA continuatiomerage would have been available for
such twelve (12) month period).

. Career services Outplacement assistance at the level offerakézutive level
employees for a period of 12 months, up to a marintufees of $25,000.
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THIS LETTER OF CREDIT ISSUANCE AND REIMBURSEMENT AREEMENT dated as of July 27, 2012, by and betweel
ENERGY SUPPLY, LLC, a Delaware limited liability egany (the “ Company), and Canadian Imperial Bank of Commerce, New '
Agency (“ CIBC").

ARTICLE |

SCOPE OF AGREEMENT

The Company has requested CIBC to issue one or stanelby letters of credit in an Aggregate StatesoAnt not to exceed t
Maximum Stated Amount, for the account of the Comypto support the Compars/obligation to post collateral in support of itseegy
hedging activities. CIBC may (but shall not beigéled to) issue from time to time letters of ctddr such purpose, and the Company
CIBC agree that the issuance of such letters ditgrand the obligations of the Company to CIBChwiéspect thereto, shall be governe
the terms and conditions of this Agreement.

ARTICLE Il

DEFINITIONS; INTERPRETATION

Section 2.1 Defined Term&or the purposes of this Agreement, unless timtext otherwise requires, the follow
terms shall have the respective meanings assigntemn in this Article llor in the section or recital referred to:

“ Affiliate " means, with respect to any Person, any other Pevbonis directly or indirectly controlling, conttetl by or unde
common control with such Person. A Person shallidemed to control another Person if such Persseesses, directly or indirectly,
power to direct or cause the direction of the managnt or policies of the controlled Person, whethesugh the ownership of stock or
equivalent, by contract or otherwise.

“ Aggregate Stated Amoufitmeans, as of any date, the aggregate Stated AmbatitLetters of Credit issued hereunder that rie
outstanding as of such date.

“ Agreement” shall mean this Letter of Credit Issuance and Raisdment Agreement, together with all amendmenasvers an
modifications, and with all Letter of Credit Reqtsesubmitted by the Company.

“ Applicable Lending Office’ means CIBC's office located at its address sehfin Section 9.Jr such other office as CIBC
hereafter designate by notice to the Company.

“ Applicable Raté’ means, as of any day, a rate per annum equal teutheof (a) the higher of (i) the Prime Rate foctsday, an
(i) the sum of 1/2 of 1% plus the Federal FundgeRar such day, plus (b) 2.00%.

“ Availability Termination Date’ means the earlier of (i) the date that is the firativersary of the Closing Date, (ii) the date tha
commitment of CIBC under the Existing Credit Agremthterminates or is reduced to zero, (iii) theedhtt shall have been advised as
date to the Company in writing by CIBC, being aedatt less than sixty (60) days after an effeciiveendment or waiver of any provisior
the Existing Credit Agreement, and (iv) the dafemed in Section 8.1

“ Available Amount” means, as of any date, the sum of the Maximum &#ateount minus the Aggregate Stated Amount as off

date.

“ Bankruptcy Codé means Title 11 of the United States Code, as aphereafter in effect, or any successor thereto.

“ Business Day means a day, other than a Saturday or a Sundayhimm commercial banks are not authorized or reguto b
closed in New York, New York and Toronto, Canada.

“ Cash Collateralizé¢ means the provision of funds to CIBC by the Comphapyway of a deposit account at CIBC, or a bloc
account arrangement for the sole benefit of CIBGuzh other arrangements as shall be acceptallllB in its sole discretion.

“ Change of Contral has the meaning set forth in the Existing Crédjteement.

“ CIBC " has the meaning set forth in the preamble
“ Closing Date” means the date that all the conditions in Sechidrshall have been satisfied, or waived by CIBC.

“ Code” or “ Internal Revenue Codeshall mean the Internal Revenue Code of 198&nasnded from time to time.

“

Company” shall have the meaning assigned to it in the piga hereof.

“ Consolidated Subsidiari¢’ has the meaning set forth in the Existing Creditelgnent




“ Credit Obligation” shall mean any and all obligations (including, withlimitation, Reimbursement Obligations) of thengpan)
to CIBC arising under or related to this Agreemaémtluding, but not limited to, all present or fuguaxes, levies, imposts, duties, deduct
charges, liabilities or withholdings imposed, laljieollected, withheld or assessed by any govertathanthority on CIBC.

“ Debt” has the meaning set forth in the Existing Crédjteement.

“ Default” means any condition or event which constitutes anEof Default or which with the giving of notice lapse of time ¢
both would, unless cured or waived, become an EvebDefault.

“Dollars”“ $ " and “ USD” shall mean the lawful currency of the United 8tabf America.

Drawing ” shall mean a demand for payment under any Left@redit in accordance with its terms.

“ Environmental Laws$ has the meaning set forth in the Existing Crédjteement.

“ Environmental Liability” has the meaning set forth in the Existing Crédjteement.

“ ERISA " means the Employee Retirement Income SecurityoAd974, as amended, or any successor statute.

“ ERISA Group” has the meaning set forth in the Existing Crédjteement.

“ Event of Default’ shall have the meaning assigned to it in Seddidrhereof.

“ Existing Credit Agreemerit means that certain $3,000,000,000 Revolving Crégitement, dated as of October 19, 2010, by
among the Company, the lenders from time to timtyphereto, and Wells Fargo Bank, National Asstieig as amended by Amendm

No.1 thereto, dated as of October 19, 2011, witlgduihg effect to any further amendments, waivarsansents in relation thereto, other t
such amendments, waivers and consents as shalbkaweaffirmatively granted by CIBC.

“ FATCA " means Sections 1471 through 1474 of the InternaeRe2 Code and any regulations (whether final, teany o
proposed) that are issued thereunder or officisegument interpretations thereof.

“ Federal Funds Ratemeans, for any day, the rate per annum (roundedhghvif necessary, to the nearest 1/100th of 1%alety
the weighted average of the rates on overnight iaédiends transactions with members of the Fed@eserve System arranged by Fec
funds brokers on such day, as published by therekeBeserve Bank of New York on the Business Dayt sacceeding such dagrovided
that (i) if such day is not a Business Day, thedfaldFunds Rate for such day shall be such rateuoh transactions on the next prece
Business Day as so published on the next succe®&lisgess Day, and (ii) if no such rate is so pitEd on such next succeeding Busi
Day, the Federal Funds Rate for such day shalhbeaverage of quotations for such day on suchddiass received by CIBC from thi
federal funds brokers of recognized standing seteby CIBC.

“ Foreign Subsidiary means a Subsidiary which is not formed undenaines of the United States or any territory thereof.

“ GAAP " means United States generally accepted accouptingiples applied on a consistent basis.

“ Governmental Authority means any federal, state or local government, aitghagency, central bank, quagivernment:
authority, court or other body or entity, and anlyitmator with authority to bind a party at law.

“ Guarante€ has the meaning set forth in the Existing Crédjteement.

“ Hazardous Substanééas the meaning set forth in the Existing Crédjteement.

“ Indemnitee” has the meaning set forth in Section 9.3

“ Letter of Credit” shall mean any letter of credit issued pursuarthi® Agreement, which letters of credit shall bewnented i
CIBC'’s customary form.

“ Letter of Credit Requestmeans a request and letter of credit applicaitio@IBC’s customary form, duly completed and delivi
by the Company to CIBC in accordance with Sectidrh@reof.

“ Material Adverse Effect means (i) any material adverse effect upon thenlessi assets, financial condition or operationthe
Company or the Company and its Subsidiaries, talsea whole; (i) a material adverse effect on thiéitg of the Company to perform
obligations under this Agreement, or (iii) a madkedverse effect on the validity or enforceabitifithis Agreement.

“ Material Debt” means Debt of the Company and/or one or more oRdstricted Subsidiaries in a principal or face an
exceeding $40,000,000.

“ Material Plan” has the meaning set forth in the Existing Crédjteement.



“ Maximum Stated Amourt means $75,000,000.

“ Multiemployer Plan’ has the meaning set forth in the Existing Crédjteement.

“ OFAC " means the U.S. Department of the Treasury’s @ftitForeign Assets Control.

“ Other Taxes has the meaning set forth in Section 4.7(b)

“ PBGC" means the Pension Benefit Guaranty Corporaticaingrentity succeeding to any or all of its funocaunder ERISA.

“ Person” shall mean an individual, sole proprietorship, parship, joint venture, association, trust, estdmesiness trus
corporati_on,_not-fonprofit corporation, sovereign government or agemestrumentality, or political subdivision thereaf, any similar entit
or organization.

“ Prime Rate’ means the rate of interest publicly announceC from time to time as its Prime Rate for USdite

“ Reimbursement Obligations means at any time all obligations of the Compaémyeimburse CIBC pursuant to Section fot
amounts paid by CIBC in respect of drawings undsitdrs of Credit.

“ Restricted Subsidiarigsmeans each Subsidiary listed on Schedule 6.11 actd @her Subsidiary designated by the Compan
“Restricted Subsidiaryin writing to CIBC, in either case, for so longsagch Restricted Subsidiary shall be a direct Whollyned Subsidia
of the Company or a direct Wholly Owned Subsidigina Restricted Subsidiary.

“ Sanctioned Entity shall mean (i) an agency of the government of afiijorganization directly or indirectly controlleg, or (iii) &
Person resident in, a country that is subject tsaactions program identified on the list maintaineg OFAC and available
http: //mww.treas.gov/offices/enfor cement/ofac/sanctions/index.html , or as otherwise published from time to time ashsprogram may
applicable to such agency, organization or Person.

“ Sanctioned Persoh shall mean a Person named on the list of Spedidlyignated Nationals or Blocked Persons maintaby
OFAC available abttp://www.treas.gov/offices/enforcement/ofac/sdn/index.html , or as otherwise published from time to time.

“ Stated Amount shall mean, as of any date and with respect td_attgr of Credit, the aggregate maximum amountigatailabli
to be paid under such Letter of Credit.

“ Subsidiary” means, with respect to any Person, another Pelhgomajority of the outstanding equity interest dfieh are ownel
directly or indirectly, by such Person or one orenother Subsidiaries of such Person.

“ Taxes” has the meaning set forth in Section 4.7(a)

“ Termination Date’ means the date that is the second anniversattyeo€losing Date.

“ Unreimbursed Amount means the principal amount of all Drawings in resmeg which the Company shall not have satisfia
Reimbursement Obligations.

“ Wholly Owned Subsidiary has the meaning set forth in the Existing Crédjteement.

Section 2.2 Other DefinitibRPaovisions.

(@) All terms defined in this Agreemehiab have the abovdefined meanings when used in any certificate, tepoothe
document made or delivered pursuant to this Agreénualess the context therein shall otherwiseirequ

(b) Defined terms used in the singulallsimport the plural and vice versa.

(c) The terms “hereof,” “herein,” “heradar,” and similar terms when used in this Agreement slefdir to this Agreement
whole and not to any particular provisions of thgreement.

(d) Any reference in this Agreement tdacument or an instrument shall mean such docuereimstrument and all exhib
thereto as amended or supplemented from time te.tifmy reference in this Agreement to any Persera garty to any document
instrument shall include its successors and as$igsgch status.

