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VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Daniel K. Arbough, being duly sworn, deposes and says that
he is Treasurer for Louisville Gas and Electric Company and Kentucky Utilities
Company and an employee of LG&E and KU Services Company, and that he has
personal knowledge of the matters set forth in the responses for which he is identified as
the witness, and the answers contained therein are true and correct to the best of his

information, knowledge and belief.

=

Subscribed and sworn to before me, a Notary Public in and before said County

and State, this // / day of «’/@/%J/QUU'](J/ 2015.
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g // .v
g LN o rlins (SEAL)

N(g/}éry Publi¢

My Commission Expires:
JUDY bhuuLen
Notary Public, State at Large, KY
4y commission expires July 11, 2018
Motary 1D # 812743




VERIFICATION
COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON ; w
The undersigned, Kent W. Blake, being duly sworn, deposes and says that he is
Chief Financial Officer for Kentucky Utilities Company and Louisville Gas and Electric
Company and an employee of LG&E and KU Services Company, and that he has
personal knowledge of the matters set forth in the responses for which he is identified as

the witness, and the answers contained therein are true and correct to the best of his

information, knowledge and belief.

HEWELA.

Kent W. Blake

Subscribed and sworn to before me, a Notary Public in and before said County

, o
and State, this /P¥/ day of /{///;WL}L 2015.

Q’/ ) //ﬁ/{g / (SEAL)

Notdfy Publi¢/

My Commission Expires:

JUDY SUHGULe
Notary Publ:c Statea ai E_;arge KY |
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VERIFICATION

COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON ; o

The undersigned, Christopher M. Garrett, being duly sworn, deposes and says
that he is Director — Accounting and Regulatory Reporting for Kentucky Utilities
Company and Louisville Gas and Electric Company and an employee of LG&E and KU
Services Company, that he has personal knowledge of the matters set forth in the
responses for which he is identified as the witness, and the answers contained therein are
true and correct to the best of his information, knowledge and belief.

(/%W%%\ i A

Christopherﬁ. Garrett

Subscribed and sworn to before me, a Notary Public in and before said County

and State, this / g% day of \ifgg///ééﬂf/"é// | 2015.

)
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G )7///%14/; Al (SEAL)
Notaty Public {/

My Commission Expires:
JUDY SUHUULER
Notary Public, State at Large, KY
Ky commission expires July 11, 2018
Nofary 77512743




VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Russel A. Hudson, being duly sworn, deposes and says that he
is Director — Financial Resource Management for Louisville Gas and Electric Company
and Kentucky Utilities Company, an employee of LG&E and KU Services Company, and
that he has personal knowledge of the matters set forth in the responses for which he is
identified as the witness, and the answers contained therein are true and correct to the

best of his information, knowledge and belief.

Russel A. Hudsdn

Subscribed and sworn to before me, a Notary Public in and before said County

and State, this / (f /[/ day of /Z/)/l,gql,vj 2015.

/{/c[/f; //ém//é (SEAL)

Notaﬁ Public 7

My Commission Expires:

JUDY SCHOOLER
Notary Public, State at Large, KY

"My commission expires July 11, 2018
Notary ID # 512743




VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, Paula H. Pottinger, Ph.D., being duly sworn, deposes and says
that she is Senior Vice President, Human Resources for Kentucky Utilities Company and
Louisville Gas and Electric Company and an employee of LG&E and KU Services
Company, and that she has personal knowledge of the matters set forth in the responses
for which she is identified as the witness, and the answers contained therein are true and

correct to the best of her information, knowledge and belief.

]
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Subscribed and sworn to before me, a Notary Public in and before said County

and State, this /3% day of T’/CY;AL/(ZM/U’] 2015.

]

Q/Law Al (SEAL)

Nofaty Pub(y

Mifomanssion Expires:
Notary Public, Stete at Large, KY

¥iy commission expires July 11, 2018
Motary 1N # 512743




VERIFICATION
COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON ; o
The undersigned, Valerie L. Scott, being duly sworn, deposes and says that she is
Controller for Kentucky Utilities Company and Louisville Gas and Electric Company and
an employee of LG&E and KU Services Company, and that she has personal knowledge
of the matters set forth in the responses for which she is identified as the witness, and the

answers contained therein are true and correct to the best of her information, knowledge

and belief.

Y dIC1Ic Ly, Olutl

Subscribed and sworn to before me, a Notary Public in and before said County

and State, this ///4 day of /{ 2/,&’4’(/72/7[/, 2015.

Q //a{igx/z//i.m%ﬁ/ (SEAL)

~

No}éfy”Public /i

My Commission Expires:
JUDY SCHULLz
Notary Public,, State at Large, KY
My commission expires July 11, 2018
Notary ID # 572743




VERIFICATION

COMMONWEALTH OF KENTUCKY )
) SS:
COUNTY OF JEFFERSON )

The undersigned, David S. Sinclair, being duly sworn, deposes and says that he
is Vice President, Energy Supply and Analysis for Kentucky Utilities Company and
Louisville Gas and Electric Company and an employee of LG&E and KU Services
Company, and that he has personal knowledge of the matters set forth in the responses for
which he is identified as the witness, and the answers contained therein are true and

correct to the best of his information, knowledge and belief.

| vl
@@W\ .

David S. Sinclair

Subscribed and sworn to before me, a Notary Public in and before said County

and State, this / };/z%day of . /ﬁ/é/] L /c’/u(j; 2015.

Y
Qmé/»/ (ot (spAL)

Notdry Publid/

My Commission Expires:
JUDY BUHO i
Notary Public, State at Large, KY

My commission expires July 11, 2018
Notay 1D 542743




VERIFICATION

COMMONWEALTH OF PENNSYLVANIA
SS:

N e’ N’

COUNTY OF CUMBERLAND

The undersigned, John J. Spanos, being duly sworn, deposes and says that he is the
Senior Vice President for Gannett Fleming Valuation and Rate Consultants, LLC, that he has
personal knowledge of the matters set forth in the responses for which he is identified as the
witness, and the answers contained therein are true and correct to the best of his information,

knowledge and belief.

JO.... .. .. ANG S

Subscribed and sworn to before me, a Notary Public in and before said County and

Commonwealth, this day of __

(SEAL)

.. . C ENNSYLVANIA
My Commission Expires: “OMMONWEQS:AHRISLFSZAL

Cherfyl Ann Rutter, Notary Public
East Pennsboto Twp., Cumberiand County
— My Commission Expires Fab. 20, 2019
UEWAER, PENHSYLVANIA ASSOCIATION OF NCIARIES
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LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-1

Responding Witness: Daniel K. Arbough

The Companies presently use the RP-2000 scale AA mortality table to quantify
pension and other post-retirement benefits expense. The Society of Actuaries
issued the Mortality Improvement Scale BB Report in September 2012
reflecting improved mortalities (longer lives). The Companies considered
switching to the scale BB for year-end 2013, but apparently opted not to do so,
according to the emails provided in response to KIUC 1-17 (page 25 of 101).
Please explain why the Companies did not change to the scale BB once it
became available for 2013 and 2014 pension and OPEB expense. In addition,
please identify the person(s) and their positions who made this decision.

The Companies used the RP-2000 scale AA table to determine 2014 expense,
but did not use it to determine the year-end 2014 liability. As noted in the
response to Question Nos. 2-3 and 2-4, the adjusted RP-2014 table was used to
determine the year-end pension and post-employment liabilities.  The
Companies did consider switching to the scale BB for year-end 2013, but
demographic losses had not been significant and the Companies were aware of
the planned release of the RP-2014 table. As discussed in more detail in the
response to Question No. 2-3, Towers Watson completed a detailed
demographic study in 2014 which provided support for the changes made at
year-end 2014. The decision to use the scale AA table was made by a group of
senior officers including the CFO.



LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-2

Responding Witness: Daniel K. Arbough

Q.2-2. Is it the Company’s position that it is required to adopt utilize the RP-2014
mortality table to quantify pension and OPEB expense starting in 2014? If so,
please provide all support for this requirement.

A.2-2.  No, LG&E did not take the position that it was required to adopt the RP-2014
mortality table to quantify pension and OPEB expense in 2014. LG&E utilized
the RP-2000 mortality table to quantify pension and post-retirement benefit
expense for 2014.
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LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-3

Responding Witness: Kent W. Blake / Daniel K. Arbough

Q.2-3. Is it the Company’s position that it is required to adopt utilize the RP-2014
mortality table to quantify pension and OPEB expense starting in 2015? If so,
please provide all support for this requirement. In addition, please provide all
support for the proposition that the Company is required to utilize the RP-2014
mortality table starting in 2015, but not in 2014.

A.2-3. LG&E is required to issue financial statements that are compliant with GAAP.
When measuring a plan’s defined benefit obligation and recording the net
periodic benefit cost, Accounting Standards Codification (ASC) 715-30-35-42
states that “each significant assumption used shall reflect the best estimate
solely with respect to that individual assumption.”

Based upon analyses and studies discussed below, LG&E determined that the
RP-2014 mortality table as adjusted was the best estimate of actual experience
available to calculate expense for 2015 and therefore should be utilized in order
for the Company to be complaint with GAAP.

The Society of Actuaries (SOA) does not require the use of the RP-2014 tables;
the SOA encourages all pension actuaries to carefully review the SOA report.
The Actuarial Standards Board (ASB) promulgates actuarial standards of
practice (ASOPs), which apply to U.S. actuaries. These standards require the
actuary to consider the likelihood and extent of mortality improvements as a
factor in setting the mortality assumptions and must consider the effect of
mortality improvement.  Actuaries have an obligation to recommend
assumptions that will reflect the best estimate of liabilities, but these standards
do not require the use of specific mortality tables.

The IRS dictates the mortality assumptions for pension funding, leaving plan
sponsors limited flexibility in the assumptions they use for financial accounting
purposes. The IRS is only required by statute to update the required mortality
assumption once every 10 years. The fact that the IRS is not requiring use of
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the RP-2014 tables immediately did not affect LG&E’s determination of its best
estimate for the mortality assumption.

While the SEC is not requiring the use of the RP-2014 tables, it has shared the
following information. On December 8, 2014, T. Kirk Crews, a Professional
Accounting Fellow with the Office of the Chief Accountant of the U.S.
Securities and Exchange Commission (SEC), spoke before the 2014 American
Institute of Certified Public Accountants’ National Conference on Current SEC
and Public Company Accounting Oversight Board (PCAOB) Developments. In
this speech, he stated that “given plan sponsors have historically utilized the
SOA’s mortality data and that data has been updated, the [SEC] staff does not
believe it would be appropriate for a registrant to disregard the SOA’s new
mortality data in determining their best estimate of mortality.”

Ernst & Young, LG&E’s auditor, issued a briefing on October 30, 2014 which
stated, “While the use of the SOA tables is not required, the SOA is a leading
authority on actuarial research, and a large number of plan sponsors use its
mortality tables and mortality improvement scale as a starting point or basis to
develop their mortality assumptions. ... Many sponsors that currently use the
SOA’s older mortality tables and scales are expected to use the new tables and
scale, unless they have “credible” information supporting the use of a different
table and scale.” See Attachment #1 for the full Ernst & Young briefing.

Another large independent accounting firm, Deloitte, stated that in measuring
each plan’s defined benefit obligation and recording the net periodic benefit
cost, “[E]ach significant assumption used shall reflect the best estimate solely
with respect to that individual assumption. ... In selecting the year-end
mortality assumption, entities should (1) carefully evaluate the [SOA
Retirement Plans Experience Committee] RPEC’s report, (2) obtain an
understanding of the new RP-2014 mortality tables and MP-2014 improvement
scale, and (3) consider the relevance of the data underlying such tables and
improvement scale to the specific population cover by their defined benefit
plans.” See Attachment #2 for the full Deloitte Financial Reporting Alert.

In February 2015, the American Institute for Certified Public Accountants
(AICPA) issued a Technical Questions and Answers bulletin that stated
“[S]ponsoring entities should consider the specific requirements of generally
accepted accounting principles (GAAP), which require the use of a mortality
assumption that reflects the best estimate of the plan’s future experience for
purposes of estimating the plan’s obligation as of the current measurement date
(that is, the date at which the obligation is presented in the financial statements).
In making this estimate, GAAP requires that all available information through
the date the financial statements are available to be issued should be evaluated
to determine if the information provides additional evidence about conditions
that existed at the balance sheet date. FASB Accounting Standards Codification
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(ASC) 855-10-55-1 specifies that information that becomes available after the
balance sheet date (but before the financial statements are available to be
issued) may be indicative of conditions existing at the balance sheet date when
that information is a culmination of conditions that existed over a long period of
time. Updated mortality tables are based on historical trends and data that go
back many years; therefore, the existence of updated mortality conditions is not
predicated upon the date that the updated mortality tables are published.” See
Attachment #3 for the full AICPA bulletin.

GAAP requires the mortality and improvement tables used in preparing these
calculations to be appropriate for the employee base covered by the plan.
Therefore, in 2014, LG&E’s actuary, Towers Watson, performed an Experience
and Demographic Assumptions Review of the Company’s plans. Towers
Watson reviewed the actual mortality experience for retirees and surviving
spouses in the qualified pension plans. LG&E also reviewed a Mortality
Credibility Analysis prepared by Towers Watson, which correlates the death
experience of the LG&E pension plans’ participants to the new RP-2014
mortality tables.

LG&E reviewed the plans against the Total/No collar, Blue Collar and White
Collar tables to find the best match. LG&E’s experience deviated from the base
table beyond a reasonable threshold, so the Company decided to make
corresponding adjustments of 2% and 7% to the White Collar and Blue Collar
tables for the non-union and union plans, respectively. The adjustment reduced
the expected longevity of the participants, reducing the liability and future
expense relative to the using the RP-2014 White Collar and Blue Collar tables.
In addition, the Company reviewed US Census Bureau data that implied that
death rates in Kentucky were higher than those in the overall United States,
based on data from 2002 to 2008, to further support these adjustments.

LG&E adopted the BB-2 Dimensional improvement scale on a generational
basis for its defined benefit pension and postretirement plans. LG&E
acknowledges that mortality rates have and will continue to improve. However,
we believe MP-2014 was based on an isolated period in which mortality
improvement was at its highest level and thus would exaggerate continuing
mortality improvements. Information available from the Human Mortality
Database was reviewed for the period subsequent to the SOA study, which
indicated a lower actual overall rate of improvement during this period. Social
Security Administration information was also considered, to support the
improvement scale assumption.

The SOA did not finalize the RP-2014 mortality tables until October 27, 2014.
These tables were therefore not available when LG&E’s actuary, Towers
Watson, calculated the year-end 2013 liability in January 2014 and the 2014
expense in May 2014. The May 30, 2014 projections of 2015 expense were
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based upon exposure drafts of the RP-2014 tables. The adjustments to the RP-
2014 tables and the replacement of the MP-2014 improvement factors with the
Scale BB-2 Dimensional improvement factors were not reflected in the May
2014 projections proved by Towers Watson and used in the original rate case
filing. Revised estimates using these updated assumptions and actual year-end
2014 discount rates have just been received by LG&E from its actuary. See
response to PSC 3-9.
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Using the new
mortality tables
could increase a
sponsor's benefit
obligation.

Attachment #1 to Response to LGE KIUC-2 Question No. 3

To the Point et

Benefit plan sponsors may need to
consider new mortality tables in
making year-end assumptions

What you need to know

» The Society of Actuaries finalized new mortality tables and a new mortality
improvement scale that could increase a sponsor’s benefit obligations and contributions.

» The new mortality information reflects improved life expectancies and an expectation
that the trend will continue.

» Although sponsors are not required to use the tables or the improvement scale, they
may need to consider the new mortality information when developing year-end
mortality assumptions.

» Sponsors will need to provide year-end MD&A disclosures about any significant changes
in their benefit obligations resulting from use of the tables. Sponsors that haven't issued
interim financial statements for the latest period also should consider disclosures.

» If the new mortality tables are used for calculating plan sponsors’ benefit costs and
obligations, they should be consistently used for the plan’s financial statements as well.

Overview

The Society of Actuaries (SOA)! issued new mortality tables (RP-2014) and a mortality
improvement scale (MP-2014) that could increase a sponsor’s obligations and contributions
for defined benefit plans.

Because the new tables and improvement scale reflect today’s longer life expectancies, plan
sponsors may need to consider this new information (regardless of whether the plan is frozen)
when measuring benefit costs and obligations that are based on the life expectancy of the



Plan sponsors will
need to evaluate
their mortality
assumptions in
light of longer life
expectancies.
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participants in their plans. The tables and scale are not significantly different from the draft
versions the SOA proposed earlier this year.

Sponsors that decide to use the new tables (or use them as a basis for their mortality rate
assumptions) will need to determine which of the 11 tables or combination of tables are
appropriate for their plans (the tables consider age, gender, income level and collar). Many
sponsors that currently use the SOA's older mortality tables and scales are expected to use
the new tables and scale, unless they have “credible” information supporting the use of a
different table and scale.

Defined benefit plan sponsors are required to measure costs and obligations using their

“best estimate" for the plan under Accounting Standards Codification (ASC) 715-30-35-42
and ASC 715-60-35-72. Such estimates should consider all available information as of the
measurement date. Selecting appropriate assumptions is critical to measuring the components
of a benefit plan and can significantly affect a sponsor’s financial statements. The mortality rate
is a key assumption used in valuing many retirement plans because it reflects the probability
of future benefit payments that are contingent upon plan participants’ life expectancies.

Key considerations

While use of the SOA tables is not required, the SOA is a leading authority on actuarial
research, and a large number of plan sponsors use its mortality tables and mortality
improvement scale as a starting point or basis to develop their mortality assumptions.

Sponsors that use other credible sources of mortality data may decide not to use the SOA’s
tables. For example, this may be the case for very large plans that have sufficient historical
data and mortality experience or demographics that are inconsistent with the SOA's tables.
Such circumstances may require a careful analysis by the sponsor, including consideration of
changing trends in life expectancies.

In addition to a base table, mortality rate assumptions typically include a mortality
improvement scale that addresses anticipated rates of improvement in life expectancy and
the period over which those rates apply. Based on historical data, a sponsor may be able to
use base mortality rates that differ from the SOA's tables to determine its best estimate.
However, supporting customized improvement scales can be difficult.

It is important to note that the RP-2014 mortality tables were not yet available when the
Internal Revenue Service issued Notice 2013-32, which identifies the older mortality tables
that will be in use for minimum funding purposes for a plan’s 2014 and 2015 plan years. If an
entity uses the SOA tables as part of its estimation process, the new mortality tables should
be considered and used consistently for estimating the plan sponsor'’s benefit costs and
obligations, and the obligations presented in the benefit plan’s financial statements that are
measured subsequent to the issuance of the new mortality information.

Sponsors that plan to use the new tables should evaluate the effect on their financial
statements and consider disclosing at year end the reasons for any significant changes in
benefit obligations and the general approach used to estimate mortality rates in management's
discussion and analysis (MD&A) under Item 303 of Reqgulation S-K and the retirement benefits
footnote, respectively.

Sponsors that haven't yet issued their latest interim financial statements should consider
MD&A disclosures if they anticipate significant changes in their benefit obligations resulting
from use of the new tables.
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Next steps

» Plan sponsors should discuss the final tables with their actuaries and auditors now.
Sponsors will need to evaluate the effect of the new information on their mortality rate
assumptions, which should represent the best estimate for each plan. Any conclusions
should be supported by well-documented, robust analysis and credible statistics.

» The tables can be obtained on the SOA's web site, www.soa.org.

1 The SOA is a professional organization committed to the development of the actuarial profession, the enhancement
of actuarial-related research and the high standards of competency to which its members are held.
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Deloitte.

Audit and Enterprise Risk Services

Financial Reporting Considerations Related to
Pension and Other Postretirement Benefits

Financial Reporting Alert 14-4
December 2, 2014

This publication, which updates Financial Reporting Alert 13-3, highlights accounting considerations related to the
calculations and disclosures entities provide under U.S. GAAP in connection with their defined benefit pension
and other postretirement benefit plans. This update includes a discussion of the new mortality tables and mortality
improvement scale issued by the Society of Actuaries (SOA) Retirement Plans Experience Committee (RPEC) in
October 2014.

Contents

Underlying Assumptions
Mortality Assumption
Discount Rate
Discount Rate Selection Method
Hypothetical Bond Portfolios — Bond Pricing
Hypothetical Bond Portfolios — Bond Selection
Hypothetical Bond Portfolios — Use of Collateralized Bonds
Use of a Yield Curve Developed by a Third Party in Selecting a Discount Rate
Use of Indices in Selecting a Discount Rate
Other Postretirement Benefit Plans — Discount Rate and Health Care Cost Trend Rate
Expected Long-Term Rate of Return
Net Periodic Benefit Cost
Changes to Accounting Policies for Gains and Losses and Market-Related Value of Plan Assets
Measurement Date for Plan Assets and Benefit Obligations
Measurement of Plan Assets
Measurement of Benefit Obligations
Curtailments
Settlements
Plan Sponsor Disclosures

Fair Value Measurement Disclosures
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Recent SEC Views

Health Care Reform
Affordable Care Act and Health Care and Education Reconciliation Act of 2010
Employee Group Waiver Plans

Private Health Care Exchanges

Underlying Assumptions

In measuring each plan’s defined benefit obligation and recording the net periodic benefit cost, financial statement
preparers should understand, evaluate, and reach conclusions about the reasonableness of the underlying
assumptions, particularly those that could be affected by continuing financial market volatility. ASC 715-30-35-42"
states that “each significant assumption used shall reflect the best estimate solely with respect to that individual

assumption.”

Entities should comprehensively assess the relevancy and reasonableness of each significant assumption on an
ongoing basis (e.g., by considering the impact of significant developments that have occurred in the entity’s
business). Management should establish processes and internal controls to ensure that the entity appropriately
selects each of the assumptions used in accounting for its defined benefit plans. The internal controls should be
designed to ensure that the amounts reported in the financial statements properly reflect the underlying
assumptions (e.g., discount rate, estimated long-term rate of return, mortality, turnover, health care costs) and
that the documentation maintained in the entity’s accounting records sufficiently demonstrates management’s
understanding of and reasons for using certain assumptions and methods (e.g., the method for determining the
discount rate). Management should also document the key assumptions used and the reasons why certain
assumptions may have changed from the prior reporting period. A leading practice is for management to prepare
a memo supporting (1) the basis for each important assumption used and (2) how management determined which

assumptions were important.

Mortality Assumption

Many entities rely on their actuarial firms for advice or recommendations concerning demographic assumptions,
such as the mortality assumption. In many instances, actuaries recommend published tables that reflect broad -
based studies of mortality. As stated above, under U.S. GAAP, each assumption should represent the “best
estimate” for that assumption as of the current measurement date. The mortality tables used and adjustments

made (e.qg., for longevity improvements) should be appropriate for the employee base covered under the plan.

On October 27, 2014, the RPEC released a report on recent mortality experience of participants in private-sector
single-employer pension plans, including a new set of mortality tables (RP-2014) and a new companion mortality
improvement scale (MP-2014). The data underlying RP-2014 are based on a study of mortality experience in the
period from 2004 through 2008, while the RP-2000 tables are based on data from 1990 through 1994, and Scale
MP-2014 is based on more recent observed experience than the SOA’s mortality projection Scales AA, BB, and
BB-2D. The mortality improvement scale developed by the RPEC represents future expectations based on trend
analysis from the data observed. In its report accompanying the new tables, the RPEC describes the process it
undertook and how it considered the observed data when establishing the new mortality tables and improvement
scale. These analyses show that longevity has improved more than expected by Scale AA derived from the prior
mortality experience study.
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Historically, many entities have used the RP-2000 tables and improvement Scale AA when selecting their
mortality assumption. In selecting the year-end mortality assumption, entities should (1) carefully evaluate the
RPEC'’s report, (2) obtain an understanding of the new RP-2014 mortality tables and MP-2014 improvement
scale, and (3) consider the relevance of the data underlying such tables and improvement scale to the specific
population covered by their defined benefit plans. In some circumstances, entities may also be able to consider
other available information, such as plan-specific mortality experience, industry-specific mortality experience, or
other relevant mortality experience. Entities should consider their rationale for changing the approach used in the
prior year to select the mortality assumption (e.g., no longer using SOA-published tables or changing the extent to
which longevity improvements are incorporated).

Editor’s Note: Entities should robustly document their considerations (including any
recommendations by their actuaries) in selecting this year’s mortality assumptions for their defined
benefit plans, including how they considered the SOA’s reports on the new tables and longevity
improvement scale. As discussed in Underlying Assumptions above, entities need to have
processes and internal controls in place to ensure proper assessment of all relevant factors,
including potentially contradictory data, when selecting the mortality assumption. Given the nature of
the mortality assumption, we expect that many entities do not have such expertise internally.
Therefore, it is important for entities to engage their actuarial firms early on when evaluating (1) the
RP-2014 tables and longevity scale and (2) the effect of this new information on the mortality

assumption for their benefit plans.

Because of the improved life expectancies indicated by the observed data underlying the RP-2014 tables, an
entity’s benefit obligation is likely to increase in the absence of changes in other plan assumptions. Further, a
change in the mortality assumption could have a significant effect on the entity’s results of operations, particularly
if the entity’s accounting policy is to recognize remeasurement gains and losses in net income immediately.
Public entities should consider the requirement in ASC 715-20-50-1(r) to disclose an “explanation of any
significant change in the benefit obligation or plan assets not otherwise apparent in the other disclosures required
by [ASC 715-20].” In addition to footnote disclosures, SEC registrants should consider the need to highlight in
MD&A the effects of a mortality assumption change. If other matters affecting an entity’s defined benefit plans
(e.g., changes in other assumptions, events such as curtailments or settlements) also result in changes to the
retirement benefit obligation or net periodic benefit costs, an entity should consider separately disclosing the

effects of each individually significant change.

The IRS’s next update to its mandated mortality tables may well reflect the observed data underlying the RP-2014
tables, but that change is not expected until 2016 or 2017. Since the IRS is required by statute to update the
required mortality assumption only once every 10 years, the fact that the IRS is not adopting the RP-2014 tables
immediately should not affect an entity’'s determmination of its best estimate for the mortality assumption for the
current fiscal year. However, the IRS’s future update of its mortality tables could lead to an increase in minimum
funding requirements. As a result, an entity may need to (1) evaluate the effect of pension funding requirements
on its liquidity, (2) consider adjusting its investment strategy accordingly, and (3) consider the need for discussion
in MD&A of any expected changes in funding requirements.

Discount Rate

Discount Rate Selection Method
ASC 715-30-35-44 requires that the discount rate reflect rates at which the defined benefit obligation could be
effectively settled. In estimating those rates, it would be appropriate for an entity to use information about rates

implicit in current prices of annuity contracts that could be used to settle the obligation. Alternatively, employers
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may look to rates of return on high-quality fixed-income investments that are currently available and expected to

be available during the benefits’ period to maturity.

One acceptable method of deriving the discount rate would be to use a model that reflects rates of zero-coupon,
high-quality corporate bonds with maturity dates and amounts that match the timing and amount of the expected
future benefit payments. Since there are a limited number of zero-coupon corporate bonds in the market, models
are constructed with coupon-paying bonds whose yields are adjusted to approximate results that would have
been obtained through the use of the zero-coupon bonds. Constructing a hypothetical portfolio of high-quality
instruments with maturities that mirror the benefit obligation is one method that can be used to achieve this
objective. Other methods that can be expected to produce results that are not materially different would also be
acceptable — for example, use of a yield curve constructed by a third party such as an actuarial firm. The use of

indices may also be acceptable.

Entities should focus on the requirement to use the best estimate when determining their discount rate selection
method. ASC 715-30-55-26 through 55-28 state that an entity may change its method of selecting discount rates
provided that the method results in “the best estimate of the effective settlement rates” as of the current
measurement date. This change would be viewed as a change in estimate, and the effect would be included in
actuarial gains and losses and accounted for in accordance with ASC 715-30-35-18 through 35-21. When an
entity's method of selecting a discount rate results in higher rates than those being used by similar entities or in
rates that remain consistent from year to year despite a fluctuating market, questions may be raised about

whether the method is producing a reasonable result.

Editor’s Note: In determining the appropriate discount rate, entities should consider the following
SEC staff guidance (codified in ASC 715-20-S99-1):

At each measurement date, the SEC staff expects registrants to use discount rates to measure
obligations for pension benefits and postretirement benefits other than pensions that reflect the
then current level of interest rates. The staff suggests that fixed-income debt securities that
receive one of the two highest ratings given by a recognized ratings agency be considered high
quality (for example, a fixed-income security that receives a rating of Aa or higher from Moody’s
Investors Service, Inc.).

Hypothetical Bond Portfolios — Bond Pricing
Entities that use hypothetical bond portfolios (HBPs) to support the discount rate used to measure their
postretirement benefit obligations should evaluate the impact of current market conditions on both bond pricing
and bond selection. Credit market uncertainty may affect the level of trading activity for some bonds, resulting in
large spreads between the bid and ask prices. Pricing should reflect the amount at which the postretirement
benefit obligation could be settled. In the current market, bid price (which is often used because of the availability
of data) may not necessarily represent the cost of acquiring a hypothetical portfolio. In evaluating the
appropriateness of bond pricing used to develop their models, entities may find it helpful to consider the guidance
in ASC 820-10-35-36C and 35-36D, which state, in part:
If an asset or a liability measured at fair value has a bid price and an ask price (for example, an input from a
dealer market), the price within the bid-ask spread that is most representative of fair value in the
circumstances shall be used to measure fair value regardless of where the input is categorized within the fair
value hierarchy (that is, Level 1, 2, or 3). . . . This Topic does not preclude the use of mid-market pricing or

other pricing conventions that are used by market participants as a practical expedient for fair value
measurements within a bid-ask spread.

Hypothetical Bond Portfolios — Bond Selection
In developing an HBP, entities must exclude certain bonds, known as “outliers.” The discount rate may be

affected by volatility in the financial markets and pending downgrades in the bond instruments that are used to
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develop the rate. Entities should exclude outliers from the HBP when developing discount rates for defined benefit
plans; discount rates derived from HBPs, which generally include fewer bonds than third-party yield curves, are
more significantly affected by inappropriately included outliers.

Outliers may include bonds that have high yields because:

e The issuer is on review for possible downgrade by one of the major rating agencies (only if the downgrade
would cause the bond to no longer be considered high-quality).

e Recent events have caused significant price volatility, and the rating agencies have not yet reacted.
e The bond’s lack of liquidity has caused price quotes to vary significantly from broker to broker.

Management should understand and evaluate the bonds in its HBPs to ensure that all outliers have been
identified and excluded. Downgrades from high-quality to less than high-quality that occur shortly after the
balance sheet date may indicate that a bond was an outlier on the balance sheet date, particularly if the bond was
subject to a downgrade watch. Even after identifying and excluding outliers, entities should select a discount rate

that is appropriate.

Entities must also consider whether a sufficient quantity of the selected bonds (“capacity”) is currently available in
the market to cover their postretirement benefit obligations. In other words, for a benefit obligation to be effectively
settled, the value of the bonds in the hypothetical portfolio must be sufficient to match the timing and amount of
expected benefit payments.

Hypothetical Bond Portfolios — Use of Collateralized Bonds

Some actuarial firms include collateralized bonds in the construction of HBPs. The rating of the bond and the
related cash flows may achieve a rating of high-quality partly as a result of the collateral feature. The yields on
these collateralized bonds may be higher than those on other comparably rated securities with the same duration.
In other words, the bond may not be rated high-quality in the absence of the collateral feature. Depending on the
facts and circumstances related to the terms of the bond, the collateral, and the issuer, collateralized bonds may
be considered outliers that need to be removed from the HBP to achieve the appropriate discount rate. Entities
will need to use judgment in evaluating whether collateralized bonds could be included in an HBP or whether a
yield adjustment would be required for any such bonds included in an HBP. If a yield adjustment is required,
entities should assess whether such an adjustment is objectively determinable.

Use of a Yield Curve Developed by a Third Party in Selecting a Discount Rate

As previously mentioned, an entity may elect to use a yield curve that was constructed by a third party to support
its discount rate. Many yield curves constructed by third parties are supported by a white paper or other
documentation that discusses how the yield curves are constructed. Management should understand how the
yield curve it has used to develop its discount rate was constructed as well as the universe of bonds included in
the analysis. If applicable, management should also evaluate and reach conclusions about the reasonableness of
the approach the third party used to adjust the bond universe that was used to develop the yield curve.

In evaluating the inclusion of such bonds in a yield-curve analysis, entities should also consider the discussion
above regarding inclusion of collateralized bonds in an HBP. Collateralized bonds may qualify for inclusion in a
yield-curve bond universe if an entity can demonstrate that the collateralized bonds have been appropriately
adjusted for, if necessary, or that the impact of the inclusion of the collateralized bonds does not significantly

affect the discount rate derived from the yield curve.
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We have been advised by some third parties, in particular those constructing yield curves for non-U.S. markets
(e.g., eurozone and Canada), that because of a lack of sufficient high-quality instruments with longer maturities,
they have employed a method in which they adjust yields of bonds that are not rated AA by an estimated credit
spread to derive a yield representative of an AA-quality bond. This bond, as adjusted, is included in the bond
universe when the third party constructs its yield curve. Management should understand the adjustments made to
such bond yields in the construction of those yield curves and why those adjustments are appropriate.

Use of Indices in Selecting a Discount Rate

An entity may also select a discount rate by referring to index rates as long as the entity can demonstrate that the
timing and amount of cash flows related to the bonds included in the index match its estimated defined benefit
payments. An entity should consider whether the specific index reflects the market in a manner consistent with
other similar indices and whether market conditions have affected the level of trading activity for bonds included in
the index (as demonstrated by large spreads between the bid and ask prices). As noted above, pricing should
reflect the amount at which the postretirement benefit obligation could be settled. The practice of using indices
(with appropriate adjustments) is more prevalent for U.K. and other European plans because the high-quality
bond universe in Europe is smaller than that in the United States; consequently, HBPs and yield curves are more

difficult to construct for these plans.

Editor’s Note: For eurozone and U.K. plans, discount rates may be selected from several available

indices. Sources of these indices include Bloomberg, Reuters, and Markit.

Markit, which manages and administers the Markit iBoxx bond indices, states on its Web site that
“Markit iBoxx [bond] indices are rebalanced monthly on the last business day of the month . . ..
Changes in ratings are only taken into account if they are publicly known two business days before
the end of the month.” For example, under this method, bonds that have been downgraded in late
November and that are no longer considered high-quality by iBoxx may be included in the
construction of the November 30 indices (i.e., the indices may include bonds that are considered
“outliers”). In addition, we have noted that a Markit iBoxx index may, on occasion, include a callable
bond that could distort the index depending on the maturity assumed.

Entities that refer to indices when selecting their discount rate should determine whether it is appropriate to use
them or whether it is necessary to make adjustments to the indices in addition to those made to reflect differences
in timing of cash flows (e.g., removal of outliers and adjustments for callable bonds). In addition, management
must be able to conclude that the results of using a shortcut to calculate its discount rate, such as an index, are
reasonably expected not to be materially different from the results of using a discount rate calculated from a
hypothetical portfolio of high-quality bonds.

Other Postretirement Benefit Plans — Discount Rate and Health Care Cost Trend Rate

ASC 715-60-20 defines “health care cost trend rate” as an “assumption about the annual rates of change in the
cost of health care benefits currently provided by the postretirement benefit plan . . . . The health care cost trend
rates implicitly consider estimates of health care inflation, changes in health care utilization or delivery patterns,
technological advances, and changes in the health status of the plan participants.” The health care cost trend rate
is used to project the change in the cost of health care over the period for which the plan provides benefits to its
participants. Many plans use trend rate assumptions that include (1) a rate for the year after the measurement
date that reflects the recent trend of health care cost increases, (2) gradually decreasing trend rates for each of

the next several years, and (3) an ultimate trend rate that is used for all remaining years.
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Historically, the ultimate health care cost trend rate has been less than the discount rate. While discount rates
have started to recover from their record lows in previous years, the discount rate for some plans has fallen below
the ultimate health care cost trend rate. Some concerns have been raised regarding this phenomenon, since
expectations of long-term inflation rates are assumed to be implicit in both the health care cost trend rate and the
discount rate. In such situations, entities should consider all the facts and circumstances of their plan(s) to
determine whether the assumptions used (e.g., ultimate health care cost trend rate of 5 percent and discount rate
of 4 percent) are reasonable. Entities should also remember that (1) the discount rate reflects spot rates
observable in the market as of the plan’s measurement date, since it represents the rates at which the defined
benefit obligation could be effectively settled on that date (given the rates implicit in current prices of annuity
contracts or the rates of return on high-quality fixed-income investments that are currently available and expected
to be available during the benefits’ period to maturity), and (2) the health care cost trend rate is used to project the

change in health care costs over the long term.

Expected Long-Term Rate of Return

The expected long-term rate of return on plan assets?is a component of an entity’s net periodic benefit cost and
should represent the average rate of earnings expected over the long term on the funds invested to provide future
benefits (existing plan assets and contributions expected during the current year). The long-term rate of return is
set as of the beginning of an entity’s fiscal year (e.g., January 1, 2014, for a calendar-year-end entity). If the target
allocation has changed from the prior year, an entity should consider whether adjusting its assumption about the

long-term rate of return is warranted.

Some entities engage an external investment adviser to actively manage their portfolios of plan assets. In
calculating the expected long-term rate of return, such entities may include an adjustment (“alpha” adjustment) to
increase the rate of return to reflect their expectations that actively managed portfolios will generate higher
returns than portfolios that are not actively managed. If an entity adjusts for “alpha,” management should support
its assumption that returns will exceed overall market performance plus management fees. Such support would
most likely include a robust analysis of the historical performance of the plan assets.

As with the discount rate, an entity should understand, evaluate, and reach conclusions about the

reasonableness of the expected long-term rate of return on plan assets. To determine the expected long-term
rate of return, management must make assumptions about the future performance of each class of plan assets on
the basis of both historical results and current market information. Management's documentation supporting these
assumptions should contain details about the expected return for each asset category, including (1) an analysis of
how the expected return compares with historical returns and (2) the impact of current trends related to economic

conditions, inflation, and market sentiment.

Net Periodic Benefit Cost

Entities should consider the effect of the gain or loss amortization component of net periodic benefit cost. Many
entities record the minimum amortization amount (the excess outside the “corridor”).3 The amortization is based
on accumulated gain or loss as of the beginning of the year. Accordingly, the change in discount rates and
favorable asset returns in equity markets in 2014 will not affect net periodic benefit cost until the following year.

Changes to Accounting Policies for Gains and Losses and Market-Related Value of Plan Assets

An entity may consider moving to a “mark-to-market” approach in which it immediately recognizes actuarial gains
and losses as a component of net periodic benefit cost. Any change in the amortization method selected for gains
and losses is considered a change in accounting policy accounted for in accordance with ASC 250. Once an
entity changes to an approach in which net gains and losses are more rapidly amortized, the preferability of a
subsequent change to a method that results in slower amortization would be difficult to support.
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As with all defined benefit retirement plans, plan sponsors’ use of computational shortcuts and estimates is
appropriate “provided the results are reasonably expected not to be materially different from the results of a

" Entities that use the mark-to-market approach should be vigilant when using shortcuts and

detailed application.
approximations, since all changes in the measurement of the benefit obligation and plan assets immediately

affect net periodic benefit cost.

The “market-related value of plan assets” is used to calculate the expected return on plan assets component of
net periodic benefit cost. ASC 715-30-20 indicates that this value can be either “fair value or a calculated value
that recognizes changes in fair value in a systematic and rational manner over not more than five years.” The
method used to calculate the market-related value must also be applied consistently from year to year for each
asset class. If an entity changes from using a calculated value to using fair value in determining the expected
return on plan assets, the changes in the expected return will more closely align with changes in the actual return
on plan assets. Generally, a change from the use of a calculated value to fair value is a change to a preferable

method because it accelerates the recognition in earnings of events that have already occurred.

Editor’s Note: When entities adopt a policy to immediately recognize actuarial gains and losses as a
component of net periodic pension cost, they may have presented non-GAAP financial measures
that “remove the actual gain or loss from the performance measure and include an expected long-

term rate of return.”

The SEC noted that, in the absence of sufficient quantitative context about the
nature of the adjustment, such measures may confuse investors. The staff suggested that registrants

clearly label such adjustments and avoid the use of confusing or unclear terms in their disclosures.

For more information, see Deloitte’s Financial Reporting Alert 11-2, Pension Accounting Considerations
Related to Changes in Amortization Policy for Gains and Losses and in the Market-Related Value of Plan

Assets.

Measurement Date for Plan Assets and Benefit Obligations

Measurement of Plan Assets

In accordance with ASC 715-30-35-63, preparers should ensure that they use actual market values as of the
measurement date (e.g., their fiscal year-end) for assets with readily determinable fair values. Entities should
value assets without readily determinable fair values (e.g., alternative investments) as of the measurement date
by applying ASC 820’s principles on estimating the fair value of financial assets in inactive markets. For example,
ASC 820-10-15-4 provides guidance on using net asset value per share (provided by an investee) to estimate the

fair value of an alternative investment.

Editor’s Note: Management is responsible for measuring the benefit plan assets at fair value and for
providing related disclosures in the financial statements. To fulfill this responsibility, management
should develop a financial accounting and reporting process that includes (1) using appropriate
valuation methods, (2) supporting significant assumptions used to determine fair value, (3)
documenting the valuation of the plan assets, and (4) ensuring that such fair value measurements
are accounted for and reported in accordance with the entity’s accounting policies and U.S. GAAP.
Management may seek input from outside investment managers on the mechanics of valuing certain
plan assets but must have sufficient knowledge to evaluate and independently challenge such

valuation.



http://www.iasplus.com/en-us/publications/us/financial-reporting-alerts/2011/fra11-2
http://www.iasplus.com/en-us/publications/us/financial-reporting-alerts/2011/fra11-2
http://www.iasplus.com/en-us/publications/us/financial-reporting-alerts/2011/fra11-2

Attachment #2 to Response to LGE KIUC-2 Question No. 3
Page 9 of 13

On October 14, 2014, as part of its simplification initiative,’ the FASB issued a proposed ASU’ to amend the Arbough

measurement-date guidance in ASC 715. The proposed ASU contains a practical expedient that would allow an
employer whose fiscal year-end does not fall on a calendar month-end (e.g., an entity that has a 52- or 53-week
fiscal year), to measure retirement benefit obligations and related plan assets as of the month-end that is closest
to the employer’s fiscal year-end. The expedient would need to be elected as an accounting policy and be
consistently applied. Because third-party plan asset custodians often provide information about fair value and
classes of assets only as of the month-end, such an accounting policy would relieve the employer from adjusting
the asset information to the appropriate fair values as of its fiscal year-end. The proposed ASU would be applied
prospectively. However, the FASB has not decided on the effective date or whether early adoption would be
permitted. Comments on the proposed ASU are due by December 15, 2014.

Measurement of Benefit Obligations

An entity must measure benefit obligations on a plan-by-plan basis by using the discount rate as of the
measurement date (e.g., the entity’s fiscal year-end). Because of market volatility, it may be difficult for an entity
to demonstrate that an adjusted discount rate based on a rollforward of a discount rate from an earlier date would
meet the requirements of ASC 715. Under ASC 715-30-35-1 and ASC 715-60-35-1, an entity may employ
computational shortcuts if the results are “reasonably expected not to be materially different from the results of a
detailed application.” Accordingly, preparers should maintain sufficient evidence that this requirement has been
met. Such evidence should include a calculation of the benefit obligation, as of the measurement date, by using a
discount rate that reflects inputs as of the measurement date. Any material difference that the entity does not
record would be deemed an error.

Curtailments
Over the past few years, many entities have sought to reduce operating costs by amending their defined benefit

plans to eliminate benefits for future service. This elimination of benefits could be classified as either of the
following:

e Hard freeze — An amendment to a defined benefit plan that permanently eliminates future benefit accruals.

e Soft freeze — An amendment to a defined benefit plan that eliminates benefits for future service but takes

into account salary increases in the determination of the benefit obligation for prior service.

The FASB Accounting Standards Codification defines a plan curtailment as an “event that significantly reduces
the [aggregate] expected years of future service of present employees or eliminates for a significant number of
employees the accrual of defined benefits for some or all of their future services.” Generally, a hard freeze that
represents a permanent suspension of benefits is treated as a curtailment for accounting purposes. The guidance
on accounting for soft freezes is unclear, and views differ on whether to treat a soft freeze as a plan amendment
or a curtailment. Those that view a soft freeze as a curtailment note that the measurement of the projected benefit
obligation takes into account salary increases. We believe that an entity may treat a soft freeze as either a plan
amendment or a curtailment. An entity should choose one of these two alternatives as an accounting policy and
consistently apply its accounting election.

Other events, such as corporate restructurings or plant shutdowns, could also trigger curtailment accounting. An
entity should assess each of these events on the basis of its particular facts and circumstances. Curtailments
generally trigger an interim remeasurement date in a manner similar to other significant events that occur during a

fiscal year.
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Settlements
Some entities may institute restructuring programs that include a reduction in workforce. Such entities may have
pension plans that permit employees to elect to receive their pension benefit in a lump sum, which could result in
multiple lump-sum payments over the course of the year. Accordingly, if the total of such lump-sum payments
made during the year is significant, settlement accounting could be required under ASC 715.

Under ASC 715-30-35-82, if a settlement has occurred, any gain or loss from the settlement should be
recognized in earnings “if the cost of all settlements during a year is greater than the sum of the service cost and
interest cost components of net periodic pension cost for the pension plan for the year.” Alternatively, if an entity
adopts an accounting policy to apply settlement accounting to a settlement or settlements that are below the
service-cost-plus-interest-cost threshold, the policy must be applied to all settlements.

Questions have arisen about how settlements that occur in an interim period should be accounted for when it is
probable that the cumulative settlements for the year are expected to exceed the service-cost-plus-interest-cost
threshold. On at least a quarterly basis, an entity should assess whether it is probable that the criteria for
settlement accounting will be met (e.g., the total settlements will exceed the threshold). If the entity concludes that
it is probable that the threshold will be exceeded during the year, the entity should apply settlement accounting on
at least a quarterly basis rather than wait for the threshold to be exceeded on a year-to-date basis. Accordingly,
as the settlements occur, and at least quarterly, the entity should complete a full remeasurement of its pension
obligations and plan assets in accordance with ASC 715-30-35. Applying settlement accounting at quarter-end
would be an acceptable practical accommodation unless, under the circumstances, the assumptions and resulting
calculations indicate that using the exact date within the quarter would result in a materially different outcome.

Plan Sponsor Disclosures

Fair Value Measurement Disclosures

Because a sponsor’s fair value measurement disclosures related to defined benefit plan assets are outside the
scope of ASC 820, the FASB separately addressed a sponsor’s fair value disclosures that are specific to its
retirement plans. In accordance with ASC 715-20-50-1(d)(iv) for public entities or ASC 715-20-50-5(c)(iv) for
nonpublic entities, the sponsor must disclose information about the fair value measurements of plan assets

separately for each annual period for each class of plan assets.

Implementation issues have arisen about these disclosures, primarily about the Level 3 reconciliation disclosure.
The FASB's rationale for requiring this disclosure is identical to its rationale for requiring the Level 3 reconciliation
under ASC 820, except that gains and losses reported in earnings during the period must be presented
separately from those recognized in other comprehensive income. We understand that the FASB will accept
presentation alternatives as long as the rollforward disclosure meets the objective under ASC 715-20-50-1(d)(4)
(ASC 715-20-50-5(c)(4) for nonpublic entities) of showing the “effect of fair value measurements using significant
unobservable inputs (Level 3) on changes in plan assets for the period” (emphasis added).

Entities With Foreign Plans

The SEC staff sometimes requests registrants to support their basis for combining pension and other
postretirement benefit plan disclosures for U.S. and non-U.S. plans. ASC 715-20-50-4 states that a “U.S.
reporting entity may combine disclosures about pension plans or other postretirement benefit plans outside the
United States with those for U.S. plans unless the benefit obligations of the plans outside the United States are
significant relative to the total benefit obligation and those plans use significantly different assumptions.”
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Recently, the SEC staff has addressed topics related to pension and other postretirement benefits because of
factors such as the low-interest-rate environment, optionality in U.S. GAAP accounting methods, and significant
assumptions used in the measurement of the benefit obligation. The staff has noted that it particularly focuses on
the discount rate and the expected return on plan assets. In addition, the staff has indicated that it may be
appropriate for a registrant to disclose the following:

e Whether a corridor is used to amortize the actuarial gains and losses; and, if so, how the corridor is
determined and the period for amortization of the actuarial gains and losses in excess of the corridor.

e A sensitivity analysis estimating the effect of a change in assumption regarding the long-term rate of return.

This estimate should be based on a reasonable range of likely outcomes.

e The extent to which historical performance was used to develop the expected long-term rate of return
assumption. If use of the arithmetic mean to calculate the historical returns yields results that are materially
different from the results yielded when the geometric mean is used to calculate such returns, it may be
appropriate for an entity to disclose both calculations.

e The reasons why the assumption regarding the long-term rate of return has changed or is expected to

change in the future.

For more information, see Deloitte’s SEC Comment Letters — Including Industry Insights: A Recap of
Recent Trends.

Health Care Reform

Affordable Care Act and Health Care and Education Reconciliation Act of 2010

Entities need to continue to consider the impact on postretirement benefits of the Patient Protection and
Affordable Care Act and the Health Care and Education Reconciliation Act of 2010 (collectively, the “Act”). The
passage of the Act has resulted in comprehensive health care reform since its March 2010 enactment, with this
reform continuing over the next several years. The Act, among other things, eliminated the annual and lifetime
benefit caps on essential health benefits and imposed an excise tax on high-cost employer health plans. An entity
should account for the Act’s effects, such as the excise tax on high-cost plans, on the basis of the provisions of its
current substantive benefit plans even if it is considering amending its plans before the related provision of the Act

becomes effective.

Employee Group Waiver Plans

Before the Act, employers offering retiree prescription drug coverage that was at least as valuable as Medicare
Part D coverage were entitled to a tax-free 28 percent federal retiree drug subsidy (RDS). Employers could claim
a deduction for the entire cost of providing the prescription drug coverage even though a portion of the cost is
offset by the subsidy they receive. The Act repealed the rule permitting deduction of the portion of the drug
coverage expense that is offset by the Medicare Part D subsidy, effective in 2013. However, the Act made certain
enhancements to Medicare Part D prescription drug coverage and introduced other provisions to address
Medicare Part D coverage gaps, including a pharmaceutical manufacturers’ 50 percent discount on brand-name
drugs beginning in 2011, increasing to a 75 percent discount on brand-name drugs and expanding to include

discounted generic drugs by 2020.

Employers either can continue to apply for federal RDS payments that are received by the employer directly or
they can sponsor a Medicare Part D plan through an employee group waiver plan (EGWP)8 to take advantage of

the enhancements under the Act (via cost savings passed along from the health care plan administrator). An
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EGWP is designed to provide benefits that are actuarially equivalent to Medicare Part D and must be run by the

health care plan administrator.

It is generally expected that retiree plan participants will receive essentially the same prescription drug benefits
under an EGWP as they would under an RDS approach. However, the cost of providing the benefit will generally
be less. Depending on the specific plan design for cost sharing between the employer and the retiree, the cost
savings may be realized by either party or both parties. If the benefits provided by the plan to the participants do
not change as a result of the change from the RDS to an EGWP, only the assumption regarding plan costs has
changed and the employer will record an actuarial gain. However, if a change from an RDS to an EGWP involves
a “substantive” change to the plan benefits, that part of the change should be accounted for as a plan amendment
due to a change in benefits provided to participants by the plan. For example, if the cost savings of the EGWP are
shared between the plan sponsor and the retirees, a change to the benefits the plan provides would generally
result and the employer should recognize a plan amendment under ASC 715-60-35. Furthermore, the timing of
accounting for the plan amendment may need to be considered, depending on (1) whether the employer has the
unilateral ability to make the change, (2) how changes to the substantive plan are communicated to participants
and the detail and timing of this communication, and (3) the significance of the changes. Entities need to consider
the potential effects of any such plan amendments that are made concurrently with their open-enroliment period
for 2015, which will typically take place in late 2014, and recognize the accounting effects of any significant

changes in the period of the change (e.g., the fourth quarter of 2014).

Private Health Care Exchanges

Some entities have either stopped or are planning to stop providing retiree health care benefits through an
employer-sponsored health care plan. Instead, they will provide those retirees with annual vouchers or
contributions, often via a health retirement account, that the retiree can use to purchase insurance from private
health care exchanges. These private health care exchanges offer a range of plans that provide coverage
similarly to how the plans offered through the public exchanges set up under the Act provide coverage. If the
retiree chooses a plan that costs more than the employer’s annual contribution to the retiree, he or she will have
to pay the extra costs. Employers will make contributions during the retiree’s lifetime such that the entity retains
mortality risk. When an entity ceases providing retiree health care benefits through an employer-sponsored plan
and starts making annual contributions to the retiree or via a health retirement account, it has not settled the
defined benefit obligation because the entity is still exposed to mortality risk. However, the entity’s defined benefit
obligation has shifted to a plan that provides fixed annual contributions. This change should be accounted for as a
plan amendment in accordance with ASC 715-60-35. Depending on the terms of the original entity-administered
health plan, this type of amendment may either increase benefits (a positive plan amendment) or reduce benefits
(a negative plan amendment).

1 Fortitles of FASB Accounting Standards Codification references, see Deloitte’s “Titles of Topics and Subtopics in the FASB

Accounting Standards Codification.”

2 As defined in ASC 715-30, the “expected return on plan assets is determined based on the expected long-term rate of return
on plan assets and the market-related value of plan assets.”

3 ASC 715-30-35-24 provides guidance on net periodic pension benefit cost and defines the corridor as “10 percent of the
greater of the projected benefit obligation or the market-related value of plan assets.” Likewise, ASC 715-60-35-29 provides
guidance on net periodic postretirement benefit cost and defines the corridor as “10 percent of the greater of the
accumulated postretirement benefit obligation or the market-related value of plan assets.”

4 Excerpted from ASC 715-30-35-1 and ASC 715-60-35-1.


http://www.iasplus.com/en-us/publications/us/other/codtopics/file
http://www.iasplus.com/en-us/publications/us/other/codtopics/file
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For more information, see the highlights of the June 27, 2012, CAQ SEC Regulations Committee joint meeting with the Al‘bOllgh
SEC staff.

Launched in June 2014, the FASB’s simplification initiative is intended to reduce the cost and complexity of current U.S.
GAAP while maintaining or enhancing the usefulness of the related financial statement information. The initiative focuses on
narrow-scope projects that involve limited changes to guidance.

FASB Proposed Accounting Standards Update, Practical Expedient for the Measurement Date of an Employer’'s Defined
Benefit Obligation and Plan Assets.

An EGWP could be structured as either (1) a self-insured program in which employers and union plans contract directly with
the Centers for Medicare and Medicaid Services for benefits or (2) an insured program in which plan sponsors contract with

a third party to provide prescription drug coverage to retirees.


http://www.thecaq.org/docs/resources/june-27-2012.pdf?sfvrsn=0
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February, 2015

CPA Technical Questions and Answers

Section 3700, Pension

. . Accountin udit surance

Obligations - .
) Industry epoerting Com:‘illl:t‘i%n&

.01 Effect of New Mortality Tables on i Ses )

Nongovernmental Employee Benefit
Plans (EBPs) and Nongovernmental
Entities That Sponsor EBPs

Inquiry—Nongovernmental EBPs and nongovernmental entities that sponsor EBPs (sponsoring
entities) incorporate assumptions about participants’ mortality in the calculation of the benefit liability
for financial reporting purposes. Professional associations of actuaries occasionally publish updated
mortality tables and mortality improvement projection scales (collectively referred to as mortality
tables for purposes of this Technical Question and Answer) to reflect changes in mortality conditions
based on recent historical trends and data. Established actuarial companies also may develop
mortality tables based on other information and assumptions. For financial reporting purposes, how
and when should nongovernmental EBPs and nongovernmental sponsoring entities consider these
updated mortality tables if their financial statements have not yet been issued at the time the
updated mortality tables are published?

Reply—Nongovernmental EBPs and nongovernmental sponsoring entities should consider the
specific requirements of generally accepted accounting principles (GAAP), which require the use of
a mortality assumption that reflects the best estimate of the plan’s future experience for purposes of
estimating the plan’s obligation® as of the current measurement date (that is, the date at which the
obligation is presented in the financial statements). In making this estimate, GAAP requires that all
available information through the date the financial statements are available to be issued should be
evaluated to determine if the information provides additional evidence about conditions that existed
at the balance sheet date.

FASB Accounting Standards Codification (ASC) 855-10-55-1 specifies that information that becomes
available after the balance sheet date (but before the financial statements are available to be issued)

! Obligations that use a mortality assumption include, but are not limited to, defined benefit obligations under
pension and other postretirement plans, and certain postemployment and deferred compensation arrangements. In
accordance with paragraphs 18 and 21 of FASB Accounting Standards Codification (ASC) 715-30-35 and FASB
ASC 960-20-35-4, changes in actuarial assumptions result in gains and losses that are recognized as they arise, and
the comparative obligation amounts that have been previously reported would not be adjusted for issuance of
updated mortality tables.
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may be indicative of conditions existing at the balance sheet date when that information is a
culmination of conditions that existed over a long period of time. Updated mortality tables are based
on historical trends and data that go back many years; therefore, the existence of updated mortality
conditions is not predicated upon the date that the updated mortality tables are published.
Management of a nongovernmental EBP or a hongovernmental sponsoring entity should understand
and evaluate the reasonableness of the mortality assumption chosen, even when assisted by an
actuary acting as a management’s specialist, and document its evaluation and the basis for selecting
the mortality tables it decided to use for its current financial reporting period. A management’s
specialist is defined in paragraph .05 of AU-C section 500, Audit Evidence (AICPA, Professional
Standards), as an individual or organization possessing expertise in a field other than accounting or
auditing, whose work in that field is used by the entity to assist the entity in preparing the financial
statements.

Many defined benefit pension plans present plan obligations as of the beginning of the plan year, as
allowed under FASB ASC 960-205-45-1. Although this presentation is before the balance sheet
date, it represents a measurement of an amount that is presented in the financial statements that
should reflect management’s best estimate of the plan’s mortality and other assumptions. The
assumptions used to estimate the plan’s obligation should be evaluated based on all available
information through the date the financial statements are available to be issued, including
determining whether updated mortality conditions existed as of the date the obligation is presented
in the financial statements (that is, the beginning of the year).

Auditors are required to evaluate the competence, capabilities, and objectivity of a management’s
specialist; obtain an understanding of the work of that specialist; and evaluate the appropriateness
of that specialist's work as audit evidence for the relevant assertion. Considerations may include
evaluating the relevance and reasonableness of significant assumptions and methods used by that
specialist. Refer to paragraphs .08 and .A35-.A49 of AU-C section 500 and the “Using the Work of a
Specialist” section in chapter 2, “Planning and General Auditing Considerations,” of the AICPA Audit
and Accounting Guide Employee Benefit Plans, for further guidance. In addition, the auditor is
responsible for evaluating subsequent events under AU-C section 560, Subsequent Events and
Subsequently Discovered Facts (AICPA, Professional Standards). That section requires the auditor
to obtain sufficient appropriate audit evidence about whether events occurring between the date of
the financial statements and the date of the auditor’s report that require adjustment of, or disclosure
in, the financial statements are appropriately reflected in those financial statements in accordance
with the applicable financial reporting framework.

[Issue Date: February 2015.]
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Q.2-4.

A.2-4.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-4

Responding Witness: Daniel K. Arbough

Please indicate whether the Companies’ actual pension and OPEB expense for
2014 as well as the related balance sheet assets and liabilities recorded as of
December 31, 2014 reflected the RP-2014 mortality table. If not, please explain
why not. In addition, identify all authorities relied on for the delay in adopting
the RP-2014 mortality table for 2014 accounting and financial reporting
purposes.

LG&E’s pension and OPEB expenses for 2014 did not reflect the RP-2014
mortality tables because the tables were not available when the expenses were
calculated by the Company’s actuary.

LG&E’s benefit obligations, which are reflected as liabilities in its financial
statements as of December 31, 2014, do reflect the RP-2014 mortality tables, as
adjusted as described in the response to Question No. 2-3.

See the response to Question No. 2-3 for additional information about LG&E’s
analysis and timing of the implementation of the RP-2014 mortality tables.



Q.2-5.

A.2-5.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-5

Responding Witness: Daniel K. Arbough

Please provide the Companies’ pension and OPEB expense recorded in their
accounting books for January 2015 and the basis for the expense that was
recorded, including the mortality table that was used for the expense. Please
reconcile the amounts that were recorded to the Towers Watson actuarial costs
for 2015.

The pension and OPEB expense that LG&E recorded on its accounting books
for January 2015 is shown in the table below. It was based on expense
projections provided by Towers Watson on May 30, 2014. This expense is
allocated through LG&E’s burdening process based on labor charges. Prior to
issuing public financial statements, LG&E posts true-up entries to record the
difference between the actuary’s projected year to date expense and the amount
that has been recorded based on labor burdens. These entries will eliminate the
variances noted in the table below.

January 2015 Expense

Pension Postretirement
Per 5/30/14 Towers Watson Report 2,635,080 562,568
Per General Ledger 2,635,816 543,394
Variance 735 (19,174)

The mortality table used for the January 2015 expense is the RP-2014 mortality
table with MP-2014 projection scale with white collar adjustment and is based
on the Towers Watson 2015 expense projection dated May 30, 2014. (See
attachment to KIUC 1-16.)

In addition to the variance true-up described above, the year-to-date expense
will be revised based upon the updated expense estimates proved by Towers
Watson on February 6, 2015. (See the response to PSC 3-9). The expense will
ultimately be adjusted again to reflect final 2015 expense when that number
becomes available in May 2015.



Q.2-6.

A.2-6.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-6

Responding Witness: Daniel K. Arbough

Refer to the Company’s response to KIUC 1-20. The question was as follows:

Please provide the Company*‘s pension cost calculations for each year 2008
through 2014, the base year, and the test year, showing for each of those
years the vintage year gains and tosses and the calculation of the
amortization of the gains and losses associated with each of those vintage
years.

In its response, the Company provided a schedule that had only a single line for
(gain)/loss amortizations and did not provide the information requested in KIUC
1-20. Please provide the information that was requested and in the format that
was requested in sufficient detail to replicate the calculation of the amounts
reflected in each year referenced in the question. In addition, please provide this
information in electronic format.

See Attachment 1 for 2008 - 2014. See Attachment 2 for 2014-2016, base year
and test year.
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DETERMINATION OF THE NET PERIODIC
PENSION COST FOR THE FISCAL YEAR
BEGINNING JANUARY 1, 2014 AND ENDING
DECEVIBER 31, 2014 |
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LG&E and KU Energy LLG
Ptior Service Cost Bases and Amorlizalions as of 1213112013
Amotné Rentalning on
Initial Pase Amortization Perlod Remaining
LG&E and KU Retirement Plan
LG&E (Regutalory) Base 1 09,792 89,792 1.00
LG4E (Regulatory) Base 2 1,055,685 527,032 200
LG&E (Regulatory} Base 3 277,914 92,637 3.00
LG&E (Regulatory) Base 4 121,334 40,444 3.00
LG&E (Regulatory) Base 6 138,847 34,290 4.00
L G&E {Regulatery) Base 6 440,823 116,207 4.00
LGEE (Regutatory) Base 7 323,214 80,803 4.00
LG&E (Regulalory) Base 8 823,100 124,819 5.00
L GAE (Regufalory) Base 9 3,600,524 799,705 5.00

Loulsvillo Gas & Efoctric Bargalning Employees' Rotlrement Plan

LG&E Unlon Basa 1 818,314 183,863 5.00

LG&E Unlon Basa 2 1,078,141 179,857 6.00

LG&E Unlon Base 3 930,228 165,038 8.00

LG&E Unlon Base 4 1,087,609 165,373 7.00

LG&E Unlon Base § 4,709,093 665,714 7.00

L.G&E Unkon Base § 8.670.733 718,382 8.57
Total 15,386,018 2,118,027

17202014
VPPL Corporatien - 100328 \REPlentuckyudiUKE FS0 Amertizaticns MRV GL Calcfatons 2014 v2.xs

TOWERS WATSON 5.2
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PPL Corporalion

LG&E and KU Energy LLC
Galcutatton of Market Refated Valuo of Assets (MRV) for U/§72014

LGSE end KU Retiemenl Plan

1r2014
EROA Prior Year 7.40%
Assumed Date of Disbursements 71R013
Assumed Date of Employes Convibutions N/A
Actual Dato of Employer Conlribudon 141542013
MRV Prior Year 749,348,003
Distursements {46,232,560)
Empiloyer Contribirtion 139,300,000
Employea Conlributions 0
Expected Relun 61,068,129
Expecied MRV Current Yoar 503,483,652
Falr Value {FV) Gurrenl Year 869,265,217
500,639,885

HRY Current Yeor [804 of Expecied BRY +20% of FV)

TOWERS WATSON /A2

LG&E Unlon

1112014
7.10%

12013
HIA
is2013

275,951,242
(21,054,080}
10,600,000

0
19,568,418
285,064,648

285,471,417
284,348,002

Page 3 of 62
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PPL Corporation
LG&E and KU Energy LLC
Amortization of Net Actuarial (Galn)/Loss for 1/1/2014

LGEE and KU
Retirement Plan

1172014
Fair Value of Assets 880,265,217
Market Related Value of Assets 900,639,886
PBOQIAPBO 960,426,685
Amortization of Net Actuarial (Gain)l oss*
Net Actuzrial (Gain)Loss 113,255,050
Defered Asset Gain/(Loss) 11,374,669
Remaining Actuarial {Gain)/Loss 101,880,381
10% comidor 96,280,001
30% corridor . 288,840,004
Excess 10% comridor 64,943,926
Excess 30% corridor o]
Average Future Service™ 9.494
Amortization . 6,840,523

*For the LG&E and KU Retirement Plan

LG&E Union

1112014
281,471,417
284,345,002
281,960,791

90,205,599
(2.874.585)
87,331,014
29,195,079
87,588.237
58,134,935
0

9.623
6,041,249

(gainyloss amortization is calculated under each company allocation and then added together for the plan's total.

For this reason, the amortization amount shown carnot be calculated based on the total gains/flosses and corridors shown above.

TOWERS WATSON 0OR. 4

VAPPL Carporation - 1096251 ARET\KentucloNAuditLKE PSC Amertizations MRV GL Caleulations 2014 vz xis
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DETERMINATION OF THE NET PERIODIC
PENSION COST FOR THE FISCAL YEAR
BEGINNING JANUARY 1, 2013 AND ENDING
DECEMBER 31, 2013

LG&E AND KU ENERGY LLC

RETIREMENT PLANS
MARCH 2013

PPy MARSH & MCLENNAN
o+ COMPANIES




Actuarial Valuation Report

LBAE and KU Energy LLC Retirement Plans

Net Periodic Pension Cost

Service Cost

1. Service cost at beginning of
year

2. Interest for year

3. Service costat end of
year

Interest Cost

1. Projected benefit obligation

2. a. BExpetted distributions

b. Weighted fortiming

3. Average projected benefit
obligation

4. Discount rate

5. liderest cost

Expected Return on Assots

1. Market-relate d value of assets

2 a. Expected distribufions
b. Weighted fortiming

3. a. BExpected employer

coniributjons

b. Weighted fortiming

4, Average expected market-
related value of assets

5. Assumed rate of retum

& Expected return on
assets

Mercer

Service Cost, Interest Cost And Expected Retum on Assets for Qualified Plans

Nonlnion Retirement Plan

LG&E Union

1828916 S
81,074
2,009,830 $

330,805,939 $
14551,220
7,936,078

322,963,861

4.20%
15,564,724 $

275951,212 $
14,651,220
7,528,078

10,600,000

10,158,333

278,173,467
7.10%

$ 15,750,316 3

AGSE

2,048,438 3
87263
2135701 §

233,483,794 3
11,125,585
6.026,359

227,437 435

4.26%
9,688,835 $

167,159,282 %
11,125,585
6,026,359

30,900,000
29,612,500
180,745423
7.10%
13,542,925 §

12,404,487
528,431
12,932,918

417,323,115
5,609,320
3,038,382

414,284,733

426%)
17,648,530

265,369,125
5,608,320

21,911,895

g3noqay
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Actuarial Valuation Report LG&E and KU Energy LLC Retiremernt Plans

Net Periodic Pension Cost

Gainfloss Amortization Amount For Regulatory Accounting Purposes for Qualified Plans

NonUnion Retirement Plan
LG&E Union LG8E SenCo

a, Projected benefit obligation $ 330,905,939 § 233483794 $ 417,323,115
b. Fair value of plan assetls 287,460,869 173,680,880 277,180,145
¢. Unrecognized transition (assetyobligation o] 0 1}
d. Unrecognized pricr service cost 17,504,043 9,012,455 13,958,602
e. Cumnulative ER contributions in excess of NPEC 96,077,638 22,787,002 (18,047,056}
f. Unrecognized (gain)loss (a-b-c-d+e) 122,018,666 73,547,451 107,137,312
g. Market-related value of plan assets 275,851,212 167,158,282 265,368,125
h. Excess of fair value over market-related value {b-g) 11,508,657 6,531,558 11,811,020
1. Unrecognized (gainMiess potentally subject

fo amortization (f+h) 133,528,323 80,079,058 118,843,332
i, 10% of the largerofaorg 33,090,554 23,248,379 41,732,312
k. 30% of the largercfa org 99,271,782 70,038,138 125,196,935
L Unrec, {(gain)loss subject to standand amortization 66,181,188 46,692,759 77,216,020
. Unrec. (gain)loss sublect 10 accelemted amortization 34,256,541 10,039,921 0
n. Unrecognized (gainyloss subject to amortization (Total} 100,437,729 56,732,680 77 216,020
o. Average years of future service 9.58 9.63 9.63
0. Cne-half average years of future service 4.94 4.82 4.82
q- Standard amortization amount (1 / 0) 6,698,501 4,848 677 8,018278
r. Accelerated amertization amownt (m / p) 6,934,522 2,082,971 0
s. Amortization amount (total) (q + 1) S 13,623,023 § 6,931,648 $ 8,018,278

Gain/Loss Amortization Amount For Financial Accounting Purposes for Qualified Plans

NenUnion Retirerent Plan
LG&E Ynion LGRE SenCo

a. Projected benefit abligation $ 330,905,838 % 233,463,794 3 417,323,115
b. Fair value of plan assets 287,460,865 173,690,880 277,180,145
. Unrecognized {ransition (asset)/obligation 0 0 0
d. Unrecognized prior service cost 7,449,115 0 0
e. Cumulative ER contributions in excess of NPBC (9,550,714) (40,725,429) (112,633,948)
f. Unrecognized {gain)loss (a-b-c-d+e) 26,445,241 19,047 485 27,509,022
g. Market~elated value of plan assets 275,951,212 167,159,282 265,369,125
h. Excess of fair value over market-related value (b-g) 11,509,657 6,531,598 41,811,020
i. Unrecognized (gain)less potentially subject

o amortization (F+h) 37,854,898 25,579,083 39,320,042
j. 10% ofthe larger cfaorg 33,090,554 23,346,379 41,732,312
k 20% ofthe largerofaorg 98,271,782 70,039,138 125,196,935
L. Unrec, (gain)loss subject to standard amortization 4,864,304 2,232,704 ]
m Unrec. (gain)less subject to accelerated amortization D 0 0
n. Unrecognized (gain)icss subject to amortization (Total) 4,864,304 2232704 0
0. Average years of fulure service 9.88 9.63 953
p. Cne-half average years of fulmre service 484 482 482
. Standard amortization ameunt (1 0} 492338 231,849 0
1. Accelerated amortization ameunt (m / p) 0 i} o
s. Amortization amount (tofal) (g +1) L3 492338 S 231,843 § 0
Mercer
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Actuarial Vatuatlon Report LGAE and KU Energy LLC Rellrement Plans
Net Periodic Pension Cost
Other Amortization Amounts - LG&E Unlon
Reguiatory Accounting Purposes
Unrecognized Annual
Amount as of Yaars Amortization
January 1, 2013 _Remalning Amount
1. Transition $ 0 N/A § 0
2. Prior Service
January 1, 2004 981,977 6.00 163,663
January 1, 2005 1,258,998 7.00 179,857
January 1, 2008 1,085,264 7.00 155,038
January 1, 2007 1,242,982 8,00 155,373
January 1, 2008 5,485,707 8.00 685,714
January 1, 2012 7,449,115 9.57 778,382
Total Prior Service $ 17,504,043 $  2.118,027
Financial Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2013 Remalning Amount
1. Transition 3 0 NIA 3 0
2. Prior Service
January 1, 2012 7,449,115 9.57 778,382
Total Prior Service $ 7,449,115 3 778,382
15

Mercer
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Actuariat Valuation Report LG&E and KU Enesgy LLC Retirement Plans
Net Perlodic Penslon Cost
Other Amortization Amounts - Non-Unlon Plan (LG&E Division)
Regulatory Accounting Purposes
Unrecognized Annual
Amount as of Years Amoriization
January 1, 2013 | _Remaining Amount
1. Transition $ 0 NiA  $ 0
2. Ptlor Service
January 1, 1999 199,580 2,00 99,788
January 1, 2000 1,583,497 3.00 527,832
January 1, 2001 370,551 4,00 92,637
January 1, 2002 161,778 4,00 40,444
January 1, 2003 171,057 5.00 34,210
January 1, 2004 576,030 5.00 116,207
January 1, 2005 404,014 5.00 80,803
January 1, 2008 747,719 6.00 124,819
January 1, 2007 4,798,229 6.00 799,705
Total Prior Service § 9,012,455 $ 1,915,245
Financlal Aceounting Purposes
Unrecognized Annual
Amount as of Years Amortizatlon
January 1, 2013 Remaining Amount
1. Transition $ 0 NiA 8 0
2. Prior Service 0 iN/A 0
Total Prior Service $ 0 $ 0
16

Mercer
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Actuarlal Vatuation Report LG&E and KU Energy L.L.C Rellrement Plans
Net Periodic Pension Cost
Other Amortizatlon Amounts - Non-Unfon Plan (ServCo Dlvision}
Regulatory Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2013 _Remaining Amount
1. Transition $ 0 NA  § 0
2. Prior Service
January 1, 1999 9,369 2,00 4,679
January 1, 2000 322,102 3.00 107,386
January 1, 2001 43,725 4,00 10,930
January 1, 2002 388,081 4,00 97,022
January 1, 2003 336,823 6,00 67,365
January 1, 2004 1,380,851 5.00 276,170
January 1, 2005 786,581 5.00 157,316
January 1, 2008 1,347,012 6.00 224,502
January 1, 2007 9,344,069 8,00 1,557,344
Total Prior Servica $ 13,968,602 $ 2502694
Financial Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2013 Remaliiing Amount
1, Transitlon $ 0 NA  $ 0
2. Prior Service 0 N/A 0
Tota} Prior Servica $ 0 $ 0
17

Mercer
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Actuarlal Valuation Report LG&E and KU Energy LLG Retlrement Plans

Plan Assets

Market Value of Assets for Qualified Plans

Market Value
of Assets as of
December 31, 2012

287,460,869
780,201,674

Plan

LG&E Union $
: U Eneray LLC Non-Union

e Sl

The market value of assets for the divisions of the Non-Unlon Plan were provided by LG&E and

KU Energy LLC and were adjusted below for transfers among the divisions.

Non-Union Plan

LG&E ServCo

1, Market valua of
asselis on
Dacember 31,
2012 hefore

adjustment for
{ransfers $175,950,556  $274,002,971

2. Adjustment for
transfers {2,259,676) 3177174

3, Market value of
assets on
Pecember 31,
2012 after
adjustment for
transfers $173,690,880  $277,180,145
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Actearlal Valuation Report LG&E and KU Energy LLC Retlrement Plans

Plan Assets
Market-Related Value of Assets — LG&E Union

Arbongh

1. Expected return
a. Falrvalue as of January 1, 2012 $ 256,426,066
b. Contributions welghted for timing 12,075,000
¢, Benefit payments weighted for timing 7,058,046
d. Expenses weighted for timing 0
e, Time-welghted value of assels (a. +h. —c. —d) 261,445,020
f.  Expected rate of return 7.25%
g. Expected retuin (e, x f) $ 18,954,764
2, Actual return
a. Fairvalue as of January 1, 2012 $ 256,426,066
b. Contributions 12,600,000
o, Benefit payments 14,112,092
d. Expenses 0
a. Fair value at December 31, 2012 287,460,869
f. Actuatreturn (¢, —a. - b, +c. +d) 3 32,548,895
3. Asset method base
a. Expectad retumn (1.g.) 18,954,764
b. Actual retumn (2.f) 32,646,895
c. Gain (Loss) (h. - a.) $ 13,592,131
4, Actuarlal adjustment
Valuation Assat Mathod AdJustment
Date Base Factor Adjustmant
January 1,201 § 3155862 56.67% $  (1,788,322)
January 1, 2012 (1,920,617} 60.00% 1,152,370
Januvary 1, 2013 13,592,131 80.00% (10,873,705)

-

® N> @

-

Total adjustment

Fair value as of January 1', 2013 prior to adjustment for transfers $

AdJustment for transfers
Actuarial adjustment
Marlet-related value (5, + 6, + 7))

Mercer

$ (11,509,657)

287,460,869

0
(11,609,667)
$ 276,961,212

29
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Plam Assets

LGE&E and KU Energy LLC Rellremant Plans

Page 13 of 62
Arbough

Market-Related Value of Assets — Non-Union Plan (LG&E Division)

1. Expected roturn

80 TOPE N A0 T O

f,
3. As
a.
h.
c.