Section 2.3 IncorporationRgference to Existing Credit AgreemenThe following rules of construction shall apply:

€)) Terms defined in the Existing Credigreement and used in the provisions incorporat@ih, unless otherwise defir
herein or the context otherwise requires, shallehthe definitions set forth in Section 1.01 of theisting Credit Agreement, and st
definitions are hereby incorporated herein by efee,_mutatisnutandis, and the Existing Credit Agreement will be deen@de and t
continue to be (for purposes hereof) in effectthar benefit of CIBC whether or not the Existing ditédgreement remains outstanding o
effect, except as expressly agreed otherwise byCCI®B/ithout limitation of the foregoing, all deftions and covenants therein that
incorporated herein, shall be incorporated as efdate hereof and for purposes of this Agreemeal slot be subject to any subseqt




modification, supplement, amendment or waiver ky/lénders under or other parties to the Existingd@rAgreement, unless CIE
agrees in writing to such modification, supplemeamgendment or waiver in its capacity as a lenderetinder, or, if CIBC shall no longer k
lender thereunder, or the Existing Credit Agreem&mdll no longer remain outstanding, CIBC agreesviiting that any modificatiol
supplement, amendment or waiver thereto shall ajopdyich provisions as incorporated herein.

(b) In addition, the parties hereto agrest, for the purposes of Article Vl]lreferences in the Existing Credit Agreement }
“the Borrower” shall be references to the Compdiiy,‘this Agreement” or “the Loan Document(s¥hall be references to this Agreem
(iii) “the Lenders” or the “Administrative Agent’hall be references to CIBC, (iv) references to‘lssuing Lender’shall be references
CIBC, and (v) a “Default” or “Event of Default” stide references to a Default or Event of Defaultler this Agreement.

(c) Unless the context otherwise requivdsenever any statement is qualified by “to thstli@owledge of” or “known to”dr
a similar phrase) any Person that is not a nape&don, it is intended to indicate that the semanagement of such Person has conduc
commercially reasonable inquiry and investigatioiompto making such statement and no member of#dmor management of such Pe
(including managers, in the case of limited lidpikompanies, and general partners, in the caparntrfierships) has current actual knowle
of the inaccuracy of such statement.

ARTICLE Il

LETTER OF CREDIT FACILITY

Section 3.1 Method of Issuamnt Letters of Credit. At any time on or after the Closing Date untié tAvailability
Termination Date, the Company may request CIBCeisme or more Letters of Credit hereunder. The @2om shall give CIBC a Letter
Credit Request, requesting the issuance or extemsia Letter of Credit, prior to 1:00 P.M. New ¥dime on the proposed date of issu
or extension of any Letter of Credit (which shadl & Business Day) (or such shorter period as maggbeed by CIBC in any particu
instance), specifying the date such Letter of Gnsdio be issued or extended and describing timst®f such Letter of Credit and the na
of the transactions to be supported thereby. Ktension or renewal of any Letter of Credit shaldeemed to be an issuance of such L
of Credit, and no Letter of Credit shall containpeovision pursuant to which it is deemed to be moésl or shall automatica
extend. Accordingly, CIBC shall timely give sucttice of termination unless it has theretofore timeceived a Letter of Credit Request
the other conditions to issuance of a Letter oidiZieave theretofore been met with respect to sxténsion.

Section 3.2 Conditions taukssce of Letters of CreditThe issuance by CIBC of each Letter of Creditlshmadditior
to the conditions precedent set forth in Articlebé subject to the conditions precedent that @hduetter of Credit shall be satisfactory
form and substance to CIBC, (ii) the Company shalle executed and delivered such other instrunagmtsagreements relating to such L
of Credit as CIBC shall have reasonably requegti&dthe term of such Letter of Credit does notend beyond 12 months after the dat
issuance (after giving effect to any and all argewal or extension provisions within such LetteCredit), and does not extend beyonc
Termination Date; and (iv) CIBC shall have confidnen the date of (and after giving effect to) sigtuance that the Aggregate St
Amount will not exceed Maximum Stated Amount. Nithstanding any other provision of this Section 3QIBC shall not be under a
obligation to issue any Letter of Credit if: anyder, judgment or decree of any governmental authshall by its terms purport to enjoin
restrain CIBC from issuing such Letter of Credit,amy requirement of law applicable to CIBC or arguest or directive (whether or
having the force of law) from any governmental awitly with jurisdiction over CIBC shall prohibit,raequest that CIBC refrain from, 1
issuance of letters of credit generally or suchdreaf Credit in particular, or shall impose upoBC with respect to such Letter of Credit :
restriction, reserve or capital requirement (forickhCIBC is not otherwise compensated hereunderjmeffect on the date hereof, or s
impose upon CIBC any unreimbursed loss, cost oees® which was not applicable on the date herabfrdrich CIBC in good faith deer
material to it.

Section 3.3 Drawings undettéss of Credit. Upon receipt from the beneficiary of any LettéCoedit of any notice «
a Drawing under any Letter of Credit, CIBC shaltatmine in accordance with the terms of such LetfeCredit whether such Drawi
should be honored. If CIBC determines that anjnddiawing shall be honored, CIBC shall make avé#lab such beneficiary in accorda
with the terms of such Letter of Credit the amooihthe Drawing and shall notify the Company of #mount to be paid as a result of ¢
Drawing and the payment date.

Section 3.4 ISPO98The rules of the “International Standby Practit®98”as published by the International Chan
of Commerce most recently at the time of issuarfcang Letter of Credit shall apply to such LettdrGredit unless otherwise expres
provided in such Letter of Credit.

Section 3.5 Proof of Credibli@ations. This Agreement, the executed Letter of Credifjists, executed Letters
Credit issued pursuant to such Letter of CredituRsts, and executed Drawings presented under sttdrd of Credit shall be presump
evidence of the Company'’s Credit Obligations.

ARTICLE IV

REIMBURSEMENT AND PAYMENT OBLIGATIONS

Section 4.1 Reimbursementi@aitions. The Company shall be irrevocably and unconditigrebligated forthwith ti
reimburse CIBC for any amounts paid by CIBC upoy Brawing under any Letter of Credit, together wathy and all reasonable charges
expenses which CIBC may pay or incur relative tchsDrawing and interest on the amount drawn atglicable Rate for each day fr«
and including the date such amount is drawn toelzatuding the date such reimbursement paymentésathal payable. Such reimbursen




payment shall be due and payable (i) at or bef@@Q0LNoon New York time on the date CIBC notifié®e tCompany of su
Drawing, if such notice is given at or before 10801. New York time on such date, or (ii) at or bed 10:00 A.M. New York time on tl
next succeeding Business Day, if such notice iemiafter 10:00 A.M. New York time on such date;uiled , that no payment otherwi
required by this sentence to be made by the Compamy before 12:00 Noon New York time on any dhglisbe overdue hereunde
arrangements for such payment satisfactory to CiBQts reasonable discretion, shall have been nigdihe Company at or before 12
Noon. New York time on such day and such paymeactisally made at or before 3:00 P.M. New York tioresuch day. In addition, 1
Company agrees to pay to CIBC interest, which sadtue and be payable daily, on any and all ansowwit paid by the Company to ClI
when due under this Section 4.1for each day from and including the date wherhsaimount becomes due to but excluding the date
amount is paid in full, whether before or aftergotent, at the Applicable Rate. Each payment tonbde by the Company pursuant to
Section 4.1shall be made to CIBC in immediately available feiadlits address referred to in Section.9.1

Section 4.2 Obligations insRect of Letters of Credit UnconditionalThe obligations of the Company undgzctior
4.1 above shall be absolute, unconditional and irrebe;aand shall be performed strictly in accordanith the terms of this Agreeme
under all circumstances whatsoever, including, eitHimitation, the following circumstances:

@) any lack of validity or enforceabjlivf this Agreement or any Letter of Credit or atpcument related hereto or thereto;

(b) any amendment or waiver of or any consent to demaftom all or any of the provisions of this Agneent or any Letter
Credit or any document related hereto or thereto;

(c) the use which may be made of thedraif Credit by, or any acts or omission of, a lfierey of a Letter of Credit (or ar
Person for whom the beneficiary may be acting);

(d) the existence of any claim, efft-defense or other rights that the Company meehat any time against a beneficiary
Letter of Credit (or any Person for whom the begiafy may be acting), CIBC or any other Person,tiwein connection with this Agreem:
or any Letter of Credit or any document relateceteor thereto or any unrelated transaction;

(e) any statement or any other documesdegnted under a Letter of Credit proving to bgéddr fraudulent or invalid in a
respect or any statement therein being untrueamcurate in any respect whatsoever;

® payment under a Letter of Credit agaipresentation to an Issuing Lender of a draftertificate that does not comply w
the terms of such Letter of Credit; providéiaat CIBC's determination that documents presented underlseitdér of Credit comply with tt
terms thereof shall not have constituted grossigegte or willful misconduct of CIBC; or

(9) any other act or omission to act efag of any kind by CIBC or any other Person or afiyer event or circumstar
whatsoever that might, but for the provisions a6 thubsection (g), constitute a legal or equitab$eharge of the Comparsyobligation
hereunder.

Nothing in this_Section 4.1 intended to limit the right of the Company tokea claim against CIBC for damages as contemg
by the provisdo the first sentence of Section 4.3

Section 4.3 Indemnificatian Respect of Letters of CreditThe Company hereby indemnifies and holds hart
CIBC from and against any and all claims, damalgsses, liabilities, costs or expenses which CIB&Y imcur by reason of or in connect
with the execution and delivery or transfer of ayment or failure to pay under any Letter of Creiditluding, without limitation, any of tl
circumstances enumerated in Section,48 well as (i) any error, omission, interruptamdelay in transmission or delivery of any mess:
by mail, cable, telegraph, telex or otherwise, diily error in interpretation of technical terms) @ny loss or delay in the transmission of
document required in order to make a Drawing urdeetter of Credit, (iv) any consequences arisiognfcauses beyond the control of <
indemnitee, including without limitation, any gowenent acts, or (v) any other circumstances whatsoav making or failing to mal
payment under such Letter of Credit; providetiatthe Company shall not be required to indemnify CH8€any claims, damages, los:
liabilities, costs or expenses, and the Companyf Bhae a claim against CIBC for direct (but nohsequential) damages suffered by it, tc
extent found by a court of competent jurisdictioraifinal, nonappealable judgment or order to have been causéa) blye willful miscondur
or gross negligence of CIBC in determining whetheequest presented under any Letter of Crediedby it complied with the terms of st
Letter of Credit or (b) CIBG failure to pay under any Letter of Credit issbgdt after the presentation to it of a requesttyr complying
with the terms and conditions of such Letter ofditteNothing in this_Section 4.13 intended to limit the obligations of the Compamde
any other provision of this Agreement.

Section 4.4 Interest Caldolas. Interest shall accrue on the outstanding Unransdd Amount, for each day from
date of the related Drawing until it is paid inlfudt a rate per annum equal to the Applicable R&HC shall determine the Applicable R
hereunder, and shall give prompt notice to the Gomgf each change in the Applicable Rate as sermi@ied, and its determination thet
shall be conclusive in the absence of manifestrenrerest shall be computed on the basis ofax €365 days (or 366 days in a leap y
and paid for the actual number of days elapsed.