Fair value as of January 1, 2012

Contributions welghted for timing

Benefit payments weightad for timing
Expenses weighted for timing

Time-weighted value of assets (a. +b. - ¢. — df)
Expected rate of refurn

Expected retuin (e. x f)

cfual return

Fair value as of January 1, 2012

$ 159,218,226
8,337,600
5,507,893

0
162,045,833
7.25%
$ 11,748,323

$ 159,218,226

Contributions 8,700,000
Benefit payments 11,015,786
Expensas 0
Fair value af December 31, 2012 175,950,656
Actual return (e. — a. = b, +c¢. +d.) $ 19,050,116
set method hase
Expected return (1.g.) 11,748,323
Actual return (2.F,) 19,050,116
Gain (Loss) (b. - a.) $ 7,301,793
4. Actuarial adjustment
Valuation Asset Method Adjustment
Date Base Adjustment
January 1, 2011 $ 2,167,390 $ (1,228,188)
January 1, 2012 (896,706) 638,024
January 1, 2013 7,301,793 {6,841,434)
Total adJustment $ (6,531,598}
5. Fair value as of January 1, 2013 prior to adjustment for transfers $ 176,950,666
(2,259,676}

8. Adjustment for transfers
7. Actuarlal adjustment
8. Market-related value (5, + 6. +7,)

Mercer

(6,631,598)
$ 167,169,282
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Attachment #1 to Response to LGE KIUC-2 Question No. 6

Actuarial Valuation Report L.G&E and KU Energy LLC Relirement Plans

Plan Assets

Market-Related Value of Assets — Non-Union Plan (ServCo Division)

1. Expected return
Falr value as of January 1, 2012
Contributions welghted for timing
Benefit payments welghted for timing
Expenses weighted for timing
Time-welghted value of assets (a. + b. - ¢, — d)
Expected rate of return
Expected retumn (e. x f)
ctual return
Fair value as of January 1, 2012
Contributions
Benefit payments
Expenses
Fair value at December 31, 2012
Actual return (6. —a. - b. +c. +d)
3. Asset method base

a. Expected return (1.g.)

b, Actual return (2.1)

0. Gain (Loss) (b~ a)

Ead
TR ER TN PRPA D Q0T

4. Actuarlal adjustment

Page 14 of 62
Arbough

228,380,881

15,950,000

1,281,061

0

243,049,820
7.25%

17,621,112

228,380,881
17,600,000
2,562,122

0
274,002,971
30,684,212

17,621,112
30,584,212
12,963,100

Valuatfon Asset Mathod Adjustment
Date Base Adjustment

Janvary 1, 2011 3 2,854,702 (1,504,331)

January 1, 2012 {108,318) 60.00% 63,791

January 1, 2013 12,963,100 80.00% {10,370,480)

Total adjustment $ (11,811,020

B, Falrvalue as of January 1, 2013 prior to adjustment for transfers $ 274,002,971
8. Adjustment for transfers 3,177,174
7. Actuarlal adjustment {11,811,020)
8. Market-related value (5. + 6, +7.) $ 266,369,125

Marcer 3t
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TALENT « HEAITH « RETIREMENT « IVESTRENTS

@» MERCER

DETERMINATION OF THE NET PERIODIC
PENSION COST FOR THE FISCAL YEAR
BEGINNING JANUARY 1, 2012 AND ENDING
DECEMBER 31, 2012

LG&E AND KU ENERGY LLC

RETIREMENT PLANS
NOVEMBER 2012

& :,f@ MARSH&MCLENNAN
& B COMPANIES



Actuarial Valuatiop Report

LG&E and KU Energy LLC Retirement Plans

Net Periodic Pension Cost

Service Cost

1. Service cost at beginning of
year

2 Interest foryear

3. Service cost at end of
year

Interest Cost

1. Projected benefit obligation

2. a. Expected distributions

b. Weighted for timing

3. Average projected benefit
abligation

4. Discount rate

5. Interest cost

Expected Rettrn on Assets

1. Market—elated value of assets

2 a. Expected distributions
b. Weighted for firning

3. a. BExpected employer

confributions

b. Weighted for timing

4. Average expecied market-
related value of assels

5. Assumed rate of retumn

6. Expected rettun en
assets

Mercer

w

Service Cost, Interest Cost And Expected Return on Azsots for Qualified Plans

NonUnion Retirement Plan

LG&E Union

1,756,164 S
87.808
1,843,972 §

257288,779 §
14,892,069
8,066,537

289222 242

5.00%
14,461,112 5

255,555,768 §
14,892,089
8,086,537

12,600,000
12,075,000
259,564,221
7.25%
15,818406 S

LG&E

1,802,781 §

82,302
1,895,082 §

207,888,565 $
10,967,767
§,940,374

201,547,691

5.12%
10,339,722 $

158271,925 %
10,967,767
5,940,874

8,700,000
8,337,500
160,668,551
7.25%
11,648,470 §

SenCo

10,476,600
535,402
11,012,002

331,690,928
4,367,525
2,365,743

329,325,185

5.12%
16,861,449

226,430,663
4367525
2,365,743

15,600,000
14,950,000
238,014,920
7.25%
17,328,582

yanoqary

79 Jo 91 28ug
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Actuarial Valuation Report LGEE and KU Energy LLC Retirement Plans

Net Periodic Pension Cost

Gain/loss Amortization Amount For Regulatory Accounting Purposes for Qualified Plans

NanbUinion Retirement Plan

LGSR Union LGEE Servie.
a Projected benefit cbligation $ 297288779 & 207,888,565 § 331,690,928
4. Fair value of plan assets 256,438,758 159,215,226 228,230,881
. Unrecognizad transition (asseti/obligation o] 0 0
d. Unrecognized prior senvice cost 19,989,243 11,024,169 16,464,530
e Cumuiative ER contributions in excess of NPEC 94,117,037 20,504,394 (20,048 ,040)
1, Unrecognized (gainploss (a-b-c-t+e) 114,977,815 58,152,564 86,797,477
g. Marketrelated value of plan assets 255,555,758 158,271,925 226,430,663
h. Eazess of fzir value over market-relaied value (b-g) 883,000 944,201 1,950,218
i. Unrecognized (gain)less potentially subject
1o armortization (#h) 115,880,815 59,086,865 68,747,685
j. 10% ofthe largerof acr g 29,728,878 20,788,857 33,169,093
k. 30% ofthe largerofaorg E9,188,634 62,266,570 98,507.278
L Urrec, (gainyloss subject to standard amortization 59,457,756 38,308,008 35,578,602
m, Unrec. (gein)loss subject to aceelerated amortization 26,674,181 ] D
n. Unrecognized (gain)/loss subject to amarlization (Total) 86,131,837 38,208,008 35,578,602 -
o. Average years of future senvice 10.57 10.0% 10.03 =
p. One-half average years of fulure service 529 5.02 5.02 a
q Standard ametization amaunt (1/0) 5,625,142 3,819,343 3,47.215 9—
r. Accelerated amortization amount (m / p) 5,042,378 0 0 =
s. Amortization amount (total) (g + r) s 10,667,520 $ 3819343 § 3,547,219 5‘
-
-
Gainfl oss Amortization Amount For Financial Accounting Purpeses for Qualified Plans F-‘-t!:
NenUnion Retirerment Pian —
nign LGEE SenCo g
a. Projected benefit obligation s 207,288,779 $ 207,888,565 § 331,690,028 =
b, Fair value of plan assets 256,438,758 159,216,226 228,380,881 )
¢. Unrecognired transition (assetj/obligation Q 0 1} _g
d. Unrecognized prior service cost 8,227,497 0 u S
e, Cumulative ER contribudions in excess of NPBC (23,885,654) {48,839,084) (119,688,079) =
£, Unrecognized (gainploss {a-b-c-d+e) 8,726,370 {166,755) {16,378,032) -3
g. Market-related value of plan assats 255,555,758 158,271,925 226,430,653 —_
h. Excess of fair value over market-reiated value (o-g) 823,000 944,301 1,950,218 ;
I. Unrecognized {gain)/loss potentially subject
1 amorteaton (th) 9,619,870 777,546 (14,427.814) a
] 10% ofthe larger efaorg 29,728,878 20,785,857 33,168,093 =
K. 30% of the largercfacrg 89,186,634 62,366,570 99,507.278 o
L Unrec. (gainploss subject to stondard amortization 0 a 0 )
m. Unree, (gain)loss subject to accelerated amovrtization 0 0 ] -
n. Unrecognized (gain)ioss subject to amortization (Total) D 0 0 (@]
o. Average years of futlre sarvice 10.57 10.03 10,03 l[\)
p. One-half average years of fulure service 529 5.02 5.02 o
q. Standard amortization amount { / o) o} o 0 -
r. Acrelerated amortization amount [mf p) 1] D o] o g
s. Amortization amount {total) (g + ) s (= 03 0 Ug =
& ~ B
Mercer 9 g‘ o 2
i
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Attachment #1 to Response to LGE KIUC-2 Question No. 6

Page 18 of 62
Arbough
Actuarial Valuation Report LG&E and KU Energy LLC Retlrement Pfans
Net Periodic Pension Cost
Other Amortization Amounts - LG&E Unlon
Regulatory Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2012 Remaining Amount
1, Transitlon 3 0 NA S
2. Prlor Sevice
January 1, 2000 367,173 1,00 367,173
January 1, 2004 1,145,640 7.00 163,663
January 1, 2005 1,438,855 8.00 179,857
January 1, 2006 1,240,302 8.00 155,038
January 1, 2007 1,398,355 9.00 155,373
January 1, 2008 6,171,421 9.00 685,714
January 1, 2012 8,227 497 10.67 778,382
Total Prior Service $ 19,980,243 $ 2,485,200
Financial Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2012  Remaining Amount
1. Transition $ 0 NA  § 0
2. Prlor Service
January 1, 2012 8,227 497 10.67 778,382
Total Prlor Service $ 8,227,497 $ 778,382
15
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Actuarial Valuation Report .G&E and KU Energy LLC Retirement Plans
Net Periedic Pension Cost
Other Amortization Amounts - Non-Unlon Plan {LGS&E Division}
Regulatory Accounting Purposes
Unrecognized Annual
Amount as of Years Amorlization
January 1,2012_ _Remalning_ Amount
1. Transition $ 0 - NA S
2, Prior Service
January 1, 1998 96,469 1,00 98,469
January 1, 1299 299,368 3.00 99,788
January 1, 2000 2,111,320 4.00 527,832
January 1, 2001 463,188 5.00 92,637
January 1, 2002 202,222 5.00 40,444
January 1, 2003 205,267 6.00 34,210
January 1, 2004 691,237 8.00 115,207
January 1, 2005 484,817 6.00 80,803
January 1, 2006 872,338 7.00 124,619
January 1, 2007 5,697,934 7.00 799,705
Total Prlor Service $ 11,024,169 $ 2011714
Financlal Accounting Purposes
Unrecognized Annual
Amount as of Yoars Amorlization
Janyary 1, 2012 _Remalning Amount
1. Transition $ 0 NA § 0
2, Prior Service 0 N/A 0
Total Pricr Service § 0 $ 0
16
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Actuarlal Valiration Report LG&E and KU Energy LLC Retlrement Plans
Net Perlodiec Penslon Cost
Other Amortization Amounts - Noit-Unlon Plan (ServCo Division)
Reguiatory Accounting Purposes
Unvecognized Annual
Amount as of Years Amortization
January 1, 2012  Remaining Amount
1. Transitlon % 0 NIA & 0
2. Prior Service
January 1, 1998 3,234 1.00 3,234
January 1, 1999 14,038 3.00 4,679
January 1, 2000 429,468 4,00 107,366
January 1, 2001 54,855 5.00 10,930
January 1, 2002 485,103 5.00 97,022
January 1, 2003 404,188 8.00 67,365
January 1, 2004 1,857,021 6.00 276,170
January 1, 2005 943,897 6,00 167,316
January 1, 2008 1,571,514 7.00 224,602
January 1, 2007 10,901,412 7.00 1,557,344
Total Prior Service $ 16,464,530 $ 2,605028
Financlal Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2012 Remaining Amotint
1. Transition $ 0 NA B a
2. Prlor Service 0 N/A 0
Total Prior Service $ 0 $ 0
17
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Actuarial Valuation Réport 1.G&E and KU Energy LLC Retirement Pians

Plan Assets

Market Value of Assets for Qualified Plans

Market Value
of Assefs as of

Plan December 31, 2011
LG&E Union $ 256,438,758
684,070,819

The market value of assets for the divisions of the Non-Union Ptan were provided by LG&E and
KU Energy LLC and were adjusted below for transfers among the divisions.

-Union Plan

LG&E ServCo

1. Market value of
assels on
December 31,
2011 before
adjustment for
fransfers $165,640,100  $217,442,856

2, Adjustment for
{ransfers {6,432,883) 10,938,025

3, Market value of
assefson
December 31,
2011 after
adjustment for
transfers 159,216,226 228,380,881

28
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Actuarla) Valuatlon Report LG&E and KU Energy LLG Rellirement Plans
Plam Assets
Marietf-Related Value of Assets - LG&E Union
1. Expected return
a, Fairvalue as of January 1, 2011 $ 217,049,556
b, Contributions welghted for timing 36,418,667
¢. Benafit payments welghtad for timing 7,269,714
d. Expenses welghted for timing 0
e. Time-weighted vaiue of assets (a. +b. ~¢. - d) 246,196,509
f. Expected rate of return 7.25%
g. Expected return (e. x f) $ 17,849,247
2. Actual return
a, Fair vatue as of January 1, 2011 $ 217,049,556
h. Contributions 38,000,000
c. Benefit payments 14,539,428
d. Expenses 0
e, Fair value at December 31, 2011 266,438,758
f. Actualretum (e.—a.~bh. +¢. +d) $ 15,928,630
3. Assot method base
a. Expected return (1.g.) 17,849,247
b, Actual retum (2.1) 15,928,630
¢. Galn (Loss) (b. ~a.) $ (1,920,617)
4, Actuarial adjustment
Valuatlon Assof Method Adjustment
Date Base Factor Adjustment
January 1,201 § 3,155,862 76.67% $  (2,419,494)
January 1, 2012 (1,920,617) 80.00% 1,636,494
Total adjustment $ (883,000)
8. Fair value as of January 1, 2012 prior to adlustment for transfers $ 266,438,758
6. Adjustment for transfers 0
7. Actuarlal adjustment ) {883,000)
8. Market-related value (5. + 6. + 7.) $ 266,665,758
29
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Actuarlal Valuation Report LG&E and KU Energy LLC Retirement Plans
Plan Assets
Marlet-Related Value of Assets —~ Non-Unlon Plan (LG8.E Division)
1. Expected return
a. Fair value as of Japuary 1, 2011 $ 139,885,958
b. Contributions welghted for timing 24,916,667
c. Benefit payments weighted for timing 6,436,373
d. Expenses weighted for timing 0
e. Time-welghted value of assels {a. + b. —c. —d) 169,346,262
f. Expected rate of return ' 7.25%
g. Expected return {e. x f) $ 11,552,603
2, Actual return
a. Falr value as of January 1, 2011 . § 139,865,958
b, Contributions 28,000,000
c. Benefit payments 10,872,746
d. Expenses 0
e, Fairvalue at December 31, 2011 165,649,109
f.  Actual retum (. —a. = h. +¢. +d) $ 10,655,897
3. Asset method hase
11,552,603

e -

a. Expected return {1.¢.)
b. Actual return (2.f) ‘ 10,655,897

c. Gain (Loss) (h. - a.) $ (896,706)
Actuarial adjustment
Valuation Assat Method AdJustment
Date Base Factor Adjustment
January 1,2011 § 2,167,390 76.67% $ (1,661,666)
January 1, 2012 (8986,706) 80.00% 717,365
Total adjustment $ (944,301)
Fair value as of January 1, 2012 prlor to adjustment for transfers $ 166,649,109
Adjustment for transfers (6,432,883)
Actuarial adjustment (944,301}
Marlcet-rolated value (5. + 6. +7) $ 168,271,926

30
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Actuarial Valuation Report LG&E and KU Energy LLC Retirement Plans
Plan Assets
Market-Related Value of Assets —~ Non-Union Plan (ServCo Division)
1. Expected return
a, Fair value as of January 1, 2011 $ 166,987,328
b. Contributions welghted for timing 36,416,667
¢. Benelit payments weighted for timing 1,054,264
d. Expenses welghted for timing 0
a. Time-welghted value of assets (a. + h. —c. - d) 202,349,739
f. Expected rate of return " 7.25%
g. Expected return (e, x f) $ 14,670,356
2, Actual return
a, Fair value as of January 1, 2011 $ 168,987,328
h. Contributions 38,000,000
c. Benefit payments 2,108,508
d. Expenses 0
o, Falr value at December 31, 2011 217,442 858
f. Actualrelurn (e.—a. ~ b, +¢. +d.) L 14,564,038
3. Asset method base
a. Expected return (1.9.) 14,670,358
h. Actual return (2.1) 14,564,038
¢. Gain (Loss} (h. — a.) 3 (106,318)
4. Actuarlal adjustment
Valuatlon Asset Method Adjustment
Date Base Factor Adjustment
January 1,201 § 2,654,702 76.67% $ (2.035272)
January 1, 2012 {106,318) 80.00% 85,054
Total adjustment $ (1,950,218}
5. Fair value as of January 1, 2012 prior to adjustment for {ransfers $ 217,442,866
B, Ad]ustment for transfers 10,938,026
7. Actuarlal adjustment {1,960,218)
8. Market-relatad value (5. + 6. +7.) $ 226,430,663
31
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Actuarial Valuzation Repeort LG&E and KU Energy LLC Retirement Plans

Net Pericdic Pension Cost

Service Cost, Interest Cost And Expected Retumn on Assets for Qualified Plans

NenlUnion Retirement Plan

LGSE Unipn 1GEE Senco
Service Caost
1. 3::{““9 costatbeginingof o 4 eaao19 5 2260101 § 10,993,068

2. Interest for year §8.084 125,254 606,817
2. Service cost at end of s 1722303 § 2,394,355 § 11,599,885

year

interest Cost

1. Projected benefit cbligation § 2I5TITEST § 214,286,644 § 310,545,652

2. a. Expected disributions 15.127.790 10,804,621 3,249,735
b. Weighted for timing 8,199,636 5,906,570 1,514,440

3. Average projected benefi 267,518,021 208,359,074 308.721,212
obligation

4. Discount rate 539% 5.52% 5.52%

5. Interest cost $ 14419221 § 11501471 $ 17,041,963

Expectird Return on Assels .
1. Marketrelated value of assets  $ 213,998,889 $ 137,770,814 $ 184421,114

2. a. Expected disidbutions 15,137,790 10,904,621 3,349,735
b. Weighted for timing 8,198,636 5,908,670 1,814,440
3. a. Expecied emplayer 38,000,000 26,000,000 38,000,000
contributions
b. Weighted for timing 38,416,667 24,916,667 36,416,667
4. Average expected market- 820 11 1 1
related value of assats 242,215, 156,780.8 99,023,349
5. Assumed rate of return 725% 725% T25%

6. Expected retim on S 17,550,654 $  11,366609 § 14,429,192

9 *oN Uonsond 7-ONIM AT 0) asuodsay 0) T# ywauryau))y
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Actuarial Valuation Roport LGEE and KU Energy LLC Retirement Plans

Net Periedic Pension Cost

Gainloss Amortization Amount For Regulatory Accounting Purposes for Qualified Plans

NenUn nt Plan
LGSE Union, LGEE Sento.
a. Projected benefit obligation 3 275,717,657 S 214.265,6844 % 310,545,652
b, Fairvalue of plan assets 217,049,556 126,855,958 166,987,325
¢ Unrecognized transition (assefi/obligation 0 0 o]
d. Unrecognized prior service cost 12,550,089 12,407,723 18,976,480
e. (Accrued)/prepaid pension cost 67,463,850 4,164,011 (35.421.488)
f. Unrecognized (gainjloss {(a-b-c-d+e} 112,587,952 65,156,974 £9,160,358
g. Marketrelated value of plan assets 213,998,889 137,770,814 184,421,114
h. Excess of fair value over market-related value (b-=g) 3,050,687 2,095,144 2,585,212
L Unrecognized (gain)loss potentially subject
to amortization {f+h) 115,638,619 67252118 91,726,570
j-10% ofthe largerof 2 or g 27,571,766 21,425,684 31,054, 565
k. 30% ofthe larger cfa org B2.715207 64,279,993 93,163,696
L Unrec. (gain)Aoss subjett o standard amortization 55,143,531 42,853,329 60,672,005
m. Unrec. (gain)/loss subject (o accelerated amertization 32,923,322 2972125 [s]
n. Unrecognized (gain)loss subject to amartization (Total) £8,066,853 45,825,454 60,672,008 -
0. Average years of fulure service - 11.01 10,28 1028 =
p. One-half average years of futlire service £.51 5.14 5.14 b
g. Standard amertizaton amount ({ /@) 5,008,485 4,168,612 5,501,946 S-
r. Accelerated amerteation amaunt {m / p) 5,975,195 575,234 0 =
< Amortization amount (tatal) (g + 1) s 10,983,650 § 4746845 § 5,901,946 e
GainlLoss Amortization Amount For Financial Accounting Purposes for Qualified Plans g
Non Retirement Plan :
LGEE Unign AGSE, =]
a. Projected benafit obligation 3 2I5. 717,857 & 214,266,844 210,545,682 ”
b, Fair value of plan 2ssets 217,049,556 139,865,958 165,987,326 [
¢ Unrecognized transition (asset)/obligation 0 0 o 5
4 Unrecognized prior service cost 0 0 0 <)
e. (Accruedyprepaid pansion cost (62,204,734) (72,309,877) (143,475,423} =
£ Unrecognized (gan)1oss (a-b-c-d+e) (4,635,68%) 2,080,809 B2,903 %
g. Marketrelated value of plan assets 213,998,389 137,770,814 164,421,114 -
h. Excess of fair value over markat-related value (b-g) 3,050,667 2,095,144 2,568,212 ;
i. Unrecognized (gain)loss potentially subject
o amostization (F+h) (1,586,016) 4,1B§,953 2,649,115 fop)
j- 10% cfthe lawgercfaorg 27,571,766 21,426,654 31,054,565 =
k. 30% afthe larger ofaor g 82,715,297 54,279,993 93,163,696 :,—1\
{. Unrec. {gain)/loss subject to standard amaortization 0 0 0 —
m. Unrec. (gain)/loss subject to accelerated amorntization o} D 0 -
n. Unrecognized (gainjloss subject to amortization (Total) 0 0 0 @
o. Average years of futlre Service 11.01 1028 1028 N
p. One-halt average vears of future service 5.51 5.14 514 o
g. Standard ameriization amount {1/ ) 0 : 0 0 =
r. Accelerated amortization amount (m / p) o 0 ] = g
5. Amortization amount (total) (q +1) $ 0 s | T o crg -
Z w2
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Actuarlal Valuation Report LG&E and KU Energy LLC Retirement Plans
Net Periodic Penslon Cost
Other Amortization Amounts - LG&E Unlon
Regulatory Accounting Purposes
Unrecognized Annual
Amount as of Years Amoriizatlon
January 1, 2011 _Remalning Amount
1. Transition 3 0 NA S 0
2, Prlor Service
January 1, 1998 81,537 1.00 81,537
January 1, 2000 734,344 2.00 367,171
January 1, 2004 1,309,303 8.00 163,663
January 1, 2005 1,618,712 9,00 179,857
January 1, 2006 1,395,340 9.00 155,038
January 1, 2007 1,563,728 10.00 155,373
January 1, 2008 6,857,135 10.00 685,714
Total Prior Service $§ 13,550,099 $ 1,788,353
Financlal Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2011 Rsmalning Amount
1. Transition $ 0 NA 8 0
2. Prlor Service 0 NIA 0
Total Prior Servica $ 0 $ 0
14
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Arbough
Actuarlal Valuation Report LG&E and KU Energy LLC Retirement Plans
Net Periodic Penslon Cost
Other Amortization Amounts - Non-Unfon Plan (LG&E Divislon})
Regulatory Accounting Purposes
Unrecognized Annual
Amountas of - Years Anortization
January 1, 2011 Remalning Amount
1. Transition $ 0 NA $
2. Prior Service
January 1, 1994 {15,035) 1,00 (15,035)
January 1, 1995 304,353 1,00 304,353
January 1, 1997 82,5817 1.00 82,617
January 1, 1998 192,043 2.00 96,474
January 1, 1999 399,156 4.00 99,748
January 1, 2000 2,839,161 5.00 527,832
January 1, 2001 555,825 6.00 92,637
January 1, 2002 242,666 6.00 40,444
January 1, 2003 239,477 7.00 34,210
January 1, 2004 806,444 7.00 115,207
January 1, 2005 565,620 7.00 80,803
January 1, 2006 996,957 8.00 124,619
January 1, 2007 6,397,639 8,00 799,705
Total Prior Service $ 13,407,723 $ 2,383,654
Financlal Accounting Purposes
Unrecognized Annual
Amount as of Years Amorlization
January 1, 2011 Remalning Amount
1. Transition $ 0 MA & 0
2. Prior Service 0 N/A 0
Total Prlor Service $ 0 $ 0
15
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Actuarlal Valuation Report LG&E and KU Energy LLC Relirement Plans
Net Periodic Pension Cost
Other Amortlzation Amounts - Non-Union Plan (ServCo Divislon)
Regutatory Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2011 Remaining Amount
1. Transition 3 0 NA 3 ]
2. Prior Service |
Jantary 1, 1994 (7,318) 1.00 {7,318)
January 1, 1995 9,503 1.00 9,503
January 1, 1997 3,839 1,00 3,839
January 1, 1898 6,466 2.00 3,232
January 1, 1999 18,717 4.00 4,679
January 1, 2000 536,334 6.00 107,366
January 1, 2001 65,585 6.00 10,930
January 1, 2002 582,125 8.00 97022
January 1, 2003 471,553 7.00 67,365
January 1, 2004 1,933,191 7.00 276,170
January 1, 2005 1,101,213 7.00 157,316
January 4, 2006 1,798,016 8.00 224,602
January 1, 2007 12,458,756 8.00 1,657,344
Total Prior Servico 3 18,976,480 $ 2611950
Financlal Accounting Purposes
Unrecognized Annual
Amount as of Years Amortization
January 1, 2011 Remaining Amount
1. Transition 3 0 NA & 0
2. Prior Senvice 0 N/A 0
Total Prior Service $ 0 $ 0
16
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Arbough

Actuarlal Valuation Report LG&E and KU Energy LLC Retirement Plans

Plan Assets

Marlcet Value of Assets for Qualified Plans

Marlet Valuo
of Assefs as of
December 31, 2010

$ 217,049,558
558,382,577

Plan
L.G&E Unfon
LG&E and KU Energy LLC Non-Union

The market value of assets for the divisions of the Non-Union Pian were provided by LG&E
and KU Energy LLC and were adjusted below for transfers among the divisions,

Non-Unton Plan

LG&E ServCo

1. Market value of
asseols on
December 31,
2010 before

adjustment for
fransfers $140,650,485  $165,902,432

2. Adjustment for
transfers (784,527) 1,084,894

3. Market value of
assels on
Decaraber 31,
2010 after

adjustment for
transfers 139,865,958 166,987,326

Mercer 27
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Actuarlal Valuation Report LG&E and KU Energy LLC Rellrement Plans
Plan Assets
Market-Related Value of Assets — LG&E Union
1. Expected return
a. Fair value as of November 1, 2010 ' $ 213,826,126
b. Contributions weighted for fiming 0
c. Benefit payments welghted for timing 1,260,527
d. Expenses welghted for timing 0
e. Time-weighted value of assets (a, + h. ~¢. — d) 212,675,699
f.  Expected rate of return 7.25%
g. Expected return {e. x f. x 2/12) $ 2,568,622
2. Actual return
a. Fair value as of November 1, 2010 $ 213,826,126
b, Contributions 0
¢. Benefit payments 2,601,054
d, Expenses 0
e. Falrvalue at December 31, 2010 217,049,556
f. Actualreturn (6. —a. -~ 0. +c. +d.) $ 5,724,484
3. Asset method base
a. Expected return (1.g.) 2,668,622
b. Actual return (2.1) 5,724,484
¢. Gain (Loss) (b, —~a.) $ 3,165,662
4. Actuarial adjustment
Valuation Asset Method Adjustment
Date Base Factor Adjustment
January 1,2011  § 3,155,662 96.67% $ (3,050,667)
Total adjustment $  (3,050,667)
B. Falir value as of January 1, 2011 prior to adjustment for transfers  $ 217,049,656
8. Adjustment for transfers 0
7. Actuarial adjustment {3,060,667)
8. Market-related value (5. + 6, + 7.) $ 213,998,889
28
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Arbough
Actuarlal Valuation Report LG&E and KU Energy LLC Rellrenient Plans
Plan Assets
Market-Related Value of Assets — Non-Union Plan (LG&E Division)
1. Expected return
a. Falr valus as of November 1, 2010 $ 138,646,047
b. Contributions welghted for timing 0
¢. Benefit payments weighted for timing 913,610
d. Expenses weighted for timing 0
a. Time-welghted value of assets (a. +b. —¢. - d) 137,732,438
f. Expected rate of return 7.25%
g. Expected refurn (e. x f. x 2/12) $ 1,664,267
2. Actual return
a, Falr value as of November 1, 2010 % 138,646,047
b. Contributions 0
¢. Benelfit payments 1,827,219
d. Expenses 0
e. Falrvalue at December 31, 2010 140,650,485
f. Actualretum fe.—a,—h. +c. +d) $ 3,831,657
3. Asset method hase
d. Expected return (1.g.) 1,664,267
e. Actualreturn (2.1) 3,831,657
f. Gain(Loss) (b. - a.) 3 2,167,380
4. Actuarlal adjustment
Valuatlon Asset Method Adjusiment
Date Baseo Factor Adjustment
January 1, 2011 $ 2,167,390 96.67% $  (2,095,144)
Total adjustment % (2,095,144)
6. Falr value as of January 1, 2011 prior to adjustment for transfers  § 140,660,485
6. Adjustment for transfers {784,527)
7. Actuarlal adjustment (2,095,144)
8. Market-related value (5, + 6. +7.) $ 137,770,814
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Actuarial Valuation Report LGA&E and KU Energy LLC Rellrement Plans

Plan Assets

Market-Related Value of Assets — Non-Unlon Plan (ServCo Divislon)

1. Expected return

Falr valus as of November 1, 2010 5 161,588,332

a.

b. Contributions welghted for timing 0

¢. Benefit payments weighted for Hming 145,684

d. Expenses welghted for timing 0

e, Time-welghted valie of assels (a. +b. —¢. ~d) 161,442,649

f. Expected rate of return 7.25%

g. Expected return (e, x f. x 2/12) $ 1,950,765
2. Actual return

a. Fair value as of November 1, 2010 $ 161,588,332

b. Contributions 0

¢, Benefit payments 201,367

d. Expenses 0

e. Failr value at December 31, 2010 165,902,432

f. Actualretumn (8, —a. ~b. +e¢. +d) $ 4,605,467
3. Asset method base

a. Expected return (1.g.) 1,950,765

b. Actual return (2.7) 4,605,467

¢. Gain{Loss) (b.—a.) § 2,664,702
4, Actuarlal adjustment

Valuation Asset Method Adjustment
Date Base Factor - Adjustment
January 1, 2011 $ 2,854,702 98.67% $ (2,666,212)
Total adjustinent $  (2,566,212)

6. Falr value as of January 1, 2011 prior to adjustment for tfransfers  § 166,902,432
6. Adfustment for transfers 1,084,894

7. Actuarlal adJustment {2,566,212)
8. Marlket-related value (5, + 6. +7,) $ 164,421,114
30
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Determination of the Net Perlodic Pension Cost
for the Two Month Period Beginning November 1, 2010
and Ending December 31, 2010
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Actuarial Vzaluation Report

LG&E and KU Energy LLC Retiremen! Plans

Net Periodic Pension Cost

Service Cost

1. Service costat beginning of
pericd

2. Inlerest for period

3. Service costat end of
perdoed

Interest Cost

1. Projected benefit obligation

2, 2. Expected distributons
b. Weighted for iming

3. Average projected benefit
obligation

4. Discount rate

5. Interest cost (3. x 4. x 212}

Expected Retum on Assets
1. Markel-related value of assets
2. 2. Bxpecied distibutions
b. Weighted for timing
3.a. Expected employer
confributions
b. Weighted for timing
4. Average expected markek
related value of assets
5. Assumed rate of retumn
6. Expected raturn on
assets (4. x 5. x 212}

Mercer

Service Cost, Interest Cost And Expected Retuwn on Assets for Qualified Plans

MNonUnion Retirement Plan

LGEE Union

3

$

3TH0T S
2,795

320402 S

76,852858 3
2556510
1.278.258

275,674,603

528%
2425937 §

213,826.126 &
2,556,510
1278255

0

1]

21254787
725%

2568287 $

LGEE

410510 8
3729
412239 S

210,303989 $
1,841,161
220,581

209,383,388

545%
1,901,899 S

138.646.047 5
7.841.161
920,581

]

0

137,725,466
T25%

1,664,133 $

SenGo

1,902,301

17,279

1,918,550

302,349,654
469,360
234,880

302,114,974

5.45%
2,744,211

161,588,332
489,360
234,680

V]

Q
161,353,652
7.25%

1,949,690
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Actuarial Valuation Report LGAE and KU Energy LLC Retfirement Plans

Net Pericodic Pension Cost

GainilLoss Amortization Amount For Reguiatory Accounting Purpeses for Qualified Plans

NonUnion Retirement Plan
LG&E Unign LGEE SerCo
a. Projected benefit chligation $ 278932858 § 210,303569 § 302,349,654
b. Fair value of plan assets . 213.826126 138,646 047 161,588,332
c. Unrecognized transition {assel)/cbligation 0 0 0
d. Unracognized prior service cost 13,934,534 13,881,428 19,393,188
e, (Accruedyprepaid pension cost 69,852,310 5.956 701 {31,365.998)
£ Unrecognized (gain)/loss (a-b-c-d+e) 119,051,508 83,733,195 89,997,156
g. Marketrelated vaive of plan assets 213,826,125 138,646,047 161,588,332
h. Excess of fair value over marketrelated value (b-g) o] 0 0
I Unrecagnizec (gainyioss potentially subject 119,051,508 62,7331485 29,997,156
10 amerimaton (+h)
i. 10% ofthelargerof 2z org 27,695286 21,030387 30,234,985
K.30% of thelargerofa org 83,085,857 63,091,191 90,704,896
L Unrec. (gain}icss subject to standard amorization 55,380,571 42,080.794 59,762,191
m. Unrec. (gain)/loss subject (o accelerated amertization 35,865,651 842004 0
. Unrecognized {gain)/loss subject to amortizadon (Total) 91,356,222 42,702,758 59,762,191
0. Average years of iture service 11.61 10.83 10.83
p. One-half average years of future service 5.81 542 5.42
Q. Stendard amertization ameomnt (17 0 x 2/12} 795,156 647,288 819,701
r, Accelerated amorfizaton amount {m /p x 2M12) 1,034,717 19742 o]
= Amoctization amourt 0wy {q + ) 3 1,826,873 § 687030 S 919,71

GainflLoss Amortization Amount Far Financial Accounting Purposes for Qualified Flans

NonUnion Retirement Plan
LGEE Union LGEE SenCo

2. Pmjected benefit chligation S 276852858 § 2103035069 § 302349654
b. Fair value of plan assets 213,826,126 138,646,047 161,588,332
¢. Unrecognized transition (assef)/cbligation o] 0 0
d Unrecognized prior senvice ¢ost 0 0 o]
e. (AccruedVprepaid pension cost” (63.126,732) (71,657 822 (140,781,322
{ Unrecognized (gainjloss (3-bc~d+e) 0 0 o
* Purchase accounting amount
Mercer 8
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Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 38 of 62

Arbough
Actuarlal Valuatlon Report LG&E and KU} Energy LLC Retlfrement PR
Net Periodic Pension Cost
Other Amortization Amounts - LG&E Union
Regulatory Accounting Purposes
Unrecognized Two Month
Amount as of Years Amortization
November 1, 2010 Remaining Amount
1. Transition 5 [1] NA 3 0
2, Prior Service
January 1, 1995 6,468 0.17 6,468
January 1, 1996 68,373 0.17 68,373
January 1, 1997 11,534 0.17 11,534
Januery 1, 1698 95,127 1.7 13,590
Jandary 1, 2000 795,539 217 61,195
January 1, 2004 1,336,580 8.17 27,277
January 1, 2005 1,648,688 9,17 29,976
January 1, 2006 1,421,180 9.17 25,840
January 1, 2007 1,579,624 10.17 25,896
January 1, 2008 6,971421 10.17 114,288
Total Prior Service § 13,934,534 $ 384,435
Financial Accouniing Purposes
Unrecognized Two Month
Amount as of Years Amorlization
November 1, 2010 Remaining Amount
1. Transition $ 0 NA 8 0
2. Prior Service 0 N/A 0
TolalPdor Service § 0 8 0
14
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Actuarlal Vaiuatlon Report LG&E and KU Energy LLC Relirement
Net Periodic Pension Cost
Other Amortlzation Amounts ~ Non-Union Plan (LG&E Division)
Regulatory Accounting Purposes
Unrecognized Two Month
Amount as of Years Amortization
Novamber 1, 2010 Ramalning Amount
1. Transitlon % O NIA S
2. Prior Service
January 1, 1994 (17,542} 1.17 {2,507}
Janvary 1, 1995 355,079 1.17 50,726
January 1, 1996 76,446 0.17 76,446
January 1, 1997 96,270 1.17 13,753
January 1, 1998 209,022 2.17 16,079
January 1, 1999 415,787 4.17 16,631
January 1, 2000 2,727,133 517 87,972
January 1, 2001 571,265 6.17 15440
January 1, 2002 249,407 6.17 6,741
January 1, 2003 245179 717 5,702
January 1, 2004 826,645 7.17 19,201
Janvary 1, 2005 579,087 747 13,467
Japuary 1, 2006 1,017,727 8.17 20,770
January 1, 2007 6,530,923 8.17 133,284
Tolal Pior Service $ 13,881,428 3 473,705
Financial Accounting Purposes
Unrecognized Two Maonth
Amount as of Years Amorlizallon
MNovember 1, 2010 Remaining Amount
1, Transition 3 0 NA 3 0
2. Prlor Service 0 NIA 0
Totat Pdor Service 3 0 5 0
15
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Actuarial Valuatfon Report LG&E and KU Ernergy LLC Refirement P
Met Periodic Penslon Coast
Other Amortization Amounts - Non-Unlon Plan (ServCo Division)
Regulatory Accounling Purposes
Unrecognized Two Month
Amount as of Years Amortizalion
November 1, 2010 Rematning Amount
1. Transition $ 0 NA 3 0
2. Prior Seivice
January 1, 1994 (8,537) 1.17 {1,219)
January 1, 1995 11,087 1.17 1,584
Januvary 1, 1998 3,029 0.17 3,029
January 1, 1997 4,479 : 1.17 640
January 1, 1998 7,005 247 539
January 1, 1999 19,497 4,17 780
January 1, 2000 554,728 5.17 17,894
January 1, 2001 67,407 6.17 1,822
January 1, 2002 598,295 6.17 16,170
January 1, 2003 482,781 717 11,226
January 1, 2004 1,979,219 747 46,028
January 1, 2005 1,127,432 717 26,219
January 1, 2008 1,833,433 8.17 37417
January 1, 2007 12,718,313 8.17 259,557
Total Prior Senvica % 19,398,168 5 421,688
Financlal Accounling Purposas
Unrecognized Two Month
Amount asof Years Amortization
November 1, 2010 Remaining Amount
1. Transition § 0 NA$ 0
2. Prior Service 0 NIA 0
Total Prior Servica § 0 $ 0
16
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Arbough

LG&E and KU Energy LLC Relirement P

Actaarlal Valuation Report

Plan Assets
Market-Refated Value of Assets for Qualifled Plans

The market-related vaiue of assels used o compute the net periodic pension cost is equal o
the aclual market value of assels as shown below:
Market Value

of Assefs as of
October 31, 2010

5 213,826,126
648,209,519

Plan
LG&E Union
LG&E and KU Energy LLG Non-Unifon

The market valus of assets for the divislons of the Non-Union Plan were provided by LG&E and
KU Energy LLC.