Section 4.5 Feed’he Company shall pay to CIBC a fee, quartemhairears on the last day of each March, .
September and December falling after the Closintg Dar, if any such day is not a Business Day nitvet succeeding Business Day), an
the Termination Date, at a rate equal to 1.25%apeum on the average Aggregate Stated Amount akéikrs of Credit outstanding on e
day during such quarter, and for the number of daysuch period. For the avoidance of doubt, tre §uarterly payment shall be due
September 30, 2012, in respect of the period baggnon the Closing Date and ending on such dat ttae payment due on the Termina



Date shall be in respect of the period from thegdéng quarteend through the Termination Date. In addition, @@mpany she
pay to CIBC, upon each issuance of, payment uratet/or amendment of, a Letter of Credit, such amasnshall at the time of sL
issuance, payment or amendment be the adminigratiarges and expenses which CIBC is customardygiig for issuances of, payme
under, or amendments to letters of credit issueitl by

Section 4.6 General Provisias to Payments.

€)) Payments by the Companyhe Company shall make each payment of prin@paind interest on the Credit Obligatir
hereunder on the date when due, withouto$ieteounterclaim or other deduction, in immedigtal/ailable funds in New York, New York,
CIBC at its address referred to_in Section.9Whenever any payment shall be due on a day whinbt a Business Day, the date for payr
thereof shall be extended to the next succeedirginBes Day. If the date for any payment of priatis extended by operation of law
otherwise, interest thereon shall be payable foh xtended time.

(b) Increased Costslf after the date hereof, the adoption of anyligpple law, rule or regulation, or any change iy
applicable law, rule or regulation, or any chanyéhie interpretation or administration thereof by &overnmental Authority, central bank
comparable agency charged with the interpretaticsdministration thereof, or compliance by CIBChntny request or directive (whethe
not having the force of law) of any such authoritgntral bank or comparable agency shall imposealifjnor deem applicable any rese
(including, without limitation, any such requirentemposed by the Board of Governors of the FedBederve System), special dept
insurance assessment or similar requirement adagtistrs of Credit issued by, assets of, deposits @r for the account of or credit exteni
by, CIBC or shall impose on CIBC or on the Unitadt8s market for certificates of deposit, or origdtions hereunder in respect of Letter
Credit, and the result of any of the foregoingoignicrease the cost to CIBC of issuing any Letfe€m@dit, or to reduce the amount of any :
received or receivable by CIBC under this Agreenvetit respect thereto, then, within fifteen (15ydafter demand by CIBC, the Comp
shall pay to CIBC such additional amount or amouas¢sdetermined by CIBC in good faith, as will cemgate CIBC for such increased
or reduction, solely to the extent that any sudtitamhal amounts were incurred by CIBC within nin€®0) days of such demand.

(c) Capital Adequacylf CIBC shall have determined that, after theeda¢reof, the adoption of any applicable law, ar
regulation regarding capital adequacy, or any chdangny such law, rule or regulation, or any cleimgthe interpretation or administrat
thereof by any Governmental Authority, central bamkcomparable agency charged with the interpaatadir administration thereof, or ¢
request or directive regarding capital adequacyeftdr or not having the force of law) of any sucitharity, central bank or compara
agency, has or would have the effect of reducimgrétie of return on capital of CIBC (or any Persontrolling CIBC) as a consequence
CIBC's obligations hereunder to a level below that wii¢BC (or any Person controlling CIBC) could hawhiaved but for such adoptic
change, request or directive (taking into consiti@naits policies with respect to capital adequadhygn from time to time, within fifteen (1
days after demand by CIBC, the Company shall pa@IBC such additional amount or amounts as will pensate CIBC (or any Pers
controlling CIBC) for such reduction, solely to thetent that any such additional amounts were neclipy the Lender within ninety (90) di
of such demand.

(d) Notices. CIBC will promptly notify the Company of any ewvesf which it has knowledge, occurring after theedaereo!
that will entitle CIBC to compensation pursuanthis Section, and will use reasonable efforts toidthe need for or to reduce the amoul
such compensation as are not, in the judgment BCCbtherwise disadvantageous to CIBC. A certiicaf CIBC claiming compensati
under this Section and setting forth in reasondblail the additional amount or amounts to be paid hereunder shall be conclusive in
absence of manifest error. In determining suchulamdCIBC may use any reasonable averaging aridutton methods.

Section 4.7 Taxes

€)) Payments Net of Certain Taxe&ny and all payments by the Company to or forabeount of CIBC hereunder shall
made free and clear of and without deduction foy and all present or future taxes, duties, leviegosts, deductions, charges
withholdings and all liabilities with respect thargexcluding: (i) taxes imposed on or measurethleynet income (including branch profits
similar taxes) of, and gross receipts, franchissimilar taxes imposed on, CIBC by the jurisdiction subdivision thereof) under the law:
which CIBC is organized or in which its principalezutive office is located or, in which its Applida Lending Office is located, (ii) a
United States withholding tax imposed on such payséut only to the extent that CIBC is subjecthiuited States withholding tax at -
time CIBC first becomes a party to this Agreemanthanges its Applicable Lending Office, (iii) abgckup withholding tax imposed by
United States (or any state or locality thereof)@BC if it is a “United States persontithin the meaning of Section 7701(a)(30) of
Internal Revenue Code, and (iv) any taxes imposedATCA (all such nonexcluded taxes, duties, leviegposts, deductions, charc
withholdings and liabilities being hereinafter meézl to as “ Taxey. If the Company shall be required by law to dedunst diaxes from or i
respect of any sum payable hereunder to CIBCh&)dum payable shall be increased as necessahatafter making all such requil
deductions (including deductions applicable to &didal sums payable under this Section 4.7 @)BC receives an amount equal to the st
would have received had no such deductions beere nfidthe Company shall make such deductions, tfie Company shall pay the f
amount deducted to the relevant taxation autharitgther authority in accordance with applicable End (iv) the Company shall furnish
CIBC the original or a certified copy of a recegpidencing payment thereof.

(b) Other Taxes.In addition, the Company agrees to pay any ahdrasent or future stamp or documentary taxesaamy
other excise or property taxes, or similar chargesevies, which arise from any payment made purst@ this Agreement or from t
execution, delivery, registration or enforcementasfotherwise with respect to, this Agreementlémtively, “ Other Taxe$).

(c) Indemnification. The Company agrees to indemnify CIBC for the fthount of Taxes and Other Taxes (incluc
without limitation, any Taxes or Other Taxes impb®e asserted by any jurisdiction on amounts payabber this Section 4.7(%)whethe
or not correctly or legally asserted, paid by Cl&@l any liability (including penalties, interestdagxpenses) arising therefrom or with res
thereto as certified in good faith to the CompapyBC seeking indemnification pursuant to tSection 4.7(c. This indemnification shze



be paid within 15 days after CIBC makes demancefioer

(d) Refunds or Creditslf CIBC determines in its sole discretion it hr@seived a refund from a taxation authority for
Taxes or Other Taxes for which it has been indeigthiby the Company or with respect to which the @any has paid additional amot
pursuant to this Section 4,7t shall within fifteen (15) days from the datesnich receipt pay over the amount of such refanithé¢ Compar
(but only to the extent of indemnity payments madeadditional amounts paid by the Company undex 8#ction 4.%vith respect to tr
Taxes or Other Taxes giving rise to such refund),afi all reasonable out-g@iacket expenses of CIBC and without interest (othan intere:
paid by the relevant taxation authority with redgecsuch refund); providedhowever, that the Company agrees to repay, upomneijuest (
CIBC, the amount paid over to the Company (plusafiess, interest or other charges) to CIBC in then¢ CIBC or Agent is required to rej
such refund to such taxation authority.

(e) Tax Forms and Certificate®©n the date hereof, and from time to time theesaf reasonably requested by the Comj
or CIBC, and at any time it changes its Applicdbdéading Office: (i) if CIBC is a “United States @@n” within the meaning of Section 7701
(2)(30) of the Internal Revenue Code, it shallwdglio the Company two (2) properly completed anly éxecuted copies of Internal Reve
Service Form WA, or any successor form prescribed by the InteRealenue Service, or such other documentationfornration prescribe
by applicable law or reasonably requested by thagamy, certifying that CIBC is a United States parand is entitled to an exemption fr
United States backup withholding tax or informati@porting requirements; and (ii) if CIBC is not‘dnited States personivithin the
meaning of Section 7701(a)(30) of the Internal RexeCode, it shall deliver to the Company: (A) (@ properly completed and di
executed copies of Internal Revenue Service Fori® BEN, or any successor form prescribed by thehialeRevenue Service, certifying t
CIBC is entitled to the benefits under an income ttaaty to which the United States is a party Wwhixempts CIBC from United Sta
withholding tax or reduces the rate of withholdilag on payments of interest for the account of GIBE) two (2) properly completed a
duly executed copies of Internal Revenue ServiegenR&-8 ECI, or any successor form prescribed by themaleRevenue Service, certifyi
that the income receivable pursuant to this Agregnseeffectively connected with the conduct ofade or business in the United State:
(C) two (2) properly completed and duly executepies of Internal Revenue Service Form8MBEN, or any successor form prescribed b
Internal Revenue Service, together with a certifida the effect that (x) CIBC is not (1) a “bankithin the meaning of Section 881(c)(3)
of the Internal Revenue Code, (2) a “10-percentai@der” of the Company within the meaning of Section 87@}{B) of the Intern:
Revenue Code, or (3) a “controlled foreign corporgtthat is described in Section 881(c)(3)(C) of theeinal Revenue Code and is relate
the Company within the meaning of Section 864(d)fithe Internal Revenue Code and (y) the intepegtments in question are
effectively connected with a U.S. trade or businemsducted by CIBC or are effectively connected dmat not includible in CIBG& gros
income for United States federal income tax purpasgler an income tax treaty to which the UniteateStis a party; or (D) to the ext
CIBC is not the beneficial owner, two (2) propeclympleted and duly executed copies of Internal RegeService Form V8-IMY, or any
successor form prescribed by the Internal Reverargic®, accompanied by an Internal Revenue Seivicen W-8 ECI, W-8 BEN, W3,
and/or other certification documents from each bieia owner, as applicable. If a payment mad€IBC hereunder would be subject to L
Federal withholding tax imposed by FATCA if CIBGl$ato comply with the applicable reporting requirents of FATCA (including tho:
contained in Section 1471(b) or 1472(b) of the rimhi& Revenue Code, as applicable), CIBC shall delie the Company (A) a certificati
that CIBC has complied with such applicable repgrtiequirements, and (B) other documentation reduio be provided to a withholdi
agent by FATCA or otherwise reasonably requestedheyCompany sufficient for the Company to complighwtheir obligations und
FATCA and to determine that CIBC has complied vétith applicable reporting requirements. In addjticIBC agrees that from time
time after the date hereof, when a lapse in timehange in circumstances renders the previoudficatibn obsolete or inaccurate in ¢
material respect, it will upon the written requesthe Company, deliver to the Company two new eateuand complete signed originalt
Internal Revenue Service Form W-9, W-8 BEN, W-8 BEW-8 IMY or FATCA+elated documentation described above, or succézsns
as the case may be, and, to the extent legallylezhtio do so, such other forms as may be requirearder to confirm or establish 1
entittement of CIBC to a continued exemption fromreduction in United States withholding tax witespect to payments under
Agreement, or it shall immediately notify the Compaf its inability to deliver any such Form or tfcate.

® ExclusionsThe Company shall not be required to indemnify CIBEto pay any additional amount to CIBC, pursua
Section 4.7(a) (b) or (c) in respect of Taxes or Other Taxes to the extest tthe obligation to indemnify or pay such addiibamount
would not have arisen but for the failure of CIBCcomply with the provisions of subsection épve.

(9) Mitigationlf the Company is required to pay additional ameuntor for the account of CIBC pursuant to thistea 4.7,
then CIBC will use reasonable efforts (which shatlude efforts to rebook the Credit Obligationsdhiey CIBC to a new Applicable Lendi
Office, or through another branch or affiliate dBC) to change the jurisdiction of its Applicablehding Office if, in the good faith judgm
of CIBC, such efforts (i) will eliminate or, if i not possible to eliminate, reduce to the greartent possible any such additional payr
which may thereafter accrue and (ii) is not otheendisadvantageous, in the sole determination BECto CIBC. If CIBC is claiming ar
indemnity payment or additional amounts payablespamt to this Section, it shall use reasonabletsficonsistent with legal and regulat
restrictions) to file any certificate or documeaasonably requested in writing by the Company ahinge the jurisdiction of its Applical
Lending Office if the making of such a filing oraige would avoid the need for or reduce the amotiany such indemnity payment
additional amounts that may thereafter accrue amddwot, in the sole determination of CIBC, beearttise disadvantageous to CIBC.

(h) ConfidentialityNothing contained in this Section shall require CI® make available any of its tax returns (or athel
information that it deems to be confidential orgmietary).
ARTICLE V
CONDITIONS

Section 5.1 Conditions to Closing The initial availability of the facility contemaled by this Agreement is subjec




the satisfaction of the following conditions:

(@) This AgreementOn or prior to August 1, 2012, CIBC shall havesgiged a counterpart hereof signed by the Company.
(b) Officers Certificates. CIBC shall have received a certificate signedbehalf of the Company by the Chairman of

Board, the President, any Vice President, the Trea®r the Assistant Treasurer of the Companynstahat (A) on the Closing Date and a
giving effect to the Letters of Credit being maddssued on the Closing Date, no Default shall haaseurred and be continuing and (B)
representations and warranties of the Company tmueherein are true and correct on and as of thsir@ Date, except to the extent
such representations and warranties specificalr te an earlier date, in which case they were &md correct as of such earlier date.

(c) Proceeding®©n the Closing Date, CIBC shall have received (Qestificate of the Secretary of State of the St
Delaware, dated as of a recent date, as to the gfanding of the Company and (ii) a certificateha Secretary or an Assistant Secreta
the Company dated the Closing Date and certifyitp that attached thereto is a true, correct andptetm copy of (x) the Compary’
certificate of formation certified by the Secretarfy State of the State of Delaware and (y) thetéuhiliability company agreement of
Company, (B) as to the absence of dissolutionquidiation proceedings by or against the Companytt{&t attached thereto is a true, col
and complete copy of resolutions adopted by theagers of the Company authorizing the executionivelsl and performance of tt
Agreement and each other document delivered inexiiom herewith or therewith and that such resohgihave not been amended and ¢
full force and effect on the date of such certiféicand (D) as to the incumbency and specimen sigemtof each officer of the Comps
executing this Agreement or any other document/dedid in connection herewith or therewith.

(d) Opinions of Counsébn the Closing Date, CIBC shall have received fanunsel to the Company, opinions address
CIBC, dated the Closing Date, as to such custommatyers as CIBC shall reasonably require.

(e) Consentall necessary governmental (domestic or foreigegutatory and third party approvals, if any, in egection witt
the transactions contemplated by this Agreementsinadl have been obtained and remain in full faod effect, in each case without
action being taken by any competent authority witichld restrain or prevent such transaction or isep@n the reasonable judgment of ClI
materially adverse conditions upon the consummatfauch transactions.

)] Payment of FeesAll costs, fees and expenses due to CIBC on faréeéhe Closing Date shall have been paid.

(9) Counsel FeesCIBC shall have received full payment from then@any of the fees and expenses of Mayer Brown
which are billed through the Closing Date.

Section 5.2 Conditions toukmsce. The obligation of CIBC to issue (or renew or extehe term of) any Letter
Credit, is subject to the satisfaction of the faliog conditions:

@) receipt by CIBC of a Letter of CreRitquest as required hereunder;

(b) after giving effect to the proposeduance of such Letter of Credit, the Aggregatee8tamount will not exceed tl
Maximum Stated Amount;

(©) the fact that, immediately before aafter giving effect to such issuance, renewal xtemsion, no Default shall ha
occurred and be continuing; and

(d) the fact that the representations\aadanties of the Company contained in this Agreenshall be true and correct on
as of the date of such issuance, renewal or extenskcept to the extent that such representatindsvarranties specifically refer to an ea
date, in which case they were true and correcf asich earlier date and except for the represemtsiin_Section 6.4(c)Section 6.6 Sectior
6.15and_Section 6.16which shall be deemed only to relate to the matieferred to therein on and as of the ClosingeDat

Each issuance, renewal or extension of a Lett@redlit under this Agreement shall be deemed to flepr@sentation and warranty
the Company on the date of such event as to the $aecified in clauses (b) and (c) of this Section

ARTICLE VI

REPRESENTATIONS AND WARRANTIES

The Company represents and warrants that:

Section 6.1 Statug.he Company is a limited liability company dulsganized, validly existing and in good stanc
under the laws of the State of Delaware and habrttied liability company authority to make andrfmem this Agreement.

Section 6.2 Authority; No Glict. The execution, delivery and performance by then@any of this Agreement a
each other Letter of Credit Request have been dutiiorized by all necessary limited liability comgaaction and do not violate (i) a
provision of law or regulation, or any decree, orderit or judgment, (ii) any provision of its lindd liability company agreement, or (
result in the breach of or constitute a defaultarrahy indenture or other agreement or instruneewntitich the Company is a party.

Section 6.3 Legality; Etc. This Agreement and each Letter of Credit Requesstitute the legal, valid and bind



obligations of the Company, enforceable againstGbenpany in accordance with their terms excepthto extent limited by (i
bankruptcy, insolvency, fraudulent conveyance arganization laws or by other similar laws relatitagor affecting the enforceability
creditors’rights generally and by general equitable prinapMhich may limit the right to obtain equitable edres regardless of whetl
enforcement is considered in a proceeding of laveaurity or (b) any applicable public policy on emf@ability of provisions relating
contribution and indemnification.

Section 6.4 Financial Corutiti

€)) Audited Financial Statementhe consolidated balance sheet of the Company tan@ansolidated Subsidiaries as
December 31, 2011 and the related consolidatednséatts of income and cash flows for the fiscal yean ended, reported on by Erns
Young, LLP, copies of which have been delivere@€IBC, fairly present, in conformity with GAAP, tlmnsolidated financial position of
Company and its Consolidated Subsidiaries as df date and their consolidated results of operatmuscash flows for such fiscal year.

(b) Interim Financial Statementie unaudited consolidated balance sheet of thep@oynand its Consolidated Subsidia
as of March 31, 2012 and the related unauditedatiolaged statements of income and cash flows ferttiree months then ended fa
present, in conformity with GAAP applied on a bagimsistent with the financial statements refeteedh subsection (a) of this Section,
consolidated financial position of the Company #sdConsolidated Subsidiaries as of such date e tonsolidated results of operati
and cash flows for such three-month period (sulifgobrmal year-end audit adjustments).

(c) Material Adverse Changdggince December 31, 2011, there has been no charlye business, assets, financial conditic
operations of the Company and its Consolidated iflisb®es, considered as a whole, that would mdtgréend adversely affect the Compaay’
ability to perform any of its obligations undergligreement.

Section 6.5 Rights to Projestt The Company and its Restricted Subsidiaries lgoad and valid fee, leasehc
easement or other right, title or interest in oalicthe properties necessary to the conduct of thesiness as conducted on the Closing
and as then proposed to be conducted, except &xthat the failure to have such rights or inter@gbuld not have a Material Adverse Effect.

Section 6.6 LitigationExcept as disclosed in or contemplated by the gzmy's Form 1K Report to the SEC for tl
year ended December 31, 2011 or in any subsequent E(-K, 10-Q or 8K Report, no litigation, arbitration or adminisixeg proceedin
against the Company is pending or, to the Comsakyowledge, threatened, which would reasonablgXpected to materially and advers
affect the ability of the Company to perform anyitsfobligations under this Agreement. There iditigation, arbitration or administrati
proceeding pending or, to the knowledge of the Camgpthreatened which questions the validity of thjreement.

Section 6.7 No ViolatiorNo part of the proceeds of the borrowings by teder will be used, directly or indirectly
the Company for the purpose of purchasing or cagrginy “margin stockWithin the meaning of Regulation U of the BoardGivernors ¢
the Federal Reserve System, or for any other perpgsch violates, or which conflicts with, the pisiens of Regulations U or X of s:
Board of Governors. The Company is not engagettipally, or as one of its important activities,tire business of extending credit for
purpose of purchasing or carrying any such “masgirck”.

Section 6.8 ERISAEach member of the ERISA Group has fulfilled dfsligations under the minimum fundi
standards of ERISA and the Internal Revenue Code ngspect to each Material Plan and is in compégain all material respects with -
presently applicable provisions of ERISA and theednal Revenue Code with respect to each Matelgad. No member of the ERISA Grc
has (i) sought a waiver of the minimum funding stamdl under Section 412 of the Internal Revenue Qodespect of any Material Plan,
failed to make any contribution or payment to angtdfial Plan, or made any amendment to any MatBtat, which has resulted or co
result in the imposition of a Lien or the postingaobond or other security under ERISA or the Imé&Revenue Code or (iii) incurred ¢
material liability under Title IV of ERISA other &m a liability to the PBGC for premiums under Sat#007 of ERISA.

Section 6.9 Governmental Agwals. No authorization, consent or approval from anw&omental Authority |
required for the execution, delivery and perforneahg the Company of this Agreement, except suchagiziations, consents and approval
shall have been obtained prior to the Closing Batgshall be in full force and effect.

Section 6.10 Investment Conmypéct. The Company is not an “investment compamythin the meaning of tt
Investment Company Act of 1940, as amended.

Section 6.11 Restricted Sdibsies, Etc. Set forth in Schedule 6.11 hereto is a complet eorrect list as of tl
Closing Date of the Restricted Subsidiaries of @enpany, together with, for each such Subsididrg,juirisdiction of organization of su
Subsidiary. Except as disclosed in Schedule 6.18tteas of the Closing Date, each such Subsidipwyas a Wholly Owned Subsidiary
the Company and (ii) was duly organized, validlystrg and in good standing under the laws of thisgliction of its organization and had
corporate or other organizational powers to camyt® businesses as then conducted.

Section 6.12 Tax Returns Bagments. The Company and each of its Restricted Subséatidras filed or caused to
filed all federal, state, local and foreign incotag returns required to have been filed by it aad paid or caused to be paid all income t
shown to be due on such returns except income tivetsare being contested in good faith by appaterproceedings and for which
Company or its Restricted Subsidiaries, as the oasg be, shall have set aside on its books ap@tepreserves with respect theret
accordance with GAAP or that would not reasonalelekpected to have a Material Adverse Effect.