Non-Unjon Plan

LG&E ServCo

Market value of assets
on October 31, 2010 138,646,047 $161,588,332

27
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February 2011

Determination of the Net Periodic Penslon Cost
for the Ten Month Period Beginning January 1, 2010 and

Ending October 31, 2010

MERCER




Actuarial Vaiuation Report

LG&E and KU Energy LLC Retirement Plans

Met Pericdic Pensior Cost

Service Cast

1. Service cost at beginning of
year

2. Interest for year

3. Service cost for year

4, Portion of year

5, Service cost for peried

Interest Cost

1. Projected benefit obligation

2, a. Expected distributions

b, Weighted for timing

3. Average projecled benefit
abligation

4. Discount rate

5. Interest cost for year

8. Portion of year

7. Interest cost for period

Expocted Return on Assets

1. Market-related value of assets

2. a. Expected distributions
b, Weighted for timing

3. a. BExpected employer

condributions

b, Weighted for timing

4. Average expected market-
related value of assets

5. Assurned rate of retum

6. Expected returmn on
assets for year

7. Poctian of year

8. Expected retumm on
assets for period

Mercer

Service Cost, Interest Cost And Expected Return on Asseots for Qualified Plans

NonUnion Retirament Plan

LGEE Union LGIE
1546471 & 2039118 §
93,904 124,958
1,638,375 $ 2,164,116 S
x 1012 x 10M2
1,365,313 § 1,803,430 S
250531720 5 191273180 S
15,339,058 11,046,968
8,308,656 5983774
242,223,064 185,289,406
5.08% 6.13%
14,727,162 § 11,358,241 §
%112 x 1012
12,272,635 S 9465201 S
195,626,667 § 128782818 S
15,339,058 11,046,963
8,308,656 5983774
12,400,000 7.50C,000
11,883,333 7,187,500
195,201,344 129,986,544
T.75% 7.75%
15,438,104 S 10,073,957 $
x 102 x 1012
12,865,087 $ 8394964 S

SenCo

2,501,910

582 467
10,084,377
x 10112
8,403,648

250,520,014
2,816,161
1,52542

248,994,593

6.13%
15,263,369
%1012
12,719,474

140,608,809
2,816,161
1,525,421

8,700,000
8,337,500
147.420,888
7.75%
11,425,119
x 1012
9,520,933
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Actuarlal Valuation Report LG&E and K\ Energy LLC Retirement Plans

Net Pericdic Pension Cost

Gain/Loss Amortization Amount For Regulatory Accounting Purpeses for Qualified Plans

Nenlnior Retirement P

LG&E Unigon LGAE SenCo

a. Projected benefit obligation 5 280,531,720 § 191,273,180 & 250,520,014
b. Fair value of plan assets 195,626,667 128,782,818 140,608,809
c. Unrecognized transition (assel)/obligation 0 a] 0
d. Unrecognized prior service cost 15,865,973 16,274,254 21,506,608
e. (Accruedyprepaid pension cost 65,697 412 €,291,716 (23,271,239)
f. Unrecognized (gain)loss (a-b-c-d-+e) 104,836,492 52,507,824 85,133,358
g. Market-rejated value of plan assets 195,626,667 128,782,818 140,608,809
h. Exxcess of fair value over market-related value (b-g) 0 0 0
L. Unrecognized {gain)loss potentially subject

to amortization (+1) 104,836,482 52,507,824 65,133,358
j. 10% af the largercfaoryg 25,053,172 19,127,318 25,052,001
k. Unrecognized (gain)loss subject to amortization 79,883,320 33,380,508 40,081,387
l. Average years of future service 11.61 1083 10.583
m. Amortization amount for year S 6,880,562 5 3,082226 $ 3,700,956
n. Partion of year x 10112 % 1012 X 1012
. Amoffiration amount for period $ 5,733,802 § 2,568 822 §% 3,084,130

Gain/l oss Amortization Armount For Financlal Accounting Purposes for Qualified Plans
Nonllnion Retirement Plan
LGSE Union, LGRE ServCo

a, Projected beneit abligation $ 250,531,720 § 191,273,180 3 250520,014
b. Fair value of plan assets 195,626,667 128,782,818 140,608,809
¢ Unrecognized transition {(asset)/obligation 0 1] 0
d. Unrecognized pricr service cost 14,073,865 10,160,681 20,043,428
e. (Accrued)/prepaid pension cost 44289131 (2,444,203} (42,582,76Q)
f, Unrecognized (gain)1oss (a-b—c-d-+e) 85,120,319 49,885,478 47,285,019
g. Market-related value of plan assets 195,626,667 128,782,818 140,608,809
h. Excess of fair value over market-related value (o-g) Q o 0
i. Unrecognized (gain)ioss potentially subject 85,120,319 49,885 478 47,285,019

to amonization (f+h}
j. 10% of the targercfaor g 25,053,172 18,127,318 25,052,001
k. Unrecognized {gain}fioss subject to amortization 60,067,147 30,758,160 22,233,018
L Average years of future service 11.61 10.83 10.83
oL Amertization amount for yoar 3 5,173,742 % 2,840,089 & 2,052 910
n. Portion of year x 1012 %1012 X 1012
o. Amoertization amount for period $ 4311452 S 2,366,741 § 1,710,758 .
Mercer
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Arbough
Actuarfat Valuation Report LG&E and KU Energy LLC Retlrement P
Net Periodic Pension Cost
Other Amortization Amounts - LG&E Union
Regulatory Accounting Purposoes
Unrecognized Ten Month
Amount as of Yoars Amorlizatlon
January 1,2010 Remaining Amount
1. Transition 5 o N/A % 0
2. Prior Service
Aprit {4, 1993 9,289 0.25 9,289
January 1, 1995 38,805 1.00 32,337
January 1, 1996 410,238 1.00 341,865
January 1, 1997 69,186 1.00 57,652
January 1, 1998 163,075 2.00 67,948
January 1, 2000 1,101,515 3.00 305,876
January 1, 2004 1,472,966 9.00 136,386
January 1, 2005 1,798,669 10.00 149,881
January 1, 2006 1,560,378 10.00 129,198
January 1, 2007 1,709,101 11.00 129,477
January 1, 2008 7,642,851 11,00 571,430
Total Prior Service § 15,865,973 % 1,931,439
Financial Accounting Purposes
Unrecognized Ten Month
Amount as of Years Amortization
January 1, 2010 Remaining Amount
1. Transition 5 0 NIA % 0
2. Prior Service
January 1, 2004 1,472,966 9.00 136,386
January 1, 2005 1,798,569 10.00 149,881
January 1, 2006 1,550,378 10.00 129,198
January 1, 2007 1,709,101 11.00 129,478
January 1, 2008 7,542,851 11.00 571,428
Total Prior Sewvice § 14,073,865 $ 1,116,371
14
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Attachment #1 to Response to LGE KIUC-2 Question No. 6

Page 46 of 62
Arbough
Actuarlal Valuation Report LGSE and KU Energy LLC Retirament
Net Perlodic Pension Gost
Other Amortization Amounts - Non-Union Plan (LG&E Division)
Regulatory Accounting Purposes
Unrecognized Ten Month
Amount as of Years Amorlization
January 1,2010  Remain ing Amounl
1. Transition I 0 NA T § 0
2. Prior Service
April 1, 1993 24,301 0.25 24,301
January 1, 1994 {30,074) 2.00 (12,5632)
January 1, 1995 606,710 2.00 253,631
January 1, 1996 458,674 1.00 382,228
January 1, 1997 165,036 2.00 68,766
January 1, 1998 289417 3.00 80,395
Januvary 1, 1999 498,944 5,00 83,157
January 1, 2000 3,166,993 6.00 439,860
January 1, 2001 648,462 7.00 17,197
January 1, 2002 283,110 7.00 33,703
January 1, 2003 273,687 8,00 28,508
January 1, 2004 921,651 8.00 96,006
January 1, 2005 646,423 8.00 67,336
January 1, 2006 1,121,676 9,00 103,849
January 1, 2007 7,197,344 9.00 666,421
Total Por Sewvice $ 16,274,254 $ 2,392,826
Financial Accounling Purposes
Unrecognlzed Ten Monlh
‘Amount as of Years Amortizallon
January 1,2010  Remaining Amounl
1. Transitton % 0 NiA  $ 0
2. Prior Service ’
January 1, 2003 273,687 8.00 28,508
January 1, 2004 921,651 8.00 96,006
January 1, 2005 646,423 8.00 67,336
January 1, 2006 1,121,676 9.00 103,849
January 1, 2007 7,197,344 9.00 666,421
Tolal Pdor Sewvice $ 10,160,681 $ 962,120
15
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Attachment #1 to Response to LGE KIUC-2 Question No. 6

Page 47 of 62
Arbough
Actuarlal Vajuation Report LG&E and KU Enargy LLC Relirement
MNet Perlodic Pension CGost
Other Amortization Amounts -Non-Union Plan {ServCo Division)
Reguialory Accounting Purposes
Unrecognized Ten Month
Amount as of Yoars Amorlization
January 1,2010  Rem alning Amount
1. Transition [ 0 NIA S 0
2. Prior Service
January 1, 1994 {14,634} 2.00 (6,097)
January 1, 1995 19,007 2,00 7,920
January 1, 1996 18,174 1.00 15,145
January 1, 1997 7,679 2.00 3,200
January 1, 1998 9,698 3.00 2,693
January 1, 1999 23,396 5.00 3,899
January 1, 2000 644,200 6.00 89,472
January 1, 2001 76,515 7.00 9,108
January 1, 2002 679,147 7.00 80,852
January 1, 2003 538,018 8.00 56,137
January 1, 2004 2,209,361 8.00 230,142
January 1, 2005 1,258,528 8.00 131,097
January 1, 2006 2,020,518 9.00 187,085
January 1, 2007 14,016,100 9.00 1,297,787
Total Prior Service §& 21,506,608 $ 2,108,440
Financlal Accounting Purposes
Unrecognized Ten Month
Amount as of Years Armorlization
January 1, 2010 Remaining Amount
1. Transiion $ 0 NA$ 0
2. Prior Sarvice
January 1, 2003 538,918 8.00 56,137
January 1, 2004 2,209,361 8.00 230,142
January 1, 2005 1,258,529 8.00 131,007
January 1, 2006 2,020,518 9.00 187,085
January 1, 2007 14,016,100 9.00 1,297,787
Total Prior Service $ 20,043,426 § 1,902,248
16
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Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 48 of 62

Arbough

Actuarlal Valuation Report LGAE and KU Eneigy LLC Relirement Pl

Plan Assets
Market-Related Value of Assets for GQualified Plans

The market-related value of assets used lo compute the net periodic pension cosl is equat fo
the actual market value of assefs as shown below:

Market Value
of Assets as of

Plan Pecember 31, 2009
LG&E Union $ 195,626,667

LGA&E and KU Energy LLC Non-Uplon 499,042,268

The market value of assels for the divisions of the Non-Unlon Plan were provided by LG&E and
KU Energy LLC and were adjusted below for transfers among the divisions for accounting

purposes.

Non-Union Plan

LGE&E ServCo

1. Market valus of

assels on
December 31, 2009  $129,447,727  $139,785,644

2. Adjustment for
transfers (664,909} 823,166

3. Market value of
assals on
December 31, 2009

after adjustment for
ransfers $128,782,818  $140,608,809

29
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Attachment #1 to Response to LGE KIUC-2 Question No. 6
o Page 49 of 62

Arbough

December 2009
E.ON U.S. LLC

Determination of the Net Periodic Pension Cost and
IFRS Cost for the Fiscal Year Beginning January 1, 2009
and Ending December 31, 2009

MERCER
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Actuarial Valuation Report

E ON U.S. LLC Retirement Plans

Net Periodic Pension Cost for FAS 87 Accounting Purposes

Service Cost

1. Service cost at beginning of
year

2. Inierest foryear

3. Service costat end of
year

[nterest Cost

1. Projected benefit obligation

2. a. Expected distributions

b. Weighted for ¥ming

3. Average projected benefit
abligation

4, Discountrate

S. Interest cast

Expected Retumn on Assets

1. Market-related value of assets

2. a. Expected distributions
b. Weighted for timing

3. a. Expecied employer

contributions

b. Weighted for timing

4, Average expoecied market-
retated value of assels

5. Assumed rate of retumn

6. Expected return on
assets

Mercer

+»

LGEE Union LG&E Sento

Servicy Cost, Interest Cost And Expected Return on Assets far Qualified Plans

NonUnion Retirement Plan

1,708259 § 2,143826 $ 9,054,747
108,133 133,977 565,922
1,816392 § 2,27TT603 8 9,620,669

242323273 $  184,602802 S 219,854,205

15,897 852 11,495,571 . 2,063,690
8,665503 6226984 1,117,832
233,687 770 178,375,818 218,736,373
633% 625% 6.25%

14,790537 S 11,148,489 % 13,671,023

177,440,112 $ 109,348317 8 107,748290
15,997.852 11,485.971 2,063,690
8,665,503 6,226984 1,117,832

0 7,900,000 7.800,000

Q 5,595,833 5,525,000
168,774,509 108,717,166 112,155,458
825% 8.25% £8.25%
13,923905 $ 8,969,166 $ 9,252,825
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Actuarial Valuation Report E.ON LS. LLC Refirement Plans

Net Periodic Pension Cost for FAS 87 Accounting Purposes

Gainloss Amortization Amount For Regulatory Accounting Pm-poses for Qualified Plans

LGSE Union

a Projected benefit chligation $242323273
b. Fair value of plan assels 177 440,112
¢ Unrecognized ransition (assef)/cbligation o]
d Unrecognized prior service cost 18254475
e (AccruedYprepaid pension cost 79216756
f Unrecognized (cain)loss {a-bc-d—+e) 125,845,442
g. Marketrelated value of plan assets 177.440,112
n Excess of fair value over marketrelated value (o-g) o]
i. Unrecognized (gain¥less potentially subject 195845442

to amortizaton (f+h) T

i+ 0% ofthe largerofaorg 24232327
k. Unrecognized (gainYloss subject o amortization 101 813,115
L. Average years of future service 12.32
m. Amortzation amount 58,247,818

LGSE, ServCo

$184,602,802 $219,854.205
108,348,317 107,748,290
a o]
18,492.367 24,036,737
10,285,490 {8,484 ,566)
§6,047,608 78,584,882
108,348,317 107,748,290
o} o]
€6,047,608 78,584,592
18,460,280 21,985,421
47,587,328 96,509,171
11.28 11.28
$4,218,735 35,007,657

NonUnion Retirement Plan

Gainloss Amortization Amount For Financial Accounting Purposes for Qualified Plans

LG&E Union

a. Projected benefit cbligation 5242 323,273
b. Fair value of plan assets . 177440112
c. Urrecognized transition (assef)/cbligation o]
d Unrecognized prior service cost 15413,510
e. (Accrued)prepaid pension cost 54,808,072
f. Unrecognized {gainyloss (a-b-c-d-re) 104278723
g. Marketrelated value of plan assets 177 440,112
n. Excess of fair value over market-related value (o) o}
i. Unrecognized (cain)ioss potentially subject

to amortzaton {f+h) 104278723
j. 10% ofthelargerof aorg 24232327
¥ Urrecognized (gain)ioss subject v amostization 80,046,396
I Average years of futire service 12.32
m. Amortization amount 36497272
Mercer

NenUnion Retirement Plan

L ServCo
$184,602,802 $219,854,205
109,348,317 107,748,280
] o]
11,315,225 22,326,123
{759,090) (20,779,759}
63,170,170 59,000,033
109,348,317 107,748,290
o] ]
63,170,170 59,000,033
15,460,280 21,985,421
44,709,89C 37,014,612
11.28 1128
$3,9632,643 £3,281,437

gsnoqay

79 JO IS 986

9 *ON UonsINY) 7-HNI AHT 0} 3Su0dsay 03 [# JUdUWYEYY



Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 52 of 62

Arbough

Actuarial Valuation Report E.0M U.S. LLG Reliremenl Plans

Net Periodic Pension Cost for FAS 87 Acecounting Purposes

Other Amortization Amounts - LG&E Union

Ragulatory Accounting Purposes

Unrecognlzed Annual
Amount as of Years Amortization
January 1, 2009 Remaining Amount
1. Transilion 5 0 N/A 5 0
2. Prior Service
January 1, 1993 44,778 1.00 44,778
Aprii 1, 1993 46,433 1.25 37,144
January 1, 1995 77,610 2.00 38,805
January 1, 1996 820,476 2.00 410,238
January 1, 1997 138,369 2.00 69,183
January 1, 1998 244,813 3.00 81,538
January 1, 2000 1,468,686 4,00 367,171
January 1, 2004 1,636,629 10.00 163,663
January 1, 2005 1,978,426 11.00 179,857
January 1, 2006 1,705,416 11.00 155,038
January 1, 2007 1,864,474 12.00 155,373
January 1, 2008 8,228,565 12.00 685,714
Tolal Prior Service $ 18,264,475 $ 23088502

Financlal Accounting Purposes

Unracognized Annuat
Amountas of Yaars Amortization
January 1,2009  Remaining Amount
1, Transition $ 0 NA  § 0
2, Prior Service
January 1, 2004 1,636,629 10.00 163,663
January 1, 2005 1,978,426 11.00 179,857
January 1, 2006 1,705,416 11.00 155,038
January 1, 2007 1,864,474 12.00 156,373
January 1, 2000 8,228,565 12.00 685,714
Tolal Prior Seivice § 15,413,510 $ 1,339,645

Morcer 14




Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 53 of 62

Arbough

Actuarial Valuation Report £.0N 1.8, LLC Relvement Plans

Net Periodic Pension Cost for FAS 87 Accounting Purposes

Other Amortization Amounts - Non-Unlon Plan (LGAE Division}

Regulatory Accounting Purposes

Unrecognized Annual
Amount as of Yaars Amorlization
January 1,2009  Remaining Amount
1. Transition 3 4] NA % )]
2. Prior Service
January 1, 1992 278,697 1.00 278,697
Aprit 1, 1993 121,491 1,25 97,190
January 1, 1994 (45,113} 3.00 {15,039)
January 1, 1995 913,067 3.00 304,357
January 1, 1996 917,344 2.00 468,670
January 1, 1997 247,655 3.00 82,619
January 1, 1998 385,891 4,00 96,474
January 1, 1999 598,732 6.00 99,788
January 1, 2000 3,694,825 7.00 527,832
January 1, 2001 741,099 8.00 92,637
January 1, 2002 323,554 8.00 40444
January 1, 2003 307,897 9.00 34,210
January 1, 2004 1,036,858 9.00 115,207
January 1, 2005 727,226 9.00 80,803
January 1, 2006 1,246,195 10.00 124,619
January 1, 2007 7,997,049 10.00 799,705
Total Phor Seivke $ 19,492,367 $ 3,219,113

Financlal Accounting Purposos

Unrecognized Annual
Amount as of Years Amortization
January 1,2009  Remalning Amount
1. Transition $ 0 N/A & 0
2. Prior Service
January 1, 2003 307,897 9.00 34,210
January 1, 2004 1,036,058 2.00 115,207
January 1, 2005 727,226 9,00 80,803
January 1, 2006 1,246,195 $0.00 124,619
January 1, 2007 7,997,049 10.00 799,705
Total Prior Seivice § 11,315,225 $ 1,164,544

Mercer 16




Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 54 of 62

Arbough

Actuaria] Valuation Report E.ON U.S. LLC Retirement Plans

Net Perlodic Pension Cost for FAS 87 Accounting Purposes

Other Amortization Amotumnts -Non-Union Plan (ServCo Divislon)

Regulatory Accounling Purposes

Unrecognized Annual
Amount as of Yaars Amortization
January 1,2009  Remaining Amount
1. Transition 3 0 NA B 0
2. Prior Sevice

January 1, 1994 (21,950) 3.00 (7,316)
January 1, 1095 28,511 3.00 9,504
January 1, 1896 36,349 2.00 18,175
January 1, 1997 11,519 3.00 3,840
January 1, 1998 12,930 4.00 3,232
January 1, 1999 28,075 6.00 4,679
January 1, 2000 751,566 7.00 107,366
January 1, 2001 87,445 8.00 10,930
January 1, 2002 776,169 8.00 97,022
January 1, 2003 606,283 9.00 67,365
January 1, 2004 2,485,531 9.00 276,170
January 1, 2005 1,415,845 9.00 157,316
January 1, 2008 2,245,020 10.00 224,502
January 1, 2007 15,573,444 10.00 1,667,344
Total Prior Serdce $ 24,036,737 $ 2,530,129

Financlal Accounting Purposes

Unrecognized Annual
Amotunt as of Years Amorifzation
January 1,2008 _Remalning Amount
1. Transiion $ 0 NiA 3 0
2. Prior Service
January 1, 2003 806,203 9.00 67,365
January 1, 2004 2,485,531 9.00 276,170
January 1, 2005 1,415,845 9,00 157,316
January 1, 2006 2,245,020 10.00 224,502
January 1, 2007 15,573,444 10.00 1,557,344
Total Prior Service $ 22,326,123 $ 2282697

Mercer 16




Attachment #1 to Response to LGE KIUC-2 Question No, 6
Page 55 of 62

Arbough

Actuarlal Valuatlon Raport E.ON U.5, LLC Reliremenl Plans
Plan Assets
Market-Related Value of Assets for Qualifled Plans

The market-zelated value of assels used to compute the net periodic pension cost and IFRS pension cost
is equal to the actual market value of assets as shown below:

Market Value
of Assets as of

Plan December 31, 2008
LG&E Union $ 177,440,112
409,666,830

E.ON U.S. LLC Non-Union

The market value of assets for the divisions of the Non-Union Plan were provided by E.ON U.S, LLC
and were adjusted below for transfers among the divisions for FAS 87 accounting purposes,

Non-Unlon Plan

LO&E ServCo

1. Market value of

agsets on
December 31, 2008  $109,560,085 $107,302,751

2, Adjustiment for
transfers (211,768) 445,539

3. Market valuc of
assets on
December 31, 2003

after adjustment for
transfers $109,348,317  $107,748,290

The market value of assets for the divisions of the Non-Union Plan were provided by E.ON U.S. LLC
and were adjusted below for transfers among the divisions for IFRS accounting purposes.

Non-Union Plan

LGRE ServCo

I. Market value of

asseis on
Dceember 31,2008 $109,472601  $107,328,6840

2. Adjustment for
transfers {211,607) 446,437

3, Market valuc of
asscts on
December 31, 2008
after adjustment for
transfers $109,260,994  $107,775,085

Mercer



Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 56 of 62
Arbough

Determination of the Net Periodic Pension Cost and
IFRS Cost for the Fiscal Year Beginning January 1, 2008
and Ending December 31, 2008
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Actuarial Valuation Report E.ON U8, LLC Retirement FPlans

Net Periodic Pension Cost for FAS 87 Accounting Purposes

Service Cost, Interest Cost And Expectad Return on Assets for Qualified Plans

NonUnion Refirernent Plan

_LG&E Urion LGEE SenCo
Service Cost
1. j:;’"e costatbegnning Of g 4yes737 § 2083577 §  B,355237
2. Interest for year 116,029 137,434 556,459
3 3:;*“’ costat ead of $ 1884766 §  2201,011 §  §911,696
interest Cost
1. Proiected benefit obligation $ 236211142 3 174,053,156 §  1B8B,055,836
2. a. Expected distributions 16,872,575 11,385,745 1,410,650
b. Weighted for timing 9,030,978 6,167,279 764,102
3. Average projected benefit 227,180,164 167865677 187201734
obligation
4. Discount rate 6.56% 6.66% 6.66%
5. Interest cost b 14,902,019 § 11,181,199 5 12,473,629

Expected Return on Assels
1. Market-related value of assets S 251,148,975 § 157284233 3 142,061,843

2. a. Expecied distributions 16,672,575 11,385,745 1,410,650
b. Weighted for timing 3,030,978 6,167 275 764,102
3. a. Expected employer 0 0 : 000
contributions 2,000,
b. Weighted for titning Q o] 1,416,667
4. Average expected market- g
7 151,126,954 142,714,408
related vaiue of assels 21183 2 d
. Assumed rate of retum B8.25% 8.25% 8.25%
6. Expected retum on $ 19,974,817 § 12467974 5 11,773,939
assets
Mercer
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Actuarizl Valuation Report E.ON U.3. LLC Refirement Plans

Net Periodic Pension Cost for FAS 87 Accounting Purposes

Gain/Loss Amortization Amount For Regulatory Accounting Purposes for Qualified Plans

NonUnion Refirement Plan

LGEE Union LGEE Do
235,211,142 $ 174,053,156 $ 188,055,836
251,148,675 157,294,233 142,061,843

0 o

2. Projected benefit obligation 8
b. Fair value of plan assels
¢. Unrecognized transition {(asset)/obligation

: 0
d. Unrecognized prior senvice cost 20,771,810 22,710,473 26,566,866
e. (Accrued)/prepaid pension cost 80,023,844 14,417,838 773,154
- £ Unrecognized (gain)floss (a-b-c-d—+e) 44,313,201 8,466,282 20,200,281
g. Merketrelated value of plan assets 251,149,375 157,294,233 142,061,843
h. Excess of fair value over market-related value (b-g) 0 G 0
i. Unrecognized (gzinyloss potentiaily subject
1o amortization (f+h) 44,313,201 8,466.252 20,200,281
j.10% of the largerofa org 25,114,998 17,405,316 18,805,584
K. Unrecognized {(gain)loss subject to amertization 19,188,203 Q 1,304,697
l. Average vears of future service . 13 12 12
m. Amortization amount 3 1476785 § 0 3 116,225

Gain/Loss Amortization Amount For Financial Accounting Purposes for Qualified Plans

Nonlnion Retirement Plan
LG&E Unign LSEE, ServCo
2. Projected benefit obligation $ 236211,142 § 174,053,156 $ 188,055.838
b. Fair vaiue of plan assels $ 251,148,975 § 1572842323 & 142,061,843
¢. Unrecognized transition {asset)/obligation a ) 0
d. Unrecognized prier service cost 16,753,155 12,489,769 24,608,820
e. (Accrued)/prepaid pension cost 52.£61,685 1,209,680 (20,885,678)
f. Unrecognized {gain)loss {@-b-c-d-+e) 21,268,697 5,588,844 499,497
g. Market-related value of plan assets 251,148,975 157,254 233 142,064,843
h. Excess of fair value over market-related value (b-g) 0 a 1]
i. Unrecognized (gain)loss potentially subject
0 amodtization (+h) 21,269,687 5,588,844 499,497

j-10% of the largerofa or g 25,114,988 17,405,316 18,805,584
k. Unrecognized (gain)loss subject to amortizaion a o 0
1. Average years of future service 13 12 12
m. Amortization amount S 6 3 03 o]
Mercer
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Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 59 of 62

Arbough

Actuarlal Valuation Report E.OM U.8, LLC Retirement Plans

Met Periodic Pension Cost for FAS 87 Accounting Purposes

Other Amortization Amounts - LG&E Unlon

Regulatory Accounting Purposes

Unrecognized Annual
Amount as of Years Amorlizalion
Janvary 1,2008  Remaining Amount
1. Transition 3 0 NIA % 0
2. Prior Service
January 1, 1992 128,831 1.00 128,831
January 1, 1993 89,558 2,00 44,780
April 1, 1983 83,577 2.25 37,144
January 1, 1995 116,415 3.00 38,805
January 1, 1996 1,230,714 3.00 410,238
January 1, 1997 207,652 3,00 69,183
January 1, 1998 326,151 4,00 81,538
January 1, 2000 1,835,857 5.00 367,171
January 1, 2004 1,800,292 11.00 163,663
January 1, 2005 2,158,283 12.00 179,857
January 1, 2006 1,860,454 12,00 165,038
January 1, 2007 2,019,847 13.00 155,373
January 1, 2008 8,914,279 13.00 685,714
Total Prior Service $ 20,771,810 $ 2,517,335

Financial Accounting Purposes

Unrecognized Annual
Amount as of Years Amortization
January 1,2008  Remalning Amount
1. Transition 5 0 NiA  § 0
2, Prior Servica
January 1, 2004 1,800,292 11.00 163,663
January 1, 2005 2,158,283 12.00 179,857
January 1, 20086 1,860,454 12.00 165,038
Jenuary 1, 2007 2,019,847 13,00 155,373
January 1, 2008 8,914,279 13.00 685,714
Total Prior Service $ 16,753,155 $ 1,339,645

Mercer 13




Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 60 of 62
Arbough

Actuarial Valuation Report £.0N 1.5, LLG Retirement Plans

Net Perlodic Pension Cost for FAS 87 Accounting Purposes

Other Amortization Amounts - Non-Unton Plan (LG&E Divislon}

Regutalory Accounling Purposes

Unrecognized Annual
Amount as of Years Amortizalion
January 1, 2008 Remaining Amount
1. Transition 3 0 NIA § 0
2. Prior Servica
January 1, 1992 557,393 2.00 278,696
Aprit 1, 1993 218,681 2.25 97,190
January 1, 1994 (60,152) 4.00 {15,039)
January 1, 1995 1,217,424 4,00 304,357
January 1, 1996 1,376,014 3.00 458,670
January 1, 1997 330,074 4,00 82,619
January 1, 1998 482,365 5.00 98,474
Japuary 1, 1999 698,520 7.00 99,788
January 1, 2000 4,222 657 8.00 527,832
January 1, 2001 833,736 9.00 92,637
January 1, 2002 363,998 9.00 40,444
January 1, 2003 342,107 10.00 34,210
January 1, 2004 1,152,065 10.00 115,207
January 1, 2005 808,029 10.00 80,803
January 1, 2006 1,370,814 11.00 124,619
January 1, 2007 8,796,754 11.00 799,708
Total Prior Service § 22,710,479 $ 3,218,112

Financlal Accounting Purposes

Unrecognized Annual
Amount as of Years Amortization
January 1,2008 _Remaining Amount
1, Transitlon 5 0 NiA  § 0
2. Prior Servica
January 1, 2003 342,107 10.00 34,210
January 1, 2004 1,162,065 10.00 115,207
January 1, 2005 808,029 10.00 80,803
January 1, 2006 1,370,814 11.00 124,619
January 1, 2007 8,796,764 11.00 799,705
Total Prior Service $ 12,468,769 $ 1,154,544

Mercer 14



Attachment #1 to Response to LGE KIUC-2 Question No. 6
Page 61 of 62

Arbough

Actuarial Valuatlon Report E.ON U.8, LLC Relirement Plans

Net Periodic Penslon Cost for FAS 87 Accounting Purposes

Other Amortization Amounts - Nop.Unlon Plan (ServCo Divisfon)

Regulatory Accounting Purposes

Unrecognized Annual
Amount as of Years Amorlization
January 1,2008 _Remaining Amount
1. Transition $ 0 NA § 0
2, Pror Service
January 1, 1994 {29,266) 4,00 (7,316)
January 1, 1995 38,016 4.00 9,504
January 1, 1996 54,624 3.00 18,175
January 1, 1997 16,359 4.00 3,840
January 1, 1998 16,162 - 5.00 3,232
January 1, 1999 32,764 7.00 4,679
January 1, 2000 858,932 8.00 107,366
January 1, 2001 98,375 9.00 10,930
January 1, 2002 873,191 9.00 97,022
January 1, 2003 673,648 10,00 67,365
January 1, 2004 2,761,701 10.00 276,170
January 1, 2005 1,573,161 10.00 157,316
January 1, 2006 2,469,622 11.00 224,502
January 1, 2007 17,130,788 11.00 1,567,344
Total Prior Service § 26,666,866 $ 2,530,129
Financlal Accounting Purposes
Unrecognized Annual
Amount as of Years Amoriization
January 14,2008 _Remalning Amount
1. Transitlon $ 0 NA 0§ 0
2. Prior Service
January 1, 2003 673,648 10.00 67,365
January 1, 2004 2,761,701 10.00 276,170
January 1, 2005 1,673,161 10,00 157,316
January 1, 2008 2,469,522 11.00 224,502
January 1, 2007 17,130,788 11.00 1,657,344
Tolal Prior Service § 24,608,820 $ 2,282,697

Mercer
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Plan Assets
Market-Related Value of Assets for Qualified Plans

The market-related value of assets used to compute the net periodic pension cost and IFRS pension cost
is cqual to the actual market value of assets as shown below:

Market Value
of Assets as of
Plan December 31, 2007
LG&E Union $ 251,149,975

_BONUS. LLCNon-Union

The market value of assets for the divisions of the Non-Union Plan were provided by E.ON U.S, LLC
and were adjusted below for transfers among the divisions for FAS 87 accounting purposes,

Non-Unien Plan

LG&E ServCo

1. Market value of
assels on
December 31, 2007  $157,004,920  $140,756,691

2. Adjustment for
transfers 289,313 1,304,952

3. Markel value of
assets on
Decernber 31, 2007
after adjustment for
transfers $157,294,233  $142,061,843

The market value of assets for the divisions of the Non-Union Plan were provided by E.ON U.S. LLC
and were adjusted below for transfers among the divisions for IFRS accounting purposes.

Non-Unjon Plan

LG&E ServCo

1. Market value of

assets on
December 31, 2007  $156,687,428  $140,791,836

2. Adjustment for
transfers 290,531 1,304 426

3. Market value of
assels on
December 31, 2007
after adjustient for
transfers $157,177,959  $142,096,262

Mercer




LG&E and KU Energy LLC
Prior Service Cost Bases and Amortizations

2014 2014 2014 2015 2015 2015
Amount Remaining on Amount Remaining on
Initial Base Amortization Period Remaining Initial Base Amortization Period Remaining
LG&E and KU Retirement Plan

LG&E (Regulatory) Base 1 99,792 99,792 1.00 0 0 -
LG&E (Regulatory) Base 2 1,055,665 527,832 2.00 527,833 527,832 1.00
LG&E (Regulatory) Base 3 277,914 92,637 3.00 185,277 92,637 2.00
LG&E (Regulatory) Base 4 121,334 40,444 3.00 80,890 40,444 2.00
LG&E (Regulatory) Base 5 136,847 34,210 4.00 102,637 34,210 3.00
LG&E (Regulatory) Base 6 460,823 115,207 4.00 345,616 115,207 3.00
LG&E (Regulatory) Base 7 323,211 80,803 4.00 242,408 80,803 3.00
LG&E (Regulatory) Base 8 623,100 124,619 5.00 498,481 124,619 4.00
LG&E (Regulatory) Base 9 3,998,524 799,705 5.00 3,198,819 799,705 4.00
LG&E (Regulatory) Base 10 N/A N/A N/A 80,979 9,068 8.93

Servco (Financial) Base 1 9,132,087

Louisville Gas & Electric Bargaining Employees' Retirement Plan

LG&E Union Base 1 818,314 163,663 5.00 654,651 163,663 4.00
LG&E Union Base 2 1,079,141 179,857 6.00 899,284 179,857 5.00
LG&E Union Base 3 930,226 155,038 6.00 775,188 155,038 5.00
LG&E Union Base 4 1,087,609 155,373 7.00 932,236 155,373 6.00
LG&E Union Base 5 4,799,993 685,714 7.00 4,114,279 685,714 6.00
LG&E Union Base 6 6,670,733 778,382 8.57 5,892,351 778,382 7.57
LG&E Union Base 7 N/A N/A N/A 8,892,048 1,048,343 8.48
Total 15,386,016 2,118,027 22,160,037 3,166,370

Attachment #2 to Response to LGE KIUC-2 Question No. 6
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LG&E and KU Energy LLC
Prior Service Cost Bases and Amortizations

2016 2016 2016 Base Year Test Year

Amount Remaining on
Initial Base Amortization Period Remaining Amortization Amortization

LG&E and KU Retirement Plan

LG&E (Regulatory) Base 1 0 0 - 83,160 0
LG&E (Regulatory) Base 2 1 1 - 527,832 263,917
LG&E (Regulatory) Base 3 92,640 92,637 1.00 92,637 92,637
LG&E (Regulatory) Base 4 40,446 40,444 1.00 40,444 40,444
LG&E (Regulatory) Base 5 68,427 34,210 2.00 34,210 34,210
LG&E (Regulatory) Base 6 230,409 115,207 2.00 115,207 115,207
LG&E (Regulatory) Base 7 161,605 80,803 2.00 80,803 80,803
LG&E (Regulatory) Base 8 373,862 124,619 3.00 124,619 124,619
LG&E (Regulatory) Base 9 2,399,114 799,705 3.00 799,705 799,705
lat 71911 9.068 A 1511 9.068

Servco (Financial) Base 1 8,109,457 1,022,630 R 170,438 1,022,630

Louisville Gas & Electric Bargaining Employees' Retirement Plan

LG&E Union Base 1 490,988 163,663 3.00 163,663 163,663
LG&E Union Base 2 719,427 179,857 4.00 179,857 179,857
LG&E Union Base 3 620,150 155,038 4.00 155,038 155,038
LG&E Union Base 4 776,863 155,373 5.00 155,373 155,373
LG&E Union Base 5 3,428,565 685,714 5.00 685,714 685,714
LG&E Union Base 6 5,113,969 778,382 6.57 778,382 778,382
LG&E Union Base 7 7,843,705 1,048,343 7.48 174,724 1,048,343

Total 18,993,667 3,166,370 2,292,751 3,166,370
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PPL Corporation
LG&E and KU Energy LLC
Calculation of Market Related Value of Assets (MRV) for 1/1/2014

LG&E and KU Retirement Plan

EROA Prior Year

Assumed Date of Disbursements
Assumed Date of Employee Contributions
Actual Date of Employer Contribution

MRV Prior Year
Disbursements

Employer Contribution
Employee Contributions
Expected Return

Expected MRV Current Year

Fair Value (FV) Current Year
MRV Current Year [80% of Expected MRV + 20% of FV]

PPL Corporation
LG&E and KU Energy LLC
Calculation of Market Related Value of Assets (MRV) for 1/1/2015

1/1/2014
7.10%

7/1/2013
N/A
1/15/2013

749,348,003
(46,232,580)
139,300,000
0
61,068,129
903,483,552

889,265,217
900,639,886

LG&E and KU Retirement Plan*

EROA Prior Year

Assumed Date of Disbursements
Assumed Date of Employee Contributions
Actual Date of Employer Contribution

MRV Prior Year
Disbursements

Employer Contribution
Employee Contributions
Expected Return

Expected MRV Current Year

Fair Value (FV) Current Year
MRV Current Year [80% of Expected MRV + 20% of FV]

*Amounts shown for the LG&E and KU Retirement Plan exclude WKE

TOWGRE MATERON. LA~

1/1/2015
7.00%

7/1/2014
N/A
1/14/2014

883,079,509
(53,567,506)
35,100,000

0
62,308,978
926,920,981

984,382,816
938,413,349

LG&E Union

1/1/2014
7.10%

7/1/2013
N/A
1/15/2013

275,951,212
(21,054,980)
10,600,000

0
19,568,416
285,064,648

281,471,417
284,346,002

LG&E Union

1/1/2015
7.00%

7/1/2014
N/A
1/14/2014

284,346,002
(21,908,849)
0
0
19,137,410
281,574,563

300,546,993
285,369,049
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PPL Corporation
LG&E and KU Energy LLC
Calculation of Market Related Value of Assets (MRV) for 1/1/2016

LG&E and KU Retirement Plan*

EROA Prior Year

Assumed Date of Disbursements
Assumed Date of Employee Contributions
Actual Date of Employer Contribution

MRV Prior Year
Disbursements

Employer Contribution
Employee Contributions
Expected Return

Expected MRV Current Year

Fair Value (FV) Current Year
MRV Current Year [80% of Expected MRV + 20% of FV]

*Amounts shown for the LG&E and KU Retirement Plan exclude WKE

TOWGRE MATERON. LA~

1/1/2016
7.00%

7/1/2015
N/A
1/14/2015

938,413,349
(38,475,794)

35,500,000

0

66,737,546

1,002,175,101

1,051,362,430
1,012,012,567

LG&E Union
1/1/2016

7.00%

7/1/2015
N/A
1/14/2015

285,369,049
(15,300,188)
13,400,000

0
20,344,455
303,813,316

320,053,716
307,061,396
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PPL Corporation
LG&E and KU Energy LLC
Amortization of Net Actuarial (Gain)/Loss for 1/1/2014

LG&E and KU

Retirement Plan LG&E Union

1/1/2014 1/1/2014
Fair Value of Assets 889,265,217 281,471,417
Market Related Value of Assets 900,639,886 284,346,002
PBO/APBO 960,426,685 291,960,791
Amortization of Net Actuarial (Gain)/Loss*
Net Actuarial (Gain)/Loss 113,255,050 90,205,599
Deferred Asset Gain/(Loss) (11,374,669) (2,874,585)
Remaining Actuarial (Gain)/Loss 101,880,381 87,331,014
10% corridor 96,280,001 29,196,079
30% corridor 288,840,004 87,588,237
Excess 10% corridor 64,943,926 58,134,935
Excess 30% corridor 0 0
Average Future Service 9.494 9.623
Amortization 6,840,523 6,041,249

*For the LG&E and KU Retirement Plan_, (gain)/loss amortization is calculated under each company allocation
and then added together for the plan's total. For this reason, the amortization amount shown cannot be calculated based on the total gains/losses
and corridors shown above.

PPL Corporation
LG&E and KU Energy LLC
Amortization of Net Actuarial (Gain)/Loss for 1/1/2015

LG&E and KU .
Retirement Plan* LG&E Union

1/1/2015 1/1/2015
Fair Value of Assets 984,382,816 300,546,993
Market Related Value of Assets 938,413,349 285,369,049
PBO/APBO 1,185,013,372 330,099,105
Amortization of Net Actuarial (Gain)/Loss***
Net Actuarial (Gain)/Loss 251,876,943 97,718,860
Deferred Asset Gain/(Loss) 45,969,467 15,177,944
Remaining Actuarial (Gain)/Loss 297,846,410 112,896,804
10% corridor 118,501,337 33,009,911
30% corridor 355,504,012 99,029,732
Excess 10% corridor 157,146,802 66,019,821
Excess 30% corridor 22,198,270 13,867,072
Average Future Service 8.930 8.482
Amortization 22,569,243 11,053,285

*Amounts shown for the LG&E and KU Retirement Plan exclude WKE and are shown on a US GAAP basis

***Eor the LG&E and KU Retirement Plan , (gain)/loss amortization is calculated under each company allocation
and then added together for the plan's total. For this reason, the amortization amount shown cannot be calculated based on the total gains/losses
and corridors shown above.
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PPL Corporation
LG&E and KU Energy LLC
Amortization of Net Actuarial (Gain)/Loss for 1/1/2016

LG&E and KU .
Retirement Plan* LG&E Union

1/1/2016 1/1/2016
Fair Value of Assets 1,051,362,430 320,053,716
Market Related Value of Assets 1,012,012,567 307,061,396
PBO/APBO 1,221,889,534 330,553,790
Amortization of Net Actuarial (Gain)/Loss***
Net Actuarial (Gain)/Loss 226,089,838 85,603,119
Deferred Asset Gain/(Loss) 39,349,863 12,992,320
Remaining Actuarial (Gain)/Loss 265,439,701 98,595,439
10% corridor 122,188,953 33,055,379
30% corridor 366,566,860 99,166,137
Excess 10% corridor 142,612,147 65,540,060
Excess 30% corridor 638,600 0
Average Future Service 8.430 7.982
Amortization 17,068,724 8,210,982

*Amounts shown for the LG&E and KU Retirement Plan exclude WKE and are shown on a US GAAP basis

***Eor the LG&E and KU Retirement Plan , (gain)/loss amortization is calculated under each company allocation
and then added together for the plan's total. For this reason, the amortization amount shown cannot be calculated based on the total gains/losses
and corridors shown above.

PPL Corporation
LG&E and KU Energy LLC
Amortization of Net Actuarial (Gain)/Loss for Base Year

LG&E and KU
Retirement Plan*
Amortization 9,461,976 6,876,588

LG&E Union

*Amounts shown for the LG&E and KU Retirement Plan exclude WKE and are shown on a US GAAP basis

PPL Corporation
LG&E and KU Energy LLC
Amortization of Net Actuarial (Gain)/Loss for Test Year

LG&E and KU .
Retirement Plan* LG&E Union
Amortization 19,818,984 9,632,134

*Amounts shown for the LG&E and KU Retirement Plan exclude WKE and are shown on a US GAAP basis
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Q.2-7.

A.2-7.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-7

Responding Witness: Daniel K. Arbough

Refer to the Company’s response to KIUC 1-21(a). The question was as
follows:

Please confirm that the IRS determines the minimum pension funding
requirements pursuant to ERISA, but does not determine the amount of
pension expense pursuant to GAAP.

In its response, the Company neither confirmed nor denied. Please respond to
the question that was posed and confirm or deny. If denied, then please explain
your response.

Yes, the IRS determines minimum pension funding requirements pursuant to
ERISA. The IRS does not determine the amount of pension expense pursuant to
GAAP.

LG&E retains Towers Watson for the purpose of determining minimum
required pension contributions in accordance with ERISA and the Internal
Revenue Code.

The cost of LG&E’s pension plans is determined by Towers Watson in
accordance with GAAP, specifically ASC 715.



Q.2-8.

A.2-8.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-8

Responding Witness: Daniel K. Arbough

Refer to the Company’s response to KIUC 1-21(b). The question was as
follows:

Please describe the status of any guidelines or requirements by the SOA or
any other authoritative agency or industry association to use the RP-20]4
Mortality Improvement Scale MP-2014.

In its response, the Company simply referred to its response to AG 1-15(c). In
its response to AG1-15(c), the Company stated:

In 2014, KU’s actuary, Towers Watson, performed an Experience and
Demographic Assumptions Review of the Company‘s plan. Towers Watson
reviewed the actual mortality experience for retirees and surviving spouses
in the qualified pension plan. Based on the results of this study, KU
determined that the RP-2014 mortality table was the best estimate of actual
experience available.

This response does not address the question posed by KIUC 1-2(b) as to
whether the Company is required or when it is required to adopt the RP-2014
mortality table. Please respond to the question posed.

See the response to Question No. 2-3.



LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2014-00372

Response to Second Set of Data Requests of

Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-9
Responding Witness: Valerie L. Scott
Q.2-9. Refer to the Company’s response to KIUC 1-28. Please provide a copy of the

electronic spreadsheet with all formulas intact.

A.2-9. See the attachment being provided in Excel format.



Attachment In Excel

The attachment(s)
provided In separate
file(s) in Excel format.



LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-10

Responding Witness: Christopher M. Garrett

Q.2-10. Refer to the Company’s response to KIUC 1-36 regarding property tax expense.

a. Please indicate if the Company allocates the property taxes assessed
between expense and capital for accounting purposes, i.e., capitalizes the
property tax expense related to CWIP. If the Company does not do so, then
please explain why it does not.

b. Please indicate if the accumulated depreciation amounts used in the
Company’s calculation of property tax expense include the net negative
salvage reflected in depreciation expense. If not, then please explain why net
negative salvage was excluded for that purpose.

A.2-10. a. Per the Company’s accounting policy, 656 - Capitalized Property Taxes, only
property taxes on CWIP that relate to the original construction costs of coal-
fired generating units are capitalized.  All other property taxes on
construction costs are expensed. There were no original construction costs
of coal-fired generating units in the base year, therefore, no property taxes
were capitalized.

b. Yes, the accumulated depreciation amounts include the net negative salvage
reflected in depreciation expense.



LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-11

Responding Witness: John J. Spanos

Q.2-11. Please indicate the terminal net salvage rates included in the depreciation rates
by account for each of the Company’s generating plants. Please indicate when
terminal net salvage was first included in the depreciation rates for each of the
plants.

A.2-11. Prior to the last rate case, net salvage was not identified between interim and
terminal net salvage. Depreciation practices now include the segregation of net
salvage which is based on the estimated interim and terminal retirements and
the associated net salvage determined as interim or terminal net salvage. In the
last rate case the Commission approved a settlement to include a negative 2%
terminal net salvage percent for LG&E generating plant.



Q.2-12.

A.2-12.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372
Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015
Question No. 2-12

Responding Witness: John J. Spanos

Refer to the Company’s response to PSC 2-40, which shows the net negative
salvage rate applicable to the entirety of the depreciable plant balance.

a.

C.

Please confirm that the entirety of the depreciable plant balance consists of
both interim retirements and terminal retirements.

Please provide the calculations of the net negative salvage rate separated
into net negative interim salvage and net negative terminal salvage and the
weighting that was used to develop a single net negative salvage rate.

Provide this same information for all Cane Run 7 plant accounts.

It is assumed that reference to Company’s response to PSC 2-51 for LG&E was
intended.

a.

The attachment to PSC 2-51 represents the weighted net salvage percentage,
which includes a component of interim and terminal net salvage associated
with the projected assets to be retired based on interim and terminal
retirements.

The attached document sets forth the calculations of the net negative net
salvage percentages for both interim and terminal net salvage with the
developed weighting.

The calculations for Cane Run Unit 7 were not conducted in the exact same
fashion because it was determined not to include a terminal net salvage
component in the proposed rates since no plans have been established for
how the facility would be dismantled.



LOUISVILLE GAS AND ELECTRIC COMPANY

CALCULATION OF WEIGHTED NET SALVAGE PERCENT FOR GENERATION PLANT AS OF DECEMBER 31, 2011

Tarminal Rotiromenta

Interim Retirements Total Estimated
Retirarrants Net Salvaga Not Satvage Ratiroments. Net Salvoge Net Salvage Net Satvago Total Net Satvage
Account 15} [} ] i5), %) £l Refiramorts. %
it @ =} 2R 5) {6} {T=(5ixdC) Bl (Bi=t2pt5) {19)=B}(3)
STEAM PRODUCTION PLANT
CANE RUN GENERATING STATION
31 STRUCTURES AND IMPRCVEMENTS 51,602,971 Kl (954,555} 555,080 [pav) 111,616 1,086,271 52,181,051 2)
312 BCILER PLANT EQUIPMENT 190,372,082 @ (3.648,384) 6,402,382 =5 1,600,541 5205924 205,776.244 @
314 TURBOGENERATOR UNMTS 33,086,350 [ra) 511,542 1.629,396 “s 244,409 855,952 34,085,745 2}
315 ACCESSORY ELECTRIC EQUIPMENT ' 35,972,608 [#4] (665,49T) 1278211 {10} 127,821 TE3314 37,250,518 =43
318 MISCELLANEOUS POWER PLANT EQUIPMENT 587,40 v} {58,969 a3 zd c - 58,2689 . 3250828 2}
TOTAL CANE RUN GENERATING STATION a23,191,5035 (5.979,643) 9,937,183 2084387 a.003,420 330,122,658 bz
MILL CREEK GENERATING STATION
m STRUCTURES AND IMPROVEMENTS 113,850,940 [ea) {2.905,477) 15,122,788 2o 3,024,558 5,130,985 128,983,727 {8y
342 BOWER PLANT EQUIPMENT 540,028,681 @ (9,435,475) 249,227,761 @5 52,306,540 71742415 759,253,422 @)
314 TURBOCENERATCR UNITS 60,055,758 %4 {1,111,002) 45,970,072 {15 6,585,511 8,006,342 106,025,820 )]
315 ACCESSCRY ELECTRIC EQUIPMENT 44,720 898 [r4] {827,337 35,908,938 {10) 3,580,884 4,418,730.47 50,628,238 (C3]
M6 MISCELLANEOUS POWER PLANT EQUIPMENT 5,104,648 2 (94,428 3.5:!1.95_' o - 94 435 8630,57 L))
TOTAL MILL CREEK GENERATING STATION 733,767,568 (12,574,708} 348,767,483 75,817,802 89,392,609 1,083,525,382 1)
TRIMELE COUNTY GENERATING STATION
311 STRUCTURES AND IMPRCVEMENTS 120,850,738 @ (2.237.589) 20,641,275 20} 4,128255 6,365.844 141,582,011 (17
312 BDILER PLANT ECLIPMENT 155,064,406 [r4] (3,625,342} 220,882,987 @25 55,220,747 58,646,088 416,847,304 (11
314 TURBOGEMNERATDR UNITS 38,451,719 [vs] (711.542) 38,906,646 (19 5,847,997 6,559,539 71448365 ()]
315 ACCESSORY ELECTRIC EQUIPMENT 26,385,502 @ (ag8,129) 33,812,288 (0) 3,381.229 3,8608.368 50,156,191 “n
6 MISCELLANEQOUS POWER PLANT EQUIPMENT 1,302,738 @ {24,101} 3,155,044 1] - 24101 4,457,783 (11
TOTAL TRIMBLE COUNTY GENERATING STATION 383,665,504 (7.086.712) 27,478,240 68,578,228 75,664,735 700.540, 744 117
TOTAL STEAM PRODUCTION PLANT 1440,024,914 {26,640,461) £77,170,904 145,888,517 173.120,978 2,117,195320 (1]
HYDRAULIC PRODUCTICM PLANT
QHIO FALLS
331  STRUCTURES AND IMPROVEMENTS 3,028,502 @ ®1.5T 1634873 R=0) 26575 388,552 4,963,376 &
i RESERVOIRS, DAMS AN WATERWAYS 11,521,557 2} (213,149) 180,694 1 16869 230,018 11,650,252 [e)]
333 WATER WHEELS, TURBINES AND GENERATCRS 9222953 > {255,625) TE2 261 (=0} 1445452 00077 16,045,214 1)
324 ACCESSCRY ELECTRIC EQUIPMENT 5,118,158 ] (84,887 391,540 (20} 78,328 173.015 5,500,835 &
s MISCELLANEQUS POWER PLANT EQUIPMENT 283.259 [ra] ($,24m 26,989 {15} 4.048 9289 310247 &
I ROALYS, RALROADS AND BRIDGES 10714 [ra] {188y 19,216 5 367 1,159 23931 &
TOTAL OHIC FALLS a9 489 181 (730 £78) 2,063 674 571,633 1,902 109 42 445 855 M
TOTAL 'HTDR._QI)LIC PRODUCTION PLANT 39,485,181 [730,476) 2.963,574 571,633 1,392,109 42,448,655
CTHER PRODUCTION PLANT
BROWRN CTS
a4 STRUCTURES AN IMPROVEMENTS 1,044 742 [r4] {18,328} 44,131 1% 5413 25,741 1,108,873 o
342 FUEL HOLDERS, PRODUCERS AND ACCESSORIES 1238876 @ 22,879} 154,634 (10) 15465 35,344 1291340 o)
T PRIME MOVERS 35802238 2 (682.349) 18.2687,027 6] $13.35 1,575,583 54,069,260 oy
344  GENERATORS 7.473,858 [wl] (157,513} 114,787 {10 11477 158,000 £,088,435 =3
M5 ACCESSORY ELECTRIC EQUIPMENT 4,040,820 2} (74.755) 470,983 [} - 74,755 4,511,812 2}
e MISCELLANEOUS POWER PLANT EQUIPMENT 8 882 [wi) {43 084) 111,857 [} - 43084 440,729 o)
TOTAL BROWN CTS 52,426,598 (D69,399) 19,183,439 946,707 1,916,806 71,610,437 3
CANE RUNCT
30 STRUCTURES ANO WPRCVEMENTS 206,859 [»3] 2.823) 4513 % 452 4,281 211,518 [s]
342  FUEL HOLDERS, FRODUCERS AND ACCESSORIES 309,146 @ (5.719) 9,89 {10 930 6,700 318,042 2
J44 CENERATORS 2,778,505 [ra] (81,427) 130,618 {10 13,062 84,483 2,810,124 [ra]
245 ACCESSORY ELECTRIC EQUIPMENT 86,422 2 (1,599) 30,208 0 - 1509 116,627 2
36  MISCELLANEQUS POWER PLANT EQUIPMENT - [r4] o - o - - - @
TOTAL CANE RUN CT 3,392,072 162,563 775,239 14,503 .07z 2,387,311 2

Attachment to Response to LGE KIUC-2 Question No. 12(b)
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LOUISVILLE GAS AND ELECTRIC CONPANY

CALCULATION OF WEIGHTED NET SALVAGE PERCENT FOR GENERATION PLANT AS OF DECEMBER 31, 2041

Terminal Rotdremonts Interim Retirements Totat Estimuted
Ratiremonts Net Salvapa Net Sahvuge Retirmmaonm Net Sakaga Net Salvage Not Salvage Total Net Salvage
Aesount L& I | N &3] %) . 54 m Retlremmants
n e {3 {6=~{2)x(3) []] @ (Trtdina} BI=(a17) (9= 2S] (10148
PADDY'S RUN GENERATCRS
241 STRUCTURES AND IMPROVEMENTS 2,005,881 ] (28,5889 136,931 [gE0)] 13,692 52,282 2,222,811 =]
32 FUEL HOLDERS, PRODUCERS AND ACCESSORIES 1,561,670 [#4] (28,361 04,573 (1 aD,457 ar,118 2,268,242 23y
243 PRIME MOVERS 12,324,033 [#4] 227 595 7222158 &) 391,108 518,103 20,148,191 =31
344 GENERATORS 9,871,969 i} {182.631) 502,504 “oy 50,259 232,801 10,374,583 [5}]
345  ACCESSORY CLECTRIC EQUIPMENT 3,410,054 (i) ({G.3,086) 349,600 [+] - 83,088 3,759,743 3
346 MISCELLANEOUS POWER PLANT EQUIPMENT : 1237728 @ . (22,780 58,801 D - ' 2,787 1,290 529 3
TOTAL PADDYS RUN GENERATORS 30,905,332 (571,749) 9,174,746 483,578 1,052,266 46,086,080 /]
TRIMBLE COUNTY CTS
241 STRUCTURES AND IMPRCOVEMENTS 8,733,432 [#4] (161,569) 2719563 {10} 271356 408,525 11,452,995 (o))
342  FUEL HOLDERS, PRODUCERS AND ACCESSORIES 2,727,814 4] {50,485) 850,961 10 85,095 135,561 3579775 [£)]
33 PRIME MCVERS 42,008,110 [Pi) (777,005) 41.251,779 (5} 2.062.58% 2,208,883 83250280 @
344 GENERATCRS 8,115,786 [me] (150,13 1,855,900 {10} 185,596 335,728 9,871.245 )]
345  ACCESSORY ELECTRIC EQUIPMENT 6,377260 @ (128,079) 5282778 D - 128,079 12,280,038 [
348 MISCELL ANEQUS POWER PLANT EQUIPMENT 23199 73] {5409 28379 o - 540 55577 | )]
TOATAL TRIMBLE COUNTY CTS 68,538,102 (7,268,860 51,987,419 2,605,237 3,874,717 120,578,521 o]
ZORN AND RIVER ROAD CTS
241 STRUCTURES AND IMPROVEMENTS 7.050 = (120} 1,13 10 112 250 8241 (o]
a2 FUEL HOLDERS, PRODUCERS AND ACCESSORIES 20,251 [ra] 7S5y 3,183 a0 31e 623 23,434 [=)]
33 PRME MOVERS . - ) 0 - )] - - - o]
T GENERATORS 1,839,004 & Q0,338 187 677 a0 18,768 432,108 1,627,581 Q)
s ACCESSORY ELECTRIC EQUIPMENT 30,581 i) (565} 13,722 ] - 565 ) 2By =]
MISCELLANEOUS POWER PLANT ECGLIPMENT 9,487 [F4] a7e 1 4] - 178 2,488 [=]
TOTAL ZORN AND RIVER ROAD CTS 1,707,254 {31,58%) 205773 19,205 50,789 1,913,027 o]
TOTAL OTHER PRODUCTICN PLANT 157 009,760 (2,904,681 86,726 817 4,071,176 6,875 4851 7. 7ICITT
GRAND TOTAL 1,636,519,855 (20.275,617) 760,861,197 151,123,120 121,398,928 2,397,384 652
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LOUISVILLE GAS AND ELECTRIC COMPANY

CASE NO. 2014-00372

Response to Second Set of Data Requests of

Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-13
Responding Witness: John J. Spanos
Q.2-13. Refer to the Company’s response to PSC 2-41, which states that there is no

terminal salvage included in the Cane Run 7 depreciation rates.

a. Please separate the Cane Run 7 depreciable plant balance into interim
retirements and terminal retirements.

b. Please confirm that the proposed Cane Run 7 net negative salvage rate was
applied to the entirety of the depreciable plant balance, including the portion
expected to survive to terminal retirement.

A.2-13. It is assumed that reference to Company response to PSC-2-52 for LG&E was
intended.

a.  The attached document sets forth the projected assets as of April 30, 2015
which will be retired on an interim and terminal basis.

b.  For purposes of establishing the projected depreciation rates in this case,
the net salvage percentages were applied to the entire depreciable plant
balance as of April 30, 2015.



LOUISVILLE GAS AND ELECTRIC COMPANY
CANERUN7

PROJECTED INTERIM AND TERMINAL RETIREMENTS BASED ON
APRIL 20, 2015

SURVIVOR RETIREMENT ORIGINAL INTERIM TERMINAL
ACCOUNT CURVE DATE COST RETIREMENTS RETIREMENTS
(0 @ &) 4 5] &
341 STRUCTURES AND IMPROVEMENTS 60-51.5 6-2055 19,103,700.00 {3,415,335.19) (15,688,364.81)
342 FUEL HOLDERS, PRODUCERS AND ACCESSORIES 55-R3 6-2055 8,915,060.00 (1,397,581.11) (7,517 ,478.89)
343 PRIME MOVERS 556-R2.5 6-2055 29.292,340.00 (5,530,271.48) (23.762.068.52)
344 GENERATCRS 50-R1.5 6-2055 57,311,100.00 {17,095,553.84) (40,215,546.16)
345 ACCESSORY ELECTRIC EQUIPMENT 50-80.5 6-2055 10,188,640.00 {3,412,490.40) (6,776,149.60)
346 MISCELLANEQUS POWER PLANT EQUIPMENT 45-R2 6-2055 2,547,160,00 {872,503.82) {1,674,656.18)

TOTAL OTHER PRODUCTION PLANT 127,358,000.00 (31,723,735.34) (95,634,264,16)

Attachment to Response to LGE KIUC-2 Question No. 13
Page 1 of 1
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Response to Question No. 2-14
Page 1 of 2
K. Blake/Pottinger/Counsel

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-14

Responding Witness: Kent W. Blake / Paula H. Pottinger, Ph.D. / Counsel

Q.2-14. Refer to the Company’s response to KIUC 1-12. The question asked the
following:

Please provide the incentive compensation expense for 2013, 2014, the base
year, and the test year by incentive compensation plan and by goal or target
for each plan. This includes incentive compensation expense assigned and
allocated to the Company as well as incentive compensation expense
incurred directly by the Company.

The Company’s response referred to its response to AG 1-150. The response to
AG 1-150 does not provide the information requested in KIUC 1-12 by plan and
by goal or target for each plan. It also does not provide the information for LKS
charged to the Company.

a. Please provide the information requested in KIUC 1-12. To be clear, this
request also includes all stock-based compensation awards, and is not
limited only to incentive compensation with cash or deferred payouts.

b. Please provide the calculation of incentive compensation expense in the
historic year, the base year and the test year in electronic format with all
formulas intact. This calculation should reflect all performance metrics and
goals, the achieved metric or goal, and the calculation of the cost, including
the allocation between expense and capital.

A.2-14. a. See the Company’s Objection filed on February 16, 2015. The Team
Incentive Award (TIA) is the only plan with payments included in the cost
of service. Information by goal and by target for the TIA is provided in
response to AG-1 Question 75. None of the costs of stock-based
compensation or other incentive plans, beyond the TIA, were incurred by
the Louisville Gas and Electric Company, nor were any such costs allocated
to Louisville Gas and Electric Company by any other entity.



Response to Question No. 2-14
Page 2 of 2
K. Blake/Pottinger/Counsel

b. The attached information is from the Company’s financial system and
provides incentive compensation expense for 2013, 2014, the base year and
the test year. Incentive compensation expense is determined at the beginning
of the year, reviewed quarterly and adjusted, if appropriate. Incentive
compensation expense is based on labor allocations from the Company’s
financial system and assumes on-target financial, customer satisfaction and
team performance. Individual performance is assumed at 120%. When
actual incentive payouts are made during the first quarter of the following
year, true-up entries are made to allocate the incentive expense to the
appropriate companies and FERC accounts.

While the Company does not report incentive expense by performance goal,
2013’s expense is provided below by financial, customer, individual and
team performance goals. 2014 incentive expense by performance goal will
be available mid-March. See the response to AG 1-75 for details on
measure weightings.

Other
Performance Measure Capitalized Expensed Balance Total
Sheet
Financial - PPL EPS 23,233 118,308 13,043 154,584
Financial - LKE Net Income 1,149,986 5,855,895 645,579 7,651,460
Customer Satisfaction 267,669 1,363,007 150,264 1,780,939

Individual/Team Effectiveness 561,391 2,858,681 315,153 3,735,225
Total 2,002,279 10,195,891 1,124,038 13,322,208




Company Allocated from

Louisvilie Gas and Electric Company
Case No. 2014-00372
Incentive Compensation Expense for 2013, 2014, Base Year and Test Year

LGE

Other Balance

Capitalized Expensed Sheet Total
2013
Servco 747,474 5,332,386 387,392 6,467,253
LGE 1,245,402 4,800,507 736,437 6,782,347
KU 9,402 62,998 208 72,608
2,002,279 10,195,891 1,124,038 13,322,208
2014
Servco 812,954 5,662,348 438,861 6,914,163
LGE 1,367,206 4,634,350 927,773 6,929,329
KU 7,925 42,654 (0) 50,579
2,188,086 10,339,352 1,366,634 13,894,071
Base Period
Servco 603,244 4,977,410 342,211 5,922,865
LGE 1,417,270 5,537,539 526,211 7,481,020
KU 13,209 38,691 - 51,901
2,033,724 10,553,640 868,422 13,455,786
Forecasted Test Period
Servco 546,333 5,407,473 399,224 6,353,030
LGE 1,084,276 5,573,371 388,069 7,045,716
KU 17,915 29,124 10,722 57,761
1,648,524 11,009,967 798,015 13,456,506

Attachment to Response to LGE KIUC-2 Question No. 14
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LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372
Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015
Question No. 2-15

Responding Witness: Russel A. Hudson

Q.2-15. Refer to the Company’s response to AG 1-150.

a.

A.2-15. a.

b.

Please explain why the overtime payroll expense in the test year increased
by more than $2 million for each Company even while each Company
proposes significantly increased staffing levels. This relationship would
appear to be counterintuitive.

Please provide the calculation of overtime expense for the historic year, the
base year and the test year.

Overtime included in the test year Expense is $8,999,728. This amount is
lower than the average overtime for the preceding six years included in AG
1-150, which is an average of $10,320,434. The overtime in the base period
is lower due to how labor is forecasted on a monthly basis. Labor for the
forecasted months in the base period is recorded in total, not between
straight time and overtime. The amounts shown in AG 1-150 have the total
adjustments included in Base Pay. See attached.

See attached.



Attachment to Response to LGE KIUC Question No. 2-15(a)
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Hudson
Louisville Gas and Electric
Case No. 2014-00372
Overtime/Other Pay
Other
Expensed  Capitalized Balance Total

Overtime/Other Pay

2009 $ 10,384,280 $ 1,437,619 $ 430,349 $ 12,252,248

2010 9,151,734 2,033,806 571,894 11,757,434
2011 10,505,646 2,530,749 581,810 13,618,205
2012 9,871,552 2,421,079 1,564,020 13,856,651
2013 10,241,459 2,821,581 478,539 13,541,579
2014 11,767,934 3,550,703 983,297 16,301,934
Six year Average overtime 10,320,434 2,465,923 768,318 13,554,675
Base Period 6,786,079 2,446,978 361,604 9,594,661
Test Period 8,999,728 1,379,793 - 10,379,521
Change from Base to Test (2,213,649) 1,067,185 361,604 (784,860)

Change from Historical Average to Test 1,320,706 1,086,130 768,318 3,175,154




Attachment to Response to LGE KIUC Question No. 2-15(b)
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Louisville Gas and Electric Company
Case No. 2014-00372
Overtime Expense Calculation
Other Balance
Period Type of Cost Expensed  Capitalized Sheet Total
2014 Overtime 8,632,233 2,933,750 500,219 12,066,202
2014 Doubletime 2,406,950 542,295 429,078 3,378,323
2014 Other Pay 728,751 74,658 54,000 857,409
Total $ 11,767,934 $ 3,550,703 $ 983,297 $ 16,301,934
Base Period Overtime 7,256,311 2,211,081 182,575 9,649,967
Base Period Doubletime (673,800) 206,659 173,522 (293,619)
Base Period Other Pay 203,568 29,238 5,507 238,313
Total 6,786,079 2,446,978 361,604 9,594,661
Forecasted TY Overtime 8,652,363 1,379,793 - 10,032,156
Forecasted TY Doubletime - - - -
Forecasted TY Other Pay 347,365 - - 347,365
Total $ 8,999,728 $ 1,379,793 $ - $ 10,379,521



LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372
Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.

Dated February 6, 2015

Question No. 2-16

Responding Witness: Kent W. Blake / Paula H. Pottinger, Ph.D.

Q.2-16. Refer to the Company’s response to AG 1-75, which sought complete copies of
any incentive compensation plan, bonus program or other incentive award
program in effect at the Company for each year 2010 through 2014. In its
response, the Company provided a single document describing the Team
Incentive Award Plan. Based on the PPL Proxy Statement for 2014, it appears
that there are other incentive compensation plans applicable to executive and
other management positions.

a.

A.2-16. a.

Please confirm that the Team Incentive Award Plan is the only incentive
compensation, bonus program or other incentive award program in effect in
any of those years that was included in operating expense on the Company’s
accounting books. If this is not correct, then please supplement the response
to AG 1-75.

Please provide the amount of incentive compensation expense recorded by
O&M and A&G expense account by plan and by performance metric for
each plan in 2012, 2013, 2014, the base year and the test year. Provide this
amount for each utility, showing separately amounts incurred by LKE
and/or PPL that were charged to each utility.

The Team Incentive Award Plan is the only incentive compensation, bonus
program or other incentive award program in effect for 2010 through 2014
that was included in operating expense on the Company’s accounting books.

Detailed incentive compensation by originating company and by O&M and
A&G accounts are included in the attachment for historical years 2012-
2014. The allocation process for the budget combines the incentive
compensation with other labor-related cost allocations. Therefore, the
detailed level of data is not available. See the response to Question No. 2-
14 for incentive compensation by originating company and account type for
the base and test years.
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Louisville Gas and Electric Company
Case No. 2014-00372
Incentive Compensation Charged to A8G, O&M and Expense by Account for 2012, 2013, and 2014
R R e e 2012 e 20130 012014,
From5erveo e, ..4355078 5332386 5,662,348
A&G
901001 - SUPV-CUST ACCTS 115,373 162,430 27,018
901900 - SUPY-CUST ACCTS - INDIRECT 22,336 31,202 160,972
902001 - METER READ-SERY AREA 15,932 12,502 4,253
902002 - METER READ-CLER/OTH 155
902900 - METER READ-5ERV AREA - INDIRECT 8,275 16,240
903001 - AUDIT CUST ACCTS 84,617 88,194 18
903006 - CUST BILL/ACCTG 2,061 3,499 0
903007 - PROCESS PAYMENTS 8,335 5,746 5,506
903008 - INVEST THEFT OF SYC 693 2,580 1,104
903012 - PROC CUST CNTRT/ORDR 18,130 20,288 20,167
903013 - HANDLE CREDIT PRCBS -
903022 - COLL OFF-LINE BILLS 5,630 18,479 11,312
903030 - PROC CUST REQUESTS 4,314 4,998 5,160
903031 - PROC CUST PAYMENTS 15,132 14,010 {)}
903035 - COLLECTING-QTHER . 47,040 35,752 38,766
903036 - CUSTOMER COMPLAINTS 43 694 1,496
903901 - AUDIT CUST ACCTS - INDIRECT 1,783
903902 - BILL SPECIAL ACCTS - INDIRECT 6,753 6,765 4,966
903906 - CUST BILL/ACCTG - INDIRECT 21,910 31,231 132,527
903907 - PROCESS PAYMENTS - INDIRECT 500 282
903908 - INVESTIGATE THEFT OF SERVICE - INDIRECT 6,247
903909 - PROC EXCEPTION PMTS - INDIRECT (27} 4
903912 - PRQC CUST CNTRT/ORDR - INDIRECT 23,635 18,958 20,481
903922 - COLLECT QOFF-LINE BILLS - INDIRECT 1,487
903930 - PROC CUST REQUESTS - INDIRECT 274,124 357,797 376,351
903931 - PROC CUST PAYMENTS - INDIRECT 492 17,080
903935 - COLLECTING-OTHER - INDIRECT 1,251
903936 - CUSTOMER COMPLAINTS - INDIRECT 13,955 15,500 17,785
905001 - MISC CUST SERV EXP 26,135 1,041 -5
905800 - MISC CUST SERV EXP - INDIRECT 73
907001 - SUPV-CUST SER/INFC 2,819 1,959
907900 - SUPV—tUST SER/INFQ - INDIRECT 14,556 20,210 22,504
908005 - DSM CONSERVATICN PROG 87,904 96,414 68,599
908011 - DSM CONSERVATION PROGRAM - GAS EXPENSE RECLASS ' ) 18,846
908901 - CUST MKTG/ASSIST - INDIRECT 20,701 21,681 20,147
§20100 - OTHER GENERAL AND ADMIN SALARIES 157,995 277,757 290,138
920900 - OTHER GENERAL AND ADMIN SALARIES - INDIRECT 1,713,577 2,385,735 2,890,157
925004 - SAFETY AND INDUSTRIAL HEALTH 4,192 2,739
530274 - RESEARCH AND DEVELOPMENT EXPENSES ~ INDIRECT 9,897 15,659 11,910
935391 - MTCE-COMMUNICATION EQ - INDIRECT 47,275 30,939 127
935401 - MTCE-OTH GEN EQ 1,195 290
935488 - MTCE-OTH GEN EQ - {NDIRECT 424,776 288,228 16,808
O&Mm
500100 - OPER SUPER/ENG 11,579 11,411 7,440
500900 - OPER SUPER/ENG - INDIRECT 158,864 220,162 264,280
501026 - COAL RESALE EXPENSES 772 912 767
501090 - FUEL HANDLING 33,507 35,735 34,024
501990 - FUEL HANDLING - INDIRECT 50,899 65,921 78,366
502002 - BOILER SYSTEMS OPR 2
502004 - SDRS-H20Q SYS OPR 7
502100 - 5TM EXP(EX SDRS.SPP) 5,319 6,983 8,480

505100 - ELECTRIC SYS OPR 26




Attachment to Response to KIUC-2 Question No. 16

Louisville Gas and Electric Company
Case No. 2014-00372

Incentive Compensation Charged to ARG, O&M and Expense by Account for 2012, 2013, and 2014

506100 - MISCSTM PWREXP

506110 - MERCURY MONITORS OPERATIONS
506900 - MISC STM PWR EXP - INDIRECT

510100 - MTCE SUPER/ENG - STEAM

510900 - MTCE SUPER/ENG - STEAM - INDIRECT
511100 - MTCE-STRUCTURES

512005 - MAINTENANCE-SDRS

512011 - INSTR/CNTRL-ENVRNL

512015 - SDRS-COMMON H20 5YS

512017 - MTCE-5LUDGE STAB 5YS

512100 - MTCE-BOILER PLANT

513100 - MTCE-ELECTRIC PLANT

513500 - MTCE-ELECTRIC PLANT - BOILER

514100 - MTCE-MISC/STM PLANT

541100 - MTCE-SUPER/ENG - HYDRO

542100 - MAINT OF STRUCTURES - HYDRO

543100 - MTCE-RES/DAMS/WATERW

544100 - MTCE-ELECTRIC PLANT

548100 - DO NOT USE -- GENERATION EXP

553100 - DO NOT USE -- MTCE-GEN/ELECT EQ
554100 - MTCE-MISC OTH PWR GEN

556100 - 5YS CTRL / DISPATCHING

556900 - 5YS CTRL / DISPATCHING - INDIRECT
560100 - OP SUPER/ENG-55TOPER

560900 - OP SUPER/ENG-SSTOPER - INDIRECT
561100 - LOAD DISPATCH-WELOB

561190 - LOAD DISPATCH - INDIRECT

561201 - LOAD DISPATCH-MONITOR AND OPERATE TRANSMISSION SYSTEM
561291 - LOAD DISPATCH-MONITOR AND OPERATE TRANSMISSION SYSTEM - INDIRECT
561391 - LOAD DISPATCH-TRANSMISSION SERVICE AND SCHEDULING - INDIRECT
561590 - RELIABILITY, PLANNING AND STANDARDS DEVELOPMENT - INDIRECT
561601 - TRANSMISSION 5ERVICE STUDIES

562100 - DO NOT USE -- 5TA EXP-SUBST OPER
563100 - OTHER INSP-ELEC TRAN

566100 - MISC TRANS EXP-SSTMT

566900 - MISC TRANS EXP-55TMT - INDIRECT
570100 - DO NOT USE -- MTCE-5T EQ-S5TMTCE
570900 - MTCE-5T EQ-SSTMTCE - INDIRECT

571100 - MTCE OF OVERHEAD LINES

573100 - MTCE-MISC TR PLT-55TMT

573900 - MTCE-MISC TR PLT-SSTMT INDIRECT
580100 - OP SUPER/ENG-SSTOPER

580900 - OP 5UPER/ENG-5STOPER - INDIRECT
581100 - §¥$ CTRL/SWITCH-DIST

581900 - 5YS CTRL/SWITCH-DIST - INDIRECT
582100 - STATION EXP-SSTOPER

583001 - OPR-O/H LINES

583005 - CUST COMPL RESP-O/H

583100 - O/H LINE EXP-SSTOPER

584005 - RESP-U/G CUST COMPL

586100 - METER EXP

586900 ~ METER EXP - INDIRECT

588100 - MISC DIST EXP-5UBSTATION OPERATIONS
588900 - MISC DIST EXP-SUBSTATION OPERATIONS - INDIRECT
590100 - MTCE/SUPER/ENG-SSTMT

S IR01R e

1,137

43,560

1,008
11,652
7,986
175
12

425

25
125,429
2,899
64,781
39
133,334

35,937
813
3,377
2,593
1,368
2,490
1,058

7,053
82,933
7,509

63,346

5,482

678
59,572

56,031
26,979
18

879

9,699
10,526
144

277
11,460
21,628

410

23

21

143,185
3,199
84,415

170,728

44,402
837
2,570
2,275
1,827
5,114
2,155
2,308
4,567
1,047
687
49,605
39,262

74,634
723
1,313
57,581
461

70,600
1,144
17,907
38,683
68

2013

20f7
Pottinger

1,107
1,221
1,607

671
11,692
294
722
96

25
368
2,908
22,303
12,720
200

17

12
77

139,076
96
81,887

142,697
9,753
7,236
9,906

39,542
1,034
2,466

134
2,611
3,605
638
6,268
3,198

3,432
22,035
56,720

9,589
68,415

1,064

2,092

121,465

12,396
48,383
11,561
84,241

125
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Louisville Gas and Eiectric Company
Case No. 2014-00372
Ineentive Compensation Charged to A&G, O&M and Expense by Account for 2012, 2013, and 2014
e L T L 012 2013 2014
590900 - MTCE/SUPER/ENG-SSTMT - INDIRECT 118 475
5921090 - MTCE-ST EQ-SSTMTCE 355 284 938
593002 - MTCE-COND/DEVICE-DIS 438 38 64
593003 - MTCE-SERVICES S8
593004 - TREE TRIMMING 7,696 7,485 242
593904 - TREE TRIMMING - INDIRECT 8,220
594002 - MTCE-U/G COND ETC 76 9
595100 - MTCE-TRANSF/REG 27
598100 - MTCE OF MISC DISTRIBUTION PLANT 1,321 330 1,510
818100 - COMPR STATION EXP 62
834100 - MTCE-COMP 5TA EQUIP 70 95
BS0100 - OPR SUPV AND ENGR 27,637
856100 - MAINS EXPENSES 159 170 252
863100 - MTCE-GAS MAINS-TRANS 829
874001 - OTHER MAINS/SERV EXP 1,040
874002 - LEAK SUR-DIST MN/SVC 27
879100 - CUST INSTALL EXPENSE 528
880100 - OTH GAS DI5TR EXPENSE 52,031 34,092 9,012
880900 - OTH GAS DISTR EXPENSE - INDIRECT 10,153 4,048
887100 - MTCE-GAS MAINS-DISTR 13,658 16,395
892100 - MTCE-OTH SERVICES 135
894100 - MTCE-OTHER EQU{P 66
Oth s
426401 - EXP-CIVIC/POL/REL 4,616 5,001 5,725
426491 - EXP-CIVIC/POL/REL - INDIRECT 33,750 42,889 34,287
426501 - OTHER DEDUCTIONS 1,718 3,993 1,156
426591 - OTHER DEDUCTIONS - INDIRECT 291 67 1,547
FomlGE , 793,808
jeis : o
901001 - SUPV-CUST ACCTS 15
901900 - SUPV-CUST ACCTS - INDIRECT 18 12
902001 - METER READ-5ERV AREA 23,531 30,005 30,809
902002 - METER READ-CLER/OTH 245 412 335
902900 - METER READ-SERV AREA - INDIRECT 2
903001 - AUDIT CUST ACCTS 9
903003 - PROCESS METER QRDERS 3 8
903006 - CUST BILL/ACCTG 13 3
903007 - PROCESS PAYMENTS 28,080 30,736 29,270
903008 - INVEST THEFT OF SVC 10,597 8,675 5,566
903013 - HANDLE CREDIT PROBS 89 13
903022 - COLL OFF-LINE BILLS 3
903030 - PROC CUST REQUESTS 107 57 2
903035 - COLLECTING-OTHER 3
903036 - CUSTOMER COMPLAINTS 6
903901 - AUDIT CUST ACCTS - INDIRECT 3
903906 - CUST BILL/ACCTG - INDIRECT 8
903907 - PROCESS PAYMENTS - INDIRECT 487
903908 - INVESTIGATE THEFT OF SERVICE - INDIRECT 1
903912 - PROC CUST CNTRT/ORDR - INDIRECT 2 99
903930 - PROC CUST REQUESTS - INDIRECT 50 218 1,178
903936 - CUSTOMER COMPLAINTS - INDIRECT 5 105
905001 - MISC CUST 5ERV EXP 2,183 2,593 2,532
907001 - SUPV-CUST 5ER/INFO 13
907900 - SUPV-CUST SER/INFO - INDIRECT 6

908005 - DSM CONSERVATION PROG 13 47
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Louisville Gas and Electrlc Company

Case No. 2014-00372

Incentive Compensation Charged to A%G, 08&M and Expense by Account for 2012, 2013, and 2014

" 908901 - CUST MKTG/ASSIST - INDIRECT o
909013 - SAFETY PROGRAMS
913012 - OTH ADVER-SALES
920100 - OTHER GENERAL AND ADMIN SALARIES
920900 - OTHER GENERAL AND ADMIN SALARIES - INDIRECT
921903 - GEN OFFICE SUPPL/EXP - INDIRECT
922001 - A/G SAL TRANSFER-CR
922003 - TRIMBLE CTY TRAN-CR
925001 - PUBLIC LIABILITY
925004 - SAFETY AND INDUSTRIAL HEALTH
925100 - OTHER INJURIES AND DAMAGES
935101 - MTCE-GEN PLANT
935191 - MTCE-GEN PLANT - INDIRECT
935391 - MTCE-COMMUNICATION EQ - INDIRECT
935401 - MTCE-OTH GEN EQ
935488 - MTCE-OTH GEN EQ - INDIRECT