Section 6.13 Compliance wlithws. To the knowledge of the Company or any of itstReted Subsidiaries, tl
Company and each of its Restricted Subsidiarieim isompliance with all applicable laws, regulatiomsd orders of any Governmei




Authority, domestic or foreign, in respect of thenduct of its business and the ownership of itspery (including, withot
limitation, compliance with all applicable ERISA drEnvironmental Laws and the requirements of anymjis issued under su
Environmental Laws), except to the extent (a) saompliance is being contested in good faith by appate proceedings or (b) non-
compliance would not reasonably be expected to nalie and adversely affect its ability to perforamy of its obligations under tt
Agreement.

Section 6.14 No Defaullo Default has occurred and is continuing.
Section 6.15 Environmentalttdles.
(@) Except (i) as disclosed in or conttatgal by the Company’s Form ¥0Report to the SEC for the year ended Decembe

2011 or in any subsequent Form 10-K, 10-Q & Report, or (ii) to the extent that the liabilgi®f the Company and its Subsidiaries, take
a whole, that relate to or could reasonably be ebtguketo result from the matters referred to in sésu(i) through (iii) of this Section 6.15(a)
inclusive, would not reasonably be expected tolt@s@a Material Adverse Effect:

0] no notice, natification, citation, summons, comptadr order has been received by the Company oraddinits
Subsidiaries, no penalty has been assessed nuy inv@stigation or review pending or, to the Comyga or any ¢
its Subsidiariesknowledge, threatened by any governmental or athtty with respect to any (A) alleged violat
by or liability of the Company or any of its Sulsides of or under any Environmental Law, (B) allddailure b
the Company or any of its Subsidiaries to have emyronmental permit, certificate, license, apptowagistratiol
or authorization required in connection with thendoct of its business or (C) generation, storaggatien
disposal, transportation or release of Hazardostances

(i) to the Company’s or any of its Subsidiarikglowledge, no Hazardous Substance has been rel@asbdo writte
notification of such release has been filed) (wbethr not in a reportable or threshold planningndiig at, on o
under any property now or previously owned, leaseoperated by the Company or any of its Subsieamnc

(iii) no property now or previously owned, leased or agetr by the Company or any of its Subsidiariest@rthe
Company’s or any of its Subsidiaridsiowledge, any property to which the Company or @fnys Subsidiaries he
directly or indirectly, transported or arranged floe transportation of any Hazardous Substancdistésl or, to th
Company’s or any of its Subsidiaridgiowledge, proposed for listing, on the Nationdbfties List promulgate
pursuant to the Comprehensive Environmental Regpddempensation and Liability Act of 1980, as anezh(
CERCLA™), on CERCLIS (as defined in CERCLA) or on any simflederal, state or foreign list of sites requil
investigation or clee-up.

(b) Except as disclosed in or contemplddg the Company’s Form 1K-Report to the SEC for the year ended Decembe
2011 or in any subsequent Form 10-K, 10-Q or 8-Kpd®e to the Company’s or any of its Subsidiariksowledge, there are
Environmental Liabilities that have resulted or Icoreasonably be expected to result in a Materdhlekse Effect.

(c) For purposes of this Section 6,1be terms “the Company” and “Subsidiastiall include any business or business €
(including a corporation) which is a predecessomhole or in part, of the Company or any of itdSidiaries from the time such busines
business entity became a Subsidiary of PPL Conpor,gd Pennsylvania corporation.

Section 6.16 Guaranteess of the Closing Date, except as set forth iheBule 6.16 hereto, the Company ha
Guarantees of any Debt of any Foreign Subsidiath@Company other than such Debt not in exce$29f000,000 in the aggregate.

Section 6.17 OFAQNone of the Company, any Subsidiary of the Compamany Affiliate of the Company: (i) is
Sanctioned Person, (i) has more than 10% of ietasin Sanctioned Entities, or (iii) derives mtran 10% of its operating income fr
investments in, or transactions with Sanctioned®es or Sanctioned Entities.

ARTICLE VII

COVENANTS

The Company agrees with CIBC that, until all Ledtef Credit issued under this Agreement shall haexainated, and ¢
Credit Obligations shall have been indefeasiblydpai full, the Company will perform or cause to performed each covenant of
“Borrower” contained in Article VI of the Existing Credit Agrment, with each definition and related term, asffact on the Closing De
(and thereafter as in effect) being incorporatethisn Agreement by this reference as though spadiyi set forth herein, subject in all case
the terms of Section 2;3rovidedthat if CIBC shall cease to be a Lender under tkistlBg Credit Agreement, the Company agrees tora
this Agreement by inserting substantially all of taffirmative and negative covenants of the Compamer the Existing Credit Agreem
into this Agreement directly.

ARTICLE VI

DEFAULTS

Section 8.1 Events of Default If one or more of the following events (each* Event of Defaul”) shall have occurre




and be continuing:
(@) the Company shall fail to pay whee dny principal on any Credit Obligations; or

(b) the Company shall fail to pay wheredany interest on the Credit Obligations, any feeamwy other amount payal
hereunder for five (5) days following the date spelyment becomes due hereunder; or

(©) the Company shall fail to observeperform any covenant or agreement (A) containedlamise (ii) of Section 6.05,
Sections 6.06, 6.08, 6.09, 6.11 or 6.12 of the tixgsAgreement (as incorporated into this Agreemgmtsuant to Article VII), or (E
contained in Section 6.01(d)(i) of the Existing Agment (as incorporated into this Agreement puntsiaArticle VII) for 30 days after al
such failure, or (C) contained in Section 6.01{)(f the Existing Agreement (as incorporated ititis Agreement pursuant to Article VII) 1
ten (10) days after any such failure; or

(d) the Company shall fail to observeperform any covenant or agreement contained inAgigement, including covena
and agreements incorporated herein pursuant tol&ndll (other than those covered by clauses @)o( (c) above) for thirty (30) days al
written notice thereof has been given to the CominCIBC; or

(e) any representation, warranty or fiedion made by the Company in this Agreement rorany certificate, financi
statement or other document delivered pursuantidvenethereto shall prove to have been incorrecarig material respect when made
deemed made; or

)] the Company or any Restricted Sulasidshall (i) fail to pay any principal or interestgardless of amount, due in res
of any Material Debt beyond any grace period predidvith respect thereto, or (ii) fail to observepmrform any other term, covens
condition or agreement contained in any agreemeimstrument evidencing or governing any such Matddebt beyond any grace per
provided with respect thereto if the effect of dajure referred to in this clause (ii) is to causeto permit the holder or holders of such [
or a trustee on its or their behalf to cause, $deit to become due prior to its stated maturity; or

(9) the Company or any Restricted Subsydof the Company shall commence a voluntary casether proceeding seek
liquidation, reorganization or other relief withspect to itself or its debts under any bankruptogolvency or other similar law now
hereafter in effect or seeking the appointment ofiatee, receiver, liquidator, custodian or otsietilar official of it or any substantial part
its property, or shall consent to any such relieoathe appointment of or taking possession bysarmh official in an involuntary case or ot
proceeding commenced against it, or shall makenargéassignment for the benefit of creditors,talisfail generally to pay, or shall admit
writing its inability to pay, its debts as they bewe due, or shall take any corporate action toaxish any of the foregoing; or

(h) an involuntary case or other procegdihall be commenced against the Company or asjyri®ed Subsidiary seeki
liquidation, reorganization or other relief withspect to it or its debts under any bankruptcy, lirmewcy or other similar law now or herea
in effect or seeking the appointment of a trusteegiver, liquidator, custodian or other similafi@él of it or any substantial part of
property, and such involuntary case or other prdicgeshall remain undismissed and unstayed forremg®f 60 days; or an order for rel
shall be entered against the Company or any Restrisubsidiary under the Bankruptcy Code; or

() any member of the ERISA Group shall fo pay when due an amount or amounts aggregatirexcess of $50,000,0
which it shall have become liable to pay undereTitf of ERISA; or notice of intent to terminate aatdrial Plan shall be filed under Title
of ERISA by any member of the ERISA Group, any péaiministrator or any combination of the foregoing;the PBGC shall institu
proceedings under Title IV of ERISA to terminatjrmpose liability (other than for premiums undexcton 4007 of ERISA) in respect of,
to cause a trustee to be appointed to administeMaterial Plan; or a condition shall exist by r@a®f which the PBGC would be entitlec
obtain a decree adjudicating that any Material Phust be terminated; or there shall occur a corametpartial withdrawal from, or defat
within the meaning of Section 4219(c)(5) of ERISMth respect to, one or more Multiemployer Plansalwttould reasonably be expecte
cause one or more members of the ERISA Group to imcurrent payment obligation in excess of $50,000; or

)] the Company or any of its Restrict&absidiaries shall fail within sixty (60) days tayp bond or otherwise discharge
judgment or order for the payment of money in ega&fs$20,000,000, entered against the Companyysach Restricted Subsidiary tha
not stayed on appeal or otherwise being approfyiatatested in good faith; or

(k) a Change of Control shall have ocedyr

then, and in every such event, while such evenbiginuing, CIBC may (A) by notice to the Comparecldre the Availability Terminatic
Date to have occurred, and (B) by notice to the gamy declare the Credit Obligations (together \aithrued interest and accrued and ur
fees thereon and all other amounts due hereundésg,tand the Credit Obligations shall thereupocobe, immediately due and paye
without presentment, demand, protest or other eatfcany kin), all of which are hereby waived bg tBompany and require the Compan
and the Company shall, Cash Collateralize (in anwarhnot less than 100% thereof) all Credit Oblmya then outstanding; providettiat, ir
the case of any Default or any Event of Defaulces in clause 8.1(g) or 8.1(h) above with reggecthe Company, without any notice
the Company or any other act by CIBC, the AvailbiTermination Date shall thereupon occur and @medit Obligations (together wi
accrued interest and accrued and unpaid fees tharaball other amounts due hereunder) shall beéommediately due and payable with
presentment, demand, protest or other notice ofkamy, all of which are hereby waived by the Compaand the Company shall C:
Collateralize (in an amount not less than 100%eb@rall Credit Obligations then outstanding.

ARTICLE IX



MISCELLANEOUS

Section 9.1 Notice€xcept as otherwise expressly provided hereimatices and other communications hereu
shall be in writing (for purposes hereof, the texmiting” shall include information in electronic format suah electronic mail and inter
web pages) or by telephone subsequently confirmedriting; providedthat the foregoing shall not apply to notices t@Clpursuant t
Article Il if CIBC has notified the Company thdtis incapable of receiving notices under suchdletin electronic format. Any notice st
have been duly given and shall be effective ifvdg®d by hand delivery or sent via electronic mailecopy, recognized overnight cou
service or certified or registered mail, returneipt requested, or posting on an internet web page,shall be presumed to be received
party hereto (i) on the date of delivery if deligdrby hand or sent by electronic mail, posting orinéernet web page, or telecopy, (ii) on
Business Day following the day on which the same lbeen delivered prepaid (or on an invoice basig teputable national overnight
courier service or (iii) on the third Business Oalfowing the day on which the same is sent byifiedt or registered mail, postage prepaic
each case to the respective parties at the addrdstecopy numbers set forth below, and, in theeaaf the Lenders, set forth on signa
pages hereto, or at such other address as sughmpaytspecify by written notice to the other partiereto:

if to the Company:

PPL Energy Supply, LLC

Two North Ninth Street (GENTW14)
Allentown, Pennsylvania 18101-1179
Attention: Russell R. Clelland
Telephone: 610-774-5151

Facsimile: 610-774-5235

with a copy to:

PPL Energy Supply, LLC

Two North Ninth Street (GENTW4)
Allentown, Pennsylvania 18101-1179
Attention: Frederick C. Paine, Esq.
Telephone: 610-774-7445

Facsimile: 610-774-6726

if to CIBC:
For Letter of Credit Requests:

Canadian Imperial Bank of Commerce, New York Agency

425 Lexington Avenue, B Avenue

New York, New York, 10017 Attn: Blair Kissack/Fr&age/Ryan Moonilal
Telephone: (416) 780-5543 and (416) 542-4344

Facsimile: (905) 948-1934

For all other notices:

Canadian Imperial Bank of Commerce, New York Agency
425 Lexington Avenue

New York, New York, 10017

Attn: General Counsel

Telephone: (212) 667-8316

Facsimile: (212) 667-8366

Section 9.2 No Waivers; NBxclusive Remedies.No failure by CIBC to exercise, no course of dealith respec
to, and no delay in exercising any right, powepovilege hereunder shall operate as a waiver tiarer shall any single or partial exerc
thereof preclude any other or further exercisedbior the exercise of any other right, power avifgge. The rights and remedies provi
herein shall be cumulative and not exclusive of aglyts or remedies provided by law.

Section 9.3 Expenses; Inddication .

€)) Expenses.The Company shall pay (i) all out-of-pocket exgpes of CIBC,including legal fees and disbursement
Mayer Brown LLP and any other local counsel retdibg CIBC, in its reasonable discretion, in conimctvith the preparation, executi
delivery and administration of this Agreement, avaiver or consent thereunder or any amendmentdhereany Default or alleged Defa
thereunder and (ii) all reasonable outpofeket expenses incurred by CIBC, including (withduplication) the fees and disbursement
outside counsel, in connection with any restruamriworkout, collection, bankruptcy, insolvency aoither enforcement proceedings
connection with the enforcement and protectiontofights;_providedthat the Company shall not be liable for any I€gek or disbursemel
of any counsel for CIBC other than Mayer Brown LhBsociated with the preparation, execution andreisliof this Agreement and t
closing documents contemplated hereby.



(b) Indemnity in Respect of Agreemefite Company agrees to indemnify CIBC, its Affilistand the respective directc
officers, trustees, agents, employees, trusteemdwidors of the foregoing (each an “ Indemniteand hold each Indemnitee harmless 1
and against any and all liabilities, obligatiorasdes, damages, penalties, actions, judgments, sogts and expenses or disbursements ¢
kind whatsoever (including, without limitation, theasonable fees and disbursements of counselrgndial penalties or fines assessec
OFAC), which may at any time (including, withounitation, at any time following the payment of thigigations of the Company hereunc
be imposed on, incurred by or asserted against Budgmnitee in connection with any investigativdménistrative or judicial proceedil
(whether or not such Indemnitee shall be designatguhrty thereto) brought or threatened (by anydtparty, by the Company or &
Subsidiary of the Company) in any way relating t@ising out of this Agreement or any documentgtemplated hereby or referred to he
or any actual or proposed use of proceeds of Lharsunder; providedhat no Indemnitee shall have the right to be ingiéied hereunder fc
such Indemnitee’s own gross negligence or willfuseonduct as determined by a court of competeigdigtion in a final, norappealabl
judgment or ordel

(c) Indemnity in Respect of Environméritabilities. The Company agrees to indemnify each Indemnitee henhdl eac
Indemnitee harmless from and against any andadiiliies, obligations, losses, damages, penakieions, judgments, suits, claims, costs
expenses or disbursements of any kind whatsoewetudiing, without limitation, reasonable expensdsinvestigation by enginee
environmental consultants and similar technicalspenel and reasonable fees and disbursements olsaduwhich may at any tir
(including, without limitation, at any time followg the payment of the obligations of the Compamgineder) be imposed on, incurred b
asserted against such Indemnitee in respect af cornnection with any actual or alleged presencelease of Hazardous Substances «
from any property now or previously owned or opedaby the Company or any of its Subsidiaries or pregecessor of the Company or
of its Subsidiaries, or any and all Environmentehilities. Without limiting the generality of theregoing, the Company hereby waive:
rights of contribution or any other rights of reeoy with respect to liabilities, obligations, lossdamages, penalties, actions, judgments,
costs and expenses and disbursements in respecirotonnection with Environmental Liabilities thamight have by statute or otherw
against any Indemnitee.

(d) Waiver of Damage$o the fullest extent permitted by applicable lahe Company shall not assert, and hereby we
any claim against any Indemnitee, on any theorlatility, for special, indirect, consequential jpunitive damages (as opposed to dire:
actual damages) arising out of, in connection wathas a result of, this Agreement or any agreeroeiristrument contemplated hereby,
transactions contemplated hereby or thereby, amteief Credit or the use of the proceeds ther@&ad. Indemnitee referred to in clause
above shall be liable for any damages arising ftbemuse by unintended recipients of any informatiorother materials distributed by
through telecommunications, electronic or otheoimfation transmission systems in connection witls #hgreement or the transactis
contemplated hereby.

Section 9.4 Amendments andwAfa. Any provision of this Agreement may be amendedvaived if, but only it
such amendment or waiver is in writing and is sijhg the Company and CIBC.

Section 9.5 Successors arsighs.

@ Successors and Assighise provisions of this Agreement shall be bindimmpm and inure to the benefit of the pai
hereto and their respective successors and assigespt that the Company may not assign or othertwansfer any of its rights under 1
Agreement without the prior written consent of CIBRcept to the extent any such assignment refsalts the consummation of a merge
consolidation permitted pursuant to this Agreement.

(b) Assignments to Federal Reserve BaDKC may at any time assign all or any portiontsfrights under this Agreemen:
a Federal Reserve Bank. No such assignment stedise CIBC from its obligations hereunder.

Section 9.6 Governing Law;b8ussion to Jurisdiction. This Agreement shall be governed by and constin
accordance with the internal laws of the State @viNork. The Company hereby submits to the nonesxet jurisdiction of the United Sta
District Court for the Southern District of New Yornd of any New York State court sitting in NewrkK cCity for purposes of all leg
proceedings arising out of or relating to this Agrent or the transactions contemplated hereby. Qdrapany irrevocably waives, to -
fullest extent permitted by law, any objection whit may now or hereafter have to the laying of wkaue of any such proceeding brougl
such court and any claim that any such proceediogght in any such court has been brought in aonwenient forum.

Section 9.7 Counterpartsedmation; Effectiveness.This Agreement shall become effective on the @pHate. Thi
Agreement may be signed in any number of countespaach of which shall be an original, with thensaeffect as if the signatures the
and hereto were upon the same instrument. On #eadthe Closing Date, this Agreement and all tleeuinents referred to herein sl
constitute the entire agreement and understanditamng the parties hereto and supersede any andallgreements and understandings,
or written, relating to the subject matter heraud ¢hereof.

Section 9.8 Generally Accepfeccounting Principles. Unless otherwise specified herein, all accountergns use
herein shall be interpreted, all accounting deteatibns hereunder shall be made and all finandatkments required to be delive
hereunder shall be prepared in accordance with GA&Rnh effect from time to time, applied on a basimsistent (except for chani
concurred in by the Comparsyindependent public accountants) with the auditesolidated financial statements of the Compart ite
Consolidated Subsidiaries most recently delivecethé Lenders; providedthat, if the Company notifies CIBC that the Compavishes t
amend any covenant herein to eliminate the effeahyg change in GAAP on the operation of such canéffor if CIBC notifies the Compa
that its wishes to amend this Agreenent for suaipqee), then the Comparsytompliance with such covenant shall be determimethe bas
of GAAP in effect immediately before the relevahtinge in GAAP became effective, until either suctice is withdrawn or such covenar
amended in a manner satisfactory to the CompanyC#a@.




Section 9.9 WAIVER OF JURY [MR. THE COMPANY HEREBY IRREVOCABLY WAIVES ANY AND ALL
RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISNG OUT OF OR RELATING TO THIS AGREEMENT OR TF
TRANSACTIONS CONTEMPLATED HEREBY.

Section 9.10 ConfidentialityCIBC agrees to hold all ngmiblic information obtained pursuant to the requieats o
this Agreement in accordance with its customarycedare for handling confidential information ofghiature and in accordance with safe
sound banking practices; provided, that nothingeimeshall prevent CIBC from disclosing such infotioa (i) to any Person if reasona
incidental to the administration of the Credit @bliions, (ii) upon the order of any court or adstirgtive agency, (iii) to the extent reque:
by, or required to be disclosed to, any rating ager regulatory agency or similar authority (indilug any selfregulatory authority, such
the National Association of Insurance Commissiondig) which had been publicly disclosed otherrtles a result of a disclosure by ClI
prohibited by this Agreement, (v) in connectiontwény litigation to which CIBC or any of its Subisides or Affiliates may be party, (vi)
the extent necessary in connection with the exemisany remedy hereunder, (vii) to CIBCAffiliates and their respective directors, offig,
employees and agents including legal counsel asebiendent auditors (it being understood that thedPs to whom such disclosure is i
will be informed of the confidential nature of suciiormation and instructed to keep such informationfidential), (viii) with the consent
the Company, (ix) to Gold Sheets and other sinmilank trade publications, such information to cdnsidely of deal terms and otl
information customarily found in such publicaticarsd (x) subject to provisions substantially simttathose contained in this Section, to
securitization, swap or derivative transaction tietato the Credit Obligations hereunder. Notwidimgling the foregoing, CIBC or May
Brown LLP may circulate promotional materials art@cpe advertisements in financial and other newsisagqued periodicals or on a home g
or similar place for dissemination of informatiom ¢he Internet or worldwide web, in each case,rdtfe closing of the transactic
contemplated by this Agreement in the form of arfbstone”or other release limited to describing the nameb@fCompany or its Affiliate
or any of them, and the amount, type and closirig disuch transactions, all at their sole expense

Section 9.11 USA PATRIOT Adtptice. CIBC hereby notifies the Company that pursuarthtorequirements of t
USA PATRIOT Act (Title 1ll of Pub.L. 107-56 (signeidto law October 26, 2001)) (the_“ Patriot A9t it is required to obtain, verify a
record information that identifies the Company, evhinformation includes the name and address ofCthmpany and other information t
will allow CIBC to identify the Company in accordamwith the Patriot Act.