08&M
500100 - OPER SUPER/ENG
500900 - OPER SUPER/ENG - INDIRECT
501026 - COAL RESALE EXPENSES
501090 - FUEL HANDLING
501990 - FUEL HANDLING - INDIRECT
502002 - BOILER SYSTEMS OPR
502004 - SDRS-H20 SY5 OPR
502005 - SLUDGE 5TAB SYS OPR
502100 - 5TM EXP{EX SDRS.SPP)
505100 - ELECTRIC SYS OPR
506001 - STEAM OPERATION-AIR QUALITY MONITORING AND CONTROL EQUIPMENT
506100 - MISC STM PWR EXP
506105 - OPERATION OF SCR/NOX REDUCTION EQUIP
506110 - MERCURY MONITORS OPERATIONS
506900 - MISC STM PWR EXP - INDIRECT
510100 - MTCE SUPER/ENG - STEAM
510900 - MTCE SUPER/ENG - STEAM - INDIRECT
511100 - MTCE-STRUCTURES
512005 - MAINTENANCE-SDRS
512011 - INSTR/CNTRL-ENVRNL
512015 - SDRS-COMMON H20 S5YS
512017 - MTCE-SLUDGE STAB 5YS
512051 - ECR INSTR/CNTRL-ENVRNL
512055 - ECR MAINTENANCE-SDRS
512100 - MTCE-BOILER PLANT
512101 - MAINTENANCE OF SCR/NOX REDUCTION EQUIP
512102 - SORBENT INJECTION MAINTENANCE
512151 - ECR MAINTENANCE OF SCR/NOX REDUCTION EQUIP
512152 - ECR SORBENT INJECTION MAINTENANCE
513100 - MTCE-ELECTRIC PLANT
513900 - MTCE-ELECTRIC PLANT - BOILER
514100 - MTCE-MISC/STM PLANT
535100 - GPER SUPER/ENG-HYDRO
538100 - ELECTRIC EXPENSES - HYDRO
539100 - MISC HYD PWR GEN EXP
542100 - MAINT OF STRUCTURES - HYDRO
543100 - MTCE-RES/DAMS/WATERW
544100 - MTCE-ELECTRIC PLANT

SRR 113 P R

367

14,261
868

(155,504}
(31,533)

1,596
86
5,685

20,138
6
20

34,288
(5,089)
1,616
127,198
5
543,145
142,659
26,673
174,815
41,454
1,422
328,838
8,872

40
96,055

23,019
120,607
26
6,962
14,004
822
1,529
403,728
5,046

369
424
106,450
(195)
12,218
7,080
14,655
189
2,944
2,162
8,577

359

47,868
2,699

(216,987)
{35,228)
1,551
1,010

33

7,983

24,576

59,384
(5,994)
1,617
167,718
9
757,697
169,134
28,623
202,799
56,134
1,747
430,228
8,379

22
105,964
(284)
16,493
140,091
837
7,330
20,661
29
244
512,509
8,703
306
97
528
132,344
(578)
14,840
8,825
19,496
73
2,511
3,381
12,207
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72014,

3

3,247
1,377
(0)
{291,105)
{51,501)

1,796
106
8,414
0
4,695

18,338

87,312
{29,780)
1,083
151,154
(8,165)
746,632
177,735
27,637
188,887
55,150
2,051
420,120
8,013
(142)
(128)
102,649
{1,096)
29,113
128,778
642
8,377
16,741

502,784
6,593
336

615
120,709
(1,277)
8,287
8,665
20,377
a
3,629
3,560
14,028
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Loulsville Gas and Electric Company

Case No, 2014-00372

Incentive Compensation Charged to ARG, 0&M and Expense by Account for 2012, 2013, and 2014

548100 - DO NOT USE -- GENERATION EXP
551100 - MTCE-SUPER/ENG - TURBINES
552100 - MTCE-STRUCTURES - OTH PWR
553100 - DO NOT USE -~ MTCE-GEN/ELECT EQ
554100 - MTCE-MISC OTH PWR GEN
556900 - 5YS CTRL / DISPATCHING - INDIRECT
560100 - OP SUPER/ENG-5STOPER
560900 - OP SUPER/ENG-SSTOPER - INDIRECT
561190 - LOAD DISPATCH - INDIRECT

561580 - RELIABILITY, PLANNING AND STANDARDS DEVELOPMENT - INDIRECT

562100 - DO NOT USE -- 5TA EXP-5UBST OPER
563100 - OTHER INSP-ELEC TRAN

566100 ~ MISC TRANS EXP-55TMT

566900 - MISC TRANS EXP-55TMT - INDIRECT
570100 - DO NOT USE -- MTCE-5T EQ-55TMTCE
571100 - MTCE OF OVERHEAD LINES

573100 - MTCE-MI{SC TR PLT-55TMT

580100 - OP SUPER/ENG-SSTOPER

580900 - OP SUPER/ENG-SSTCPER - INDIRECT
581900 - 5Y5 CTRL/SWITCH-DIST - INDIRECT
582100 - STATION EXP-SSTOPER

583001 - OPR-O/H LINES

583003 - O/H LOAD/VOLT TEST

583005 - CUST COMPL RESP-G/H

583008 - INST/REMV TRANSF/REG

583009 - INSPC O/H LINE FACIL

583010 - LOC O/H ELEC FAC-BUD

583100 - O/H LINE EXP-SSTOPER

584001 - OPR-UNDERGRND LINES

584002 - INSPC U/G LINE FACIL

584003 - LOAD/VOLT TEST-U/G

584005 - RESP-U/G CUST COMPL

584008 - INST/RMV/REPL TRANSF

586100 - METER EXP

586900 - METER EXP - INDIRECT

588100 - MISC DIST EXP-5UBSTATION OPERATIONS
588900 - MISC DIST EXP-SUBSTATION OPERATIONS - INDIRECT
590100 - MTCE/SUPER/ENG-SSTMT

590900 - MTCE/SUPER/ENG-SSTMT - INDIRECT
591003 - MTCE-MISC STRUCT-DIS

592100 - MTCE-5T EQ-SSTMTCE

593001 - MTCE-POLE/FIXT-DISTR

593002 - MTCE-COND/DEVICE-DIS

593003 - MTCE-SERVICES

593004 - TREE TRIMMING

593904 - TREE TRIMMING - INDIRECT

594001 - MTCE-ELEC MANHOL ETC

594002 - MTCE-U/G COND ETC

595100 - MTCE-TRANSF/REG

596100 - MTCE OF STREET LIGHTING AND SIGNALS
598100 - MTCE OF MISC DISTRIBUTION PLANT
807002 - CLOSED 11/12 - OTHER PURCH GAS EXP
807401 - PURCH GAS CALC EXP

807501 - OTHER PURCH GAS EXP

807502 - GAS PROCUREMENT EXP

Sof7
Poitinger
S 20120 e 002013 T 2014
10,518 12,148 17,621
166 93 84
833 633 242
16,213 17,661 26,372
85 198 197
31 47
g -
2,507 1,038 583
40 16 5
3 1 2
50,977 62,818 60,159
8 55
2,762 3,016 6,103
85 159 325
21,566 25,628 26,856
8 109
151 396 35
31,240 37,154 43,439
25
5
24,090 29,372 30,630
68,463 90,220 84,311
164
76,611 64,185 4,458
953 1,600 1,740
714 1,111 213
2,969 2,882 1,974
7,896 376 18
9,173 15,790 12,933
28
101 1,854 903
569 25
33 136 276
154,831 195,204 200,724
2
31,972 48,074 45,501
15 14
3,500 2,067 6,335
1
108 127 144
21,153 28,717 15,526
16,298 7,031 9,397
72,785 140,766 157,434
940 2,841 3,419
11,392 13,248 14,067
251 13
12
29,838 39,003 45,429
7,185 6,183 6,665
656 824 899
3,661 5,628 7,157
1,666
2,299 2,590 585
56 1,677 732

39,947 46,671 46,637
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Loulsville Gas and Electric Company
Case No. 2014-00372
Incentive Compensation Charged to A&G, O&M and Expense by Account for 2012, 2013, and 2014
e T 012 013 T 2014
814003 - SUPV-STOR/COMPR STA 31,784 33,315 34,976
816100 - WELLS EXPENSE 10,951 11,974 10,322
817100 - LINES EXPENSE 21,513 30,422 29,637
818100 - COMPR STATION EXP 29,970 39,744 40,673
821100 - PURIFICATION EXP 46,480 55,519 50,420
830100 - MTCE SUPRV AND ENGR - STOR COMPR 23,985 27,556 28,307
832100 - MTC-RESERVOIRS/WELLS 13,058 15,008 15,737
833100 - MTCE-LINES ! 7,022 7,258 7,034
834100 - MTCE-COMP STA EQUIP 37,510 38,110 35,964
835100 - MTCE-M/R EQ-COMPR 1,305 1,302 1,321
836100 - MTCE-PURIFICATION EQUP 22,458 36,488 38,233
837100 - MTCE-QTHER EQUIP 853 1,779 1,810
850100 - OPR SUPV AND ENGR 1,880 1,192 339
851100 - 5YS CTRL/DSPTCH-GAS 21,465 23,791 24,254
856100 - MAINS EXPENSES 16,397 21,073 21,039
863100 - MTCE-GAS MAINS-TRANS 16,427 6,443 12,551
871100 - DISTR LOAD DISPATCH 30,073 34,409 36,325
874001 - OTHER MAINS/SERY EXP 29,623 31,837 38,346
874005 - CHEK 5TOP BOX ACCESS 5,703 4,790 5,136
874006 - PATROLLING MAINS 4,229 27
874007 - CHEK/GREASE VALVES 5,808 5,846 5,792
874008 - OPR-ODOR EQ 3,940 5,350 5,449
875100 - MEAS/REG 5TA-GENERAL 30,537 51,349 45,027
876100 - MEAS/REG STA-INDUSTRIAL 14,826 16,585 19,501
877100 - MEAS/REG STA-CITY GATE 2,753 3,119 4,306
878100 - METER/REG EXPENSE 22,603 33,027 50,764
879100 - CUST INSTALL EXPENSE 25,852 9,286 12,055
880100 - OTH GAS DISTR EXPENSE 53,481 57,781 57,398
880110 - GAS RISER AND LEAK MITIGATION TRACKER EXPENSES - BUDGET ONLY 403 518
880900 - OTH GAS DISTR EXPENSE - INDIRECT 15
886100 - MTCE-GAS DIST STRUCT 1,915 2,217 2,087
887100 - MTCE-GAS MAINS-DISTR 271,501 364,987 396,057
889100 - MTCE-M/R STA EQ-GENL 5,627 4,196 3,386
890100 - MTCE-M/R STA EQ-INDL 11,678 15,480 19,222
891100 - MTCE-M/R 5T £Q-CITY GATE 15,654 24,208 25,125
892100 - MTCE-OTH SERVICES 43,134 58,054 65,166
892110 - GLT-MTCE-OTHER SERVICE 18,173 27,453
894100 - MTCE-OTHER EQUIP 6,283 1,581 3,841
Oth IS
426491 - EXP-CIVIC/POL/REL - INDIRECT 88
426501 - OTHER DEDUCTIONS 4,560 6,289 11,670
426591 - OTHER DEDUCTIONS - INDIRECT 4 23 20
A&G
901001 - SUPV-CUST ACCTS 66
9019800 - SUPV-CUST ACCTS - INDIRECT 94 2
903008 - INVEST THEFT OF SVC 22
903906 - CUST BILL/ACCTG - INDIRECT . 13
903912 - PROC CUST CNTRT/ORDR - INDIRECT -
903930 - PROC CUST REQUESTS - INDIRECT . 1,232 1,077 16
905001 - MISC CUST SERV EXP 14
908005 - DSM CONSERVATION PROG 21
908909 - MISC MARKETING EXP - INDIRECT 5
920100 - OTHER GENERAL AND ADMIN SALARIES 1,365

920900 - OTHER GENERAL AND ADMIN SALARIES - INDIRECT 1,014 612 358
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Incentive Compensation Charged to A&G, O&M and Expense by Account for 2012, 2013, and 2014
Ll S T T e B S0l i S 2018 2014,
935391 - MTCE-COMMURNICATION EQ - INDIRECT 19,496 25,391 5,981
935488 - MTCE-OTH GEN EQ - INDIRECT a5 21,634
o&M
500900 - OPER SUPER/ENG - INDIRECT 8 16 86
506100 - MISC STM PWR -EXP 291
546100 - OPER SUPER/ENG - TURBINES 2,928 3,880 3,799
548100 - DO NOT USE - GENERATION EXP {6,745)
549100 - MISC OTH PWR GEN EXP 18 155 194
551100 - MTCE-SUPER/ENG - TURBINES 1,641 1,740 1,433
552100 - MTCE-STRUCTURES - OTH PWR 4,060 5,323 4,706
553100 - DO NOT USE - MTCE-GEN/ELECT EQ 9,864 7,813 8,736
554100 - MTCE-MISC OTH FWR GEN 1,882 2,037 1,741
560100 - OP SUPER/ENG-SSTOPER -
560900 - OP SUPER/ENG-SSTOPER - INDIRECT 202 95 124
561190 - LOAD DISPATCH - INDIRECT (40)
561590 - RELIABILITY, PLANNING AND STANDARDS DEVELOPMENT - INDIRECT (6)
566900 - MISC TRANS EXP-SSTMT - INDIRECT 31 ]
570100 - DO NOT USE -- MTCE-ST EQ-SSTMTCE 16 30 a5
570900 - MTCE-ST EQ-SSTMTCE - INDIRECT : 3
580100 - OP SUPER/ENG-SSTOPER - 1,112 160
580900 - OP SUPER/ENG-SSTOPER - INDIRECT 1
581900 - 5YS CTRL/SWITCH-DIST - INDIRECT (22)
583001 - OPR-O/H LINES 61 126
586100 - METER EXP - 10
588100 - MISC DIST EXP-SUBSTATION OPERATIONS 31
592100 - MTCE-ST EQ-SSTMTCE 130
593001 - MTCE-POLE/FIXT-DISTR 14 35
593002 - MTCE-COND/DEVICE-DIS 2,851 12,371 328
593003 - MTCE-SERVICES 351
593004 - TREE TRIMMING 104
598100 - MTCE OF MISC DISTRIBUTION PLANT 149
818100 - COMPR STATION EXP 5

... BB0100-OTHGASDISTREXPENSE et 2 e
Grand Total Team [ncentive award - LGRE - N - 8,195,698 10,195,891 10,339,352 '




Q.2-17.

A.2-17.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-17

Responding Witness: Russel A. Hudson

Refer to the Company’s response to AG 1-19 wherein it shows a reduction of 11
positions for “Green River transfer to metering” (due to plant retirement) and its
response to AG 1-24 wherein it shows an increase of 11 positions for “meter
readers” (due to regulatory compliance). Please provide a detailed explanation
why the Company requires an additional 11 meter readers for regulatory
compliance.

The 11 positions transferring from the Green River steam plant to the Metering
group are a result of the retirement of the Green River Units 3 and 4. These
employees will displace contractors currently in the metering positions. The
increase was categorized as regulatory compliance to indicate the
responsibilities these employees will now have are due to the Company’s
obligation to read customer meters.



Q.2-18.

A.2-18.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-18

Responding Witness: Russel A. Hudson

Refer to the Company’s response to KIUC 1-10 pages 2-6, which shows the
additional positions that KU, LG&E, and LKE are projected to add by the end
of the test year. for each position listed and in total for all 293 positions, provide
the payroll expense (straight time, overtime, incentive) and all related expenses
(payroll taxes, benefits, etc.) included in the base year and the test year in each
Company’s revenue requirement and on an annualized basis. Provide all
assumptions, data, and calculations, including allocations of LKE costs to KU
and LG&E and any costs charged from or to the two utilities, as well as the
allocation between expense and capital.

See the response to Question No. 2-20 for the electronic spreadsheet providing
all assumptions, data and calculations as requested. The tab labeled KIUC2
Q18 in the spreadsheet includes the payroll and related expenses by position as
shown in KIUC 1-10.



Q.2-19.

A.2-19.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-19

Responding Witness: David S. Sinclair

With regard to the Company’s response to KIUC Q1-54 (LGE), please provide
a numerical example illustrating your response. Also, please explain how the
total system load remains unchanged when a CSR customer is interrupted.

The response to KIUC 1-54 pertains to the “buy-through” option in the existing
CSR tariff. When the Company requests curtailment with a buy-through option
and the customer exercises this option (i.e., the customer chooses to purchase its
curtailable requirements at the Automatic Buy-Through Price instead of
curtailing service), the customer’s load is not curtailed and total system load
remains unchanged.

When a CSR customer exercises the buy-through option, the Automatic Buy-
Through Price is computed as the product of a natural gas price index
($/mmBtu) and 0.012000 mmBtu/kWh. Revenues for energy purchased at the
Automatic Buy-Through Price are subtracted from system fuel expenses
recovered via the Fuel Adjustment Clause. Because the Automatic Buy-
Through Price is almost always higher than the Company’s average fuel
expense, the buy-through option causes CSR customers to have slightly higher
fuel costs than non-CSR customers when the buy-through option is exercised.
Therefore, by removing the buy-through option, CSR customers will have
slightly lower fuel costs and non-CSR customers will have slightly higher fuel
costs compared to when the buy-through option is exercised.



Q.2-20.

A.2-20.

LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372

Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015

Question No. 2-20

Responding Witness: Russel A. Hudson

Refer to the attachment provided by the Company’ in response to KIUC 1-10
and the amounts shown on the attachment. Provide the calculations of each of
these amounts in an electronic spreadsheet in sufficient detail to replicate the
amounts. Provide all assumptions, the basis for all assumptions, the costs per
employee, the costs for contractors, and the loadings for overtime, incentive
compensation, payroll taxes, and benefits, as well as all other costs that were
included in these amounts.

See the attachment being provided in Excel format for all details and
assumptions used to develop the response to KIUC 1-10. The attachment
contains personal confidential information and is being provided under seal
pursuant to a Petition for Confidential Protection.

Upon further review, it was discovered there were two revisions to response
10(c) for Generation and 10(g), for Safety and Technical Training. 10(c) for
Generation previously reported 23 employees for LG&E and 47 employees for
KU; revised to 31 employees LG&E and 39 employees KU. 10(g) for Safety
and Technical Training previously reported costs of $89,103 and $120,971 for
LG&E and KU, respectively; revised to ($6,746) and ($9,159) for LG&E and
KU, respectively.



Attachment In Excel

The attachment(s)
provided In separate
file(s) in Excel format.



Attachment
Confidential

The entire attachment iIs
Confidential and
provided separately
under seal.



LOUISVILLE GAS AND ELECTRIC COMPANY
CASE NO. 2014-00372
Response to Second Set of Data Requests of
Kentucky Industrial Utility Customers, Inc.
Dated February 6, 2015
Question No. 2-21

Responding Witness: Daniel K. Arbough

Q.2-21. Referring to the Company’s response to PSC-1 Question No. 7:

A.2-21.

a.

Please provide the yearly amounts of long-term purchased power obligations
considered by rating agencies in calculating LGE’s Fixed Charge Coverage
Ratios.

Please provide the rating agency financial ratios for LGE over that last ten
years. Please provide all work papers and supporting calculations with
spreadsheets and cell formulas intact. The response should include the ratios
used by Standard and Poor’s and Moody’s used to evaluate LGE’s bond and
credit ratings and show each component part of how the ratio is calculated.

See the attachment for a listing of power LG&E actually purchased under
long-term purchase agreements that the rating agencies evaluate as possible
debt equivalents. Standard and Poor’s and Moody’s have their own
methodologies for determining the adjustments to debt and interest expense
resulting from purchased power that impact the Fixed Charge Coverage
ratios.

The attached rating agency reports from Moody’s and Standard Poor’s are
the reports readily available that include financial ratios. The Company
does not have access to the spreadsheets used by the rating agencies in
calculating these ratios.



LG&E Purchased Power Obligations

Demand Charges

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Ohio Valley Electric Corporation 9,736,196 12,425,794 14,728,205 17,324,032 14,820,452 16,767,059 17,767,093 18,439,755 19,369,162 20,251,897
Total Demand Charges 9,736,196 12,425,794 14,728,205 17,324,032 14,820,452 16,767,059 17,767,093 18,439,755 19,369,162 20,251,897
Energy Charges

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Dynegy Power Marketing, Inc. 1,124,536 289,539
Ohio Valley Electric Corporation 15,065,038 19,607,834 19,901,268 16,302,209 18,927,730 18,551,490 20,807,855 21,895,147 20,035,180 17,990,294
Total Energy Charges 15,065,038 19,607,834 19,901,268 16,302,209 20,052,266 18,841,029 20,807,855 21,895,147 20,035,180 17,990,294
|Total Demand and Energy Charges 24,801,234 32,033,628 34,629,473 33,626,241 34,872,718 35,608,088 38,574,948 40,334,902 39,404,342 38,242,191 |

Attachment to Response to KIUC-2 Question No. 21a
Page 1 of 1
Arbough



Mooby’s
INVESTORS SERVICE

Credit Opinion: Louisville Gas & Electric Company

Attachment to Response to LGE KIUC-2 Ques

tion No. 21b
Page 1 of 66
Arbough

Global Credit Research - 08 Dec 2014

Louisville, Kentucky, United States

Ratings

Category

Outlook

Issuer Rating

First Mortgage Bonds

Senior Secured Shelf

Sr Unsec Bank Credit Facility
Commercial Paper

Ult Parent: PPL Corporation
Outlook

Issuer Rating

Pref. Shelf

Parent; LG&E and KU Energy LLC
Outlook

Issuer Rating

Senior Unsecured

Contacts
Analyst

Toby Shea/New York City
William L, Hess/New York City

Opinion -

Rating Drivers

- Supportive regulatory environment
- Large capital expenditure program
- High coal concentration

- Strong and stable financial metrics

Corporate Profile

Louisville Gas and Electric Company (LG&E: A3 stable) is a regulated public utility engaged in the generation,
transmission and distribution of electricity and the storage, distribution and sale of natural gas. It provides

Moody's Rating

Stable

Positive
Baa3
(P)Ba2

Positive
Baa2
Baa2

Phone
212.553.1779
212,553,3837

electricity to approximately 397,000 customers in Louisville and adjacent areas and delivers natural gas service to

approximately 321,000 customers in its electric service area and eight additional counties in Kentucky. LG&E's

service area covers approximately 700 square miles.

LG&E is a wholly-owned subsidiary of LG&E and KU Energy LLC (LKE: Baa positive). LG&E and its affiliate,
Kentucky Utilities (KU: A3 stable), are the two main operating entities of LKE. LKE, in turn, is wholly owned by
PPL Corporation (PPL: Baa3 positive), a diversified energy holding company headquartered in Allentown, PA.

SUMMARY RATING RATIONALE
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LG&E's A3 Issuer Rating reflects its sound financial performance and the credit supportive regulatory environment
in which it operates, offset in part by a large capital expenditure program and, to a lesser extent, a lack of fuel and

geographic diversity.
DETAILED RATING CONSIDERATIONS
SUPPORTIVE REGULATION PROVIDES FOR TIMELY COST RECOVERY

We consider the Kentucky Public Service Commission (KPSC) to be supportive of long term credit quality and
note that it has approved various tracker mechanisms that provide for timely cost recovery outside of a rate case.
LG&E's tracker mechanisms include a Fuel Adjustment Clause (FAC), an Environmental Cost Recovery
Surcharge (ECR), a Gas Supply Clause (GSC), a Gas Line Tracker (GLT) and a Demand-Side Management
Cost Recovery Mechanism (DSM). LG&E does not have a decoupling mechanism in place, which subjects
LG&E's net revenue to weather volatilities. The lack of a decoupling mechanism is less of an issue for non-
weather related demand fluctuations because LG&E has the DSM and expects to have modest load growth in

2015.

In December 2012, the KPSC approved LG&E's settlement regarding the rate cases filed in June 2012 which
requested base rate increase of $62.1 million for electricity (6.9%) and $17.2 million (7%) for gas, to take effect in
January, 2013. The settlement granted LG&E an increase in electric base rates of $34 million and an increase in
gas base rates of $15 million, with an authorized ROE of 10.25%. In addition, LG&E was granted a gas line tracker
mechanism that allows for recovery of costs associated with gas main replacement and other infrastructure
improvements. These rate cases progressed without being unusually controversial or contentious. We consider
the regulatory treatment of the last rate cases to be constructive.

Due to the high level of planned capital expenditures, LG&E and KU filed a rate case in November of 2014,
requesting increases in annual base electricity rates of approximately $30 million at LG&E and approximately $153
million at KU and an increase in annual base gas rates of approximately $14 million at LG&E. The proposed base
rate increases would result in electricity rate increases of 2.7% at LG&E and 9.6% at KU and a gas rate increase

of 4.2% at LG&E. All would become effective in July 2015.
LARGE PLANNED CAPITAL EXPENDITURES

Capital expenditures for LG&E are expected to remain at elevated levels from 2014-2018. Total capital
expenditures are expected to be $2.9 billion, with $1 billion related to environmental, The total estimated amount
represents about 72% of the company's net book value of property, plant and equipment, which stood at about $4

billion at the end of the third quarter 2014,

The disallowance risk associated with large capital expenditures is meaningfully moderated by Kentucky's
supportive regulatory environment as detailed above. KPSC is also authorized to grant return on construction
work in progress (CWIP) in rate case proceedings. Moreover, the ECR virtually eliminates regulatory lag for
investments associated with complying with the Clean Air Act and coal combustion waste and byproduct
environmental requirements. The terms of the ECR allows LG&E to receive the return of and a return on the
investment starting two months after making the investment. This is highly favorable compared to the traditional
process where regulatory lag could last a few years due to the length of the construction petiod plus the rate case

proceeding.
HIGH COAL CONCENTRATION

LG&E's current fuel mix is heavily biased towards coal. Of its 3.3 GW of generating capacity, 2.6 GW (79%) is
coal-fired which provides almost all (98%) of its electricity generation. The remaining 21% of the generating
capacity is comprised mainly of gas- or oil- fired facilities that are utilized as peakers. The fuel concentration,
though a credit negative, is acceptable for its rating levels because Kentucky is very supportive of the coal
industry. Kentucky is one of the leading coal producing states and the coal industry is very important to the local
economy. This support is evidenced by the passage of the ECR, which provides the company with highly
favorable terms for its investments in coal-related environmental expenditures.

LG&E's fuel concentration mix may also improve in the future as LG&E, along with KU, is building a 640-MW gas-
fired combined cycle plant at Cane Run. The Cane Run gas plant is under construction and due to be completed in
May 2015. Cane Run will replace some of the less economic coal plants totaling 234 MW at Tyrone and Green
River as well as Cane Run's 563 MW coal plant to be retired in 2015. KU and LG&E had also planned to build a
700-MW gas-fired combined-cycle plant at KU's Green River generating site but the companies withdrew that
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proposal in August 2014 as a result of municipal contract terminations at KU..

HEALTHY FINANCIAL PROFILE

LG&E's financial metrics have been strong for its rating. As of September 30, 2014, the ratio of consolidated cash
flow before changes in working capital (CFO pre W/C) to debt was 23.4% for the last twelve months and averaged
28% for the past three years. Debt to capitalization was 36% for the last twelve months and averaged 35% for the
past three years. LG&E's financial metrics may decline somewhat over the next few years due to the expiration of
bonus depreciation in 2013 and the large capital expenditure program. However, we expect LG&E's financial
metrics to remain supportive of its rating levels based on the company's targeted capital structure of 52% equiity,
which is calculated net of goodwill and fully loaded with rating agency adjustments. LG&E's goodwill amounted to
$389 million at the end of September 2014 and in comparison total equity, including the goodwill, was $2,083
million,

Liquidity Profile

LG&E has adequate liquidity. As of September 30, 2014, after accounting for all commercial paper backup and
letter of credits issued, LG&E had $357 million available under its $500 million revolving facility. For the past twelve
months ending September 2014, LG&E had a negative free cash flow of $417 million which is likely to be more
sizeable in the coming years given its large capital expenditure program. LG&E's next long-term debt maturity is a
$250 million first mortgage bond issuance due November 2015,

LKE manages the liquidity of its Kentucky utility operations on a consolidated basis. LG&E has a $500 million
stand-alone revolving credit facility and KU, its sister affiliate, has a $400 million stand-alone credit facility. Both
facilities expire in July 2019, LG&E's parent company also has a $75 million syndicated credit facility that expires
in October 2018. Each facility contains a financial covenant requiring the companies' debt to total capitalization not
to exceed 70%. All entities were In compliance as of September 30, 2014.

Rating Outlook
KU's stable outlook reflects its supportive regulatory environment and solid financial performance.
What Could Change the Rating - Up

The potential for upgrade is low due to the large upcoming capital expenditure programs. However, upward
pressure could result should it receive more favorable regulatory recovery mechanisms for non-environmental
related capital expenditures and maintain its CFO Pre WC/debt ratios at 26% or above.

What Could Change the Rating - Down
LG&E's ratings could be downgraded should the company experience an unfavorable rate case outcome or if

unanticipated changes were made to the regulatory compact that currently provides for timely recovery of costs
and this were to lead to the company's ratios of CFO pre-WC to debt and retained cash flow to debt dropping

below 20% and 15%, respectively for an extended period of time.

Rating Factors

Louisville Gas & Electric Company

Regulated Electric and Gas Utilities Industry | Current LTM [3]Moody's 12-18 Month Forward

Grid [1][2] 9/30/2014 ViewAs of December 2014

Factor 1 : Regulatory Framework (25%) Measure |Score Measure Score
a) Legislative and Judicial Underpinnings of A A A A
the Regulatory Framework

b) Conslstency and Predictability of A A A A
Regulation

Factor 2 ; Ability to Recover Costs and Earn

Returms (25%)

a) Timeliness of Recovery of Operating and Baa Baa Baa Baa
Capital Costs
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b) Sufficiency of Rates and Returns A A A A
Factor 3 : Diversification (10%)
a) Market Position Baa Baa Baa Baa
b) Generation and Fuel Diversity Baa Baa Baa Baa
Factor 4 : Financial Strength (40%)
a) CFO pre-WC + Interest / Interest (3 Year|9.5x Aaa Bx-7x Aa
Avg)
b) CFO pre-WC / Debt (3 Year Avg) 28.2% A 20%-26% A
c) CFO pre-WC - Dividends / Debt (3 Year |21.1% A 15%-21% A
Avg)
d) Debt / Capitalization (3 Year Avg) 34.8% Aa 34%-40% A
Rating:
Grid-Indicated Rating Before Notching A2 A2
Adjustment
HoldCo Structural Subordination Notching
a) Indicated Rating from Grid A2 A2
b) Actual Rating Assigned A3 A3

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-
Financial Corporations. [2] As of latest 9/30/2014; Source: Moody's Financial Metrics [3] This represents Moody's
forward view: not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions

and divestitures.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication,
please see the ratings tab on the issuer/entity page on http:/www.moodys.com for the most updated credit rating

action information and rating history.
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REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON

WITHOUT MOODY'S PRIOR WRITTEN CONSENT.

Al information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the
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reliable including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
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the Moody's Publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
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Credit Opinion: Louisville Gas & Electric Company

Global Credit Research - 08 Dec 2013

Louisvifle, Kentucky, United States

Ratings
Category Moody's Rating
Outlook Rating(s) Unfjer
Review
Issuer Rating *Baaf
First Mortgage Bonds *A2
Senior Secured Shelf *(P)A2
Sr Unsec Bank Credit Faclility *Baaf
Commercial Paper p-2

Ult Parent: PPL Corporation
Outlook

Rating(s) Under

Review
Issuer Rating *Baa3
Pref. Shelf *(P)Ba2
Parent: LG&E and KU Energy
LLC
Outlook Rating(s)RUnQer
eview
Issuer Rating *Baa2
Senior Unsecured *Baa2

* Placed under review for possible upgrade on November 8, 2013

Contacts

Analyst Phone
Toby Shea/New York City 212.553,1779
William L. Hess/New York City 212.553,3837

Opinion

Rating Drivers

- Supportive regulatory environment
- Large capital expenditure program
- High coal concentration

- Strong and stable financial metrics

Corporate Profile

Louisville Gas and Electric Company (LG&E: Baat Issuer Rating ) is a regulated public utility engaged in the
generation, transmission and distribution of electricity and the storage, distribution and sale of natural gas. it
provides electricity to approximately 393,000 customers in Louisville and adjacent areas and delivers natural gas
service to approximately 318,000 customers in its electric service area and eight additional counties in Kentucky.
LG&E's service area covers approximately 700 square miles.
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LG&E is a wholly-owned subsidiary.of LG&E and KU Energy LLC (LKE: Baa2 Issuer Rating). LG&E and its
affiliate, Kentucky Utilities (KU: Baa1 Issuer Rating), are the two main operating entities of LKE, LKE inturn is
wholly owned by PPL Corporation (PPL: Baa3 Issuer Rating), a diversified energy holding company
headquartered in Allentown, PA.

SUMMARY RATING RATIONALE

LG&E's Baa1 Issuer Rating reflects its sound financial performance and the credit supportive regulatory
environment in which it operates, offset in part by a large capital expenditure program and, to a lesser extent, a
lack of fuel and geographic diversity.

DETAILED RATING CONSIDERATIONS
SUPPORTIVE REGULATION PROVIDES FOR TIMELY COST RECOVERY

We consider the Kentucky Public Service Commission (KPSC) to be supportive of long term credit quality and
note that it has approved various tracker mechanisms that provide for timely cost recovery outside of a rate case.
LG&E's tracker mechanisms include a Fuel Adjustment Clause (FAC), an Environmental Cost Recovery
Surcharge (ECR), a Gas Supply Clause (GSC), a Gas Line Tracker (GLT) and a Demand-Side Management
Cost Recovery Mechanism (DSM). LG&E does not have a decoupling mechanism in place, which subjects
LG&E's net revenue to weather volatilities. The lack of a decoupling mechanism is less of an issue for non-
weather related demand fluctuations because LG&E has the DSM and expects to have modest load growth in

2014,

In December 2012, the KPSC approved LG&E's settlement regarding the rate cases filed in June 2012 which
requested base rate increase of $62.1 million for electricity (6.9%) and $17.2 million (7%) for gas, to take effect in
January, 2013, The settlement granted LG&E an increase in electric base rates of $34 million and an increase in
gas base rates of $15 million, with an authorized ROE of 10.25%. In addition, LG&E was granted a gas line tracker
mechanism that allows for recovery of costs associated with gas main replacement and other infrastructure
improvements. These rate cases progressed without being unusually controversial or contentious. We consider
the regulatory treatment of the of this last rate cases to be constructive.

LARGE PLANNED CAPITAL EXPENDITURES

Capital expenditures for LG&E are expected to remain at elevated levels from 2013-2017. Total capital
expenditures are expected to be $3 billion, with $1.1 billion related to environmental. The total estimated amount
represents about 85% of its net book value of property, plant and equipment, which stood at about $3.5 billion at
the end of the third quarter 2013,

The disallowance risk associated with large capital expenditures is meaningfully moderated by Kentucky's
supportive regulatory environment as detailed above. KPSC is also authorized to grant return on construction
work in progress (CWIP) in rate case proceedings. Moreover, the ECR virtually eliminates regulatory lag for
investments associated with complying with the Clean Air Act and coal combustion waste and byproduct
environmental requirements. The terms of the ECR allows LG&E to receive the return of and a return on the
investment starting two months after making the investment. This is highly favorable compared to the traditional
process where regulatory lag could last a few years due to the length of the construction period plus the rate case

proceeding.
HIGH COAL CONCENTRATION

LG&E's current fuel mix is heavily biased towards coal. Of its 3.4 GW of generating capacity, 2.7 GW (79%) is
coal-fired and it provides almost all (96%) of generation. The remaining 21% of the generating capacity is
comprised mainly of gas- or oil- fired facilities that are utilized as peakers. The fuel concentration, though a credit
negative, is acceptable for its rating levels because Kentucky is very supportive of the coal industry. Kentucky is
one of the leading coal producing states and the coal industry is very important to the local economy. The support
is evidenced by the passage of the ECR, which provides the company with highly favorable terms for its
investments in coal-related environmental expenditures.

LG&E's fuel mix may also improve in the future as LG&E, along with KU, is building a 640-MW gas-fired combined
cycle plant at Cane Run and plans to build a 700-MW gas-fired combined-cycle plant at KU's Green River
generating site, The Cane Run gas plant is under construction and due to be completed by the end of 2015. The
plants will replace some of the less economic coal plants totaling 800 MW that LG&E and its sister company KU
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previously announced were being closed and to provide for expected load growth, The construction of the Green
River gas plant has been announced but not yet approved. If approved, it is expected to be in service by end of
2018.

HEALTHY FINANCIAL PROFILE

LG&E's financial metrics have been strong for its rating. As of September 30, 2013, the ratio of consolidated cash
flow before changes in working capital (CFO pre W/C) to debt was 32.3% for the last twelve months and averaged
28.8% for the past three years. Debt to capitalization was 34% for the last twelve months and averaged 35% for
the past three years. LG&E's financial metrics may decline somewhat over the next few years due to the
expiration of bonus depreciation after 2013 and the large capital expenditure program. However, we expect
LG&E's financial metrics to remain supportive of its rating levels based on the company's targeted capital
structure of 52% equity, which is calculated net of goodwill and fully loaded with rating agency adjustments.
LG&E's goodwill amounted to $389 million at the end of September 2013 and in comparison the total equity,

including the goodwill, was $1,919 million.
Liquidity Profile

LG&E has adequate liquidity. As of September 30, 2013, after accounting for all commercial paper backup and
letter of credits issued, LG&E has $428 million available under its $500 million revolving facility. For the past twelve
months ending September 2013, LG&E had a negative free cash flow of $171 million which is likely to be sizeable
in the coming years given its large capital expenditure program. LG&E's next long-term debt maturity is a $250
million first mortgage bond issuance due November 2015,

LKE manages the liquidity of its Kentucky utility operations on a consolidated basis. LG&E has a $500 million
stand-alone revolving credit facility and KU, its sister affiliate, has a $400 million stand-alone credit facility. Both
facilities expire in November 2017. In October 2013, LKE, LG&E's parent company, entered into a $75 million
syndicated credit facility that expires in October 2018, Each facility contains a financial covenant requiring the
companies’ debt to total capitalization not to exceed 70%. All entities were in compliance as of September 30,

2013.
Rating Outlook

The review for upgrade reflects our improved view of US utility regulatory relations and credit-supportiveness
generally, as exemplified in Kentucky with regulatory outcomes including a strong suite of recovery mechanisms.
The continued above-average performance in LG&E's financial metrics over the near-term driven in part by the

credit supportive environment is also a consideration.

What Could Change the Rating - Up

LG&E could be upgraded by one notch following the review process currently underway.

What Could Change the Rating - Down

LG&E's ratings could be downgraded should the company experience an unfavorable rate case outcome or if

unanticipated changes were made to the regulatory compact that currently provides for timely recovery of costs
and this were to lead to the company's ratios of CFO pre-WC to debt and retained cash flow to debt dropping

below 20% and 15%, respectively, for an extended period of time.

Rating Factors

Louisville Gas & Electric Company

LTM Moody's
09/30/2013 1218
month
Forward
View* As
of
November
2013

Regulated Electric and Gas Utilities Industry [1][2]
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Factor 1: Regulatory Framework (25%) Measure [Score Measure |Score
a) Regulatory Framework Baa Baa Baa
Factor 2: Ability To Recover Costs And Earn Returns (25%)
a) Ability To Recover Costs And Earn Returns A A
Factor 3: Diversification (10%)
a) Market Position (5%) Baa Baa
b) Generation and Fuel Diversity (5%) B B
Factor 4: Financial Strength, Liquidity And Key Financial Metrics (40%)
a) Liquidity (10%) Baa Baa
b) CFO pre-WC + Interest/ Interest (3 Year Avg) (7.5%) 8.5x | Aaa 8-8.5x | Aaa
¢) CFO pre-WC / Debt (3 Year Avg) (7.5%) 288% | A 24-28% | A
d) CFO pre-WG - Dividends / Debt (3 Year Avg) (7.5%) 228% | A 17-19% | A
e) Debt/Capitalization (3 Year Avg) (7.5%) 347% | A 35-37% | A
Rating:
a) Indicated Rating from Grid A3 A3
b) Actual Rating Assigned Baa1 A3

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

[1] All ratios are calculated using Moody's Standard Adjustments. [2] As of 09/30/2013(LTM); Source: Moody's
Financial Metrics
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MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and
Shareholder Affiliation Policy."