Section 9.12 No Fiduciary 2utCIBC and its Affiliates (collectively, solely farurposes of this paragraph, th€EIBC
Parties’), may have economic interests that conflict with thothe Company, its Affiliates and/or their restpee stockholders (collectivel
solely for purposes of this paragraph, the “ ComypBarties”). The Company agrees that nothing in this Agreemerttloerwise will b
deemed to create an advisory, fiduciary or ageetationship or fiduciary or other implied duty (eththan any implied duty of good fai
between any CIBC Party, on the one hand, and anyp@oy Party, on the other. The CIBC Parties ackedge and agree that (a)
transactions contemplated by this Agreement (inomadhe exercise of rights and remedies hereunddrthereunder) are armiengtt
commercial transactions between the CIBC Partiegshe one hand, and the Company, on the othertand ¢onnection therewith and w
the process leading thereto, (i) no CIBC Partydsssimed an advisory or fiduciary responsibilityawor of any Company Party with resg.
to the transactions contemplated hereby (or thecese=of rights or remedies with respect theretathe process leading thereto (irrespet
of whether any CIBC Party has advised, is curreadlyising or will advise any Company Party on otiatters) or any other obligation to i
Company Party except the obligations expresslyostt in this Agreement and (ii) each CIBC Partyagting solely as principal and not as
agent or fiduciary of any Company Party. The Comypacknowledges and agrees that the Company hasilth#ts own legal and financ
advisors to the extent it deemed appropriate amadl ithis responsible for making its own independpmigment with respect to s
transactions and the process leading thereto.Chimepany agrees that it will not claim that any CIB&rty has rendered advisory service
any nature or respect, or owes a fiduciary or similuty to any Company Party, in connection witbhstransaction or the process leau
thereto.




EXECUTED as of the day first written above.

PPL ENERGY SUPPLY, LL(

By:

Name:
Title:

CANADIAN IMPERIAL BANK OF
COMMERCE, NEW YORK AGENCY

By:

Name:
Title:

Schedule 6.11

Restricted Subsidiarie

Restricted Subsidiar Jurisdiction of Organizatio
PPL Generation, LL( Delaware
PPL Montana Holdings, LL! Delaware
PPL Montana, LLC Delaware
PPL Martins Creek, LL( Delaware
PPL Brunner Island, LL( Delaware
PPL Montour, LLC Delaware
PPL Susquehanna, LL Delaware
PPL Holtwood, LLC Delaware
PPL EnergyPlus, LL( Pennsylvani:
PPL Investment Corporatic Delaware

1As of July 27, 2012



Exhibit 12(a
PPL CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS
(Millions of Dallars)

6 Months
Ended
June 30, Years Ended December 31
2012 2011 2010 2009 2008 2007
Earnings, as define:
Income from Continuing Operations Befc
Income Taxe! $ 1,169 $ 2,201 $ 1239 % 538 $ 1,273 $ 1,230
Adjustment to reflect earnings from equity mett
investments on a cash ba 1 7 1 2
1,169 2,202 1,246 539 1,273 1,232
Total fixed charges as belc 520 1,022 698 513 568 609
Less:
Capitalized interes 29 51 30 43 57 55
Preferred security distributions of subsidial
on a pr-tax basis 6 23 21 24 27 23
Interest expense and fixed charges relate
discontinued operatior 3 12 15 16 39
Total fixed charges included in Income fr
Continuing Operations Before Income Ta 485 945 635 431 468 492

Fixed charges, as define

Interest charges (i $ 497 $ 955 $ 637 $ 446 $ 518 $ 565
Estimated interest component of operating rer 17 44 39 42 22 21
Preferred security distributions of subsidial
on a pr-tax basis 6 23 21 24 27 23
Fixed charges of majori-owned share of 50%
les--owned person 1 1 1
Ratio of earnings to fixed charg - 32 _ 31 27 19 31 28
Ratio of earnings to combined fixed charges
preferred stock dividends (c) 3.2 3.1 2.7 1.9 3.1 2.8

(@) Includes interest on lo-term and sho-term debt, as well as amortization of debt discpexpense and premiu- net.

(b) Interest on unrecognized tax benefits is not inetlioh fixed charge:

(c) PPL, the parent holding company, does not hayeeeferred stock outstanding; therefore, the ratiearnings to combined fixed charges and prediesteck dividends is
the same as the ratio of earnings to fixed chal
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Exhibit 12(b
PPL ENERGY SUPPLY, LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(Millions of Dallars)

6 Months
Ended
June 30, Years Ended December 31,
2012 2011 2010 2009 2008 2007
Earnings, as define:
Income (Loss) from Continuing Operations Bef
Income Taxe! $ 514 $ 1,212 $ 881 $ (13) $ 671 $ 785
Adjustments to reflect earnings from equity met
investments on a cash ba 1 7 1 2
514 1,213 888 (12) 671 787
Total fixed charges as belc 118 259 426 364 390 388
Less:
Capitalized interes 24 47 33 44 57 54
Interest expense and fixed charges relate
discontinued operatior 3 147 102 157 217
Total fixed charges included in Income (Loss) fr
Continuing Operations Before Income Ta: 94 209 246 218 176 117
Fixed charges, as define
Interest charges (i $ 105 $ 223 $ 387 $ 321 $ 374 $ 374
Estimated interest component of operating rer 13 36 38 42 15 14
Fixed charges of majori-owned share of 50%
less-owned person 1 1 1
5.2 5.5 2.7 0.6 2.2 2.3

Ratio of earnings to fixed charges

(@) Includes interest on lo-term and sho-term debt, as well as amortization of debt discpexpense and premiu- net.

(b) Interest on unrecognized tax benefits is not inetlioh fixed charge:

(c) InJdanuary 2011, PPL Energy Supply distributed@0% membership interest in PPL Global to PPLrg3n8upply's parent, PPL Energy Funding. As alteB#L
Global's operating results were reclassified ac@isinued Operations. Upon reflecting this redfasgion, earnings were less than fixed charge2699. See Note 9 in
PPL Energy Supply’s 2011 Form 10-K for additiomgbrmation. The total amount of fixed chargestfos period was approximately $364 million and thial amount
of earnings was approximately $206 million. Theoamt of the deficiency, or the amount of fixed djes in excess of earnings, was approximately $1iom
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PPL ELECTRIC UTILITIES CORPORATION AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND

PREFERRED STOCK DIVIDENDS

Earnings, as define:
Income Before Income Taxi

Total fixed charges as belc

Total earning:

Fixed charges, as define
Interest charges (i

Estimated interest component of operating rer
Total fixed charges (k

Ratio of earnings to fixed charg

Preferred stock dividend requirements on &tax
basis

Fixed charges, as abo

Total fixed charges and preferred stock divide
Ratio of earnings to combined fixed charges

preferred stock dividenc

(Millions of Dollars)

Exhibit 12(c

6 Months
Ended
June 30, Years Ended December 31
2012 2011 2010 2009 2008 2007
$ 97 $ 257 192 221 $ 278 $ 246
52 105 102 121 114 143
$ 149 $ 362 294 342 $ 392 $ 389
$ 50 $ 102 101 120 $ 113 $ 139
2 3 1 1 1 4
$ 52 $ 105 102 121 $ 114 $ 143
2.9 3.4 2.9 2.8 3.4 2.7
$ 6 % 21 23 28 $ 28 $ 27
52 105 102 121 114 143
$ 58 $ 126 125 149 $ 142 $ 170
2.6 2.9 2.4 2.3 2.8 2.3

(@) Includes interest on lo-term and sho-term debt, as well as amortization of debt discpexpense and premiu- net.

(b) Interest on unrecognized tax benefits is not inetlioh fixed charge:
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LG&E AND KU ENERGY LLC AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
(Millions of Dollars)

Earnings, as define:

Income from Continuing Operatiol
Before Income Taxe

Adjustment to reflect earnings fro
equity method investments on a ci
basis

Loss on impairment of goodw

Mark to market impact of derivati\

instruments

Total fixed charges as belc

Total earning:

Fixed charges, as define
Interest charges (i
Estimated interest component
operating rental
Estimated discontinued operatic
interest component of rental expel

Preferred stock dividenc
Total fixed charge

Ratio of earnings to fixed charg

Exhibit 12(d

Successor Predecessor
6 Months Year 2 Months 10 Months
Ended Ended Ended Ended
Jun. 30, Dec.31, Dec.31, Oct. 31, Year Ended December 31
2012 2011 2010 2010 2009 2008 2007
$ 144 $ 419 $ 70 | $ 300 $ (1,235 $ (1,536 $ 332
6 (1) (4) 11 (5)
1,493 1,806
2 (20) (19) 34
150 418 72 276 250 304 327
78 153 25 158 186 199 170
$ 228 $ 571 $ 97 | $ 434 $ 436 $ 503 497
$ 75 $ 147 $ 24 | $ 153 $ 176 $ 184 155
3 6 1 5 5 5 4
5 10 10
1
$ 78 $ 153 $ 25 1% 158 $ 186 $ 199 170
3.7 2.7 2.3 2.5 2.9

2.9

3.9

(@) Includes interest on lo-term and sho-term debt, as well as amortization of debt discpexpense and premiu- net.
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Exhibit 12(e
LOUISVILLE GAS AND ELECTRIC COMPANY

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES

(Millions of Dollars)

Successor Predecessor
6 Months Year 2 Months | 10 Months
Ended Ended Ended Ended
Jun. 30, Dec.31, Dec.31, Oct. 31, Year Ended December 31
2012 2011 2010 2010 2009 2008 2007
Earnings, as define:
Income Before Income Taxi $ 80 $ 195 $ 29 | $ 167 $ 142 $ 131 $ 179
Mark to market impact of derivati
instruments 1 (20) (20) 35
80 195 30 147 122 166 179
Total fixed charges as belc 22 46 8 40 46 60 53
Fixed charges, as define
Interest charges (i $ 21 $ 44 % 8 |9 38 $ 44 % 58 $ 50
Estimated interest component
operating rental 1 2 2 2 2 2
Preferred stock dividenc 1
Total fixed charge $ __22% 4638 8| 40$ 468 60%  S3
Ratio of earnings to fixed charg 46 52 48| _ 47 37 38 44

(@) Includes interest on lo-term and sho-term debt, as well as amortization of debt discpexpense and premiu- net.
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KENTUCKY UTILITIES COMPANY

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES

(Millions of Dollars)

Exhibit 12(f)

Successor Predecessor
6 Months Year 2 Months | 10 Months
Ended Ended Ended Ended
Jun. 30, Dec.31, Dec.31, Oct. 31, Year Ended December 31
2012 2011 2010 2010 2009 2008 2007
Earnings, as define:
Income Before Income Taxi $ 108 $ 282 $ 55 | $ 218 200 $ 226 $ 244
Adjustment to reflect earnings fro
equity method investments on a ci
basis 6 Q) 4) 11 (5)
Mark to market impact of derivati\
instrumente 1 1)
114 281 55 214 212 225 239
Total fixed charges as belc 36 73 11 71 79 77 59
Total earningt $ 1508 3543$ 66 |3 28 $ 291§ 302 298
Fixed charges, as define
Interest charges (i $ 34 % 70 $ 10 | $ 69 76 $ 74 $ 57
Estimated interest component
operating rental 2 3 1 2 3 3 2
Ratio of earnings to fixed charg 42 48 60 4.0 3.7 3.9 °.1

(@ Includes interest on lo-term and sho-term debt, as well as amortization of debt discpexpense and premiu- net.
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Exhibit 31(a

CERTIFICATION

I, WILLIAM H. SPENCE, certify that

1.
2.

| have reviewed this quarterly report on Forn-Q of PPL Corporation (the "registrant