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or
Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable), This document is intended
to be provided only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY'S that you are, or are
accessing the document as a representative of, a "wholesale client” and that neither you nor the entity you
represent will directly or indirectly disseminate this document or its contents to "retail clients" within the meaning of
section 761G of the Corporations Act 2001. MOODY'S credit rating s an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to
retail clients. It would be dangerous for retail clients to make any investment decision based on MOODY'S credit
rating. If in doubt you should contact your financial or other professional adviser.
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Mooby’s
INVESTORS SERVICE

Credit Opinion: Louisville Gas & Electric Company

Global Credit Research - 19 Nov 2012
Louisville, Kentucky, United States

Ratings

Category Moody's Rating
Outlook Stable
Issuer Rating Baa1
First Mortgage Bonds A2
Senior Secured Shelf (P)A2
Sr Unsec Bank Credit Facility Baa1
Commercial Paper p-2
Ult Parent: PPL Corporation

Outlook Stable
Issuer Rating Baa3
Pref. Shelf (P)Ba2
Parent: LG&E and KU Energy LLC

Outlook Stable
Issuer Rating Baa2
Senior Unsecured Baa2
Contacts

Analyst Phone
Toby Shea/New York City Required
William L. Hess/New York City 212.553.3837
Opinion

Rating Drivers

Supportive regulatory environment

Large capital expenditure program

High coal concentration

Healthy and stable financial metrics

Moderate drag from family-wide business risk
Corporate Profile

Louisville Gas and Electric Company (LG&E) is a regulated public utility engaged in the generation, transmission
and distribution of electricity and the storage, distribution and sale of natural gas. It provides electricity to
approximately 394,000 customers in Louisville and adjacent areas and delivers natural gas service to
approximately 318,000 customers in its electric service area and eight additional counties in Kentucky. LG&E's
service area covers approximately 700 square miles. LG&E's coal-fired electric generating plants produce most of

its electricity.

LG&E is a wholly-owned subsidiary of LG&E and KU Energy LLC (LKE: Baa2 Senior Unsecured), LKE is in turn
wholly owned by PPL Corporation (PPL: Baa3 Issuer Rating), a diversified energy holding company headquartered
in Allentown, PA,
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SUMMARY RATING RATIONALE

LG&E's Baa1 Issuer Rating reflects its sound financial performance and the credit supportive regulatory
environment in which it operates offset in part by a large capital expenditure program and, to a lesser extent, a lack
of fuel and geographic diversity.

DETAILED RATING CONSIDERATIONS
SUPPORTIVE REGULATION PROVIDES FOR TIMELY COST RECOVERY

We consider the regulatory authorities in Kentucky as being supportive to long term credit quality and note that the
Kentucky Public Service Commission (KPSC) has approved various tracking mechanisms that provide for timely
cost recovery outside of a rate case. Approved tracking mechanisms in LG&E's electric rates include a Fuel
Adjustment Clause (FAC), an Environmental Cost Recovery Surcharge (ECR) and a Demand-Side Management

Cost Recovery Mechanism (DSM).

The FAC is adjusted monthly and allows the company to adjust rates for the difference between the fuel cost
component of base rates and the actual fuel costs. Additional charges (or credits) to customers ocour if actual fuel
costs exceed (or are below) the embedded cost component. The KPSC requires public hearings at six-month
intervals to examine past fuel adjustments.

The ECR provides recovery of costs associated with complying with the Clean Air Act as Amended and
environmental requirements which applies to coal combustion wastes and byproducts. This is an important factor
given that KU and LG&E continue to invest significantly in emission control devices. Proceedings are conducted
every six-months to evaluate the operation of the ECR.

Rates also include a DSM provision which includes a rate mechanism that provides for concurrent recovery of
DSM costs, including a return on capital, and provides an incentive for implementing DSM programs.

LG&E's natural gas rates contain a Gas Supply Clause (GSC) that provides for quarterly rate adjustments. The
GSC also includes a mechanism whereby any over (or under) recoveries of gas supply cost from prior quarters is
refunded (or recovered) from ratepayers.

LG&E has pending rate cases which were filed in June 2012. The request includes a base rate increase of $62.1
million for electricity (6.9) and $17.2 million (7%) for gas, to take effect in January, 2013. So far, these rate cases
have progressed without being unusually controversial or contentious. We considered the regulatory treatment of
the last set of rate cases to be constructive. The last set of rate cases were concluded in July 2010 and resulted in
$91 million increase (8.5%) in base rates for LG&E.

LARGE PLANNED CAPITAL EXPENDITURES

Capital expenditures for LG&E are expected to remain at elevated levels from 2012-2016. Total capital
expenditures are expected to be $2.8 billion, with $1.2 billion related to environmental. The total estimated amount
represents about 90% of its net book value of property, plant and equipment, which stands at about $3.1 billion at
the end of third quarter 2012.

While this large capital expenditure amount raises the expostire to possible disallowance, this risk is meaningfully
moderated by Kentucky's supportive regulatory environment as detailed above. More specifically, KPSC approved
$1.4 billion of environmental spending in December of 2011 through the ECR surcharge mechanism, This approval
sets a return on equity of 10.1% on the $1.4 billion but allows a return of 10.63% on previously approved projects.
The ECR mechanism provides return on construction work during progress and reduces the potential for

disallowance.
HIGH COAL CONCENTRATION

LG&E's current fuel mix is heavily biased towards coal. Of its 3.4 GW of generating capacity, 2.7GW (79%) is
coal-fired and it provides almost all (98%) of the energy production. The remaining 21% of the generating capacity
is comprised mainly of gas- or oil- fired facilities that are utilized as peakers. LG&E's fuel mix may modestly
improve in the future as LG&E, along with KU, plans to build a 840-MW gas-fired combined cycle plant at Cane
Run by end of 2015 to replace some of its less economic coal plants totaling 563 MW at Cane Run.

We score LG&E a "B for Factor 3: Sub-factor 2, Generation and Fuel Diversification to reflect the high coal
concentration.
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HEALTHY FINANCIAL PROFILE

LG&E's financial metrics have remained relatively healthy, with the ratio of consclidated cash flow before changes
in working capital (CFO pre W/C) to debt slightly exceeding 23%, retained cash flow to debt averaging 18.6% and
CFO pre-W/C interest coverage averaging 6.63x over the past three years, However, these results were
temporarily bolstered by bonus depreciation. An important rating consideration will be the manner in which future
capital investment is financed to include, when necessary, an anticipated issuance of PPL common equity to help
finance the very large amount of planned capital investment.

MODERATE DRAG FROM FAMILY-WIDE BUSINESS RISK

LLG&E's credit quality is moderately impacted by the riskier family-wide risk profile due to its affiliates’ involvement
in unregulated generation. Unregulated activity current represents about 26%-30% of PPL's consolidated net
income. However, its share has been declining and will likely continue to decline as PPL continues to grow its
regulated operations through acquisitions {most recently the acquisition of PPL WEM Holdings in 2011) and
elevated growth in rate base ($8 to $9 billion over the next three years), Earning contribution from PPL's merchant
operations is also down because of low power prices..

Liquidity Profile
LKE has ample liquidity. Though LG&E has a $500 million stand-alone revolving credit facility, LKE manages the

liquidity of its Kentucky utility operations on a consolidated basis. KU has a similar facility sized at $400 million.
Both facilities expire in November 2017.

Additionally, LKE, KU, and LG&E all participate in an intercompany money pool agreesment whereby LKE and/or the
operating subsidiaries can make available any excess funds (up to $500 million) to their affiliate utility at market-
based rates. LKE also has intercompany borrowing access from PPL Investment Corporation to borrow up to

$300 million on an intercompany basis.

Moody's observes that at September 30, 2012, both KU and LG&E had full access to each of their respective
revolvers. Each facility contains a financial covenant requiring the utility's debt to total capitalization not to exceed
70%, as calculated in accordance with the credit facility

As capital investment increases, we anticipate LKE and its subsidiaries becoming more active short-term
borrowers with an eye towards permanently funding the short-term debt with periodic issuances of long-term debt

and equity contributions from PPL.

Rating Outlook

The stable outiook considers the continued above-average performance in LG&E's financlal metrics over the near-
term driven in part by credit supportive regulatory outcomes including a strong suite of recovery mechanisms. The
stable outlook further considers our belief that the sizeable capital investment program will be financed in a credit
benign manner to include the issuance of equity when needed.

What Could Change the Rating - Up

In light of a very large multi-year capital spending program, prospects for an upgrade may be challenging inthe
near-term. However, should LG&E finance its material capital expenditures in a conservative fashion and maintain
a favorable regulatory construct, LG&E's rating could be upgraded, particutarly if its ratios of CFO pre-WC to debt
and retained cash flow to debt exceed 22% and 17%, respectively, on a sustained basis.

What Could Change the Rating - Down

LG&E's ratings could be downgraded should the company experience an unfavorable rate case outcome or if
unanticipated changes were made to the regulatory compact that currently provides for timely recovery of costs
leading to the company's ratios of CFO pre-WC to debt and retained cash flow to debt dropping below 16% and

11%, respectively,
Other Considerations

Moody's evaluates LG&E's consolidated financial performance relative to the Regulated Electric and Gas Utilities
rating methodology published in August 2009 and as depicted in the grid below, LG&E's indicated rating under this
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methodology on both a historical and projected basis is Baa1 consistent with current Issuer Rating.

Rating Factors

Louisville Gas & Electric Company

Regulated Electric and Gas Utilities Industry [1][2] Current Moody's
LT™M 1218
6/30/2012 month
Forward
View* As of
November
2012
Factor 1; Regulatory Framework (25%) Measure|Score Measure |Score
a) Regulatory Framework Baa Baa
Factor 2: Ability To Recover Costs And Earn Returns (25%)
a) Ability To Recover Costs And Earn Returns A A
Factor 3: Diversification (10%)
a) Market Position (5%) Baa Baa
b) Generation and Fuel Diversity (5%) B B
Factor 4: Financial Strength, Liquidity And Key Financial
Metrics (40%)
a) Liquidity (10%) Baa Baa
b) CFO pre-WC + Interest/ Interest (3 Year Avg) (7.5%) 6.9x Aa 6.2-6.7x | Aa
¢) CFO pre-WC / Debt (3 Year Avg) (7.5%) 246% | A 19-24% | A
d) CFO pre-WC - Dividends / Debt (3 Year Avg) (7.5%) 19.9% | A 14-18% A
e) Debt/Capitalization (3 Year Avg) (7.5%) 37.3% A 37-41% A
Rating: )
a) Indicated Rating from Grid A3 Baa1
b) Actual Rating Assigned Baa1 Baa1

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

[1] All ratios are calculated using Moody's Standard Adjustments. [2] As of LTM 6/30/2012(L); Source: Moody's
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© 2012 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC, ("MIS") AND ITS AFFILIATES ARE

MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL L.OSS
IN THE EVENT OF DEFAULT, CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT



Attachment to Response to LGE KIUC-2 Question No. 21b
Page 16 of 66
Arbough

LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR
HISTORICAL FACT, CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND
DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR

PURCHASE, HOLDING, OR SALE.

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

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

Affiliation Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided

* only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access this
document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients” within the meaning of section 761G of the Corporations Act

2001,
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Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K, {(“MJKK") are
MJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like securities. In
such a case, “MIS” in the foregoing statements shall be deemed to be replaced with "MJKK". MJKK is a wholly-owned
credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings Inc.,
a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of
the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to make
any investment.decision based on this credit rating. If in doubt you should contact your financial or other professional

adviser.
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Mooby’s
INVESTORS SERVICE

Credit Opinion: Louisville Gas & Electric Company

Glohal Credit Research - 16 Nov 2011
Louisville, Kentucky, United States

Ratings

Category Moody's Rating

Outlook Stable

Issuer Rating Baai

First Mortgage Bonds A2

Sr Unsec Bank Credit Facllity Baat

Ult Parent: PPL Corporation

Outlook Stable

Issuer Rating Baa3

Parent: LG&E and KU Energy LLC

Outlook Stable

Issuer Rating Baa2 i
Senior Unsecured Baa2

Contacts

Analyst Phone

A.J. Sabatelle/New York City 212.663.4136

William L., Hess/New York City 212,553.3837

Opinion- = "o .

Rating Drivers

Regulatory environment provides for timely recovery of costs

Constructive outcome of most recent rate case and recently announced settlement fortifies credit supportive regulatory environment
Elevated capital expenditure spending program due to environmental initiatives

Lack of fuel diversity relating to its electric generating portfolio

Healthy and stable financial metrics

PPL's acquisition strategy has reduced family-wide business risk

Corporate Profile

Louisville Gas and Electric Company (LG&E) is a regulated public utility engaged in the generation, transmission and distribution of elestricity
and the storage, distribution and sale of natural gas. |t provides electricity to approximately 397,000 customers in Louisville and adjacent areas
and delivers natural gas service to approximately 321,000 customers In its electric service area and eight additional counties in Kentucky.
LG&E's service area covers approximately 700 square miles and almost 77% of LG&E's 2010 revenues wers derived from electric operations.
LG&E's coal-fired electric generating plants produce most of its electricity.

LG&E is a wholly-owned subsidiary of LG&E and KU Energy LLC (LKE: Baa2 Senlor Unsecured). LG&E and its affiliate, Kentucky Utilities (KU:
Baat Issuer Rating), are separate operating entities of LKE, wholly owned by PPL Corporation (PPL: Baa3 Issuer Rating), a diversified energy
holding company headquartered in Allentown, PA.

SUMMARY RATING RATIONALE

LG&E's Baa1 Issuer Rating reflects its sound financial performance and the credit supportive regulatory environment in which it operates offset
in part by a lack of fuel diversity relating to Its electric generating portfolio, a modestly sized service territory, and a large capital expenditure

program.
DETAILED RATING CONSIDERATIONS
SUPPORTIVE REGULATION PROVIDES FOR TIMELY COST RECOVERY

in July 2010, the Kentucky Public Service Commission (KPSC) issued an order refating to KU and LG&E's January 2010 rate case filings with
new rates effective August 1, 2010, Specifically, LG&E was granted a $74 million electric rate increase, or 78% of its requested $95 mililon
increase and a $17 million gas rate increase (74% of the $23 million requested). KU was granted a $98 million electric rate increase, or 73% of
its requested $135 million increase. The KPSC order was based on an ROE range of 10.0 to 10.5%.
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Moody's considers the regulatory authorities in Kentucky as being supportive to long term credit quality and notes that the KPSC has approved
various tracking mechanisms that provide for timely cost recovery outside of a rate case. As part of a settlement agreement relating fo the
PPL's acquisition and approved by the KPSC, LG&E and KU agreed to a moratorium on any base rate increase until January 2013, As such,
the utilities may be challenged to control their respective operating expenses during this period; however, approved tracking mechanisms in
LG&E's electrlc rates include a Fuel Adjustment Clause (FAC), an Environmental Cost Recovery Surcharge (ECR) and a Demand-Side
Management Cost Recovery Mechanism (DSM) should help in managing the operating margin during the interim perlod. The FAC is adjusted
monthly and allows the company to adjust rates for the difference between the fuel cost component of base rates and the actual fuel costs.
Additional charges (or credits) to customers occur if actual fuel costs exceed (or are below) the embedded cost component, The KPSC
requires public hearings at six-month intervals to examine past fuel adjustments.

The ECR provides LG&E recovery of costs assoclated with complying with the Clean Air Act as Amended and environmental requirements
which applies to coal combustion wastes and byproducts. This is an important factor given that KU and LG&E continue to invest significantly in
emission control devices. Proceedings are conducted every six-months to evaluate the operation of the ECR. LG&E's rates also include a DSM
provision which includes a rate mechanism that provides for concurrent recovery of DSM costs and provides an incentive for implementing

DSM programs.

LLG&E's natural gas rates contain a Gas Supply Clause (GSC) that provides for quarterly rate adjustments to reflect the expected cost of gas
supply in that quarter. The GSC also includes a mechanism whereby any aver (or under) recoveries of gas supply cost from prior quarters Is
refunded (or recovered) from ratepayers.

SETTLEMENT WITH INTERVENORS LARGELY ADDRESSES MAJOR ENVIRONMENTAL OVERHANG

In June 2011, LG&E and KU Energy filed a new ECR to request approval to install environmental upgrades for their coal-fired plants along with
the recovery of the expected $2.5 billion in costs, The applications sought approval to Install environmental upgrades at certain of the plants
during 2012-20186, including recovery through the ECR surcharge mechanism of approximate capital costs of $1.4 billion at LG&E and $1.1
billion at KU, plus operating expenses, On November 9, 2011, LG&E & KU entered into a settlement agreement with the interveners in their
proceedings before the KPSC relating to their proposed ECR plans, The settlement provides that the parties will favorably recommend to the
KPSC for approval, or not oppose, approximately $2.25 billion of the $2.5 billion in capital projects for which approval was originally requested,
constituting approximately $1.4 billion and $883 million at LG&E and KU, respectively. Under the settlement, the $217 million in remaining capital
costs are deferred and may be the subject of future regulatory proceedings for approval to construct the deferred projects and recover the
associated costs through the ECR surcharge mechanism, The deferred projects relate to certain proposed environmental upgrades at KU's
E.W. Brown plant, for which KU retains the right to operate and dispalch in accordance with applicable environmental standards. The
settlement confirms an existing 10.63% authorized return on equity for projects remaining from earlier ECR plans and provides for an
authorized return on equity of 10,10% for this filing.

As part of the settlement agresment, provisions exist requiring both companies to increase funding levels for certain heating assistance
programs for low-income customers. The settlement remains subject to approval by the KPSC which is expected in December 2011,

In light of the outcome of the company's 2010 rate case, the settlement reached with parties on the ECR proposal, and the menu of recovery
mechanisms that exist in the state, we view the regulatory environment at the upper end of the Baa rating category for Factor 1: Regulatory
Framework within Moody's methodology, and at the lower end of the A category for Factor 2: Ability to Recover Costs and Earn Retumns.

COAL-FIRED BASELOAD GENERATION, WHILE COST COMPETITIVE, EXPOSED TO FUTURE ENVIRONMENT REGULATION OR
POLICIES

Coal-fired generation accounts for approximately 77% of LG&E's owned capacity, and 95% of its energy. The significant amount of coal-fired
generation exposes the company to future potential legislative or regulatory policies aimed at reducing CO2 and other emissions. Our rating
incorporates the view that this concentration and future exposure risk is mitigated by the ability to recover such costs under the ECR surcharge.

Moody's acknowledges that a core aspect of this concentration risk is the fact it continues to provide the modestly sized service territory with
reliabie, low-cost electric generation sourced in large measure by reglonal fuel sources.

That being said, some of LG&E's coal fleet will be shut down following existing and pending EPAregulations, which mandates reductions in
NOXx and SO2 emissions starting in 2012. On September 15th, LG&E and KU filed a certificate of public convenience (CPCN) to construct a
640-MW natural gas combined cycle facllity at the Cane Run coal site, LG&E intends to shut down all three coal units at Cane Run by 2015.
The companies filed their application with Louisville Metro Air Pollution Control District in June 2011 and expect the KPSC to rule on the CPCN
by April 2012, Once approved, construction at Cane Run is expected to begin in 2012 and be completed by 2018, replacing all coal generation

with natural gas. .

Moody's observes that the EPA's revised National Ambient Air Quality Standards will further restrict NOx and SO2 emisslons beginning in 2016
and 2017, which could further impact LG&E's and KU's coal generating units.

In light of this fuel concentration risk, we score LG&E a "B" for Factor 3; Sub-factor 2, Generation and Fue! Diversification to reflect the lack of
fuel diversification as substantially all its generation Is produced from coal-fired power plants.

SUBSTANTIAL CAPITAL EXPENDITURE PROGRAM

Capital expenditures for LGE are expected to be $215 milllon for 2011, of which $24 million is earmarked for environmental related
requirements. Capital expenditures over the next four years are expected to substantially increase to $500 million in 2012, $859 million in 2013,
$765 million in 2014, and $632 million in 2015, Environmental capital expenditures represent the primary reason for the increase with such
costs accounting for $271 million in 2012, $586 miflion in 2013, $501 million in 2014, and $396 million in 2015, These environmental capital
costs are expected to be recovered under the company's ECR surcharge mechanism should the proposed seftlement be approved by the

KPSC.,

HEALTHY FINANCIAL PROFILE
LG&E's financial metrics have remained refatively healthy, with a ratio of consolidated cash flow before changes in working capital (CFO pre
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WIC) to debt slightly exceeding 20%, retained cash flow to debt averaging 15.9% and CFO pre-W/C interest coverage averaging 5.7x over the
past three years. While these standalone credit metrics might warrant consideration of a higher rating for LG&E, the rating also considers the
incremental debt that exists at holding company LKE as well as the liely strain on the balance sheet given the substantial size of future capital
spending. An important rating consideration will be the manner in which future capital investment is financed to include, when necessary, an
anticipated Issuance of PPL common equity to help finance the very large amount of planned capital investment.

PPL'S ACQUISITIONS HAVE TRANSFORMED STRATEGY, LOWERING OVERALL BUSINESS RISK

PPL's acquisitions of LKE, which closed in November 2010, was followed in April 2011, with the acquisition of the Central Networks electricity
distribution business (since renamed PPL WEM Holdings (PPL WEM, rated Baa3), for £3.6 billion ($5.7 billion) in cash, inclusive of certain
permitted pre-closing adjustments, plus £500 million ($800 million) of existing public debt assumed through consolidation.

Completion of these two acquisitions have reduced PPL's overall business risk, making it less commodity sensitive, which we believe indirectly
benefits the operations at LG&E. We estimate that at least 70% of consolidated resuilts going forward will be provided by predictable, rate
regulated businesses from three different jurisdictions, two of which have, in our opinion, an above-average regulatory profile. Together, we
estimate that the UK and Kentucky operations alone will provide about 55% of the company's earnings and cash flow in most years.

Liquidity Profile

LG&E maintains a $400 million senior unsecured revolving credit facility, expiring In October 2016, of which the entire facility was available at
September 30, 2011, The credit facility requires a MAC representation only as a condition of effectiveness and the only financial covenant is a
maximum 70% debt-to-capitalization ratio requirement, Additionally, LG&E participates In an intercompany money pool agreement whereby LKE
and/or KU can make available to LG&E excess funds (up to $400 million) at market-based rates, At September 30, 2011, there was no balance
outstanding under the money pool, As capital investment increases, Moody's anticipates LG&E being a more active short-term borrower with an
eye towards permanently funding the short-term debt with periodic Issuances of long-term debt and equity contributions.

In January 2011, LG&E remarketed $163 million of variable rate tax-exempt revenue bonds, which were issued on its behalf by
Louisville/Jsfferson County, Kentucky, to unaffiliated investors in a term rate mode, bearing interest at 1.90% into 2012. At December 31, 2010,
such bonds were held by LG&E and reflected as "Short-term investments” on LG&E's Balance Shest. The proceeds from the remarketing were
used to repay a $163 million borrowing under LG&E's syndicated credit facllity.

Rating Outlook

The stable outlook considers the continued above-average performance in LG&E's financial metrics over the near-term driven in part by credit
supportive regulatory outcomes Including a strong sulte of recovery mechanisms. The stable outlook further considers our belief that the
sizeable capital investment program will be financed in a credit benign manner to include the issuance of equity when needed..

What Could Change the Rating - Up

In fight of a very large multi-year capital spending program, prospects for an upgrade may be challenging in the near-term. However, should the
proposed ECR setllement be adopted and LG&E finances its material capital expenditures in a conservative fashion, LG&E's rating could be
upgraded, particularly if its ratios of CFO pre-WC to debt and retained cash flow to debt exceed 22% and 17%, respectively, on a sustained

basis.
What Could Change the Rating - Down

LG&E's ratings could be downgraded should the company encounter unexpected problems obtaining ECR cost recovery or if unanticipated
changes were made to the regulatory compact that currently provides for timely recovery of costs leading to the company's ratios of CFO pre-
WC to debt and retained cash flow to debt dropping below 16% and 11%, respectively.

Other Considerations

Moody's evaluates LG&E's consolidated financial performance relative to the Regulated Electric and Gas Utilities rating methodology published
in August 2009 and as depicted in the grid below, LG&E's indicated rating under this methodology on both a historical and projected basis is
Baa1 consistent with current Issuer Rating.

Rating Factors

Louisville Gas & Electric Company

" - Current Moody's 12-18

Regulated Electric and Gas Utilities Industry [1][2] 12/31/2010 ngnth
Forward View*
As of June
2011

Factor 1: Regulatory Framework (25%) Measure [Score Measure [Score
a) Regulatory Framework Baa Baa
Factor 2: Ability To Recover Costs And Earn Returns (25%)
a) Ability To Recover Costs And Earn Returns A A
Factor 3: Diversification (10%)
a) Market Position (5%) Baa Baa
b) Generation and Fuel Diversity (5%) Ba Ba
Factor 4: Financial Strength, Liquidity And Key Financial Metrics (40%)
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a) Liquidity (10%) ‘ A A

b) CFO pre-WC + Interest/ Interest (3 Year Avg) (7.5%) 5.7x A 5-6.5x A

c) CFO pre-WGC / Debt (3 Year Avg) (7.5%) 204% | Baa 18-22% Baa

d) CFO pre-WG - Dividends / Debt (3 Year Avg) (7.5%) 15.9% | Baa 14-18% Baa

o) Debt/Capitalization (3 Year Avg) (7.5%) 42.7% A 40-45% A

Rating:

a) Indicated Rating from Grid Baa1 Baa1

b) Actual Rating Assigned Baa1 Baa1

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

{1] All ratios are calculated using Moody's Standard Adjustments. [2] As of 12/31/2010(L); Source: Moody's Financial Metrics

Mooby’s
INVESTORS SERVICE

© 2011 Moody's Investors Service, Inc. and/or its licensors and affiliates {collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT, CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY, CREDIT RATINGS AND
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR
HISTORICAL FACT, CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND
DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR, MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WATH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR

PURCHASE, HOLDING, OR SALE.

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

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

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

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

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities of
the Issuer or any form of security that is available to retail investors, It would be dangerous for retall investors to make
any Investment decislon based on this credit rating. If in doubt you should contact your financial or other professional
adviser.
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FINANCE

SEENTEY

L ouisville Gas and Electric Company
($ Thousands, as Adjusted)

2006 2007 2008 2008 LTM3Q10
Interest Expense - $45,688 $52,467 $68,509 $52,716 $49,981
CFO $337,333 $191,333 $193,000 $324,000 $215,000
Change In w/c $88,000 $(46,000) $(72,000) $53,000 $(113,000)
CFO-w/c $249,333 $237,333 $265,000 $271,000 $328,000
Change in other A&L $(14,000) $(38,000) $47,000 $(16,000) $(5,000)
FFO $263,333 $275,333 $218,000 $287,000 $333,000
Dividends $(99,000) $(69,000) $(40,000) ${80,000) $(55,000)
CFO-w/c-dividends $150,333 $168,333 $225,000 $191,000 $273,000
RCF (FFO-Div) $164,333 $206,333 $178,000 $207,000 $278,000
CapEx §(149,333)  $(206,333)  $(247,000) $(190,000) $(171,000)
FCF $89,000 $(84,000) $(94,000) $54,000 $(11,000)
As Rpt STD - $68,000 $78,000 $222,000 $170,000 $122,000
As Rpt Gross Debt $820,000 $984,000 $896,000 $896,000 $896,000
As Rpt Total Debt $888,000 $1,062,000 $1,118,000 $1,066,000 $1,018,000
Change in Debt $174,000 $56,000 $(52,000) §(48,000)
Pension Adjustment $52,000 $13,000 $143,000 $116,000 $116,000
Lease Adjustment $30,000 $30,000 $36,000 $36,000 $36,000
Other Adjustment $- $- $- $- $-
Total Adjustments $82,000 $43,000 $179,000 $152,000 $152,000
Total Adj Debt $970,000 $1,105,000 $1,297,000 $1,218,000 $1,170,000
Minority Interest $- $- §- $- $-
Total Adj Equity $1,164,000 $1,161,000 $1,234,000 $1,253,000 $1,315,000
Deferred Tax Liability (LT) $333,000 $342,000 $360,000 $373,000 $416,000
Total Adj Capitalization $2,467,000 $2,608,000 $2,891,000 $2,844,000 $2,901,000
(CFO-w/c + Interest) / Interest 6.5% 5.5x 4.9x 6.1x 7.6x
(CFO—W/C) / Debt 25.7% 215% 20.4% 22.2% 28.0%
FFO / Debt 27.1% 24.9% 16,8% 23.6% 28.5%
{CFO-w/c - Dividends) / Debt 15.5% 15.2% 17.3% 15.7% 23.3%
RCF / Debt - 16.9% 18.7% 13.7% 17.0% 23.8%
Debt / Capitalization 39.3% 42.4% 44.9% 42.8% 40.3%
FCF/ Debt 9.2% -7.6% -7.2% 44% -0.9%

CREDIT AHALYSIS: PPL CORPORATION
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Louisviile Gas & Electric Company

Louisville, Kentucky, United States

Ratings

Category Moody's Rating
Outlook Stable
Issuer Rating A2
Ult Parent: E.ON AG

Outlook Stable
Senior Unsecured -Dom Curr A2
Commercial Paper P-1
Parent: E,ON U.S. LLC

Outlook Stable
Issuer Rating A3
‘Contacts

Analyst Phone
Scott Solomon/New York 212.553.4358
Wiliiam L. Hess/New York 212.553.3837

i Opinion
Rating Drivers
E.ON AG ownership strengthens LG&E's financial position
Regulatory compact allows for the timely recovery of costs
Elevated capital expenditure spending program

Ability to manage a successful outcome for a recently filed rate case

Corporate Profile

Louisville Gas and Electric Company (LG&E) is a regulated public utility engaged in the generation, transmission
and distribution of electricity and the storage, distribution and sale of natural gas. It provides electricity to
approximately 389,000 customers in Louisville and adjacent areas and natural gas service to approximately
314,000 customers. LG&E's coal-fired electric generating plants produce most of its electricity.

LG&E is a wholly-owned subsidiary of E.ON U.S. LLC (A3 Issuer Rating). E.ON U.S. is an indirect wholly-owned
subsidiary of German-based E.ON AG (A2 senior unsecured). LG&E's affiliate Kentucky Utilities (KU: A2 Issuer
Rating), is a regulated public utility also operating in Kentucky. Although LG&E and KU are separate legal entities,
they are operated as a single, fully integrated system and provide the.majority of the consolidated earnings and
cash flow of EON U.S. LLC.

SUMMARY RATING RATIONALE

‘Moody's evaluates LG&E's consolidated financial performance relative to the Regulated Electric and Gas Utilities
‘rating methodology published in August 2009 and as depicted in the grid below, LG&E's indicated rating under this
methodology is A3 compared to its A2 senior unsecured rating.

LG&E receives a one notch rating lift from its ownership by E.ON AG. Specifically, E.ON AG's size, scale and
credit profile has historically provided LG&E considerable liquidity and financial flexibility primarily in the form of
inter-company funding that in our opinion strengthens LG&E's financial position. Inter-company debt accounted for

Page 24 of 66
Arbough
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The ratings and outlook of LG&E could be affected if E.ON AG's senior unsecured rating were to be downgraded
from its current level.

" In addition to its ownership by E.ON AG, LG&E's A2 senior unsecured rating reflects its historical financial metrics

combined with regulatory supportiveness provided by the Kentucky Public Service Commission (KPSC) and its
historical ability to recover costs in a timely manner.

STRONG FINANCIAL PROFILE

While down slightly from prior levels due to inter-company debt incurred to fund the construction of its new Trimble
2 generating facility, LG&E's key financial metrics remain within a notch of its current rating. Specifically, LG&E's
ratio of consolidated cash flow before changes in working capital (CFO pre W/C) to debt and CFO pre-W/C interest
coverage for the twelve months ended September 30, 2009 were approximately 27% and 6 times, respectively.

In January 2009, a significant winter ice storm passed through LG&E's service territory causing approximately
205,000 customer outages, followed closely by a severe wind storm in February 2009, causing approximately
37,000 customer outages. LG&E incurred $44 million of incremental operation and maintenance expenses and
$10 million of capital expenditures related to the restoration following the two storms. LG&E has been allowed by
the KPSC to establish a regulatory asset for its 2009 storm costs and has requested recovery of these costs over a

five-year period,
CONSTRUCTIVE REGULATORY ENVIRONMENT

LG&E has an environmental cost recovery mechanism in its electric rates that allows for the recovery of
environmental costs, including a 10.63% return on equity. This is an important factor given that KU and LG&E's
combined environmental capital spending has been estimated to be approximately $700 million in aggregate
during the three-year period ending 2011. Proceedings are conducted every two years to evaluate the operation of
the environmental cost recovery mechanism. The utilities also benefit from a fuel adjustment clause that eliminates

supply cost volatility.

LG&E filed a rate case in January 2010 requesting a $94.6 million or 12.1% base electric rate increase and a
$22.6 million or 7.7% natural gas base rate increase with a proposed effective date of March 1, 2010. The rate
increase is needed to cover increased costs, to provide a return on the company's considerable investment in its
infrastructure, primarily Trimble 2, and to recovery costs associated with the storm restorations. The KPSC has the
ability to suspend the proposed rate increase for up to 6 months. The current weak statewide economic
environment could present a challenge for LG&E in its efforts to manage a successful rate outcome

LARGE CAPITAL EXPENDITURE PROGRAM

The company is nearing construction completion of the new 750-megawatt Trimble 2 coal-fired generating station
of which LG&E and KU own undivided 14.25% and 60.75% interests, respectively. The remaining 25% interest is
owned by regional municipal power entities. The generating station is expected to begin commercial operation
during the summer of 2010 at a total cost to KU and LG&E of approximately $900 miliion. '

LG&E's capital expenditures are still expected to remain significant going forward, estimated at $690 million for the
three year period ending December 31, 2011 compared to approximately $600 million during the three year period
ended December 31, 2008. Incremental inter-company funding is anticipated in order to finance in part these
expenditures.

Liquidity

LG&E's external sources for liquidity includes $125 million of bilateral lines of credit with third party lenders due
June 2012 and an inter-company money pool agreement where E.ON U.S. and/or KU make up to $400 million of
funds available to LG&E. LG&E's borrowing under the inter-company money pool at September 30, 2009 was

$149 million. There were no borrowings under the bilateral line of credit, which is used to backstop a similar
amount of pollution control revenue bonds that are subject to tender for purchase at the option of the holder.

E.ON U.S. maintains revolving credit facilities totaling $313 million at September 30, 2009 with affiliated companies
to ensure funding availability for the money pool.

Rating Outlook

The stable rating outlook reflects Moody's expectation that LG&E will continue to show strong fundamentals and
that inter-company funding support will continue to be provided by E.ON AG.

What Could Change the Rating - Up
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In light of LG&E's sizeable expenditure program, limited prospects exist for the rating to be upgraded over the next Page 26 of 66
several years. Longer-term, core financial metrics would need to improve considerably, such as CFO pre W/C to Arbough
debt greater than 30%, for Moody's to consider an upgrade.

What Could Change the Rating - Down

Moody's would consider a rating downgrade if E. ON AG's senior unsecured rating was downgraded from its
current A2 level, if inter-company funding support was discontinued or significant changes were made to the
environmental cost recovery mechanism or if CFO pre-W/C declined to below 15%.

Rating Factors

Louisville Gas & Electric Company

Regulated Electric and Gas Utilities Aaa | Aa A Baa Ba B
Factor 1: Regulatory Framework (25%)
Factor 2: Ability to Recover Costs and Earn Returns X
(25%)
Factor 3: Diversification (10%)
a) Market Position (5%) X
b) Generation and Fuel Diversity (56%) X
Factor 4: Financial Strength, Liquidity and Key Financial
Metrics (40%)
a) Liquidity (10%) X
b) CFO pre-WC + Interest / Ineterest (7.5%) (3yr Avg)
¢) CFO pre-WC / Debt (7.5%) (3yr Avg) X
d) CFO pre-WC - Dividends / Debt (7.5%) (3yr Avg) X
e) Debt / Capitalization or Debt / RAV (7.5%) (3yr X
Avg)
Rating:
a) Methodology Implied Senior Unsecured Rating A3
b) Actual Senior Unsecured Rating A2

x

“@ Copyright 2010, Moody's Investors Service, Inc, and/or its licensors and affiliates * "(together, ""MOODY'S™). All rights
reserved, """ "CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S (MIS) CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, " "CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT
RISK AS THE RISK " “THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE "
TAND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS " "ANY OTHER RISK,
INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE * "VOLATILITY, CREDIT RATINGS ARE NOT
STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS " "DO NOT CONSTITUTE INVESTMENT OR FINANCIAL
ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS " "TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
CREDIT RATINGS DO NOT COMMENT ON THE " "SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS
ISSUES ITS CREDIT RATINGS " "WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN
STUDY AND " "EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE, " "
"ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND " "NONE OF SUCH INFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, " "REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, "
"REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH " "PURPOSE, IN WHOLE OR IN PART, IN ANY
FORM OR MANNER OR BY ANY MEANS " "WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All "
"information contained herein is obtained by MOODY'S from sources believed by it to be " "accurate and reliable. Because of the
possibllity of human or mechanical error as well as other " "factors, however, such information is provided ""as is™" without
warranty of any kind and * “MOODY'S, in particular, makes no representation or warranty, express or implied, as to the "
"accuracy, timeliness, completeness, merchantabliity or fitness for any particular purpose of any " "such Information. Under no
circumnstances shall MOODY'S have any liability to any person or " "entity for (a) any loss or damage in whole or in part caused
by, resulting from, or relating to, any " "error (negligent or otherwise) or other circumstance or contingency within or outside the
control " "of MOODY'S or any of its directors, officers, employees or agents In connection with the " “procurement, collection,
compilation, analysis, interpretation, comrmunication, publication or " "delivery of any such information, or (b) any direct,
Indirect, special, consequential, compensatory " “ar incidental damages whatsoever (including without Hmitatton, lost profits}),
even if MOODY'S Is " "advised in advance of the possibility of such damages, resulting from the use of or inability to " "use, any
such information. The credit ratings and financial reporting analysis observations, if any, " "constituting part of the information
‘contained herein are, and must be construed solely as, " "statemnents of opinion and not statements of fact or recommendations
to purchase, sell or hold any " "securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, *
“COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE " "OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY " "MOODY'S IN ANY FORM OR MANNER WHATSOEVER, Each rating or other
opinion must be " "weighed solely as one factor in any investment decision made by or on behalf of any user of the "
"information contained herein, and each such user must accordingly make its own study and * "evaluation of each security and
of each issuer and guarantor of, and each provider of credit " "support for, each security that it may consider purchasing, holding
or selling. " "MOODY'S hereby discloses that most issuers of debt securities (including corporate and municipal bonds, *
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Louisville Gas & Electric Company

Louisville, Kentucky, United States

Ratings
Category Moody's Rating
Outlook Stable
Issuer Rating A2
Bkd LT IRB/PC Aaa
Preferred Stock Baat
Ult Parent: E.ON AG

Rating(s) Under
Outlook ( Review
Bkd Sr Unsec Bank Credit Facility -Dom *
Curr Aa3
Senior Unsecured MTN -Dom Curr *Aa3
Commercial Paper -Dom Curr Aa3
Parent: E. ON U.S. LLC
Outlook Stable
Issuer Rating A3

* Placed under review for possible downgrade on February 22, 2006

Contacts
Analyst Phone
Scott Solomon/New York 1.212.553.1653

Richard E. Donner/New York
Daniel Gates/New York

Key Indicators

Louisville Gas & Electric Company
LTM 9/2005 2004 2003

Funds from Operations / Adjusted Debt 30.4% 27.0% 18.2%

Retained Cash Flow / Adjusted Debt 24.7% 20.9% 18.2%

Common Dividends / Net Income Available for Common 41.1% 59.6% 0.0%

Adjusted Funds from Operations+Adj. Interest / Adj. 8.60 802 5.59
Interest

Adjusted Debt / Adjusted Capitalization 47.3% 47.6% 46.9%

Net Income Available for Common / Common Equity 13.2% 10.0% 9.8%

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

Opinion
Credit Strengths

Louisville Gas and Electric Company's credit strengths include:

file://C:\Documents and Settings\e006256\Local Settings\Temporary Internet Files\OLK3E\... 3/6/2006
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Solid track record of managing costs, maintaining low rates and focusing on customer satisfaction.
Stable, supportive regulatory environment.

Credit Challenges

Louisville Gas and Electric Company's credit challenges include:

Possibility that senior unsecured rating of the ultimate parent company E. ON AG may decline to a level equal to or
below the rating of KU's direct parent E. ON US.

Supporting the increasing native load requirements.
Managing environmental and regulatory capital requirement.

Rating Rationale

Louisville Gas and Electric Company's (LG&E) A2 Issuer Rating is based on the utility's strong financial profile,
favorable cost positions and balanced regulatory environments.

The ratings of LG&E were affirmed following the action that placed the ratings of the ultimate parent company E.
ON AG under review for possible downgrade upon the announcement of its cash offer to acquire 100% of the
equity interest in Endesa SA for approximately $35 billion plus assumption of about $31 billion existing debts.
Moody's indicated that, while the magnitude of any downgrade can only be assessed when the transaction price is
finalized, the most likely rating outcome for E. ON AG would be a senior unsecured debt rating that is weakly

positioned at A2, if the acquisition offer were to be successful.

LG&E receives intercompany funding support provided by E. ON AG and its affilated companies and benefits from
advantegeous borrowing terms.

LG&E's financial focus is supported by a demonstrated record of cost control, productivity enhancements, network
service performance, a focus on customer satisfaction and a balanced regulatory environment. LG&E and its
affiliate, Kentucky Utilities (A2 Issuer Rating), enjoy an environmental cost recovery mechanism in their electric
rates that allows for the recovery of environmental costs associated with meeting its obligations under federal and
state statutes and a fuel adjustment clause that eliminates supply cost volatility. Over the next few years, the
challenges ahead for both utilities include supporting the level of demand in the service territory and maintaining an

adequate reserve margin.

Although LG&E and KU are separate legal entities, they are operated as a single, fully integrated system and
provide the majority of the consolidated earnings and cash flow of E.ON U.S. LLC.

Rating Outlook

The stable rating outlook reflects Moody's expectation that LG&E will continue to show strong fundamentals.

What Could Change the Rating - UP

With E. ON AG's offer for Endesa, Moody's does not see any likely upward rating pressure.

What Could Change the Rating - DOWN

Moody's would consider a rating downgrade if E. ON AG's senior unsecured rating were to decline to a level equal
to or below the ratings of US entities as a result of the acquisition of Endesa, or significant changes were made to

the environmental cost recovery mechanism.

© Copyright 2008, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc.
(together, "MOOQODY'S"). All rights reserved.

ALL INFORMATION CONTAIMED HEREIN IS PROTECTED BY COPYRIGHT LAY AND HONE OF SUCH IN FORMATION MAY BE
COPIED OR DTHERWISE REPRODUCED, REPACKAGED, FURTHER TRARSMITVED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IR WHOLE OR IN PART, IN ANY
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Information contained herain is abtained by MOODY'S from sources belleved by it to be accurate and relizble. Because of th

passibility of human or meachanical error ag weil as other factors, however, such Information Is provided “as Is" withoul warranty A
rbough

of any kind and MOODY'S, In particutar, makes no representation or warranty, express or i niied, as to the accuracy, tmeliness,
eompleteness, merchantability or fithess for any particular purpose of any such Information. under no clrcumstances shall
MOODY'S nave any liabliity to any person or entity for () any loss or damage in whole or m part caused by, resulting from, or
relating to, any error (negligent or etherwise) or other circumstance or contingency within or cutside the control of MOODY'S or
any of its directors, officers, employess or agents in connection with the procurement, coliection, compliiation, analysis,
Interpretation, communication, publication or dellvery of any such Information, or (b) any diract, Indirect, speclal, consequential,
compensatory or Incidental damages whatsoever (including without limiation, lost profits), ever if MOODY'S Is advised In
advance of the possibility of such damages, resuiting from the use of or Inability to use, any such information, The cradit ratings
and financial reparting analysis observations, If any, constituting part of the informaltion contained hergin are, and must be

rued solely as, statarments of opinion and not statements of fact or recamimend tons to purchase, seii or hold any

3 iti NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIME S, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION 18 GIVEN OR MADE BY
MOODY'S TN ANY FORM OR MANNER WHATSOEVER or other apinlion must be welghed sotely as one
investment decsion made by or on behall of any ation contamed hereln, and eacl
make lts own study snd evaluation of security and of ¢ e and guarantor of, and
cach security thay It may consider purchasing, holding or selling.

/

B

MOODY'S hereby discioses that most issuers of debl securities (Including corporate and municipat bonds, debe

commercial paper) and preferred stock rated by MOODY'S have, prioe gnment of any rating, agreed 1o pay to

appraisal and rating services rendered by Jt feess ranging from 1,500 to 52,400,000, Moody's Corporation {(MCO) and it

£ , Moody's Investors Service (MIS), slso maintaln policis and procadure

ssges. Information regarding certaln affilistions that may exist be

2, andd belween antl whio hotd ratings from M

MO0 of more than 5%, is posted anntally on Moody's website at www.noadys.com under the heading
ate Governance - Director and Shareholder Affillation Pollcy.”

-

¥
=]

wholty-
agdress the
san directors
and have also publicly reported to the SEC an

ownership Inte
"“Shareholder Relatiocns - Corpor

Moody's Tnvestors Service Pty Limited does not hotd an Australian financial sevvices licence under the Corporstions Act. This
cradit rating opirdon has been prepared without taking Inte account any of your objectives, financial situation or needs. You
shoutd, before acting on the opinjon, consider the appropnateness af the opiniocn having regard to your own objectives, financial

sttuation and needs,
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Prepared for John Early All figures quoted in millions based on entities' current reporting currency

Louisville Gas & Electric Co. (8BBWatch Pos/A-2)

Business Description®

Louisville Gas and Electric Company, a regulated utility, is engaged in the generation, transmission, distribution, and sale of
electricity in Kentucky. The company generates electricity through coal, oil and gas, and hydro sources. It also distributes and
sells natural gas in Kentucky. The company serves 321,000 natural gas and 397,000 electric customers in Louisville and
adjacent areas in Kentucky. As of December 31, 2013, it owned 8,079 MW of electric power generation capacity. The company
was founded in 1913 and is headquartered in Louisville, Kentucky. Louisville Gas and Electric Company is a subsidiary of
LG&amp;E and KU Energy LLC.

Major Rating Factors*®

Strengths:

« Stable and relatively predictable utility operations and associated cash flows;
o Credit-supportive regulatory environment in Kentucky;

¢ Competitive rates; and

» Efficient operations and high customer satisfaction ratings.

Weaknesses:

o Little fuel diversity, virtually all plants are coal-fired;

¢ Exposure to pending environmental standards; and

e Linked to parent credit quality.

S&P Issuer Credit Rating Rating Date Rating CreditWatch/Outlook CreditWatch/Outlook Date

Foreign Currency LT 02-Mar-2011 BBB Watch Pos 10-Jun-2014
Foreign Currency ST 15-Apr-2011 A-2
Local Currency LT 02-Mar-2011 BBB Watch Pos 10-Jun-2014
Local Currency ST 15-Apr-2011 A-2

www.standardandpoors.com/ratingsdirect
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f Lbdisvnl e Gas & Electnc Co

BBBIWatch Pos/A-2

USD in Mllllons

~ ndustry Multn

, Sub-sector Utllmes . -
' _ EBITDA 496,91

Rev: 1 ,531.00.

- (1212-438-7807)

Foreign Currency LT Ratings History (Last6 Years)

Ratings
A-

BBB+

BBB

BBB-
I I I I
Q12010 Q12011 Q12012 12013 Q12014 Q12015

== |ouisville Gas & Bectric Co. = kkdian = Average

® 2015 Standard & Poors

'eps:-—
. DebtlEBITDA 326x . ;
‘.Analytlcal Contacts S&P anaryAnalyst Dlmltl‘l leas New York (1 212-438-7807) & S&P BackupAnalyst GethJepsen

~ 'CDS 90 day HiILo -
EBITDA Int Cov: 883x

CFA@]NeW Yok

Credit Default Swap History (Last 3 Years)
Spread {bps)
160

140

80

G1 2012 a1 2013 Q12014 Q12015

== |nvestmeant Grade Index

-~ Entity CD8
e= 35&P 100 CDS Index Spread Change

® 2014 Standard & Poar's

DS Data provided by CMA DataVision as of previous day
closing values, EST.

Previous ICR

Rank Issuers ICR ICR Date Previous ICR Date CDS(bps) MDS
1 Alliander N.V. AA-/Stable/A-1+ 15-Aug- A+/Positive/A-1 30-Aug-2011 54.8 bbb+
2013
2 CUlnc. AJ/Stable/A-1 07-Jan- A+/Watch Neg/A-1  05-Mar-2003
2004
3 Vectren Corp. A-/Stable/-- 26-Jan- A-/Negative/-- 08-Jan-2003
2005
4  Ameren Illinois Co. BBB-+/Stable/A-2 09-May- BBB+/Stable/NR 04-Dec-2013
2014
5 Delmarva Power & Light Co. BBB+/Stable/A-2 01-Jul- BBB/MWatch Pos/A-  21-Apr-2010
2010 2
6 TECO Energy Inc. BBB+/Watch 27-Oct- BBB+/Stable/NR 27-May-2011 51 a-
Pos/NR 2014
7  Avista Corp. BBB/Stable/A-2 02-Mar- BBB-/Positive/A-3 10-Aug-2009
2011
8 Black Hills Corp. BBB/Stable/NR 24-Jul- BBB-/Positive/NR 16-Oct-2012
2013
9  Louisville Gas & Electric Co. BBB/Watch Pos/A-  10-Jun- BBB/Stable/A-2 15-Apr-2011
2 2014
10 NorthWestern Corp. BBB/Stable/A-2 03-Feb- BBB/Stable/-- 14-Mar-2008
2011
11 REN-Redes Energeticas Nacionais BB+/Positive/B 30-Jan- BB+/Stable/B 29-Jan-2014
SGPS S.A. 2015
Standard & Poor's | RatingsDirect 2
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,‘Lomsvﬂle Gas & Electnc Co o S BBBIWatch PosIA-2 - USD in Mllllons ; ; & h
Subsector: Utiiies ~  Industry:Muti ‘DS — 'CDS 90 day HilLo: — *cns MDS -~ g
Revi153100  EBITDA: 49691 -ﬁ DethEBITDA 326x ~ EBITDAIntCov: gsx '

“!fAnaIytucaI Contacts S&P anaryAnaIyst Dlmltn leas New York (1 212-438—7807) 3 S&P Backup Analyst GethJepsen CFA New York 1
© (1212-438-7807) - ; ; ; ; -

 Peer Group: Financial Comparison — Global Multl Companies — Updated As of February 07,2015

Profitability Leverage Debt Servicing
Cash Op.
Flow Inc./ EBITDA
From Rev. Debt/ Int. Cov. FOCF/
Issuers | Revenue EBITDA Ops. CAPEX FOCF (%) EBITDA (x) (x) Debt (%)
TECO Energy Inc. (30- | 2,786.00 863.50 671.89 639.30 32.59 30.51 4.63 4.46 0.82
Sep-2014)*
Alliander N.V. (30-Jun- | 2,356.18 1,072.67 900.06 706.44 193.62 45,53 2.78 7.18 6.50
2014)*
Vectren Corp. (30-Sep- | 2,614.90 618.05 540.26 434,70 105.56 22.95 2.80 6.02 6.10
2014)*
CU Inc. (30-Sep-2014)* 1,083.76  1,024.00 572.46 1,509.52 (937.06) 51.62 5.63 3.17 (16.25)
Ameren lllinois Co. (30- | 2,428.00 693.50 535.61 866.50 (330.89) 28.55 3.10 4.85 (15.38)
Sep-2014)*
Louisville Gas &amp; 1,531.00 496.91 342.48 623.00 (280.52) 32.46 3.26 8.83 (17.34)
Electric Co. (30-Sep-
2014)*
Avista Corp. (30-Sep- 1,491.42 372.44 267.36 316.86 (49.50) 24.56 4.29 4,22 (3.10)
2014)*
Black Hills Corp. (30-Sep- 1,370.94 444,03 319.84 409.11 (89.27) 31.62 3.87 4.11 (5.20)
2014)*
Delmarva Power &amp; 1,297.00 344.00 327.37 357.00 (29.63) 26.52 3.69 6.07 (2.34)
Light Co. (30-Sep-2014)*
NorthWestern Corp. (30- 1,211.38 305.56 221.52 256.02 (34.51) 25.12 4.75 3.28 (2.38)
Sep-2014)*
REN-Redes Energeticas 723.52 658.17 359.73 157.02 202.72 89.71 4.78 3.46 6.45
Nacionais SGPS S.A.
(30-Sep-2014)*
Peer Group Average 1,799.55 626.62 459.87 570.50 (110.63) 37.20 3.96 5.06 (3.83)

*LTM as of
All figures quoted in millions USD , based on the issuers base currency.

2013 2012 2011 2010 2009

2013 vs Peers 2012 vsPeers 2011 vsPeers 2010 vs Peers 2009 vs Peers
Revenue 1,410.00 1,768.86 1,324.00 1,719.94 —_ 1,815.38 1,311.00 1,766.48 1,272.00 1,563.50
EBITDA 463.16 619.17 411.17 580.50 — 575.88 393.00 535.87 340.00 463.88
Cash Flow From Operations 370.73 485.76 319.51 410.00 -— 402.00 191.23 397.49 311.51 330.62
CAPEX 578.40 542,98 298.97 512.57 — 42712 221.63 362.00 186.00 385.28
Free Operating Cash Flow (207.67) (67.22) 2054  (102.57) —  (25.12)  (30.40) 3548  125.51 (54.67)
Annual Revenue Growth (%) 6.50 3.62 (2.93) (1.57) — 2.27 3.07 23.85  (13.29) (2.79)
Debt/EBITDA (x) 3.40 4.08 3.34 4.18 — 4,22 3.65 4.21 3.85 4.33
Operating Income 32.85 41.62 31.05 39.59 — 38.51 29.98 36.66 26.73 36.79
(BefD&A)/Revenue (%)
EBITDA/Interest (x) 12,97 6.59 9.26 5.42 — 5.02 7.96 5.06 6.89 5.02
FOCF/Debt (%) (16.10) (1.75) 1.89 (2.75) — (0.44) (3.03) 0.69 11.54 (0.62)
Rationalet
Business Risk
www.standardandpoors.com/ratingsdirect 3
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i1 Sub-sector Utilmes - lndustry Multi. cpsi— 'CDSs 90 day HilLo: - 1CDS MDS g
f‘Rev 1,531, 00  EBITDA:496.91  DebtEBITDA:326x  EBITDAIntCov: 883x .

Analyt:cal Contacts S&P PrlmaryAnaIyst Dnmltrl leas New York (1 212 438-7807) & S&P Bac up Analyst GethJepsen CFA New York
- (1212-438-7807) e , ; ; -

¢ Sole provider of electricity in its service territory

 Steady operating cash flow from regulated electric and natural gas distribution operations
» Credit supportive regulatory environment in Kentucky

¢ Competitive rates and efficient operations

Financial Risk
¢ Large capital expenditures

¢ Discretionary cash flow to remain negative
¢ Net cash flow to capital spending to remain less than 100%
e Continuing commitment to credit quality and maintenance of balanced capital structure

Outlookt

Standard & Poor's Ratings Services' ratings on Louisville Gas & Electric Co. (LG&E) are on CreditWatch with positive
implications, reflecting the CreditWatch placement of parent PPL Corp. ratings. The CreditWatch placement reflects the potential
for higher ratings on PPL and its subsidiaries on the successful spin-off of its merchant generation business. We expect the
ratings will remain on CreditWatch until the transaction closes. We will provide periodic updates. Material changes to the
projected financial measures in our base case and cash flow generation capability of the pro forma group could affect our
ultimate financial risk profile assessment.

Upside scenario

Upon the close of the transaction , we could raise the issuer credit ratings (ICRs) and issue ratings on PPL Corp., LG&E and KU
Energy LLC, Louisville Gas & Electric Co., Kentucky Utilities Co., and PPL Electric Utilities Corp. by up to two notches
depending on the credit measures of the consolidated PPL group after the spin-off of the merchant business.

Annual Annual Annual Annual

31- 31- - 3-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009
uUsbD USD uUsb usb
Sales 1,410.00 1,324.00 ‘ 1,311.00 1,272.00
Other operating revenues — — — —_
Revenues, pre-adjusted 1,410.00 1,324.00 1,311.00 1,272.00
Less; Captive finance revenues 0.00 0.00 0.00 0.00
Plus: Revenues, consolidating —— — — —
(deconsolidating)
Less: Nonrecourse interest 0.00 0.00 0.00 0.00
Less: Securitized interest 0.00 0.00 0.00 0.00
Less: Amortized portion of 0.00 0.00 0.00 0.00
nonrecourse debt
Less: Amortized portion of 0.00 0.00 0.00 0.00
securitized debt
Plus: Revenues - Finance/Interest — — — —
Income
Plus: Revenues - Profit on — — - -
disposals
Plus: Revenues - Derivatives — —_ — —
Revenue - Other — — — —
Standard & Poor's | RatingsDirect 4
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E;Loulsvalle Gas & Electnc Co. - ‘t‘f:‘ BBB/Watch Pos/A 2 . usD in Mllllons
;fs'ub-sector Utilties  Industry; Multl ceps— 'CDS 90 day Hillo: ——L*iiii
. Rev 1,531 00 - EBITDA 496 91 DebUEBlTDA 3 26X EBITDA Ir tCOV 8. 83X

I Analytlcal Contacts S&P anaryAnalyst Dlmntn leas New York (1 212 438—7807) & S&P Backup Analyst GethJepsen CFA New York
o 212-438-7807) = ; ; o ;

 Adjusted Income statement as of December 02,2014

Annual Annual Annual Annual

31- 31- 31- 31-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009
uUsD usD uUsbD usbD
Revenues, adjusted 1,410.00 1,324.00 1,311.00 1,272.00
Cost of goods sold 572.00 549.00 583.00 630.00
SG&A — —_— — —
R&D — — — —
Raw materials, supplies, and — — — _—
merchandise
Change in stocks 0.00 0.00 0.00 0.00
Capitalized costs 0.00 0.00 0.00 0.00
Staff expense, total — — — —
Taxes other than income 24.00 23.00 - —
Operating expense, other 373.00 363.00 362.00 339.00
Income (expense) of 0.00 0.00 0.00 0.00
unconsolidated companies
Special items (disposals, 0.00 0.00 0.00 0.00
restructuring, FX, asset sales)
Total operating expense (bef. D& 969.00 935.00 945.00 969.00
A), pre-adjusted
Operating income (bef. D&A), 441.00 389.00 366.00 303.00
pre-adjusted
Plus: Trade receivables sold — — — —_
Plus: OLA rent 5.50 5.00 5.00 7.00
Less: Captive finance revenues 0.00 0.00 0.00 0.00
Pius: Captive finance operating 0.00 0.00 0.00 0.00
expense
Plus: Revenues, consolidating — — e —
(deconsolidating)
Less: Expenses, consolidating 0.00 0.00 0.00 0.00
(deconsolidating)
Less: Nonrecourse interest 0.00 0.00 0.00 0.00
Less: Securitized interest 0.00 0.00 0.00 0.00
Less: Amortized portion of 0.00 0.00 0.00 0.00
nonrecourse debt
Less: Amortized portion of 0.00 0.00 0.00 0.00
securitized debt
Plus: ARO finance costs 3.00 3.00 0.00 2.00
Plus: PPA depreciation — — — —
Plus: PPA interest expense 0.00 0.00 0.00 0.00
Less: Capitalized development 0.00 0.00 0.00 0.00
costs
Less: Infrastructure renewal costs 0.00 0.00 0.00 0.00

Plus: Capitalized Interest (EBITDA - — — —
transfer from inventory)
Plus: Pension & other 13.66 1417 22.00 28.00
postretirement expense

Plus: Revenues - Finance/interest —_ e — —
Income

www.standardandpoors.com/ratingsdirect 5
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, Apljdstéd ln“com’é State’meht:ae efit)‘:ecembe‘lf 02, 2014 ‘

Annual Annual Annual Annual
31- 31- 31- 31-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009

usb usb usb usD
Plus: Revenues - Profit on —_ — - —
disposals
Plus: Revenues - Derivatives — — — —
Revenue - Other - — — —
Plus: COGS- Restructuring costs — — — —
Plus: COGS- Valuation — — — —
gains/(losses)
Plus: COGS- Other non-operating — — — —
nonrecurring items
Plus: COGS- LIFO Liquidation — — — —
gains
Plus: SG& A- Restructuring costs —_ — — —
Plus: SG& A- Valuation —_ — — —
gains/(losses)
Plus: SG& A- Other non-operating — — — —
nonrecurring items
Plus: R& D- Restructuring costs — — —_ —
Plus: R& D- Valuation — — — —
gains/(losses)
Plus: R& D- Other non-operating — — — -
nonrecurring items
Plus: RMS& M- Restructuring costs — — —_ —
Pius: RMS& M Valuation — — —_ —
gains/(losses)
Plus: RMS& M- Other non- — — — —
operating nonrecurring items
Plus: Staff - Restructuring costs — — — —
Plus: Staff - Valuation — — — —
gains/(losses)
Plus: Staff - Other non-operating — — — —
nonrecurring items
Plus: EBITDA - Income (expense) e — — -
of unconsolidated companies
Plus: EBITDA - Gain/(Loss) on — — — —
disposals of PP&E
Plus: EBITDA - Fair value changes — — -— —
of contingent consideration
Plus: EBITDA - Foreign Exchange — —_ — —
gain/(loss)
Plus: EBITDA - Restructuring costs — — - —
Plus: EBITDA - Derivatives — — — —
Plus: EBITDA - Streaming — — — —
transactions .
Plus: EBITDA - Settlement — — - -
(litigation/insurance) costs
Plus: EBITDA - Valuation — — — —
gains/(losses)

Standard & Poor's | RatingsDirect 6
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; Adjusted Income statement as of December 02 2014

Annual 7 Annual Annual Annual
31- 31- 31- 31-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009

usbh usb usbh usb
Plus: EBITDA - Business — — — —
Divestments
Plus: EBITDA - Inventory — — —_ —
Plus: EBITDA - Other — - — —
income/(expense)
Plus: EBITDA - Other — —_ — —
Operating income (bef. D& A), 463.16 411.17 393.00 340.00
adjusted
Impairment charges/(reversals) — — — —
Asset valuation gains/(losses) 0.00 0.00 0.00 0.00
D& A 148.00 152.00 138.00 136.00
D&A, Impairment & Valuation 148.00 152.00 138.00 136.00
changes, pre-adjusted
Plus: OLA depreciation 3.81 3.55 3.83 5.54
Less: Captive Finance depreciation 0.00 0.00 0.00 0.00
Plus: Depreciation, consolidating —_ — — —
(deconsolidating)
Less: Amortized portion of 0.00 0.00 0.00 0.00
nonrecourse debt
Less: Amortized portion of 0.00 0.00 0.00 0.00
securitized debt
Plus: PPA depreciation — — e —
Less: Amortized development costs 0.00 0.00 0.00 0.00
Less: Infrastructure renewal costs 0.00 0.00 0.00 0.00
Plus: D&A - Asset Valuation — — — —
gains/(losses)
Plus: D&A - Impairment — — — —
charges/(reversals)
Plus: D&A - Reverse Goodwill — —_ — —
amortisation
Plus: D& A - Other — — — —
D&A, adjusted 151.81 155.55 141.83 141.54
Operating income (after D&A), 311.35 255.61 251.17 198.46
adjusted
Non-operating income (expense), (2.00) (3.00) 14.00 19.00
total
EBIT, pre-adjusted 291.00 234.00 242.00 186.00
Plus; EBIT - Finance/Interest — — — —
income
Plus: EBIT - Income (expense) of — — — —
unconsolidated companies
Plus: EBIT - Other — — — —
Less: Captive Finance investment 0.00 0.00 0.00 0.00
income
Plus: Non-operating — — — —
income/(expense), consolidating
(deconsolidating)

www.standardandpoors.com/ratingsdirect 7
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v Adjusted lncome statem :nt as of December 02 2014 .

Annual Annual Annual Annual

31- 31- 31- 31-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009
usb usb usb usD
Plus: Transfer pmt. (to) from 0.00 0.00 0.00 0.00
captive fin. co.
EBIT, adjusted 309.35 252.61 26517 217.48
Interest expense, pre-adjusted 34.00 42.00 46.00 44.00
Plus; Capitalized interest 0.00 0.00 0.00 0.00
Capitalized interest not in capex — — — -
(some IFRS credits)
Plus: OLA interest expense 1.69 1.45 1.17 1.46
Plus: Interest from receivables sold 0.00 0.00 0.00 0.00
Plus: receivables sold interest — — — —
adjustment
Less: Captive finance interest 0.00 0.00 0.00 0.00
Plus: Interest expense, — —_ — —
consolidating (deconsolidating)
Plus: PPA interest expense 0.00 0.00 0.00 0.00
Pilus: ARO finance costs 3.00 3.00 0.00 2.00
Less: Nonrecourse interest 0.00 0.00 0.00 0.00
Less: Securitized interest 0.00 0.00 0.00 0.00
Plus: Low equity hybrid dividend — — —_ —
accrual
Less: High equity hybrid interest 0.00 0.00 0.00 0.00
expense
Less: Intermediate-equity hybrid 0.00 0.00 0.00 0.00
interest expense
Plus: Intermediate-equity hybrid 0.00 0.00 0.00 0.00
dividend accrual
Plus: Pension & Other 3.91 5.92 12.15 13.67

postretirement interest expense
Pius: Interest expense - Derivatives — e — —

Plus: Interest expense - — — 0.00 —
Shareholder loan

Plus: Interest - Streaming — — —_ —

transactions

Plus: Interest expense - Other 4.11 4.11 4.1 3.83
Interest expense, adjusted 46.71 56.48 63.43 64.96
EBITDA, pre-adjusted 441.00 389.00 366.00 303.00
Plus: Trade Receivables sold — — —— —
Plus: OLA rent 5.50 5.00 5.00 7.00
Less: Captive finance revenues 0.00 0.00 0.00 0.00
Plus: Captive finance operating 0.00 0.00 0.00 0.00
expense

Plus: Revenues, consolidating — — — —
(deconsolidating)
Less: Expenses, consolidating 0.00 0.00 0.00 0.00
(deconsolidating)
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Attachment to Response to LGE KIUC-2 Question No. 21b

o G ; : Page 38 0f66
, Lomsvnlle Gas&Electrlc Co .. ,‘BBBIWatch Pos/A-2 USD in Mllllons . ‘ h
ﬁ‘Sub-sector Utilmes o Industry Mult' . ps:. ~ 'cDs 90 day HilLo:— ‘CDS MDS: — g
. Rev: 1,631.00 . EB TDA: 496 o1 DebtlEBITDA 326x EBITDA lnt Cov: 883 .

g‘AnalytlcaI Contacts S&P PrimaryAnalyst Dlmitn N|kas New York (1 212-438-7807) & S&P Backup Analyst GethJegﬂen CFA New York
| (1.212-438-7807) ‘ ; . . = . . o

Adjusted Income,statérhent as',bfpec’evmb'e‘r 02,2014

Annual Annual Annual Annual

3- 31- 31- 31-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009
uUsD usbD usb usb
Less: Nonrecourse interest 0.00 0.00 0.00 0.00
Less: Securitized interest 0.00 0.00 0.00 0.00
Less: Amortized portion of 0.00 0.00 0.00 0.00
nonrecourse debt
Less: Amortized portion of 0.00 0.00 0.00 0.00
securitized debt
Plus: ARO finance costs 3.00 3.00 0.00 2.00
Plus: PPA depreciation — — — —
Plus: PPA interest expense 0.00 0.00 0.00 0.00
Less: Capitalized development 0.00 0.00 0.00 0.00
costs
Less: Infrastructure renewal costs 0.00 0.00 0.00 0.00

Pius; Capitalized Interest (EBITDA — —_ — —
transfer from inventory)

Plus: Exploration costs — — — —

Plus: Dividends received from — — — —
equity investments

Plus: Pension & other 13.66 14.17 22.00 28.00
postretirement expense

Plus: Stock compensation expense — — — —

Plus: Revenues - Finance/Interest — — — —_
Income

Plus: Revenues - Profit on — — — —
disposals

Plus: Revenues - Derivatives — — — —
Plus: Revenues - Other — — — —
COGS- Restructuring costs — — — —
COGS- Valuation gains/(losses) — — — —

COGS- Other non-operating — — — —
nonrecurring items

Plus: COGS- LIFO Liquidation — — — —
gains

SG&A- Restructuring costs — — — —
SG&A- Valuation gains/(losses) — — —_ —

SG&A- Other non-operating — —_ —_ —
nonrecurring items

R&D- Restructuring costs —_ — —_— —
R&D- Valuation gains/(losses) — — — —

R&D- Other non-operating — — — —
nonrecurring items

RMS&M- Restructuring costs — — — —
RMS&M Valuation gains/(losses) —_ — — —

RMS&M- Other non-operating — — —_ —
nonrecurring items

Staff - Restructuring costs — — — —
Staff - Valuation gains/(losses) —_— — — —
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Attachment to Response to LGE KIUC-2 Question No. 21b

B - ¥ Loy Page 39 of 66

Louisvnlle Gds & Electrlc Co ~ - BBBIWatch PosIA-2 o USD |n Ml Ilons . - h
) SJb-sector Utilities Industry M oeps 'CDS 90 day HilLo: — ~ 'CDs- MDS —-fﬁ .
Rev:1,531.00 | EBITDA: 496. o  Debt/EBITDA: 326x ;f  EBITDAIntCov:8.83% . -

:;Analytlcal Contacts S&P PrimaryAnalyst Dlmstn leas New York (1 212-438-7807) & S&P Backup Analyst GerntWJepsen, CFA New York
 (1212-438-7807) . ; ;

as of December 02 2014

Annual Annual Annual Annual
31- 31- 31- 31-

Dec- Dec- Dec- Dec-
2013 2012 2010 2009
usD usb usb usD

Staff - Other non-operating — — — —

nonrecurring items

Plus: EBITDA - Income (expense) —_ - — -

of unconsolidated companies

Plus: EBITDA - Gain/(Loss) on — — — —

disposals of PP&E

Plus: EBITDA - Foreign Exchange — — — —

gain/(loss)

Plus: EBITDA - Restructuring costs — — — —

Plus: EBITDA - Derivatives — — — —

Plus: EBITDA - Settlement — — — -

(litigation/insurance) costs

Plus: EBITDA - Valuation — - — —

gains/(losses) ‘

Plus: EBITDA - Business — — — —

Divestments

Plus: EBITDA - Inventory — — —

Plus: EBITDA - Other — — — —

income/(expense)

EBITDA, adjusted 463.16 41117 393.00 340.00

j Adjusted‘lncomévstatem n

Summary FFO Calculation — - . —
EBITDA, adjusted 463.16 411.17 393.00 340.00
Less: Interest expense, adjusted 46.71 56.48 63.43 64.96
Plus: Interest and dividend income, 0.00 0.00 0.00 0.00
adjusted

Less: Current taxes, adjusted 73.88 5.29 37.45 28.37
Plus/minus: Other (exploration 0.00 0.00 0.00 0.00
costs & FFO other)

FFO, adjusted 342.57 349.40 292,12 246.68

Funds from operations —_ — —_ —
EBITDA, pre-adjusted 441.00 389.00 366.00 303.00
Less: Interest expense, pre- (34.00) (42.00) (46.00) (44.00)
adjusted

Plus: Interest income, pre-adjusted — — — -

Less: Current tax expense, pre- (68.00) (1.00) (34.00) (30.00)
adjusted

Less: Capitalized interest 0.00 0.00 0.00 0.00

Less: Capitalized interest within 0.00 0.00 0.00 0.00
inventory

Plus: Capitalized Interest (EBITDA — — — —
transfer from inventory)

Plus; Trade Receivables sold — —_ — —
Less: Interest from receivables sold 0.00 0.00 0.00 0.00

Less: receivables sold interest 0.00 0.00 0.00 0.00
adjustment
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Copyright © 2014 Standard & Poor's Financial Services LLC, a part of McGraw-Hill Financial. All rights reserved. 101385 | 300055285



Attachment to Response to LGE KIUC-2 Questlon No. 21b

e . v . Paged0of66
Lomswlle Gas&Electnc Co . E 3§B(Watch PoslA-2 USD in M:Illons_ o Asl h
. \Sub-sector Utmties e Industry Mu!tl . epsi— . 'CDS 90 dayH /L | 1CDS MDS -
Revi1,531.00  EBITDA:4%691 Debt/EBITDA: 5,26  EBITDAINtCov:88x | s
Gn;:)éﬂgé ng;a)lcts S&P Prlmary Analyst Dlmltn leas‘ New York (1 212- 438—7807) & S&P Backup Analys : GerritWJégsen‘, CFA,,New York

Adjusted Income statement as of December 02, 2014

Annual Annual Annual Annual

31- 31- 31- 31-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009
usb usb usb usD
Plus: OLA rent 5.50 5.00 5.00 7.00
Less: OLA interest (1.69) (1.45) (1.17) (1.46)
Less: Captive finance revenues 0.00 0.00 0.00 0.00
Plus: Captive finance operating 0.00 0.00 0.00 0.00
expense
Less: Captive finance investment 0.00 0.00 0.00 0.00
income
Plus: Captive finance interest 0.00 0.00 0.00 0.00
Plus: Captive finance tax effect 0.00 0.00 0.00 0.00
Plus: Revenues, consolidating —_ —_ — —
(deconsolidating)
Less: Expenses, consolidating 0.00 0.00 0.00 0.00
(deconsolidating)
Less: Interest expense, 0.00 0.00 0.00 0.00
consolidating (deconsolidating)
Less: Nonrecourse interest 0.00 0.00 0.00 0.00
Less: Securitized interest 0.00 0.00 0.00 0.00
Less: Amortized portion of 0.00 0.00 0.00 0.00
nonrecourse debt
Less: Amortized portion of 0.00 0.00 0.00 0.00
securitized debt
Plus: Nonrecourse interest — — — —
Plus: Securitized interest — —_— — —
Plus: ARO finance costs included in 3.00 3.00 0.00 2.00
EBITDA
Less: Total ARO finance costs (3.00) (3.00) 0.00 (2.00)
Plus:Return on ARO plan assets — — — —_
Less: tax effect on ARO net interest (1.75) (0.70) 0.00 0.70
cost ‘
Plus: PPA depreciation — — — —
Plus: PPA interest expense 0.00 0.00 0.00 0.00
Less: PPA interest expense 0.00 0.00 0.00 0.00
Less; Capitalized development 0.00 0.00 0.00 0.00
costs
Less:; Infrastructure renewal costs 0.00 0.00 0.00 0.00
Plus: Dividends received from — — — —_
equity investments
Plus: Pension & other - 13.66 14.17 22.00 28.00
postretirement expenses (EBITDA
adjustment)
Less: Pension & other (3.91) (5.92) (12.15) (13.67)
postretirement interest expense
Less: Pension & other (4.13) (3.59) (3.45) 0.93

postretirement tax effect

Plus: Exploration costs — —_ — —
Less: Exploration costs 0.00 0.00 0.00 0.00
Plus: Stock compensation expense — — — —
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Attachment to Response to LGE KIUC-2 Question No. 21b
Page 41 of 66

Lomsvnlle Gas & Electrlc Co. ﬁ‘i f “ BBBIWatch Pos/A-2 . USD‘: n Mllllons ;
 Subssector: Utliies lndus ry: MUl ‘cps;—  'cDS90dayHilo:— f1ch-M
- Rev:1,531. 00 . EBITDA 496 91 o Debt/EBITDA:326x . EBITDA Int Gov: sex

Analytlcal Contacts: S&P. PrlmaryAnaIyst Dlmitrl N;kas New York (1 212-438-7807) & S&P Backup Analyst GethJepée‘r‘\.ﬁCFA.‘:Néw‘;York‘
© (1.212-438- -7807) - - ‘ S

Adjusted Income statement as of December (12 2014 '.‘

Annual Annual Annual Annual
31- 31- 31- 31-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009
usb usb usb usD
Less: Low equity hybrid dividend 0.00 0.00 0.00 0.00
accrual
Plus: High equity hybrid interest — - — —
expense
Plus: Intermediate-equity hybrid 0.00 0.00 0.00 0.00
interest expense
Less: Intermediate-equity hybrid 0.00 0.00 0.00 0.00
dividend accrual
Plus: Revenues - Finance/Interest — —_ — —
Income
Plus: Revenues - Profit on — — — —
disposals
Plus: Revenues - Derivatives — — — —
Plus: Revenues - Other — — — —
Plus: COGS- Restructuring costs — — — —
Plus: COGS- Valuation — — — —
gains/(losses)
Plus: COGS- Other non-operating — — — —
nonrecurring items
Plus: COGS- LIFO Liquidation — —_ — —
gains
Plus: SG& A- Restructuring costs — — — —
Plus: SG& A- Valuation — — — —
gains/(losses)
Plus: SG& A- Other non-operating — —_ -— —
nonrecurring items
Plus: R& D- Restructuring costs — — — —
Plus: R& D- Valuation — — — —_
gains/(losses)
Plus: R& D- Other non-operating — — —_ —
nonrecurring items
Plus;: RMS& M- Restructuring costs — — — —
Plus: RMS& M Valuation — — — —
gains/(losses)
Plus: RMS& M- Other non- — — — —
operating nonrecurring items
Plus: Staff - Restructuring costs — — — —
Plus: Staff - Valuation — — — —
gains/(losses)
Plus: Staff - Other non-operating — —_ — -
nonrecurring items
Plus: EBITDA - Income (expense) — — — —
of unconsolidated companies
Plus: EBITDA - Gain/(Loss) on — — — —
disposals of PP& E
Plus: EBITDA - Fair value changes — — — -
of contingent consideration
Plus: EBITDA - Foreign Exchange — — — —
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Attachment to Response to LGE KIUC-2 Questlon No. 21b
Page 42 of 66

Louuswlle Gas & Electrlc Co - o . BBBIWatch PoclA-2 . USD m Mi ll ‘ons* . oh
 Sub-sector: ummes . lndustry Wi s oswwan - ‘CDS MDS S e
Revi1,53100  EBITDA49691 DebUEBITDA: 326x . _EBITDA Int Cov: 883x e

Analytlcal Contacts S&P anaryAnalyst Dlmitn Nnkas New York (1 212-438-7807) & S&P Backup Analyst GethJebéen.TCFA, New‘;‘York‘ :
¢ (1212-438-7807) ; ; ; ; -

Adj:uste‘(»iv'lhébrﬁg vs‘tatem'efnitfa"s”, of December 02,2014

Annual Annual Annual Annual

31- 31- 31- 31-
Dec- Dec- Dec- Dec-
2013 2012 2010 2009
usbD usD usb usDh
gain/(loss) ’
Plus: EBITDA - Restructuring costs — — — —
Plus: EBITDA - Derivatives — —_— — —
Plus: EBITDA - Streaming — — — —
transactions
Plus: EBITDA - Settlement — — —_ —
(litigation/insurance) costs
Plus: EBITDA - Valuation — — — -
gains/(losses)
Plus: EBITDA - Business — — — —
Divestments
Plus: EBITDA - Inventory — — — —_
Plus: EBITDA - Other —_— — — —
income/(expense)
Plus: EBITDA - Other — — —_— —
Less: Interest expense - Derivatives 0.00 0.00 0.00 0.00
Less: Interest expense - 0.00 0.00 0.00 0.00
Shareholder loan
Less: Interest expense - Amortized 0.00 0.00 0.00 0.00
cost
Less: Interest expense - Streaming 0.00 0.00 0.00 0.00
transactions
Less: Interest expense - Other (4.11) (4.11) 4.11) (3.83)
FFO - other — — - —
FFO, adjusted 34257 349.40 292.12 246.68
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Arbough

TSummary Analysis: Louisville Gas & Electric Co., published 18-Jul-2014
Header information displayed is for the most recent data available with S&P Adjusted LTM financials.

CDS Data provided by CMA DataVision as of previous day closing values, EST.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom} or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES
OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE
CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal
fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such
damages.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skiil, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information recelved in connection with each analytical process.

S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpgors.com (free of charge),

and www.ratingsdirect.com and www.standardandpoors.com/ratingsdirect (subscription), and may be distributed through other means, including via S&P publications and
third-party redistributors, Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees .

Any Passwords/user IDs issued by S&P to user