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /s/ William H. Spenc:

William H. Spence
Chairman, President and Chief Executive Officer
PPL Corporatior
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Exhibit 31(b)

CERTIFICATION

I, PAUL A. FARR, certify that

1.
2.

| have reviewed this quarterly report on Forn-Q of PPL Corporation (the "registrant

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /sl Paul A. Far

Paul A. Farr
Executive Vice President and Chief Financial Office
PPL Corporatior
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Exhibit 31(c

CERTIFICATION

I, DAVID G. DECAMPLI, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of PPL Energy Supply, LLC (the "registrant

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /s/ David G. DeCampl

David G. DeCampli
President
PPL Energy Supply, LL(
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Exhibit 31(d

CERTIFICATION

I, PAUL A. FARR, certify that

1.
2.

| have reviewed this quarterly report on Forn-Q of PPL Energy Supply, LLC (the "registrant

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /sl Paul A. Far

Paul A. Farr
Executive Vice President
PPL Energy Supply, LL(
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Exhibit 31(e

CERTIFICATION

I, GREGORY N. DUDKIN, certify that

1.
2.

| have reviewed this quarterly report on Forn-Q of PPL Electric Utilities Corporation (the "retgent");

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e&15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantdakisire controls and procedures and presentedsimgort our conclusions abi
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repo#d tias materially affected, or is
reasonably likely to materially affect, the regisit's internal control over financial reportingp:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmiifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /sl Gregory N. Dudkil

Gregory N. Dudkin
President
PPL Electric Utilities Corporatio
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Exhibit 31(f)

CERTIFICATION

I, VINCENT SORGI, certify that
1. | have reviewed this quarterly report on Forn-Q of PPL Electric Utilities Corporation (the "retgent");

2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@t)) and internal control over financial repagtifas defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

5. The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apbrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmiifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /sl Vincent Sorg
Vincent Sorgi
Vice President and Chief Accounting Officer
PPL Electric Utilities Corporatio
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Exhibit 31(g

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that

1.
2.

| have reviewed this quarterly report on Forn-Q of LG&E and KU Energy LLC (the "registrant'

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /s| Victor A. Staffieri

Victor A. Staffieri
Chairman, President and Chief Executive Officer
LG&E and KU Energy LLC
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Exhibit 31(h

CERTIFICATION

I, KENT W. BLAKE, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of LG&E and KU Energy LLC (the "registrant'

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /sl Kent W. Blake

Kent W. Blake
Chief Financial Officer
LG&E and KU Energy LLC
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Exhibit 31()

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that

1.
2.

| have reviewed this quarterly report on Forn-Q of Louisville Gas and Electric Company (the "stgint");

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /s| Victor A. Staffieri

Victor A. Staffieri
Chairman, President and Chief Executive Officer
Louisville Gas and Electric Compa
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Exhibit 31()

CERTIFICATION

I, KENT W. BLAKE, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Louisville Gas and Electric Company (the "stgint");

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /sl Kent W. Blake

Kent W. Blake
Chief Financial Officer
Louisville Gas and Electric Compa
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Exhibit 31(k

CERTIFICATION

I, VICTOR A. STAFFIERI, certify that

1.
2.

I have reviewed this quarterly report on Forn-Q of Kentucky Utilities Company (the "registrant

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /s| Victor A. Staffieri

Victor A. Staffieri
Chairman, President and Chief Executive Officer
Kentucky Utilities Compan'
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Exhibit 31()

CERTIFICATION

I, KENT W. BLAKE, certify that:

1.
2.

I have reviewed this quarterly report on Forn-Q of Kentucky Utilities Company (the "registrant

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@)) and internal control over financial repagtias defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procsedarecaused such disclosure controls and procedoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b.  Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c. Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimgport our conclusions abx
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d. Disclosed in this report any change in thestegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer arftblve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a.  All significant deficiencies and material weakses in the design or operation of internal céntrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; an

b.  Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifiole in the registrant's
internal control over financial reportin

Date: August 8, 2012 /sl Kent W. Blake

Kent W. Blake
Chief Financial Officer
Kentucky Utilities Compan'
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Exhibit 32(a
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANEBXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ENDJUNE 30, 2012

In connection with the quarterly report on FormQ®&f PPL Corporation (the "Company") for the quageded June 30, 2012, as
filed with the Securities and Exchange Commissiotthe date hereof (the "Covered Report"), I, theqgjpal executive officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxewf 2002, hereby certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfgiresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /s/ William H. Spenci
William H. Spence

Chairman, President and Chief Executive Officer
PPL Corporatior

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwall be retained by the
Company and furnished to the Securities and Exah&@uammission 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 SARBANESXLEY ACT OF 2002
FOR PPL CORPORATION'S FORM 10-Q FOR THE QUARTER ERIDJUNE 30, 2012

In connection with the quarterly report on FormQ®&f PPL Corporation (the "Company") for the quageded June 30, 2012, as
filed with the Securities and Exchange Commissioithe date hereof (the "Covered Report"), |, thegppal financial officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxewf 2002, hereby certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfgiresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Paul A. Far

Paul A. Farr

Executive Vice President and Chief Financial Office
PPL Corporatior

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwall be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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Exhibit 32(c
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESXLEY ACT OF 2002
FOR PPL ENERGY SUPPLY, LLC'S FORM 10-Q FOR THE QURER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®&f PPL Energy Supply, LLC (the "Company") for tgarter ended June 30,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the "Covered Repdrtthe principal executive officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxewf 2002, hereby certify that:

« The Covered Report fully complies with the requiests of Section 13(a) or 15(d) of the Securitiestaxge Act of
1934, as amended; a

« The information contained in the Covered Reportyfgiresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /s/ David G. DeCamp

David G. DeCampli
President
PPL Energy Supply, LL(

A signed original of this written statement reqdit®ey Section 906 has been provided to the Compadwall be retained by the
Company and furnished to the Securities and Exah&@uammission 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 SARBANESXLEY ACT OF 2002
FOR PPL ENERGY SUPPLY, LLC'S FORM 10-Q FOR THE QURER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®&f PPL Energy Supply, LLC (the "Company") for tgarter ended June 30,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the "Covered Repdrtthe principal financial officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxewf 2002, hereby certify that:

« The Covered Report fully complies with the requiests of Section 13(a) or 15(d) of the Securitiestaxge Act of
1934, as amended; a

« The information contained in the Covered Reportyfgiresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Paul A. Far

Paul A. Farr
Executive Vice President
PPL Energy Supply, LL(

A signed original of this written statement reqdit®ey Section 906 has been provided to the Compadwall be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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Exhibit 32(e
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBASHOXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10ADR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®&f PPL Electric Utilities Corporation (the "Commd) for the quarter ended
June 30, 2012, as filed with the Securities anchBErge Commission on the date hereof (the "CovesgbiR"), I, the principal executive

officer of the Company, pursuant to 18 U.S.C. Secti350, as adopted pursuant to Section 906 dbaikeanes-Oxley Act of 2002, hereby
certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfairesents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Gregory N. Dudkil
Gregory N. Dudkin
President
PPL Electric Utilities Corporatio

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwall be retained by the
Company and furnished to the Securities and Exah&@uammission 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 SARBANESXLEY ACT OF 2002
FOR PPL ELECTRIC UTILITIES CORPORATION'S FORM 10RDR THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®&f PPL Electric Utilities Corporation (the "Commd) for the quarter ended
June 30, 2012, as filed with the Securities anchBErge Commission on the date hereof (the "Covesmb "), I, the principal financial

officer of the Company, pursuant to 18 U.S.C. Secti350, as adopted pursuant to Section 906 dbileanes-Oxley Act of 2002, hereby
certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfairesents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Vincent Sorg

Vincent Sorgi
Vice President and Chief Accounting Officer
PPL Electric Utilities Corporatio

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwll be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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Exhibit 32(g
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANEB(LEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®f LG&E and KU Energy LLC (the "Company") for tiqearter ended June 30,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the "Covered Repdrtthe principal executive officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxewf 2002, hereby certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfgiresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Victor A. Staffieri

Victor A. Staffieri
Chairman, President and Chief Executive Officer
LG&E and KU Energy LLC

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwll be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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Exhibit 32(h
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESXLEY ACT OF 2002
FOR LG&E AND KU ENERGY LLC'S FORM 10-Q FOR THE QUARER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®f LG&E and KU Energy LLC (the "Company") for tiqearter ended June 30,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the "Covered Repdrtthe principal financial officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxewf 2002, hereby certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfgiresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Kent W. Blake

Kent W. Blake
Chief Financial Officer
LG&E and KU Energy LLC

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwll be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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Exhibit 32()
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-80R THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®f Louisville Gas and Electric Company (the "Canyp") for the quarter ended
June 30, 2012, as filed with the Securities anchBErge Commission on the date hereof (the "CovesgbiR"), I, the principal executive

officer of the Company, pursuant to 18 U.S.C. ecti350, as adopted pursuant to Section 906 dbikeanes-Oxley Act of 2002, hereby
certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfairesents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /s/ Victor A. Staffieri
Victor A. Staffieri

Chairman, President and Chief Executive Officer
Louisville Gas and Electric Compa

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwll be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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Exhibit 32()
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESXLEY ACT OF 2002
FOR LOUISVILLE GAS AND ELECTRIC COMPANY'S FORM 10-80R THE QUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®f Louisville Gas and Electric Company (the "Ca@nyp") for the quarter ended
June 30, 2012, as filed with the Securities anchBErge Commission on the date hereof (the "Covesmb "), I, the principal financial

officer of the Company, pursuant to 18 U.S.C. Secti350, as adopted pursuant to Section 906 dbileanes-Oxley Act of 2002, hereby
certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfairesents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Kent W. Blake

Kent W. Blake
Chief Financial Officer
Louisville Gas and Electric Compa

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwall be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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Exhibit 32(k
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THBUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®&f Kentucky Utilities Company (the "Company") fitve quarter ended June 30,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the "Covered Repdrtthe principal executive officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxewf 2002, hereby certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfgiresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Victor A. Staffieri

Victor A. Staffieri
Chairman, President and Chief Executive Officer
Kentucky Utilities Compan'

A signed original of this written statement reqdit®ey Section 906 has been provided to the Compadwall be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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Exhibit 32()
CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESXLEY ACT OF 2002
FOR KENTUCKY UTILITIES COMPANY'S FORM 10-Q FOR THBUARTER ENDED JUNE 30, 2012

In connection with the quarterly report on FormQ®&f Kentucky Utilities Company (the "Company") fitve quarter ended June 30,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the "Covered Repdrtthe principal financial officer of the
Company, pursuant to 18 U.S.C. Section 1350, agtadgursuant to Section 906 of the Sarbanes-Oxewf 2002, hereby certify that:

« The Covered Report fully complies with the requiesrts of Section 13(a) or 15(d) of the Securitiesiaxge Act o
1934, as amended; a

« The information contained in the Covered Reportyfgiresents, in all material respects, the finahcondition and
results of operations of the Compa

Date: August 8, 2012 /sl Kent W. Blake

Kent W. Blake
Chief Financial Officer
Kentucky Utilities Compan'

A signed original of this written statement reqdit®ey Section 906 has been provided to the Compadwall be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.
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